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1. Acronyms and Glossary of Terms

A. Acronyms

ICPAK Institute of Certified Public Accountants of Kenya
IFRS International Financial Reporting Standards

MD Managing Director

PFM Public Financial Management

PSASB Public Sector Accounting Standards Board
WASREB Water Services Regulatory Board

BOD Board of Directors

B. Definition of Key Terms

Comparative Year- Means the prior period.
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2. Key Entity Information

Background information

The Kibwezi-Makindu Water and Sanitation Company Ltd was established by Company’s Act cap
486 laws of Kenya on 16™ August, 2011. At County level, the Company is represented by the County
Executive Member responsible for water and sanitation, who together with the board of Directors are
responsible for the general policy and strategic direction of the Company. The Company is domiciled

in Kenya, Makueni County.

Principal Activities
The principal activity of the company is to provide water and sanitation services within her area of
operation by carrying out repair and maintenance of the water pipelines, carrying out treatment and

distribution of potable water for domestic consumption.

Company’s Vision

To be the leading Water Service Provider in the country and regionally.

Company’s Mission
To supply potable, adequate and equitable water to our customers keeping the standard high and

maintaining it as well as providing better sanitation services which exceed their expectation.

Company’s core objectives

I. To exercise overall control over the sources and supply of water.

2. To provide and maintain a constant continuous supply of potable water for commercial. Industrial
and domestic purposes.

3. To be responsible for the provision, control and maintenance of sanitation, sewerage and Drainage
for commercial, industrial and domestic purposes.

4. Attain financial sustainability of the KIBMAWASCO.

5. Mainstreaming cross-cutting issues of poverty, gender, environment and HIV /AIDS which Impact

on water and sanitation

i
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Directors

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

SN. Name of Director Position Appointed/Retired on
I. Gideon M Muange Chairman 15" June 2023

2. Joseph Mwololo Managing Director 1" August 2024

3. Elizabeth N Muthoka Director 15" June 2023

4. Albert M Musyoka Director 15" June 2023

5. George Muthoka Director 2nd April 2024

6. Gabriel Manthi Director 2nd April 2024

7. Eng. David M. Makau Director (CO-Water)  2nd April 2024

8. John Nguni Director (CO- Finance) 2nd April 2024

Company Secretary
Mr. Njoroge Obadiah Kimani

P.O. Box 20122 — City Square
Nairobi

Corporate Headquarters
P.O Box 104-90137
Deputy County Commissioner’s Compound off Nairobi-Mombasa Road

Kibwezi.
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Corporate Contacts

Telephone: 0711 697087

E-mail: kibwezi_mtitowaco@yahoo.com and info@kibmawasco.com
Website: www.kibmawasco.com

Corporate Bankers
I. Kenya Commercial Bank Kibwezi Branch
P.O Box 288-90137
Kibwezi, Kenya.

2. Post Bank
Kibwezi Branch
P.O Box 30311-00100
Nairobi, Kenya.

3. Equity Bank Kibwezi Branch
P.O. BOX 177 -90137
Kibwezi, Kenya.

Independent Auditor

Auditor General

The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084GPO 00100

Nairobi, Kenya

Principal Legal Advisers

The County Attorney Government of Makueni County
P.O. Box 78

Makueni, Kenya
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3. The Board of Directors

Gia’eo Muthama Muange- BOD
Chairman

13 S0%]

Born in 1971

Holds a Degree in Land Economics and a
Master’s degree in Business Administration
(Finance Option)

Registered and Licenced Valuer, Registered
Estate Agent

Lead Auditor, ISO 9001;2005 QMS

Over 25years work experience in various
positions and Institutions in Valuation, Property
Management and Real Estate Consultancy

Born in 1979

Holds a Bachelor’s Degree in Water and
Environmental Engineering (BSC.WEEN).
Registered graduate Engineer with Engineers
Board of Kenya (EBK) Reg. No. B19590.

16 Years® work experience in Water and Sanitation
projects design, implementation and supervision.

Environmental and Social Impact
Assessment and Audits.

Born in 1963

Holds a Diploma in Leadership and Management
— KEMI

Holds a degree in Education (Arts) and a
Master’s degree in Arts.

Art of Leadership — Strathmore

Over 30 years of work experience in different
institutions

Albert M. Musyoka-Director

Born in 1983

Certified Information Systems Auditor (CISA)
Certified Public Accountant (CPAK) — ICPAK
Accredited in Internal Audit Quality Assessment
(CIAQA)

Holds a degree in Agribusiness Management and
a master’s degree in Business administration.
17 years’ work experience in Internal Audit,
Finance and Accounting in various institutions.

Vi
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£

George Muthoka — Director

Born in 1978

Holds a degree in in Agricultural Education
and Extension and pursuing a master’s degree in
Project Planning and Management

20 years' experience working with

international NGOs and currently in private
practice consulting in project management and
development

Currently monitoring Water Sector Trust Fund
projects in Marsabit and Isiolo Counties

e 'OVAVO A
Gabriel Manthi - Director

Born in 1994

Holds a Degree in Industrial Chemistry
(University of Nairobi)

Holds a Post Graduate Diploma in Project
Management (Kenya Institute of
Management)

Trainer of Trainers on Competency

Based Assessment (TVET-CDACC)

Water Quality Management Consultant and
Trainer at Kenya Water Institute

6 Years Work experience in Various
capacities at Kenya Water Institute.

Eng. David M. Makau \X/;ter, Sanitation
and Irrigation (CO Government of
Makueni County) - Director

YOB: 1985

Bsc. Environmental and Bio Systems Engineering
- UoN

Registered with ERB.

I3 years” Work experience in the water sector

John Nguni
Finance, Planning, Budget
&Revenue (CO Government of Makueni
County) — Director

Born in 1967

B.com Accounting

MBA finance

CPA(K)

33years work experience.

Worked in different organizations over time.
Worked in Lonrho in the early years as a
management accountant. Mitchel Cotts Kenya Itd
shipping industry. Manson Hart Kenya Itd as a
Finance and admin manager, Philips East Africa
as a Finance and Admin manager, Haggar
Holdings in South Sudan as County Group
Finance manager, National Oil Corporation as the
Head of Finance, Petrokenya oil as Finance
Manager.

Vil
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4. Key Management Team

Main responsibility:

% Provide the board of directors with information on the
~ company’s performance for prudent decision making

1 and strategic direction.
< Ensure all the board of directors’ resolutions are
INON _ implemented.

Joseph Mwololo — Managing Director Offer overall leadership to the corporate management

Holds a Bachelor’s Degree in Water and
Environmental Engineering (BSC.WEEN)..

team for effective performance..

Main responsibility:

% To oversee the company’s Technical operations
% Provide strategic and technical leadership in the
Technical department to ensure provision of high

Shadrack Muthiani - Technical Manager quality services.

Holds a Bachelor’s Degree in Environmental & | Prompt repairs of water systems and servicing of
master meters to ensure continuous water flows and

Biosystems Engineering :
curb technical water loses.

Main responsibility:

% To ensure that all financial resources of the company
are acquired, disbursed, prudently invested, fully
accounted and reported for a financially sound

! !

Francis Muendo — Finance Manager company.
Bachelor of Commerce (Finance option) < Ensure that efficient application of the available
Cel‘tiﬁed PUbliC ACCOUntant (CPA'K) resources for lnaximum returns‘

Main_Responsibilities

% To oversee the company’s Commercial
operations.

Ensure timely and actual billing services.

*

)
.0

James Mutisya — Ag. Commercial Services

*

Manager < Ensure efficient collection of revenue billed to
‘O’Level Certificate customers.
Bsc. Project Planning and Management. < Ensure customer water meters are well

functional to curb commercial water losses.

viii
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CPA Johnson Wambua Musembi
Senior Internal Auditor
“O” Level Certificate
Certified Public Accountant Kenya CPA(K)

Main Responsibilities

)
0‘0

Overall lead on administrative & professional
leader of the department

Receive & appraise adequacy of internal
controls.

Report quarterly to the Board Audit
Committee.

Prepare departmental budget & work-plans for
the department.

Conduct follow-up audits to establish whether
recommendations are implemented.

Conduct physical inspection of company's
growth.

Appraise management report for data integrity.
Carry out investigations.

Josephine N. Sila — Human Resource Officer
(Registered Member of IHRM)
‘0" Level Certificate
Diploma in Human Resource Management

Main

Responsibilities.

*
0.0

L)

)
0.0

*

7
..

Administer employment terms and conditions
of service.

Coordinate matters of training and staff
development.

Administer leave and related issues.

Ensure accurate maintenance of personnel
records.

Administer the registry
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5. Chairman’s Statement

On behalf of the Board of Directors, I am pleased to present to you the financial statements of
KIBMAWASCO for the financial year ending 30" June 2025. As the Chairperson of the Board of
Directors, I am privileged to provide this detailed statement that reflects our commitment to
transparency. accountability, and sustainable growth in the provision of water services to our valued
customers and the communities that we serve.

]

Investments on Infrastructure: Our commitment to infrastructure development has
continued during the year under review, the company in partnership with the County
Government of Makueni invested in new pipeline extensions, Storage tanks, Rehabilitations
of the pipeline network to the tune of sixteen million shillings. These investments have
increased our water production, coverage and growth of our customer base and ensured
reliability and sustainability of our services.

Customer Service and Engagement: we have made deliberate innovations to improve
customer satisfaction. We have offered various initiatives to enhance customer experience
through online bill payment and customer feedback channels. This has improved our
responsiveness and effectiveness to customer concerns resulting to a more transparent and
collaborative relationship with our valued customers.

Regulatory Compliance: The board has ensured application for new water tariff has been
done which was gazetted through a gazette notice 7304 on 30" May 2025. This new tariff
once implemented will increase billing and revenue and therefore the company will be able to

meet its operational costs.

The board has formulated and approved various policies and procedures for implementation
by the management to address the various risks identified which may restrain achievement of

the desired goals.

Challenges and Mitigation:

High Non-Revenue Water (NRW): The company’s NRW has been above the sector
benchmark which is as a result of dilapidated water infrastructure which was developed in the
1950’s. This dilapidated infrastructure has surpassed its service period resulting to frequent
bursts and water spillage making it difficult to maintain the infrastructure and address non-
revenue water to acceptable sector standards as per the regulator (WASREB).

Inadequate Water Sources: the water demand has grown over the years due to several
factors including population growth through new settlements. Our water sources are strained
which has left a larger population within the service area not accessing this service.
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In order to address the above challenges, we are collaborating with the County Government of
Makueni and other key sector strategic partners such as Water Sector Trust Fund, World Bank and

Millennium Water Alliance to address these gaps.

Future Outlook

Kibwezi, Makindu and Mtito Andei towns have recently been earmarked for upgrade to municipality
level. These towns are among the fastest growing towns in the region thus presenting a greater
business opportunity for the company. The company is positioning itself to take advantage by
improving its systems to manage the potential growth of our customer base.

The Kambu river, Makindu borehole, Kilui intake and the unequipped Kibwezi and Aligon boreholes
development projects, will increase water production to help meet the growing demand for water.

Through strategic partnerships, the company has also submitted proposals for consideration in
support of Non-Revenue Water reduction.

Adoption of new technology — The board is in the process of adopting new technologies to improve
the company’s operation efficiencies. These technologies include Acquiring of an ERP system.
solarization of Aligon and Kwa Venge and Makindu bore hole, smart metering and automation of
water kiosks and draw points. These interventions will be implemented through public private
partnerships and use of our own source revenue.

Appreciation and Conclusion:

The Board remained united, committed and focused on its strategic oversight mandate to support
Management in steering the Company’s operations in the right direction.

I take this opportunity to express my sincere appreciation to our customers for their continued faith in
our product and service. We promise to live up to your expectations. The Government of Kenya’'s
support is recognized and appreciated. I also thank the management, staff, suppliers, and other
stakeholders for their continued support. We continue to focus on the bright future for indeed, the
green growth shots are within grasp.

A
Gideon M. Muange

Board of Directors Chairman.
Kibwezi-Makindu Water and Sanitation Company LTD.

Xi
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6. Report of the Managing Director
KIBMAWASCO is a water company fully owned by the Government of Makueni County. During
the year under review, this report details the comprehensive review and assessment of the Financial,
Commercial, and Technical aspects of the company’s operations. Kibwezi-Makindu Water and
sanitation company Limited is a medium-sized water company that operates in the Kibwezi East and
Kibwezi West sub-counties with an approximated area coverage of 2,450 km?, an estimated
population of about 400,000 people, water demand of 13,607m’ per day and an annual water demand
of 4,168,665m’". The company has the following water sources namely:;

1) Umani springs with a yield of 4,902M’ per day.

2) Kwa Venge Springs with a yield of 906M’ per day.

3) Kambu Springs (Kambu town water supply) with a yield of 160M’ per day.

4) Kambu Springs (Kambu — Kiteng’ei water supply) with a yield of 432M’ per day.

5) Dwa Dam with a yield of 480 M? per day

6) Makindu Borehole with a yield of 324M’ per day.

7) UYI Dam, with CFU treatment component with a yield of 10M’ per day.

8) Kiambani Borehole with purification component (Reverse Osmosis) with a yield of 24M’ per

day.

The company’s total average production per day was 7,238m’ and an annual production of
2,641,870m’ the company is dedicated to providing high-quality water supply and wastewater
treatment services to its customers. This report outlines the key areas of operations.

1. Financial services

The financial review entails an examination of our financial performance of the company that our
financial statements accurately report. This includes revenue recognition practices to ensure
compliance with public accounting standards. Our expenditure management has been analysed to
confirm proper categorization and alignment with budgetary controls. Additionally, asset valuation
methodologies have been reviewed to ensure accuracy and adherence to public Finance Management
Act and regulations. In the fiscal year, we recorded an operating revenue of KES 98,739,231
(83.57%) against an actual budget of KES 118,147,971.

The company budgeted revenue was not achieved in the fiscal year under review due to delayed

approval on new proposed tariff that we had used to project our revenue.

2. Commercial Services
Commercial department has three main functions; Billing, Revenue Collection and Customer
Relations Management.
i) Billing
In the billing function, Customer meter readings are captured using smartphones and the
captured readings are uploaded to the cloud-based billing system where billing supervisors
check the readings for integrity before their release via text message to customers. This
innovation has made billing and issuance of water bills accurate and timely.

Xil
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ii) Revenue collection
We have exploited technology to improve our revenue collection. We offer various channels
of payment through M-pesa, Postbank and bank transfers. This has made payment convenient
to our customers from any corner of the country. We employ mass message service to remind
our customers to pay their bills to avoid disconnections.

iii) Customer relations management

We have in place a customer service charter which clearly outlines our commitment to customer
service, customer expectations and feedback. We have a customer care desk in our three area
offices (Kibwezi, Mkindu and Mtito Andei) to handle customer needs.

3. Technical Services

The technical review looks at our infrastructure and operations to ensure that they are accurately
presented in the financial statements, reflecting their impact on the company’s financial position and
performance. During the period under review, the quality of water produced complied 100% to the
both World Health Organization Requirements and Kenya Bureau of Standards (KEBS)
requirements. The distribution network as a critical component of our operations, has been analysed
for maintenance requirements, leak detection strategies, and optimization measures to ensure
reliability and minimize losses.

During the year, the company produced a total of 2,186,927m’ of water reflecting a decrease by
42,788M’ from 2,229,715M’ of water produced in the financial year 2023-2024. The decline in water
volume produced has been attributed to decrease of water levels at Kwa Venge springs. During the
year, the company made pipeline extensions of a total of 2.7km of water pipeline against a target of
40 km translating to 7% achievement.

Non-revenue water for the year under review was 53.68% against a target of 30%. This high non-
revenue water is as a result of the company migrating from mechanical meters to ultra-sonic meters
resulting into accurate recording of water produced. We are planning to reengineer the process to
ensure non-revenue water is reduced to below 30% by the following measures;

1) Introduction of District Metered Areas (DMAs) in Kibwezi scheme and installation of smart
customer meters.

2) Replacing the existing inefficient billing system with a new ERP system.

3) Carrying out GIS mapping of all the customer connections.

4) Acquiring and use of pipe leak detector to detect internal pipe leakages and bursts.

5) Acquiring and use of pipe locator to identify illegal connections in our pipe networks.

6) Timely repair of pipe bursts and leakages.

7) Use of prepaid meters especially for large consumers and private water kiosks.

8) Phased augmentation of the old and dilapidated pipe network.

Xiil
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During the year under review KIBMAWASCO was allocated Kshs. 16,072,102 by the Government

of Makueni County for extensions, rehabilitation and Kiambani borehole water distribution system.

Conclusion and Recommendations
Based on the comprehensive review, the following recommendations are proposed:
e Rechabilitation of old railway pipeline GI pipes that are prone to frequent bursts.
e New reticulation system in Kibwezi town to replace the many spaghetti lines.
e Purchase of leak detection systems to minimize water loss and enhance distribution network
efficiency.
e Augmentation and rehabilitation of pipeline connections that are prone to bursts and leakages
e Installation of smart meters to improve accuracy in recording and reporting
e Procurement of pipe locators to help in determining illegal connections.
e Adoption of new technology like automation, use of solar technology in our pumping stations
and use of pre-paid smart metering technology.
e Acquiring of an ERP system which will integrate billing, customer relation management, HR,
procurement and finance.

Looking Ahead

The water sector space is a long-term business and thus by its very nature predicting our future is an
inexact science. Also, we have to recognise the various dynamics that affect the sector including and
not limited to global warming and capital-intensive nature of investments required to make this WSP
self-sustaining and financially stable. The county Government of Makueni is making deliberate
efforts to develop new water sources and rehabilitate the existing water infrastructure.

I wish to express my gratitude to our dedicated members of staff and the supportive Board of
Directors for their concerted efforts and collaboration in ensuring the accuracy and integrity of our

financial reporting.
— PR

Joseph M. Seng’ete
Managing Director
Kibwezi-Makindu Water and Sanitation Company Ltd.

X1V
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7. Statement of Performance Against Predetermined Objectives for FY 2024/2025

Kibwezi-Makindu Water and Sanitation Co. Ltd has four (4) strategic pillars/ themes/issues and
objectives within the current Strategic Plan for the FY 2024 - 2025. These strategic pillars/ themes/
issues are as follows:

Pillar /theme/issue 1: Water and Sanitation Infrastructure Development

Pillar/theme/issue 2: Operational Efficiency and Customer Service

Pillar/theme/issue 3: Financial Sustainability

Pillar/theme/issue 4: Institutional Development and Strengthening
Kibwezi-Makindu Water and Sanitation Co. Ltd develops its annual work plans based on the above
four pillars/Themes/Issues. Assessment of the Board’s performance against its annual work plan is
done on a quarterly basis. The Kibwezi-Makindu Water and Sanitation Co. Ltd achieved its
performance targets set for the FY 2024/2025 period for its two (2) strategic pillars, as indicated in
the diagram below:

Water and Sanitation Provide water | Increase water | Source for Water pipeline
Infrastructure and sanitation | coverage from funds from extensions of approx.
Development services 36.59% to 38% development | 2.7 KM,
partners and
county
government
Financial sustainability | Improve O & M cost Develop and | Implementation of the
O&M Cost coverage seek new approved tariff by
Coverage increased approval of | WASREB.
from 83% to new water
over 100% tariff.

XV




Kibwezi-Makindu Water and Sanitation Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2025

8. Corporate Governance Statement

Board Charter.

The Company Board Charter sets out the role, composition and responsibilities of the Board of
Directors of Kibwezi — Makindu Water and Sanitation Company Limited. The conduct of the Board
is governed by the Water Act 2016, Companies Act, 2015 and the Leadership and Integrity Act of
2012 and the Public Officers Ethics Act.

Board Succession and Period in Office.

The independent board members shall serve for maximum of six (6) years. One third of the Board
members other than those from the County Government retires from office by rotation every year
starting from the third year after appointments in order to maintain institutional memory.

Board Remuneration.

The Board’s remuneration is dependent upon the Company’s financial ability to pay per the approved
annual budget and the requirement of the corporate governance guidelines by the Water Service
Regulatory Board and the guidelines of remuneration and benefits by the Salaries and Remuneration
Commission.

Attendance to Board Meeting and Board Committees by Members.

All board members endeavour to attend the Board meetings on invitation, The Chairperson is elected
among the members and must come from the independent Board members. The Managing Director
of his designate is the secretary of the Board.
The quorum for the meeting is at least two thirds of the members of the Board. In the absence of the
Chairperson and while quorum of two is respected, a temporary chair is elected to conduct the
meeting.
The Board exercised its oversight function through three (3) committees that reported to the full
board on a quarterly basis. The committee that operated during the year were.
i.  Technical Committee - Guides board in making prudent investment decisions aimed at
financing viable water and sanitation projects.
ii.  Audit Committee - Advises Board on risk management and compliance.
iii.  Finance and Administration Committee - Advises Board on all finance related issues, resource
mobilisation and human resource management.
The membership to the committees was drawn from the Board of Directors and the Committee were
chaired by independent directors.

XVi
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Number and Nature of Full Board & Board Committee Meetings and Key Activities.

No. | Description No. of Meetings
1 Full Board 4
2 Special Full Board 2
3 Adhoc meeting attended by Board Members 2
4 Technical Committee 3
5 Audit Committee 4
6 Finance and Administration Committee 4
Total number of meetings held 19

Attendance register of members present in Full Board meetings.

Member Name 20.9.24 | 01.11.24 | 24.04.25 | 09.05.25
Gideon Muange N N V N
Elizabeth Muthoka v N v
Albert Maingi N N

David Makau N

John Nguni N N

George Muthoka N N N Vv
Gabriel Manthi v N N N
No. of Members 5 4 7 4
Present

Roles and Responsibilities

The Board has the following major responsibilities which facilitate the discharge of the Board’s
stewardship in the pursuit of the best interest of the Company.

I

(O8]

To be aware of the Company’s operating environment and promote safety and soundness of
the Company.

To be diligent in undertaking his/her duties and avoid conflict of interest.

To Understand his/her oversight role and exercise independent judgement in decision making.
To devote adequate time and attention to discharge his/her duties and responsibilities
effectively.

To contribute actively to the functions of the board and be able to provide sound and objective
advice.

Adopting and reviewing a strategic plan for the Company.

Overseeing the conduct of the Company’s business to evaluate whether the business is being
properly managed and sustained.

Identifying principal risks and ensuring the implementation of appropriate systems to manage
these risks.

XVvii
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9. Succession planning, including appointing, training, fixing the remuneration of and where
appropriate, replacing senior management of the Company.
10. Developing and implementing an investor relations programme or shareholder
communications policy for the Company; and
I1. Reviewing the adequacy and integrity of the Company’s internal control systems and
management information systems, including systems for compliance with applicable laws,
regulation, rules, directives and guidelines.
12. Approval of the annual budget and procurement plan.

XViil
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9. Management Discussion and Analysis

The company depends on two main schemes, Makindu and Kibwezi and each has other sources. In
Makindu the Company abstracted water from Kwa-Venge natural spring while in Kibwezi the water
was abstracted from Umani natural spring, Kambu river and Kambu spring. The total water
abstracted was two million one hundred eighty-six thousand nine hundred twenty-seven cubic meters
of water (2,186,927 M?) out of which the company managed to bill one million twelve thousand nine
hundred sixty-four cubic meters (1.012,964M?) which translated to 46.32% of the total water
produced. On the other hand, the company recorded a non-revenue water of one million one hundred
seventy-three thousand nine hundred sixty-three cubic meters (1,173,963 M?) which was 53.68%.
The diagram below is a summary of the water production and billing volumes during the year.
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During the financial year, the company billed Kenya shillings ninety-eight million seven hundred
Thirty-nine thousand two hundred and Thirty-one (KES. 98,739,231) from water sales and other
miscellaneous incomes. Further, the company collected Kenya shillings ninety-nine million three
hundred ninety-six thousand and nine only (KES. 99,102,834), which represented 100%. The
diagram below represents the billed and collected amounts for the period.
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The company was able to connect three hundred seventy-four (374) new customers with water
increasing the total number of customer connections from nine thousand seven hundred fifteen
(9,715) to ten thousand eighty-nine (10,089) at the end of the financial year. The number of dormant
and or inactive connections increased from three thousand six hundred twenty-three (3,623) to four
thousand one hundred thirty-nine (4,139) This was attributed to some customers being disconnected
for non-payment or lack of enough water to serve the existing customers in some parts of the service

arca.

The company has been compliant in the remittance of the statutory obligations; however, staff
deductions relating to SACCO, Pension, Workers™ union, micro finance and bank loans had not been
remitted in full. Water abstraction fees (WRA levies) were also outstanding by the end of the
financial year.

The company’s area of service is prone to rampant dry seasons which impacts negatively on the
water production resulting to reduced revenue. Further, some extend of the main water pipelines pass
through the Kenya Forestry area and wildlife majorly the elephants often uproot the water systems
causing the service interruptions. The main water systems are aged and are prone to frequent bursts
and leakages which causes high repair costs and water service interruptions to the customers.
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10.  Environmental and Sustainability Reporting

Kibwezi-Makindu Water and Sanitation Co. Ltd exists to transform lives. This is our purpose: the
driving force behind everything we do.

Below are the pillars under which we operate to sustain service to our customers.

i) Sustainability strategy and profile

The company is committed to ensuring availability and sustainable management of water and
sanitation for all as part of our obligation to SDG 6. Makueni County Government has been very
supportive to the company in creating new water sources to reduce pressure on the existing water
sources and increase our water coverage. The county government has undertaken to drilling of
boreholes and developing water dams to increase water supply to connect more customers to clean.
portable and adequate water.

ii) Environmental performance

The Company has progressively adopted initiatives that are geared towards environmental
conservation as part of our obligation to SDG 13 to combat Climate Change. We have maintained our
commitment to practicing afforestation and to the donation of tree seedlings to the community and
other stakeholders. The Company donated 2,000 indigenous tree seedlings and facilitated a how-to-
plant session during the national tree growing restoration campaign launch at KwaVenge Water
Intake in Makindu and UYI Dam. The company also has a Decentralised Treatment Plant that
ensures waste is disposed in an environment friendly way and at the same time affordable to our

customers.
Below are pictures of the National tree planting day
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iii) Employee welfare

We support our employees’ growth by providing opportunities for continuous professional
development. This helps them acquire new skills and stay competitive in a business world that is
constantly changing.

We have negotiated our first collective bargaining agreement (CBA) with Kenya Union of
Commercial. Food and Allied Workers (KUCFAW) for financial year 2025/2026 and 2026/2027
covering approximately 68% of our employees. The CBA in place has taken into consideration staff
welfare in terms of remuneration, salary increments, promotions, Work place safety and the general
welfare of members of staff.

Upholding human rights is a crucial part of our mission. We are dedicated to treating everyone
equally. without discrimination, and we adhere to international declarations and standards such as the
United Nations Universal Declaration of Human Rights and the ILO Declaration on Principles and
Fundamental Labour Rights. We actively combat practices like child labour, slavery, and torture. Our
employees are encouraged to express their opinions without fear of retaliation.

iv) Market place practices-

a) Responsible competition practice.

The company is in the business of supply of water and sanitation services which is regulated. The
tariff used is approved by the regulator after a thorough process involving stakeholders and public
engagements. The company promotes fair competition and respects competitors. Communication is
done to the winning bidders and at the same time to the unsuccessful bidders giving reasons as to

why they were unsuccessful.

b) Responsible Supply chain and supplier relations

The company being a public entity is guided by the Public Procurement and Disposal Act of 2015
and also the Public Procurement and Asset Disposal Regulations of 2020 in its procurement of goods
and services to ensure competitive bidding and quality products/services at the lowest rates are

realised.

¢) Responsible marketing and advertisement.

The service offered by the company does not involve marketing and advertisement of the services
rather the company stakeholder engagement is important. Stakeholder engagements and public
participation in key areas affecting services of the company such as tariff review, strategic and
business plan among others is done through customer/supplier sensitizations from time to time.

d) Product stewardship

Efficient delivery of services to our customers is a key area of the company. The aim is to sustain a
24-hour service with very minimal interruptions. This goal is achieved in most areas of our water

supply.
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The company has not fully met needs of our un served customers but efforts are being made to extend

service using own source revenue, resources from Makueni county government and Donors.

v) Corporate Social Responsibility / Community Engagements

The entity has contributed towards National Holidays celebrations at a cost of Kshs. 50.000 during
the year. Guided by Government directive on National tree planting campaign, the company
undertook the intiative of planting 2,000 trees on the National tree planting holiday hosted by the
President at Kiu wetland in Makindu which hosts our Kwa Venge springs. The company has also
supplied water bowsers to needy schools as a way of Corporate Social Responsibility. Below is a
picture of our bowser delivering water to Thange community after oil spillage.
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11.  Report of the Directors

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

June 30, 2025 which show the state of the company’s affairs.

i) Principal activities

The principal activities of the Company are supply of water and sanitation services.

ii) Results
The results of the company for the year ended June 30, 2025 are set out on page | below is summary

of the profit or loss made during the year.

iii) Dividends

The company has not declared dividends for the year ended 30June 2025 due to loss made in the year

iv) Directors
The members of the Board of Directors who served during the year are shown on page vi & vii in

accordance with Regulation of the company’s Articles of Association.

v) Auditors
The Auditor General is responsible for the statutory audit of the Company in accordance with Article

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

By Order of the Board

..........................................

. _
Name _[cgePH  TOW? (N[=
For: Company Secget?ry/Secretary to the Board

...................................
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12.  Statement of Directors’ Responsibilities

Section 164 of the Public Finance Management Act, 2012 and companies Act 2015 and section 14 of
the state Corporations Act, require the Directors to prepare financial statements in respect of that
Company, which give a true and fair view of the state of affairs of the Company at the end of the
financial year/period and the operating results of the Company for that year. The Directors are also
required to ensure that the Company keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Company. The Directors are also responsible for safeguarding

the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company financial
statements, which give a true and fair view of the state of affairs of the Company for and as at the end
of the financial year (period) ended on June 30, 2025. 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 disclose with
reasonable accuracy at any time the financial position of the entity; (iii) Designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) Safeguarding the assets of the Company; (v) selecting and applying appropriate

accounting policies; and (vi) Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the Company financial statements. which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates. in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act, 2012, water act 2016 and companies Act 2015)
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Statement of Directors’ Responsibilities (Continued)

The Directors are of the opinion that the Company’s financial statements give a true and fair view of
the state of Company’s transactions during the financial year ended June 30, 2025, and of the
Company's financial position as at that date. The Directors further confirm the completeness of the
accounting records maintained for the Company, which have been relied upon in the preparation of the

company financial statements as well as the adequacy of the systems of internal financial control.

In preparing the financial statements, the Directors have assessed the entity’s ability to continue as a

going concern.

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

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

Approval of the financial statements

3\ A f {
The company financial statements were approved by the Board on 34 { ‘ 2025 and
signed on its behalf by:
............... A
Name: Gideon Muange Name (ocp i
Chairperson of the Board Managing Director
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REPUBLIC OF KENYA

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KIBWEZI MAKINDU WATER AND
SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2025

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

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

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

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kibwezi Makindu Water and
Sanitation Company Limited set out on pages 1 to 47, which comprise of the statement

Report of the Auditor-General on Kibwezi Makindu Water and Sanitation Company Limited for the year ended
30 June, 2025

OFFICE OF THE AUDITOR-GENERAL P.O Box 30084-00100

| HEADQUARTERS
I Anniversary Towers
Monrovia Street
REPUBLIC OF KENYA I

NAIROBI



of financial position as at 30 June, 2025 and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kibwezi Makindu Water and Sanitation Company
Limited as at 30 June, 2025 and of its financial performance and its cash flows for the
year then ended, in accordance with International Financial Reporting Standards (IFRS)
and comply with the Water Act, 2016, the Companies Act, 2015, the County Government
Act, 2012 and the Public Finance Management Act, 2012.

Basis for Opinion
Variance between Ledger and Financial Statements Balances

The statement of financial position and as disclosed in Note 28 to the financial statements
reflect refundable deposits and prepayments balance of Kshs.17,885,800. However,
review of the customers’ deposits and prepayment ledgers revealed a balance of
Kshs.17,618,800 resulting in unexplained variance of Kshs.267,000.

In the circumstances, the accuracy and completeness of the refundable deposits and
prepayments balance of Kshs.17,885,800 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kibwezi — Makindu Water and Sanitation
Company Limited Management in accordance with ISSAI 130 on the Code of Ethics. |
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. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Emphasis of Matter
Budgetary Control and Performance
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