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Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
For the year ended June -10, 2019

KEY ENTITY INFORMATION
Background information
The Company was established pursuant to the Water Act 2002. It was incorporated on

25s August 2005. Ar County level. the Company is represented by the County Executive Committee
Member of Water, Environment and Natural Resources of the County Govemmenl of Kilifi. The

Company is domiciled in Kenya in Malindi Sub-county ol' Kilili County.

Principal Activities
The principal activity of Malindi Water and Sewerage Company is the Supply of Water to the

Residents of Malindi and Magarini sub-counties.

Vision
To be the most efficient Water and Sewerage Service Provider in East Africa

Mission
To provide sufficient high-quality water and efficient sewerage services in the most cost-effective
\ray that exceed our customers' expectations.

Directors

The Directors who served the entity during the yearlperiod were as follows:

Name Position ADDointment Date

l.
2.

3.

4.
5.

6.

7.

8.

9.

10.

I l.
12.
13.

Anderson Kasiwa
Gerald Mwambire
Barka Ali
Anthony Chutta
Thurea Tora
Loice Wanje
Maureen Obunga
Ben Kai
Samuel Ngari
Felix Charo
Stanley Ndenge
Benjamin Shollo
Christine Karani

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

Appointed on 56 March 2019.
Appointed in 201 8

Appointed on 5n March 2019
Appointed on 51h March 2019
Appointed on 5ft March 2019
Appointed on 51h March 2019
Appointed on 5th March 2019
Reappointed on 5th March 2019
Reappointed on 5th March 2019
Reappointed on 5rh March 201 9

Lefi on 5'h March 2019
Left on 5th March 2019
Left on 5rh March 2019

lt

Core values
The core values ofthe Company are:

- Customer focus
- Innovativeness
- lntegrity
- Team work
- Excellence
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KEY ENTITY INFORMATION (Continued)

Corporate Secretary

Mwangi and Mwaura Advocates
Kipro Centre,
66 Floor. Westlands
P.O. Box 26513-00504
Nairobi. KENYA

Registcred Officer

Malindi Water and Sewerage Co. Ltd
Water Road.
Next to County Assembly of Kilifi
P.O. Box 4l 0-80200
Malindi. KENYA.

Corporate Headquarters

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

Corporate Contacts

Telephone: (254) 423 I 037

E-mail: infogmalindiwater.co.ke
Website: www.malindiwater.co.ke

Kenya Commercial Bank
P. O. Box 9- 80200
Malindi. Kenya.

Equity Bank Limited
P. O. Box 1800-80200
Malindi, Kenya.

Post Bank of Kenya
P. O. Box
Malindi, Kenya.
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Corporate Bankers
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Independent Auditors

Audi
Olllce of Auditor General
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P.O. Box 3 8.1

coP 001

Nairobi.

Principal Legal Advisers
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State
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For the year ended June 30, 2019

THE BOARD OF DIRECTORS

I Director Anderson Kasiwa, Chairperson of the board of directors was

bom on l't April 1974. He was appointed on 5s March 2019. He has vast

experience in the Hospitality Industry having worked in different
capacities. He holds a Bachelors' Degree in Arts from lJniversity of
Nairobi. He represents Business Community in the board of directors.

I

Director Barka Ali, Chairperson Finance and planning, was bom on 24th

December 1972. She has a Diploma in County Govemance and

Management from Kenya College of Accountants University (KCA
University). She represents Women Group in the board of direclors

Director Felix Ngumbao Charo. member Finance and Planning
Commitlee and Human Resource and Administration Committee was

born on 2lst January 1971. He holds a Bachelors' degree in Arts
majoring on religion and a Diploma in Theology. He represents the

Residents Association in the board of directors

Anthony Kadenge Chutta, member Audit and Risk Management

Committee was bom on l9th November 1956. He is a graduate lrom
Shanzu Teachers College as an educationist and an administrator. He

represents Professionals in the board of directors

Thurea Simai Tora, Chairperson Audit and Risk Management
Committee, was bom on 9th January 1986. She holds a Diploma in
Banking and Computer Operations. She represenls Women Organization
in the board of directors

Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
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Mr Gerald Mwambire was born on l3th August 1972. He was appointed

the Managing Director in 2018. He holds a Bachelors' degree in

Commerce from Kenyatla University

D
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Loice Nyarula Wanje, Chairperson Human Resource and Administration
Committee member was bom on 3rd September 1986. She holds a
Bachelors' Degree in Business Management. She represents Youth in the

board of directors
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Maureen Awour Obunga, Member Human Resource and Administration
Comnrittee member. She was born on lTth August 1982. She is a

Certified Public Accountanl wilh vast knowledge in the Hospitality
Industry. She represents Hotel Industry in the board ofdirectors.

t
)

Mr Ben Kai was born in November 1973. He is the County Govemment
of Kilifi Chief Officer Finance. Reappointed on 5'h March 2019 as a
director. He holds a Bachelors' Degree in Commerce and a Certified
Public Accountant. He represents County Govemmenl of Kilifi Finance

Department in the board of direclors

*

Mr Samuel Kombe Ngari. He is the County Govemment of Kilifi Chief
Officer for Water. Reappointed as a Director in 5th March 2019. He holds

a Bachelors' of science degree in Agricultural Engineering. He represents

the County Government of Kilifi Water and lrrigation Department in the

board of directors

Caroline Gladwell, Advocate of the high Court, Secretary lo the Board of
Direclors. She was appointed in March 2019

L.:
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MANAGEMENT TEAM

Mr Gerald Mwambire is the Managing Director. He holds a

Bachelors' degree in Commerce from Kenyatta University

Engineer Isaac Chibule is the Technical Manager. He holds a BSc

degree in Water Engineering from Kenyatta University and a
Maslers' degree in Project Planning and Management at the

University of Nairobi. He is also the Technical Services Manager

Mr Seith Baya is the Finance Manager. He holds a Bachelors' degree

in Business Administration: he is a Certified Public Accountant
CPA. (K) and a Certified Public Secretary CPS

Mrs Fella Nawiri is the Human Resource Manager. She holds a
Bachelors' degree in Business Administration (HRM) Human

Resource.

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

degree in Business Managemenl. He is a Certified Public Accountant

Caroline Gladwell, Advocate ofthe high Court. Secretary to the

Board of Directors. She was appointed in March 2019
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CHAIRMAN'S STATEMENT

Malindi Water and Sewerage Company Limited continued to register remarkable progress in its
pursuit to serve the people in its area of mandate. In the year under review, significant progress was

realised in the increase in network coverage and customer base.

The total turnover increased compared to the previous year, atlributable to the increase in covcrage of
the area under jurisdiction. In addition, there was a marked increase in the production and

distribution of water levcls compared to the last financial year.

'fhe Company has continued working closely with development partners in the pursuit to realize its

strategic plan. These include the World Bank. Water Services 'Irust ["und. Vitens F.vides

International, the County Covcrnment of Kilifi and CDF. This partnership has resulted in the

improvemont of Water and Sanitation Services in both Malindi and Magarini which are within our
areas ofjurisd iclion.

During the financial year. the unrelenting support received from the County Covernmcnt of Kilifi
enabled the Company increase its service area in a lremendous way. We appreciate and look forward
to continued support in (his.

Cod hless MAWASCO and Kilifi County.

An asl\\,4
erson lJoard ol' [)ircctors(
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For the vear endcd.lunc 30,2019
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OVERALL PERFORMANCE OF THE COMPANY AND ECONOMIC OUTLOOK
'I'here was an improved scrvice provision in the financial year under review despite the difficult
trading environment the Company faced. During the year, the Company's revenue conlinued largely

to depend on the tourism sector. The effecls of the lravel advisories and the low tourism sector

performance adversely alfected the targel perfonrance despile the slight improvement in performance

cornparcd to last financial year.

During the period, rhe KISIP Project which entailed l2.2km ofdistribution pipelines, construction of
lNo Water Kiosk. l0 No Water yard-l'aps and 3No. Ablussion block at Kibokoni Secondary School

were completed. Other projccts that were at an advanced stage include the Kakuyuni Kilifi and

Gongoni pro.iects which are being undertaken by the National (iovernment in MAWASCO. The

county govemment of Kilifi under look several interventions to make water accessible to all residcnts

within Malindi and Magarini area of operations.

COMPANY'S STRATEGIC PLAN
'fhe Company embarked on implementation of the Strategic plan which spans for five years starting

from 2019 to 2024. The plan embraces the aspirations of the County Covernment of Kilifi on its
vision for provision of clean watcr to the pcople of Kilifi. The strategic plan also focuses on

providing warer to the North ol Malindi mainly the Sabaki Congoni Area with the partnership of the

World Bank group. 1'he Proiect is at an advanced stage.

CHALLENGES
'fhe Company is currently I'accd with a challenge in provision of its mandate due to the high cost of
powe r as it is mainly a pumping system. 1'his has adversely contributed to the high cost of'production
per cubic mcter of water compared to olher water Companics that use Sravity systems. The Company
is also faced with a challenge on dispensation of ils mandate in managing Sewerage Services since

Malindi has no established sewerage system. Studies have been madc and some donors have

indicated willingness to address the sewerage challengc. 'fhe Company has been faced with a

challenge since inception in 2006 in providing water to the hinterland of Magarini Constituents

nearing 150.000 people. 1'here is a challcnge in operation and maintenance of the dilapidatcd

infrastructure bearing that this is a rural scheme. Elforts are underway to address the above

ch clt

( icrald Mwanrbirc
Marraging l)irector

t\

Nlalintli Watcr and Senerage Companl' Limited

Arrnual Rcports and Financial Statcments

MAJOR WATER AND SANITATION PROJECTS UNDF:,RTAKEN I}Y THE COMPANY
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CORPORATE GOVERNANT'E STATEMENT

The role of the Board of Directors is to determine the Company's policy and strategy. to monitor the

attainment of company objeclives and ensure that the company meets its obligations to its customers,

stakeholders and shareholders. The Board is also responsible lbr overseeing the company's intemal

control systems designed to sal'eguard the company's assets and to ensure the reliability of the

financial information provided by the company. The Board has 3 committees namely:

(a) Finance and Administration Committee
(b) Audit Committee.
(c) Human Resource Committee

FINANCE PLANNING AND ADMINISTRATION COMMITTEE
The Finance and Administration Committees main duties are to ensure that Company's budget is

prepared, approved and enlbrced, that there is harmony within the staff members, that there is human

resource planning, and thal there are policies on Human Resource and to review and, Set appropriate

performance targets. The Committee is responsible lbr reviewing and setting medium- and long-term

strategic directions and financial prudence. The Committee includes all aspects of projects planning

as all projects will require Planning & Financing.

AUDIT AND RJSK COMMITTEE
The main duty of the Intemal Audit Committee is to ensure that the systems of intemal controls are

effectively administered. The committee defines the responsibilities of the lntemal Auditors and to

review and recommend to the Board the approval ol'interim financial results and annual financial

statements. The Internal Audit is a department operating independently of other departments and

sections of the Company.

\

HUMAN RESOURCE COMMITTEE
Due to an increase in the Company's activities, the Board however identified the need for introducing

a Human Resource Commiflee rvhich shall clearly define the Company's organizational structure

tvithin which individual responsibilities are defined in relation to the Company's mandate- The

structure will be complemented by documenled policies. The Committee will deal with
appoinlments, dismissal, conl'licts, dispute, promotion and demotion.

During the year under review the board of directors held an Annual General Meeting where there was

retirement of directors and reappointmenl of new directors to hold office for a period of three years.

The directors hold meetings in accordance to the board charter which requires review in every quarter

of the financial year. The new board of directors were taken through an induction process and later

signed code of ethics before taking up their roles as directors.
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Operational and financial Performancc

Number of Consumer Accounts Billed
The number of consumer accounts continued to increase steadily largely aftributable to the new
pipelines provided by the minor works improvement.

Total Number ol' Consunrcr Accounls

Accounls On Supply l\lew Con-

Paid For

Tolal A/C
ofi

Supply ^JCs 
Of,

Supply

T6rm-
inatod. Ofl

Supply

Tolal ANALYSIS

Reading
Estimald
Reading

% Est-
imated

o/o On
Supply

%ofl
Supply

AE FY 2017118 18.756 20,583 148 6.973 2.185 29.741 89% 69_20/o 1.60/o 7 _30/o

A€ FY 2018/19 20 259 22,1',lo 171 I 449 7 068 2.421 31.599 a 4yo 69.90,6 1_Ao/o

Water Production and Billing Efficiency
There was a increase in water production and sales in the financial year under review compared to the
previous year. The non-revenue water loss reduced compared to the last financial year as a result of
concerted efforts by the management. The Company has partnered with other development Agencies
to improve on the loss. Despite the increase in production the supply was below the demand in the
service area.

Water illin E lllc ienco

t\,4onth/Period Water Production Water Sales Billing Efficiency
Unaccounted for water

(Un/V)

3 o/o

Iolal Fy 2017118 6,677,094 4.583.399 69.0%

Total Fy 2018/19 6.817.236 4,917,O99 12.40/. 2A%

Notei Unaccounted for Water = 100 % (production) less billing efficiency less accounted for losses (AfW)

Note (') ArW = Accounted for Water (but not billed e.g. llushing, measured overnows, bursts, etc.)

Revenue and Collection Efficiency
There was an increase in total billing and collection efficiency in the current financial year compared
to last year. The management has formed a revenue collection unit and is expected to improve the

efficiency even more from the arrears.

Revcnue Collection an ollecl ion E lliciencvd C

Period
AlLUNG lKShsl COI-l-ECIION (KShr) Collection

E{Jic'y

fotalBillins
Avera8e
Tadfi

xshs/m3

Av8

Tot Total

Sum FY

2017 /1A
396,411,232 73.126,700 4,737,370 47a337,242 86.s0 20,14r 403,492,174 8,737,310 472,229,488 98.s%

Sum FY

201Al19
452,O44,756 74,147,100 11,415,381 5U,821,392 9194 22,416 475,3S8,096 12,006,627 487,364,777 96 5%

\t

NIANAGEIlTENT DISCUSSION AND ANAL}'SIS

1,827 9.158

310/o



Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
For the vear ended June 30, 2019

Compliance with statutor]' and other financial obligations

- Service Provision Agreement

The Company operates under a Service Provision Agreement with the Coast Water Services Board

which approved by the regulator. The renewal process for the service provision agreement for the

period July 2019 to June 2024 is underway and is expected to be completed in the first quarter ofthe
2019/20 financial year.

- Tariff Regime
The Company operates a tariff regulated and gazetted by Water and Sanitation Regulatory Board

which is gazetted for operation for a specified period. The current tariffwas renewed in October 2017

for a period of 3 years.

Major risks facing the Company
- Non cost recovery lariff

The Company is currently operating using the reviewed tariff. The management is focused on clearing

the back log on supplier payments as well as operate at an oplimal currenl level. This may delay the

gains intended to be achieved in the new tarifl'.

- Negative working cash-flow
The Company operated on a negative cash flow for the period under review which made it difficult to

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

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

increasing revenue collection and increasing customer base by venturing in areas thal were previously

under served.

- Closure of major customers in the operation area

The Company relies heavily on major customers who include the Hotels in generating revenues to

crgss subsidise the lower income customers. With the closure of the major hotels, the revenue streams

have reduced lorcing the managemenl to review the tariff model in order to sustain the financial

operations in the Company. The major hotels are now subdividing the units to sell them ofT to

individuals as domestic apartments hence moving from commercial enterprises to domestic tariff
band.

- Non- Revenue Water lncrease

The management is concerned with the increase in non-revenue water loss as a result of life-expired

pipelines and poor work man-ship in projects being handed over by stakeholders. These poorly

supervised projects have become a big source of water loss leading Io Non-Revenue water loss

increase. The management has of hydrologically isolated the service area into district metering areas

for easy of management of the water loss. The management has also requested to be enjoined in the

supervision ofthe water development projects in the area.

rll
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CORPORATE SOCIAL RESPONSIBILITY STATEI\IENT

The Company remained a socially responsible corporate citizen by conducting ils business in a

socially acceptable and responsible manner. The company contributed and participated in various

forums at the county and sub-county level that include;

HIV /AIDS SENSITISATION
The company has taken active pa(icipation in sensitizing the community within its area of mandate

against the spread ofthe HIV/AIDS scourge. The company organized for and conducted sensitization

campaigns at various stake holder engagement forums within the area ofjurisdiction

ESTABLISHMENT OF THE PRO-POOR UNIT
The company has been keen to provide water and sanilation services to the pro-poor residents of
Malindi sub-county and its environs. ln response to this, MAWASCO has established a pro-poor unit

tasked with the responsibility of developing appropriate stralegies for effective services delivery to

the poor.

Llll

WOMEN EMPOWERMENT
MAWASCO has faken an active role in empowering women in the provision of water and sanitation

services through conducting workshops lbr women Water operators. This has improved women skills

in Management of Water and Sanitation Services al the community levels. This is in tandem with the

concept of Gender Mainstreaming in the water secton a program MAWASCO is implementing with

Coast Water Services Board and the World Bank - WSP.
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RIt P()R'r ()F',il1 li l)l llu("|'()lls

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

June 30.2019 which show the slate of the Malindi Water and Sewerage Company Limited's aflairs.

Principal activities
The principal activities olthe entity are the Supply of Water to the Residents ol'Malindi and Magarini
suh-counties-

Results
The results of the entity for the year ended June 30, 201 9 are set out on page I . The results show a ne1

loss of Ksh 10,044,658.00

Dividends

The Directors do not recommend the payment oldividends for the financial year 2018/19.

Directors

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

accordance with Regulation of the Memorandum and Articles oi Association of the Company, three

directors resigned and were not eligible for re-election.

Auditors

The Auditor General is responsiblc fbr the statutory audit olthe Company in accordance with Article
229 olthc ('onstilution ol'Kenya and the Public Audit Acl 2015.

Bv Order ol'the Board

Carol tlrr cll angarlit
Corporat
Malindi

ccrelary

l)atc

\t\
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The Pubtic Finance Managemenl Act, 2012 and the Slale Corporations Act. require thc Directors 1()

prepare financial statements in respect of Malindi Water and Seweragc Company l-td. which give a true

and lair view ol- the state of aflairs of Malindi Water and Sewerage Company Ltd at the end of the

financial year endcd 30 June 2019 and the operating results of Malindi Water and Sewerage Company

for year cnded 30 Junc 2019. The Directors are also required to ensure that Malindi Water ard
Sewerage Company Ltd keeps proper accounting records which disclose with reasonable accuracy the

financial position of Malindi Water and Sewerage Company Ltd. The f)irectors are also responsible Ibr
safeguarding the assets olthe Company.

The Directors are responsible fbr the preparation and presentation ol' Malindi Water irrrd Sewerage

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

lbr and as at the cnd of the linancial year ended on June 30,2019. 'fhis rcsponsibility includes: (i)
maintaining adequate llnancial management arrangements and ensuring that these continue to be

efl-ective throughout the reporting period; (ii) maintaining proper accounting records, which disclose

with reasonable accuracy at uury time the llnancial position of the entity; (iii) designing. implementing

and maintaining intemal controls relevant lo the preparation and f-air prcscntation ol'the financial

statcments. and ensuring that they are free lrom material misstalcments, whether due to error or fiaudl
(iv) salbgunrding the asscts ofthe Company: (v) sclecting and applying appropriate accounting policiesl

and (vi) mr*ing accounting eslimates that are reasonable in the circumstances.

The Directors acccpt responsibility lbr MAWASCO'S financial statenlents, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

conltrrmity with Intemational Financial Reporting Standards (lIrRS). and in the marner required by the

PF'M Act and the State Corporations Act. I'hc Directors are olthe opinion that MAWASCO'S financial

statcments give a true and fair view ol'the slate ol its transaclions during thc financial year endcd .lune

30. 201 9. and of the {inancial position as at that date. The Directors lurther conflrm the completencss ol'
the accounling records maintaincd for MAWASCO, which hal'e been rclied upon in the prcparation ol'
the its financial stalements as welI as the adequacy olthe systems of intemal linancial control.

Nothing has comc to the attention ol'the Dircctors to indicate that MAWAS('O will not rcmain a going

concem for at leasl the ncxt t\4'clve months liom thc datc olthis statement. 'l he Directors note thal the

Contpany reported a negativc working cash llow as a resull ofthc non-cosl rccovery tarill. A new tarill'
was put in place in October 2017 with the nrain creditor agreeing to extcnd thc repaynrent pcriod.

Approval of thc financial statcments

'l hc ('ompanl's llnancial statcntcnts uert'appnrvcd h1 thc []oard on 2() August l0l9 and signcd on its

I

E

l)ir l)ircctor I)ircctor

sTA'f EM IiNT O F Dl li.ECl-O lts' ltIlSPONSI B l l. ll' l LS

behall'b1 :
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GE'{ERAL

En ho nci n g .4 ttttnt a hi I i tr'

HEADqUARTER5
Anniversary Towers

Monrovia Street
P.O. Box ,ooE4-ooloo

NAIROBI

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Malindi Water and Sewerage
Company Limited set out on pages 1 to 38, which comprise of the statement of financial
position as at 30 June,2019, statement profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and the statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I

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

ln my opinion, except for the effects of the 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 the Malindi Water and Sewerage Company Limited as
at 30 June, 2019, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards, and comply with
the Water Act, 2016 the Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1, Non0isclosure of Material Threat Related to Going Concern

The statement of profit or loss and other comprehensive income reflects a loss of
Kshs.'10,044,658. This resulted to a cumulative retained deficit of Kshs.358,794,307. ln
addition, the statement of financial position reflects total current liabilities of
Kshs.624,459,102 which exceeds the total current assets balance of Kshs.231,851,690
resulting to a negative working capital of Kshs.392,607,412. As previously reported, this
is an indication that the Company is experiencing financial difficulties in settling financial
obligations as and when they may fall due. The Company is therefore, technically
insolvent and its survival is dependent on continued financial support from the County
Government and its creditors.

2. lnaccuracies in the Financial Statements

A review of the financial statements for the year ended 30 June, 2019 revealed that the
statement of comparison of budget and actual amounts reflects actual investment
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expenditure (acquisition of assets) of Kshs.13,573,070 while the corresponding Notes 14
and 15 respectively, reflect nil additions to property, plant and equipment and intangible
assets additions of Kshs.2,838,769, resulting to an un-reconciled or explained difference
of Kshs.10,734,301.

Further, the statement of profit or loss and other comprehensive income reflects
amortization of intangible assets of Kshs.567,754 while the re-computed figure is
Kshs.946,256 resulting to unexplained and unreconciled variance of Kshs.378,502.

ln addition, the statement of comparison of budget and actual amounts reflects total actual
expenditure of Kshs.504,953,310 while the statement of profit or loss and other
comprehensive income reflects actual expenditure of Kshs.330,454,178, resulting to
unreconciled and unexplained variance of Kshs.174,449,1 32.

ln the circumstances, the accuracy, completeness and validity of the financial statements
for the year ended 30 June, 20'19 could not be confirmed.

3. Unsupported Property, Plant and Equipment

Further, Management carried out a revaluation that was completed on 20 June, 2019.
However, details of what is owned by Coast Water Works Development Agency and the
Company together with their ownership documents were not availed for audit review.

ln addition, assets purchased during the year valued at Kshs.13,622,724 were not
depreciated with an amount of Kshs.1,820,895 contrary to the Company's depreciation
policy.

Consequently, the accuracy, valuation and ownership of property, plant and equipment
balance of Kshs.549,470,431 reflected in the statement of assets and liabilities as at
30 June, 2019 could not be confirmed.

4. lnaccuracies in Trade and Other Receivables

As disclosed in Note 18 to the financial statements, the statement of financial position
reflects trade and other receivables balance of Kshs.192,531 ,563. However, the
supporting schedules reflected a balance of Kshs.205,212,040 resulting to unreconciled
variance of Kshs. 1 2,680,477.

Consequently, the accuracy completeness and validity of trade and other receivable
balance of Kshs.192,531,563 reflected in the statement of financial position as at
30 June, 2019 could not be confirmed.

a
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As disclosed in Note 14 to the financial statements, the statement of financial position
reflects property, plant and equipment balance of Kshs.549,471,431. The balance
includes transfers/adjustments of Kshs.18,313,354 to plant and machinery relating to four
(4) projects whose certificates of completion of the as well as handing over reports were
not availed for audit review.



5. Unsupported Non-Current Receivables

As disclosed in Note 16 to the financial statements, the statement of financial position
reflects non-current receivables comparative balance of Kshs.S7,134,125 in respect of
debtors' balances inherited from Coast Water Works Development Agency at the
inception of the Company. Note 28 to the financial statements reflects non-current
payables of the same amount being debt balance inherited from Coast Water Works
Development Agency at the inception of the Company. However, no documentary
evldence was provided for audit review in support of this balance.

Further, the statement reflects nil non-current receivables balance with a disclosure in
Note 16 that the same have been reclassified under trade and other receivables.
However, Note 18 to the financial statements reflects trade and other receivables balance
of Kshs.192,531,563 which has decreased by Kshs.357,950 from the previous year's
balance of Kshs.192,889,513 without reclassifications.

Consequently, the accuracy, completeness and validity of non-current receivables
balance as at 30 June, 2019 could not be confirmed.

6. Unsupported Share Capital Receivable

As previously reported and disclosed in Note 19 to the financial statements, the statement
of financial position reflects authorized share capital of Kshs.5,000,000 divided into 5,000
shares of Kshs.1,000 each, all issued to County Government of Kilifi but which had not
been paid for as at 30 June, 2019.

ln the circumstances, the validity of share capital of balance of Kshs.5,000,000 reflected
in the statement of financial position as at 30 June, 2019 could not be confirmed.

7. Unsupported Customer Deposits Receivable

As disclosed in Note 20 to the financial statements, the statement of financial position
reflects customer deposits receivable balance of Kshs.8,443,600 being deposits for the
existing customers which were taken over from Coast Water Works Development Agency
when the Company was incorporated. However, as previously reported, no schedule was
provided, for audit review, to support the balance.

Consequently, the accuracy and validity of customer deposits receivable balance of
Kshs.8,443,600 as at 30 June, 2019 could not be ascertained.

8.0 Trade and Other Payables

As disclosed in Note 29 to the financial statements, the statement of financial position
reflects trade and other payables balance of Kshs.506,029,445. The following
observations were made:

8.1 Trade Payables

lncluded in the balance is trade payables balance of Kshs.452,394,283 due to Coast
Water Works Development Agency. However, records and financial statements for Coast
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Water Works Development Agency as at 30 June, 2019 reflect an amount of
Kshs.531 ,332,877 as due from the Company, resulting to an unreconciled variance of
Kshs.78,938,594. Further, included in this balance is Kshs.3,734,863 in respect of tax
payable whose supporting schedule was not provided for audit review.

Consequently, the accuracy, completeness and validity of trade and other payables
balance of Kshs.506,029,445 reflected in the statement of financial position as at
30 June,2019 could not be confirmed.

As disclosed in Note 22 to the financial statements, the statement of financial position
reflects cash and bank balance of Kshs.17,658,611. Included in this balance is operations
bank account balance of Kshs.7,686,1 77. However, the supporting bank reconciliation
statement as at 30 June, 2019 reflects reconciled cashbook balance of
Kshs.1,513,623.76, resulting to an unreconciled variance of Kshs.6,172,553.24.

As a result, the accuracy and completeness of the cash and bank balance of
Kshs.17,658,61 'l reflected in the statement of financial position as at 30 June, 2019 could
not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Malindi Water and Sewerage Company Limited
Management in accordance with ISSAI '130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the lSSAls 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.
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8.2 Unsupported Reclassification of Non-Current Payables

The comparative for Note 28 to the financial statements reflects non-current payables
balance of Kshs.57,134,125 as at 30 June, 2019. This is in respect of creditors' balances
inherited from Coast Water Works Development Agency at the inception of the Company.
The comparative for Note 16 to the financial statements indicates non-current receivables
of the same amount as the credit balance inherited by the Company from Coast Water
Works Development Agency at the inception of the Company. However, no documentary
evidence was provided for audit review in support of this figure.

Further, non-current payables balance for the current year is nil with a disclosure in
Note 2B that non-current payables have been reclassified undertrade and other payables.
However, Note 29 to the financial statements reflects trade and other receivables balance
of Kshs.506,029,445 as at 30 June, 2019 and which has gone down by Kshs.3,195,891
from the previous year's balance of Kshs.509,225,336.

Therefore, the reclassified non- current payables amount of Kshs.57,'134,125 in these
financial statements could not be ascertained.

9. lnaccuracies in Bank and Cash Balances



Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.563,391 ,183 and Kshs.481 ,903,337 respectively
resulting to an under-funding of Kshs.81,487,846 or 14o/o of the budget. Similarly, the
statement reflects final expenditure budget and actual on comparable basis of
Kshs.526,452,858 and Kshs.504,953,310 respectively resulting to an under expenditure
of Kshs.21,499 ,548 or 4o/o of the budget.

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

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury's Circular Ref: PSASB/1l12Vo\.1(44) of 25 June, 2019.

Other lnformation

The Board of Directors is responsible for the other information. The other information
comprises the Company's information, corporate governance and the report of Board of
Directors as required by the Companies Act, 2015. The other information does not include
the financial statements and the 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 conclusion thereon.

ln connection with my audit of the Company's financial statements, my responsibility is to
read the other information and, in doing so, consider whether the other information is

materially inconsistent with the financial statements or the knowledge obtained in the audit,
or otherwise appears to be materially misstated. lf, based on the work I have performed, I

conclude that there is a material misstatement of this other information, I am required to
report that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
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Conclusion

As required by Article 229(6) ol the Constitution, based on the audit procedures performed,
except for the matters described in the Basis for Conclusion on LaMulness and Effectiveness



in Use of Public Resources section of my report, I confirm that, nothing else has come to my
attention to cause me to believe that public resources have not been applied lawfully and ir

an effective way.

Basis for Conclusion

1 . Non-Compliance with Non-Revenue Water Guidelines

During the financial year under review, the Company produced a total of 6,817,236 cubic
meters (M3) of water. However, out of this volume, only 4,917,099 cubic meters (M3) of
water was billed to customers as consumed. The balance of 1,900,137 M3 which is
approximately 28% of water produced represented unaccounted for water (UFW). The
UFW of 28% was over and above the allowable loss of 25% by 3% according to Water
Services Regulatory Board (WASREB) guidelines. The non-allowable unaccounted for
water of 204,517 M3or 3% may have resulted in loss of sales estimated at
Kshs.18,803,293 at a rate of Kshs.9 t .94 per cubic meter. No explanations have been
rendered for the high NRW and measures being put in place to comply with guidelines.

Consequently, the Company is in breach of the guidelines.

2. lrregular Staff Training Expenses

As disclosed in Note 10 to the financial statements, the statement of profit and loss and
comprehensive income for the reflects a balance of Kshs.329,886,424 in respect of
administration costs which includes a balance of Kshs.1 ,860,159 under staff training
expenses. However, the training work plan and training needs assessment were not
provided for audit review.

Consequently, the validity and propriety of the expenditure of Kshs.1,860,159 on staff
training for the year ended 30 June, 2019 could not be confirmed.

3. Non-Remittance of Retirement Benefits Obligations

Note 33 to the financial statements reflects retirement benefits obligations balance of
Kshs.72,515,460. Records provided for audit review indicated that the Company
cumulatively held pension contributions amounting to Kshs.90,467,524 but remitted only
Kshs.17,952,064, leaving a balance of Kshs.72,515,460 as at the end of the year.
However, the Management has not justified the non-remittance of the deductions,
contrary to Section 53A (1) of the Retirement Benefits Act, 1997 revised in 2017 that
requires an employer to remit employee's pension emoluments within fifteen days of the
deduction. Further, non-remittance of the funds attracts an interest of 3o/o of the amount
payable. However, the management has not provided for the possible interest or penalty
of 3% in these financial statements.

Consequently, the Management is in breach of the law
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4.0 Delayed Projects

4.'l Construction of a Hybrid Decentralized Treatment Facility

Review of the Company's records revealed that the Company awarded a contract for
construction of a hybrid decentralized treatment facility to a firm at a contract price of
Kshs.6,885,048.07. The works commenced on 10 August,2017 with the expected
completion date of 31 May, 2019. The Company made an advance payment of
Kshs.1 ,994,468 on 3 May, 2019 for works certified under lnterim Certificate one (1) o'f 27
April, 20'19 for Kshs.2,437,402. However, physical verification of the project in the month
of December, 20'19 revealed that the project had stalled at foundation level. Documentary
evidence to confirm termination of the contract, in line with Clause 18.1 of the contract
agreement which stated that 'the employer of the contractor may terminate the contract if
the other party causes a fundamental breach of the contract and includes the contractor
stopping work for thirty (30) days continuously without reasonable cause or authority from
the employer's representative' was not provided for audit review.

Further, the performance bond of Kshs.6BB,504, being 10% of the contract price which
was issued by the contractor expired on 16 April, 2019 and had not been renewed. This
is contrary to Section 142(2) oI the Public Procurement and Asset Disposal Act, 2015
which states that 'in case the contract is not fully or well executed, the performance
security shall unconditionally be fully seized by the procuring entity as compensation
without prejudice to other penalties provided for by the Act'.

ln the circumstances, the residents of Kilifi County did not get value for money totalling
Kshs.1,994,468 spent on the project for the year ended 30 June, 2019 and the
Management was in breach of the law.

4.2 lnstallation of Decentralized Treatment Facility

Audit review of available records indicated that the Company entered into a contract with
a firm for installation of decentralized treatment facility equipment at a contract price of
Kshs.1 1 ,485,000. The project commenced on 4 August, 2018 and was supposed to be
completed by 3'l July, 2019. However, the following observations were made:

i. The contractor was paid Kshs.4,594,000 on 1 February, 2019, being advance
payment of forty percenl (40To) of the contract sum, contrary to Section 147(1) of
the Public Procurement and Asset Disposal act, 2015 which states that 'Under
exceptional circumstances advance payment may be granted and shall not exceed
twenty per cent (20 %) of the price of the tender and shall be paid upon submission
by the successful tenderer to the procuring entity of an advance payment security
equivalent to the advance itself and that security shall be given by a reputable bank
or any authorized financial institution issued by a corresponding bank in Kenya
recognized by the Central Bank of Kenya, in case the successful tenderer is a
foreigner'. the advance payment security was not provided for audit review.

ii. During physical verification on 3 December,2019, it was noted that no work had
been undertaken despite the advance payment of Kshs.4,594,000 made on
1 February 2019, a delay of eleven (1 1 ) months.
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t The performance bond of Kshs.1,148,500 issued by the contractor expired on 23
April, 2019 but had not been renewed at the time of the audit inspection. Thus, the
project could not be executed, contrary to Section 142 (2) of the Public Procurement
and Asset Disposal Act, 2015 which provides that 'in case the contract is not fully or
well executed, the performance security shall unconditionally be fully seized by the
procuring entity as compensation without prejudice to other penalties provided for
by the Act'.

ln the circumstances, the residents of the County did not get value for money totaling to
Kshs.4,594,000 spent on the project for the year ended 30 June, 2019 and the
Management was in breach of the law.

5. lrregularDirectors' Emoluments

Review of records revealed that an amount of Kshs.1 ,725,133 was paid as sitting
allowances to Board Members for attending meetings. However, minutes of the meetings
were not provided for audit review, contrary to the Code of Governance for State
Corporations Paragraph B (e) which provides that'minutes for every Board or committee
meeting and resolutions highlighted must be drawn'.

Consequently, the propriety and validity of directors' emoluments of Kshs.1,725,133 for
the year ended 30 June, 2019 could not be ascertained.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I comply
with ethical requirements and plan and perform the audit to obtain assurance about whether
the activities, financial transactions and information reflected in the financial statements are
in compliance, in all material respects, with the authorities that govern them. I believe that
the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Effectiveness of
lnternal Controls, Risk Management and Governance section of my report, I confirm that,
nothing else has come to my attention to cause me to believe that internal controls, risk
management and overall governance were not effective.

Basis for Conclusion

Long Outstanding Receivables

lncluded in the receivables balance is Kshs.137,852,599 which had been outstanding for
more than 120 days. However, the entity is yet to develop a debtor's collection strategy
on how to improve efficiency in collections or recoveries of the debts.

Reporl of he Auditor-General on Malindi llater and Seteerage Company Limiledlor lhe tedr ended 30 June, 2019
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ln the circumstances, it has not been possible to confirm existence of effective debt
collection measures at the Company.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015, except for the matters under the Basis for
Qualified Opinion, Other Matter, Basis for Conclusion on LaMulness and Effectiveness in
Use of Public Resources and Basis for Conclusion on Effectiveness of lnternal Controls, Risk
Management and Governance sections of my report, I report based on my audit, that:

(i) I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of my 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 Directors and Board of Directors

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions of
Section 48 of the Public Audit Act, 20'1 5 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 in compliance
with the authorities that govern them and that public resources are applied in an effective
way, in accordance with the provisions of Article 229(6) of the Constitution and submit the
audit report in compliance with Article 229(7) ot the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness of
internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of the
internal control would not necessarily disclose all matters in the internal control that might be
material weaknesses under the lSSAls. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their
assigned functions.

Because of its inherent limitations, internal control may not prevent or detect misstatements
and instances of non-compliance. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies and procedures
may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional judgement
and maintain professional skepticism throughout the audit. I also:

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

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

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

c
AUDITOR-GENERAL

Nairobi

10 November, 2021

lcommunicate 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 control that are identified during the audit.

Na

The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.
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Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
F'or the ycar endcd June 30, 2019

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR

THE YEAR ENDED 30 JUNE 20I9

2O1A/2019 zotT 12078

Ksh s Kshs

RI\',E\t 1]S

Rcvcnue 6 466.226.456 409.5S9,932

Cost of sales 7 ( I 6 r,491,817) ( 176,601.936)

Gross profil 30,1.732.639 232.997,996

ln-Kind Contributions ll 4.240,560 4.240.560

Other Income I I I .436,321 8,737,310
.t.oTAL REVUNtTES 320,409,520 245.975.866

OPERATI\(; I]XPENSES

Administration Cos(s l0
329.886,424 105.137,294

Amonizarion of Intangible Assets ll 561 ,1 54

Finance Costs t2

330.,154.r78 305,137.2S4

PROFIT(I,OSS) BEI'ORE TAXA'I'IO\ l -.j ( r o.0{4.658) (59,16t,428)

tNCONIE TAX EXPENSE/(CREDI't)

PROFII'/(l.OSS) AI"IER TAXA'l'l()r\" ( 10.04,r,658) (5e. r 6l,d28)

OTHER COTIPRETI I]NSIvT] I\C()}IT]
F'air value tlrrougll comprehensive inconle

Surplus on revaluation of PPE
447 ,264,384

TOTAL COMPRI],HENSIVE INCOME
FOR THE YEAR

137,219.726 (5e,l6 t.,r28)

Eamings per share - basic and diluted

Dividend per share

\ote
I

I

I'OTAL OPT]RA'I-IN(; EXPENSf,S

I
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Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
For the year cnded June 30.2019
STATENIENT OF FINANCIAL POSITION AS AT 30 JUNE 2019

('hairman olthe oardManaging Director
ld Mwarrb Name:

2

N olc 2018-2019 2017-20r li

Ksh r Kshs

ASSltl S

Non-Current Asscts

Propeny, plant and equipment ll 519 .4't 0 .431 81.892.693

Intangible assets t5 2.2 7l ,0 l5
Non-Current Reccivable 5 7. I 34,1 25

Totrl Norl-Current Assets 551.7{r..116 r.r 1.026.818

Current Asseas

lnventories 8.217.916 12.21'1.926

Trade and other receivables IB 192.53 t .563 191.889.51-l

Share Capital Receivable l9 5,000.000 5.000.000

Customer Deposit Receivable l0 8.441.600 8.443.600

Delegated Works ll I 8.3 l1.354

Bank and cash balances I 7.651{.61 I 1t.113.574

Total Currellt Assets 2-I,851.690 217,991,966

Totsl Non-Current Assets 783.593.136 389,02;1,78J

EQUI'rY AND l,lABlLl'l'lES
Capital and Reserves

Ordinary share capital tl 5.000,000 5.000.000

Retained earnings 21 ( 3 58.7e4.107) (348,749.649)

Proj ccl grant 25 t6. t I8.959 16.l t8.959

Capital rcserve fund l6 39.53.1,996 19.53.1,996

Revalualion rescrve ?'7 147 .264.384

Capital and Reserves t5s.l-u.0-1-1 (278,085.69.1)

Notr-Current Litbilities
Non-current payables ls 5 7. I 3.1,1 25

Totrl Non-Current Liabilities 57.1-1{.125

Trade and othcr payables lq 506.019.J.15 509.225.336

Provision for Ieave pay l0 2.000.1 33 4.926,134

Customer Deposit - Old ,11

Customcr Deposit - Ne\\' .31 4.1.914.064 1R 575 0t4

Retirement bcnelil obligations l1 72.515.460 58.lt06.269

Totsl Current l,irbilities 62{.,159,102 667.r 10.478

TOl'AL EQT'IT\ A\I) I,I,,\BI I,ITI T]S 783.59-1.135 389,02{.?E{

L)ate .4:ts'-[z.rz,

dY KT

The financial statements were approvcd by the Board on ?9 August 2019 and signed on its behalfby:

Head of Finance
Name: Scith Kalumc

:::#H[i,

l6
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Current Liabilities

8_.1.13.600

Name:

L)ate:.
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For thc vear cnded June 30.2019

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 20I9

Particulars
Ordinarp

sha re
capital

Revaluation
Reserve

Capital
Reserve

Fund

Rctained
earnings

'l'otal

At July t,2017
5.000.000 39.534.996 (28e.s88.221) (24s.0s3,22s)

Net Loss For The Year (59,1 61.428 ) (59,161,428)

Prior Year Adjustment

At J unc 30.2018
5.000.000 39.534.996 (348,7{9,6,19) (304.214.6s3)

At July l,2018
5.000.000 39.534.996 (348.7.19.649) (-104,2 t4.653)

Net Loss For "['he Year
( 10,044,658) ( 10,044.6s8)

Revaluation Gain 447,264,384 447,264,384

At June 30.2019 5.000.000 447.264,-18.1 -19.5-1.1.996 (358,7e4J07) r33,005.073

l



Ntalindi Water and Sewerags Contpanl' Limited

Annual Reports and Financial Statements
For the year ended June 30,2019

STATEI\'TENT OF CASI'I FLOWS FOR THf, YE,AR ENDED.lO JUNE 20I9

2017-2018Note

Ks hs Kshs

CASH }'I,OIVS FROI\I OPERA'I'IN(; ACTIYITIES

]9.665.999l.l 9.363.805Cash generated from/(used in) opcralrons

39.665,9999,363.805Net cash generated froin/(used in) operating sctiYities

CASII T'I,OWS FRO]\'I INVI]S'I'IN(] ACTI\''ITIES

(26.698.822)l1Purchase of property, plant and equipmenl

(2.838.769)Purchase of intangible assels

(2.838.769) (26.698.822)Net c!sh generated frorn{used in) investing sctil ities

CASH F'T-O\I'S FRO}I T'II,iANCING ACTIvITIES

( 16.057.866)Increase / (Decrease) in proiect grant reserve

(16,057,866)Net caslr geflerated from-/(uscd in) finrncinS sctivities

6,525.0-16 (3.0s0.689)INCREASE(DECREASI]) IN CASII AND CASH
EQt tvALENTS

I1.133.57.1 t.t.22{.263
CASH AND CASH EQUIVALENTS AT BEGINNING O}'
YEAR

l r.133,574t 7.658,610('ASlt AND cAsH EQUMT,r;N',l S AT END OF THI] t',ll^R

I

II

I

20t8-2019

l5



Malindi Water and Sewerage Company' Limited

Annual Reports and Financial Statements

For the vear ended June 30,2019

STATEMENT OF COMPARISON OF BUDGET Arr-D ACTUAL AMOUNTS FOR THE YEAR ENDED 30 JUNE 2019

Original budget Adj ustments Final budget
Actual otl comparable
basis

20lll-2019 20ltt-2()t9 l0[t-201e 201tt-2019 201ti-:019

Revenues

water Sale and Meter rent 545,432,848 545,432,a48 466,225,456 79,206,392

ln Kind Donation 4,240,560 4,240,560 4,240,560

Sale of tender documents 20,948 20,944 20,948

Miscellaneous receiPts 11,696,827 13,696,827 11,436,327 2,260,506

Total inc0me 56J.l9l.l lt3 56t.191,t 83 {8r.903,337 81,1n7,8{6

E\penscs

r 7.1.58E.6 l5 I 74.588.6 r 5 202. t I 8.035 ( 17.529.410)

Rent paid .100.000 100.000 160.000 {0.000

Other palnrents 212.96t.612 l7l.q6l_6 I l 188.902.106 ( 15.s40.59.1)

lnvestment nrade 52.38 r.878 51.381.878 1i.57i.070 18.808.808

Loan Repa)'rnenl r6. r20.753 26. l]0.7i] 16. [0.75]

'I r)talr\ ilurr li 5ll5l 526.t52.858 501,951.310 2 t.J99.5{7

Su lu\ for the rir-rd 36.e38.315 2J.0J9.973 59.988.299

5

Performance
d ifference

Cornpensation of employees

36.938.325



Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
For the vear endcd June -10. 2019

Erplanation of l ariance

Loss on Revenue

The Company did not meet its expected revenues as the major clients closed down operations due to the decline in the tourism sector

which forms the main industry in the trading area

General Expenses

The increase in budget expenditure to actual was caused by increase in overheads in the service area including the cost ofproduction and

electricity. The Company increased operations that were necessary ior the distribution of water in the vast rural areas. Unnecessary

expenses were deferred.

Investment Expenditure
There was reduced expenditure on investment as a resuh ofthe missed revenue collection targets in the financial year. The bulk ofthe
income was chamelled to maintenance

6
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NOTES TO THE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Malindi Water and Sewerage Company Limited is established pursuanl to the Water Act 2016 and

derives its authority and accountability from the Company's' Act. The Company is wholly owned

by the County Government of Kitifi and is domiciled in Kenya. The entity's principal activity is

supply ol water to the residents of Malindi and Magarini sub counties.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement

of financial position and the profit and loss account by the statement of profil or loss and other

comprehensive income in these financia[ statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

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

at re-valued amounts of certain items of property, plant and equipment. The preparation of
financial statements in conformity with tntemational Financial Reporting Standards (IFRS) allows

the use of estimates and assumptions. It also requires management to exercise judgement in the

process of applying the entity's accounting policies.

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

f'unctional and reporting currency of the Company.

The financial stalements have been prepared in accordance with the PFM Act, the Company Act

and Intemational Financial Reporting Standards (IFRS). The accounting policies adopted have

been consistently applied to all the years presented.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCTAL
REPORTING STANDARDS (IFRS)

i) Relevant new standards and amendnrents to published standards effective for the year

ended 30 June 2019

Standard lmpact

IFRS l6: lrases The Company does nol have a leases arrangement and therefore the

standard does not apply

IFRIC 23: Uncertainty Over

income tax treatments

The Company does not have uncertainties in tax treatmenl and so this

standard does not apply

Amendments to IFRS I titled

Prepayment Features with
Negative Compensalion
(issued in October 201 7)

This Company does not have tlnancial assets with negalive compensation

at amortised cost or fair value through other comprehensive income

therefore this standard does not apply.

1
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Annusl Reports and Financial Statements
For thc r car ended Junc 30,2019

Amendmenls to IAS 28

titled Long+erm lnterests

in Associates and Joint

Ventures (issued in October

2Ol7)

The Company does not have interests in Associates and joint ventures

therefore this standard does not apply

Amendments to IFRS 3 -

Annual Improvements to

IFRSs 2015-2017 Cycle.

issued in December 201 7.

This Company does not have interest in acquisitions of any other

business and therefore this standard does not apply

Amendments to IFRS I I -

Annual lmprovements to

IFRSs 2015-2017 Cycle.

issued in December 201 7

The Company does nol have joint vcntures and therefore the standard

does not apply

Amendments to IAS 12 -

Annual lmprovements to

IFRSs 2015-2017 Cycle,

issued in December 201 7

The Company has not transacted in dividends and therefore the

amendment does not apply

Amendments to IAS 23 -
Annual Improvements to
IFRSs 2015-2017 Cycle,

issued in December 201 7

The Company did not borrow for purposes of obtaining a qualifying

asset hence this amendment does not apply

Amendments to IAS l9
titled Plan Amendment.

Curtailment or Settlement

(issued in February 201 8)

The Company does not have actuarial assumptions hence this

amendment does not apply

NOTES TO THE FINANCIAL STATEI\IENTS (Continued)

i) Relcvant new standards and amendments to published standards effective for the year

ended 30 Junc 2019 (continued)

ii) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2019

The Directors do not plan to apply any ofthe above until they become effective

iii) Early adoption of standards

The entity did not early - adopl any new or amended standards in year 2018.

tt
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Annual Reports and Financial Statements
For the vear ended June 30,2019

NOTES TO THE FtNANCtAL STATEMENTS (Continued)

4. SUMMAR}' OF SIGNIFICANT ACCOUNTINC POLICIES

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

out below:

a) Revenue recognition

Revenue is recognized to the extent that it is probable that future economic benefits will flow

to the entity and the revenue can be reliably measured. Revenue is recognized at the fair value

of consideration received or expected to be received in the ordinary course of the entity's

activities, net of value-added tax (VAT), where applicable, and when specific criteria have

been met for each of the entity's activities as described below.

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

entity delivers products to the customer, the customer has accePted the products and

collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognized in the year in which lhe anlity
actually receives such grants. Recurrent granls are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement ofcomprehensive income over the useful

life ofthe assets that has been acquired using such funds.

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

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

effective interest rate method.

iv) Dividend income is recognised in the income statemenl in the year in which the right to

receive the payment is established.

v) Rental income is recognised in the income statemenl as il accrues using the elTective

lease agreements.

vi) Other income is recognised as it accrues.

b) In-kind contributions

ln-kind contributions are donations that are made to the entity in the form of actual goods

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

equipmenl or personnel services. Where the financial value received for in-kind contributions

can be reliably determined, the entity includes such value in the statement of comprehensive

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

contribution is not recorded.

9
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Property, plant and equipment

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

depreciation and impairment losses.

Certain categories of property. plant and equipment are subsequently carried at re-valued

amounts. being their fair value at the date of re-valuation less any subsequent accumulated

depreciation and impairment losses. Where re-measurement at re-valued amounts is desired,

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

independent extemal valuer.

Increases in the carrying amounts of assets arising from re-valuation are credited to other

comprehensive income. Decreases that offset previous increases in the carrying amount ofthe

same asset are charged against the revaluation reserve accounti all other decreases are charged

to profil or loss in lhe 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

recogrrised in profit or loss in the income statement.

d) Depreciation and impairment of Property, plant and equipment

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

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

and installations.

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

straight-line basis to write down the cost ofeach assel or the re-valued amounl to its residual

value over its estimated useful life. The annual rates in use are:

Buildings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Computers and related equipment
Office equipment, fumiture and fittings

2.5o/o

12.5 o/o

25.0o/o

30.Oo/o

t2.5%

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

year of asset disposal.

Items of property. plant and equipment are reviewed annually for impairment. Where the

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

impairmenr loss is recognised so that the asset is written down immediately to its estimated

recoverable amount.

t0
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NOTES TO THf, FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e) Intsngible assets

Intangible assets comprise purchased computer software licenses, which are capitalized on the

basis of cosls incurred to acquire and bring to use the specific software. These costs are

amortized over the estimated useful life of the intangible assets from the year that they are

available for use, usually over three years.

Q Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life ofcomputer

software of three years.

All computer software is reviewed annually for impairment. Where the carrying amount of an

intangible asset is assessed as greater than its estimaled recoverable amount. an impairment

loss is recognised so that the asset is written down immediately to its estimated recoverable

amounl.

g) Investment property

Buildings, or parr of a building (freehold or held under a finance lease) and land (freehold or

held under an operating lease) held for long term rental yields and/or capital appreciation. and

which are not occupied by the entity, are classified as investment property under non-currenl

assets.

lnvestment property is carried at fair value, representing open market value determined

periodically by independent extemal values. Changes in fair values are included in profit or

loss in the income statement.

h) Finsnce and operating leases

Leases which confer substantially all the risks and rewards of ownership to the entity are

classified as finance leases. Upon initial recognition, the leased asset is measured at an

amount equal to the lower of its fair value and the present value of the minimum lease

payments. and the assel is subsequently accounted for in accordance with the accounting

policy applicable to that asset.

All other leases are treated as operating leases and the leased assets ate recognised in the

statement of frnancial position to the extenl of prepaid lease rentals at the end of the year.

Payments made under operating leases are recognised in protit or loss on a straight-line basrs

over the term ofthe lease. Lease incentives received are recognised as an inlegral part ofthe
total lease expense over the term of the lease.

II
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya

(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
eaming interest income upon the bond's disposal or maturity. Fixed interest investments are

freely traded at the Nairobi Securities Exchange. The bonds are measured al fair value

through profit or [oss.

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securilies

traded freely at the Nairobi Securities Exchange or other regional and intemational securities

exchanges. Quoted investments are stated at fair value.

k) Unquotedinvestmcnts

Unquoted investmenls stated at cost under non-current assels, and comprise equity shares

held in other Govemment owned or controlled entities.

l) lnventories

lnventories are stated at the lower of cosl and net realizable value. The cost of inventories

comprises purchase price. import duties, transportation and handing charges, and is

determined on the moving average price method.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any

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

is made of doubtful receivables based on a review of all outstanding amounts at lhe yeal

end. Bad debts are written offafter all eflbrts al recovery have been exhausted.

n) Taxation

Currcnl incon e la-ti

Current income tax assels and liabilities for the currenl period are measured at the amount

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

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

reporting date in the area where the Entity operates and generates taxable income. Current

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

not in the statemenl of I'inancial performance.

l2
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

n) Taxation(Continucd)

Currenl income ta-t (Continued)

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

expected to be recovered from or paid Io 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 dale in the area where the Entity operates and generates taxable income. Cunent
income tax relating to items recognized directly in net assets is recognized in net assets and

Management periodically evaluates positions taken in the tax retums with respect to

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

provisions where appropriate.

Deferred tar

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

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

at the reporting date.

Defened tax liabilities are recognized for all taxable temporary differences. except in

respect of taxable temporary differences associated with investments in controlled entities,

associates and interests in joint ventures. when the timing of the reversal of the temporary

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

reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences' the carry
forward of unused tax credits and any unused lax losses. Defened tax assets are recognized

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

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

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

with investments in controlled entities. associates and interests in joint ventures. defened

tax assets are recognized only to the extent thal it is probable that the temporary dilTerences

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

temporary differences can be utilized.

The carrying amount of del'erred tax assets is reviewed at each reporting date and reduced to

the extent that it is no longer probable that sullcient taxable profit will be available to allow
all or part of the deferred tax asset to be utilized. Unrecognized defened tax assets are re-

assessed at each reporling date and are recognized to lhe extent that it has become probable

that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabitities are measured at the tax rates that are expecled to apply in

the year when the asset is realized or the liabiliry is settled, based on tax rates (and tax laws)

that have been enacled or substantively enacted at the reporting date.

t3
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

n) Taxation (Continued)

Defe r red tar (C onli n u ed )

Del'ened tax relating to ilems recognized outside surplus or deficit is recognized outside

surplus or deficit. Defened tax items are recognized in correlation to the underlfng
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally

enforceable right exists 10 set off current tax assets againsl current income tax liabilities and

the defened taxes relate to the same taxable entity and the same taxation authorily.

o) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash al bank' shorl-term deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya

and at various Commercial Banks at the end of the reporting period. For the purposes of
these tlnancial stalements. cash and cash equivalents also include short lerm cash imprests

and advances to aulhorized public oflicers and/or institutions which were nol surrendered or

accounted for at the end of the financial year.

p) Borrowings

lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently. these are measured at amortized

cost using the ef'fective interest rate method. Amortized cost is calculated by taking into

account any issue cost and any discount or premium on settlement. Finance charges'

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

and are added to the carrying amount of the instrument to the extenl that they are not settled

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

is capitalized as part of the cost ol the project.

q) Trade and other payables

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

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

respect ofgoods and services supplied. whether billed to the entily or not. less any payments

made to the suppliers.

l4
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NOTES TO THf FINANCIAL STATEI\IENTS (Continued)

4 Sl-IMMARY OF SIGNIFICANT ACCOUNTING POt,lClES (Continucd)

r) Retiremcnt benefit obligations

The Company operates both defined benefit scheme lor staffemployed before July 2013 and

Defined contribution scheme fbr stalTemployed afier July 2013. The scheme is administered

by County Pension Fund and is funded by contributions from both the company and its

employees. The company also contributes to lhe statulory National Social Security Fund

(NSSF). This is a deflned conlribution scheme registered under the National Social Security

Act. The company's obligation under the scheme is limited to specific contributions
legislated l'rom time to time.

s) Provision for staff leave pay

Employees' entitlements to annual leave are recognised as they accrue at the employees. A
provision is made for the estimated liability for annual leave at the reporting date.

t) Exchange rate differences

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

environment in which the entity operates. Kenya Shillings. Transactions in fbreign

currencies during the year/period are translated into the functional currency using the

exchange rates prevailing at lhe dates of the transactions or valuation where items are re-

measured. Any foreign exchange gains and losses resulting from the settlement of such

lransactions and from the translation at year-end exchange rates of monetary assels and

liabilities denominated in lbreign currencies are recognised in profit or loss.

u) Budget information

The original budget fbr FY 2018-2019 was approved by the Board of Directors on 4th May

2018. Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the Board ol'Directors. The additional appropriations

are added to the original budget by the Company upon receiving the respective approvals in
order lo conclude the final budget. Accordingly. the entity recorded no additional

appropriations on the 201 8-201 9 budget.

The Company's budget is prepared on the same basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature ofexpenses in the statement of financial performance,

whereas the budget is prepared on a cash basis. A comparison of budget and actual amounts'

prepared on a comparable basis to the approved budget, is then presented in the slatement of
comparison ofbudget and actual amounts.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

.l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

v) Service concession arrangcnrents

The Entity analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contribules an asset to the arrangement. the Entity recognizes that assel

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

with the asset, to whom it must provide them, and at what price. [n the case of assets other

than 'rvhole-of-life' assets. it controls. through orvnership. beneficial entitlement or

otherwise any signilicant residual interest in the assel al the end of the arrangement. Any
assets so recognized are measured at their fair value. To the extent that an asset has been

recognized, the Entity also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

Where necessary comparative figures for the previous linancial year have been amended or
reconfigured to conform 10 the required changes in presentation.

x) Subsequent events

There have been no evenls subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2019.

SIGNIFICANT
UNCERTAINTY

JUDGMENTS AND SOURCES OF ESTIMATION

The preparation of the Entity's financial statements in conibrmity with IFRS requires

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses. assets and liabilities. and the disclosure of contingent liabilities, at the end

of the reporting period. However. uncertainty about these assumplions and estimates could

result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

5
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SIGNIFICANT JUDGEMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimates and assumptions

The key assumptions conceming the future and olher key sources of estimalion uncertainty at

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

amounts of assets and liabitities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the financial statements were

prepared. However. existing circumstances and assumplions about fulure developments may

change due to market changes or circumstances arising beyond the control of the Entity. Such

changes are reflected in the assumptions when they occur.

Useful lives and residual values

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

inform potential future use and value from disposal:

o The condition ofthe asset based on the assessment of experts employed by the Entity
o The nature ofthe asset, its susceptibility and adaptabilily to changes in technology and

processes

r The nature ofthe processes in which the asset is deployed
r Availability of funding to replace the assets

o Changes in the market in relation to the asset

Provisions

Provisions are measured at the management's best estimate ofthe expenditure required to settle

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

material.

I
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2018-2019 2017-2014
KShs

Water Sale 396,473,232

Meter Rent 74,747,700 13,726,700

466,226,456 409,599,932

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6. REVENUE

7. COST OF SALES

8. IN-KIND DONATION

This is salaries paid for staff seconded from the County Govemment of Kilifi working for Malindi

Water and Sewerage Company limited

9. OTHER INCOME

20ta-2019 20L7-2014
KShs KShs

Cost of Water r32,974,500 1.39,723,625

Administrative fees to CWSB 12,996,446 32,344,767

4% WASREB Re ulato Le 75,582,470 5,133,551

t6t,4s3,al7 176,601,936

20ta-2019 2017-2014
KShs KShs

Seconded Perso n nel 4,240,560 4,240,560

4,240,560 4,240,560

2018-2019 2017-2014
KShs KShs

Sale of tender documents
Other miscellaneous recei ts 77,436,321 8,737,370

tt,+36,321 8,737,3lO

l8

KShs

452,084,756
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n-OTES TO THE FINANCIAL STATEMENTS (Continued)

10. (a) ADMINISTRATION COSTS

20L8-2019 2017-2018
KShs KShs

Advertising, printing, stationery and photocopying 6,963,482 4,699,6t9

Auditors' remuneration 700,000 638,000

Bank cha es and commissions 1,466,530 7,521,073

Communication services and su lies 7,957,845 7,449,469

Consultancy fees 7,697,450 19,700

Co orate Social Res onsibili 3,208,570 630,000

Directors'emoluments - Note 10 (a) 6,762,592 s,661,378

Electricity and water 5,592,070 7,924,092

6,849,t03 5,466,696

Insurance costs 7,871,7 49 1,793,O45

Legal fees 1,109,151 1,065,518

3,111,584

Occupational Safety & Health [0SH) 7,320,544

Office and eneralsu lies and services t7,242,460 79,789,599
26,952,O+5 28,800,707

Other operating expenses 9,552,717

Rent ex enses 360,000 542,494

Repairs and maintenance 7,311.,777 7,168,879

Staff costs - note 10 b 202,118,o35 778,098,592

Staff trainin (]x enses 1,860,159 2,790,830

Trans ortation, travellin and subsistence 18,956,746 14,339,463

Depreciation 17,534,728

329,A86,424 30s,137,294

10 a . DIRECTORS EMOLUMENTS 20ta-2019
KShs KShs

Chairman's Honoraria 1,001,290 960,000

Directors emoluments 3,020,000 2,296,000

Other allowances 2,7 41,302 2,405,378

Total director emoluments 6,762,592

t9

HosDitaliW supplies and services

Minor works improvements

Operations & Maintenance Expenses
2,091,888

Provision for bad and doubtful debts

2017-201tJ

s,661,378
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KShs

Salaries and allowances of permanent employees 1.70,884,567 147,753,297
Wages of temporary employees
Staffln-Patient and Out-Patient Medical Fund 9,790,203 77,926,399

Compulsory national social security schemes 491,400 452,600

Other pension co ntributions 17,254,877 74,305,302
3,697,O00 3,661,000

202,tta,o3s 17a,098,592

The average number of employees at the end of
the year was:
Permanent em lo ees - Mana eme nt 7 7

Permanent employees - Unionisable 725 110

Temporary and contract employees 77 77
209 t94

NOTES TO THE FINANCTAL STATENIENTS (Continued)

t0. (b) STAFF cosTs

I I. AI\IORTIZATION OF INTANGIBLE ASSETS

Detailed schedules on the Intangible Assets is found in note l5

12. FINANCE COSTS

20ta-2019 zotT-2014
Kshs

I nterest expense on loans

Interest expense on bank overdrafts

Total

20 t 8-2019 2017-2018

Ksh s Kshs

Depreciation / Amortization
At luly 1

Charge for the year 567,754

Disposals
Impairment loss
At fune 30 s67,754

20

KShs

Leave pay

Kshs
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NOTES TO THE FINANCIAL STATETlIENTS (Continued)

I3. OPERATING PROFIT / (LOSS)

20 t 8-2019 2017-20 t 8

Kshs Kshs

The operating profit/(loss) is arrived at after

Staff costs (note 1ob] 202,118,035 778,098,592

Depreciation of property, plant and equipment 17,534,728

Amortization of intan ible assets 567,754

Directors' emoluments - fees 4,027,290 3,256,000
- other 2,7 41,302 2,405,378

Auditors' remuneration - current ear fees 700,000 638,000

Total 210,148,381 195,932,698

2t

charsins/[creditins):
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

I4. PROPERTY PLANT AND I] UIPMENT

Total
Computers &

Related
Equipment

OfEce
Equipment,
Furniture &

Fittings

Plant and
Machinery

Motor Vehicles,
Including Motor

rycles
2019

Freehold Land,
Buildings and Civil

Works

Cost

24,532,639 151,93 2.8l616,554,'721 15,668,90828,152,A09 67,023,739At 30 June 2018

Additions

Disposals

18,313,35418,313,3 54Transfer/adiustments

18,205,439 447,26434416,995,279 11,427,908383,868,019 t6,767,739Revaluation Reserve

617 ,51O,55433,550,O00 27,096,4t6 42,738,O74toz,to4,a32412,O20,424At end ofyear - 30 June 2019

Depreciation

68,040,123to,6t0,7 64 B,6B 1,83335,677,822 10,66t,3772,40A,327At 30 lune 20lB

Depreciation

Disposals

lmpairment

Transfer/adiustment

to,610,7 64 8,681,833 68,O40,12335,677,822 1o,661,3772,40a327At end ofyear - 30 June 2019

34,056,245 549,47 0,43122,888,623 t6,486,O52409,612,501 66,427 ,OtONet Book value at lune 30 2019

22
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

14. PROPERTY, PLANT AND EQUIPMENT (Continued)

2 018
Freehold Land,

Buildings and Civil
Works

Plant and
Machinery

Motor Vehicles,
lncluding Motor

cycles

Computers &
Related

Equipment

Oflice
Equipment,
Furniture &

Fittings

Total

Cost

At 30 June 2017 28,O70,659 s3,411,167 15,585,740 14,930,447 13,135,582 1.25,233 ,995

Additions 82,150 13,612,572 868,981 738,061 t1,397 ,057 26,698,821

Disposals

Transfer/adiustments

Revaluation Reserve

At end ofyear - 30 Iune 2018 24,152,4O9 67,023,139 16,554,7 2',| 15,668.908 24,532,639 151,932,416

Depreciation

At 30lune 2017
1,7 44,212 31,199,834 8,696,930 a,442,987 6,417,433 56,505,395

Depreciation 660,1 l5 4,477,9AA |,964,444 2,167,?16 2,264,40\ 1t,534,728

Disposals

lmpairment

Transfer/adjustment

At 30 Iune 2018 2,404,327 35,677,422 10,661,37 7 to,6to,7 64 8,681,833 68,040,123

Net Book value at lune 30 2019 25,7 44,+82 37,3+5,917 5,893,344 5,058,144 15,850,806 43,492,693
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2017-2014
KShs KShs

Cost
At ul 1

Additions 2,838,769

Disposals

At lune 30 2,838,769

Amortization
At ul 1

Cha e for the ar 567,754

Disposals

lmpairment loss

At Iune 30 s67,754

Net Book Value
At lune 30 z,27t,ots

NOTES TO THE FINANCIAL STATEMENTS (Continucd)

I5. INTANCIBLE ASSEl"S

I6. NON. CURRENT RECEIVABLE

2018-2019 2017-2014

Non - Current Receivable 57,134,725
57,134,125

The item on Non-currenl receivable has been reclassified under trade and other receivables. The item

was reporled as non-current receivable to show what was receivable from customers before the

inception of the Company. All trade receivables are now reported under Trade and other receivables

in note number I 8.

2^

207A-2019

KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

17. INVENTORIES
2018-2019 2017-20t4

KShs KShs

Appurtenances spa res 69,206 702,892

Building Materials 25,882 38,480

Cleaning and Sa nitation materials 29,029 43,160

Cold Water M eters Accessories ?,659,451 3,953,915

Com uters consumable rts 18,160 27,000

Motor vehicle s are rts 47,984 71,340

Office E ut rnent 184,053 273,640

Pipes and fittings 4,759,780 7,O7 6,567

Stationery and general stories 3 5 4,915 527,668

Tools and E ul ment 45,566 67,750

llniform and Boots 4,035 6,000

Water Analysis Equipment 19,85 5 29,520

a,217,916 12,217,926

20t8-2019 2017-2014
KShs KShs

Trade receivables - note 18[a) 792,537,563 191.,187,070

Staff receivables 7,702,443

Gross trade and other receivables 192,537,563 192,889,573

Provision for bad and doubtful receivables

Net trade and other receivables 192,537,563 792,889,513

25

I8. TRADEANDOTHERRECEIVABLES



For the vear cnded June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

18. TRADE AND OTHER RECEIVABLES (Continued)

l8(a) GROSS TRADE AND OTHER RECEMBLES

I9. ORDINARY SHARE CAPITAL RECEIVABLE

20. CUSTOMER DEPOSIT RECEIVABLE

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

2017-2018
KShs KShs

Trade rece ivables 792,531,563 792,889,573

Provision for doubtful receivables

Net Trade receivables t92,531,563 192,889,513

At June 30, the ageing analysis of the gross trade

receivables was as follows:

Less than 30 days 27,339,442 29,696,265

8,086,326 I,279,863

Between 6l and 90 days 12,514,552 r1,331,896

Berween 9l and 120 days 6,738,605 6,691,547

Over 120 days 137,852,599 736,889,942

t92,53t,563 192,A89,513

KShs KShs

Authorized:

5,000,0005,000 ordinary shares of Kshs.1,000 par value
each

s,000,000

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

5,000,000 s,000,000

2017-2018
KShs KShs

Customer De osit Receivable 8,443,600 8,443,600

8,,143,600 8,443,600

CWSB

76

Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements

2018-2019

Between 30 and 60 days

Unoaid:

2018-2079
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2017-2018
KShs

Booster Station and Watamu Junction Project 3,250,906

limba Pipeline 1,697,040

Mayungu Pipeline 9,972,804

Watamu South Pipeline 3,458,604
18,313,354

NOTES TO THE FINANCIAL STATEMENTS (Continued)
2I. DELEGATEDWORKS

These are projects that were done on behalf of CWSB and the costs are to be refunded to the Company. They

have been recognised as assets and capitalised to the Company Assets under the item Plant and Machinery

due to the expiry of the refund time.

22. CASH AND BANK BALANCES

207A-2019 2017-2014
KShs KShs

77,658,671 71,733,574

Cash in hand
17,654,611 11,133,s74

21

The bulk ofthe cash at bank was held at KCB Bank of Kenya as the entity's main bankers.

2018-2019
KShs

Cash at bank fNote 22 a]
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

22 (a) CASH AND BANK BALANCES

The make - up ofbank balances and short term deposits is as follows:

Detailed anal s of the cash and cash uivalents

2]. ORDINARY SHARE CAPITAI,

2077 -ZOtA20ta-2079ACCOUNT NO.ACCOUNT NAMEBANK/BRANCH
KShsKShs

2,072,577 3,355,1911104220504MAWASCO REVENUE A/C.KCB.MALINDI BRANCH

1,530,7261,646,1771104220571MAWASCO OPERATT0NS A/C.KCB.MAt,INDI BRANCH

17 5,1 11172,996IL04220377KCB.MALINDI BRANCH MAWASCO DEPOSTTS A/C

708 (3 s,0 51)1to3447661KCB-MALINDI BRANCH MAWASCO SAVTNGS A/C.

2,4573 28,0631104224146MAWASCO PROIECTS A/C.KCB.MALINDI BRANCH

1,37 L,718 1,37 5,6541171300247
MAWASCO UBSUP-KIBOKONI
PROIECT A/C.KCB.MALINDI I]RANCH

998,089 1,000,0001224679129
MAWASCO-LOAN REPAYMENT
ACCOUNTKCB-MALINDI BRANCH

1,589,O42 7,455,254045-O293725064MAWASCO RTVENUE A/C.
EQUITY.MALINDI
BRANCH

1,389,0212,158,01007 44130013926POST I]ANK COLLECTION ACCOUNTPOS'I BANK

1,2A1.236 BB4,U13708001SAFARICOM.MPESA ACCOUNTSAFARICOM

11,133,s7417,658,610TOTAI-S AS PER STATEMENT

2018-2019 2017-2014
KShs KShs

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

5,000,000 5,000,000

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

s,000,000 5,000,000

28
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NOTES TO THE FINANCTAL STATEMENTS (Continued)

RETAINED EARNINGS

25. PROJECTGRANT FUND

26. CAPITAL RESERVE FUND

27. REVALUATIONRESER\IE

The Company carried out asset identification, tagging and valuation in order to establish the true

value of the assets in its area of jurisdiction. The values of the identified assets have now been

recognized in the financial year ended 30 June 2019

2018-2019 2017-2018

KShs KShs

As at the Start of the Year (348,7 49,649) (289,588,221')

Net loss for the Year [10,044,658) (55,76t,428)

Prior Year Adjustment

As at the End of the Year (358,79+,307) (348,749,649)

20ta-2019 2017-2014
KShs KShs

Pro ects Reserve Fund 1.,863,740 7,863,7 40

ECT CRANT A C. 24,265,279 24,265,279

26,12A,959 26,tZA,959

2017-2018
KShs KShs

Capital Reserve fund 39,534,996 39,534,996

39,534,996 39,534,996

20ta-2019 2017-2014

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

29

WSTF. UBSUP-KIBOKONI PROJ

20t8-2019

KShs KShs



Malindi Water and Sewerage Company Limited

Annual Reports and Financial Statements
For thc vear cnded June 30, 2019

2017-2014
KShs KShs

Non - Current Payables 57,134,125
s7,134,125

NOTES TO THE FINANCIAL STATEMENTS (Continued)
28. NON-CURRENTPAYABLES

The item on Non-current payable has been reclassified under trade and other payables. The item

under non-current payables was reported to show what was payable when collected from customers

and payable to CWSB before the inception of the Company. All trade payables are now reported

under Trade and other payables item in note number 29.

29. TRADE AND OTHI.]R PAYABI,ES

30. PROVISION T'OR I,EAVI.] PAY

Provision for annual leave pay is based on services rendered by full-time and contracted employees up to the

end of the year.

3 I . CTIS'I.()MER DEPoSITS OLI)

20ta-2019 2017-2014
KShs KShs

Customer Deposits - Old 8,443,600
8,443,600

20ta-2019 2017-2018
KShs

Trade payables 502,294,582 505,490,473

Taxable payable 3,734,863 3,734,463

506,O29,4+S so9,225,336

20ta-2019 2017-20t8
KShs KShs

Balance at the start of the year 4,926,734 2,766,067

Additional Provision at the end of ear' 770,999 5,827,067

Leave pay /Utilized during the year (3,697,000) [3,661,000J

Balance at the end of the year 2,000,133 4,926,134

20ta-2019

This is the amount of Customer Deposit that was received before the inception of the Company. It is
receivable to the Company as reported in note 20 above and has been consolidated in the Total

Customer deposit paid by the customers in note 32 below

KShs

30
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2018-2019 20t7-2018
KShs KShs

Balance at the start of the ear 28,575,Ot+ 22,459,O41

Deposits paid before the inception of the 8,443,600

Additional De os it id durin the ear 7,185,850 6,357,373

customer De osits refunded durin the ar (2e0,400) (247,400)

Balance at the end of the year 43,914,064 2A,575,014

NOTES TO THE FINANCIAL STATEMENTS (Continued)
32. CUSTOMER DEPOSIT - NEW

3.]. RETIREMENT BENt]FITSOBI,IGATIONS

2018-2019 20L7-201tJ
KShs KShs

58,806,269 40,328,578

Additional Provision at the end of ear 31,661,255 28,522,326

Benefit utilized durin the ear (17,952,064) [10,044,635)

Balance at the end of the year 72,515,460 s8,ao6,269

The Company operates both defined benellt scheme lbr staffemployed before July 2013 and Defined

contribution scheme lbr staff employed after July 2013. The scheme is administered by County

Pension Fund and is funded by contributions from both the company and its employees. The company

also contributes to the statulory National Social Secunty Fund (NSSF). This is a defined contribution
scheme regislered under the Narional Social Security Act. The company's obligation under the

scheme is limited to specific contributions legislated from time to time.

3l

Company

Balance at the start of the year
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
34. NOTES TO THE STATI ]IIENT OF CASH FLOWS

2018-20t9 2017-2018
KShs KShs

Reconciliation of o 1l rollt/(loss) to

cash generated from/(used in) operations

o eratln ro fl t/( loss ) ( 10,044.658) (se,l6 r.428)

Depreciation 567.754 l l .534.728

eratin rofit/(loss before workin ca ital chan (9.,476.,904\ (47.626,7001

(Increase)/decrease in inventories 4.000.01 0 (2.71 0,660)

( Increase)/decrease in trade and other receivables 357.950 (32.4t3.923)

lncrease/(decrease) in trade and other ll bles (3. l es.89l ) 95.663,551

lncrease/(decrease) in Retirement Benefi ts Obligations I 3.709, r9 I
78,477,691

Increase/(decrease) in profits fiom Retained Earnings

lncrease/(decrease) in Staff leave provision (2.926.001) 2.160.067

lncrease/(decrease) in Customer Deposit - old (8.443.600)

Increase/(decrease) in Customer D ir 15.339.050 6.I I 5.973

Cash gen erated from/(used in) opcrations 9,.r6.1,805 39,665,999
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NOTES TO THE FINANCIAL STATEMENTS (Continucd)

35. RT]\'AI-UATIONRESERvE

The revaluation reserve relates to the revaluation of certain items of property, plant and

equipment. As indicated in the Statement of Changes in Equity, this is stated after transfer of
excess depreciation. Revaluation surpluses are not distributable.

36. RETAINED EARNINGS

37. REI,ATED PARTY I)ISCI,OSURES

The county Governmenl of Kilifi is the principal shareholder of the entity, holding 100% ofthe
Company's equity interest. The County Govemment of Kilifi has provided full guarantees to all

long-term lenders of the entity.

.3lt. CAPITAL COMMITMENTS
No Capital commilments were made at the year- end in these financial statements

39. FINANCIAI,RISKMANAGI.]MEN'I'

The entity's activities expose it to a variety offinancial risks including credit and liquidity risks.

The company's overall risk management programme lbcuses on unpredictability of changes in

the business environment and seeks to minimise the potential adverse effect ofsuch risks on its
performance by setting acceptable levels ofrisk. The company does not hedge any risks and has

in place policies to ensure that credit is only extended to customers with an established credit

history.
The company's financial risk management objectives and policies are detailed belou':

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be

unable to pay arnounts in full when due. Credit risk arises fiom cash and cash

equivalents, and deposits with banks, as well as trade and other receivables and

available-for-sale fi nancial investments.

Managemenl assesses the credit quality of each customer, taking into account its

financial position, past experience and other factors. lndividual risk limits are set based

on internal or exlernal assessment in accordance with limits set by the directors. The

amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior

experience and their assessment ofthe current economic environment.

The carrying amount offinancial assets recorded in the financial statements representing

the entity's maximum exposure to credit risk without taking account ofthe value ofany

33

The retained earnings represent amounts available for distribution to the Company's

shareholders. Undistributed retained earnings are utilised to finance the Company's business

activities.
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NOTES TO TIIE t'INANCIAL S'l'A'II'IMENTS (Continued)

40. FINANCIAL RISK MANAGENI IIN'I' (Continued)

(iii) Market risk

The board has put in place an intemal 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 intemal

accounting and operational controls.

Market risk is the risk arising fiom changes in market prices, such as interest rate, equity

prices and foreign exchange rates which will aft'ect the entity's income or the value of its
holding of financial instruments. The objective of market risk management is to manage and

control market risk exposures within acceptable parameters. while optimising the return.

Overall responsibility for managing market risk rests with the Audit and Risk Management

Committee.

The company's Finance Department is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day to day implementation 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.

.t l. INCOPORATION

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya

EVENTS AFTERTHE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.

CURRENCY

The financial statements are presented in Kenya Shillings (Kshs)

12.

.l.l

3A

The board of directors sets the company's credit policies and objectives and lays down

parameters within which the various aspects ofcredit risk management are operated.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity's directors, who

have built an appropriate liquidity risk management framework for the management of the

entity's short. medium and long-term funding and liquidity management requirements. The

entity manages liquidity risk through continuous monitoring of forecasts and actual cash

flows.
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APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDA'I'IONS

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

persons to resolve the various issues as shown below with the associated time frame within which we expect the issues to be resolved.

Status:
(Resolved / Not

Resolved)

Focal Point person to
resolve the issue /Name

and designation)
Management comments

Reference
No. on the
external

audit Report

Issue / Observations from Auditor

Scith f.alume

Financc Manager
Partiallv R(\oh'!rl

The Company has had a non cosl
re.overy tariffthat has led to a ncgative
working cashflow The rnanagefienl
applicd for a tanllreview which was

implernented from Oclober 2017. This
erpecled to be revrrsd over the tariff
p(riod.

Thc Company madc a loss and is worliog on ncgative working
(anrlal an indication thal lhc Compan) may be crpmencing
fiDancialdifficuhie! in s.ltling linancialobli8alions as and whe'l
ln.1 n'av fall duc.

Coing.Concem

Maflaging Direclor

Mr Clrakl Mwambire

Rrsol\dThc managemmt has lmdcr.d for a

profr.ssional valualion ol thc assets

under Coast watcr S(Tvic..i BoardNo owneNhip documrils lbr lcas.{ assds l-rom Coast wattr
Strvices Board ncithrr profcssional valualiofl r$orts lo suppon

thc !aluc's assrfncd lr) the asscts.

l

Mrnirgrng Dirc'clor
Mr Ccr.rld Mw.rnibirc

Rcs,n\(\l

The managemml canicd out asset

idmlilication tagging and valuation.
Thc complele lisl is now available for
Audil

t.l

LJnr!.conciled variance in pmpefty. Planl and Equipmert

Thc halance in th('srat.ynml of llnancial B)sition did nol
rcroncile with thc schqlule pnrvided

Rt\ol!(rlFinamc Manager

Scith Kalume

Thc managemmt has rc{onciled the

balances as al incelion of fie
Company and sah(lul.\ of lhe debtoN
is now availablc

t]

No documentary eviilmcc was availed for audit rcvicw in suppon

oflhc dcbtor balanc!:i inhsiled fiom Coast wattT Services Board

ar rhc inceplion oithc Company.

Non{urrenr Rclcr'ivabl(\

Nor Rlnol!({Managin8 Drector

Gerald Mwambire

The Management has engaged thc
County Govemmenl of Kiliti for the
subscriplions as the orrers of thc
Company ftmugh thc Counry Legal
Omccr

Shares had not bltn pa,d for as al 30 June 2018. In lhc

circumstances. it was nol FFssible to confiml whdh!'r or nol thc

subscribem werc d(.liimus ofhaving lhe Company

Sharc Capital Re(('ivablc{

Timeframe

_1r)lh lune lolo

lo'h June 2019

lorh June 2019

]o'h.lune l0l,)

l0rhJunel020
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Status:
(Resolved / Not

Resolved)

Focal Point person to
resolve the issuc lNaae

ond designation)
Management commentslssue / Ohservations from Auditor

Reference
No. on the
external

audit Report
RL\oh.{Managing Dire.lor

cerald M*6mbire

The rnana8emgrl is Euided by the

Srvice Provision Agreernmt which
pmvides for a relund on the nalurc of
works done- The managemmt has

howcvcr laken up thc project in its
kx)ks oIaccounLs birl slill pu6uins il
with CWSB

DclclBted works
The accuracy and validity ofthe crp.nditurc ofKShs. 1E.313.351

in respect ofdclegated works calrid out as at J0 June 2016

cannol b€ asceflained a^s records availablc from lhc Board do nol
rcflcct thesc debl{ as camcd oul by thc Company on bchalfof
Coasl Waler Scrvic.\ Board

Managing Dirrttor

Ge.dld Mwamhire

TIc rnanagcrnmt has r..conciled thc
s!hedule ofthc Customer Deposit
Rcccivable ftom Coasl waler Sffvicrs
Board al th. incL?lt)n ofthe Company
Thc Conrpany is slillputsuing the

rcfund from Coast watcr Setvic!5
Board

No schedul{s wcre availed for audil rcvicw to suppon these

balances for deosils received lr()m customers takm over by

Coasl wat6 S.n,ic.s Board whm thc Company wa\ incorlnrated

Customcr Drlxls( R(\j!'ivablc

R(\ol\(lFinancc Marlager
Seith Kalumc

Thc differeflcc in thc amounl duc lo
Coast water S(.rvicc.s Board was

r$on€iled and is a*ailing
incor?omtion and fonnal issuancc of
crcdil notes lo lhc Company.

'|

There is an unrcronciled amounl hdwcen the accounts hcld hy the

Company and CWSB for thc supply of bu,k water in both

amounts ow(d and amount Paid.

Tmde dnd Olhcr Payables

Rr*l\ cJFinancc Manager

Seilh Knlume

Thc Company has lully adoptd thc
CAAP lt'rmal in rhc prcpamtron ol-lhc
bant( rc'conciliatirms

Bank and Cash Balances

Ken-va Commcarial Bank- Revrnuc Accoirnt

Thcre was non-disclosuc of unprt':itr|ted chequ.'s and non-

compliance to the GAAP in reconcitialion fonnal

ltl

Rc\r'l!(lFinancc Manager
Seith f.alume

Thc Company has fully adopted the

CAAP formal in (hc pr.?aration oflhe
bank reconciliations

Kmya CommlTlial Bank - Oprmtions Accounl

Tlrre was non{i{krsu.e of thc dalcs which fic unpr$srted

chques \rrrd clca(d. a nel olTofan ovcr dlawn cash txrk
against thc bdnk account conlmry kr the GAAP

li.l

Rc':iolr crdFinanc('Managcr
Seith Knlume

The Company hac fully adopled thc
GAAP forrnat in the pR?aralion oflhe
bank rcconcilialions

Km!? Comm.yrial Bank - Dcposil Accoun(

There was net oll the account against the GAAP in financial
rcDortinq standards.

tl 3

Tinrefranrc

ll)lh Junc l(l lq

lo'i Junc:019

30'h Junc 201g

lorh Junc 20lS

30rh.lunc 20lg

l{)rh Junc:(ll9
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Status:
(Resolved / Not

Resolved)

Focal Point person to
resolve the issue (Nafle

and designation)

Reference
No. on the
external

audit Report

Issuc / Observations fronr Auditor

Financc ManaEttf
Seirh Kalumc

R$ol\dThr Company has fully adoptd the
GAAP fonnal in thc pR?aration ofthe
bank re(oncilialions

lr{ Kmya Commrrcial Bank savings Ac.ount

Therc was a net offofoverdrafl against the cash book balance
contmry lo lhc CAAP

FiDancc Ma'r s(r
S.ith Krlunrc

Thc Company has fully adoptdl the
GAAP fonnat in lhc prepaEtion ofthc
hank rctonciliations and rts supponing

r5
Th(.rc was no bank certificale lo supporl lhe amounl reflccl!:l in
thc banl stalemmt a5 al the close ol lhc l'inancial vear

Posl Banli ft)llc.clion Accounl

Scith Kirlumc
Rrsl,l! (\jThc Company has fully adopled the

CAAP format in lhc prrTramtion oflhe
bank re.onciliations and ils supponing8.6

Thcrc was no Mpcsa Stalem!'nl and (i)nfirm tion certilicat!'s to
suprxr( lhc Mpr'sa Balancc rqx,rlcd

Salancom Mpa'sa Account

R(\ohdFinancc Managcr
S!'ith Kalumc

Thc managemcnl ha-s adoptttl lhe
CAAP formal for rrTonin8 on the cash

and bank reconciliation\. All thc slale
chequei have b€n rcr osrd

li7
Slalc Chcques

Th6e was no rcv$sal of stale chqucs

Technical Manag6
Isaac ChibuL'

The Managemml considds this loss as

sienilicant and har paanercd with
donor 1o hclp imprcvc on the

infmstructure to rcduce this loss. The
project is capilal int.nsivc and the
rnanagement has appmachcd the work
in six phase!. Thc targ.1 lbr thc year is
l0o/o

Ttc Company regist$ed a NoE-Rcv$ue for Water loss (NRw)ol'

6010, lors amounling lo an eslimat.t 28.970.299 at 6 rate oi 73.?7

pet cubic mc1er.

Non-Rc\rnuc Waler

R('solr ('dManaging Drcctor

Cerald Mwambitc

The managemrnl has mgaged the
County Govemmenl of Kilifi lhrough
the L!'Cal Oficlr on thc Annual
Ccneral ML'.'tinB wh!{c thc directors
retire and othe$ arc apB)inted

Thc managemml has communicated to
thc directors sr.condql lo lhc Company
on the paymefll ol-sitring albwances
and thc palmmt stopp<d immtt.lialely

l0 l

Direct()ni had nol retired in accordancc k) lhe M&E whilc s(,mc

Dirc(toni appinlcd by thc County Covemment of Kilifi to the

Board wryc incgularly paid sitli er alkiwaoc.'s for attmding Board

M(r.tings cvcn though lhcy wcrc cmployecs of thc County

CovLrnmmt.

Diroclol: Emolum.'nts

Timeframc

-loth Jun( l(] l9

ll)th Jurrc l0l9

30th Junc 2019

l0rh Junc 2(ll{)

30'h Junc 201g

l0ri Junc 20t S
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Status:
(Resolved / Not

Resolted)Management comments
Focal Point person to

resolve the issue (Narae
and designation)

Issue / Obscrvations front Auditor

Reference
No. on the
external

audit Report
R('solvc{Finance Mnnag(r

S('ith K.'h'nrc
The manae(Tmt has pul up contmls
on the supfx)rling documcnls for all lhc
company. No Pa),rn.nls arc made

withour adquale supfmrling
dlxumrnls

t0l

Hospilality Supplici and Services

Thcre was lacl ofsupponing cvidmce on medings hcld iyhich
include list ofpanicipants. purpose of mesling or conf€tBrce and

authorisation
Financc l!'fun.rgcr

scith Kalumc
The manaSemml has pul up contjols
on the supFmning documcnts for all the

company No paymmts are now madc
without adquate supponing
docummts

to l
Tmnsponalion. Tmvclling and Suhsistcncc

Thcre was lack ofsupfbrting dmumealatim on slalTtravels and

accounting for tmrNFmali(m. travds and subsislocc allowancei

For the ear ended .lune 30 2019

Notes:
) The Company used the same reference numberc as contained in the extemal audit report;

r) The Company obtained the "lssue/Observalion" and "management comments". required above, from final external audit repon thal is signed by Maragemenl:

ii) Before approving the repon. the Company discussed the timeframe with the appointed Focal Point persons responsible for implementation ofeach issuel

v) The Company indicate lhe sratus of"Resolved" or "Not Resolved" by the date of submining this report to National Treasury.

Managrng Director Chairman of Board

Timeframe

30rh Junc:019

loth Junc 2019

LYJ Date......Date..
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Projects

Projects implemented by the Company Funded by development partners

1

Proiect title Number Donor Period/
duration

Donor
commitment

Separate donor
reportingIyes/no)

Consolidated
in these
Iinancial

statements
1. Mida
Matsa ngoni
Water Project

o7 w/ cws B/ K t Lt F t / MALt N D t /40 Water Services Trust
Fund

2016-2017 18,208,528 Yes Yes

2. WSTF.UBSUP
Kibokoni Proiect

o 1 HS/CWS B/ K t Lt F t / M ALt N D t / I 4 Water Services Trust
Fund

20 l6-2 0 1B 10,750,684 Yes Yes

ST.{TUS OF PROJ l]CTS CO1\I PI,t]'tION

Project Total project Cost Total expended to date
CoInpletion Yo

to dste
Rudgct Actual per qusrter Sources

1. Mida
Matsangoni
Water Project

19.266.401
I 8. t99.271 94",t

19.266.401
4.549.818.25

Water
Services Trust
Fund

2. WSTF.UBSUP
Kibokoni Proiect

12.008.000
t.760.980 l5%

24.212.613
440.2.15.00

Water
Services Trust
Fund

Total

31.27,1.,101
1s.960,253 i13,479,014

,t,990.063.25
Water
Services
Trust Fund
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