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Kitui Water and Sanitation Company Limitcd
F-inancial Statements For the Year Ended 30th June,2015

I. Key Entity Information and Management
i.t i ii;1('ir:i1.urrn(l in lirrtrriiI itrn

'lhe enactment of the Water Act2002 introduced policy changes in the management of water
and sanitation. l'he Act vested the ultimate power of water and sanitation administration to the
Minister in charge of water. l'he authority of Minister was manifested through the Gazettment
of five regulatory bodies: the Water Services Regulatory Board, the Water Service Boards, the
Water Appeals Board, Water Resources Management Authority and Water Services Trust Fund.
l'hese bodies have the role of setting policy standards, licensing, monitoring, supervising,
allocating and development of water resources. However, the manigement of operations and
maintenance of water supplies was delegated to Water Service Providers' such as KI'pWASCO.
According to the Act all local authorities who were water undcrtakers, National Water
Conservation and Pipeline Corporation and Govemment water supply projects were required to
surrender or lease their water infrastructure to the respective regional Water Service Board.
Kitui- Masinga Water Supply area falls within the jurisdiction of 'lanathi Water Service Board.

In order to act compliant, the Kitui Municipal Council registered KITWASCO as a company on
August 2006. KITWASCO is currently operating as an agent of Tanathi Water Services board.

In August 2010,a new Constitution was prornulgated.'l'he Ministry olWater and Irrigation is
rc-aligning the Water Act 2002 to the new constitution. l'his is meant to considerably change
thc operation of the Company since water provision and sanitation services has been ilaced on
the County covemments. A legal notice to that effect was gazetted on 9"'August 20 13.

{.ri i), i:r,-l;;,ri \, i:rii,.

1'he principal activity / mission is to provide sustainable, safe and adeqr.rate water services lor
domestic, industrial and commercial use in a cost eflective rlanner and eflectively manage the
rcsultant wastc water with a comrnitted and motivated human resources.

'l'hc mandate ol'thc Company is; -
o 'l'o ensurc that it possesses and retains all the necessary expertise necessary to futfil the

technical, commercial, lrnancial and administrative functions.
r l'o provide the scrvices within the KII'wASCo's Defined Service Area.
r 'l'o meet all the required standards, guidelines and provisions ofthe SpA.

' 'l'o obtain all necessary licenses, pennits and warranties necessary to carry out its
obligations in accordancc with statutes in lbrce.

o 'l'o maintain the assets in good working order and not to dispose of any assets without the
authorization of Tanathi Water Services Board.

o 'l'o fulfil thc Performancc 'l'argets set in Performance Contract signed and achieve them
within a time frame agrced upon with Tanathi water Services Board.

o 'l'o colne up with proposals for irnprovement of the assets so as to enhance service delivery.

3l



a

a

a

a

a

Kitui Water and Sanitation Company Limited
Financial Statements For the Year Ended 30th June, 2015

To carry out connection and disconnection of services to properties for non-payment for
water and sanitation services.

To take legal action for breach of obligations by customers and others causing damage or
adversely affecting the services.
'fo ensure that appropriate measures for the protection of the environment are adhered to in
Iine with appropriate legislations.
l'o maintain, exercise all statutory powers within the area, in relation to works, assets, pipe
work and appurtenances of the water supply and sanitation systems.
To have access to land, property and water sources within the KITWASCO jurisdiction
subject to rules on public security.

(r:) Kev Nl:utirgelue rrt

The key management staff comprises of a Managing Director who is the accounting officer. The
Company is organized into the following Departments:-

o Technical Department - Headed by the 'f echnical Manager
o Commercial Department - Headed by Commercial Manager.
o Human Resources Depaftment - Headed by the Human Resources and Administration

Manager.

o Directorate Department - officers reporting to the Managing Director.

( rl ) ltegisteretl t)llit:t::

Manyenyoni off Kitui School - Majengo Road
Near KEWI Campus and opposite Meteorological Department offices
P.O. Box 341 -90200
KITUI

( t, ) (ior'por-;r tt' ( lo rr [;rct.s

'fe lephone : (+25 4) 7 0 I 5 45 5 54, 7 3233330
E-mail : k itwasco(Dgrnai l.corn

4l
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(f) Bankers

(g) Auditorsr

Kenya Commercial Bank
P.O Box 683 - 90200
KITUI

Co-operative Bank.
P.O. Box 1432 -90200
KITUI

Kenya Post Office Savings Bank
P.O Box 668 - 90200
KITUI

Auditor General
Kenya National Audit Office
P.O Box 30084 -00100
NAIROBI,
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II. The Board of Directors:

Director's passport-size photo and name
Director's date of birth, key
qualifications and work experience

l. Rev. Joseph M. Simba

Bom in 1962

EACE, Pl ( Teacher) and Reverend

2. Lucy Waema

Bom in 1974

BA, Govemment & Public Administration,
Town Clerk, Deputy County Assembly
Clerk

3. Khadiia Abdallah

Bom in 1959

KCE Community Development Officer

4. Patrick Kiusya

Bomin 1972

BSC, BSc (Agriculture), Development
Coordinator

5. Said Abdalla Mwikaa

Bom in 1957

EACE, Accountant
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6. Evelyn Mutia

Bom in 1952

KCE, Pl Teacher- retired

1. Teresia Kavutha Mathuu

Bom in 1962

EACE, Pursuing BCOM, Accountant

8. Eng. Nthuku Mutiso

Bom in 1978

B.Tech in Civil & Structural Engineering
Masters of Philosophy Water Engineering
Registered Engineer
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III. Management Team:

Manager's passport-size photo and name, and
key profession/academic qualifications Responsibility

l. John Kameta
'O'level
Diploma Water supply

In charge of Technical Department

I
2. Urbanus Mutisya
BA Public admin,
Iligher Dip HRM
Certi fi ed HR Consultant.

In charge of Human resource &
Admin istration Department

3. Victor Muteti
Bachelor of commerce
M BA(awaiti ng grad uation )
CPA sec IV
ACCA II

In charge of Commercial Department
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IV. Chairman's Statement

I, on behalf of the Board of Directors of Kitui Water and Sanitation Company Ltd, have the
pleasure to present the financial results and annual statements for the Year ended 30th June 20 I 5
as follows: -

lit:r'ir-'trr o! Ollel :il iruls
The Cornpany Iike any other organisation operated under turbulent environment where inflation
and taxation regime changed to our disadvantage. In particular taxation of water treatment
inputs like chemicals, fuel prices and electricity costs went up with the same water tariff
structure. lncreased cost of inputs like pipes and chemicals exerted immeasurable pressure on
operations of the Company. I would like to thank the County Govemment of Kitui for the
support during the financial year.

Ilowever, despite the foregoing the Cornpany registered 1.8% increase in revenues and
implemented most of the budget items.

Due to the financial challenges, the Company employed austerity measures cutting across all
her operations. Even though the Company made a surplus of Kshs 20, 932 it does not declare
dividends.

iluirt:ltrsiotr
On behalf of the Board of Directors and Management, I wish to thank all our customers, staff,
stakeholden and partners for their suppoft during the year under review. I wish to assure
stakeholders that the Board of Directors has implemented appropriate strategies to boost and
sustain improved performance geared towards self-sustainability and anticipate a better
performance in the coming year.

CIIAIRMAN

el'
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V. Report of the Managing Director
'l'he year under review was proved successful despite the nurnerous challenges that the
Company faced. Notable achievements are as briefly described below: -

,.tJi_,i,,'.!1 \i.1il,i!; lllr'rll i',,r:iiii( i!iiitir-,1:ir..lit,tti,.tt
-l'he 

Cornpany has continued to implement the Integrity Management Toolkit specifically the
Sanctions Catalogue developed during the pilot phase.

l'his has resulted to gradual improvement in work culture and integrity standards translating to
i mproved organ izational performan ce.

i rr);rilr i;ll i't'i l(r! t,,:ili1('
'l'he Company was operating under a subsidized water tariff from the Govemrnent of Kenya.
Dnring the year, the Cornpany received an amount totaling to Kshs 50,027,025 as subsidy from
the County Covemment of KitLri translating to a increase of 13.3o/o compared to last Financial
Year.'fotal revenues increased by Kshs.2,6l3,80l translatingto 1.8% revenue increment.

Iinergy costs continue being a threat to sustainability and took approximately 8l .l% of total
intemally generated revenues. The Company continues to implement the recommendations of
the Energy Audit.

'l'o ease on bill payment and improve on collection efficiency, the Company opened a MPUSA
Paybill number. As a way of improving on financial discipline, the Company continues to
ernploy austerity measures.

F'or the last l2 months (financial year) the Company made a surplus of Kshs 20, 932. 'fhe
Company performance was affbcted by interruptions during testing of Phase II.

., il,r., :t I !nr1 ;11q. | :1,.l:i it't I r.'tt.t I rt t.
The Company continues to ration its customers hoping supplies will improve with the
completion Masinga - Kitui Water and Sanitation Project currently underway. 'fhe Company
six new motorbikes.

'l'he Cornpany has taken over the operation and maintenance of Mutitu Water Supply Project.

( ir:'1t r,' 1'11i ;.' (,rrt Pl'ilti t'tr'i:
'l'he Company Board and senior management made a benchmarking tour of Mombasa Water
Supply and Sanitation Company Ltd. The Company's Board meetings adhered to the provisions
of the Company's Articles of Association and good corporate practices. 'lhe Company was
supposed to hold an Annual Ceneral Meeting (AGM) on l3tl'November 2014 but was
postponed as the review of the Articles of Association and Memorandum of Understanding had
not been completed.
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'l'o improve on performance the entire management was placed on performance contract. The
Financial Statements have been prepared in-house.

NolI-Rt,\,en ue [tu ter' Retl rrr:t iorr
'fhe Company continues to experience high levels ofNon-Revenue Water of 45.65oh way above
the sector benchmark of 20Yo. Comparatively, the level has been dropping from 73Yo in
20l0l20llFY,61%o in 201112012FY,560/o in 201212013FY and 58.65% in 20l3l2Ol4FY.
Avenues have been identified and mitigative measures budgeted for in the following Financial
Year Budget though all activities are now geared towards reduction of the same. A lot of water
got wasted during the testing of Phase II.

ll t'l oca t iolr to M:t rrycnyo ni Suu,t:r'a gr''l'r'cutrrrcn t Sitc
Due to lack of oflice space and the fact that Phase II had done some office space, the Company
relocated her headquafters to Manyenyoni Sewerage Treatment Site.

l)lrirsc ll I rrtltlr-'nrontatio rr

The Company experienced a lot down times due to implementation of Phase II. The situation
became worse from the month of April to June 2015 after Phase I and II were interconnected at
Masinga Treatment Works and diversion to Kwamuthumba reservoir.

( lorrclrrsio lr
On behalf of the entire Management, I wish to thank all stafl customers, Tanathi Water
Services Board, County Govemment of Kitui and stakeholders for being there for us. It is my
hope that a performance-enabling environment shall continue being provided as we soldier on

s seltsustainability. Even better results are expected this coming Financial Year

Eng. ku Mutiso
Managins Director

1l I i
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VI. Corporate Govel'nance Statement

The Company is in the process of developing a corporate Govemance Statement

t2l



7

Kitui Water and Sanitation Com pany Limited
Financial Statements For the year Ended 30th June,2015

vII. corporate social Responsibility statement
The Company is in the process of developing a Corporate Social Responsibility Statement.

I
I
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VIII. Report of the Directors
The status of the Company at the inception had appreciably improved by the end of June,20l5
The achievements motivated by the existing challenges can be summarized as follows: -

lrst ir[ll ish rrrent I ss ur.rs
'fhe key establishment issues in the period were:-

r The Company relocated to Manyenyoni Sewerage Treatment Site.

(ierrct'lr! I)li,r nlrirrg lssrrt:s
o A one year budget was prepared.

\'Vrt tc r"l'r'ca trrrtrrl Wrlrhs
o 'lhe entire treatment works maintenance and facilities were in good state

( il ltat;i t1, I tIt;lt'9vg trr grr l.
o The Company Board of Directors and Senior Management made a benchmarking tour to

Mombasa Water Supply and Sanitation Company Ltd.
o 'l'he Company has been able to intemally generate bills and distribute every month.

l'itritt'tr'r:
. The Company was operating under a subsidized water tariff from the Govemment
. During the year, the company received an amount totaling to Kshs 50,027,025 as subsidy

from the County Govemment of Kitui.
o Total revenues increased by Kshs. 2,613,801 .

o For the last l2 monlhs (financial year) the Company made a surplus of kshs 996,930.

islri rl tiorrsl ()1l1ro r{ rr rrit it.s a ntl (. lut I lerrgcs
. The achievements are as a result of support from the COK, l'anathi Water Services Board,

the staff and our esteemed customers. l'he members of staff showed commitment, focus and
selfsacri fice.

. Being a total pumping system from Masinga Treatment Works to Katheka Booster Station,
llusya, Ikanga - Mutomo; it has been a great challenge to settle our large electricity bills and
fuel cost.

o 'Ihe Company lacks adequate transport means for monitoring, operations and maintenance
within our area ofjurisdiction.

It has been a great challenge to repair the old pipeline along Kathivo area. Burst is quite
often along this area, and the Company has been pushing the Board to do a complete
overhaul of the section.

Considerable long strides measuring in thousands of meters have been made. There is however
great opportunities to make them wider and longer. Strategies are being developed and
irnplemented to face the I'uture.

a

14 ll ,
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Financial Statements For the Year Ended 30th June, 2015

I beg for your support as the Company owners so that we can together render adequately the
basic services needed by our people. Finally I thank you sincerely for the past vibrant support
and conclude by a call for all of us to rededicate ourselves for the common good.

l.) irectol's
l'he Directors were appointed through elections but the Company through the County
Covemment of Kitui and Tanathi Water Services Board are amending the Articles of
Association and Memorandum of Understanding to adhere to Corporate Govemance
Guidelines.

The Directors who served the entity during the year/period were as follows

l. Rev. Joseph M. Simba
2. Eng Nthuku Mutiso
3. Lucy Waema
4. Khadija Abdallah
5. Patrick Kiusya
6. Said Abdalla Mwikaa
7. Evelyn Mutia
8. Teresia Kavutha Mathuu

Chairman
Managing Director
Director
Director
Director
Director
Director
Director

- Appointed on 28tr'March 2006
-Appointed on 3'd September 2010
- County Employee
- Appointed on 7th June 201 I
- Appointed on l5rh May 2008
- Appointed on 28th March 2006
- Appointed on23'd June 2010
- County Employee

lsl'
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IX. Statement of Directors' Responsibilities
'l'he Directors are responsible for preparing Financial Statement for each Financial Year which
give a true and fair view of the state of affairs of the Company as at the end of the Financial
Year and of the operating results of the Company for that year. The Directors are required to
ensure that the Company keeps proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Company.

They are also responsible for safeguarding the assets of the Company. The Directors accept
responsibility for the Annual Financial Statements, which have been prepared using appropriate
accounting policies supporled by reasonable and prudent Judgments and estimates, in
conformity with Intemational Financial Reporting Standards.

'l'he Directors are of the opinion that the Financial Statements give a true and fair view of the
state of financial affairs of the Company and of its operating results. The Directors further
accept responsibility for the maintenance of accounting records, which may be relied upon in
the preparation of Financial Statements, as well as adequate system of internal financial
controls.

Nothing has come to the attention of the Directors to indicate that the Company will not remain
a going concem for at least the next twelve months from the date of this Statement.

Eng. N ku Mutiso
Manasins Director Board Chairman

16 ll
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X. Staternent of Comprehensive Income
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REPUBLIC OF KENYA

Telephone: +254-20-342330
Fax: +254-20-3 I l4tt2
E-rnai I : oag(r;oagkcnya. go. ke
Website: www.kenao.go.ke

P.O. Box 30084-00I00
NAIROBI

OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR-GENERAL ON KITUI WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2015

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of KituiWater and Sanitation
Company Limited set out on pages 18 to 32, which comprise the statement of
financial position as at 30 June 2015, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 ol the Constitution of
Kenya and Section 14 of the public audit Act 2003. 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.

Management's Responsibality for the Financial Statements

The management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting
Standards and for such internal control as management determines is necessary
to enable preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

The management is also responsible for the submission of the financial statements
to the Auditor-General in accordance with the provisions of Section 13 of the Public
Audit Act, 2003.

Auditor-General's Responsi bi lity

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provisions of Section 15(2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Article 229(7)
of the Constitution of Kenya. The audit was conducted in accordance with
lnternational Standards of Supreme Audit lnstitutions (lSSAls). Those standards
require compliance with ethical requirements and that the audit be planned and
performed to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of

Kitui ll/ater and Sanitation Company Limited - Annual Report and Financial Statements for the year ended
30 June 201 5
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material misstatement of the financial statements, whether due to fraud or error. ln

making those risk assessments, the auditor considers internal control relevant to
the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial
statements.

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

Basis for Adverse Opinion

1.0 Accuracy and Completeness of the Financial Statements

A review of the financial statements and the respective supporting schedules
revealed differences in 19 items which were not explained resulting to an overall
understatement of Kshs. 17,844,7 32.

ln the circumstances, the accuracy of the financial statements as at 30 June 2015
could not be confirmed.

2.0 Non-Compliance to the Public Sector Accounting Standards Board
(PSASB) Regulations

The Public Sector Accounting Standards Board (PSASB) guidelines require
companies incorporated under the Companies Act to prepare their financial
statements using the International Financial Reporting Standards (!FRS). However,
as stated in note no. 1(a) of the notes to the accounts, Kitui Water and Sanitation
Co. Ltd, which is incorporated under the Companies Act, prepared its accounts on
the basis of the International Public Sector Accounting Standards (Accrual Basis)
contrary to the requirements of the IPSASB guidelines. The Company is therefore
in breach of the PSASB guidelines.

3.0 Receivables and Prepayments

As reported in the previous year, the receivables and prepayments balance of
Kshs.37,618,171 includes water debtors inherited from National Water
Conservation and Pipeline Corporation in 2006 amounting to Kshs.16,322,542.
However, the management did not provide sufficient documentary evidence to
support them. Further, the receivables and prepayments increased by
Kshs.8,662,849 from Kshs.28,955,322 as at 30 June 2014 to Kshs.37,618,171 as
at 30 June 2015. Evidently, the Company did not lnstitute proper mechanisms in

the collection of its debts during the year under review.

Kini lVarcr and Sanitation Company Limited - Annttal Reporl and Financial Statements.fitr the year ended

30 June 201 5
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ln addition, the Company made a provision for bad and doubtful debts at the rate
of 15o/o of Kshs.1,502,007 of gross debtors balance of Kshs.39,120,178 as at June
2015.

Although the company disclosed under note 1 (e) to the financial statements that a
provision of 15% general reserve has been made on bad and doubtful debts, no
Board approval of the policy has been provided for audit verification.

ln the circumstances, it has not been possible to confirm the accuracy and
recoverability of the receivables and prepayments balance of Kshs.37,618,171 as
at 30 June 2015.

4.0 Directors' Expenses

lncluded in the Directors' expenses of Kshs.2,159,226 is an amount of
Kshs.180,700 for purchase of air tickets for board members and senior
management staff trip to Mombasa whose supporting documents were not availed
for audit review. ln the circumstances the propriety of the board expense figure of
Kshs.2,159,226 as at 30 June 2015 could not be confirmed.

5.0 Cash and Cash Equivalents

The cash and cash equivalents balance of Kshs.14,855,650 as at 30 June 2015
could not be confirmed as no bank confirmation certificate for the post office
collection account was made available for audit review. Similarly Mpesa paybill
balance of Kshs.87,551 was not supported by any documentary evidence. The
customers' deposit account balance of Kshs.11,286,913 in the financial statements
differs with the balance in the adjusted cashbook of Kshs.11,256,134 by
Kshs.30,779.

ln the circumstances, the cash and cash equivalents balance of Kshs.14,855,650
as at 30 June 2015 could not be confirmed.

6.0 Unsupported Expenditures

f ncluded in the administrative expenses figure of Kshs.52,316,023 as at 30 June
2015 is Kshs.3,167,815 and Kshs.770,452 for staff transport and subsistence and
entertainment expenses respectively. Further, included in the Kshs.3,167,815 and
Kshs.770,452 is Kshs.1,454,417 and Kshs.260,440 paid out as subsistence
allowance and to an hotel respectively without supporting documents.

Consequently, the administration expenses balance of Kshs.52,316,023 for the
year ended 30 June 2015 could not be confirmed.

Adverse Opinion

In my opinion, because of the significance of the matters discussed in Basis for
Adverse Opinion paragraph, the financial statements do not present fairly, the

Kilui Water and Sanitation Company Limited - Annual Report and Financial Statements for the year ended
30 June 201 5
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financial position of the Kitui Water and Sanitation Company Limited as at 30 June
2015 and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financial Reporting Standards and do not comply
with both the Water Acl, 2002 and the Companies Act, Cap 486 of the laws of
Kenya.

Other Matter

1. Unaccounted for Water (UFW)

During the year under review, the Company produced 2,667,185 cubic meters of
water. According to the Company's records the volume sold was 1,532,095 cubic
meters of water resulting to UFW of 1,135,190 cubic meter which is 42.560/o.
However, the billing statement made available showed a consumption of 1,168,693
while the actual consumption revealed a consumption of 1,093,181 cubic meters.
The balance of 1 ,574,004 cubic meters or approximately 59o/o of the total volume is
UFW which is 34% over and above the allowable loss of 25o/o in accordance with
the Water Services Regulatory Board guidelines. The UFW of 59% may have
resulted in a loss of sales estimated at Kshs.98,260,395.

The significant level of UFW if not cleared may negatively impact on the
Company's profitability and its long term sustainability.

2. lrregularities in Billing

A review of some of the billings made during the year revealed that some customer
accounts were billed even though the current and previous meter readings were
the same. The explanation given was that the affected meters could have been
faulty and that the readings were an estimate. Failure by the Company to replace
the faulty meters may lead to huge losses of revenue as some clients may not be
billed at all despite having used the water.

3. lrregularities in the Management of the Billing System

The Company contracted a firm known as Computing Development Strategies of
P.O Box 379106- 0200 Nairobi for the supply and implementation of a billing
system known as Promics Billing Software. The signed contract was not made
available for audit review. However, on enquiry the procurement of the system was
done in the financial year 201212013 through quotation number
KITWASCO/O16/012-013. The supplier had quoted in his proposal that the cost of
the supply was to be Kshs 1,500,000 exclusive of VAT.

ln a letter dated 910912014, the supplier wrote to the Company indicating their
intention to hand over the project implementation to another company - Open Arch
Systems of P.O Box 1355- 10400 Nanyuki. On 27 October 2014, the Company
wrote to the supplier requesting for his commitment to continue with the project
implementation with the terms and conditions of the contract as per the tender
document. No communication was obtained again from the supplier. ln a letter

Kitui Water and Sanitation Company Limited - Annual Report and Financial Statements.for the year ended
30 June 201 5
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dated 1 November 2014, the firm, Open Arch Systems, wrote to the Company
indicating their willingness to take over the project and adhere to the terms of the
original contract. No other communication was made available for audit in review
respect of this matter. However, it was reported that Open Arch Systems took over
the project and continued with its implementation. On 30 June 2015, the Open
Arch Systems switched off the system reportedly due to the Company not being
able to meet annual maintenance fees of Kshs.300,000, an amount which the
Company was not willing to pay.

ln the absence of the contract document, it was not possible to confirm the terms
and conditions of the contract agreement.

4. Overall Financial Performance

During the year under review, the Company made a surplus of Kshs.2O,932 as
compared to a deficit of Kshs.8,506,051 in the previous year. However, the overall
financial performance of the Company appeared wanting as its revenue went down
by Kshs.3,259,831 from Kshs.100,591 ,107 as at 30 June 2014 to Kshs.97 ,331 ,276
as at 30 June 2015 even as its current liabilities went up by Kshs.10,832,027 from
Kshs.36,153,508 as at 30 June 2014 to Kshs.46,985,535 as at 30 June 2015. This
trend, if not reversed, does not augur well for the company's future.

My opinion is not qualified in respect to these matters

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenya Companies Act. I report based on the audit that;

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

ln my opinion, proper books of account have not been kept by the company,
so far as appears from my examination of those books; and

The company's statement of financial position is not in agreement with the
books of account.

o

FCPA Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

31 March 2016

Kilui Water and Sanitotion Company Limited - Annual Report and Financial Statemenls for the year ended
30 June 201 5
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sTlhHt"**oilJll;ft Il'?i"?';'l#*Er9I:yEYEARENDED30THJUNE20ISzol4lzols 201312014

Kshs Kshs

Income
Revenuc

Other lncomc

Note
2(a\

2(b)

91,331,276

s0,021,025

100,591,107.00

44,153,393

144,744,500
147 I

Administrative exPenses 3

Advertisement and Promotions 4

Othcr OPcrating ExPenses 5

Operating SurPlus / Deficit

Finance cost 6

B.O.D Allowances and exPenses 1

Net SurPlus/Deficit

52,316,023

257,200

57,238,084

23,000

93'940,709
91

151 193

(6,451 )93)
721

449.661

2,159 ,226

r)
20.932

1

18
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KITUI WATER AND SANITA'IION CO' L'I'D

sTATEMENT oF FINiNiiar- posrrloN As AT 30TH JUNE 20ls

Note 201412015
Kshs

3,1 85,872
599,282

201312014
Kshs

2,916,154
894,450

Assets
Non-Qurrent Assets

P-lunt, Prop..ty and EquiPment

lntagible assets

'I'otal Non Current Asset

CURRENT ASSETS

Inventory
Receivables & PrePaYments

Cash and Cash equivalent

'fotal Current Assets

TOTAT, ASSE'IS

EQUITY & LIABILITIES
Capital and Reserves ;

Capital Fund

Surplus Reserve

Total equitY & Reserves

Non current liabilities
Loan from DePosit

Total Non current liabilitics

Current liabilities
Payables & Accruals

Total current Liabilities

.TOTAL EQUITV & LIABILITIES

Nthuku SO

Managtng Director (KITWASCO)

Inl rhb

Board Chairman (KITWASCO)

o*" glt lqo- t b

8

9

3,810,6043,?85,154

l0
il
t2

I 18,250

37,61 8,1 7 I

14,855,650

2l 8,85 I

28,9s5,322
13,1s2,132

56,311 ,224

I 1,845,658

46,136,908

I 1,845,658
(3,7s9, 9 r6)(3,73

142
8, 106,675

,658
l3 l4

1,285,014

36 153,508
t4 46,985 ,535

46,985,535 36,153,508

56,3 11,224 46,136,908

Rev

Date.
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KITUI WATER AND SANITATION CO. LTD
STAIEMENT OF CHANGES IN EQUITY
FOR tHE YEAR ENDED 3OTH JUNE 2OI5

Capital
Fund
Kshs

I 1,845,658
0

Surplus
Reserve

Kshs
9,759,469

(s,013,334)

Total
Kshs

21,605,127
(5,013,334)

Balarlce as at Ist July 2012
Surplds/Deficit for the Period

Balailce as at 30th June 2013

Balante as at lst July 2013
SurplUs/Deficit for the Period

Balailce as at 30th June 2014

Balance as at lst July 2014

Surpltis/Deficit for the Period

Balailce as at 30th June 2015

I 1,845,658 4,746,135 16,591,793

11,845,658
0

4,746,135
(8,506,051)

16,591,793
(8,506,051)

11.845.6s8 (3,759.916) 8.08s.742

l 1.845.658 16) 8.08s.742

0 20,932

11,845,658 (3,738,983)

22
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XIII. Statement of Cash Flows
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KITUI WATER AND SANITATION CO' LTD

sTATEMENT'oF cA;Ir'riows FoR THE YEAR ENDED 30TH JUNE 201s

Note 20t4l20ls
Kshs

20,932
937,277
295,169

201312014
Kshs
(8,506,051)

978,000
440,550

Cashflow from Opqrqtine activities . ..=-op.*t--rg 
trtpr* I dtfitFbtf*e working Capital changes

Add: DePreciation
Amortization

Op"riting surplus before Working Capital Changes

Workine CaPital Chanees

Dccrease/(increase) in lnvcntortes

O..r.ur"l1in.rease) in Receivables & prepayments

[o".r"ur.jlincrease in Payables & Accruals

Net Working CaPital Changes
^N; 

C; g"-ne.ui"o from operating activities

Cashflow from Investing activities

Purchase of Fixed Assets

Net Cash outflow used by Investing activities

Cash flow from Financins Activities

Loan from dePosit account

Loan repayments from deposit account

Net cash flow from Financing Activities

Net (Dccrcase)/Increase in Cash and Cash Equivalent

Net iash & cash Equivalent at beginning of period

Net Cash & cash Equivalent at year End

5

5

1.2 53.378 (7.087,50 l)

l0
ll
t4

100,601

(8,662,84e)

88,1 9 1

(2,921,450)
I 6. I 50,58410, 832,02'7

119

3,523,151 6,229,824
t3 t7

(264,110\
8 (l

71

l3 (6 12,644 728,424

(6 12.644\

l8
t2
t2

13, 152,132 7,915,502

t4 I 3.1 52,1 32
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Kll'Lll wA'[ER & sANl'l'A'[IoN CO' l']'D

No'I'Fr,s ro rtIE naaoi'*i'l tonlrltr: YEAR l'INDI'l'D 30'l'll JtINE' 201s

I. SIGNII.'ICAN'[ ACCOI.IN'I'ING POI'ICIES:
.l.heprincipleaccountingpoli"i",adoptedinthcprcparationofthcseFinancialstalemcntsarcsct

on below

a). Basis of preparation -r^-^^..,irh o-,r cnmnlv with International llnancial reporting standards

't'he rinancial statcmcnts arc prepared in accordancc with and comply with Interna

b). Revenue Recognition

Revcnuc is recognizcd whcn thc earning process is virtually complcte and an exchange transaction has occurred'

c). Deprcciation .--,r.^.r r^ r^,rire down the ir cost
Dcpreciation is calculatcd using thc reducing balancc mcthod to write down the ir r

arnounts to thcir rcsiduaf 
'uf "l 

out' their estimatcd usel'ul livcs as lbllows:

il

lv

Bicyclcs
Furniturc & tittings

Computer acccssorics

Motorcyclcs and Vchiclcs

12.5o/o

20o/o

33o/o

250h

Anrortiz,ationonintagiblcnoncurrcntassctsiscalctrlatcdusingthcreducingbalanccmcthod
to writc down thcir 

"uu 
un ouni, io their rcsidual valucs ovcr tlheir cstimatcd use l'ul livcs as lbllows:

v ComPutcr Sollwarc 33oh

d). Retirement Bencfits , --.-:L...:,.6 ^^-cinn cchemc (N.S.S.'.P & P and
'l'he retirement bcneflts to thc statutory dcllned contribution pcnsion schemc (N'S'l

Gratuity) contributions *.;;;;; by the thc to"ut ,tuirt. and arc currently limitcd to Kshs 200/:

pcr Month pcr cmploycc uJu 'i*itu' 
umount by thc crnploycr to the contracted pcr cmployccs'

3lo/oolcontractcdstalj.basicpayispayablcasgratuityuld.T.5o/osclfandl5%byl:,mploycrlbr
Permanent and Pcnsionable Stafl"

?;Ii,:j,,";.1"iilffi[|yn['"ll'."*,.0 al aclryrcd baranccs. somc i:l: tih::l:l]tom Nationar water

conscrvarion and t)ipclinc i;;i;;;"; 'ii91 ::'bc 
rcalizcd in tull' A provision of l57o has been

;;;; ;;.".ral 
'csc'uc 

for llad and Doubttll Dcbts'

l]";;*llT:Li,'#'1"*,"d ar accrucd baranccs rcss pavmcnts made during thc pcriod'

g)' Non - ('urrcnt Asscts ,-^,^-.'.':- rh,' riv,'d assor schcdulc wcrc all aquircd by thc
'l'hc Currcnt Assets shown in thc opening balancc in thc lrxcd assct schcdulc wcrc

colnpany.

h). Comparativcs r . -.^ .L^ ^,,,rirn.l ct^tcmcnrs of 2012/2013 financial
'l'he comparativc figurcs to thc accounts rclatcs to the audited statemcnts ol20l2l2

statcments.

i). Provision for Batl antt doubtful dcbts

l5Toprovisionforbadanddoubtiltldcbtshasbccnrnadcbascdonrecevablcs(Notc9).

j). Invcntor)' Valuation PolicY

'lhc stock is valucd ut to'u"' oitttt cost and nct rcalizablc / market value'
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KI'IUI WATER & SANITATION COMPANY LIMITED
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 3OTH JUNE 2OI5

k). Cash and Cash Equivalent
For the purpose ofcash flow statement, cash and cash equivalent comprises
cash in hand and cashbook balances.

l). Capital Reserve
The capital fund shows the value of assets and liabilities aquired from the G.O.K and

National water company as follows:-
Debtor 16,322,452

Add Inventories 1 15,594

Less Creditors [4,592,388]

CAPITAL FUND ll
The Company has no share capital.

m). Currency
The financial statements are presented in kenya shillings

n) Financial Risk Management
The company has exposure to: credit risk, liquidity risk and Market Risk

The Board of Directors have established an audit committee charged with the

responsibility of identifuing risks and advising on risk management.

o). Significant Accounting Estimates and Judgement
Under the carrying amounts of Assets and liabilities the company makes assumption of
unccrtain future events on her assets and liabilities at the statement of financial position

date. 'l'he company has had a systems challenge and as a result the recievables as at the

end olthc rcporting pcriod havc becn cstimatcd

p). Taxation
The company is subject to a corporate tax at a rate of30o/o ofsurplus realised

During the year under review the company made a surplus of kes 20,932 , However in

the previous year the Company had made a loss of kes 8,506,05 I and therefore no

corparate tax has been charged.
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TUI WATER & SANITATION COMPANY LIMITED

NoTES.IoT}IEACCoUNTSFoRTI{EYEARENDED30THJUNE20IS

Note
2(a) REVENUE

Water Sale

Water l'ank

201412015
Kshs

84,923,066

201312014
Kshs

82,357,067

12,40 8,210 18,2 34,040

91,33 1,276 100,591,107

2(b) oTHER REVENUE
'l'his comprises of grant for electricity and chemicals

which was paid bylhe County Government of Kitui'

New connection, re-connection fee' tenders and Ecosan

ElectricitY

New Connection

Re- Connection
'l'ender Sales

Ecosan

PcnaltY

3 ADMINISTRATIVE EXPENSES

Salaries

ToP uP Allowance (GOK Staffl

CasualWages

StePend Allowance
'Iraining

Professional Fee

Official Airtime
Motor Vehicle running exPenses

Postage Expenses and Kenya Postel Directories

Printing & Stationary

Staff Transport & Subsistence Expenses

Fuel ExPenses

Staff Uniform & Branded /Promotional Materials

Kitui Water And Sanitation (Cratuity)

Medication
Entertainment

News PaPer and Periodicals

SecuritY Services

Audit fee

WASPA
Cleaning Material

Legal Fee

Perfomance Contracting

Work benefit injurY

48,060,345
98s,800
286.200
149,000

180,000

365,680

40,494,384

2,548,389
291,900

199,3 l0
235,450

383,960

7 I

24,185,493
2,153,606
3,488,843

89,400

412,737

19,200

780,639

1,978,432
88, I 77

841,253

3,167,851

10,048,527
89,655
81.82s

500

770.452
151,860

3,041,950
232,000
174,000

19,570
26,798

142,000

271,255

25,914,582
1,929,096
2,685,1l0

2,000

22,900
722,316

3,645,355
202,603

816,968

2,873,228
14,843,886

2,720
I 16,570

983,318
212,501

1,799,616
232,000
100,000

133,315

52,3 16,023 57
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TUI WATER & SANITA'TION COMPANY I''IMI'TED

NOTES TO THE 
'iJOXC'O" 

O"O'N'i' .O* THE YEAR ENDED 3OTH JUNE 2015

4 ADVER'TISEMENT
Advcrtiscment

5 OPERATING EXPENSES

TransPo( LIire

Insurancc [rxPenses

DePreciation

Amortization
lncreasc in Provision for bad and Doubtful debts

Net working
Social CorPorate ResPonsibil itY

Internet services

ComPutcr rePairs and maintanance

Officc Mobile Phone

Staff Welfare

Water Supply System Repair (pipcs & fittings)

Water Itesources Manament Authority

l% RcgulatorY Board LevY (WASREB)

9%'l'anathi water services board

Chemicals

Building rePairs & Maintainance

RePair of office furniture

I:lectricitY expense

MaPPing

Warma interst

6 FINANCE COST

tlank charges

7 I].O.D Allowances and lrxPenscs

201412015
Kshs

257,200
257,200

470,680

201312014
Kshs

23 000

23 000

937,276
295,169

1,502,007
136,050

5,000

65,900

268,515
2,000

10,000

4,112,963
1,486,877

849,231

7,643,076
4,t36,374

128,027

9,000

69,396,684
21,520

539,930

772,160
978,000
440,550

228,193
4,1 00

8,000

150,650

362.197
2,000

42,000

5,230,060

1,464,579

I ,042,501
9,382,5 l0
4.515,162

77,670
14,000

68,686,447

484 008

91

644,563

) 159,226

449,661

- l,5g9,091
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KITUI WATER AND SANITATION COMPANY LIMITED
INTAiGIBLE ASSETS

I

NOTE 9

NAME/TYPE OF ASSET

cost AS AT r-7-2013

PROMICS
SOFTWARE TOTAL

1,500,000 1,500,000

1,500,000 1,500,000

ADDITIoNS
DrsPpsAL
cost AS AT 30-6-20ls

ACCpMULATED amortization AS AT l- 7-2014

CHARGE FOR THE PERIOD
AMOh.TIZATION
DEPryECIATION ON DISPOSAL
TOTAL ACCULATED DEPRECIATION
AS At 3o-6-zot4

i

NET BOOK VALUE AS AT 30-06.2015

NBV 14,S AT 30-06-2014

605,550
295,169

605,550
295,169

900,719 900,719

599,282 599,282

894,450 E94,450

The Company has an agreement with Tanathi Water Services Board to use on a lease basis'boreholes

and other Operationat equipment.
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i.UI WATER AND SANITATION CO-LTD

NtrrES ro THtl oti6ii*ii ron trp PERIoD ENDED 30TH JUNE 20ls

2014/201 5

Kshs

2013120t4
Kshs

218,851l0 lNvENTo*1!:--,^... 
chemicats, pipes and tiuings, lab tools,

lnventories comPrtscs

stationary and loose tools'

II RECEIVABLESANDPREPAYMENTS .
' ' ;;;;;, ior sad and Doubttul debts ( l s% ) increase

I r 8.250
2r8,8 5l

r 18,250

29.t06,796
39. 1 20,1 78

(228, t93)
(r

37,6 18,17 I

76,719

IilectricitY

I2 CASII AND CASTI EQUIVALEN'I'

stall'Gratuity A/c

Cash at tlank

Cash at Ilank - Customer DcPosit

Cash in hand

Post olllce collection

mPesa PaYbill

t3

37,618,771 28,955,3 22

261,2s3

2,804, I 66

I1.286,913

l0l,5l0
314,257

87.551

492,355

3336,432

8,466,523

64,720

792,102

t3.152,132

LOAN FROM CUSTOMERS DEPOSIT ACCOUNT

p*.f'ut. of New Motor vchicle KIIN 54411

Pur.t ut. o1 Motor vchicle KBG 046 C

Paymcnt ol l0% lease t'ee

333,336
680,794
270,884

733,336
893,438

270.884

l,897,658t4

'l'hc company has an outstanding loan amounting to kshs l '239'643 
to pay lor

elcctricitY connection

14 PAYABLES AND ACCRUALS FOR TIIE PERIOD

ElectricitY
Customcr dePosit

Creditors
StaffSalary PaYables
'l'op tJP Allowance

Stepcnd Allowance

Casual Wages

WARMA Abstraction l:ec

l% Rcgulatory t'ee WASRUB

9Yo t,ease tbe'lanathi WSB

StalTGratuitY
Audit l'ce

Customcr Advance PaYmcnt

Chairmans I lonoraria

directors allowances

9,204,112

13,666.396

7 ,643,'719

3,936,433

227.211

2l .600

269,464

3,624,19'l

l ,050,8 l7

6,7s3,288

49,095

464.000

52.000

23 143

7,546,835

r l.520,546

3,213,036

I.988,465

265,649

260, I 70

2,433,604

674,'l t8

7,478,349

9,472

232.000

462,9t4

40,000

27 750

36,1

32



I
cl

KITUI WATER AND SANITATION CO LTD
NOTES TO THE ACCOUNTS FOR THE PERIOD ENDED 3OTH JUNE 2OI5

15 RELATED PARTY RELATIONSHIPS
The entity has related parties which includes :

1. The county Government of Kitui

The Company operates under a subsidised tarriff whereby the County Government

of Kitui subsidses by a way of paying a portion of the electricity bills. Under the

New Constitution of Kenya 2010 and the Legal Notice No. 164 devolved the water

and sanitation services to the County Governments. Hence, the Company

is offering services on behalf of the County Government,

2. TanathiWater Services Board

The Company operates as an agent of Tanathi Water Services Board through a

Service Provision Agreement (SPA) during the transition period. Hence, the Water

Board is the Principal. The company pays lease fee to Tanathi Water services

Board at a rate of 9% of the water billing.

3.Water Services Regulatory Board

The Company is regulated by Water Service Regulatory Board who is also the

regulator for the water and sanitation sector. Further the company pays

a regulatory levy of 1%o of revenues billed
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