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KEY ENTTTY INFORMATION
a) Backg-ound lnformation:

Nzoia Water Services Company Lirnited was registered under the cornpany's Act (CAP 486)
on 4th February 2004 and became operational a year later on 9th February 2005. The
Company is 'epresented by the County Executive Member responsible for water and
sanitation, who together with the board of Dircctors arc responsible for thc general policy and
strategic direction of the Company. The Company is domicilcd in Kenya and has rcgions iu
Kitalc, Bungoma, lVcbrrlre, Kimr''li and Chwclc. Thc company is fully owned by thc county
governments of Trans Nzoia and Bungoma under the water Act 2016 and mandated to
provide water and sewerage services within the two counties.

The company operates several water treatment works namely; Kapolet and Nzoia in Trans
Nzoia County and Nabuyole, Matisi, Kapkateny, Kamtiong' and Chesikaki all in Bungoma
County.

Company Vis.on:
To be a world class water scrvice provider.

Company Mi;sion:
To provide quality porlable water and sanitation services in a sustainable manner using world
class practices for the satisfaction of customers and stake holders.

Core Values:
These values form the foundation on which we perform our work and conduct ourselves. The
values undcrlie our work, how we interact with cach othcr, and thc stratcgics wc employ to
fulfill our mission. They arc the practices we use every day in cverything we do and arc a
constant description of who we are. Our core values includc thc following:
Customcr Focus, Profcssionalism, Intcgrity, Tcam Work and Innovation & Creativity

b) Principel activities
The principal activity of Nzoia Water Services Company Limited is to p. ovide adequate
water and sanitation services efficiently, economically and in a sustainable manner to all
consumers in rrreas under its jurisdiction.

Thc mandates of the Company are as follows:

technical, corrlr nercial, fi nanc,. ;l and admi n istrative f unctions.

Provision Agreement (SPA)

obligations in accordance with statutes in force.

without tl.e authorization of the Licensee.
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c) The Water Sector in KenYa

The Water Act20l6 created dii":rent but complimentary institutions to carry out functions

in the sector. These include:

sanitation services in the country.

water and sewerage services in the countrr

maintenance and management of the national public water works within their areas of
jurisdicti,rn.

an agent of Bungoma and rrans Nzoia County Government and it is rcsponsible lor
provision of water and san,tation scrvices in thc jurisdiction of Kitalc, Bungotna,

Wcbuye, Kimilili and Chwelc.

water resources.

managenr3nt of national public water works for water resources stc age and flood

control.

grants to counties in addition to the equalization fund and to assist in financing the

development and management of water services in marginalized areasl underserved

areas.

devolved function under the County Governments.

ll
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BOARD OF I)IRECTORS
The Company has a Board of Directors which is responsible for:

a) The efficient management of t.c human, physical, and financial resources of
the Company;

b) Making policies for the Company;

c) Approving Strategic and Business plans for the Company;

d) Any other matter. related to the management of the Company;

Members of Board of Directors who held office during the year under review were the
following:

Rebecca C Nafula
l,usweti Furaha B.K.S
Flsther Wamalwa
Andrew Musu rgu
Renson Makheti
Bonface Wanl'onyi
Robert Tigogc
Joseph Munya;i
Aggrey Chemonges
Mathew M.Wakhungu

Chairperson
Director
Director
Director
Director
Director
Director
Director
Director
Managing Dircctor

Non-Executivc
Non-Executivc
Non-Exccutivc
Non-Executive
Non-Executive
Non-Executive
Non-Executive
Non-Executive
Non-Executive
Exccutivc

Lcft on February 2022
Lcft on February 2022
Appointed on Octobcr 20
Apl ointed on October
Ap1 ointed on January
Left on October 2021
Appointed on October
Appointed on October
Appointed on October
Appointcd on July 2020

9
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20
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Corporate Secretary:
Pamphil Matsekhe,
P.O Box.673-l;0100
KAKAMEGA.

Corporate Headquarters:
Nzoia Water Services Company Limited,
P.O Box l0l0 - 50205,
WEBUYE

Corporate Bankers:
Equity Bank Limited,
Kitale Branch,
P.O Box 801 - 30200
KITALE.

Independent {uditors:
Office of the Auditor General,
Anniversary Towers, University Way,
P.O Box 30084- 00100 GPO,
NAIROBI.

Corporate Contacts:
I elephone:(254X020)206053'i
E-Mail: info@nzoiawater.or.i :
Wcbsite: nzoiawatcr.or.ke

Kcnya Commercial Bank,
Webuye Branch,
P.O Box 332 - 50205
WEBUYE

Principal Legal Advisers :

The Attorney General,
State Law Oftice,
Hararnbce Avenue,
i'.O Box 40112 -00200 City Square,
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BOARD OF UIRECTORS

Zt-

Joseph Munyasi - Chairperson (Born 1962)
Hc holds a PhD in Forage/Crop Eco-physiology from University o

Eldorct and a Mastcr's of Scicnce from Southcrn Cross Univcrsit
Lismore Australia. He holds Bachelors of Science degree (Nature
Rc.ources Management) fi'om Egerton university Njoro and
Dipioma in Range Management fiom Egerton Universitl
Currently he is a Senior research officer at Kenya Agricultural an,

Livestock Research Organization, Part time at University o
Eldoret in thc depa(mcnt of Agriculturc and Biotcchnology an'
school of Nafural Rcsources and Managcment. Hc is a mcmbcr c

Animal Production Socicty of Kcnya (APSK), Mcmbcr o

Environment ft- .ilutc of Kcnya (EIK) and a mernbcr of Kcny
Institute of Management (KIM).

Lusweti Furaha B.K.S - Director (Born 1962)

Hc is a trained tcachcr and a graduatc of Bachclor of Busincss
Management Markcting option from Moi University. Currcntly
doing MBA in Strategic Management from the University of
Na,;obi. He has taught in a number of schools nationally and
rose through the ranks to become a Head of Department in
T:chnical and Applied Science. He is the Trans-Nzoia Branch
Executive Secretary since 2006, serves as the chairman of the
KUPPET Trustee Board since 2013 and also a rnenrber of the
County Education Board since 20l6.He is a menrber ot'
Marketing Soc;';1, of Kenya (MSK).

Esther Wamalwa- Director Born (1978)

She joined the board in March 2021 to represent the County
Government of Bungoma. She holds a master of science in
Finance and Economics, Bachelor oICommerce Finance option
and is a CPA (K) holder. She is thc CECM Financc and
E^onomic planning -County Governmcnt of Bungoma

lV,lathew Maruti Wakhungu - Managing Director (Born
1970) Hc is currcntly studying for Mastcr of Busincss
Administration with a bias in Financc at Kcnyatta University.
Hc holds a Bachelor of Business Administration from Kenya
Mettrodist Uni ;:'sity and a Certified Public Accountant of
Kenya and a member of ICPAK. He is the Secretary to the
Board.

Andrew Musungu -Director (Born 1981)
Hc joined thc board in October 2020.He holds a mastcr of
Scicnce in Financc, and Bachclor of Commcrcc in Financc. Hc is
CPA (K) holdcr. Hc is thc CEC Watcr and Environmcnt- Trans-
Nzo.: County.
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Renson Makheti-Director (Born 1965)

U. ;oi*a the Board in November 2011' l{e holds two masters ln

strategic Management from University of Nairobi and Mount

ia."y; universily. He has Bachelor of Arts in Economics fiom

Uniu".rity of Nairobi' Currently doing PHD in. strategic

tuturrug"-"rrt from JKUAT' Hc is thc County Exccutivc in 
.thc

minisf,y of Environmental, Watcr, Natural rcsourccs and Touristn

County Government of Bungoma' He represcnts the County of

Bungoma in the i 'r'.ird.

Aggrey Chemonges- Director (Born 1957)

ri; j"i;"J the Boird in October 2021' He holds a Master's olArts

iCou.**.nt) from University of Nairobi' He has a degree in

bachelors of Arts frorn University of Nairobi. He is the County

Executive in the ministry of Environmental' Water' Natural

resoL,i'ces and Tourism County Govcmmcnt of Trans Nzoia' Hc

t u, uu.t experience in water sector spanning over 40 ycars' Hc

reptesents thc County of Trans Nzoia in thc Board'

Rebecca Catherine Nafula - (Born 1967)

ih;;r. appointe' Chairperson of the Board in January 2019 and

ieft on Felruary zl22.Shejoined the Board i June 2016' She

holds a Master tf Education d"gt"t in Educati' nal Planning and

Munug"rn.nt from Masinde tvtutiro University of Science and

Technology.
She is crirrently the senior Head of Department (Science) at St

t<iri,o Mayanja Mixed Secondary School' Before then she served

u, O.pu,y Head Teacher at Luuya Girls Secondary School and

Hezi ' of Department Science at kibabii Boys High School' She

has published the following papers- -- 
i. f*puct of school *uiton*tnt on acadenric perfbrmance

in glrts' schools in Bungoma South District

2. Negative cultural influence on girls academic

Performance in Bungoma CountY'

Robert Tigogo- Director (Born 1973)

ii"l"i^J"rhz goard in october 201g. He hords a Master's in

Bus"iness Aclministration (Strategic Managemcnt option) 
- 
from

iu*o t<.rryutta University of Agrrculture and Technology' He has

"-p"1i 
gr"auate diplomu in tu* from Kenya school of .Law'

Bacheloi of Social iaw from Shivaji University and Bachelor of

Lar.-LLB (special) with ls'Class honors' He is a member of

CPS-K, ICPSK.
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CORPORATE MANAGEMENT TEAM

The day-to-day operations of the Company are run by Corporate Managetnent Team (cMr)

headed by a Managing Director'

The following are the Corporate Management '' 'am:

i

Mathew Maruti Wakhungu - Managing f)irector
He is currently studying ior Master of Business Administration with a

bias in Financi at Kenyatta University. He holds a Bachelor of Business

Administration from Kenya Methodist University and a certitied Public

Accoun'ent of Kenya and a member of ICPAK'

Hudson Makhanu Wanjala - Head of Technical Services'

He holds a Bachelor of Science in Civil and Structural Engineering frorn

Masinde Muliro University of Science and Agriculture and a High

NationalDiplomains/ater'EngineeringfiomKenyaPolytechnic.

::
'i
l,t, . .l

Patriciaokello_HeadofHumanResourcesandAdministration
Manager.
She holds a Masters of Arts in Labour Relations Management from

UniversityofNairobi.BachelorofBusinessManagement(Hunran
resoutcr Management option) from Moi University' She has higher

DiplomainHrtmanResourceManagementandLabourRelationfiom
KisumuPolyechnic.ShehasprofessionalqualificationinCHRP(K).

Tom W. Musungu - Head of commercial and Corporate affairs

Manager
He hJds a Bachelor ,l'Arts Dcgrce in Sociotogy and Gcography frorn

TheUniversityofNairobiandaDiplomainSalesarJMarketing.

RamadhanKubendeodhiambo.HeadofFinanceandAccounting

He holds a master of Business in Finance from Kenyatta University and a

Bachelo- of commerce with a bias in finance from Kenyatta University.

He also ilas certification in strategic tnanagement and leadership fronr

Kenya institutc of managcrncnt. Hc is a ccrtified Public Accountant and a

mcmbet of ICPAK.

Felistus Supa Musonye- Head of Procurement and Supply chain

management.
sheh"olasabachelordcgreeinBusinessManalement(procuremetrt
optionl. She is a licensed supplies managemen practiotleeer and a

registcrcd mcmbcr of Kenya Institutc and supplics managclncnt

\
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Nelly Cheptanui Ng'eno- Head of Risk and Internal Audit
Manager,
She holds a Master of Business Administration (Finance option)

from i rbarak University, Bachelor of Business Management

(Finance Option) from Moi tJniversity she is also a Certified

Public Accountant of Kenya and a member of ICPAK.

Pamphil Matsekhe Oundo - Ag. Corporation Sr :retary
He ii an advocate of the High Court of Kenya. T.,e University of
Nairobi LLM candidate, graduated from Moi university school of
Law. He holds Diptoma in law from KSL in the year 2013, was

admitted to Bar and signed the Roll of Advocates in 2016, has 5

years post admission working and litigation experience in legal

profcssion, posscss currcnt practicing ccrtiltcatc in good standing.

he is tr.r Legal and Compliance Officer at LVNWWDA and the

Ag. Company Secretary of NZOWASCO.

-
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on behalf of the Board of Direc''ors, arn elated to present to you an overview of the annual

report and finzncial staternents olthe Compuny,fotlnt 1t1:*::30'h 
June 2022'The strong

foundation that we t "". 
i;iJ over time by embracing our vision to be a world class water

UtilityinKenya;supportedbyarobustgovemancestructure;continuetoinstillgrowthin
NZOWASCO and providing momerrtum for a r ''cure future'

Duringtheyeurthccompanydiligenttyworkedtoimprovethcdeliveryofrasiccleansafc
water and sanitation servicei to its custo;;;;1t elevating^ the quatity of its network ahd

services to high standards. Water .ou"rug"-i, "u''"ntty 
at 80p/" while sewerage coverage is at

l6oh for whi:h various development partners have expressed interest for its network

Nzoia Watcr Scrvices Company Lirnited

Annual Reporis and Financial Statements

For the year errded lune 30 2022

CHAIRPERSON'S STATEME^ T

extenslon

Operation Environment

Future Outlook

servlcc.

In the water i rdustry, thc cost of electricity which is thc most conunon input rcmaincd high

due to electricity ,u.,iriiu" becorning the highest component in the cost of water production'

The cost of chemicals and other inputs was at par

Business DevtloPment

During the period under review, the company continucd to partner with donors in thc funding

of various Protects.

TheWSTFthroughfundingsupportedthecompanybypJgyidingthemwithKsh3T.6million
.uia.t,"Compan..irrtcrm-solcl:nsionsandelectricitybillspayment.

During the year rhe company reviewed its strategic plan 91 
2011 to 2027' Tbe plan details

various investment plans'which aim to ensure NZOWnSCO's growth' The rnain objectives

of thc ncw strategic plan are: incrcascd water production to mcct thc dcmand' rcduction of

NRW, financial ,urruinuUiti,y, improved.o.po., tc imagc & visit'ility and improved customcr

The company enjoys donor confidence due to its leadership and good corporatc govcrnancc'

This is evider::ed uy ine success in implementation of minor projects and partnership with'

WaterSectorTrustFund(WSTF)'County.GovernmentofBungomaandTrans-Nzoia.
Finally, the future "i Uowesco lotks bright. The company has positioned itself to

produce more water to meet the C'mand and increase sewer network'

iJ:tltli: susrain optimum achiovemcnt of servicc coveragc as a pubric utility company, thc

Board of Diret;tors 6oes not propose puy-"ni of a divi4ena' fne reserves are to be utilized to

support water devel;il;;;"i;, *ntin'inl area of jurisdiction of the water Companv in

line with the regulators guidelines'

vtll
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Gratitude

We remain ldfast in delivering on our strategy and exceeding our custome i' expectations

be realized without your close collaboration and support ft rm the CountY,

opment partrlers. To all of you I say a big thank you'

Lct us ue practtctng our core values that is: Customcr focus, Profcssionalistn,

Teamwork,
betterment

lnnovation and CreativitY to the contentment of our customers for the

our country

Thank you stay blessed.

MUNYASI
BOARD OF DIRECTORS

1X
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MANAGING DIRECTOR'S REPORT

I am delighted to present the Annual Report and Financial Statements of NZOWASCO for

;;,ear;il.J :0fi rrrt" 2022,this beirrg the lTth annual report and financial statements for

the Company exhit-iting cur prog, 'ss so far'

NZOWASCO has continuously been able to gain momentum over the short period since

inception. The company has in place a reriewetl Strategic Plan (2017 -2022) which.is being

used to improve se.ui"e deliveiy and ensure achievement of set targets by emphasizing on

areas of pri,ority in supplying of water and sanitation services'

Financial Sut: ..mary

The financial achievement was not better than the previous year as the company recorded a

pre-tax profit rf Kshs 23.4 M compared to a pretax loss of Kshs 22'7M during the previous

year.

Service DeliverY

During the year under review, as envisaged in one of our core values of customer focus' the

"o*pu"ry 
continued to maintain satisfactory levels in sewice delivery' The water produced

was distributeJ to customers equitably through a rationing program' During the period the

,*r"g. *",er supply was lghrslday compared to l8hrs per day in 202112022 and the amount

of water provided was an average'otZZ,S31M3 per day compared to 25,910 M3 per day in

zOzOlZL The Non-Revenuc Watcr stood at 50!

Generally, there was a remarkable improvement in service delivery witl the following

activities having been carricd out: -

(i) Mainterrance of water distribution network

(ii) Maintenance of sewer network.
(iii)lmprovement of sanitation at the low-income areas

iivjContinued use of customer romplaint tracking module

iv) Partnered with Mpesa and banks on revenue collection to make customer servlces

casily available to thc customers

Staff DeveloPment

During the pr riod, the company continued to improve staff competence 'n an effort to

maintain good service deliverY.

The managers who are members of various professional bodies were able to attend seminars'

workshops an I symposiums lor the purposl of improving their skills, networking arrd job

satisfaction. Other soft programs inciuding the trainirrg of F,nvironmental Health & Safety

activities wcre also carried Jut by providing PPE's as guided by the Occupational Hcalth and

iafety Act to emSloyell 
"*por. 

i to uuriou. types of hazards. On Industrial Relations a

healtfiy and cordiai reiationship was maintained between Kenya union of water and sewerage

services and the management through continuous consultation and engagement on various

issues at-fectin g emPloYees.
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On employee retention, motivation and welfare, the company ensured total compliance with

att poiiciis put in place including the Collective Bargaining Agreement (CBA) and

encouraged stl.ff involvement and participation through staff meetings across all departments;

u5 u ."rult, risks of high labor furnover rates were mitigated. lnterdenominational Monthly

prayers continued to be held on every last Friday of the month tluoughout the period with

participation from all employees to e nhance coh:sion and harmouy.

On Learning and Development, the employees across all cadres at ended various

trainings/workshops lor performance and skill cnhanccment as guided by a comprehensivc

Leaming and l)evelopment Plan.

Future Plans

As a company we continue facing recurring challenges over the years which include limited

sources oiwater, old infrastrucfure and low sewer coverage due to low funding thus dragging

our plans for prosperity, to curb these problenls wc arc trying to address them through othcr

mechanisms that include partnering with both County Govcrnmcnts of Bungoma and Trans

Nzoia, National Govcrnmcnt among other development Partncrs.

We hope the nompany will continue partnerin5 with WSTF for funding projr;s15 in the low-

income areas.

Appreciation

A big thank you to Both County Governments of Buugoma and Trans Nzoia, Shareholders,

Board of Directors. Management Staff, and alI our stakeholders for their mutual cooperation,

and overwhelming support throughout this season.

Thank you and best wishes to You all

.r$L
CPA MATHI.,W MARU'I'I WAKHUNCU

xl
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STATEMENT OF PERFOMANCE AGA.\'ST PREDETIRMINED OBJECTIVES

FOR FY 2021t2022

Nzoia water liervices company Limited,has five strategic pillars and objectives within the

current Stratei i" pfun fo. ii 
" 
pi ZOtl -2022. These strategic pitlars are as follows:

SustainabilitY Excellence
. Ensure a reltable, high-qua'rty water supply for the future-

oMeetorSurpass"nui-,on*.ntalstandardsandprotectpublictrustvalues.
oEnsureLong-TermFinancialstabilitybymanagingthetinancestomeetfunding

needs and maintain fair and reasonable water taril[s

Service DeliverY Excellence

. Maintain and enhance service excellence through continuous improvement.

Infrastructure Growth

. Maintain and improve the infrastructure in a cost-effective manner to ensure sustainablc

delivery of reliablc, high-quality ,ervice now and in the future, and addressing econonlic.

environmental, and social concerns'

TechnologY Excellence

. hnplement technologies that improve the effi'::ncy and effectiveness of busiucss processcs

People excellt'nce

.Createan:nvironmentthatattracts,retainsandengagesahighperformingdiverse
workforce in support oithe NZOWASCO's mission and core values'

NZowAsCo dev.-lops i:s annua- work plans based on the above five pillars' Assessment of

the Board,s performance against it. u*J work plan is douc on a quartcrly basis' Thc

company achieved its performance targets ,.t io'' the FY 2O2ll2O22 period for its five

strategic Pillar;.
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CORPORAT O GOVERNANCE STATEMENT

The Board of Directors of NZOWASCO is responsible for.the overall management of the

company and is committed to e;.uring that its business and operations are conducted with

integrity, professionalism, and in compliance with the law, internationally accepted principles

and best practices in corporate governance'

In the recent years various recommendations have been made in several legal and

professional publications in an attempt to determine the most appropriate way for companies

to be structured to achieve the highest standards of corporate governance. The 
^Board 

is

committed to full 
"ornftiun." 

of ali the releva ,' iaws including ihe Guidelines on Corporate

Govemance is'ued by the Regulator, WASREB

The Corporate Governance of NZOWASCO takes place within a framework which exists to

regulate and/o- guide the conduct of Board members, staff, customers and members of public

in assessing tlre Company's facitities and services' The objective of the framework is to

providc for the eftcctivc, ethical and accountable governance and managcmcnt of thc

Lornprny. The key instruments v'ithin the governancc framework are:

- The KenYa Constitution

- The Water Act 2016

- The ComPanies Act' 2015

- The Public Financial Management Act'2012

- The Public Financial Management Regulation 2015

- The Public Procurement and Asset Disposal Act 201 5

- EmPloYment Act 2007

- The NZOWASCO Service Charter

- NZOWASCO approved policies and procedurcs

For the sake of coherence and legitimacy, it is in the best interest of the Company that its

"onduct 
be regulated by the most appropriate t*'ne of governance instrument'

The Board of Directors

The compan; Board of Directors are appointed in accordance with section 69 of the

Company's Articles of Association

The Board of Dircctors is responr'5[c for thc following: -
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of service

The Board is responsible for drawing and implementing strategies for the long tenn success

of the company as well as carrying out the frduciary duty of monitoring and overseeing the

activities of manag:ment The Bi ,rd meets regularly and has a formal schedule of meetings

to discuss matters reserved for its decision with a view of determining and reviewing the

strategies of the Company and overseeing the Companies compliance with statutory and

regulatory ob[; gations.

Notices and agenda for atl Board mcetings are circulated to all Directors on a tirnely basis

together with the respectivc documents for discussion'

Composition of the Board

The Board ha,r 8 non-executive members and I executive member who double as the

Managing Director. Of the 8 non - executive directors four (4) represent the county

goue.imJnts of Trans Nzoia and Bungoma and are appointed by the respective

Governors. Their term of ofhce i* dependent on the discretion of the Governors who

appointed them. The other four (4) are competitively appointed and required to serve

foi a period of 3years based on performance and a third will retire at the end of their

tenn, one (l) represents business community, one (l) represent professionals, one (l)
consumer and one ( I ) represent women.

Under the manual the company shall have a minimum of eight independent directors. A

director is considered independent if he holr.:, no interests or relationship with the

company that :nay hinder his independence from the company or its ma agement,

whictr sLould rnterfere with the exercise of independent judgment in carryir g out the

responsibilitie;; of a director.

BOARD COI\,IMITTEE
The Board is supported by thrcc (3) Committees namely: Technical Committec, Financc and

Establishment and Audit and Go"ernance Committee all of which are required to report to the

Board a summary of the actions taten at committee level'

Technical Committee Joseph Munyasi - Chairman
Renson Makheti
Robert Tigogo

Finance and Establishment Comm ittee ; ndrew Musung-r - Chairman

Esther Wamalwa
Aggrey Chcmonges
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Audit and GoYernance Commlttee Robert Tigogo - Chairman

Renson Makheti
Joseph MunYasi

Board Meetings
The Board meeis 6 times in one financial year'

Board Committees

The Board hal constituted 3 sub-committees chaired by one tJirector in each, namely Finance

and Establishment, Technical; and Audit *.1 Gou.*ance' Each committee meets 4 times in

one financial Year.

The Board ap1 oints other committees as and wnun nccessary'

Board Rernuneration

By resolution of the Board each director shall receive a gloss of ksh l9'000 as sitting

allowance subject to tax of 30% and ksh 2,000 lunch allowances if lunch is not served

during the meeting. The chairman receives monthly honoraria allowance of ksh 25'000

subject to iOo/u,u* .r., ".,-pcnsa, 'on the Board shill allocate an amount not morc than

2o/o of the total rcvenuc of thc company'

Audit and Governance Committee

ThecompanyhasanAuditandGovernanceCommitteecomposedoflourdirectors.
The Audit and covernance committee is expected through the provision of checks and

balance to brirg positive results in supervising tnd suppo(ing tite management of the

company. [t i. responsible for 
"n.r.ing 

the-development of, compliance vith, and

p"riJJi" ,""ierv of corporatc governance policies and practices in the company'

The Audit anc Governance committcc holds quarterly mectings to provide guidance to

thc Board and Managcment. ln the year under rcview thc committee raised concerns

touching on "o.rr"Icial 
which showed a gap for a meter audit exercise to be

undertaken.
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MANAGEMENTDISCUssIoNANDANALYSISoFTHECOMPANY

As the scctor conrlnucs r.o grow ;ach ncw day has offcrcd a chancc for us to work

togcthcr pursuc n"* oprorilrnities and. improve upon t!:- past-as wc rcflcct on thc

changes in the *ut"r settor since the beginning of NZOWASCO we are extremely

prouJ of wher ) we are and more optimistic about the tuture'

l. Operational and Financial Performance

D Service DeliverY

onScrviceUclivcrythcfollowingwasachicvedagainstthcscttargcts:

'f arget
Desc tion

ratio (%)

Collection
E,fficiency (%)

CommentsActualT
Thc watcr covcragc was mal

pcriod undcr rcview thc company did not havc

,orr.", of watcr until thc ycat 2022 whcn KOICA

to supplement the current sources producing an a

of 40,000M3 of water Per daY.

ntained becausc during

IScctPhasc cxpcctcdIIPhase proJand Kapolct
daof aterto 000M1 perwaterI ncrease 20,production

8090Water C

(%)

from raw water channels m; nly during the ra

taken from consumer points in raw water suppl

do not meet drinking water quality stand

rcclt-r I 00%.thc791 o//oachicvcd rcqagarnstcompany
tnlcvclstoduc turbiditymainly

y during the wet seasons

1100

(%)
atcr qua

infrastructurc which is old and dilapidatcd

frastructurc damaging duc to a lot of road constrttcti

because of the dilaPidatedhis was not achieved mainly5on-Revenue
atcr (NRW)

t9Hours of SuPPI

(Hrs)

100

was not achieved due to fiequent

KPLC for non-payment more bulk supplier

was achieved due to the elforts

is was achieved due to the effbrts w

of Kshs 59.1m

disconnection

which company has

It. lace n ratl ()mete00%1 achito eve
hich company has

effic.on00% co ectacto hieve lencylnut Iacep
orcvenullectinll COe have ()

bchal lenge
t1OGovemmentCouhe Govern organizatiment,nty
areandllshitheir ater vpromptlnot ()

bpayln

100
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ACHIEVEMiINTS
l. Financial Performance

During the year .nd.d 3Oth June 2022 the company achieved total revenue of ksh 393million

representing an annual increase of 0.95% as c. -.rpared to previous year of ksh 374 million.

Our major Jtr..-, of reveuue are water sales and provision of sewerage servi es contributing

to over 90% ofthe total revcnue.

ICT Environrnent
The company in thc year under rcview continucd to usc the following softwarc

solutions;
. Tera term for billing purp.ses
. Sage 300 ERP for financial purposes

. Sage People for its payroll processing.

The company is in the process of sourcing for a better system with more advanced

tunctional ities.

2. Compliance with Statutory Requirements

The company s compliant with the various statutory requirements including:

statutc.y dcductions to KRA, NSSF, NHIF and SACCOs werc donc beforc duc datcs.

monthly returns on time.

treatment plants and regularly rnonitoring through our ISO certified laboratory that

the discharges to the environmettt meet the standards.

However, an amount of Kshs 45.4 million owed to pension schemes has no' been paid as it

relates to the iiabilities which were inherited from the defunct Municipal lf Council and

National Water. County Governments is currently assisting the employees who are retiring to

access their benefits.

3. Major Risks Facing the Organization

Various rnajor risk: are :'-imcntly 'cing thc cornpany. Thcse includc: -

i. water Bills Amount owed by the county Government - Kshs9.l M
Thc County (iovernmcnts currcntly owes thc company scvcral months' watcr bills

amounting to Kshs 9.lm which they have not settled despite several meetings and

reminders. This has caused a challenge to the company in meeting its financial

obligations.
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ii. Water Bills Amount Owed by the Defunct Municipal Council of Bungoma

and Kitale - Kshs 2loM
The former llCN owes the Company Kshs2lom which they refused to pay but

continued denranding for our services which led the company face a lot of financial

ditficutties in settling its- debts which continued accumulating' The company was

lorced to scttle ,n,rr" of thc urgc:t dcbts which includcd cmploycc pcnsion deductions

thgs affccting thc scttlemcnt of thc outstanding dcbts. Wc wcrc infonncd that thc

amount o*.d by thc dcfunct MCN was handcd ovcr to thc dcfunct Transitional

Authority who aiso handcd it over to thc National Govcrnmcnt which is yct to scttling

its debts.

iii. vAT Refund claims owed by Kenya Revenue Authority (KRA)- Kshs

4.5M
The Kenya I evenue Authority (KRA) owes the company VAT refu d claims

an,ounting to Kshs 4.5m relating to period between the year 2015 and 2C18 betbre

water and se\^erage services moved lrom VAT zero rated to VAT exempt' KRA has

bccn very slov, in proccssing of thcsc claims dcspitc thc many follow ups.

iv. Un predictabte Increase of Kenya Power Monthly bills ranging between

Kshs 7m to Kshs8.5m
gOrh of the water u)at rhe compar./ supplies are pumping. The design of the plants is

rather deep and thus expensive to run in terms of energy costs electricity). In addition,

the cost of electricity is unpredictable as it keeps on rising while our water tariff is
fixed lor a period. Our monthly electricity cost currently varies between KshsTm to

Kshs8.5m. In addition, there is no special tariff for the water sector tlrat would make

the services cheaper given that we off'er a social good.

v. water [,oss through old and Dilapidated water Infrastructure.
The Company loses a lot of water through technical means as arising fror r old and

dilapidated water infrastructure. The role of the company is lirnited to proper

*rnug"*.nt and introduction of efficiency measures whioh the LVWWDA/County

Goveftment ii supposed to provide the infiastructure. The bulk of the water is lost

through dilapidated network which was built many years ago and requires over Kshs

gOO mittion to replace. This is the work of the National Covernment through Lake

Victoria Water Se-.zice: Board (, VWWDA) wlto is the asset developer. We are only

an agent who is provided with the assets to provide water and sanitation services'

vi. VAT en Water and Sewerage Services

The changes in the VAT Act,20l3 as contained in the Finance Act 2018 made water

services VAT exempt meaning the water companies no longer claim the input VAT

thus making watcr scrviccs lnore cxpensive and yct it is a social good.

vii. Un Ac ounted for Water (UFW)- 50%
The water secror is faced with the challenge olwater losses which is at 60%o nationally

and 46oh at our company level with the acceptable level being below 25%. This

contributes to loss of revenues fbr water companies thus making water expensive' The

water losses occur through technical atld commercial ways. [n the technical ways water

is lost through lcaks and bursts while in thc commcrcial ways water is lost through

illcgal connections and mctcr ''rmpcring. The upsurge in thc NRW for thc FY
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zozolzozl was oc;asic i^:d by r,- 'd grading, frequent breakdown of pumps, tapping

from main line both in Bungoma and Trans Nzoia Counties'

In Bungoma county, Terem was handec over on pilot basis. This scheme serves a very

large ru"ral are,q whlre bursts and leakages are not reported on time to be attended to on

time also. Most connections wliich did not have water are now receiving water on flat

rate basis, which is not a suitablc way of billing volumcs consumed'

viii. Low Sew:rage Coverage 'L6'/'
Thecompan),seweragecoveragcisat16%duetolowfundingiomthc
County/-lrlatior,al Goveriment. Thii is a great risk to the town as it may be taced with

sanitation related diseases.

The Outlook
NZOWASCO reaffirms its commitments to be a world class water service provider in

Kenya- In spite of 
^uJg"toiy 

con: 'aints'-the company undertakes to do the following;

KaPkatenY
}ComplctionoftheGlsmappingofwatcrandscwcrageinfrastructurcand

customer Points

Bungoma counties

Future Plans
The company has however t'aced many challenges that include infrastructure and

lacility suppcrt due to low funding. However, these will be addressed througlr

performance ivlanagement and other mechanism that include partnering with both

BungomaandTrans-NzoiaCountyGovernments,Nationalcovernmentandother
Development partners through L:,ke victoria North water works development Agency'

The company wilr 
"oniinuJ 

partnuring with WSTF for funding projects in the low-

income areas.

Appreciation
I take this opportunity to thank the county government-of both Trans-Nzoia and

Bungoma, Shareholders, Board of Directors, irrt*ug"*.nt, Staff and other stakeholders

for their mutual cooperation, trust and continue ' support'

"rtL a

CPA Mathew vlaruti Wakhungu

MANAGING DIRECTOR
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CORPORATE SOCIAL RESPONSIBILTTY STATEMENT

The Company's Corporate Social Rcsponsibili' (CSR), policy sets out the guiding principles

by which the organization is run in order to fulfill its core mission. Th ; policy brings

together the wayi in which the Company ensures, at corporate level, that .s activities are

carried out ethically, sustailably and for the public benefit.

The company has formed a strong belief which helps to maximize the level of Corporate

Social Responsibility (CSR) by making a number of key initiatives to ellect and encourage

employee responsibility through embracing CSR which has positively impacted customers,

ernployees and the Joln,irJIlity at .. rge.

The company CSR Policy is made up of-three central pillars:

l- People and Community
2. Finance and Economic ActivitY
3. Environmcntal Sustainabilitl

l. People ano CommunitY

The Company as an emPloYer

The Company is committed to being a good employer, and contributes positively to the

creation ol employment in the Country together with both county governments of Bungoma

and Trans-N2ei2 Csrrntl, Our r, :ssion is to foster au environment where employees feel

rccognizcd lor their contributions, apprcciatcd for thcir individuality, and challcngcd to do

thcir bcst. As an cmploycr thc Company is cornmittcd to cttsuring that all thc cmployccs arc

fllly supporte,l in their work, have a decent working environment, are fairly rewarded. and

maintain a good r.r,ork-life balance. Thc Company rccognizcs staff tradc unions that reprcscnt

and protcct thcir intcrests. Thc Company currcntly offers compctitivc tcnns and conditions of
...ui". to its employees. The Company has in place two retirement beneflts schemes (LAP

T'rust Lap Fund and NSSF) for its staff which,-.r,vides earnings Juring the retiretnent period.

In addition, th,.Company has a medical and accident cover tbr its statt.

The Cornpany also carries out employee satisfaction survey after every two years with a view

of irnproving lhc conditions and working cnvironmcnt of its cmployccs and kccp in touch

with cmcrging cmployce issucs. In addition, thc Company has put in placc many ways to

contributc to positivc changes to its en-rployecs including on-job trainings, participation at thc

Watcr Companies Sports Organization (WASCO) garncs which has not bccn hcld duc to

COVID-19 Pandcmic and bcnch r,arking scssions that dcvclop thc cmployccs and cnsurc that

thc company r ision is achieved.

Local Community

The Company has always ensured that the water available is distributed equitably to all the

customers atrd sewer systelns are maintained'

The company rn partnership with Water Services Trust has been able to prc ride services to

informal settlements of Kitale, Bungoma and Webuye through construction of water Kiosks,

yard taps and most recently Chwele abolition blocks. The residents of the infonnal
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settlements are able to access clean portable water at an affordable price of ksh 2 per 2O litre

Jeri can.

The company from time to time makes donations to women and youth groups upon request

from the said entiti''s.

The Customers

To the Customers who are thc pillar otthc Company's existencc, great concern is put in placc

to ensure their satislaction. Annually, the company conducts a customer satisfaction survey io

ascertain whether the efforts put in 2lace by the Company are felt by the customers and any

issues raised 'rre addressed promptty. During the year, the company witt the help of a

consultant cor,ducted a Customer Satisfaction Survey in which the comp. ry managed to

attain a Customer Satisfaction Index of 50%. The noted Key improvement was on

Communication to Customers on issues affecting them.

The Companl is committed to service delivery to its customers by creating a customer

friendly environment. The Company docs this activity by use of custotner voicc and choicc

system which records all customer complaints and they arc assigned a tickct nutnbcr for

provision of feedback oncc thc ct rplaints are resolved.

2. Finance and economic activities

The Company recognizes the fact that the way in which it conducts its activities tinancially

has a beaiing on those with an interest in its work. The Company's Financial Regulations

reinforce its core values in informing policy, practice and guidance to staff of the Company

to ensure fair and ethical financial practices.

The Company's frnancial activity is undertaken with reference to the follo,'ring guidelines

and policies:
o Directr,rs and staff code of conduct
. Public Procuretnent and Assets Disposal Act and Regulations

. Public Finance Management and Regulations

As part of their conditions of emp,oyment, all staffs are required to follow such policies and

guidelines to ensure the Cornpany conducts its activities in an appropriate manner.

The Company also commits to thc fbllowing as a good organizational citizen:

financially

submisrion reviews from potcntial suppliers in line with Govem rent policy on

women, youth and the disabled

degradetion
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3. Environmental SustainabilitY

The Company recognizes environmental sustainability as the greatest challenge of the 2lst

century una "o*,rit. 
to ensuring that all of its major strategies and operations consider their

environmental and ecological aspects and impacts'

Thc Company participatcs in the conscrvation of thc cnvironment by planting trccs at its

watcr catchmint area. Thc Company also cnsLres that discharge to rivcr |'zoia mcets thc

rcquired stand,irds by conducting regular tcsts through its laboratory which is SO ccrtified'

The Company supports initiatives that minimize our impact on the environment and help

createasust,rinablecommunitybyworkingcloselywithNEMAandvariouscounty
departments such as the Environment and Public Health to enhance and protect the

environment around us.

REPORT OF THE DIRECTORS

The Board ol Dircctors has thc pleasurc to submit thc annual rcport and financial statcmcnts

tor the ycar ,:ndcd 30th Junc 2022 in accordancc with Intcrnational Financial Rcporting

Standards and thc company's Act which discloscs thc affairs of the company'

Principal activity

The principal .rctivity of Nzoia Water Services Company Limited is to provi le adequate

watei and sanitation services efficiently, economically and in a sustainable manner to all

consumers in areas under its jurisdiction.

Results

Thc rcsults of the cntity for the y. "r cndcd Junc 30, 2022 arc sct out on page I to pagc 34

Dividends

The company Joes not pay dividends rather uses the surplus to enhance its principal mandate.

Directors

Thc mcmbers lf the Board of Directors who scrvcd during thc year arc sho' n on pagc lv

to v. Thc dircctors will retirc in lots aftcr 3 ycars.

Auditors

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

Article 229 of the constitution of Kenya and the Public Audit Act 2015.

By Order of the Board
N a m e: Pamph il IvI atS.-e.klre

Signaturc: lW
Date : 23'd .M.a-r .c\ 2-.02-3-

Corporate Secretary/Secretary to the Board
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STATEMENT OF DIRECTORS RESPON.SIBILITY

Section 164 cf the Public Finance Management Act' ?Ol2'ld.t:"t1:1^] -"ljlt^"t""
Corporations .Act, require the Direc_to., io pr.pure financial statements in respect of

NZOWASCO *f,ict !iu" a true a,d fair view of ih. .tut" of affairs of the e.tity at the e*d

of the financial y"urlpZiio,l and the operating regu,lts-o-f^the entity for that ,"ar'.,. ":t:1t 'n"
Directors are rlso r";;i;; ,o .nru." that NZowAsCo keeps proper accounting^ records

which disclose with reasonable accuracy the financial position of NZOWASCO' The

Directors are also responsible for safeguarding the assets of NZowAsco'

The Directors are responsible for the preparation and presentation of NZOWASCOTs

financial statements, ,fli.n give a true ani fair view of the state of affairs of NZOWASCO

for and as a: the end of the financial year (period) ended on June 30, 2022' This

responsibility includes: (i) maintaining adequate'financial management arrangements and

ensuring that these continue to be effective throughout the reporting period; (ii) maintaining

proper accounting records, which diiclose with 'e.asonable accuracy at any time the financial

iorition of rl.,.e lntity; 1iii1 aesigning, imple^nenting and. rnaintaining irtemal controls

relevant to the preparation and fair presentation of the financial statements, a' d ensuring that

they are free l.rom material misstatements, whether due to elror or fraud; (iv) safeguarding

the assets of t-,'re entit (v) selecting and applying appropriate accounting policies; and (vi)

making accou)rting estimates that are reasonable in the circumstances'

The Directors accept responsibility for NZOWASCO's financial statements' which have been

prepared using anpropriut. ac, .unting policies supported .by reasonable and prudent

judgments and estimates, in contbrmity with International Financial Reporting Standards

(IFRS), and irr the manner required by the PFM Act, 2012, Water Act 2016 and the State

Eorpo.utioos Act. The Directois are of the opinion that NZOWASCO's financial statements

gir" u true anci fair view of the state of NZOWASCO's transactions during the financial year

ended June 30, 2022, and of the NZOWASCO's financial position as at that date' The

Directors further .onfrr. the completeness of the accounting records maintained for the

entity, which have been relied upon in the prep:"'ation of NZOW.ISCO's financial statements

", 
*"it as the I dequacy of the systems of internal financial control.

Nothing has c0me to the attention of the Directors to indicate that the NZOWASCO will not

remain a goinl: concern for at least the next twelve months from the date of this statement'

Approval of the linancial statements

Theentity,sfinanctalStatementS\^3reapprovedbytheBoardonMandsignedon
its behalf by:

-$,--
CPA Mathew M. Wakhungu

MNO.l4533
IVlanaging Director

Dr.Joseph llunYasi

Chairperson of the Bo.,rd
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

Enhanc ing Ac c ountabi I itY

H

Anniversary
Street

P.O. Box 3oo oo
IROBI

PREAMBLE

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

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

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

C. Report on Effectiveness of lnternal Controls, Risk Management and Governan
which considers how the entity has instituted checks and balances to guide i

operations. This responds to the effectiveness of the governance structure, the
management environment and the internal controls, developed and implemented
those charged with governance for orderly, efficient and effective operations of
entity.

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nzoia Water Services Compa
Limited set out on pages 1 to 34, which comprise the statement of financial position as
30 June, 2022 and the statement of profit and loss and other comprehensive i

statement of changes in equity, statement of cash flows and statement of comparison
budget and actual amounts for the year then ended, and a summary of significa
accounting policies and other explanatory information in accordance with the provisio

Report of the Auditor-General on Nzoia Water Services Company Limitedfor the year ended 30 June, 2022

REPORT OF THE AUDTTOR.GENERAL ON NZOIA WATER SERVICES COMPANY
LIMITED FOR THE YEAR ENDED 30 JUNE, 2022



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 Nzoia Water Services Company Limited as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015, the Water Act, 2016 and the Public Finance Management
4ct,2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

The statement of financial position reflects comparative balances of Kshs.506,832,199
and Kshs.28,767,270 in respect of total assets and retained earnings respectively.
However, the balances are at variance with the corresponding balances of
Kshs.507,911,659 and Kshs.29,846,730 reflected in the audited financial statements for
the year ended 30 June, 2021 resulting to variances of Kshs.1,079,460 and
Kshs.1,079,460 respectively, which were not reconciled. Further, Note 6 and 16 in the
statement of profit and loss and other comprehensive income and the statement of
financial position reflect cost of sales and intangible assets balance of Kshs.148,377,080
and Kshs.1 ,777 ,214 respectively while Notes to the financial statements reflects balances
of Kshs.146,336,128 and Kshs.1 ,765,757 resulting to unreconciled variance of
Kshs.2,040,952 and Kshs.11,457 .

ln the circumstances, the accuracy and completeness of the respective balances could
not be confirmed.

2. Variances Between Amounts in the Financial Statements and Supporting
Schedules

The financial statements provided for review reflected variances between amounts in the
financial statements and those in supporting schedules as indicated below:

Component

Financial
Statements

balances
(Kshs.)

Schedules
balances

(Kshs.)
Variance

(Kshs.)
Cost of Sales Note 6 148,377,080 146,336,128 2,040,952
Trade and Other Receivables -
Chwele - Note 19(a)

20,614,735 20,599,478 15,257

Staff and Other Related Expenses
- Note 8(a)

144,520,230 143,528,743 991,487

Repairs and Maintenance - Note
8(d)

23,770,516 28,959,336 (5,187,820)

Specialized Services - Note 8(e) 11,482,749 10,664,749 818,000
Furniture - Note 15 7,895,929 1 ,560,129 6,335,800
Computer & Equipment - Note 15 15,872,093 3,181 ,908 12,690,185
Network (Water Pipeline &
lnfrastructure) - Note 15

78,377,013 17,134,766 61,242,247
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Component

Financial
Statements

balances
(Kshs.)

Schedules
balances

(Kshs.)
Variance

(Kshs.)
Water Meters - Note 15 40,843,647 26,069,123 14,774,524
Water Pump - Matisi TA/U - Note
15

6,604,600 5,806,346 798,254

Motor Cycles - Note 15 1,219,086 678,585 540,501
Mobile Phones - Note 15 713,505 323,905 389,600
CapitalWorks - Note 15 12,623,575 (12,623,575)
Other lncome - Note 7 34,332,949 34,332,949
Grant CLSG - Note 7 37,598,469 37,598,469
Depreciation - Note 15 20,633,191 9,025,716 11,607,475
Amortization - Note 16 142,607 476,991 (334,384)

!n the circumstances, the accuracy and completeness of the respective balances could
not be confirmed.

3. Long Outstanding Trade and Other Receivables

The statement of financial position and as disclosed in Note 19 to the financial statements
reflects a trade and other receivables balance of Kshs.376,922,075 which includes
balances of Kshs.1 ,365,849, Kshs.67,020, Kshs.1 ,045,560 and Kshs.4,507 ,226 relating
to deposits and pre-payments, unpaid share capital, customer water deposits and
unclaimed Value Added Tax (VAT) which have remained the same from the previous
year. No explanation was provided for the failure to recover the long outstanding
receivables.

ln the circumstances, the recoverability of the receivables balance totalling
Kshs.6,985,655 is doubtful.

4. Unaccounted for interest

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects an amount of Kshs.15,815,266 in respect to short{erm deposits. Review of the
fixed deposit placement certificate revealed that the amount had been deposited for a
fixed period of 11 months starting 30 July, 2021 to 30 June, 2022 and that the funds, upon
maturity were to be transferred to the Company's operations account together with
interest as at 30 June, 2022. However, review of the bank statements provided revealed
that the funds were wired to the operations account on 16 August, 2022 instead of
30 June, 2022 as provided for in the fixed deposit placement certificate. No explanation
was provided on why the funds were transferred thirty-six (36) days after the stipulated
date and how the accruing interest for those days was accounted for.

ln addition, the statement of cash flows reflects an amount of Kshs.6,746,359 in respect
of adjustments in fixed deposit. However, no explanation or documentary evidence was
provided on the nature and purpose of the adjustment.

ln the circumstances, the accuracy of the short-term deposit balance of Kshs.15,815,266
as at 30 June, 2022 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Nzoia Water Services Company Limited

Report of the Auditor-General on Nzoiq lMater Services Company Limitedfor the year ended 30 June, 2022
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Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Mafters

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

Prior Year Matters

ln the audit report of the previous year, several paragraphs were raised under the Report
on Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources. However, the Management has not resolved the issues nor given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates and The NationalTreasury's Circular.

Other lnformation

The Management is responsible for the other information, which comprises the
chairperson's report, report of the managing director, statement of performance against
predetermined objectives, corporate governance statement, Management discussion and
analysis, environmental and sustainability reporting, report of the directors and statement
of directors' responsibilities. The other information does not include the financial
statements and my auditor's report thereon.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on 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 laurfully and in an effective way.

Basis for Conclusion
1. Non-Revenue Water

During the year under review, the company produced 8,333,282 cubic meters of water,
out of which only 4,304,400 cubic meters were billed for Kshs.303,265,106 as indicated
in Note 5 to the financial statements. The balance of 4,028,882 cubic meters or
approximately 48.35% of the total production, which represents non-revenue water, was
not billed. This translates to 23.35o/o above lhe 25% loss allowed by Water Services
Regulatory Board. No explanation was provided on the disallowable loss of 23.35o/o,
equivalent to Kshs. 1,945,561 .
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Additionally, and as reported in the previous audit reports, all the Company's eight
production plants at Matisi, Kapolet, Nzoia, Nabuyole, Terem, Kapkateny, Chesikaki and
Kamutiong did not have abstraction meters implying that the amount of water drawn from
the rivers was based on estimates.

!n the circumstances, the residents of Bungoma and Trans Nzoia Counties did not obtain
value for money from the Company

2. Non-Compliance with Memorandum and Articles of Association

As reported in financial statements in Note 22, Management has indicated that the
Company has an authorized share capital of Kshs.150,100,000 divided into 7,505,000
shares of Kshs.2O each, out of which 2,005,000 shares have been fully paid up while
2,500,000 shares of Kshs.2O per value have been issued but not paid for. Further, review
of the Memorandum of Association revealed that the Company has an authorized share
capital of Kshs.100,000 divided into 5,000 shares of Kshs.2O.

No explanation was provided on the contradiction between the information in the financial
statements and the Memorandum of Association. Further, no evidence was provided to
confirm that the company made regular returns with the Registrar of Companies as
required by !aw.

ln the circumstances, the correct shareholding and ownership of the company could not
be confirmed.

3. Non-Remittance of Pension Scheme Contributions

The statement of profit and Ioss and other comprehensive income and as disclosed in
Note 8(a) to the financial statements reflects an amount of Kshs.222,453,610 in respeot
of administration costs which includes Kshs.144,520,230 relating to staff and other related
expenses out of which Kshs.12,246,462 relates to employees' benefits not remitted to
pension scheme. No explanation was provided for the failure to remit the amounts
deducted from staff salaries as required by the law.

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

4. Staff Ethnic Diversity

Examination of human resource records revealed that during the year under review, the
Company had a total of 273 employees. However, out of this number,211 employees (or
77Yo) were from the same ethnic community. This is contrary to Section 7(2) of the
National Cohesion and lntegration Act, 2008 which provides that no public establishmenrt
shall have more than one third of its staff from the same ethnic community.

!n the circumstances, Management was in breach of the law.

5. Staff Over Establishment
Examination of the human resource records revealed that the Company had more staff
in some cadres than what was provided for in its staff establishment as tabled below. Thi$
is contrary to Part 2.3(v)(b) of the Company's Human Resource Policy Manual.
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Designation Level Department
Optimal

No.
Current

No. Variance
Assistant ll/1, Commercial 5-6 Commercial 7 I 2

Assistant l/ll Customer
Care

5-6 Commercial 5 I 4

Assistant I l/! Accounting 5-6 Finance 1 4 3

Officer ll/l ICT 7-8 Commercial 0 1 1

Stores supervisor 5-6 HR & Administration 0 1 1

Officer ll/l 7-8 HR & Administration 1 2 1

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

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financia! statements are in compliance, in all material respects, with the authorities that
govern them. ! 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, I confirm that, nothing has come to my attention to cause me to
believe that internalcontrols, risk management and overallgovernance were not effective.

Basis for Conclusion
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 internalcontrol, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence ! have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015,1 report based on my 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;

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 and for
maintaining effective internal controls as Management determines is necessary to enable
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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 governance.

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

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are inr

compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal 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, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
Report of the Auditor-General on Nzoia Water Services Company Limited for the year ended 30 June, 2022
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might be material weaknesses under the !SSAIs. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assig ned 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 controls.

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

. Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. 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.

o 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 ! consider necessary in the circumstances.

I communicate with the 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.

Report of the Auditor-General on Nzoia ll/ater Services Company Limited for the year ended 30 June, 2022

I



requirements
I also Management with a statement that I have complied with relevant

regarding independence and to communicate with them all relationshi
and other m that may reasonably be thought to bear on my independence
where app le, related safeguards.

CPA

Nairobi

20 April,

Company
9

on year

AUDITOR-GENERAL



Nzoia Water Services Company Lirnited
Annual Reports and Financial Statements

For the year ertded Jwte 3C 2022

STATEMENT OF PROF'IT AND LOSS AND OTHER COMPREHENSTVE INCOME
FOR THE YNAR ENDED 3OTH JUNE,2022

2022 2021

Revenues
Sales
Cost of sales

Notes Kshs Kshs
5 359,t32,594

( I 48,3 77,080)
339,554,525

6 (122,143,264)

Gross profit
Other [ncome
Crant CLSG

210,755,514 217,411,261
7 34,332,949 35,109,535
7 31,598,469

Net revenue 284,727,884 252,520,796

Opcrating expcnseq
Administration costs 8 222,453,610 230,375,379

Administrative levies 9 r 8,832,783 25,805,752

Depreciation c I property, plant & equipment

Amortisation of Intangible Assets

l5 20,633,191 17,920,298

l6 t42,201 1,760,434

Total operating expenses 262,061,791 275,861,863

Opcrating
Finance Incon.e
Finance Costs

10 22,666,093
'139

23,405,457

(23,341,067)

ll 582,565

l2
lit/( loss (22,758,502)

r3 (7,530,93 l) (6,370,89s)
15,874,526 (29,129397)



Nzoia Water Scrviccs Company Limited
Annual Reports and Financial Statements

For the year ended June302022

STATEMENT OF'FINANCIAL POSITION AS AT 3OTH JUNE' 2022

Non-Current Assets

and ul ment

Thc financial rtatcmcnts werc approved by thc Board on 23'd March 2023 a rd signcd on its

behalf by:

.*:-
CPA Mathew M. Wakhungu
ICPAK MNO.I4533
Managing Director

CPA Ramadhan Kubende
ICPAdK MNO.I6885
llead of Finance

Dr.Joseph Munyasr

Chairperson of the Board

2

2022 2021

Notes Kshs Kshs

15 133,605,575 119,229,099

Intangible Assets l6 t,111 ,214 1,337,538

Total Non-Currenl Asicts
Current Assets

135,382,789 120,566,637

lnvcntorics l8 9,182,189 11,7L7,1,39

Trade and othor receivables
Shorrterm rts

l9 376,922,015 345,483,061

z0 I 5,815,266 15,81 5,266

Cash and bank balances 2l 6.232,301\ 13,250,096

Total assets

Equitv and li:rbilities

408,751,838
544,134,627

386,265,562

_ 506,832,199

ital and F'.eserves

share

Gcneral Reser res

22 90,100,000 90,100,000
250,468 250,468

Retained 13,075,307 28,767,270

Total Ca and Reserves
Current Liabilitic"
Trade and other bles

103,425,775 I l9,l 17,738

24 254,367,541 213,563,907

Retirement benefit obli s 25 45,444,404 33,253,647

Duc to Relatctl Partics 26(b) 140,896,907 140,896,907

440,708,852 387,7L4,461
544,134,627 506,832,199

aN

Total Current Assets

Ordinary

Total Current Liabilities
Total equity and liabitities



Nzoia Water Serviccs Company Lirnited
Annual and Financial Statements

For the year June 30 2022

ST
2022

Note:

**

OF CTTANGES IN EQUITY FOR THE YEAR ENDED 3OTH JUNE,

* Ksh ,000 lease fees owed to county govetxment of Trans-Nzoia and Bungoma

into share capital and shareholding distributed as Trans-Nzoia 5lo/o and

B na 49o/o

Ksh 50,000.00 frorn General Rcserve to sharc capital and distributed as

was

Nzoia county 5lo/o anC Bungoma rounty 49o/o

** relates to accumulated depreciation.

** The tained earnings represent amounts available lor distribution to the entity's
Undistributed retained earnings are utilized to finance the entity's

activities

Ksh

General
Reserves

Total

Ksh

0rdinary
Share

Capital
Ksh Ksh

Retained
Earnings

119,117,738,250,468Balance as at July 1,2020
250,468Balance as June 2021

250,468

119,117,738

90,100,000 28,767,270
15,874,52615,874,526

(31.566,489)(31,566,489)

J I 202t
ensive income

Balance as

Total
ustment

90,100,000 103,425,77513,075,307 250,468Balance as at June 30,2022

)

90,100,000 I

90.100.000 |

28,767,270
28,767,270

119.117.738



Nzoia Water Serviccs Company Limited
Annual Reports an- I;ina,icial Sta" ments

For the year ended lune30 2022

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OTH JUNE' 2022

Cash and cash equivalents at end

Operating Activities
Cash Gcneratc'l from (Used in) Opcrations
Protit/loss before tax

Depreciation

2022 2021

Notes Kshs

23,405,457

Kshs

(22,758,502)

15 20,633,191 17,920,298

i: Fixed t

Arnortizations

6,746,359
16 142,201 1,760,434

Operating profit/(loss) before working capital
c

Increase decrease in Inventories

50,927,214 (3,077,770\

t8 1,934,950 1,953,714

decrease in Trade and Other Receivables l9 (3 1,439,014) 35,802,747

Increase decrease in trade and other

Increase decrease in related CS

24 40,303,634 9,804,351

26(b) (25,805,752)

Increase decrease in retirement benefit obl 25 (12,190,7 57) (3,701,699)

Cash rated used i erations
Amorlization of
Net cash 1 enerated
activities

from/(used in) operating

Act;ivities

(891,187) 18,053,361

50,036. 027

6,812,018
21,787,609

Purchase of and

Shorl term fixed slt

15 ( I 8,884,920) (13,301,900)

20 (8,315,266)

Purchase of i ble assets l6 (s70,426) (2,016,796)

Grant CLSG
Net cash used in inves activities
Financin Activities
Net cash userl in rated from financi activities

lncrease in cash and cash uivalents

(37,s98,469)
(57,053,815) (23,633,962)

(7,017,788) (1.846,353)

Cash and cash uivalents at of 13,250,096 15,096,449

2l 6,232,308 13,250,096

4

Adiustment

(increase)/

vltsrPrr^vrre



Nzoia Water Scrvices Company Limited

Annual Repor s and Financial Statements

For the year ended Jme 30 2022

STATBMENT OF COMPARISON BUDGET AND ACTUAL AMOUNTS FOR THE

YEAR ENDED 30TH JUNE,2022

Revenue

Sale of Water

1\, of
utilization

Actual on
Comparable

basis

AdjustmentOrigihal
Budget

Final

2021122 202u222021122202U22

(2t.70%)

Performance
Difference

202U22

(65,806,672)

Kshs

303,265, I 06

KshsKshs

369,071,778 369,071,778

Kshs

369,071,778

Kshs

(3,436,800) ( 18.s0%)18,563,20022,000,00022,000,00022,000,000Meter Rent
(le.40%)(731,600)3,768,4004,500,000Disc/Reconnection fee
(48.20'%\(2,926,0'l l)9,000,000 6,073,929

4,500,000

,,000,000
4,500,000

9,0(r0,000New Connections( Water
(16.40%)(9,136,258)55,867,48865,003,74665,003,74665,003,746

t9.70%3 18,6591,618,6591,300,0001,300,0001,300,000
(0.04%)(850,000)590,0001,440,000 1,440,0001,440,000

Water Bowser

Exhauster Services
(t%)(5,931,239)3,718,7 6l9,650,000 9,650,0009,650,000Other income

393,465,543481,965,524 ,t)t,965,524 (88,499,981)SUB TOTAL
Other income

37,598,46937,598,469
32"1,126,098,450393,465,543519,563,993519,563,993481,965,524Total Revenue

Govt grant

Expenses

Cost of sales

Electricity/Dir. Labour
Chemicals

23.30%

Q.sa%)

30,718,946

84,722,271

7,170,304

(6,363,419)
'7,889,250

78,358,852

37,889,25017.88e..250

78,358,852
t -00"1,806,885115,441,217116,248,102116,243,102116,248,102suB( TorAL

Staff Costs
3.90%3,628,00792,230,93395,858,940 95,858,94095,858,940Basic pay

17.10%787,0901,012,9101.800,0001,800,000Wages
31.20%I 13,096,99524,836,043

1,800,000

)4,836l/J24,836,043
(9.80,%)1,800,000 l,995,6361,800,0001,800,000

House Allowance

Overtime allowance
98.10%537,753

( 195,636)

6,'/39,048

1,018,201 480,4481,018,2011,018,201
99%642,050482,4ss1,124,5051,124,5051,124,505

t6.60%442,1502,656,0113,098,221 3,098,2213,098,221

Hazard allowance

Transfer allowance

Airtime allowance
1n/
L /it2,282,499 2rt,50l12,500,00012,500,00012,500,000Commuter allowance

199,114 46.90%I,700,8862,500,0002,500,000E,xtrancous allowancc
9()o/o1,472,04331t0,397

2,500,000

1,852,440 1,852,4401,852,440
99%7,515,6627,080,26214,595,924 14,595,92414,595,924

Acting allowance

Terminal dues/
9g'.lu548,500 568,5001,117,0001,117,000l,l17,000

49.20'I,717,0093,483,1l75,200,7265,200,7265,200,726
NSSF

Lapfund
6s.90%1,578,1752,393,1523,971,327Laptrust

-5

3,971,327 3,971,327

Scwer & Sanitation

(22.50oh)481,965,524

78,358,852
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Training levy(NITA) 180,000 180,000 180,000 I 76,3 50 3,650 2.10%

Leave allowance 4,687,168 4,687,168 ,1,687,168 2,914,814 1,772,354 60.80%

suB(TorAL 176J4A,495 176,140,495 176,140,495 147,916,025 29,224,,470 19.1001,

Employee Related ExPt:nses

Travelling
Accommodation

tL 14,000,000 20,000,000 20,000,000 20.354,477 (354,477) (0.17"/o)

Staff Training, 3,350,000 5,000,000 5,000,000 3,81 5,164 1,184,836 99ol'

Sraff Uniforms PPE 2,500,000 2,000,000 2,000,000 722,986 1,277,014 , 9901,

Medical Cover & GPA 7,500,000 7,500,000 7,500,000 7,500,000 1000

StafT Wellare & Sports

Bonuses

2,336,000 3,000,000 3,000,000 2,536,252 463,748 0.r8%

800,000 800,000 800,000 800,000 100"/;

suB( T0TAL 30,486,000 38,300,000 38,300,000 27,428,879 10,871,121 39.60'/0

Board Expenses

Board sining allows 3,000,000 3,000,000 3,000,000 2.958,s20 41,480 0.14%

Board T 500 Itt5 142 I I 8 l.l0%

Secretarial Services 650,000 650,000 643,712 6,228 t.00%

Board travelling
Recruitment

4,000,000 4,000,000 4,000,000 ., t3t.t26 868,874 2.70'Yo

1,500,000 I,500,000 1,500,000 1,500,000 100%

Stakeholders
CSR(advertisement
&publicity)

&

(A.G.M)

2,000,000 2,000,000 2,000,000 436,980

688,676

I s63 020 99.2001,

1,500,000 800,000 800,000 | | 1,324 t6.20%

suB( TOTAL 15,150,000 14,450,000 14,450,000 9,044,216 5,405,784 59.77%t

Office &Administrative exPenses

Office maintetlance 1,500,000 I 500,000 1,500,000

1,000,000

1,424,798 75,202 5.30%

Offlcc Elcctricity
Postage services

Communication
Services(Airtime

Communication
Services([ntemet services

1,000,000 1,000,000 181,539 818,461

698,916

99.00%

1,516,826 I ,5 16,826 1,5 16,826 817,910

224.047

r.802,891

85.50%

s00,000 500,000 500,000 275,953 99.00%

1,800,000 1,800,000 1,800,000 (2,89r ) (0.20%)

Printing, stationery 4,50C,000 4,500,000 4,500,000 3,114,215 1,325,785 41.80"/o

Advertising and publicitY

Newspapers &
periodicals(advertisemen t

ublicity)
tlospitality supplies

3,375,000 3,375,000 3,375,000 I,1 03,1 54

5,1 00

1,503,290

2,271,846 99.00%,

112,000 I12,000 I12,000 106,900 99.l0ol'

7,155,045 7,155,045

202,000

7,155,045 (348,245) (4.60%)

Fucl cost gcncrator

Bank charges and interes,

Security services

lnsurance costs

202,000 202,000 17 550

2, 193,390

r2,38s,935

1,226,641

164,450

(63,s22

99.2001,

2,129,868 2,129,868 2,129,868 (2.90%

16,000,00c 16,000,000 16,000,000 3,614,065

1,750,000 1,750,000 1,750,000 523.359 42.100/,

29.200h

6
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650,000



41,540,739

10,100,000

41,540,739

15,000,000

41,540,739

15,000,000

32,080,460

2,101,5 l0 12,898,490

29.49'/"

99.0001'

Sewer line rePair 1,700,000

16,921,400

1,700,000

9,000,000

1,700,000 1,280,655 419,345 32.70%

9,000,000 10,291,500 (1,291,500) (12.60%)
Plant and

repair

treatment

Computer maintenance

Moto. Vchicle rePair

500,000

4,630,000

600,000

4,630,000

600,000

4,630,000

612,901

3,688,47 |

(r2,907)

941,529',

1,278,047

(2.10%)

25.50%

22.10%
7,000,000 7,000,000 5,72r,953

Fuel and Lubricants 7,000,000
1,326,480 99.50%

hire 1,400,000 1,400,000 1,400,000 73,520
Tool & equiPment

9,000,000 0 8,000,000 99.00%
Water Meters 8,000,000 9,000,000

23,559,484 99.lloh
50,251,400 47,330,000 47J30,000 23,770,5 I6

SUB( TOTAL External services/SPec ialized services

818 000 000 0.20o/n

WASPA
Auditors Remuneratton

Meter audit

650,000

1,500,000

650,000

700,000

650,000

700,000 648,920

s23,297

650,000

51,080

76,703

100'%

'7.8001'

14.7 0ol'

Su tions staff

Busine ss

Permits(NEMA)

Legal ExPenscs

300,000
500,000

5,000,000

600,000
500,000

6,500,000

600,000
500,000

6,500,000

420,000

6,437,999

80,000

62,001

19. l0%

1.00%

99j0%
6,000,000 6.000,000 6,000,000 2,134,373 3,865,627

ConsultancY
1,000,000 444,160 555,840 10001,

Non Revcnue water exp 1,000,000 1,000,000

1,000,000 1,000,000 56,000 944,000 99.tjyo
ISO,qMS&K"bs 1,499,971

6,287,251 54.750h
16,949,971 17,770,000 17,770,000 11,482,749

SUB TOTAL f,evies and Administrative fees

15,145,000 15,371,348 (226 J47) ( 50%)

WASREB 16,300,000 15,145,000
9,538,565 99.60'*1,

13,000,000 13,000,000 13,000,000 3,461,435
WARA

1,000,000 1,000,000 100'%

L\TNWWDA 1,000,000
212I8 54.761',1,

29,300,000 29,145,000 29,145,000 18,83 2,783 I0'3 I
SUB TOTAL
Total exPenditure 476,066,107 480,924,336 480,924,336 385,996,845 94,,921,492 22.00"h

Surplus for the period 5,898,817 38,639,657 38,639,657 7,468,6911 3l,170,958 24'h

Nzoia Water Scrvices Con-rpany Limitcd

Annual Reports and Financial Statetrlents

For the Year er ded June 30 2022

9,460,279

Variances (1070 over/under) between actual and final budgeted amounts a e explained on

page 33

1

SUB TOTAL 0perations and Maintenance

and fittings

I



Nzoia Watcr Scrvices Company Limited
Annual Repor s and Financial Statements

For the year ended June 30 2022

NOTES TO THE FINANCIAL SIATEMEN-S FOR THE YEAR ENDED 3OTH JUNE,
2022

l. General information

Nzoia Water iervices Company Limitcd is cstablishcd by and dcrives its authority and

accountability from Water Act 2016. Thc company is wholly owned by the county
govemments of Trans Nzoia and Bungoma and is domicilcd in Kenya. The principal
activity of Nzoia 'Jy'ate l is to pr. .,idc adcquate water and sanitation scrviccs cfficicntly,
economically and in a sustainable manner to all consumers in areas under its jurisdiction.

2. Statement of compliance and basis of preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re valued amoun:s of certair items of property, plant and equipment,
marketable sccurities and financial instrumer.ts at fair value, impaired assets at their
estimated rec(,verable amounts and actuarially determincd liabilitics at thc, prcscnt value.
The preparatic,n of financial statements in conformity with International Financial Reporting
Standards (IFRS) allows the use of estimatcs and assumptions. It also requircs management
to exercise juc gment in the process of applying the company's accounting policics. The areas
involving a higher degree ofjudgment or complexity, or where assumptions and estimates are

Significant to the financial statements, are disclosed in note 3 and 4 on intemational financial
reporting standards
The financial staternents have been prepared and presented in Kenya Shillings, which is the
lurrctional and reporting currency of the company.
The financial statements have been prepared in accordance with the PFM Act 2012, the
Water Act 2016, and International Financial Reporting Standards (IFRS). The accountirrg
policies adopted have been consistently applied to all the years presented.

3. Application of New and Revised Inter. '.rtional Financial Reporting Standards
(It'RS)

l. Ne +t and amended standards and intcrpretations in issue effective in the year
entted 30 June 2022

T'he ameatlments, applicable to annual periods
beginning on or aftcr I January 2022, prohibit a

company from deducting frorn thc cost of property,
plant and equipment amounts received from selling
items produced while the company is preparing an

asset for its intended use. lnstead, a company will
recognise such sales proceeds anrt related cost in profit
cr loss
I he amendments clarily that lor thc purposc of
assessing whether a contract is onerous, the cost of
firlfilling the contract includes both the incremcntal
c:sts of fulfilling that contract and an allocation of

Thc amcndments arc
cffcctivc for annual pcriods
bcginning on or aftcr
January l, 2022. Early
application is pennitted.

The amendrnents are

effective lor annual periods
beginning on or after
January l, 2022. Early

4ppl ication is pgryr1ltedtly to fulfil

IJ

Amendments to
IAS 16 titled
Propcrty, Plant and
Equiprnent:
Proceeds before
Intended Use
(issued in May
2020)
Amcndmcnts to
IAS 31 titled
Onerous Contracts
( Cost of Fulfilling
a Contract issued other costs that relate direc !qs contracts.



Nzoia Watcr Scrvices Company Limitcd
Annual Reports and Financia[ Statements

For the year et rded June 30 2022

in May 2020)

The amendments are

effective for annual periods
beginning on or after
January l, 2022. Early
applic tion is pennitted.

Amendment to
IFRS I titled
Subsidiary as a

First time Adopter

The amendments are

effective for annual periods
beginning on or after
January l, 2022. Early
application is permitted

Amendment to
IFRS 9 titled Fees

in the '10 per cent'
Test for
Derecognition of
Financial
Liabilities

They are effective for contracts for which arr entity has

not yet fulfilled all its obligations on or after I January
2022.
't he amendment, applicable to annual periods

beginning on or after I January 2022, provides a

subsidiary that becomes a first time adopter later than

its parent with an exempti.'r relating to the

n'easurement of its assets and liabilities. The

1'he amendment, applicable to annual periods

Leginning on or after I January 2022, to IFRS 9

clarifies the fees that a company includes when
assessing whether the terms of a new or modified
financial liability are substantially different from the

terms of'the original iinancial liability.

of LIion does not to

ii. New and umended standards and interpretations in issue but not yet effective
in the year ended 30 June 2022.

Thc amendmcnts arc
effectivc for annual periods
bcginning on or aftcr
January l, 2023. Earlier
application is pennitted.

I4S I "Presentation of Financial Statcrncnts" scts out
thc ovcrall requirements for financial statcments,

i rcluding how they should be structured, thc minimum
requirements for their content and overriding concepts

such as going concern, the accrual basis of accounting
and the c,rrrent/nor ':urrent distinction. l'he standard

requires a complete set of financial statements to

comprise a statement of financial position, a statement

cf profit or loss and other comprehcnsive income, a

scatemcnt of changcs in cquity and a statemcnt of cash

flows.

IAS I

Prcsentation
Financial
Statements

ol'

The amendments are

effecti',e for annual periods
beginrng on or after
January t, 2023. Earlier
application is permitted.

The amendments, clarify a criterion in IAS I tbr
classifying a liability as non cur,.)nt: the requirentent
f ,r an entity to have the right to defer settlement of the

liability for at least 12 months after the reporting
period.

Amendments to

IAS I titled
Classification of
Liabilities as

Current or Non
current (issued in
January 2020)

The anrendments al-e

elfective lor annual periods
beginning on or afier
January l,2023. Earlier
application is pcnlittcd.

The amendments, applicable to annual periods

beginning on or aft"" lst January 2023, require entities
to disclose their material accounting policy inlomration
rather than their signihcant accounting policies

Amendments to
IAS I titled
Disclosure of
Accounting
Policics (issued in
Fcbmary 2021)

I'he amendments areIAS 12 - lncome calledI.A,S 12, "lncome Taxes" implements a so

9
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effecti ,e for annual
report ,rg periods beginrting
on or after January 1,2023.
Early adoption is permitted.

Taxes

Thc amcndmcnts arc

effectivc for annual

reporling pcriods bcginning
on or'ftcr January 1,2023.
Early, doption is permitted.

sheet method' of accounting

recognizes both the current tax

consequences of transactions and events and the future

tax consequences of the future recovery or settlement

cf the cimying amount of an entity's assets and

liabilities. Diffcrenccs between the carrying amount

and tax base of assets and liabilities, and carried

forwa.d tax losses .nd credits, are recognized' with

limited exceptions, as defen'ed tax liabilities or

deferred tax assets, with the latter also being subject to

The amcndments, aPPlicable to

beginning on or after lst January 2023, introducc a

definition of 'accounting estimater' and include other

a:ncndments to IAS 8 to hclp entities distinguish

crlanges in accounting poticies from changes in

'tomprehensive balance

f.rr income taxes which

bable ts'test.
annuaI pcriods

a

estimates

IAS 8 Accounting
Policies, Errors
and Estimates

Nzoia Watcr Scrviccs Comparty Limitcd

Annual Repofl.s and Financial Statements

For the year errded June 30 2022

The Directors do not plan to appty any of the above untit they become effective' Based on

their assessment of th'e potenriil impact of apptication of the above, they do not expact that

there will be a significant impact on the company's.financial statements'

iii. Early adoPtion of standards
The entity did noi early - adopt any new or amended standards in year 202112022'

2. Summary of Significant accounting policies:

The significant accounting policies adopted in the preparation of these F'inancial Statements

are set below.
a) Revenue Recognition

Revenue is recognizei to the extent that it is p, ;bable that futurc economic benefits will flow to

the company .rn6 the revenue can be reliably measured. Revenue is recogni ed at the fair value

of consitleration received or expected to be received in the ordinary coursu of the company's

activiries, net of value added tar(VAT), where applicable, and when specific criteria have been

met for each tf the company's activities as described below'

i) Revenue from the sale o[ goods and services thcy are rccognizcd in thc ycar in

which thc company dclivcrs proclucts to thc customcr, thc customcr has acceptcd

the prortu;ts and coli rtability of thc rclatcd rcccivablcs is rcasonably assurcd.

Nzoia watcr rccognizcs rcvcnuc from sale of watcr and sewcragc scrviccs upou

reading thc consumer metcrs and billing of customcr'

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

actually receives such grants. Recurrent grants are recognized in the statement of
comprehensive incotne. Development/capital grants are recognized in the

statement of filancial position and realised in the statement of comprehensive

income over the useful Lit-e of the as: :ls that has been acquired using such funds.

iii) Finanr e income compriscs intcrcst rcccivablc lrom bank dcposits anc is rccognizcd

in profit or loss on a timc proportion basis using the cffcctivc intercst ratc method.

iv) Dividend income is rccognized in thc income statcmcnt in thc ycar in which thc right

to ieceive the payrnent is established'

10
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Nzoia Watcr S:rviccs Company Limited

Annual Reports and Financial Statements

For the year etrded Jute 30 2022

Notes to the Frnancial Statements (continued)

Summary of Significant Accout'ting Policies

v) Rental Income is recogniscdln the income statement as it accrues using the effective

interest implicit in lease agreements'

vi) Other income is recognizcd as it accmcs

b) In(kind contributions

In (kind contributions are donations that are 'ede to the comprny in the form of actual 'goods

and/or servicts rather than in money or cash terms. These donations ma,' include vehicles,

equipment or personnel services. where the financial value received for in.kind contributions

can be retiably determined, the company includes such value in the statement of comprehensive

income both as revenue and as an expense in equal and opposite amounts; otherwise' the

contribution ts not recorded.

c) PropertY, Plant and equinment
e.ll categorie, oipiop.rry, plani arrd equipment are initially recorded at cost less accumulated

depreciation and impairment losses.

Certain categories of property, irlant and equipment are subsequently carried at re(valued

amounts, beln3 their fair uatue at the date oi re(valuation less a.y subsequent accumulated

depreciation and impairment losses. where re(measurement at revaltted amounts is desired,

all items in an asset category are re(valued through periodic valuations carried out by

independent external valuers.

Increases in rhe carrying amounts of assets arising from revaluation are c edited to other

comprehensive income. 5""."ur", that offset previous increases in the carryir g amount of the

.u*" u.a"t are charged against the revaluation reserve account; all other decreases are

charged to Prcfit or loss in the income statement

Gains and losses on disposal of items of property, plant and equipment are determined by

comparing the proceeds from the disposal with the net carrying amount of the items' and are

recognizcd in profi" ot liss in thc . :come statement'

d)Depreciationandimpairmentofproperty,plantandequipmentlAS.l6
Freehold land ancl capital work in ptogri., are not depreciated. Capital work in progress

relates mainly to the costs of ongoing bui incomplete works on buildings and other civil

Works and installation
Depreciation on property, plant and equipment is recogn

straight line bqsis to write down the cost of ea. t asset or
ized in the income statement on a

the revalued amount to its residual

value over its stimated useful life. The annual rates tn use are

lntangiblc asscts

fittings 4

2s%

2s%

12.5%

12.504

33j%
Motor vehicles. includinl motor cyc les

4

4

JComputers and related equipment

Buildings and civil works 25

25

Plant and machinerY

lnfras ructure works

2501,

Olficc cquiprncnt, furniturc and

11

12.504

Years t,
Item



Nzoia Watcr Scrviccs Company i :mited

Annual Reports and Financial Statements

For the year ended June 30 2022

Notes to the lrinancial Statements continued)

Summary of Significant Accounting Policies

A full year's depreciation charge is recognized both in the year of asset purchase and in the

year of asset disposal. ltems of property, pL 't and equipmenl are reviewed annually for

impairment. V'here the carrying amount of an asset is assessed as greater th n it's estimated

recoverable amount, an impairmcnt loss is recognizcd so that thc asset is writtcn down

immediatcly to its cstimatcd recoverable amount.

e) lntangible assets

Intangible asseis with finite useful lives that are acquired separately are carried at cost leis

accumulated amortization and ac^umulated irnpairment losses. Amortization is recognized on

a straightline basrs over their estimated useful lives The estimated uselill life and

amortization method are reviewed at the end of each reporting period, with the eff'ect of any

changes in estimate being accounted for on a prospective basis. Intangible assets with

indefinite useiul lives that are acquired separately are carried at cost less accumulated

impainnent losses.

f) Amortization and impairr.rent of infrrgible assets

Amortisation is calculated on the straightline basis over the estimated us:ful life of the

intangible ass;t. All intangible assets are reviewed annually fbr impairn :nt. Where the

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

amount, an impairment loss is recognised so that the asset is written down immediately to its
estimated reco verable amount.

g) Inventories
Inventories are sta.erj at the lou r of cost and net realizable value. Costs comprise direct

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

incurrcd in bringing thc invcntorics to thcir prcscnt location and condition. Cost is calculatcd

using the weighted avcrage cost mcthod. Nct realizable valuc rcprcscnts the cstimatcd sclling
price less all estimated costs oIcompletion and costs to be incurred in marketing, selling and

distribution. Stock valuation is determined by First in First out FIFO).

h) Trade and other receivables
Tradc and cther rcccivablcs arc rccognizcd at fair valucs lcss allowa ccs flor any

uncollcctible amounts. Thesc arc assesscd for impairmcnt on a continui.rg basis. An

estimatc is made of doubtful rcccivables based on a rcvicw of all outstanding amounts at

the year end. Bad debts are written off after all efforts at recovery have been exhausted.

i) Taxation
Current income tax
Current income tax assers and Iia.,ilities for the current period are measured at the amount

expected to be recovered fronr or paid to the taxation authorities. The tax rates and tax laws

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

reporting datc in the arca whcrc thc company opcrates and gcneratcs taxable incotnc. Currcrtt

incomc tax rclating to itcms rccognized dircctly in nct assets is rccognized in nct assct and

not in thc statement of financial pcrformancc.

Management oeriodically evaluates positions taken in the tax returns rith respect ttr

situations in rvhich applicable tax regulations are subiect to interpretation and establishes

provisions wh,)re apProPriate.

12



Nzoia Watcr Scrvices Company Lirritcd
Annual Repors and Financial Statements

For the year errded lune 30 2022

Notes to the Financial Statements continued)

Summary of i.lignificant Accounting Policies

Deferred tax
Oeferred tax is provided using the liability method on temporary differences between the tax

bases of assets and hat.ii,ties anc lheir carrying amounts for financial reporting purposes at

the reporting date.

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 date. Deferred tax relating'to

items recognized outside surplus or deficit is rocognized outside surplus or deficit. Deferred

tax items are -ecognized in correlation to the underlying transaction in net "ssets. Deferred

tax assets and Ceferred tax liabilities are offset if a legally enforceable right :xists to set off
current tax as;;ets against current incomc tax liabilities and thc defcrred taxes relate to thc

same taxable entity and the same taxation authority.

j) Cash and cash equivalents. IAS 7

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

call and highly liqrrid investment.. .vith an original maturity of three months or less, which are

readily convertible to known amouuts of cash and are subject to insignificant risk of changes

in value. Bank account balances includc amounts hcld at various commercial banks and M

PESA at thc cnd of the financial ycar. For the purposcs of these financial statcments, cash and

cash equivalcr.ts also include short tenn cash imprcst and advanccs to authorized staff hcld as

petty cash at regional offices.

k) Borrowings
Interest bearin; loins and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured ai amortized cost

using the effer:tive interest rate method. Amortized cost is calculated by taking into account

uny irru" co:t and any discount or premium on settlement. Finance charges, including

prcmiurns payable of settlcment or redemption arc accounted for on accntal basis and arc

uaa"a to the carrying amount of the instrumcnt to thc cxtcnt that they are not settled in thc

period in which thcy arisc. Loan intcrcst accruing during thc construction of a projcct is

capitalized as part ofthe cost ofthu project.

l) Trade and Other PaYables

Trade and othr:r palables are non interest bearing and are carried at arnortized cost, which is

rneasured at the fair value of contractual value of the consideration to be paid in funrre in

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

payments made to the suPPliers

m) Retirernent Benefits Obligations
Thc company staffs were deployed from municipal councils of Kitalc, Webuye and Kimilili,
Ministry of Watcr and [rrigation and National Watcr Conscrvation and Pipclinc Corporation

(NWCPC). TI,e company also contributes to the statutory National Social Security Fund

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

Act.



Nzoia Watcr Serviccs Company Limitcd
Annual Reports and Financial Stt'':ments

For the year ended June302022

Notes to the Financial Statements (continued)

n) Provision for staff leave PaY

Empioyees' entitlements to annual leave are recognized as they accn'le at the employees' A

p.ori.ion is made for the estitnated liability for annual leave at the reporting date'

o) Budge Information.
Thc original budgct for FY 2021-2022 was approvcd by thc Board of Directrrs on 26'r' Junc

2021. Thc co:npany's budget is preparcd on a diffcrcnt basis to thc actual incomc and

expenditurc d sclosed in the financial statements. The financial statcments are prcparcd on

accrual basis using a classification based on the nature of expenses in the statement 'of

financial performance, whereas the budget is prepared on a cash basis.

The amounts in the financial staternents 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 of budge[ and actual amounts, prepared on a comparable basis to the approved

bud[et, is therr presented in the statement of comparison of budget and actual amounts' [n

addition to the Basis difference, adjustmcnts to amounts in thc financial statcments arc also

madc for diflercnces in the formats and classification schemes adoptcd for thc prcsentation of

the financiat statcments and approved budget. ' I;tatement to reccncilc thc actual amounts on

a comparable ;rasis included in the statem"nt of 
"o*parison 

of budget and act al amounts and

the aciuals as per the statement of financial performance has been presentec on page 5 8 of

these financial statements.

p) ComPrrrative figures
Wneie n.."..ru.y the co-mparative figures for the previous financial year have been amended

or recontigured io co'fbrm to the required changes in presentation.

q) Subsequent events

There have b:en no events subsequent to the financial year end with a signihcant impact on the

financial statements for the year ended lune 30,2022'

l4



202120225
KshsKshs

Sales

291,552,789303,265, I 06Water
52,331,91355,867,488
(4,336,177)

339,554,525359,132,594

Nzoia Watcr Services Company Lirnitcd
Annual Reports and Financial Statements

For the yeat er ded June 302022

Notes to the Financial Statements

o Water charges refer to total bills rendered on a monthly cycle based on customqr

meters read. The performance was below expectations due to road grading, failure of
pumps and rampant illegal consumption.

. Sewer charges are pegged at7SYo of a t 'siomer's monthlT water bill.

. Debit/rredit adjustments are posted to correct customer undercharg or overcharge

rcspectively.

Cost oI Sales

Benefits ote )
I

o Water treatment chemicals are adjusted for opening and closing stocks.

o Electricity costs refer to cost of power consumed in production and distribution of
water . nd sewerage serviccs

r Direct labor is the cost incurred in payment of salaries and allowances to stalf that are

directly involved in production and distribution of water and sewerage services

. Employee henefits compi'"e of National Social Security Fund, Laptrust and Lapfund

pension schemes.

Other Ittcome

6 2022 2021
KshsWater'Ireatment Chcmicals Kshs

o Stock of Chemicals

Purchasc ot Chemicals

1,090,713 1,974,244

19,993,13530,718,946

Clos Stock of Chernicals (1,020,476) ( 1,090,713)

Electri Cost

30,789,183 20,876,666
16,250,10384,722,271

Direct Labor 29,565,505 23,662,331
1,354,1641,259,169

146,336,128

7 2022 2021
Kshs Kshs

New Connection Fee

Meter R'nt Charge
Mcter R. p lacement Charge

73,929 -5 883, r 73

19,068,900I 63
213,750

76 4,494 150
866.423

Dis/Reconnection
Water Bowser
Exhaustlr Services

Othcr

590,000 342,000
4,240,s393,718,761

GTANIS CLSG 37,598,469

71,931,418 35,[09,535

15

Credit Adlustmerrt

Charse
I ,618,659



Nzoia Watcr Scrviccs Company Limitcd

Annual Reports and Financial Statements

For the year ended lune 
-zD 2022

Notes to the Financial Statements (continued)

. New Connection Fee is application charge levied on a custolner seeking to secrtre

Watcr and clr scwcragc services'

. Meter Rent charge is included in the monthly water bill and it is meant for

maintenance arrd replacement of consumcr metcrs. Thc chargc varics depcnding

on thc meter size.

. Me .er Replacement charge is levied on a customer who tempers v' th the meter

making it to mallunction'
. Dis/Reconnection Charge is levied to customers whose accounts have been

dis :onncctcd duc to non - payment of water bill'
o Water bowser comprises of water sales delivered to customers using company

water tanker outside the company area of operation'

. Exhaus.er Se:vices is r charge levied to customers that use the company sewer

line to dump waste from their septic tanks'

. Othcr lncomc refers to any othcr fee levied to customcrs such as statcmcnt

printing .trurg., charges on bouncerJ cheques, Illegal Penalty, Meter Testing

Charge etc
. Thc Grant of Ksh 37.6 was received from WSTF as a conditional liquidity to

carrtion the inst Covid l9 Pandemic

Admini.'tration Costs 2021
Ksh

(.)

230,375,379

Staff and Other related nses

I

a Staff Costs relates to salarics and allowanccs to pcrmancnt staff, wagcs to tcmporary

stali leavc allowancc
Training lcvy arc lcvies paid to NITA.

Emplo ,"ee benerrts comprise of National Social Security Fund, Lz rtrust, ['apfund

p.nlrion scheme and Graiuity paid to staff oncontract. Calculated in nt te 8(ii))

a

a

2021
tt

Kshs
155,144,585

10,139,8639,044,216
36,449.45s32,080,460

Staff and Other related Ex CS ote 8 a

ote 8Office Ceneral Ex
Board

23,770,516 __2_1,611,99t
7.266,71711,482,749
(238,249)1,555,439

d& Maintcnance ote

S ecialized Seryices
Nbts 8ote'oubtfu tofF a 9.GB[)rov

e

222,453,610

Staff Costs ote 8

:e Benefits

Sta[f recruitment
Staff Trrining Expenses

Traini levy NITA
Travelli and accommodation

Protectivc Gcars/unifonns
Bonuscs
w
Staff Welfare & S

2022 2021
Kshs

103 55

I

3 l5 164
176,350

tt2,666,641
17,012,042

1,499,159
3 005,538

l0 450

I
"71 I20,354,477

722,986 949,650
739,000
842,564[,012,910

2,536,252 1,649,900

1

t6

I

I

Kshs
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Notes to the Financial Statements (continued)

. Staff r.:cruitment relates advertisement, shortlisting and panelist allowances for the

position of Managing Dircctor'

. Staff tr.aining .or,, ir" incurred in order to equip staff the relevant skills that will

enablc them perforrn their duties diligcntly'

o Travelling and accommo4ation is incurred to cater for staff travels both within the

cluster and outside the comPanY

o Protective gear is the cost incurred on gloves, staff overalls and safety boots'

o Bonuses relates to end year rewards to staffs

. staff rvelfare and sports is the cost incurred on staff funerals' gift vouchers to

a

ln staff and WASCO

Sitting allowance and Honorarium
Board when theY attend meeting'

meettn

Office General nses

allowance paid to members of the

s monthly allowance Paid to the

t3 21,218

refers to sitting
Honorarium i

a

a

a

Chairman of the board'

Board training is cost incurred to train board of directors about governance issues in

the water sector.

Board travelling & entertainment is a cost incurred to facilitate Board membcrs

travels
compa,..ry secretarial services are cost incurred by extemal personne seconded from

LVN\I'WDA to provide professional advice on legal issues to the company'

Annuai General Meeting is cost for facilitating holding of the company shareholders
a

2022nses
Kshs

Si ilowance & Honorarium

Secretarial Services 64 772

Board l'ravel & Entertainment 131 126

Board t 1 l8 142

Marketin 43 980Stakeholders and

Annual General M 676

16

2021
Kshs

2,985,294
524,205

., I I,064
2,111,100

647,600
I t39 63

8 c
2022 2021

Office maint:nance
Office Electrici and water

and Courier Services

Commt nication Services and SuPP lies(lntemet

and Airtime
and P

Advertl and Pub I lcl anC New

TL lies and Services

Bank C, and Commissions

Insuran,:e Costs

Fuel cost generator

Bus iners Permits & Penalties

Kshs Kshs

t,424J98 3t4.181
18 I ,539 788,076

817,910 I 9 89

2,351,14t2,026,938

3,174,215 4,616,478

I,108,254 I 94.040

7,503,290 7,678,033
2,34 l,'720
1,504,973

2,193,390
1,226,641

37,550

Security Services 12,385,935
3 qa7

1l

Board

189,000



Nzoia Watcr Scrvices Company Lirnitcd
Annual Reports and Financial Staternents

For the year ended June302022

Notes to the Financial Statements (continued)
. Office and maintenance expenses include expenditure on repairs of offices and

cleanirg of thc company compound
o Office Electricity refers to expenses incurred on electricity charge consumed in the

officcs
o Postage and courier service.; refer to p\oenses incurred in delivery of parcels and

sendin,l bill rnessage alerts to customers.
. Commrrnication services and supplies refer to expenses incurred in he purchase of

bundles and internet services
o Printing, stationery and photocopy refer to expenses incurred in the purchase of

printin3 papers, pre printed bills, general stationery, tonners and cartridges
o Advertising and publicity promotion refer to expenses incurred in the purchase of

newspapers, periodicals, joumals, adveftisement and public sensitization.
. Hospitality suppli;s and s- vices include expcnses incurred in the provision of tca to

staff, meals meetr and conferences and donations

o Pipeline & sewer repairs and maintenance include expenditure on repairs and
extension of water pipefine aud sewer and is adjusted for opening and closing
technic al stock

o Plant and Treatment works repairs include expenditure incurred for dislodging
desilting replacement of filter media in the treatment plants

o Motor Vehicle & Cycle Repairs refers | , r:Xp€rSe incurred in vehicle maintenance and
motor ':ycle

. Tools refers to sewer rods, jembes, slashers, spades used in operation

. Fuel, lubricants for Motor Services Supplies refers to cost incurred for srnooth
runnin.3 of vehicles and cycles

50

8(d) Repair and Maintenanc? 2022 2021

Kshs Kshs

Pipeline & sewer repairs and maintenance 2,101,510 r,051,788

1,353,214

4,760,s77

10,291,500

3,688,47'

5,721,95- 6,062,255

1,280,655 1,207 ,787

Plant and Treatment works r:pairs

Motor Vehicle & Cycle Repairs

Fuel, lubricanlq fol Motor Services Supplies

Sewer line repair
-fool 

a,rd equipmcnt hirc 73,520 1,152,609

Cornputer and Equipment repairs 612,907 z4,t t8

23,770,516 2 I ,6 l3,00ll

8(e) Specializcd Services 2022 2021

Subscripti<,rrs fqi {q ano ,VASPA
Meter Audit

Kshs Kshs
1,341,297 559,820

648,920 1,429,150
Lcgal Fccs 6,437,999 t,631,602
NEMl
Consullanc Serviccs
Non-Revenue water

420,000
-)2,134,373

444,160
56,000

11,482,749
MS

irl

7,266,717



Nzoia Watcr Scrvices Company Lirnited

Annual Reports and Financial Statements

For the year ended June302022

Notes to the F'nancial Statements (continued)

. Consultancy services expense include cost of starnp duty paid to Ke.rya Revenue to

incrcase the nominal capital of the company, consultancy on renewablc cncrgy and

strateg'c and business plan of the company.

o Subscrrption experrses relates to annual subscription to WASPA and professional

bodies to staffs
r Meter audit expense rcrltes to meter cetlsus for the company wide metered

connections
. Legal fees relates to fee note in relation to pending court cases against the company..

r QMS are expenses incurred for external water quality test and effluent tests.

The cc mpany computes a general provision of 5oh of outstanding receivable at thc

closc of the financial year. Provision for bad and doubtful dcbts incrcscad by Ksh

| ,555,439 from Kshs. 17 ,7 60,1 86 in 2020 to Kshs I 9,3 15 ,625 in 2022

a

Staff Costs

Total Staff Cost

E vee Benefits

of Staff Cost to Cost of SalesA

national social securit scheme

8(f) Provision for Bad and Doubtful Debts 2022 2021

Gross receivables
P.-^n n for bad and doubtful dcbts

Kshs Kshs

386,312,495
(19,315,625 _

366,996,87v

355,203,722
( 1 7,760,1 86)
337 6

8 (i) 2022 2021
Kshs Kshs

Salaries and allowances of t staff
w of

133,088,701130,306,320
1,012,910 842,s64

Leave allowances 2,974,814 3.240,27 |

108.450sraff IT

Apport ioned as

n6,350
134,4 I0,394 137,279,986

Admini:ttration costs

Basic
Allowa rces

Leave allowances

11,451,03370,308,280
30,979922 32,512,612

2,696,9362,367,427

To Administrative Cost 103,655,629 112,666,641

2022 2021
KshsCo.st Snles Kshs

Basic 2t 92 3

Allowances
Leave allowances 547 387

To Cost of Sales 29,

w I 0l lr
Staff let A I 5

t6.t48,928
6,970,0613

543,335
23,662,331

842,s64
10tt,450

137 986

8(ii)
548,500 s33 700

5,876,869 1,148,847Other ion contributions

19

7.095,465
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a

a

Gratui

Total \umber of E

2021

Admirristratrve Levies to WaSREB
Adrninistrative Levies to WARMA

Administrative levies to Water Services Regulatory Board (WASREB) are calculated
at thc ratc of 4o/o of the total rcvcnuc billed.
Administrative levies to Water Resour-: Authority (WRA) is billed quarterly at the

rate ol 50 cents per meter cubed (M3) ol water abstracted from ' te river by the

company

Operati,rg Profit/ (t,oss)

The operating profit/(loss) is arrived at afte r
credit

Staffand oth-r relaied ex :-'eS

Board
Office S

7,080,262 3,985,907

Medicalexpenses 6,697,752
13.505,631 18,366,206

Appor: ioned as

Adnrinistrative Cost
NSSF
Lap fund
Lap tn st

Medical expenses

425,500 425,500
2,841,783
1,898,91-

7.080.262

3,629,3t0
2,273,573
6,697,752

Gratuity 3,985,907

To Administrative Costs 12,246,462 17,012,042

Apportioned as

Cost of Sales
NSSF 123,000 r08,200
Lap fund 641,934 735,890

Lap tmst 494,235 5t0,074
To Co;t of Sales 1,259,169 1,354,164

13,505,631 18,366,206

8(iii) :!S ur"Iggg rg-lgl glemployees al 't'ar end _

Manag -ment

Permarrent ( Union sable

No

17,

No
lt

r85

Contract and Temporary Employees 83 16

265 272

9 Administrative Levies 2022
Kshs Kshs

15,371,348 14,598, 155

3,461,435 | 1,207 ,597
19,932,783 25,805,752

r0 2022 2021

Kshs Kshs

144,520,230 155,144,5tt5

9 l6 r0, r39,tt63
36,449,4ss

t maintenance 23 l6
S ialized services ll 749

Provision For Bad & doubtful Debts I 439

21,(r 13,008
7 ,266,1t7
(238,249)

I 783 25,805,1s2Administrative levies

20
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l4

of and rent

Amortiz.tion of le Assets

Finance [ncome

Income Tax Expense

(6,189,957)

Earnings Per Share

No new Ordinary Shares were issued during the year ended 30'h June,2022

7

t7,920,298
1,760,434

275,861,86379t

633 t9't

1l 2022
Kshs

2021
Kshs

Interest Income on Short Term bank deposit 739,364 582,565

The bank operated a fixed depos it account lrom which earned interest

13 2022
Kshs

2021
Kshs

Profit before tax
Add di :allowable expenses

Depreci,ttion charge

23,405,457 (22,7 s8,s02)

20,633,1.9
142,20'l

t7,920,298

Amortiilation charge

Increase in provision for bad and doubtful qg!!q

Taxabk profit
Less wear and tear

1,760,434
1.555.439 (238.249)

45,736,294 (3,316,019)
(20.633.19r) (17.920.298)

Adiusted profit 25,103,103 (21,236,3171

Net tax liabi' 70%
Reconciliation of tax expense/(credit) to the
expected tax based on
Profit t efore Taxation
Tax at the applicable tax rate of 30ol'

7,530,931 (6,370,895)

23,405,457 (22,758,502',)

7,021,637 (6,82',7,551)

Tax eftbcts of expenses not deductible for tax
purposes

Tax eff.'cts of income not taxable

(5,376,089)

5,832,745
(6,370,895)

21

I
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For the year ended June30 2022

Notes to the Financial Statements
i5 Property Plant and Equipment

At June 30,
2022

AtJuly 1,2021

Charge for the
year

At June 30
2022

(continued)

Motor Cycles Mobile
Phones

Total

153.274,144

Furniture &
FittingsCost

Valuatron
or

202U2022 12.50Vo

7,621,625
At July 1,2022

Computer &
Related

L,quipment

Network (Water
Pipeline and

Infrastructurel

33.30% 12.50o/o

Water Meters Water Pump

- Matisi TAil

12.50Yo 25'/o 33.30o/o12.50'

13,883,202 33,860,405 43,749,834 2,731,3t9 976,000

619,448

451,769

1,402,294
Additions

2,981,845 5,713,324 2,928,620 4,816,805 392,584 18,884,920

9,023,919 16,865,047 89,573,729 46,678,454 1,625,448 u44,353 172,159,464

Depreciation
(952,703) 1430,901)

(rr92,954)

(10,482,551) (5,468.729)

ts,.s3a,t07)

(341,414) (244.000)

(130,848)

(17,920,298)

(1,127,990) (1 1,196,716) (943,514) (406,362) (20,633,191)

At June 30,
2022

(1,127,990) (992,954) (11,196,71O (5,834,807) (943,514) (406,362) (130,848) (20,633,191)

Net
Value

Book

7,895,929 15,872,093 78,377,013 40,843,647 6,604,600 1,219,086 713,505 133,605,575

22

7,548,114
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l5 Property Plant and EquiPment

At July 1,2020

Additions

At June 30,2021

Cost or Valuation
20t9t2020

Furniture
& Fittings

12.5o/o

Computer &
Related

Equipment
33.3'/.

Network
(Water

Pipeline and
Infrastructure)

12.5o/o

Water
Meters
12.5')h

Water
Pump -

Matisi
T/W

lZ.5o/o

Motor
Cycles

250h

Mobile
Phones
33.30h

1,429.496 17,589,204 78,272,426 37,589,834 2,7311309 976,000 383,975 139,972,244

t92,129 1,293,998 5,587,979 6,16o,ooo 67,194 13,301;900

A' June 30,2021
Depreciation

7,621,623 _1? 383,202 83,860,405 43,749,?^3 2,731,309 976,000 769 1 44

At Juty I ,2020 (928,687) (9,784,053) (4,598,729) (341,414) (244,000) (127,864) (16,124,747)

Charge for the Year
(952,103) (430,90r) (10,48;,551) (5,468,729) (341,414) (24 r,000) (t7,920,298)

Eliminated
Disposal

on

At June 30, 2021 (1,881,390) (430,901) (20,266,604) (10,167,458) (682,82E) (488,000) (t27,864) (34,045,045)

Net Book Value
s,740,235 13,452,301 63,593,801 33,582,375 2,048,481 488,000 323,905 119,229,099

Total

/-'l



20212022
16

KshsKshs
le Assctslnta

4 977 -s l41,2021At Ju
16,7962Additions

l07 736At June 3 2022

Amortization
5 3 896,338

434)
77

At Jul 2021

At Junc 30,2022
For the

37I I7s7I0222JurreatRoret k) 30,alueN

Nzoia Watcr Scrviccs Company Lirnited

Annual Repons and Financial Statements

For the year errded lune302022

Notes to the Financial Statements

a

a

Techni;al stock includes value of pipes

Chcmicals rcfcr to valuc of Chlorine

financial year

and fitting at the close of the financial year.

and Aluminum Sulphatc at thc closc of thc

Trade and Othcr Receivables

t refund
Un clainred VAT

Deposit and prcpaymcnts rcfers deposits madc to Kcnya Powcr whcn thc company

secured KenYa Power connections.

Staff Peceivables refers to outstanding "' riary advance to sta[f at the close of the year'

Staff s rlary advance is recoverable in three months'

Unpaicl Share capital refers 3,351 shares out of 5,000 shares at kshs 20 issued to then

it e muni"ipal council of Kitale, webuye, Kimilili and Bungoma but are unpaid as at

the ck se ofthe financial Year'

Customer water deposit refers to deposits paid by customers to National Water and

pipeline corporation but was not transferred to Nzoia water'

VAT Cont.ol refers to 'npaid refund to the company at the close. VAT Tax

withholding, thc company holds 60/o of thc supplicr's tax and rcmits to K'R'A on a

monthly basis by lgth day of every month'

2022
Kshs

2021
Kshs

a

a

a

a

a

20212022Inventoriest8
KshsKshs

42610761 713Technical Stock
713I476IChernicals n 7t7 r39189

l9

Trade rc teivables ote I a

and

U Share C ital

Staff receivables
Custorner water it WCPC

3 70 -t-t I ,536

1,365,849 r,365,849

67,020 67,020
974,606 1,053,870

1,045,560 I,045,560
1,964,944
4,507,226 4,507.226

3 3

24

6,994,310
5'10,426

I



Nzoia Water Serviccs Company Lirnitcd
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For the year erLded June 30 2022

The of 5n/u

Chwele

Kshs
ls 266

The company held Ksh 15.8 million in fixed deposit during the year at an effective rate of
10/I /O.

Cash and B:.nk l,alances

Issued and Fully Paid For
005,000 Shares at Kshs 20 par value

lssue<i shares not paid for
) Shares at Kshs 20 value

r9(a) Trade Receivables 2022 2021

Gross 'eceivables

Provis;cn for bad and doubtful debts

Kshs
386,312,495

Kshs
355,203,722
(l7Jqq.!!!)
337,443,536

(19,315,625)
366,996,870

Aging of Trade Receivables
209,642,393 192,924,028

66,375,84974,605,601
Kitale
Bu

47,510,404 46,628,387Webuyc
3 I,505,6 l433,939,362Kimilili

20,6t4,735 17,769,844
355,203,722386,312,495

2021202220
Kshs

15,815,266

Short term

BankShort territ

2L
2022 2021
Kshs Kshs

B No 0486291 148425 430,857 t43,3t4
Equity Operations Kitale A/C No 033029337641 42,944 413,928

Equity Revenue ( Kitale (A/C No 03302914s916 514,502 590,896

KCB ( Bungoma ( Materials (rtlC No I l^l?.41358)
KCB Bungoma ( Savings A/C No I 135620318)

Mpesa working capital account

4,508 5 I 0
186,4( L

5,2t t

10,771,291
186,409

3,691

KCB - ()perations Webuye A/C No 1101155924

363,830 644,657
180,01 3 495,904

6,232,308 13,250,096

21122

Kshs
2021
Kshs

22

150,100,000150, r 00,000

Ordinary Share CaPital

value1 505 000 shares at ksh 20
Autho ized

40,100,000 40,100,000

50,000,000

25

Mpesa A.ccount

50,000,0[ )
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For the year errded June 30 2022

24 Trade and Other Payahlcs 2022
Kshs

202t
Kshs

Trade Payables 116,556,634 83,s65, r 79

Water Deposit NWCPC
1,045,560 l,045,560

VAT WHT 933,808 126,01-5

Payrol I Liabilities(Un paid salaries as at June 2022

Othe': Payables
Wate ' Deposit
I-Jnapplied Cash Liability Unknown bank direct

t 1,199,476 n,909,792
56,123,779
68,489,01 I

t9,273

57,855,014
57,430,456

1,631,891

254,367,541 213,563,907

25 Retirement Benefits Obligation
The company operates a defi"ed benefit scheme (Laptrust and Lapfund) for all full tirne

employees. The scheme is based on l57o basic pay of ernployee. The liability at the end year is as

follows.

2022 2021
Kshs Kshs

Balance
Laptmst
Lapfund
NSSF

19,568,610
2s,128,994

146,800

l5,l r3,775
11,986,912

152.900
33,253,64745,444,404

I 770

Compensation to CEO during the year unr.'r audit the cotnpany is inclusive to Key

management v'here the cost is under Gratuity.

Water Services R.grlqpf ,Board

Water Resource Management Authori ty

The Lake Victoria North Water Works Agency Development and NZOWASCIO entered into

Service provisron agreement under which the service board agreed to provide to the servtce

a) Key Management Compe:sation 2022
Kshs

2021
Kshs

Directors' emoluments 9,044,216 r 0, l 39,863

n to thc CEO

Compensation to key managenent(Gratulty 1,080,262 3,985,907
16,124,478

b) Due to Related Parties 2022 2021

County Governments

Kshs Kshs
7, rs2,5307,152,530

[,ake Victoria North Water Services Board r 0l,832,688 l0l,832,688
20,1o2.s78 20,t02,518
I1,809,1I I

140,896,907

26

26 Related Party Disclosures

r I,809 .lll
140,896,907



Nzoia Watcr Servi-cs Co^npany L. nitcd
Annual Reports and Financial Statements

For the year ended June30 2022

Notes to the Financial Statements (continued)

provider with infrastructure, fixed assets ano facilities associated with rrlnagement and

administration of the servic'es. During the period of SPA the service provid r is required to

pay thc water service Board a portion of collected revcnue for the use of assets- During thc

year under review the amount was chargcd as administrative levics'

Contingent LiabilitY

Le Claims the 5,000 000

As at 30th June, 2022 Nzoia water had pending lawsuits which relate to legal clairns by

fonner employees and customcrs estimatcd at Kshs 6.5 million. Judgemcnt in rcspcct of thesc

cases hacl not rccn determincd as at 30th June , 2022. The amount has bccn disclosed in thesc

financial statements as it was not possiblc to accuratcly quantify the potcntial liability arising

from all of thcm. The Dircctors arc of thc opinion that any outstanding litigation in this

respect will not ha. : a rr:rterial ei^rct on the financial position or results of the company'

29. Financial Risk Management
Th" 

"ornpuny's 
activitie, &por" it to a varietyof financial risks including credit and liquidity

risks. The 
"trnpuny', 

ou"ritt risk management programme focuses on unpredictability of

changes in the tusiness environment and secks to minimizc thc potential adversc cffcct of

such-risks on its pcrformance by sctting accep.,-blc lcvels of risk. The company has in placc

policies to ens ire,that credit is only cxtended to customers with an establishcr crcdit history'

The company's financial risk managcmcnt objectives and policies are dctaileo bclow;

i) Credit rir:k
Tlre company has exposure to credit risk, which is the risk that a counterparty will be unable to

pay amount. in frtt when due. Credit risk arises tiom cash and cash equivalents, and deposits

wiih banks, as well as trade ani other receivables and available for sale financial investments'

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

positi|n, past cxpcriencc and othcr factors. Individual risk limits are set based on intemal or

external asscrsment in accordance with limits sct by the dircctors. Thc amounts prcscntcd in thc

statemcnt of financial position are nct of allowanccs for doubtful receivables, estimatcd by thc

company,s *unug"*ant based on prior cxpericncc and thcir asscssment of the current ccononric

environment.

The carrying amount of financial assets recorded in the financial stateme,rts representing the

e,tity's *u*=i(l1rrn exposure to credit risk without taking account of the value of any collateral

obtained is rrade uP as follows:

2022 2021

27 Cash and bank balances Kshs Kshs

Short tenr its

Cash and bank balances

I 5,815,266 15,8 I 5,266

6,232,308 13,250,096

Borrowings
7

2021
Kshs

28

00

2022
Kshs
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Fully
Performing

Kshs

Past due Impaired Total
amount

Kshs Kshs Kshs

386,312,495125,625,440 241,37 t,430 19,315,625

7,446,776 2,478,429

;'3,849,859

9,925,205

22,047,574
155,119,790

22,047,574
19 15,625

17,760,186

418,285,274

Receivable from
exchange transactions

1t7,423,s51 2220,0t9,985 355,203,722

Receivable fror r non
exchange transactions

5,953,870 2,478,429 8,432,299

Bank Balances 29,065,362 29,065,362

222,498,414 17,760,186 392,701,383

Nzoia Water Services Cornpany Lirnited
Annual Repor ; and Financial Statements

For the year ended June 30 2022

As at 30 June,2022

Total _ 152,4r 783

The customers under the fully perfbrming category are paying their debts as they contirrue

trading. The credit risk associated with these receivables is minimal and the allowance for

uncollectible amounts that the company has recognized in the financial statements is

considered adequate to cover any potentially irrecoverable amounts.

The board of directors sets the company's credit policies and objectives and lays down

parameters within which the various aspects ol :rcdit risk managcment are operated.

ii) Liquidity risk management
Ultimate responsibility for liquidity risk managemcnt rests with the cntity's directors, who

have built an appropriate liquidity risk management framework for the management of the

entity's short, medium and long tenn funding and liquidity management requirements. The

entity manages liquidity risk through continuous monitoring ol forecasts and actual cash

flows.

The tablc bclow rcpresents cash flows payable by the company undcr non dcrivativc hnancial

tiabilitics by their remaining contractual maturitics at thc rcporting datc. Thc amounts

disclosed in tl:c table arc thc contractual undiscountcd cash flows. Balances duc within l2
months equal their carrying balances, as the impact of discounting is not significant

Less ti. ^n 1

month
Betv,een 1-3

months
Over 5 months

At 30 June 2022 Kshs Kshs Kshs

Tradc Paya blc;
Other payables

1r.r99,476 36,868, I 47 68,489,01I
56,123,779

Employcc bencfit obligation 1,259,169 12,246,462

Total
At 30.lune 2021

Trade Pa les

67,323,255 49,114,609

21.962.139

69,489,01I

7,320,713 58,565,703
45.480,176Othcr lc,;

2c

Bank Balances
Total
As at 30 June. 2 )21
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ben:fit obl lotl 1,559,968 5,717,238

Total 54,360,857 27,679,377 58,565,703

iii) Market Risk

The board has put in place an internal audit function to assist it in assessing t re risk faced by

the entity on ,,n ongoing basis, evaluate and test the design and effectiveness of its internal

accounting anrl operational controls.

The board has put in place an internal audit function to assist it in assessing the risk faced by'

the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and op<,;ar.iottal contr<r^ :.

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

foreign exche nge rates which will affect the entity's income or the value of its holding of financial

instrun-rents. The objective of market risk management is to manage and control market risk

exposllres within acteptabte parametcrs, while optimizing thc return. Overall responsibility for

managing markct risk rcsts with thc Audit and R.isk Management Committec.

The companl 's Finance Department is responsiblc for the devclopment of d. :ailed risk managemcnt

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

to day implernentation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it manages

and measures the risk.

iv) Interest Risk
Interest rate risk is thc risk that thc entity's financial condition may be advcrsely affectcd as a result

of changcs i1 interest rate levels. The company's interest rate risk arises from bank dcposits. This

.^por.r1h" company to cash flow interest rate risk. The intercst rate risk cxposure ariscs mainly fron1

interest rate rnovements on the company's deposits.

Management of interest rate risk
To manage tte intercst rate risk, management has endcavored to bank rl th institutions that offcr

favorablc interest rates.

v. Capital Risk Management
The objective :f the company' s capital risk management is to safeguard the board's ability to

ital structure ses of the follow fundscontlnue as a concern the S

2022 2021
KshsKshs

90,100,000 90,100,000Isharc
250,468250,468General Reserves

28,767,27013,075,307Retainec
119,117,738103,425,775Total Funds

Total
6,232,308
6,232,3O8

r 3,250,096
13,250,096
(0.r r0%)(0.0s%)

Less: Cash and Bank ba

Gearing
Net deb: (excess cash and cash equivalent )

lances

2t)
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30. Incorporation
The company is incorporated in Kenya under the Kenya's Companies Act and it is domiciled

in Kenya.

31. Events after the reporting period
Thcre wcrc no materialidjusting and nonc ad.iusting cvents aftcr the reporting period.

32. Currency
The hnancial statements are presented in Kenyan Shillings (Kshs)

APPENDIX I: PROGRESS ON FOLLOWT':'OF AUDITORS RECOMMENDATION

QTJERY BY AUDITOR GENERAI,

It *"t fu.ther noted tt. t the trade and other recei vables figure of2. Accuracy
of 'f rade
and Other
Receivables

Kshs.381,285,808 includes a figure of Kshs.341,970,266 relating to

trade receivables after deducting provision for bad and doubtful debts

figure of Kshs.l7,gg8,435 as detailed at Note l9(a) to the financial

statenrents. Further, it was noted that the figure of Kshs.341,970,266

detailed under note l9(a) to the financial statements differs with the

generated debtors aging analysis which indicated Kshs.337,328,587

iesulting to a variance of Kshs.4,'41,619. Also, review of the

comp .ny's aging analysis report as at 30 June, 2020 revealed that tr tde

receivables totaling Kshs.3 12,832,472 have remained outstanding for

over :0 days as detarled below:

Area/Scheme Kshs.
I to -10 Days -11 to 60 days

Kslrs-

2.057,632.46

6l to 90 days
Kshs.

Over 90 day's

Kshs.

TMPLEMENT
ATION
STATUS

ATJDI't
AREA

Dcbt
management
policy is under
review to make it
more effective in
debt
managcmcnt.

Includcd in thc trade and other rccc

Kshs.353, 555,203 is an amount of Kshs.8,993'548 being unapplied

adjustmer:1. for 2Cl6120l, which had been carried down over the years.

llowever, it was noted from the opening schedules that the item had nil

balance in 201912020 notwithstanding non provision oI documentation

on lro,v the balance was settled.

Furthcr, includcd in the tradc and othcr rcceivablcs balancc Kshs.381,

285,808, as dctailed at Notc 19 to the firancial statcmcnts arc figures for

vAT control of Kshs.23 ,647,636, ano prcpayrnents on withholding :ax

of Ks is. 12,429.912 which havc not becn supportcd.

ln adtlition, it was noted that a figure of Kshs.67,020 for unpaid share

capital has been included as paft of the trade and other receivable

baiance as at 30 June, 2020 notwithstanding the item being non trading

ln nafure

ivables opcning balancc ofl.Trade
Receivables

The debt
management
policy which
was
implemented
will address the

issues raised.

-I'otal due
Kshs.

7.578,081 23 t56.t91,3 ;8.69 r 1t5,059,5 r 4.74Kitalc
33,254,5 r 4.571,527,865 03 27 ,444,4 8.30r,988,406.00

9.ll.2.487.97t) 177,511.t

2,293,825.24Kinrilili
46,045,1i49.861,81t,451.25 19,456,2 t2.52Wcbuye 2,120,523.61

j()
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During *1e ysa' ttnder lview, Nzoia Water Services Company Ltd
budgeted to collect revcnuc lrom intemal sourccs totaling

Kshs.450,000,000. Howevcr. actual collection amounted to

Kshs.186,653,834 resulting to an undcr collcction of Kshs.63,346,166

or 14% of the total budget. [t was further noted that the budgeted

expenditure for the financial year under review was Kshs.364,321,877

while the actual expenditrrre was Kshs.315,l17,893 resulting to an

overall under expenditure of Kshs. ,,203,984 (l4o/o). In addition'
over/i nder expenditures of over l\Yo were noted in the indivit ual

budget line items but the variations were not explained.
In the circumstanccs, the Management may not havc implcmentcd thc

tas uircd.
During the year under review the total volume of raw water received for
treatment lrom intake totalling 9,327.651cubic meters. The billed water
which was available thr sale during the year under review was

4,068,916 cubic meters aud sold to customers for Kshs.339, 951,198.

The balance of 5,258,681 cubic meters or approximately 56Yo of the

total volume represents non(revenue watcr which is 3l% ovcr and

above the allowable loss of 2,331,914 cubic metcrs or 25oh of total
production prescribed in the guidelincs issucd by thc Water Scrvices

Regulatory Board. The significant lcvel of non(rcvcnuc water was at

2,926,767 cubic meters billed at an a, 'r'rge of Kshs.55 per cubic meter

result'ng in loss of sales estimated at Kshs.160.972,185 which hac an

impact on the company's' profitability and could erode sustainabilit' of
its op,:rations.

Furth,;r, a visit to the site of Nzoia and Kapolet treatment plant on 18

March, 2021 revealed that the raw water received fbr treatment lrad no

master meter indicating that the total produced water at source was

made on estiinates. In addition, enquiry on other six remaining

treatment plant revealed that no master meters for raw water was in

place thus giving mor: doubts on the accuracy of total quantity
produced.

In the circumstances, the Company may not meet its strategic goals of
providing water to the residents and F'-ther this may impact negatively

on th. fitability and long term sustainabil Ity
of the Public Procurement and As ets

Chwele 1.t76,9t7.46 735,278.20 9t'l ,t55.27

Bung.ma 6,t27,275.81 3,804,2 r5.96 2,240,796.2& 45,303,9

Total 24.496,116.99 I 7,698,020.59 l 4,075,3s 1.06 281

In addition, there was an increase in the balance of trade receivable by

Kshs.27,730,605 that was from Kshs.353,555,203 in 201812019 to

Kshs.381,285,808 in 201912020 fiuanc,al year. Although thc comp"ny

has a lebt managcment policy and a committec in place, no meanin, ful
progr()ss has been reported towards recovery of the debts.

In tht circumstances, it was not possible to confirm the completeness

and accuracy of the trade receivables balance of Kshs.38l,285,tiO8 for
the under review

)3.51 15,492.444.44

t6.25 5't,476,264.30

)9.27 3-17,328,587.91

3. Budget
Pertbrman
ce Analysis

The conlpany
hence forth will
implement fully
its budget as pcr
the PFM act
2012 on
prudence
utilization of
resources

4.
Non(Reve
nue Water

The technical
department is in
the process of
developing uon-
revenue policy to
minirnize on
watcr loss

Calibration of
bulk production
meter and
adoption of
HDPE pipes

5. Phase I wasAccot to Section I 3
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and c,osed for commissioning for use three years since the contract was

signed. However, it was noted that the agreement for the contract was

silned l7 (seventcen) days aftcr thc commencemcnt of the contract

*f,i.n was irregular. in aidition, the r:'rtract negotiatitig tcam changed

the 1,.rms/basii of the tender from development, installation "nd

maintenance of integrated software to billing module and mo rile

technology. In addition, in 2017, wasreb developed modelwater billing

softw rre requirements which formed minimum customizable

requitements for water companies in Kenya' However' Wasreb

minimum requirements were not complied with and the exact cost of the

project couldnot ss dgtsrmined since the procuring entity also procured

Lqrip-"n. lor thc system -,uch as servers amongst others'

Fiom the foregoing, the Management of the company was in breach the

Disposal Act 2015, an Accounting Officer of a procuring entitY srrall

enter into a written contract with the Person submitting the successful

tendc bascd on the tender documents and any clarification that

cmanates from thc procuremcnt procccdi ngs. Howcvcr, during audit, it

was notcd that ttrc Company acquircd an ERP softwarc from M/s

Magnetic Tcchnologies .'t Kshs.6,9 12,000 vidc contract signcd on

14 March, 2018 for which the software should have been developed,

installed and maintained within l3 (thirteen) weeks. However, as at the

tin're of audit in March, 2020,th e ERP software had not been concluded

law

As rcportcd prcviousl y, although thc Company managcmcnt indicated

that thc Company's Memorandum and Articles ol Association wcrc

changcd to incorporatc the current state ol affairs and opcration, thc

registrat ion of the amendments had not been effected. As a result, the

registered documents remained as the" were presented at the time of

regist'ation
follov, s:

in 2004, and for whicir rhe Company has violated as

T,he share capital authorized is Kshs.l00,000 divided into 5000

s rares of Kshs.2o each. The company at Note 22 has recorded

authorized share capital of Kshs. 150,100,000 divided into

7,505,000 shares of Kshs.20 each out of which 2,005,000 shares

have heen issrred ar { fully paid while 2,500,000 shares have been

7. Non
(Complianc
e with
Memorand
um&
Articles of
Association

Thc proccss of
filling rcturns is

still undcrway
pending the

outcome of the

decision of the

task force
appointed by tlte
AGM in FY
202012021 to

detennine status

of shareholding
between the two
county__

concluded. the

pending issues is
the maintcnatrcc
contract which is

in progrcss.

Procureme
nt of
Enterprise
Resource
Planning
(ERP)
Soltware

The company is
in the process of
remitting the

arrears with the

current amounts.

include t-l-PTP.UST, L.A-' FUND and NSSF

for

flay,

eIewh anefiBen tSRetirement Act,the35 A ofsectto londiAccoi ( )ng
rbe fo aho aIS emt'11anfohaviIS emp loyeeagreementngoyerernpl

theductide on fiomto lIa keSr IS upposedsch an yeemploeme,
ethandto the schemetLzreffllemolumentssloyeeemp

.heofdafteenth n fithe eductiond ysto remlc failsyeremp
lallIenoI SSsuch eafter mployerscheme grvlngtherlOlldeduc

fo samcthcthefortirutclns recovcrylngsnodal1 ticc, proceedscvc ys
L madcthcthatlt AS ompanynotcdlawthetoCT contraryHowcv

ofstatcmcnthclnwaswhichthcfrom rcportcdtrons cmp loyecsdcduc
t34 Notcat 2529hs. 5 9fibcnc oftS Ks ,5retircmentASial itionfinanc pos

hichthe lere bodiesantttedrelTIl toere notdeductionsbut these

was in breach of thc lawtheln the

6. Non
Remittance
of
Retireme nt
Contributio
ns.

issued but not Pa id.
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

The Company purchased operational assets amounting Ksh 18,884,920 as outlined in note l5

APPENDIX III: INTER PARTY TRANSFERS

During the year undcr review therc was no intc:;r"rrty transfer.

APPENDIX IV: RECORDING OF TRANSFER FROM OTHER GCVERI{MENT
ENTITIES
During the yei r under review there was no inter-government transf'er.

APPENDIX V: EXPLANATION ON VARIANCES BETWBEN THE ACTUAL AND
BUDGETED AMOTINTS

Revenue:
The compan),did not achieve thc targctcd amounts of ksh 481,965,524 and had an

unfavorable variance of 22.5o/o, this was contributed majorly by Road grading, rampant

illegal consumption, supply failure due to breakdown of pumps where collection was greatly

affected.

Electricitv co'.t:
The component had an unfavorable variance of 7.5Yo. This was due to change in fuel prices

and inflation retc of thc economy.

Hospitalitv:
The company votc head was over spcnt by 4.6%- During thc pcriod the priccs of goods

increased spontaneously due to e-onomic condition of the country.

Plant and treatment repair:
The vote head was unfavourable by 12.60/o due to major breakdown of pump at Matisi and

Nzoia treatme )t plants. The company is in the process of procuring a new pump to arrest the

issue.

I here is no evidence of transfer of shares to the County

Govemrnents of Burtgoma and Trans Nzoia by thc following
registercd owncrs of the ComPanY;

. Municipal Council of Bungoma

. Municipal Council of Kitale

. Municipal Council of Webuye

1,649 shr .'es

1,854 shi res

1,497 shares

ii. there is also no evidence that the Company has been filing returns

at the Registrar of Companies as required,
Consequently, the Comnany is in breach of its Memorandum and

Articles or,A^ssociation an.i Companies Act.

Governments.

a

Bank chargesi

-) -)
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This is majorly downloading of Mpesa and bank statement the vote head exceededl-ty 2.9yo
during the year:.

a I
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DR,Joseph Munyaor
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