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Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023
1. Acronyms and Glossary of Terms

ICPAK

IFRS

MD

PFM

PSASB

WASREB

MAWASCO

AGM

CWWDA

Institute of Certified Public Accountants of Kenya

International Financial Reporting Standards

Managing Director

Public Financial Management

Public Sector Accounting Standards Board

Water Services Regulatory Board

Malindi Water and Sewerage Company Limited

Annual General Meeting

Coast Water Works Development Agency
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n tv Information

information

was established pursuant to the Water Act 2002.It was incorporated on 256 August 2005. At

, the Company is represented by the County Executive Member responsible for water and

ho together with the board of Directors are responsible for the general policy and strat€gic

he company. The company is domiciled in Kenya in Malindi Sub.county of Kilifi county.

wl

ft

ellicient Water and Sewerage Service Provider in East Africa

suflicient high-quality water and eflicient sewerage services in the most cost-effective way that

customers' expectations.

focus

,ey

Iror

ln

I

Annlal

Pdnffpat Activities
tl

fne {iirrcfuat 
activiry of Malindi Water and Sewerage Company is the Supply of Water to the Residents of

MilrdNi a4d Magarini sub-counties.

Vision

To be the

Mlssion

Corelvalues

The dore values ofthe Company are:

Customer

Innovativeness

Integrity

Teamwork

Excellence

I l]



Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023

Key Entity Information (Continued)

Directors

The Dir€ctors who served the entity during the period were as follows

1.

2.

3.

4.
5.
6.

7.
8.

9.
l0
l1
t2
l3
t4
l5
l6
t7
18

Name

Samson Mapinga
Gerald Mwambire
Maureen Obunga
Aisha Kiringo
Hamza Hamisi Hussein
Shakir Swaleh Mohamed
Winnie Luwali
Hezekiah Mwaruwa
Sammy Kazungu Kaingu
Stella Bahati Masha
Anderson Kasiwa
Barka Ali
Anthony Chutta
Thurea Tora
Loice Wanje
Felix Charo
Frcdrick Kaingu
Keruredy Chilibasi

Position

-Chairperson
-Managing Director
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member

Appointrnent Date

Appointed on 24th March 2023
Reappointed on August 2022
Reappointed on 24thMarch 2023
Appointed on 24th March 2023
Appointed on 24o March 2023
Appointed on 246 March 2023
Appointed on 246 March 2023
Appointed on 2 46 March 2023
Appointed on 246 March 2023
Appointed on 246 March 2023
Retired on 246 March 2O23
Retired on 246 M arch 2023
Retired on 246 M arch 202
Retired on 24t March 2023
Retired on 24t M arch 2023
Retired on 246 M arch2023
Retired on 246 M arch 2023
Retired on 246 M arch 2023

Corporate Secretary

Mwangi and Mwaura Advocates
Kipro Centre,
66 Floor, Westlands
P.O. Box 2651 3-00504
Nairobi, KENYA

Registered OIIice

Malindi Water and Sewerage Co. Ltd
Water Road,
Next to County Assembly of Kilifi
P.O. Box 410-80200
Malindi, KEI.IYA.

Corporate Headquarters

Malindi Water and Sewerage Co. Ltd
Water Road,
Next to County Assembly of Kilifi
P.O. Box 410-80200
Malindi, KEIIYA.

lv
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tacts

) 4231037
co.ke

.malindiwater.co.ke

Bank
80200

uditors

Auditor General
University Way

Advisers
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Key Entity Information (Continued)

Corporate Bankers
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Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended Junc 30,2023
3. 'Ihe Board of Directors

Director Samson Mkutano Mapinga, Chairperson of the board of
directors was bortr in 1969. He was appointed on 246 March

2023. He has vast experience in Management fi6ying worked in

different capacities. He holds a Certificate in County

Governance. He represents the Farmers in the board of directors.

I,

Director Aisha Muthoni Kiringo, Chairperson of the Finance and

Planning Comrnittee of the Board of Directors was born in 1968.

She was appointed on 24tb March 2023. She has vast experience

in Community Development. She has a Diploma in Cornmunity

Health and Development. She represents the Women Groups in

the board of directors.

Director Stella Bahati Masha, Chairpenon of the H"man

Resource and Administration Committee of the Board of
Directors was bom n 1977. She was appointed on 246 March

2023. She has vast experience fu fldminisft2tion. She has a

Diploma in Company Secretarial Services. She represents the

Farmers in the board of directors.

Director Sammy Kazungu Kaingu, Chairperson of the Audit and

Risk Committee of the Board of Directors was bom in 1964. He

was appointed on 24th March 2023. He has vast experience in

Education. He has a bachelor's degrcc in education. He

represents the Professional Organisation in the board of

directors.
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B Directors (continued)
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Director Shakir Swaleh Mohammed, Memberof the Finance and

Planning Committee and the Human Resources Committee of

the Board of Directors was born in 1985. He was appointed on

24th March 2023. He has vast experience in lnfomration

Technology. He has a bachelor's degree in information

technology. He represents the Business Community in the board

of directors.

I I

I

1

Director Maureen Awuor Obunga, Member Finance and

Planning Committee and Human Resource Committee of the

Board of Directors was born in 1982. She was appointed on 24th

March 2023 . She has vast experience in Business Management.

She has a bachelor's degree in commerce (Finance Option). She

represents the Hoteliers in the board ofdirectors.

Director Hezekiah N. Mwarua was born on 16th January1983.

He is the Chief Officer for Water and Sanitation services at

County Govemment of Kilifr. He holds a Bachelor of

Technology in chemical and process engineering from Moi

University. He is currently pursuing Master of Business

Administration (Management Science option). He has over l0

years of experience in private and public service.
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Malindi Water and Sewcrage Company Ltd
Annual Report and l'inancial Statements for the year ended June 30, 2023

Board of Directors (continued)

I

\

lt

,

Director Winnie Wakati Luwali was bom on 2l$ February 1990.

She is the Chief Oflicer for Finance in the County Govemment

of Kilifi. She holds Bachelor of commerce Degree in Finance

and Banking from the University of Eastem Africa Baraton and

a mastcr's in busincss administration from University of Nairobi.

She a member of - Kenya Institute of Bankers, Kenya institute

of Management, and lnstitute of Human Resource Management

Director Hamza Hamisi Hussein, Member of the Human

Resource Cornmittee and Finance and Planning Cornrnittee of

the Board of Diectors was born in 1979. He was appointed on

24th March 2023. He has vast experience in Information

Technology. He has a Certificate in Computers. He represents

the Water Users Association in the board of dilectors.

Mr Felix Lalo Wanje is the Managing Director. He was

appointed on l't November 2023, He holds a master's degrec in

business administration and is a Certified Human Resource

Professional. He has vast experience in administration from the

County Government.

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

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

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

lnstitute of Arbitrators. She also holds a mastcr's in busincss

admini stration, Strategic Option

vul
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di ater and Sewerage Company Ltd
rt and Financial Statements for the ar ended June 30, 2023

Key Management Team

Mr Felix Lalo Wanje is the Managing Director. He was appointed on I

November 2023. He holds a master's degree in business administration and

is a Certified Human Resource Professional. He has vast experience in

administration from the County Government.

Engineer Isaac Chibule is the Acting Managing Director and the Technical

Manager. He holds a BSc degree in Water Engineering from Kenyatta

University and a master's degree in project planning and management at

the University of Nairobi. He is also the Technical Services Manager
t4

Mr Seith Baya is the Finance Manager. He holds a bachelor's degree in

business administration from Kenya Methodist University, he is a Certified

Public Accountant CPA. (K) and a Certified Public Secretary CPS.

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

degree in business administration (HRM) Human Resource and a post

graduate diploma in Human Resource

T1 lt

Ann

f..-,
1l:'

E--

1X



Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30,2023

Management Team (Continued)

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

Business Management. He has vast knowledge in accounting and banking.

He has worked in various capacities in the accounting freld. He is a Certified

Public Accountant

I

Vellasco Ndaro is the Co"'mercial Manager. He holds bachclor's degrcc in

business mrnagement and a Master of Arts in Project planning and

Management. He is a registered Member of the Kenya Tnstitute of

Management

Mrs Priscillah Oluoch is the Head of Snnitation Services. She holds a

Bachelor of Development Studies and Master of Project planning and

Management from the University of Nairobi, Diploma in Water Engineering

from the Technical University in Kenya and a Post Graduate Diploma in

Land Regularization and Management from Erasmus University,

Netherlands.
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Co
tedcontinuedtoregisterrernarkableprogressinitspursuit

Ma and Sewerage ComPanY Limi

the year under review, significant Progress was realised

peop le in its area of mandate' In

in network coverage and cus tomer base. This was largely attributed to the on-gomg

Wa tation Development Project under the World Bank

lnga

Board of Directors

x1

\try'at€r

Finrn{al Performance --- -++-.r,.,rra

;;;J, ;ver increased by g.5%comp,*d to the previous year, attributable to the increase rn

::":T" ffi ;*;;r*,sdiction. rn addition, there was a marked increase in the production and

aistiilltion of water levels compared to the last financial year'

I

p"r,Jr, $upport

;r:ffi"fiu, *o,io""a working closery with development partners in the pursuit to realize its

il"lt" ffi *."""** the worrd Banlq water Services Trust Fun4 the countv Government of

Kitfihnd cDF. This partnership has resulted in the improvement of water and Sanitation Services in

uotr 
{rarihai 

and Magarini which are within our areas ofjurisdiction'

I

mo{rglo.w".a
;;;[;" financial year, the unreleuting support received from the county Government of Kilifi

;ffa;:;;;; ,o ,r"."ur" ro service area in a tremendous wav. we appreciate and rook forward

to 
"$ti"u"a 

suPPort in this'

Sa$on

Malhdi Water and Seweraee Comoanv Limited
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Overall performance of the Company and Economic Outlook
There was an improved service provision in the current financial year which was attributable tostabilized water bulk water production from the source works. There was arso an improved billing andrevenue collection at the same time as a result of vigorous debt collection.

Major Water and Sanitation projects Undertaken by the Company

"r"Hi:.ffi;T"a;::"r, 
continued with nerwork improvement. pipetine network intensification

companyspentKShsrrr,ffi;r:f,::::H:f'ent Project' During the rinanciar year, the
rcrease in coverage progrzun.

Compauy,s Strategic plan

The company embarked on implementation of the Strategic pran which spans for five years startingfrom20l9 to 2024' The plan embraces the aspirations of ttre county Government of Kilifi on its visionfor provision of clean water and sani6fie1 services the people of Kilifi County.

6. Report of the Managing Director

Challenges

Felix Wanje

Manaeing Director

xlr

The company is currently faced with challenges in using a non-cost recovery tariff to nrn theorganisation' The managemcnt is at an advanced stage to have a cost recovery hriffapproved to ensurecontiuued smooth operations.
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tegic Pillarl : Financial perspective

tegic Pillar2: Customer Perspective

gic Pillar3: Intemal (process) perspective

tegic Pillar4: Learning and growth perspective

Bo

its

The developed its annual work plan based on the above four pillars. Assessment of the

orTnance agarns t its annual work plan is done on a quarterly basis. The Company achieved

targets for the FY 2022/2023 as indicated in the table below

Review of Strateeic Obiective P rrnance for the vear 2022 2023

S

S

S

IUII

:rate Key Performance Indicators Activities Achievementss gic Pillar Objective

rcial perspective Increase length
of pipeline from
l,273lan to
l,292l<y:n

Increased pipeline Network
intensification
within Malindi
Township

Pipeline
completed

mer Perspective Maintain the
hours of supply
to 22 hrs per day

Supply water above 22
hours per day

Pumping done for
22 hours per day

Maintained at
22 hours per
day

alG
:ctiv

rocess)
e

Fortiff and
intemalize
Organizational
capacity and
process.

Develop 3 No. policies Present policies
for approval

3 Policies
approved

Capacity build
and develop
employee skills

Stafftraining Staff taken for
training in
various relevant
training
institutions

growth

xllt

t

7St{iterdent of Performance against Predetermined Objectives for FY 2022123

Ir{at$ai Water and Sewerage Company Limited has strategic pillars and objectives within its strategic
I

plan 
ffor dre FY 2019 to 2023. The strategic pillars are as follows:
ir
l.

2.

3.

4.

I lt

Undertake staff
training



Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30,2023
8. Corporatc Governance Statement

The board of directors for Malindi Water and Sewerage Company Limited is commiued to good

corporate governance and has adopted corporate governance practices that are in line with the

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

guidelines from the Water Services Regulator Board.

Succession plan

All the non-executive directors are appointed for an initial term of 3 years. The board imFlements the

term limit in line with the articles of Association and the board charter. A set of tbree board members

resign on completion of the three-year term at an Annual General Meeting so to ensure continuity of
board members and achieve a succession plan for good govemance. The board maintains the required

skills matrix in the succession plan. The current directors were appointed ot 24b March 2023 for a

period of3 years.

Appointment and removal of directors

All the non-executive directors in the board represent a stakeholder group as provided in the articles of
association and appointment guidelines by the Water and Sanitation Regulator. The appoinment is

conducted by a joint nomination committee constituted by the Water and Irrigation Chief Executive

Cabinet Member of the County govemment of Kilifi. The appointnents are ratified dwing an AGM.

xlv

Board meetings held and the attendance to those meetings by members.

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

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

4 subcommittee meetings and 4 full board meetings. All the directors attended the meetings as

scheduled except for the two directors seconded from the County Govenrment of Kilifi who could not

attend some of the meetings due to unavoidable circumstances.

Board charter

The board of directors has clear roles, powers, duties and fi.rnctions as set out in the board manual which

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



M di Water and Sewerage Company Ltd
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CO TE GOVERNANCE STATEMENT (Continued)

Rol add functions of the Board

lelof the Board of Directors is to determine the Company's policy and strategy, to monitor theThe

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

,tat{hotde., and shareholders. The Board is also responsible for overseeing the company's intemal

con I systems designed to safeguard the company's assets and to ensure the reliability ofthe financial

tlon provided by the company. The Board has 3 committees namely

(a) Finance and Administration Committee

(b) Audit Committee.

(c) Human Resource Committee

Ind ctio[ and training

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

bo charter. The aim of the induction is to enable tJre new director to be effective in the roles. The

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

as ls eccsary in dispensing their duties as directors. During the financial year, the new directors were

tak for a two-day residential induction training

Boa

The

and member performance

commission's board evaluation and performance audit exercise to identifo any gaps and

lvays of closing gaps. The board evaluation is conducted in each financial year by an external

tant. During the financial year 2022/23 the board did not conduct the performance evaluation asc

thcy just been appointed

xv

Con{ict of interest

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

all itsif hkeholders. All board members and management and employees are expected to avoid activities
I

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

or p{hntial conflict of interest in relation to a matter before the board is required to disclose such

mter$t and to recuse himself or herself from the discussions relating to the matter in question.



Malindi Water and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023
CORPORATE GOVERNANCE STATEMENT (Continued)

Board Remuneration

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

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

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

of directors and the ability to pay by the Company.

xvl



Accounts On Suoply Total
A,/c'sEstimated

Reading
Total Billed

New
Connections

Paid For

Total A,/C
off

Supply

Active
tuCs Off
Supply

Terminated
Off SupplyActual

Reading
(8) = (3)
+(6) +(7)(3) = (1) +(2) (4) (5)

(6) = (5)-
(7) (7) cumulative

lvlon
Peri

h/
d

(1) (2)

')n l 14,523 11 ,127 3,397 41 ,1282022 l 22,619 3,986 26,605 184

2021 25,8U 257 12,684 9,597 3,0872021 22,581 3,253

Mont /Perlod Water Production Water Sales Billing Efficiency Non-Revenue water

Total (ma) m3 o/"

2022 2023 6,910,230 5,313,433 23%

2(rj1 2022 7,173,382 s,063,398 71% 29o/.

di Water and Sewerage Company Ltd
al rt and Financial Statements for the year ended June 30, 2023

Water Production and Billing Efficiency

ase in water production and an increase in water sales in the financial year under

to the previous year. The non-revenue water loss reduced compared to the last

other

fr"- ", a result of concerted efforts by the management. The Company has partnered with

]ror-*, Agencies to improve on the loss.

Water Production, Billed and Billine Efficiency

Revenue and Collection Efficiency

Th as a decrease in total billing and collection effrciency in the current financial year compared to

last

revr

effrci cy

management has formed a revenue collection unit and is expected to improve the

more fiom the arrears.

Revenue il tr n and lt ti
2022-2023

2021-2022
KShs

KShs

Total Billinq
509,270,214

467 ,480,777

Total Collection
454,401,395

449,315,804

Collection Efficiency
90.00%

96.1 1%

xvll

9. [f,anhgement Discussion and Analysis
I

a) Qpetations and financial performance of the organisation
I

$ t tumUer of Consumer Accowrts Billed
I

fhe lhurrter of consumer accounts continued to increase steadily largely attributable to the new

plp"ilr", p.orided by the minor work improvement.

i Total Number of Consumer Accounts

iii)

38,518



Malindi Watcr and Sewerage Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023
Management Discussion and Analysis (Continued)

b) Key Projccts ongoing

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

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

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

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

by the Company.

c) Compliance with statutory and other financial obligations

i) Service Provision Agreement

The Company is licensed to operate by the Water and Sanitation Regulatory Board. Currently, the

Company is licensed to operate up to the 31 August 2023.

ii) Tariff Regime

The Company operates a tariffregulated and gazetted by Water and Sanitation Regulatory Board which

is gazetted for operation for a specified period. The current tariff was renewed in October 201'l for a

period of 3 years. The new tariff is expected to be in place in the first quarter of the financial year

2023124.

d) Major risks facing the organisation.

i) Negative working cash-flow

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

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

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

increasing revenue collection from defaulting customers and increasing customer base by venturing in

areas that were previously under served.

xvlll
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The

with

n
al

Closure of major customers in the operation area

The y relies heavily on major customers who include the Hotels in generatirrg revenues to cross

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

red Sr"i"g the management to review the tariffmodel in order to sustain the frnancial operations.

o[ n","t, are now subdividing the units to sell them off to individuals as domestic apartonents

h movrng from commercial enterprises to domestic tariff band

e) terial arrears in statutory and other financial obligations

i) Outstanding staff pension obligation

pany is lagging behind in remitting staff pension contributions as a result of the period itThe

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

County Pension Fund Managers in order to recover the period it did not remit in full.

ll Outstanding supplier payments

The mpany is facing diffrculties in fully servicing of the arrears in the bulk water supply due to the

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

i$ across all the water services providers in Coast Region under the Coast Water Services

Bo Tht bulk water production is shared between Malindi Water and Kilifi Water Companies

f1 ew of the economy and the sector

The has been faced with an increase in demand for water services and an inadequate supply

non

the

infras

there

R

en

hfre. It is hoped that with the completion of the Water and Sanitation Development Project,

be a rernarkable increase in water and sanitation services to the residents of Malindi and its

ll'he cost of production remains so high per unit cubic meter of water supplied by the bulk

unit to the fvlalindi residents. The sector is engaged in altemative sources of power for production

xlx

I

I lll rl I
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10. Environmentaland SustainabilityReporting

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

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

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

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

(i) Sustainability strategy and profrle

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

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

water coverage hence increase revenue base in the area of operation.

(ii) Environmentalperforrnance

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

Program. The funding is for use in construction of l0 ablution block and 2 decentralized treatuent

facility in various parts of the service area. The Company is desirous of rnaintain a clean environment

in its operation.

(iil) Employee welfare

Malindi Water and Sewerage Company is an equal opportunity employer. The Company encourag€s

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

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

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

(i") Market place practices-

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

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

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

in its trading.
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En ro ental and Sustainability Reporting (Continued)

orgfnisation has outlined its efforts to:

.a) Responsiblecompetitionpractice.

' The organisation has a policy that ensures responsible competition practices with issues

like anti-comrption, responsible political involvement, fair competition and respect for

competitors. All competitors are given level playground

b) Responsible supply chain and supplier relations

The organisation has a policy that ensures it maintains good business practices, treats its

own suppliers responsibly by honouring contracts and respecting payment practices. All

potential suppliers are given a chance to do business with the Company through a

competitive supplier prequalification and tender evaluation.

d) Product stewardship

The organisation has put in place and outlined efforts to safeguard consumer rights and

interests. AII major activities that are undertaken by the Company are first subjected to

consultative sessions with the Customers to ascertain that the consumer rights and

interest are well taken care of.

(v Community Engagements-

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

y &elivem free water to community establishments like schools and hospitals to ensure there is

e tnpact in the society.

)

a posl
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c) Responsible marketing and advertisement

The organisation has a policy on ethical marketing practices. All marketing activities

are put in place so as to athact a large follow up as is possible through placing the

advertisements in leading newspaper for print media. There is no misrepresentation of
. facts in advertisements.
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11. Report ofthe Directors

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

30 June 2023, which show the state of the Malindi Water and Sewerage Company Limited's affairs.

i) Principal activities

The principal activities of the Company are the Supply of Water to the Residents of Malindi and

Magarini sub-counties.

ii) Results

The results of the Company for the year ended 30 June 2023, are set out on page 1. Below is srunmary

of the proht of KShs 6,055,432.00 made during the year.

iii) Dividends

The directors do not recommend the payment of dividend in the financial year ended June 30, 2023

iv) Directors

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

accordance with Regulation of Malindi Water and Sewerage Company Limited's Articles of

Association, three directors retire by rotation and, being eligible offer themselves for re-election.

v) Auditors

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

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

By Order of thc Board

Caroline Glad
Corporate S
Malindi

aruawMenIorCa

IBor

Date
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ment of Directors' Responsibilities

inance Management Ac! 2012 and the State Corporations Act' require the Directors to

cial statements in respect of Malindi Water and Sewerage Company Ltd' which give a

Ann

12.

The

p

S

true vipw of the state of affairs of Matindi Water and Sewerage Company Ltd at the end of the

ended 30 hne2O23 and the operating results of Malindi Water and Sewerage Company

for 30 June 2023. T\e Directors are also required to ensure that Malhdi Water and

mpany Limited keeps proper accounting records which disclose with reasonable accuracy

the position of Malindi Water and Sewerage Company Limited' The Directors are also

fo,r safeguarding the assets of the Company

are resPonsible for the Preparation and presentation of Malindi Water and Sewerage

v imited's financial statements, which give a true and fair view of the state of affairs of the

for and as at the end of the financial year ended on June 10,2023' This responsibility

Maintainingadequatefinancialmaoagementarrangemerrtsandensuringthattheseconttnue

to be effective throughout the reporting period'

Maintaining proper accounting records' which disclose with reasonable accuracy at any

time the financial position of the entity'

Designing,implementingandmaintaininginternalcontrolsrelevanttothepreparationand

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

misstatements, whether due to enor or fraud'

Safeguarding the assets of the Company'

Selecting and applying appropriate accounting policies; and

Making accounting estimates that are reasonable in the circumstances'

rs accePt resp onsibility for MAWASCO'S financial statements' which have been prepared

accounting Po licies supported by reasonable and prudort judgements and estimates'

ty with Intemational Financial Reporting Standards (IFRS), and in the maoner required by

Act and the State CorPorations Act' The Directors are of the opinion that MAWASCO'S

statementsgiveatrueandfairviewofthestateofitstransactionsduringthefinancialyear

(I

e

i)

a

la

J 30, 2023, and of the financial position as at that date'
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STATEI{ENT Of. DIRECTORS, RESpONSIBILITES (Conrinued)

The Directors further confirm the completeness of the accounring records maintained for MAWASC.,which have beelr relied upon in the preparation of its financial statements as weII as the adequacy ofthe systems of internal financial contol.

Nothing has come to the attention of the Directors to indicate that MAwAsco will not remain a goingcotrcern for at least the next twelve months from the date of this statement. The Directors note that thecompany reported a negative working cash flow as a result of the non-cost recovery tariff. A new tariffwas put in place in october 20 r 7 with the main creditor agreeing to extend the repaymeot period.

Approval of the financial statements

The company's financial statements were approved by the Board on 2g Septemb er 2023and signedon its bebalfby:

Samson Mapinga
Chairperson of the Board Felix Wanje

Manasins Director

,,
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f Or{wl[rotir attention to the contents of my report which is in three parts:

^ t$"l on the Financial Statements that considers whether the Financial Statements

4rdltaifty presented in accordance with the applicable financial reporting framework,

4cdburfting standards and the relevant laws and regulations that have a direct effect
<in lhe hnancial statements.

B. Refiort on Lawfulness and Effectiveness in Use of Public Resources which considers
corirpliance with applicable lawi, regulations, policies, gazette notices, circulars,
gui$elines and manuals and whether public resources are applied in a prudent,
effiftient, economic, transparent and accountable manner to ensure Government
aclileves value for money and that such funds are applied for the intended purpose.

I

C. Relort on Effectiveness of lnternal Controls, Risk Management and Governance
whl$h considers how the entity has instituted checks and balances to guide internal
op{iations. This responds to the effectiveness of the governance structure, the risk
rnailagement environment and the internal controls, developed and implemented by
tho$e charged with governance for orderly, efficient and effective operations of the
entlty.

An un{trodified opinion does not necessarily mean that an entity has complied with all
relevarft laws and regulations and that its internal controls, risk management and
governfince systems are properly designed and were working effectively in the financial
year u{ber review.

I

The tliree parts of the report are aimed at addressing the statutory roles and
respon$initities of the Auditor-General as provided by Article 229 of the Constitution, the
Public frinance Managemenl Act,2O12 and the Public Audit Act, 2015. The three parts of
he report, when read together constitute the report of the Auditor-General

REPORT ON THE FINANCIAL STATEMENTS

ualified Opinion

have audited the accompanying financial statements of Malindi Water and Sewerage
ompany Limited set out on pages 1 to 53, which comprise of the statement of financial

nEFdRTIOF THE AUDITOR-GENERAL ON MALINDI WATER AND SEWERAGE
COI,I*IANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2023tlt I

fr.eporl1oJfrie y'uditor-General on Malindi llater and Sewerage Company Limitedfor the year ended 30 June, 2023
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position as at 30 June, 2023 and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Malindi Water and Sewerage Company Limited as
at 30 June, 2023 and its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS)Accrual Basis and
comply with the Public Finance Managemenl AcL,2012, Companies Act, 2015 and the
WaterAct,2016.

Basis for Qualified Opinion

1. Omitted Expenditure on Electricity Bills

The statement of profit or loss and other comprehensive income reflects total operating
expenses of Kshs.612,053,159. Available information indicates that during the year under
review, payments in respect of electricity bills amounting to Kshs.136,855,149 was made
to Kenya Power and Lighting Company (KPLC) on behalf of Coast Water Works
Development Agency (C\ A//DA). However, this expenditure has not been disclosed in
the statement of profit or loss and other comprehensive income.

ln the circumstances, the accuracy and completeness of the total operating expenses of
Kshs.612,053,159 could not be confirmed.

2. Unexplained Variance in Trade and Other Payables Balance

The statement of financial position and as disclosed in Note 34 to the financial statements
reflects trade and other payables balance of Kshs.901,675,036 which includes
Kshs.S10,377,647 owed to Coast Water Works Development Agency (C\ANDA).
However, review of records maintained by the Agency indicates that the amount owed by
the Company to the Agency is Kshs.506,375,138 resulting in unexplained variance of
Kshs.4,002,509.

ln the circumstances, the accuracy and completeness of trade and other payables
balance of Kshs.9O1,675,036 could not be confirmed.

3. Understatement of lnventories Balance

The statement of financial position and Note 23 to the financial statements reflects
inventories balance of Kshs.54,250,974. However, inventory of water and chlorine have
not been disclosed.

Report of the Auditor-General on Malindi l{ater and Sewerage Company Limitedfor the year ended 30 June, 2023
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ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.54,250,974 could not De confirmed.

4. Long Outstanding Trade and Other Receivables Balance

The etatement of financial position and Note 24 to the financial statements reflects a
balance of Kshs.380,317,011 in respect of trade and other receivables. lncluded in this
balance is Kshs.2l7,121,994 in respect of debts which had been outstanding for more
than six (6) months. ln addition, these customers' accounts did not reflect current bills, an
indication that they may have been disconnected or suspended and no evidence of debt
recovery measures in place was provided for audit review.

ln the circumstances, the accuracy and recoverability of trade and other receivables
balance of Kshs.380,317,011 could not be confirmed.

5. Long Outstanding Customer Deposit Receivable

The statement of financial position and Note 26 to the financial statements reflects
customer deposit receivable balance of Kshs.8,443,600 which were long outstanding.
Management indicated that the deposits were in respect of customer fixed deposits
received before the inception of the Company in 2006 and was to be refunded by Coast
Water Works Development Agency (CWWDA). However, no refund had been as at the
time of audit in January,2024.

ln the circumstances, the accuracy and recoverability of the customer deposit receivable
balance of Kshs.8,443,600 could not be confirmed.

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

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

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.1,175,466,185 and Kshs.618,108,591
respectively, resulting in an under-funding of Kshs.557,357,593 or 47o/o of the budget.
Similarly, the Company expended Kshs.1 ,161,249,742 against an approved budget of
Kshs.1,175,466,184, resulting in an under-expenditure of Kshs.14,216,442 or 1% of the
budget.

The underfunding of the approved budget affected the planned activities and may have
impacted negatively on service delivery to the public.

Repon {the Auditor-General on Malindi llater and Sewerage Company Limitedfor the year ended 30 June, 2023,3



My opinion is not modified in respect of this matter

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

Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2023. Although
Management has indicated that the issues have either been resolved or partially resolved,
no evidence or explanation was provided to support that assertion.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness 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 Conclusion

1. Non-Compliance with Law on Ethnic and Gender Composition

Review of payroll records revealed that the Company had a staff establishment of two
hundred and thirteen (213) employees out of which one hundred and fifty-six (156) or
73o/o were from the dominant ethnic community in the County contrary to Section 7(2) ot
the National Cohesion and lntegration Act, 2008 which states that no public establishment
shall have more than one third of its staff from the same ethnic community. ln addition,
one hundred and seventy-six (176) or 83o/o employees were male while thirty-seven (37)
or 17o/o were female. This was contrary to paragraph 8.22 (2) of the Public Service
Commission Human Resource Policies and Procedures Manual, 2015 which states that
the Government will endeavor to have a gender balanced Civil Service by ensuring that
not more than two{hirds (2/3) of positions in its establishment are filled by either gender.

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

2. Excessive Expenditure on Board Meetings

The statement of profit or loss and other comprehensive income and Note 13 to the
financial statements reflects Board expenses amounting to Kshs.S,717,039. Review of
records revealed that the Board held ten (10)full Board meetings during the year under
review contrary to Office of the President Circular reference number OP/CAB.9/1A dated

Report of the Auditor-General on Malindi llater and Sewerage Company Limitedfor the year ended 30 June, 2023
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11 March, 2020 paragraph A (2) which states that the Board meetings shall be restricted
to a minimum of four(4) and capped at a maxirnum of six (6) for each financial year
resulting to excess expenditure of Kshs.2,286,816.

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

3. Non-Remittance of Pension Deductions

The statement of financial position and Note 37 to the financial statements reflects a
balance of Kshs.109,339,387 in respect of retirement benefit obligations. Review of
records revealed that this balance is owed to LAPTRUST as pension scheme contribution
that had not been remitted as at 30 June, 2023. ln addition, Management has not
disclosed the interest and penalties which the unremitted balance had attracted.

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

4. Long Outstanding Trade and Other Payables Balance

The statement of financial position and Note 34 to the financial statements reflects trade
and other payables balance of Kshs.901,675,036 which includes a balance of trade
payables that have been outstanding for over ninety (90) days of Kshs.861 ,528,814.

ln the circumstances, the non-settlement of trade and other payables as they fall due may
result in payment of fines and penalties.

5. Use of Expired Water Sales Tariff

The statement of profit or loss and other comprehensive income and Note 6 to the
financial statements reflects operating revenue totalling Kshs.499,912,'l 02 which includes
revenues from water sales totalling Kshs.483,153,452. Review of records revealed that
the water tariff used in billing was approved through Gazette Notice No.7535 dated
4 August, 2017 for the period 201712018 to 201912020 financial year and was not
renewed by WASREB as required.

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

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on

Report oJthe Auditor-General on Malindi Water and Sewerage Company Limitedfor the year ended 30 June, 2023
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Effectiveness of lnternal Controls, Risk Management and- Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Officer Serving in Acting Capacity Beyond Stipulated Period

Records provided for audit review indicated that the Deputy Technical Manager was
appointed as the Acting Manager Sanitation with effect from 1 June,2021. lt was stated
in the letter that the acting appointment would be for six (6) months without allowances.
However, at the time of audit in January, 2024, or nineteen (19) months after the
appointment, the officer was still serving in the same capacity. No explanation was
provided for the acting appointment beyond the stipulated period and for failure to confirm
the officer or substantively fill the position.

ln the circumstances, the existence of effective human resource policy guidelines to
manage and deploy staff could not be confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015, I report based on my audit, that:

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

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

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

Responsibilities of Management and the Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters

Report of the Auditor-Generol on Malindi llater and Sewerage Company Limited for the year ended 30 June, 2023
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related lo going concern and using the going concern basis of accounting unless
Mandgement is aware of the intention to terminate the Company or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Furths, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal oontrol 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 lhe design or operation of one or more of the internal control components does not

Report $yhe Auditor-General on Malindi ll/ater and Sewerage Company Limitedfor the year ended 30 June, 2023
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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 225(7) of the Constitution. Reasonable assurance is a high level of assurance, but

I is not a guarantee that an audit conducted in accordance with lSSAls will always detect
I a material misstatement and weakness when it exists. Misstatements can arise from fraud
I

I or error and are considered material if, individually or in the aggregate, they could
I reasonably be expected to influence the economic decisions of users taken on the basis
I of these financial statements.
I

I ln addition to the audit of the financial statements, a compliance audit is planned and

I performed to express a conclusion about whether, in all material respects, the activities,
I financial transactions and information reflected in the financial statements are in
T

I compliance with the authorities that govern them and that public resources are applied in

I an effective way, in accordance with the provisions of Article 229(6) of the Constitution

I and submit the audit report in compliance with Article 229(7) of the Constitution.

I



I
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 controls 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.

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

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

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

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

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

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

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and

Report of the Auditor-General on Malindi ll/ater and Sewerage Company Limitedfor the year ended 30 June, 2023

8



rtl_ iittI
<l-k

tr v CBS
N RAL

24

or-General on Malindi llater and Sewerage Company Limitedlor the year ended 30 June, 2023

I

F

N

r'l

othfr matters that may reasonably be thought to bear on my independence and where
apdicable, related safeguards.

Report



I

di er and Sewerage Company Limited
p rt and Financial Statements for the year ended June 30,2023

Of Prolit or Loss & Other Comprehensive Income for the Year Ended 30 June 2023.Sr rten

Note 202?-2023 2021-2022
KShs KShs

R Iv NUI
o per Lting Ret rgntle 6 499,9t2,702 456,455,929
G :an s Inr om 7 108,838,377 267,572,611
o :he Incr )me I 9,3 58,112 11,024,84A

nelF ce Ir .come I
o :he galr $/( losses) 10
T ]T LR 1V l: NUES 618,108,591 729,O533Aa

E; (Pl NSE t
:ostr 11 2r8,717,960 270,760,952

Gr )ne al ar rdC perations expenses l2 256,108,584 303.040.373
13 5,7L7,039 7,894,293

M aln enal rce ixpenses 14 5r,647,544 62,212,966
D )pt ciat oni lnd Amortization expenses 15 79,868,033 78,3t0,661
Fi ceC )sts 16
T ]T LOI )ER ATING EXPENSES 612,053,159 66L,619,246

PI lo tr/l LO! ;s) BEFORE TAXATTON 6,O55,432 67,434,743

vtE 1 'AX EXPENS[/(CREDTT) 77

PI lo tr/l LO! ;S) AFTER TAXATION 6,O55,432 67,434,143

o' TH RCI )Mt ,REHENSIVE INCOME
Fz lrr rlue through comprehensive income

rnSt ts ol L revaluation of PPE

6,O55,432 67,434,143

E tgs r er share-basic and diluted 18

ndl rer I hare 79

I

t

I

Sraffl

8oa rt Expenses

INCO

TOTI L COMPREHENSIVE INCOME FOR THE YEAR

Dividl



T

and Sta ements
and Sewerage company Limited

fo the year ended 20 ,ar

me

tAn

) S t Of Financial Position As at 30 June 2023

cial statemcnts were approved by the Board on 2E\eptember 2023 and sigred on its behalf bY:

Dlr Samson MrP inga
anje
ng Director Head of Finance ICPAK

M/l{o:10436

2021-20222022 - 2023
KShs

Note

ln

55
DP

S

m

a

I

na

e

I

ita

a

t
to

ul ment

a

C

a t and

bI AS

No -c rrent Assets

other receivables

tal Receivable

it Receivable

ca h balances

AN LTABILITIES

strare ca ital

ra t Fund

tio Reserve

an Reserves

t bilities
de nd other bles

vls r leaven o

ent benefit obl ations

LE UITY AND LIABILITIES

t Assets
20

'))
2l

rESSln

23

27

24

26

25

D

t Assets

Reserves
z8

32

29

31

30

rve Fund
ect

tal

Balance

Liabilities

os iter

abletu
t LiabilitiesI

34

38

35

37

36

KShs

;STAI
56

5,552 51

06,019
lrl t )n- 498 643 752

'opPr 3,759,608
19,39058tarlr 491,728,503

1 \6r 577 8s9ror L 630 905 410
ot,T

50, 630,902
C un 54, 250,974

321 68 714
I 380 17 011

5,000,0001 5 000,000
ha

o 443,600(
8,443,600

19,415 446)us( 72 3L,649
,ar 62405 15I 23+460
lol 736 szr1 59l.) 49 644
To

EQ

C^t 5,000,0005 000 000

Ort 327 761,5487162l 7
ap

Prt 39 s34,99639 534,996
Ca 447 ,2643A4447 264 384
Re 32164 7170 093 264
Ca

Nt 354 033 s26830 303 937

C1 892 007 701901, 675,036
Tl

P. 81,01466t3 060 zt4
C 90, 376,448109, 339,387
R 6,8 77,807
G I 65 1631 0 952
T 736,5211 53492 09
,]

lix

2

Chairman of th€ Board

Malindi Water June 30,
Financial

Assets



Malindi Water and Sewerage Company LimitedAnnual rt and Finaacial Statements for the year ended Jun e 30,2023
3. Statement Of Changes in Equity for the Year Ended 30 June 2023
Particulars Ordinary share

capital
Revaluation

Resewc
Capital Reservc

FundAt t,202t Retained earnings
5 000

Total
447,264,384 39,534,996Net t For The Year 395, t 95,691) 96,603 ,689Revaluati on Garn 67,434,t43 67,434,143

At June 30,2022 s,000,000 447,2 64,384 39,534,996
,548)(327 ,76t 164,037 ,832At JU 1,2022

5,000,000 447,264,384 39,534,996YearN Ftet profi or The (327,761,548) 164,037 ,832
uation Gain 6,0s5,432 6,05s,432

Ar June 30,2023 5,000 ,000 447,264,384 39,534 ,996
)(32t,706,l l6 170,093,264

J
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4 tabment Of Cash Flows for The Year Ended 30 June 2023

202L - 2022
KShsNotecl ;HF FROM OPERATING ACTIVITIES

65,942,377 402,559,46439rh gr rnerated from/(used in) operationsCa

65,942,377 402,559,464Nc : cas activitiesh generated from/(used in) operati
I

CA ;HF LOWS FROM INVESTING ACTIVITIES
Prrr (10,212,924',1 (124,208,88r)20e ofproperty, plant and equipment

[6,086,300)21Pu of Intangible assets
(41s,153,069)22 (s38,983,6s9)rk irLProgress

(s4s,44A,2SO)(549,196,583)Ne cas lnvesting activitiesh generated from/(used in)

LOWS FROM FINANCING ACTIVITIESHF
(26,728,959)nc ease /fDecreasel in proiect grant reserve

w1 136,150,75633 476,270,4L1)PL 0an
170,o21,797476,270,4L1Ne cas r generated from/(used in) financing activities

nna G2,A66,989',)(6,983,796')rNt oIN CASH AND CASH E UIVALENTS/(DECREASE)

52,282,43519,415,M6HA VD CASH EQUIVATENTS AT BEGINNING OF THE YEAR

27 12,431,650 t9,4ts,446HA
'ID 

CASH EQUIVALENTS AT END OF THE YEAR

4

2022 - 2023
KShs

CAI

CAS

CA!

I llt tl
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Annual Repo rt and Financial Statements for the year ended June 30r 2023

5. Statement Of Comparison of Budget & Actual Amounts for The Period Ended 30 June 2023

Ori8inal Budget Adjustments Final BudSet

Actual on
Comparable basls

Performance
Difference % of utilization

2022-2023 2022-2023 2022-2023 2022-2023 2022-2023

KSh s Kshs KShs KShs KShs o/o

(a) tb) (c=a+bl (d) (e=c-d) (f=d / c o/o)

REVENUE

Operating Revenue 474,510,000 24,090,000 498,600,000 499,912,102 (r,312,102',1 100

Grants lncome 125,989,764 11,800,000 L37,789,764 708,838,377 28,951,387 79

0ther Income 62,806,010 62,806,010 9,358,r12 53,447,898 15

WSDP Loan 2,478,942,368 (2,002,671,957) 47 6,27 0,471 475,270,4L1
Otler gains/0osses)
TOTAL REVENUES 3,142,248,t42 (7,966,78r,957) 1,175,466,185 618,108,591 557,357,593 53

EXPENSES

StaffCosts 224,298,260 224,298,260 278,717,960 5,580,301 98

General and Operations expenses 265,727,687 890,000 266,611,687 256,108,584 10,503,103 96

Board Expenses 9,283,748 9,283,748 5,717,039 3,566,109 62

Maintenance Expenses 77,386,?17 35,000,000 52,386,217 sl,641,544 744,667

Depreciation and Amortization expenses 79,A68,033 (79,868,033)

Finance Costs

TOTAL OPERATING EXPENSES 516,689,306 35,890,000 5s2.579.306 672,053,t59 (s9,473,853) 111

CAPITAL EXPENDITURE ?,625,558,836 (2,002,671,957) 622,886,878 549,196,583 73,690,295 88

3,142,248,t42 (r,966,787,9571 1,L75,466,184 I,167,249,742 14,216,442 99

5

2022-2023

99

TOTAL EXPENDITURE



)

indi Water and Sewerage Company Limited
ual rt and Financial Statements for the year ended June 30, 2023

Stdtement of Compliance and Basis of Preparation

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

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

imarketable securities and financial instruments at fair value, impaired assets at their estimated

rocoverable amounts and actuarially determined tiabilities at their present value. The

preparation of financial statements in conformity with Intemational Financial Reporting

Standards (IFRS) allows the use of estimates and assumptions. It also requires management to

exercise judgement in the process of applying the entity's accounting policies. The areas

invplving a higher degree ofjudgement or complexity, or where assumptions and estimates are
I

significant to the financial statements, are disclosed in the financial statement notes.

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

firnctional and reporting currency of the Company.

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

porlorations Act and Intemational Financial Reporting Standards @RS). The accounting

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

6

6-l Notes To the Financial Statements
I

l.l Gemeral Information
I

l, 
fr,fAi"Ai Water and Sewerage Company is established by and derives its authority and

I acdountability from Water Act 2002. The entity is whotly owned by the County Government

l,of fiffn and is domiciled in Kenya. The entity's principal activity is the Supply of Water and
lri
f ] 

Suirit"tio" Services to the Residents of Malindi and Magarini sub-counties.
i

ilfor rcenfan Companies Act reporting purposes, the balance sheet is represented by the

I sAtement of financial position and the profit and loss account by the statement of profit or loss
I

I and other comprehensive income in these f,rnancial statements.



Malindi Water and Sewerage Company Limited
Annual Report and Financial Statements for the year ended June 30,2023

Notes to the financial statements (continued)

3. Applicetion of Ncw end Rcvired Intcrnrtionel Finrncirt Rcportiag Strnderdr
(rFRS)

New and amended standards and interpretations in issue and effective in the year ended

i0 June 2023.

The Directors have assessed the applicable standards and amendments. Based on their assessment
of impact of application of the above, they do not expect that there will be a significant impact otr
the company's financial statements.

7

IFRS 17 Insurance

Contracts (issued in May
2017)

The new standard establishes principles for the
recognition, measurement, presentation and disclosure
of insurance contracts issued. It also requires similar
principles to be applied to reinsurance contracts held and

investnent contracts with discretionary participation
features issued. The objective is to ensure that entities
provide relevant information in a way that faithfully
represents those contracts.

The Company does not issue insurance contracts.

I Effective for annual

periods begiruring on
or after ltt January
2023.

IAS (Intemational

Accounting Standards) 8-

Accounting Policies,

Errors, and Estimates

The amendments, applicable to annual periods

beginning on or after lst January 2023, introduce a

&fioilio of 'rmnniot cstin.t s' end include other
amendments to IAS 8 to help entities distinguish
changes in accounting policies from changes in
accounting estimates.

The Company is not affected by this amendment in the
financial statement

The arnendments are

effective for aonual
reporting periods

begiruring on or after
January 1,2023.

Amendments to IAS 1

titled Disclosure of
Accounting Policies
(issued in February 2021)

The amendments, applicable to annual periods

beginning on or after lst January 2023, require entities
to disclose their material accounting policy information
rather than their signilicant accounting policies.
This has not brought about changes to the accounting
policies disclosed to the financial statement.

The amendments arp

effective for annual
periods begirning on

or after January l,
2023.

Amendments to tAS 12

titled Defened Tax
Related to Assets and

Liabilities arising from a

Single Transaction
(issued in May 2021)

The amendments, applicable to annual periods

begiruring on or after lst January 2023, narrowed the

scope ofthe recognition exemption in paragraphs l5 and

24 ofIAS l2 (recognition exemption) so that it no longer
applies to transactions that, on initial recognition, give

rise to equal taxable and deductible temporary

differences.

The amendments are

effective for aru:ual

periods beginning on
or after January 1,

2023.



Maltndi Water and Sewerage Company Limited
Annual Report and Financial Statements for the year ended June 30' 2023

Nbtes to the Financial Statements (Continued)

ADpllcation of New and Revised International Financial Reporting Standards
(trRts)
ii. New and amended standards and interpretations in issue but notyet efrbctive in the year

ended 30 June 2023

T$ Dlectors do not plan to apply any of the above until they become effective. Based on their
asdlssdent of the potential impact of application of the above, they do not expect that there will
be I significant impact on the company's financial statement).

8

The amendments are

effective for annual

periods beginning on or

after January l, 2024.

Earlier application is

permitted.

Amendments to IAS

1 titled Classification

of Liabilities as

Current or Non-

current (issued in

January 2020,

amended in October

2022)

The amendments are

effective for annual

periods beginning on or

after January l, 2024.

Earlier application is

permitted.

The amendment, applicable to annual periods

begiruring on or after lst Jatrary 2024,

requires a sellerJessee to subsequently

measure lease liabilities arising from a

leaseback in a way that it does not recogrrise

any amount of the gain or loss.

Amendment to IFRS

16 titled Lease

Liability in a Sale

and Leaseback

(issued in September

2022)

The amendments are

effective for annual

periods beginning on or

after January l, 2024.

Earlier application is

permitted.

The amendments, applicable to annual

periods beginning on or after lst January

2024, improve the information an entity

provides about liabilities arising from loan

arrangernents for which an entity's right to

defer settlement ofthose liabilities for at least

twelve months after the reporting period is

subject to the entity complying with

conditions specified in the loan arrangement.

Amendments to IAS

I titled Non-current

Liabilities with

Covenants (issued in

October 2022)

The amendments, applicable to annual

periods beginning on or after lst January

2024, clanfu a criterion in IAS I for

classifuing a liability as non-current: the

requirement for an entity to have the right to

defer settlement of the liability for at least 12

months after the reporting period

iti- Early adoption of standards

The Company did not early - adopt any new or amended standards in year under review.
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Annual Report and Financial Statements for the year ended June 30, 2023

Notes to the financial statements (continued)

4. Summary of Accounting Policies

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

below:

a) Revenue recognition

Revenue is measured based on ttre consideration to which the entity expects to be entitled in a

conhact with a customer and excludes amounts collected on behalf of third parties. The entity

recognizes revenue when it transfers control of a product or service to a customer.

i) Revenue from the sale of goods and services is recognizsd in the year in which the

Company delivers products/services to the customer, the customer has accepted the

products/sewices and collectability of the related.receivables is reasonably assured.

ii) Grants from Government Entities are recognized in the year in which the Company

actually receives such grants. Recurrent grants are recognized in the statement of
comprehensive income. Development/capital grans are recognize{ in the statement of

financial position and realised in the statement of compreheirsive income over the usefirl

life ofthe assets that has been acquired using such funds.

iii) Finance income comprises interest receivable from bank deposits and investment in

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

interest rate method.

iv) Dividend income is recognized in the income statement in the year in which the right to

receive the payment is established.

v) Rental income is recognizsd in the income statement as it accrues using the effective

interest implicit in lease agreements.

vi) Other income is recomized as it accrues.

9
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the fi nancial statements (continued)

of Accounting Policies

In-kind contributions

In-kind contributions are donations that are made to the Company in the form of actual goods

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

equipment utilities or personnel services. Where the financial value received for in-kind

contributions can be reliably determined, the Company includes such value in the statement of

comprehensive income both as revenue and as an expense in equal and opposite amounts;

otlerwise, the contribution is not recorded but disclosed.

Property, plant and equipment

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

depreciation and impairment losses. Certain categories of property, plant and equipment are

subsequently carried at re-valued amounts, being their fair value at the date of re-valuation

less any subsequent accumulated depreciation and impairment losses. Where re-measurement

at re-valued amounts is desired, all items in an asset category are re-valued through periodic

valuations carried out by independent extemal valuers.

l0

t-t

Malindi
Annual

b)

c)



Malindi Water and Sewerage Company Limited
Annual Report and Financial Statements for the year ended June 30, 2023

Notes to the financial statemerts (continued)

Summary of Accounting Policies

d) Depreciation and impairment of property, plant and equipment

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

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

and installations.

Depreciation on property, plant and equipment is recognized in the income statement on a

straightJine,/reducing balance basis to write down the cost of each asset or the re-valued

amount to its residual value over its estimated useful life. The annual rates in use arer

ITEM

Freehold Land

Buildings and civil works

Plant and machinery

Motor vehicles, including motor cycles

Computers and related equipment

Oflice equipment, fumitue and fittings

Years

Nil

25 years or the unexpired lease period

12.5 years

4 years

3 years

12.5 years

A full year's depreciation charge is recogni?€d both in the year of asset purchase and none in

the year ofasset disposal. Items of property, plant and equipment are reviewed annually for

impaimrent and accounted for in line with the provisions in the standard.

e) Intangible assets

Intangible assets with finite usefirl lives that are acquired separately are carried at cost less

accumulated amortization and acctrmulated impairment losses. Amortization is recognized on

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

method are reviewed at the end of each reporting period, with ttre effect of any changes in

estimate being accounted for on a prospective basis.

lntangible assets with indefinite useful lives that are acquired separately are carried at cost less

accumulated impairment losses.

ll
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to the financial statements (continued)No

Su ary of Accounting Policies

Amortization and impairment of intangible assets

Amortization is calculated on the straightJine basis over the estimated useful life of the

intangible asset. All intangible assets are reviewed annually for impairment. Where the

carrying amount of an intangible asset is assessed as greater than its estimated recoverable

amount, an impairment loss is recognized and the asset is written down to its estimated

recoverable amount.

Investment property

Investnent property, which is property held to earn rentals and/or for capital appreciation

(iucluding property trnder construction for such purposes), is measured initially at cost,

including transaction costs. Subsequent to initial recognition, investment property is

measured at fair value. Gains or losses arising from changes in the fair value of inveshnent

property are included in profit or loss in the period in which they arise. An investrnent

property is derecognized upon disposal or when the invesfinent property is permanently

withdrawn from use and no future economic benefits are expected from the disposal. Any

gain or loss arising from derecognition of the property (calculated as the difference between

the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in

the period in which the property is derecognized.

12
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Malindi Water and Sewerage Company Limited
Annual Report and Financial Statements for the year ended June 30, 2023

Notes to the financial statements (continued)

Summary of Accounting Policies

h) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability,

lease payments made at or before ttre cornmencement day, less any lease incentives received

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

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

dismantle and remove a leased asset, restore the site on which it is located or restore the

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

is recognized and measured under IAS 37. To the extent that the costs relate to a right-otuse

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

produce inventories. Right-of-use assets are depreciated over the shorter period oflease term

and useful life of the underlying asset. If a lease transfers ownership of the undedying asset

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

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

The depreciation starts at the commencement date of the lease. The right-of-use assets are

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

i) Fixed interest investments (bonds)

Fixed interest inveshnents refer to investrnent funds placed under Central Bank of Kenya

(CBK) long-term infrastruchrre bonds and other corporate bonds with the intention of eaming

interest. Fixed interest investrnents are freely traded at the Nairobi Securities Exchange. The

bonds are measured at amortized cost or at fair value through profit or loss or at fair value

through other comprehensive income (FVOCD.

j) Quoted investments

Quoted investments are classified as notr-current assets and comprise marketable securities

traded freely at the Nairobi Securities [1ghang6 or other regional and international securities

exchanges. Quoted investuetrts are stated at fair value.

l3
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N

s of Accounting Policies

the finoncial statements (continued)

Unquoted investments

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

in other Government owned or controlled entities that are not quoted in the Securities

Exchange. These are measured at fair value through profit or loss (FVTPL)'

fnventories

Iqventories are stated at the lower of cost and net realizable value. Cost comprises direct

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

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

using the weighted average cost method. Net realizable value represents the estimated selling

price less all estimated costs of completion and costs to be incurred in marketing, selling and

distribution.

m) Trade and other receivables

Trade and other receivables are recomized at amortized cost less allowances for any

uncollectible amounts. These are assessed for impairrnent on a continuing basis. An estimate

is made of doubtful receivables based on a review of all outstanding amounts at the year end.

Bad debts are written off after all efforts at recovery have been exhausted and when the

necessary approval to write offis granted. No debt write offwas made in the financial year

2022123

s

k)

D
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Notes to the financial statements (continued)

Summary of Accounting Policies

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the ctrrrent period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates aDd tax laws

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

reporting date in the area where the Company operates atrd generates taxable income. Current

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

not in the profit or loss statement. Current income tax assets and liabilities for the current

period are measured at the amormt expected to be recovered from or paid to the taxation

authorities. Management periodically evaluates positions taken in the tax rehrms with respect

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

provisions where appropriate.

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

of taxable temporary differences associated with inveshents in controlled entities, associates

and interests in joint ventures, when the liming of the reversal of the temporary differences

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

foreseeable future. Deferred tax assets are recognized for all deductible temporary differences,

the carry forward of unused tax credis and any unused tax losses. Deferred tax assets are

recognized to the extent that it is probable that taxable profit will be available against which

the deductible temporary differences, and the carry forward of unused tax credits and unused

tax losses can be utilized, except in respect of deductible temporary differences associated

with investnents in controlled entities, associates and interests in joint ventures, deferred tax

assets are recognized only to the extent that it is probable that the temporary differences will

reverse in the foreseeable future and taxable profit will be available against which the

temporary differences can be utilized.

15

o) Deferred tax

Deferred tax is provided using the liability mettrod on temporary differences between the tax

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

the reporting date.
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s to the financial statements (continued)

mary of Accounting Policies

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced

to the extent that it is no longer probable that sufficient taxable profit will be available to

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

re-assessed at each reporting date and are recognized to the extent that it has become

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

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

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

been enacted or substantively enacted at the reporting dat€.

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

surplus or deficit. Deferred tax iterns are recogrrized in correlation to the underlying

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

euforceable right exists to set off current tax assets against current income tax liabilities and

tbe deferred taxes relate to the same taxable entity and the same taxation authority.

Borrowing costs

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

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

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

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

rate borrowings are used to finance a qualiffing asset and are hedged in an effective cash

flow hedge of interest rate risk, the effective portion of the derivative is recognized in other

comprehensive income and reclassified to profit or loss when the qualifring asset impacts

proflt or loss. To the extent that fixed rate borrowings are used to finance a quali$ing asset

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

costs reflect the hedged interest rate. Investrnent income eamed on the temporary investment

of specific borrowings pending their expenditure on qualiSing assets is deducted from the

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

or loss in the period in which they are incurred.

)p
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Notes to the financial statements (continued)

Summary of Accounting Policies

q) Cash and cash equivalents

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

call and highly liquid invesments wittr an original maturity of three months or less, which are

readily convertible to known amounts ofcash and are subject to insignificant risk of changes

in value. Bank account balauces include ^mounts held at various Commercial Banks at the

end of the reporting period.

r) Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received net of
issue costs associated with the borowing. Subsequently, these are measured at arnortized cost

using the effective interest rate method. Amortized cost is calculated by taking into account

any issue cost and any discount or premium on settlement. Finance charges, including

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

added to the carrying amount of the instnrment to the extent that they are not settled in the

period in which they arise. Loan interest accruing during the construction of a project is

capitalized as part ofthe cost ofthe project.

s) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortized cost, which is

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

respect of goods and services supplied, whether billed to the entity or not, less any payments

made to the supplien.

l't
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s to the linancial statements (continued)

mary of Accounting Policies

u) Provision for staff leave pay

Employees' entitlements to annual leave are recognized as they accrue. A provision is made

for the estimated liability for annual leave at the reporting date.

Exchange rate differences

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

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

during the yearlperiod are translated into the functional crrrency using the exchange rates

'prevailing at the dates of the transactions or valuation where items are re-measured. Any

foreign exchange gains and losses resulting from the settlement ofsuch transactions and from

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

foreign currencies are recognized in profit or loss.

)

0 Retirement benefit obligations

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

1,2009. The scheme is administered by County Pension Fund and is funded by contributions

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

National Social Security Fund (NSSF). This is a defined contribution scheme registered under

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

specific conhibutions legislated from time to time and is currently at l5% of Gross Salary per

employee per month.

I tl
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Notes to the financial statements (continued)

Summary of Accounting Policies

w) Budget information

The original budget for FY 2022-2023 was approved by the Board of Directors on

l5th June 2022. Subsequent revisions or additional appropriations were made to the

approved budget in accordance with specific approvals from the appropriate authorities.

The additional appropriations are added to the original budget by the entity upon receiving

the respective approvals in order to conclude the final budget. Accordingly, the Company

revised the budget in January 2022 and obtained approvals from the directors.

The Company's budget is prepared on a different basis to ttre actual income and

expenditure disclosed in the financial statements. The financial statements are prepared

on accrual basis using a classification based on the natrue of expenses in the statement of
financial performance, whereas the budget is prepared on a cash basis. The amounts in

the financial statements were recast from the accrual basis to the cash basis and

reclassified by presentation to be on the same basis as the approved budget. A comparison

ofbudget and actual amounts, prepared on a comparable basis to the approved budget, is

then presented in the statement of comparison of budget and actual amounts. In addition

to the Basis difference, adjustnents to amounts in the financial statements are also made

for differences in the formats and classification schemes adopted for the presentation of

the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the

statement of comparison of budget and actual amounts and the actuals as per the statement

of financial perforrnance has been presented under the section statement of comparison

of budget and actual amounts for the period ended 30 Jr;rlre 2023 of these financial

statements where applicable.

l9
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N to the financial statements (continued)

Su ary of Accounting Policies

x) Serviceconcession arrangements

The Company analyses all aspects of service concession arrangements that it enters into in

detennining the appropriate accounting fieafinent and disclosure requirements. In particular,

lvhere a private party contributes an asset to the arrangement, the Company recognizes that

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

togcther with the asset, to whom it must provide them, and at what price. In the case of assets

other than 'whole-of-life' assets, it controls, through ownership, beneficial entitlement or

Othcrwise - any significant residual interest in the asset at the end of the arrangement. Any

lssets so recogrrized are measured at their fair value. To the extent that an asset has been

fecognized, the Company also recognizes a coresponding liability, adjusted by a cash

oons ideration paid or received.

y) i Comparative figures

Where necessary comparative hgures for the previous financial year have been amended or

ieconfrgured to conform to the required changes in presentation.

igtificant Judgments and Sources of Estimation Uncertainty
T{e preparation of the Company's financial statements in conformity with IFRS requires

mtnagement to make judgments, estimates and assumptions that affect the reported amounts of

reVenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of

tho reporting period. However, uncertainty about these assumptions and estimates could result in

oucomes that require a material adjustment to the carrying amount of the asset or liability

affected in fuhrre periods.

The Company made the following estimates and assumptions

5

20

I

Malindi Water and Seweragc Companl'Limited
,dnnual

z) Subsequent events

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

tnancial statements for the year ended June 30,2023.
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Notes to the financial statcments (continued)

Summary of Accounting Policies

a) Estimates and assumptions

The key assumptions conceming the future and other key sources of estimation uncertainty at the

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

amounts of assets and liabilities within t1s next financial year, are described below. The

Company based its assumptions and estimates on parameters available when the financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market cfiangss or circumstances arising beyond the control of
the Company. Such changes are reflected in the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value for disposal:

. The condition of the asset based on the assessment of experts employed by the Company.

. The nature of the asset, its susceptibility and adaptability 1e shnnges in technology and

processes.

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

r Availability of flmding to replace the assets.

2l

t

c) Provisions

Provisions were raised and management determined an es imate based on the information

available. Provisions are measured at the management's best est;mate of the expenditure required

to settle the obligation at the reporting date and are discounted to present value where the effect

is material.
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N the financial statements (continues)

ra Revenue

an Income

8

2021-20222022-2023
KShsKShs

440,770,229483,153,452ter s
76,285,70076,758,650ter RentMr

456,455,929499,912,1O2
I

2021-20222022-2023
KShsKShs

200,090,000Co rdit ional LiquidiW Support Grant
w2( 7,923,26677,042,335M; nilever Transform Project Grantco

48,879,48628,000,000Co rnt'l Government of Kilifi
L,477,7401,138,570Ro 'aty Club of Malindi

Sn rrt Metering Proiect Grant
3,202,7202,680,000Iinc I contribution

65,977,472WI TFI longo ni - M arereni Water Project Grant
261,572,6111o8,838,377

202L-20222022-2023
KShs

Itt erlmiscellaneous receipts
5,000lle lal I )onsumption Charge

15,000 9,500leconnection Chargelle lal I

4,5001,000esting feesvle erl
7,657,8005,515,500tle vc0 nnection charges
1,227,2507,024,250eter chargestle r'm

Irl 743,570( erc harges
1,856,050L,277,7000nn ection fees

33,75053,900iur erst :ding fees
1,100( )ul :har 'ges

58,000 63,400'el Tlln ation fees
36,0004,000I ,lc ns€ fees

ivl 136,598659,092I aus ler services
9,35B,112 11,024,848

22

Other Income

Inl

KShs

Rec

lt
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Notes to the financial statements (continued)

9. Finance Income

2022-2023
KShs KShs

Finance Income

10. Other Gains and Losses

2022-2023 2021-2022
KShs KShs

Other Gains

I l. Staff Costs

2022-2023 202L-2022
KShs KShs

Gross Salary and Allowances 770,905,707 177,822,479
Casual workers Wages
Medical insurance schemes 20,758,620 15,448,844
Employer's contributions to social security schemes 7,447,400 506,800
Employer's contributions to pension scheme 78,443,261 18,721,329
Provision for Leave pay 3,602,500 3,661,500
Gratuity 4,767,072

218,717,960 2lo,160,9s2

The average number of employees at the end ofthe year was:
Permanent employees - Management
Permanent employees - Unionizable 151
Temporary and contract employees 60

213 2ta

23

2021-2022

7

151
55



2022-2023 2021-2022
rscrD iption KShs

5,424,9t8 6,596,637
Ar ditr rs'remuneration 700,000 700,000
Bi nk( and commissionsa 320,552 488,103
Br lk raater costs t32,831,540 r34,893,680

972,535 8,967,55e
C( TIM :nication services and supplies L0,684,306 8,929,273
Cc rsul tancy fees

Cc 'porate Social Responsibility 109,500 655,000
Cc ;t of Electricity (Pumping stations, Boreholes) 4,655,276 6,400,943
Elr ctrir :ity and water f0flice) 1.,738,370 1,695,722
Hc ;piti tlity supplies and services 8,639,045 15,28L,309

3,387,760 2,779,239
Co rtra( :ted Professional fees 1-,286,800 556,800
Oc upa Safety & Health (OSH) t,247,700
ofl cea nd general supplies and services 26,01,6,L73 25,372,738
0tl ero perating expenses t3,655,864 6,908,797
Prr yrsll rn for bad and doubtful debts
Rer tex penses 408,800 669,600
!ta f tr; lnlng expenses 1,509,580 1,300,156
fr; lSp( rrtatign, travelling and subsistence t5,303,426 24,689,739
,ol rper Lsation for loss of livelihood 3,744,8t2 38,055,848

\Mo {dE roject Operations expense 793,239
lo/o WAI ) Regulatory Levy 20,370,809 18,699,231
u! lOIIlr )rldentification Survey 2,267,700

256,tOA,5B4 303,O40,373

Water and Sewerage Company Limited
ort and Financial Statements for the year endcd June 30, 2023

es the financial statements (continued)

G e landO erations E enses

24

KShs
Advertising, printing, stationery and photocopying

Chemicals

Insurance costs
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Notes to the financial statements (continued)

13. Board Expenses

14. Maintenance Ex enscs

15. Deprcciation and Amortization Expenses

16. Finance costs

l7.Incone Tax Expense/ (Credit

2022-2023 2021-2022
KShs KShs

Income Tax Expense / Credit
Total

2022-2023
KShs KShs

960,000 960,000
4,058,0003,580,000Directors' emoluments

L,777,039 2,876,293Other allowances
e7,894,2935,717,O39

2022-2023 202r-2022
KShs KShs

Repairs, Maintenance & Minor Works & Others 51,64t,544 62,2L2,966
5,-,647,,544 62,212,966

2022-2023 2021-2022
KShs KShs

Depreciation of Property, Plant and Equipm ent 77,975,191 76,477,819
Amortization of Intangible Assets 7,892,842 7,892,842

79,A68,O33 78,310,661

2021-2022
KShs KShs

Interest expense on loans
lnterest expense on bank overdrafts

25

2021-2022

Chairman's Honoraria

2022-2023
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Iinancial statements (continued)

gs Per Share

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

shares in issue during the year. There were no dilutive or potentially dilutive ordinary

as at the reporting date.

nd Per Share

ed dividends are accounted for as a separate component of equity until they have been

and declared at the relevant Annual General Meeting (AGIO. The Company did not

for any dividend in the financial year ended June 30, 2023.

26

19.
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Notes to the financial statements (continued)

20. Pro , Plant and E ul mente

2023
Freehold Land,
Buildings and
Civil Works

Plant and
Machinery

Motor
Vehicles,
lncluding

Motor cycles

Computers &
Related

Equipment

Office
Equipment,
Furniture &

Fittings

Total

Shs Shs Shs Shs ShsShs

Cost

412,834,232 240,901,266 75,420,735 36,947,26+ 48,263,537 414,407,034At3O lune 2022

3,603,059 7,604,320 5,005,545 70,272,924Additions

Disposals
Transfers/ad j ustments
Revaluation Reserve

412,434,232 ?44,5O4,3?S 75,420,735 38,591,584 53,769,082 824,619,958At end ofyear - 30 fune 2023

Depreciation

98,409,988 49,999,027 40,027,975 26,207,795 244,001,075At 30 lune 2022
33,356,889

Depreciation
10,320,856 30,563,041 18,855,184 17,577,475 6,658,635 77,975,191

Disposals
Impairment
Transfer/adiustments

68,454,211 51,605,391 325,976,205At 30 fune 2023 43,677,745 128,973,O28 32,465,431

369,156,447 775,531,296 6,566,524 13,013,807 20,403,251 49a,643,752Net Book value at june 30 2023

27

The Company carried out asset's identification, tagging and valuation and recosnized the values in the financial year ended 30 June 2019.
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tangible Assets

) In Progress

oI the

t I

rs to

2027-20222022-2023
KShsKShsINTANGIBLE ASSETS

I ost
3 377,971,9,464,21.7,t Iu lv1
6,086,300tionsI ddi

lsp rsals
rall sfers/adjustm ents

9,464,2119,464,211rd of year - 30 JuneI ter

I mo tio n
1,918,9183,8Ll,7601 tlu
7,892,8427,892,842

I ispr als
ent lossI npa

1 ranl ustmentsader
3,Bll,760s,704,603
5 652 45L3,759,608T t Value at une 3Oo

/orl

202L-20222022-2023
KShsKShs

p( 774,366,321589,519,390llnl 1 Balancec
538,983,659 475,753,069dc tior eartheIA

T sfer :S

589,519,3901,128,503,049

29

Amortizatio n

At 30 lune
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2022
Freehold Land,
Buildings and
Civil Works

Plant and
Machinery

Motor
vehicles,
Including

Motorcycles

Computers &
Related

Equipment

Office
Equipment,
Furniture &

Fittings

Total

Shs Shs Shs Shs Shs Shs

Cost

412,A34,232
749,r7 5,164 4A370,735 32,504,742 47,373,280 690,198,1s3

Additions 97,726,t02
27,050,000

4,482,522
950,257

124,204,441

Transfers/adj usrments

Revaluation Reserve

At end of year - 3O lune 2O22 4t2,834,232
240,901,266 75,420,735

36,947,264
4A,263,537

ar4,+o7 ,034

Depreciation

At 30 June 2 021
23,036,033

68,297,329
37,743,844

28,931,736
20,774,253

171,583,196

Depreciation
10,3 20,8 56

30,112,658
18,8 55,184

11,096,179
6,032,942

76,417,879

Disposals

Impairment

Transfer/adjustmens

At30 lune 2022
33,3 56,889

98,409,988
49,999,O27

40,o27,915 26,207,195
248,001,015

Net Book value at fune 30
2022 379,477,343

742,+97,274 25,42t,708 3,040,651 22,056,342
s66,406,019

28

At 30 lune 2021

Disposals



2021-20222022-2023I
I

ShsShs
268,739375,692Ap )url aresn nces

5,9307,830Bu ldir
72,82076,890and Sanitation materialslle lnll

3,326,3384,746,879ter Meters Accessories-o lw
34,586o 1pu artsrs consumable

19,60323,053Vlc :or cle s are rts
3002,340ment()f( e

46,408,86348,959,31.0d fittin,iF lsa
491,851567,893and eneral storieslon

62,83770,625lsa nd Equipmentfor
and BootsIJn [orl

33,62L45,876INa .er 1 \nalysis Equipment
I(it her Utilities

50,630,90254,250,974I

2021-20222022-2023
KShs KShs

321,668,71,4 303,503,741)pr nrnl I Balance(
467,480,777509,270,274I ,dr itio r in the year

(449,375,804)(454,44L,734)ner ,ts received in the yearF ay
'ra 321,668,71,437 6,497,795le r, :ceivables - note 24 [a)1

327,668,714376,497,795c ro is tr ad and other receivables
3,879,277S tal

,MC
dical Insurance cover prepaid

roP isi c n for bad and doubtful receivables
3BO,3L7,Oll 321,668,714et !rar le and other receivablesil

Water and Sewerage Company Limited
Reports and Financial Ststements
yerr ended June 30, 2023

N the financial statements (continued)

23 v ntories

24. ra e and Other Receivables

to

30

II T

Annual
For the

Materials

Stat

Staff receivables

I
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25. Ordinary Share Capital Receivable

26. Customer Deposit Receivable

These are customer Fixed Deposit received before the inception of the Company. This is to
be refunded by CWWDA

2022-2023 2021-2022
KShs KShs

Trade receivables 376,497,795 327,668,774
Provision for doubtful receivables
Net Trade Receivables 376,497,795 321,668,714

At June 30, the ageing analysis of the gross trade receivables was as follows
Less than 30 days 42,524,905 33,447,991
Between 30 and 60 days 63,877,164 22,343,102
Between 60 and 90 days 81,547,278 18,966,092
Between 90 and 1.20 days 96,732,548 32,533,678
Over 120 days 92,415,900 214,377,85\

376,497,795 321,668,714

2022-2023 2021-2022
KShs KShs

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

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

2022-2023 2021-2022
KShs KShs

Customer Deposit Receivable 8,443,600 8,443,600
8,443,600 4,443,600

3l

Trade and Other Receivables Note (24a)



2022-2023 2021-2022
KShs KShs

nk 72 437 649 19 15 446
nd

t2 1 9 t9 15

E

TII
@
@I
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I

ter and Sewerage Company Limited
and Financial Statements

ended June 30,2023

fi nancial statements (continued)

d Bank Balances

Cash and Bank Balances
Bank Balances is made up of short-term deposit as below

32
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NO.
BANK

NAME/BRANCH ACCOUNT NO. ACCOUNT NAME 2022-2023 202r-2022

1

KCB.MALINDI
BRANCH 1704220504 MAWASCO REVENUE A/C 576,823 2,771,558

2
KCB-MALINDI
BRANCH 1t0422057r MAWASCO OPERATIONS A/C 292,92A 2,9s6,479

3

KCB-MALINDI
BRANCH 1704220377 MAWASCO DEPOSTTS A/C 63,985 772,796

4
KCB-MALINDI
BRANCH 1103447661 MAWASCO SAVINGS A/C. 97,027 98,218

KCB-MALINDI
BRANCH 1t04224t86 MAWASCO PRO|ECTS A/C. 37,830 702,627

6
KCB.MALINDI
BRANCH 722461.9729

MAWASCO.LOAN REPAYMENT
ACCOUNT 95,387 96,578

7
KCB.MALINDI
BRANCH 728275320

MAWASCO TRANSFORM PROJECT
ACCOUNT 70,06r 4,008,356

B

KCB.MALINDI
BRANCH 1281859966

MAWASCO . LIQUIDITY SUPPORT
ACCOUNT 1,000 67,537

9
KCB-MALINDI
BRANCH r27A233288

MAWASCO SMART METERING
PROJECT 1 13,1 10 114,301

10
KCB.MALINDI
BRANCH 12.36141776

MAWASCO WORLD BANK PROIECT
ACCOUNT 191,305 80,959

1283864177
MAWASCO RESE'I'TLEMENT ACTION
PLAN ACCOUNT 798,022 794,970

t2
KCB.MALINDI
BRANCH 7284847829

MAWASCO. WSTF GONGONI .

MARERENIWATER PROIECT 8,346,724 15

13
KCB-MALINDI
BRANCH 1284847845

MAWASCO. WSTF. MARERENI
SANITATION PROIECT 103,585 3,969331

t4
KCB.MALINDI
BRANCH 130215 5865 MAWASCO- 1,000

15
KCB.MALINDI
BRANCH 1313001457

MAWASCO TIMBONI PSF PROIECT
ACCOUNT

t6
EQUITY-MALINDI
BRANCH 045-0293125064 MAWASCO REVENUE A/C. 530,794 1,431,018

77 SAFARICOM 708001 MPESA COLLECTION A/C 124,stl 1,294,344

18 POST BANK 0744730073926
POST BANK REVENUE COLLECTION
ACCOUNT 230,477 1,267,967

19
FAMILY BANK -

MALINDI BRANCH 9800017525
MAWASCO. FAMILY BANK
COLLECTION ACCOUNT s06,318 1a8,452

20
CO.OPERATIVE -

MALINDI BRANCH 01141654152500
MAWASCO REVENUE COLLECTION
ACCOUNT 250,823

TOTALS AS PER STATEMENT 12,43,,649 19,415,446

33
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2 ary Share Capital

29 e ed Earnings

earnings represent amounts available for distribution to the Company's shareholders

buted retained earnings are utilised to fmance the Company's business activities

ect Grant Fund

2022-2023 2021-2022
KShs KShs

A rthrrriSed:
5, 00 ordinary shares of Kshs.1,000 par value each 5,000,000 5,000,000

U tpa d:
5, 00 ordinary shares of Kshs.1,000 par value each 5,000,000 5,000,000

2022-2023 2021-2022
KShs KShs

AI att he Start ofthe Year (327,7 67,548) [395,195,691)
Nr tprofit for the Year 6,055,432 67,434,743

orl lear Adjustment
Ar atl :he End of the Year (32L,7O6,116) (327,761,54A)

2022-2023 2021-2022
Shs Shs

Pr rlec ls Reserve Fund
;TF. UBSUP-KIBOKONI PROIECT GRANT A/C

I

II

34
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31. Capital Reserve Fund

This comprises the value of plant, property and equipment and consumable stock leased to the
Company by CWWDA at the inception of the Company,

32. Revaluation Reserve

33. Water and Sanitation Development Project Loan

34. Trade and other payables

2022-2023 2021-2022
KShs KShs

Land, Plant & Equipment 37,867,567 37,861,567
Consumable Stock 7,673,429 7,673,429

39,534,996 39,534,996

2022-2023 2021-2022
KShs KShs

Revaluation Reserve 447,264,384 447,264,384
447,264,384 447,264,384

2022-2023 2021.2022
KShs KShs

WSDP Loan Balance at beginning of the year 354,033,526 277,882,770
Borrowings during the year 476,270,4L1 136,150,756
Repayments during the year

830,303,937 354,033,526

2022-2023 2021-2022
KShs KShs

Trade payables 897,940,173 888,272,838
Tax payable 3,734,863 3,734,863

90L,675,O36
'392,007,7O1

3s

The revaluation reserve relates to the revaluation of certain items ofproperty, plant and equipment. As

indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net

ofrelated deferred tax to retained eamings. Revaluation surpluses are not distributable.
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No t0 the financial statements (continued)

35 vision for Leave Allowance

36 mer Deposit Payable

37. fement Benelit Obligation

tes to the statutory National Social Security Fund (NSSF). This is a defined contribution

rfgistered under the National Social Security Act. The company's obligation under the scheme

isl ted to specific contributions legislated from time to time

2022-2023 2021-2022
KShsKShs

Ba ance at the start of the year
3,602,500 3,667,500Le lve pay for the year

r3,661,500)[3,602,500)Le tve pay / Utilised during the year
ance at the end ofthe yearBa

2022-2023 2021-2022
KShsKShs

Ba ance at the start ofthe year 66,28L,074 56,777,564
9,688,450Ad litional Deposit paid during the year 6,947,200

Cu tomer Deposits refunded during the year (762,000',) (125,000)
Ba ance at the end ofthe year 73,060,214 66,281,O14

2022-2023 2021-2022
KShs KShsI

Ba, rnce at the start ofthe year 90,376,448 79,592,688
Ad litional Employer's and Employees' contributions 33,625,948 34,306,249
Ber refit utilized during the year / Adiustment (74,663,009) (23,522,489)
Bal Ance at the end ofthe year 1o9,339,387 90,376,448

36

The pompany operates both defined benefit scheme for staff employed before July 2013 and Defined

conttbution scheme for staffemployed after July 2013. The scheme is administered by County Pension

Fund, and is funded by contributions from both the company and its employees. The company also
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38. Gratuity payable

The Company pays the gratuity at the rate of 3l%;o on gross salary to the managing director. The
gratuity payable has now been accounted for the period of 5 years he was in office.

39. Notes to The Statement of Cash Flows

2022-2023 2021-2022
KShs

Balance at the start of the year
Prior year gratuity 6,742,203
Gratuity provided during the year L,430,717
Gratuity paid during the year (694,512)
Balance at the end of the year 6,877,BOg

2022-2023 2021-2022
KShs KShs

Reconciliation of operating profit/(loss) to
cash generated from/(used in) operations

0perating profit/(loss) 6,O55,432 67,434,743
Depreciation/Amortization 79,868,033 78,310,661

Operating profiU(loss) before working capital changes 85,923,465 145,744,AO4

(Increase)/decrease in inventories (3,620,072) 25,316,568

(Increase)/decrease in trade and other receivables (58,648,297) (78,654,764)
Increase/(decrease) in trade and other payables 9,667,335 229,805,046
Increase/(decrease) in Retirement Benefits Obligations 18,962,939 70,783,760
lncrease/(decrease) in Gratuity payable 6,877,807
Increase/(decrease) in profits from Retained Earnings
lncrease/(decrease) in Staff leave provision
lncrease/(decrease) in Customer Deposit - old
Increase/(decrease) in Customer Deposit 6,779,200 9,563,450

Cash generated from/(used in) operations 65,942,377 4O2,559,464

37

KShs
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Rel

C unty Government of Kilifi
County Government of Kilifi is the principal shareholder of the Company, holding 100%o of

Company's equity interest. The County of Government of Kilifi has provided full guarantees
to long-term lenders of the Company, both domestic and external

related parties include
Deparhnent in charge of Water

Water works Development Agencies
(Water Services Regulatory Board)

Sector Trust Fund
gement

of directors

@evelopment Parbrers)

ons with related parties

lo the financial statements (continued)

Disclosures

lated Party Disclosures4

T

2022-2023 2021-2022

KShs KShs

a) Sales to related parties

Water sales to Govt. agencies 12,40s,700 11,225,600

Total 12,405,700 11,225,600

Cost of water 158,830,100 768,961,473

Total 158,830,100 168,961,413
c) Grants from the Government
Grants from National Govemment 258,369,892

Donations in kind 2,680,000 3,202,720

Total 108,838,377 261,527,612

d) Key management compensation

Directors' emoluments 5,7 t7 ,039 7,89s,293

Compensation to key management 2,388,450 2,290,400

Total 8,105,499 10,185,693
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b) Purchases from related parties

106,1s8,377
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Notes to the financial statements (continued)

41. Capital Commitments

There were no capital commitments at the year- end for which no provision has been made in

these finaucial statements.

42. Contingent Assets and Liabilities

In the opinion of the directors, no provision is required in ttrese financial statements as the

liabilities are not expected to crystallize.

43. financial Risk Management

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

risks and effects of changes in foreign culrency. The company's overall risk management

programme focuses on unpredictability of changes in the business environment and seeks to

minimise the potential adverse effect of such risks on its performance by setting acceptable

levels of risk. The compaoy does not hedge any risks and has in place policies to ensure that

credit is only extended to customers with an established credit history. The company's financial

risk management objectives and policies are detailed below:

Management assesses the credit quality of each customer, taking into account its financial position,

past experience and other factors. Individual risk limits are set based on intemal or extemal assessment

in accordance wittr limits set by the directors. The amounts presented in ttre statement of financial

position are net of allowances for doubtful receivables, estimated by the company's management based

on prior experience and their assessment of the ctment economic environment.

39

(D Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in firll when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale frnancial investments.



M ndl Water and Sewerage Company Limited
ual Reports and Financial Statements

Fo r ended June 30, 2023

and

e

(iiD

The

Com

arket risk (Tailor as appropriate)

ard has put in place an internal audit frrnction to assist it in assessing the risk faced by the

on an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting

tional controls.

M riqk is the risk arising from changes in market prices, such as interest rate, equity prices and

exchange rates which will affect the entity's income or the value of its holding of financial

ents. The objective of market risk management is to manage and control market risk exposures

forci

wl [cc@table parameters, while optimising the retum. Overall responsibility for managing market

ts with the Audit and Risk Management Committee

pAny's Department in charge of risk management is responsible for the development of

detail risk management policies (subject to review and approval by Audit and fusk Management

C and for the day-to-day implementation of those policies

There s bean no change to the Company's exposwe to market risks or the manner in which it

a{d measures the risk.
40

risk

The

mana

Noths to the financial statements (continued)

Thetoarrying amount of financial assets recorded in the financial statements representing the entity's

ma{imum o<posure to credit risk without taking account of the value of any collateral obtained is made

up a[ follows:

Crelit Risk (Continued)

The itiustomers under the fully performing category are paying their debts as they continue trading. The

"reail 
f*t associated with these receivables is minimal and the allowance for uncollectible amounts

ttrlt ilhe company has recognised in the financial statements is considered adequate to cover any

poteltially irrecoverable amounts.

The [oard of directors sets the company's credit policies and objectives and lays down parameters

withh which the various aspects of credit risk management are operated.

ii) tfi,tquidity risk management

Uftiripte responsibility for liquidity risk management rests with the Company's directors, who have

built fln appropriate liquidity risk management framework for the management of the Company's short,

medifm and long{erm ftmding and liquidity management requirements. The Company manages

Iiquidlty risk through continuous monitoring of forecasts and actual cash flows.

L]
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Notes to the financial statements (continued)

a) Foreign currency risk

The Company has transactional currency exposr[es. Such exposure arises tbrough purchases of
goods and services that are done in curencies other than tle local currency. lnvoices

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

conversion at the time of payment is done using the prevailing exchange rate.

(iii) Market risk (Continued)

To manage the interest rate risk, management has endeavoured to bank \rrith institutions that

offer favourable interest rates.

b) Foreign currency sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The

sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign

exchange rates, renrain constant. The analysis has been performed on ttre same basis as the prior

year.

c) Interest rate risk

lnterest rate risk is the risk that the Company's financial condition may be adversely affected as a

result ofchanges in interest rate levels. The company's interest rate risk arises from bank deposits.

This exposes the company to cash flow interest rate risk. The interest rate risk exposure arises from

interest rate movements on the company's deposits.

i) Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

ii) Sensitivity analysis

The Company analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The sensitivity

analysis for interest rate risk assumes that all other variables, in particular foreign slshange rates,

remain constant. The analysis bas been performed on the s^me basis as the prior year.

4l
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the financial statements (continued)

r value of financial assets and liabilities

Financial instruments measured at fair value

tion of fat value and fair values hierarchy

S 7 specifies a hierarchy of valuation techniques based on whether the inputs to those

techniques are observable or unobservable. Observable inputs reflect market data

from independent sources; unobservable inputs reflect the Company's market

ptions. These two types of inputs have created the following fair value hierarchy

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This level includes listed equity securities and debt instruments on exchanges.

tt) Level2 - Inputs other than quoted prices included within Level I that are observable

for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived

from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level includes equity investrnents and debt instruments

with significant unobservable components. This hierarchy requires the use of

observable market data when available. The Company considers relevant and

observable market prices in its valuations where possible.

Disclosures of fair values of financial instruments not measured at fair value have not been

made because the carrying amounts are a reasonable approximation of their fair values.

o
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Notes to the financial statements (continued)

iv) Capital Risk Management

The objective of the Company's capital risk management is to safeguard the Board's rbility

to continue as a going concem. The Company's capital structure comprises of the following

funds:

44, Incorporation
The Company is incorporated in Keirya uuder the Kenyan Companies Act and is domiciled in

Kenya.

45. Events After the Reporting Period
There were uo material adjusting and non- adjusting events after the reporting period.

Capital and Reserves KShs KShs
Ordinary share capital 28 5,000,000 5,000,000
Retained earnings 29 (327,706,716) (327,767,548)
Proiect Grant Fund 30
Capital Reserve Fund 31 39,534,996 39,534,996
Revaluation Reserve 32 447,264,384 447,264,384
Capital and Reserves 170,o93,264 164,037,832

I

I
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7. Appendices

Appendix 1: progress on follow up of auditor recommendations.

StatusRef

No.

Issue / Observations from Auditor Management comments

(Resolved / Not

Resolved)

Report on financial statement

1 Unexplained Variance - Trade and Other Payables Balance

The statement of financial position as disclosed in

Note 34 to the financial statements reflects trade

and other payables balance of Ksbs.892,007,701

which includes a balance of Kshs 514,747,473

owed to Coast Water Works Development Agency.

However, review of records maintained by the

Agency indicates that the amount owed by the

ComFany to the Agency is Kshs.510,377,647, thus

resulting in a variance of Kshs.4,369,826 which

has not been explained nor reconciled.

The difference between the Coast Water

Works Development Agency and the

Company of Kshs 4,369,826 was recoociled

in the financialyear2022123. The copy of
the reconciliation is available for audit.

Resolved June3oth

2023

Further, according to debton' circularization the The Debtors balance and the supporting

Company owed Water Services Regulatory schedule has been reconciled and is

Resolved 306 June

2023

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

Timeframe:

4
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Ref

No.

Issue / Observations from Auditor Management cornments Status Timeframe

(Resolved / Not

Resolved)

(WASREB) an:mount of Kshs.54,619,286 as at

30 June, 2022 whtle the supporting schedule

indicated an amount payable of Kshs.39,388,333

to the Board, resulting in an unexplained and

unreconciled variance of Kshs. I 5,230,95 3. In the

circumstances, the accuracy and completeoess of

t'ade and other payables of Kshs.892,007,701 as

at 30 June, 2022 could not be confirmed.

available for audit. The debtor

circularisation report and the debt schedule

are fuIly reconciled and attached.

2 Understated lnventories Balance

The statement of financial position and Note 23 to

the financial statements reflects inventories

balance of Kshs.50,630,902. However, excluded

from the inventories balance is water and chlorine

costing Kshs. I 34,893,680 and Kshs.8,967,5 59

respectively, all lstall ing Kshs. I 43,8 6 1,239. ln the

circumstances, the accuracy and completeness of

inventories balance ofKshs.50,630,902 as at 30

Jvre,2022 could not be confirmed.

The management confirms that the water

and chlorine in the water tanks has beeir

included in the inve,ntories as at 30 June

2023.

Resolved 30e June

2023
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TimeframeRef

No.

Issue / Observations from Auditor Management comments

(Resolved / Not

Resolved)

3 Trade and Other Receivables Doubtful Allocated Meter Numbers

30 June

2023

The management confrms tbat all water

connections on disconnection are not billed

as per the Company Potcy. Meter numbers

allocated to disconnected connections for

reference only.

The statement of financial position and Note 24 to

the financial statements reflects trade and other

receivables balance of Kshs.3 21,668,7 I 4.

However, thirteen (13) debtors with balances

amounting to Kshs.16,3783,545 had no current

meter readings despite the accounts being

allocated meters, eight (8) of the debtors lqtaling

Ksbs.8,629,667 had their l6sf lilling dates ranging

between 2012 and 2018 while two (2) debtors had

no billings for aLnost one year. All the accounts

had been allocated meter numbers. In the

circumstances, the accuracy and completeness of

the trade and other receivables balance of

Kshs.321,668,714 as at 30 June, 2022 could not

be confirmed.

Resolved

Status:
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Ref

No.

Issue / Observations from Auditor Management comments Status Timeframe

@esolved / Not

Resolved)

4 Fair Value of Idle Assets

The statement of financial position and Note 20 to

the fmancial statements reflect property, plant and

equipment balance of Kshs.566,406,019. lncluded

in the balance is plant and machinery balance of

Ksbs.l42,4gl,278, out of which assets worth

Kshs.20,349,000 as detailed were idle. Other

than deprreciation, tle assets have not been

impaired to reflect the loss of value arising from

the disuse4 breaking down or lack of

complimentary installations to make them useflrl.

1o 166 qirErrmstances, the valuation of the listed

assets could not be ascertained.

The management confirms to have

impared the tank that bave broken down

and depreciated the broken-down supply

pipelines to the Water tanks.

Despite the tanks having been idle, tley are

still useable to be impaired.

Resolved 30th June

2023

47



Malindi Water and Sewerage Company Limited
Annual Reports and Financial Statements
For thc year ended June 30,2023

Issue / Observations from Auditor S tatus Timeframe:Ref

No.

Managernent comments

(Resolved / Not

Resolved)

5 Un-bans ferred Ownenhip of Assets

30th June

2023

OngoingThe management has written to CWSB on

the transfer of the vehicles whose

ownership has not been transferred to the

Company. The management shall remind

the CWWDA on the need to transfer the

ownership documents to the Company. The

request for the transfer is available for

audit.

The statement of frnancial position and Note 20 to

the finencial statements reflects property, plant

and equipment of Kshs.566,406,019 as disclosed

in motor vehicles and motorcycles worth

Kshs.27,115,000 owned by Coast Water Works

Development Agency. Management did not

explain why the ownership of the assets has not

been transferred to the Company. [n the

circumstances, the valuation and ownership of the

motor vehicles and motorcycles worth

Kshs.27,115,000 as at 30 June, 2022 could not be

confirmed.

I
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Ref

No.

Issue / Observations from Auditor Management comments Status

(Resolved / Not

Resolved)

Other Matter

1

The management considers the budgets as

a skategic tool for achieving organizalieaal

goals. Howevea the funding in the budget

is padly internal and partly external. It is

the extemal firnding that delayed in line

with the planned activities. As management

we brought this to ttre attention of the

respective donors and has now been flrnded

although it did not come as expected.

Ongoing 30ft June

2023

2 Unresolved Prior Year Matters

Various prior year audit issues remained

nnresolved as at 30 Jwe,2022. Although

The management shall in future present

evidence or explanation on the status of all

Ongoing 30 June

2023

Timeframe:

Budgetary Control and Performance

The statement of comparison of budget and actual

amounts reflects final receipts budget and actual

on comparable basis of Kshs.843,564,675 and

Kshs.729,053,3 8 8 respectively, resulting in an

under-funding of Kshs. I I 4,5 I 1,287 or I 4Yo of the

budget. Similarly, the Company expended

Kshs.785,828,127 against an approved budget of

Kshs.843,564,675, resulting in an under-

expenditure of Kshs.57,736,5 48 or 7o/o of the

budget. The underfrrnding and underutilization of

approved budget affects the planned activities and

may have negatively impacted service delivery to

the public.
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Status TimeframeRef

No.

Issue / Observations from Auditor Management comments

(Resolved / Not

Resolved)

Management has indicated that the issues have

either been resolved or partially resolved, no

evidence or explanation was provided to support

that assertion.ln the circumstances, the issues

remained unresolved.

previous matte$ in the subsequent audit.

All matters raised in the financial year

2022/23 have been addressed as either

resolved or padial resolved and evidence

provided

Report on lawfulness and effectiveness in use of public resources

I

30th June

2023

OngoingThe statement ofprofit or loss and other

comprehensive income disclosed in Note 6 to the

financial statements reflect opera.ing revenue of
Kshs.456,455,929 which consists of water sales of
Kshs.440,170,229. Review of records rwealed

ucedT t73 382that the

Unaccounted for Water (Non-Revenue Water)

The management acknowledges rhat it
received 7,173,382 cubic meters of water

and sold out 5,063,398 cubic meters of
water thereby a6fuf6ining a non-revenue

water loss of 29% which is above the

Smtor he-neh nra r of2s%butbele*S€
regtio$stelr€+rgryE rerh6soft096. .}b
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Ref

No.

Issue / Observations from Auditor Management comments Status

(Resolved / Not

Resolved)

of which 5,063,398 cubic meters (or about 7l%)

was sold to consumers. The variance of 2,709,984

cubic meters of water (or 29%) represents non-

revenue water, which is above the acceptable

threshold of 25o/o set by the Water Service

Regulatory Board (WASREB). In the

circumstances, lvlanagement was in breach of the

law.

management attributes this water loss to

old and dilapidated water pipelines in the

supply area that needs to be replace. The

Company is currently undertaking a project

under the World Bank to improve on the

network infastructure in the supply area.

The project is expected to be completed in

theyar 202312024.

Report on Effectiveness of lntemal Controls, Risk Management and Govemance

I Staffserving in Acting Position Beyond the Stipulated Period

Records provided for audit review indicated that

the Deputy Technical Manager was appointed as

the Actilg Manager Sanitation with effect from I

Jwe,202l vide letter datd26 May, 2021. It was

stated in the letter that the 6sting appointment

would be for six (6) months without allowances'

However, at the trme of audit in January, 2023, or

nineteen (19) months after appoinhen! the officer

The Deputy lsehnical Manager was

appointed as the sanitation manager after the

probation period. The appoinment letter is

available. The delay was caused by approval

from the appointing office.

Resolved 3oth

2023

June
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Signature:

Felix Wanje

Maoaging Director

Status Timeframe

Ref

No.

Issue / Observations from Auditor Management cornments

@esolved / Not

Resolved)

explanation was provided for the acting
appoinhent beyond the stipulated period and for
the failure to confirm the of,Ecer in the position or
to substantively fill it. In the circlmstances, the
existence of effective human resource policy
guideline to manage and deploy staff could not be
confirrned.

was still servlng in the same capacity. No

Date...
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Appendix II: Projects Implemented by the Company

Projects

Projects imPlernented bY the Company Fuuded by developmetrt Parttrers

Proiect tltle Project Number Period/ duration Donor coEmitment Separate donor

reportlng required as

per the donor

agree ment (Yes/Ilo)

Consolidated ln

these fin.Bcisl
st!teEents
(YesNo)

,l
GoDgoDi

Marcreni

Water

Project

WSTF/CGK I YEAR
YES YES

2. Marereni

Public

Sanitation

Facility

WSTF/ CGK I YEAR
YES YES

3. Watcr and

Sanitation

DevcloPment

Project

NOIDA CREDIT

60300

lnternation al

Devclopment
AgencY

5 Years from 201
,l

to 2022

US $ 14.2 Million YES YES

Sources of
funds

BudgetCompletion 7o to

drte
Total exPended to

drte Donor funds
Total Proiect
Cost

Proiect

Donor funds
terawIMI ProjectarerenGongon1

IIaclFtionSani tyta2
World bank

loan
us $ 8.3

million
us $ 14.2

Million
70%US $ 8.3 millionus $ 14.2

Million
Water and Sanitation Development

Project
3
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Appendix III- Inter_Entity Confirmation Letter

Malindi Water and Sewerage Company Limited
P. O. Box 410-80200
Malindi

Malindi water and sewerage company wishes to confirm the amounts disbursed as at 306 June 2023 as indicated in the table below

Amounts Disbursed GArFundSC/SA
Juneas at 30th 02 23

Water
Confirmatio ofn received Malindiby and ComSewerage LimpsDy ted as at 0.t3 June 2023

Reference
Number

Date Disbursed Recunent (A)
Inter-Ministerial

(c)
Total

@He+s+c)IDA-6030 KE 07.07.2022

(KShs) as at
30e June 2023

(E)

Amount Received

Differences
(KStrs;

E
190 ,020,129.65

190,o20,129.65IDA.6O3O KE 13.02.2023 190,020,129.65286,250,280.9s
286,250,280.95Total 286,250,280.9s476,270,410.60

476,270, 410.60 476,270, 470.60
In confirm that the amounts shown above are correct as of the date indicated.

ty;
Head ofAccountsnts departmetrt of beneficiary enti

N"-. ...SdlL ....U*,,_.A-*. :w.u*. .. Sign F''--Tl^...... Date .....?sl:al.r.. r 1,,

t

emounts

Developmant @)
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Appendix fV: Reporting of Climate Relevant Expenditures

TheCompanydidnotundertakeanyclimaterelevantprojectinthefrnancialyearunderreview

Implementing
Partners

Source Of
FundsProiect

ob ectives
Proiect

Descri
Project

Q4Q3Project
Name

Q2Ql
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Appendix V: Reporting Disaster Management Expenditure

Date: 30 June 2023

Entity: Malhdi Water and Sewerage Company Limited

The Company did not incur expenses related to disaster management. A draft Disastel \{anagement Policy was developed in house in the

financial year.

Column I Column II Q6lrrmn
m

Column fV ColumnV Column
VI

Column
VII

Programme Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/qiti gation/preparednes s)

Expenditure
item

Amount
(Kshs.)

Comments

J

)
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Appendix \1: Recording of Transfers from Other Government Entities

Where Recorded,/recognized

Loan
Total Transfers
during tte Year

Cspital
Fund

Deferred
Income Receivables

Totrl Amount -

KES

Strtement of
Comprehensive

income
Niture: RecurrenU

DevelopmenUOthers

Drt€
rcceived

rs per
bank

statemetrl
190,020,129.65 190,070,129.65190,020,129.65

Development07 .07.2022

County Govemment

of Kilifi deparenent

of Water
286,250,280.9s286,2s0,280.95286,250,280.95

13.02.2023 Development

County Goverffn€nt

of Kilifi deparunort

of Watcr
476,270,470.60476,270,470.60476,270,410.60Totrl I E II

0
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