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l. Kll\' l-\'l l lY INl.-OR\I.\',I ION

Background infornration
Tlre Conrpany was established pursuant to the Water Act 2002. It was incorPorated on

25'h August 2005. At County level, the Compary is represented by the County Executive Comurittee

Member of Water, Envirorulent and Natural Resources of the County Govenmeilt of Kilifi. The

Conrpany is domiciled in Kenya in Malindi Sub-county of Kilifi Cour,ty.

Principal Activities
The principal activity of Malirrdi Water and Sewerage Conrpany is the Supply of Waterto the Residents

of Maliudi and Magar ri sub-couttties.

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 n]ost cost-effective way

that exceed our customers' expectations.

Core values
The core values ofthe CompauY are:

- Customer focus
- Innovativeness
- lotegrity
- Team work
- Excellence

l) irt'cto rs

'['hc Dircctors rvlxr scnrcti tlrc crllity dur-irtg tltc ycar/llcriotl u'ctc as lrrllorvs:

Name
Anderson Kasiwa
Gerald Mwarr.rbire
Barka Ali
Antliony Chutta
Thurea Tora
Loice Wanje
Maureerr Obunga
Ken Kazungu
Ben Kai
Felix Charo

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

Appoirltment Date
Appointe{on 5th March 2019.
Appointed on 1s' July 2018
Appointedon 5'h March 2019
Appointed on 5'h March 2019
Appointe{ on 5'h March 2019
Appointed or.r 5'l' March 2019
Appointe<ton 5th March 20l9
Appointed on t'r June 2019
Reappointcd on 5'h March 2019
Reappointgd on 5th March 2019

Pos it io rt

1.

2.
3.
4.
5.
6.
7.
8.
9.
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KEY ENTITY INFORMATION (Continued)

Corpo rate Sccretary

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

llcgis(rrrtl ( ) llicc r

Malindi Water and Seu'erage Co. Ltd
Water Road,
Next to County Assenbly of Kilifi
P.O. Box 4l 0-80200
Malindi, KENYA.

('ol porirIc I I cadtlttartcrs

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

Corporatc Contacts

'feleplrone: (254) 4231037
Ii-lnail: info(i!malindiwater,co.ke
Website: www.nralindiwater.co.ke

Col'porat€ Ilankcrs

Kenya Commercial Bank
P. O. Box 9- 80200
Malirdi, Kenya.

Equity Bank Limited
P. O. Box I 800-80200
Malindi, Kenya.

Post Bank of Kenya
P. O. Box
Malirdi, Kenya.

l
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K-EY ENTITY INFO TION (Continued)

Independent -{uditors

Auditor-Genelal
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

I'rincipal Lcgal,\dviscrs

The Atlomey General
State Law Office
Hararnbee Avenue
P.O. Box 401 l2
City Square 00200
Nairobi, Ken1,a
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l. l'ut.t Bo.\l{l) ol.'l)Ilt1,.("1 ()I{s

Director Andelson Kasirva, Chairperson of the board of direclors rvas

bom on I " April 1974. tle rvas appointed on 5'h March 20l9. He has vast

experience in the Hospitality tndustry havittg rvorked in different
capacities. He holds a Bachelors' Degree in Ans liom University of
Nairobi. He represents Business Comlunity in the board of directors.

Mr Gerald Mwambire was bom on 13rh August 1972. He rvas appointed

the Managing Director in 201 8. He holds a Bachelors' degree in
Conlrrerce froln Kenyatta University

Director Barka Ali, Chairperson Finance and plauning, was bom on 24th
Dccember 1972. She has a Diploma in County Govemance and

Management from Kenya College of Accountants University (KCA
Uuiversity). She represents Wouren Group in the board of directors

Director Felix Ngumbao Charo, member F'inattcc atrd Plamling
Couunittee and Human Resource and Administration Columittee was

born on 2lst January 1971. I{e holds a Bachelors' degree in Arts
majoring on religion and a Diploma ih Theology. He represcnts dre

Residents Association in the board of directors

Director Anthony Kadenge Chutta, member Audit and Risk Management

Committee was born on lgth November 1956. He is a graduate fronl
Sl'nnzu Teachers College as an educationist atld an adlninistmtor. He

rcpresents Professionals in the board of dircctors

Dilector 'I'hurea Simai Tora, Chairperson Audit:and Risk Management
Committee, rvas born on 91h January 1986. She holds a Diplorna in
Banking and Compuler Operations. Shc represcnts Wottretl

Organization in the board ofdirectors I

I

:'.
Director Loice Nyalula Wanje, Chairperson Huhrau Resource aud

Administration Corulittee metttber was bom on 3rd September 1986

She holds a Bachelors' Degree in Business Ivlanagenrent. She

represeirts Youth in the board ofdilectors i'

Yl
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I'o r the err ended J une 30 2 010

Director Ken Kazungu rvas bom on 26'l' Decernber 1978. IIe is thc

Couuty Govenulent of Kilifi Chief Officer fol Roads, Transport and 
I

Public Works. He is also the Acting Chief Officer for Water and

Sanitation. He lrolds a degree il Planning and Environflent Malugelrent
and a masters' degree in Project Plarining and Managetnetlt. He was

appointed as a Director ou 1"' June 2019. He represents the County
Govenlnent of Kilifi Water and Irrigation Department in the board of
directors

Caroline Gladwell, Advocate of thc high Court, Secretaly to tire Board

ofDirectors. She was appointed in March 2019. She is also a Certrfied
Public Secretary (CS) and a men.rber of the lnstitute of Arbitrators. She

also holds a Masters in Business Administration, Strategic Option.

Director Maureen Au,our Obunga, Member Human Resource atld

Administration Conulittee member. She was born on l Tth August I 982.

She is a Certified Public Accountant with vast knowledge in the

Hospitality hdustry. She represents Hotel Industry in the board of
directors.

1-lIE IIO,\RI) Ol,' DIREC'I'ORS C<tntirttrcd

Director Ben l(ai was bom in November 1973. Hc is the County
Govemnent of Kilifi Clnef Officer Finance. Appointed as a director in
October 201 0. He holds a Bachelors' Degree in Cotnmerce atrd a
Certified Public Accouutant. He represents County Govermlent ofKilifi
Finance Departtlent in dre board ofdirectorsa

vI
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3. \t.\\..\G 1..\Il."N 1 111,\)l

Mr Gerald Mu'ambire is the Managing Director. I'le holds a

Bachelors'degree in Cotnmerce from Keuyalta University

Engineer lsaac Chibule is tlte Technical Manager. He holds a BSc

degree iu Water Engineerirlg froln Kenyatta University arld a

I\,[asters' degree in Project Planning and Management at the

University of Nairobi. He is also the Teclrnical Services Manager

N,lr Seith Baya is the Finance Manager. He ltolds a Bachelors'
degree in Business Admir stration; he is a Certified Public

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

Mrs F-ella Nawiri is the Hutnan Resource Mauager. She holds a
Bachelors' degree in Business Adrninistration (11RI\4) Human

Resource.

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

degrec in Busiuess Managelrent. I"le is a Certified Public

Accountant

T

Vellasco Ndaro is thc Comnercial Manager.. He holds Bachelor of
Business Managetlent and a Mastel of Arts in Project Planning and

Management. He is a registered full Member of the Kenya Irstitute
of Managenrctrt

Caroline Gladwell, Advocate of the high Cq:rt, Secretary to the

Board of Directors. She rvas appointed in Mhrch 2019. She is also

a Ce(ificd Public Secretary (CS) and a metnber olthe hrstitulc of
Albitrators. She also holds a Masters in Buslness Adnrinistration,
S tlatcgic Option
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4. CHAIRMAN'S STATEI\{ENT

Malindi Water and Sewerage Company Limited continued to register remarkable progress ir.r its pursuit

to sen e the people in its area of mandate. In the year under review, significant progress rvas realised

in the increase in network coverage and customer base.

The total tumover increased compared to the previous year, attributable to the incrcase in coverage of
the area underjurisdiction. tn addition, there was a marked increase in the production and distribution
ofwater levels compared to the last financial year.

The Cornpany has continued wor*ing closely with developtlent partllers iu the pulsuit to realize its

strategic plan. These include the World Bank, Water Services Trust Fund, the County Goven.ulent of
Kilifi and CDF. This partnership has resulted in the improvement of Water and Sanitation Services in

both Malindi and Magarini which are within our areas of jurisdiction.

During the firuncial year, the unrelenting support received from the County Govenrment of Kilifi
enabled the Conrpany increase its selice area in a tremeudous way. We appreciate and look lorward
to continued support in tl s.

God bless MAWASCO and Kilifi County.

dy lfusiwa
irperson Board of Directors

l\
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COMPANY'S STRATEGIC PLAN
The Company embarked on impleurentation of the Sx'ategic plan which spans for five years starting

from 20l4 to 2024. The plan embraces the aspiraticrns ofthe County Govenurcnt of Kiltfi on its vision

for provision of cl€an water to the people of Kilifr. The strategic plan also focuses ou providing water

to tie Norrh of Malindi mainly the Sabaki Gor.rgoni Area with dre partnership of the World Bank group.

The Project is at an advanced stage.

d Mrvambire
Managing Director

CHALLENGES
'f1e Conpany is currently faced with a challenge in provision of its mandate due to the hig}r cost of
power as it ismainly a pumping systeln. This has adverscly contributed to thc high cost ofproduction
per cubic tneter of water compaled to other water Companies that use gravity systems. The Company

is also faced with a challenge on dispensation of its mandate in managing Sewerage Services since

Malindi has no established sewerage systen. Studies have been nrade and some donors have indicated

willingness to address the sewerage challenge. The Cornpatry has been faced with a challenge since

inception in 2006 in providing rvater to the hinterland of Magarini Constituents n€aring 150,000 people.

Theie is a cSallenge in operation and maintenance of the dilapidated inlrastructure bearing that this is

a rural scheme. Efforts are underway to address the above cltallenges. '1

\

5. REPORT OF THE CHIEF EXECUTIVE OFFICER

OVERALL PERFOR]\{ANCE OF THE COMPANY AND ECONOMIC OUTLOOK
There was an inrproved service provision in the financial year under review despite dre difficult trading

environmetlt the company faced. During the 1'ear, the company's revenue continued largell' t6 6spgt6

on the tourism sector. The effects of the travel advisories and the loiv tourism sector perfomralrce

adversely affected the target perfomlance despite the slight itnprovemetrt irl perfomrance conrpared to

Iast financial year.

MAJOR WATER AND SANITATTON PROJECTS UNDERTAKEN BY TIIE COI\{PANY

During rhe period, the continued with the pipeline network intensification covering the underserved

areas. The Company received the first disbursement under the Water and Sanitatior.r Development

Project - WSDP which covers goods, consultancy on projects, Sarritation works and pipeline

intilsification rvit[in Malindi and Magarini Areas. Other projects that were at an advanced stage

include the Kakuyuni Kilili and Gongoni projects which are being undertaken by the National

Govemment in MAWASCO. The county govenxnent of Kilifi under took several illterventions to make

rvater accessible to all residents withir.r Malindi and Magarini area of operatious.

:i
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6. Rr,rvrE\\/o[ I IIE ('OIIPANY',S I',RILFO]\lANCE FOI{ F\',2019/20

Malindi Water and Sewerage Coutpany Lirnited has strategic pillars and objectives within its strategic

plan for the FY 2019 to 2023.The stmtegic pillars are as follorvs:

l. Strategic Pillarl: Financial perspective

2. Strategic Pillar2: Custourer Perspective

3. Strategic Pillar3: Intennl (process) perspective

4. Strategic Pillar4: Leaming and growth perspective

The Company develops its annual work plans based on the above four pillars. Assessment of the

Board's perfomrance against its annual work plan is done on a quarterly basis. The Company achieved

its perfonnance targets set for the FY 201912020 period for its four strategic pillars, as indicated in the

diagram below:

i{evierv ol'Shatcsic Ot)ie ctir c Perlorurancc fbr the year 2019 2020

Stratcgic Pillar Objcctivc Kcy Performance
I ndicators

,\ctir itics .\ ch icr cnrcrrts

liilancill perspcctivc Increase length
ofpipeliue frorn
1087km to l2l3
krn

Increascd pipc:line Construction of
Mpendakula
pipeline in Mida
Area rvithin
Malindi
Township

Pipeline
colnpleted

Customer
Perspective

Maintain thc
hours ofsupply
to 22 hrs per day

Supply water above 22

hours per day
Purnping done
for 22 hours per
day

Maintained at

22 hours per
day

lntemal (process)
perspective

Fortify and
intemalize
Organizational
capacity and
process

I)cvel,rp I0No. policics Present for
approval policies

l0 Policies
presented for
approval

Leaming and
growth perspective

Capacity build
and develop
enployee skills

Stafftraining llndehake stafT

trainlirg
Staff takeu for
training in
various
relevant
uaining
institutions

\l
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7. CORPORA IE GOVFIRNAN*CE S'I'ATEIIEN I'

The role ofthe Board of Directors is to determine the Company's policy and strategy, to nronitor the

attainment ofcompany objectives and ensure that the company rneets its obligations to its customers,

stakeholders and shareholders. 'fhe Board is also responsible for overseeing the company's internal

control systems designed to safeguald the cornpany's assets and to ensure the reliability ofthe financial

information provided by the cornpany. The Board has 3 committees natnely:
(a) Finauce and Administration Committee
(b) Audit Committee.
(c) Human Resource Conrnittee

FINANCE PLANNING AND ADN{INISTRATION CON{I{ITTEE
The Finance and Administration Cormnittees' main duties are to ensure that Conipan)"s budget is

prepared, approved and enforced, that there is hamony within the organisation. The Committee is
responsible for revierving and setting mediuru- and long{enn strategic directious and financial
prudence. The Conimittee includes all aspects of projects plaruring.

AUDIT A}ID RISK COMMITTEE
The main duty oI the Intemal Audit Committee is to ensure that the systeDs of intemal controls are

effectively administered. The conurittee deijnes the responsibilities of the Intemal Auditors and to

review and recommend to the Board the approval of interim financial results and annual financial

statetuents. The llltemal Audit is a departmellt operating independently of odter departments and

sections of tlle Company.

HUT{AN RESOURCE COI\{MITTEE
The ntain duty of the Human Resource Committee is to clearly define the Company's organizational

structure rvithin rvhich individual responsib ilities are defined in relation to the Company's lrlandate.

The structure will be complerlented by documented policies. The Cornntittee deals with appointn'lents,

dismissal, conflicts, dispute, prourotion and demotion.

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

retirement of directors and reappointment 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 t|e financial year. The new board of directors rvere taken through an induction process and later

signed code of ethics before taking up their roles as directors.

\u
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8. ]\IANAGE\IENT DISCT]SSION ,\N I) .\NAt,\'SIS

a) Opcrational and financial Pcrfornrance

i) Number of Consumer Accounts Billed
The number of consumer accourlts continued to increase steadily largely attributable to the new
p\relines provided by the nrinor works ilrprovement.

Total Number of Consumer Accourlts

l\.4onth/ Period Accounts On Supply New Con-

nections
Paid For

Acti\e
A,/Cs Ofi
Supply

Term -

inated Ofi
Supply

Total
A/c's

Actual
Reading

Estimat'd
Reading

Total Billed

(1 \?) (3)=(1).(2) (4) (5) (6){5)-{7)
(8)=

(3)+(6){7)

AVG FY 2019 2020 21,197 2,303 23,500 146 10,193 7,547 2,646 33,693

AVG FY 2018 2019 20,259 1,935 22,184 9,415 6,994 2,421 31,599

ii) Water Production and Billing Efficiency
There was a decrease 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 rnanagement. The Company has partnered with othcr development Agellcies
to irnprove on the loss.

Wate r Production. Billed and Billin l:lficicncg

Month/Period Water Production Water Sales Billing Efflciency
Unaccounted for

Water (UfW)

nt :l
t1'l

3
Yo %

Total 2019 2020 4,786,513 16./"

Total 2018 2019 6,817,236 4.917,099

iii) Revenue and Collection Efficiency
There was a decrease 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
elficiency even more from the arrears.

BILLING (KShs) COLLECTION (KShs)

Monlh/Period
Water Sale I\,4eter Renl Misc TolalBilling

Ar€rage
Tariff/m

3

W€tlr sale Total

Fy 20t9"2020 421,797.446 14,903,650 9,517,250 446,214346 93 22 393,869 376 9,517 250 403,386 626

Fy 20la-2019 452,084,756 t4,141;700 tl,436,321 477,662,777 97 .14 11 ,436,421 460.262.897

\II

448.826.076

Total tuC
ofi

Supply

171

5,687,450

l{crcrtuc ( rrlleutiott rnd ( ollcutir,rr Ijfliuiert;v

IVisc.
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b) Compliance 1r'ith statutorl and other financial obligations

i) Sen'ice Provision Agreemenl
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 undenvay and is expected to be completed in dre first quarter of the

2020/21 financial year.

ii) Tariff Regime
The Conpany operates a tariffregulated and gazetted by Water and Sanitation Regulatory Board which
is gazetted for operation for a specified period. The current tariff was renewed in October 2017 for a

pedod of 3 years.

(') \la.ior risks lircing thc ('onrl)anI

i) Non cost recovery tariff
The Company is currently operatillg using the reviewed tariff. The managerrelt is focused ou clearing
the back log on supplier paynents as well as operate at an optirnal current level. This may delay the

gains intended to be achieved in the new tanff.

ii) Negative working cash-flow
The Cornpany operated ou a negative cash flow for the period under review which made it difficult to
meet obligations as they fall due. The largest creditor remained CWSB for the supply of bulk water.

The management is currently having a focus on increasing the working cash flow by vigorously
increasing revenue collection and increasing customer base by venhrring in areas that were previously
under served.

iii) C--losurc of ntajor customers in the operation area

The Company relies heavily on major customers who include the Hotels ill gencratiltg revenues to cross

subsidise the lowcr income customers. With the closure of the nrajor hotels, thc fcvenue streatns l.tave

reduced forling the managelncnt to review the tariff model in otder to sustain the Iirtaucial operations
in the Company. 'l'he nrajor hotels are now subdividrng the units to sell therr off to individuals as

dornestic apartnreuts heuce moving frotn commercial entetprises to donlestic tariff band.

\I\
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9. CORPORA'I'D SOCIAL RESPONSIBILITY STA'TEN{ENT / SUSTAINAI}II,ITY
RI.]PORI'ING

Malindi Water aud Sewerage Company exists to transfomr lives. The Conrpany's ntission is toprovide

sufficient higli-quality water and efficient sewerage services in the most cost-effective way drat exceed

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

driving force in everything we do. Below is a briefhighlight ofour achievetlents ineachpillar

Sustainability strategy and profi.le -

The Company has partnered rvith development agencies to iurprove ol1 the service delivery in

the under-sened areas. To increase the financial sustainability, the partnership is meaut to

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

2. Enviromrental perfomrance

'fhe Corlpany obtained fundilg from the world-bank under the Water and Sanitation

Developr.[ent Program. The funding is for use in construction of l0 ablution block and 2

dccentralized treatment facility iI various parts ol the service area. The Company is desirous

of maintain a clean envirottment in its operation.

3. F.ntployee welfare

Malindi Water and Seu,erage Cotnpany is an equal opportunity employer. The Company

encourages wotner to apply lor vacant positions in all areas aud does not disclitnillate against

any group. The Conrpany has a rervard and penalty system and colnplies rvith the Occupational

Safety and Health Act of2007 il keep safe with the welfare ofthe staff

4. Malket place practiccs-

'lhe Company regularly conducts customer and stakeholder foruns that ensure inclusivity and

c6nsultatively in its undertaking. All major projects are undertaken once 1he stakellolders have

been consulted- The Company has an anti-corr ption policy in place and does not coDdone acts

of comrption in its trading.

5. Communitylingageurcnts-

The Cornpany has a Company Social Responsibility Policy which enpures it gives back to tl.re

society. The Company delivers free water to comnunity establislimenls like schools and

hospitals to ensure there is a positive impact ill the society. 
'

\v
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thc

.64

cr)tity for (hc year endcd June 30. 2020 arc sel out on page l -fhe 
results show a net

Tlrc l)irecttrrs subnlit their reporl togethcr u,ith the fludited financial statements for the yeu.ended

.lunc 10. 2020 u,hich shorv thc slarc oilhc Malindi warcr and scwcragc company l-imited's affairs'

Principal sctivitics -_r rr-^.,ini
l-hc principal lclivirics ol'thc cnrily arc thc supply of watcr to thc Rcsiclents of Malindi and Magarini

sutr-counties.

Rcsults
l-hc rcsults of
loss of Ksh 45

Dit'ectors

The nrcmbers ofthe Board ofDirectors who served duling the year are shown on Page iii. In accordance

rvith Regulation of the Memorandum and Articles of Association of the Company' tlree directors

resign aier tt'ee years and are eligible for reappointment. No director resigned in $e current year as

they are serving their first term ofttuee years in office.

Auditon

The Auditor General is responsible for the slatubry audit ofthe ComPany in accordance with Article

ll9 ofrhe ConstitLrtion of Kenyl and the Public Audit Act 2015'

6.359

Dilidcnds

The Directors do nor recommend the payment ofdividends for the finarlcial yeat 2079f20.

By Order of the Board

angan

S

Malindi
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I\Ialindi \\rater and Ses erage Companl' Linrited
..Lnnual Reports and Financial Statcments
Iior thc \ ear ended June 30,2020

I I. S'[ATE]\TENT OF DIRECTORS' IIESPONSIBILI'I'IES

The Public Finance Management Act,20l2 and the State Corporations Act, require the Directors to

prepare financial statements in respect of Malindi Water and Sewerage Compauy Ltd, which give a true

and fair view of the state of affairs of Malindi Water and Serverage Company Ltd at the end of the

financial year ended 30 June 2020 and tlie operating results of Malindi Water and Sewerage Company
for year ended 30 June 2020. The Directors are also required to ensure that Malindi Water and Sewerage

Company Ltd keeps proper accountilg records which disclose with reasonable accul"cy the furancial

position of Malindi Water and Sewerage Cornpany Ltd. The Directors are also responsible for
safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of Malindi Water and Serverage

Company's financial statements, whiclr give a true and fair vierv ofthe state of affairs of the Company

lor and as at the end of the furancial year ended on June 30, 2020. This responsibility includes: (i)

maintaining adequate financial management arrangements and ensuring drat these continue to be

effective tlroughout the reportirg period; (ii) maintaining proper accounting records, which disclose with
reasona$le accuracy at any time the lurancial position of the entity; (iii) designi-ng, implerr,enting and

maintailing intemal controls relevant to the preparation and fair presentation ofthe financial statemeuts,

and ensuring tlut thgy are &ee from naterial misstatemellts, whether due to error or fraud; (iv)
safeguarding the assets of the Company; (v) selecting and applying appropriate accounting policies; and

(vi) making accounting estimates that are reasonable in dte circumstances.

The Directors accept responsibility for MAWASCO'S financial statements, tvhich have been prepared

using appropnate accounting policies supporled by reasonable and prudent judgements and estimates, in
confonnity with lnternational Financial Reporting Standards (IFRS), and in the tnanner required by the

PFM Act alld the State Corporations Act. The Directors are olthe opinion that MAWASCO'S financial

statements give a true and fair view of the state of its transactions during the financial year ended

June 30,2020, and of the financial position as at tlut date. The Directors further confirm d.re

completeness of the accounting records maintained lor MAWASCO, which have been relied upon in the

preparation of the its financial statements as well as the adequacy of the systems ol intemal financial

control.

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

concem for at least the next hvelve months from the date of tl s statemcnt. Tlte Directors note drat the

Company repo(ed a negative working cash flow as a result ofthe non-oost recovcry tariff, A new tariff
was put in place in October 2017 with the main creditor agreeing to extend the repaylent period.

irs bchirlll)y

rL

Director
\\ ll

t)i r

Approval of the financial statements

The Cornpany's financial statemenls rvere approved by the Board on 28 September 2020 and sigrted on
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REPORT OF THE AUDITOR-GENERAL ON MALINDI WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

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 the statement of financial
position as at 30 June, 2020, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Malindi Water and Sewerage Company Limited as at
30 June, 2020, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS ) and comply with
the Water Act, 2016, the Companies Act, 20'15 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1.0 Bank and Cash Balances

The statement offinancial position reflects a balance of Kshs.18,102,328 under bank and
cash balances which, as disclosed in Note 21(b) to the financial statements, includes an
amount of Kshs.1,582,740 held in the operations bank account. However, the latter
balance of Kshs.1 ,582,740 differs with the amount of Kshs.1 ,213, 140 reflected in the bank
reconciliation statement. The resultant variance of Kshs.369,600 has not been reconciled
or explained.

Under the circumstances, the accuracy of the bank and cash balance of Kshs.18,102,328
as at 30 June, 2020 could not be confirmed.

Report ol the Auditorl)eneral on Llalindi Wqter and Sev,erage Compary Limiled lor the ),eqr ended 30 June, 2020
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2.0 Undisclosed Going-Concern Material Uncertainty

During the year under review, the Company reported a net loss of Kshs.45,646,3S9 (2019
- a net loss of Kshs.10,044,658) resulting to a cumulative retained deficit of
Kshs.404,440,666 as at 30 June, 2020 (2019 - Kshs.358,794,307). Further, the current
liabilities of Kshs.692,731,824 exceeded the current assets balance of Kshs.313,136,798,
resulting in a negative working capital of Kshs.379,595,026, an indication that the
Company may be experiencing financial difficulties in settling financial obligations as and
when they may fall due.

The existence of the above material uncertainty may cast a significant doubt on the
Company's ability to continue as a going concern. The financial statements have been
prepared on a going concern basis on the assumption that the Company will continue to
receive financial support from the county Government of Kilifi, its creditors and bankers.
However, this material uncertainty in relation to going concern and any mitigating
measures put in place by the Company's directors to reverse the undesirable financial
position have not been disclosed in the financial statements.

3.0 Property, Plantand Equipment

3.1 Leased Assets

The statement of financial position reflects a balance of Kshs.515,948,124 under property,
plant and equipment. However, and as previously reported, included in the balance are
leased assets from the coast water works Development Agency (formerly coast water
services Board) whose value has not been disclosed. The ownership documents for the
assets and professional valuation reports to support the values assigned to the assets
were not provided for audit verification.

3.2 Revaluation of Assets

As disclosed in Note 16 to the financial statements, the property, plant and equipment
balance of Kshs.515,948,124 was arrived at after revaluation of assets completed on
20 June, 2019. However, the revalued assets include motor vehicles, motorcycles, land
and buildings of unknown value owned by the Coast Water Works Development Agency.
The Management did not separate these assets from the Company's assets and did not
provide details of the assets for audit review.

Further, disclosures on revaluation including the effective date of the revaluation; whether
an independent valuer was involved; the carrying amount for each revalued class of
property, plant and equipment; and the assumptions used in asset valualion were not
provided for audit review.

3.3 Exclusion of Additional Assets Acquired

Records provided for audit review indicated that during the financial year 2OlB/2019, the
Company revalued its assets to a value of Kshs.617,510,554 as at 30 June, 201g.
However, this value excluded additional assets acquired at a cost of Kshs.'13,622,724
during the year. As such, the property, plant and equipment balance of Kshs. 51 5,948,124
as at 30 June, 2020 is not fairly stated.

o
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3.4 Transfers and Adjustments

As disclosed in Note 16 to the financial statements, transfers or adjustments to plant and
machinery totalling Kshs.18,313,354 were made as detailed below:

Works
Valuation Amount

(Kshs.)
Year of Last

Payment
Booster Station and Watamu Junction Project 3,250,906 2010
Jimba Pipeline 1,691,040
Mayungu Pipeline 9,912,804 2014
Watamu South Pipeline 3,458,604 2012
Total 18,313,354

However, certificates of completion of the four (4) projects as well as handing over reports
were not provided for audit review.

Under the circumstances, the accuracy, completeness, valuation and ownership of
propedy, plant and equipment balance of Kshs.515,948,124 as at 30 June, 2020 could
not be confirmed.

4.0 Trade and Other Receivables

4.1 Long Outstanding Receivables

The statement of financial position reflects a balance of Kshs.245,283,1 16 under trade
and other receivables which, as disclosed in Note '18 to the financial statements, includes
receivables of Kshs.174,596,925 which was over 120 days old as at 30 June, 2020.
However, the Company has not developed a debtor's collection strategy on how to
improve efficiency in collections or recoveries of the debts.

Under the circumstances, the recoverability and completeness of trade and other
receivables balance of Kshs 174,596,925 as at 30 June, 2020 could not be confirmed.

4.2 Unsupported Share Capital Receivable

As previously reported and as disclosed in Note 22 to lhe 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, 2020.

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,2020 could not be confirmed.

5.0 Trade and Other Payables

The statement of financial position reflects a balance of Kshs.555,247,049 under trade
and other payables which, as disclosed in Note 28 to the financial statements, comprised
of trade payables and tax payables of Kshs.551,512,'186 and Kshs.3,734,863 respectively
lncluded in the trade payables balance of Kshs.551,512,186 is an amount of
Kshs.500,785,439 due to the Coast Water Works Development Agency. However,
records and financial statements for the Coast Water Works Development Agency as at

Report ofthe Auditor-General on Malindi llater and Sewerage Cornpary Limitedfor the year ended 30 June, 2020
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30 June, 2020 reflected an amount of Kshs.571 ,809,922 as due from the Company,
resulting in an unreconciled and unexplained variance of Kshs.71 ,024,483. Further,
supporting schedules for the tax payables of Kshs.3,734,863 were not provided for audit
review.

Consequently, the accuracy, completeness and validity of trade and other payables
balance of Kshs.555,247,049 as at 30 June, 2020 could not be confirmed.

6.0 Variances Between Financial Statement Balances and Supporting Schedules

Review of the financial statements revealed variances between balances reflected in the
financial statements and the supporting schedules as detailed below:

Item

Financial
Statements

Bala nce
(Ks hs.)

Supporting
Sched u le

Balance
(Kshs.)

Variance
(Kshs.)

Trade and Other Payables 555,247,049 552,248,299 2,998,750
Customer Deposits 49,362,364 n 49,362,364
Electricity 2,661,060 2,871,769 (210,709)
Office and General Supplies 17,713,151 18,238,555 (525,404)
Bank Charges and Commissions 395,570 982,803 (587,233)

No reconciliation or explanation was provided for the variances casting doubt on the
accuracy of the financial statements for the year ended 30 June, 2020.

7.0 Cost of Sales

The statement of profit or loss and other comprehensive income reflects cost of sales
amounting to Kshs.137,807,268 which, as disclosed in Note 7 to the financial statements,
includes an amount of Kshs.111,204,763 in respect of cost of water. The latter balance
includes an amount of Kshs.76,906,932 paid to the Coast Water Works Development
Agency. However, records maintained by the Agency indicated the amount paid by the
Company as Kshs.82,405,712, thus resulting in unreconciled and unexplained variance
of Kshs.5,498,780.

Consequently, the accuracy and completeness of cost of water paid to the Coast Water
Works Development Agency of Kshs.76,906,932 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 ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Report olthe Auditor-General on Malindi ll'oter qnd Sewerage Compory Limiledlor lhe year ended 30 June, 2020
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Key Audit Matters

Key audit matters are those mafters 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.

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.449,015,648 and Kshs.450,921 ,746 respectively
resulting in a net over-collection of Kshs.1,906,098. Similarly, the statement reflects final
expenditure budget and actual on comparable basis of Kshs.449,015,648 and
Kshs.496,568,104 respectively resulting to an over expenditure of Kshs.47,552,456 or
11% of the budget. The over expenditure is attributed to increased distribution of water
in the vast rural areas.

Other lnformation

The Directors are responsible for the other information. The other information comprises
the Report of Directors as required by the Companies Act, 2015, and the statement of the
Directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

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

ln connection with the audit of the 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. Based on the work I have performed on the
other information obtained prior to the date of this auditor's report, if I conclude that there
is 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

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Reporl oflhe Auditor-Generql on lllalindi llater and Seweroge Company Limited/or the year ended 30 June. 2020
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Non-Compliance to a Third Rule on Salary Deductions

ln the circumstance, the Company was in breach of the law

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk Management and overall governance were not effective.

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

(i) lhave 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, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

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

Basis for Conclusion

Review of the Company's payroll revealed that revealed that net pay for fifty-nine (59)
employees totalling Kshs.908,161 was less than a third of their corresponding basic pay
of Kshs.1,190,103. This is contrary to Section 19(3) of the Employment Act, 2007 which
provides that the total amount of all deductions made by an employer from the wages of
his employee at any one time shall not exceed two-thirds of such wages.

Report of the Auditor-Generql on Malindi ll'ater ond Severage Compant' Limited./br the year ended 30 June. 2020
6



a

(iv) ln my opinion, the information given in the report of the Directors on page xvi, is
consistent with the financial statements.

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
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
risk 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, 20'15 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,

Report o/lhe Auditor-General on Malindi llqter and Sewerage Comparyt Limitedlor the ),ear ended 30 June, 2020
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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) of 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 rn 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, pro,ections of any evaluation of
effectiveness to future periods are sub.iect to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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.

Report of the Auditor-General on Mulindi llater und Seu,erage C'ompunr- Limitcel for the year ended 30 June, 2020
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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.

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

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.

CPA N , CBS

Na irobi

10 February,2022
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llalindi \\'ater and Scrlerage Companl' Limited
Annual Reports and Financial Statements
For the ]ear endcd June 30,2020

1.1. s t A-tEl\IItNl' Ot' PROI I'I' OR LOSS ANI) O'l'lIltR. CONIPIU,.IIIiNSIVt!, INCOI\{ll
FOR',ilil.] YE.\R ENr)r,rD 30 JUNIi 2020

Notc 2019-2020 '2014-20t9

KS hs KShs

REVENUTS

Ilt,ve n u e 436,707,096 466,?26,+56

Cost of sales 7 (737,807,268) (761.,493,877)

Closs Profit 298,893,878 304,732,639

ln-Kind Contributions il 4,703,400 4,240,560

Other lncome () 9,517 ,250 1,1,,436,327

TOTAL RI]VENUES 313,114,474 320,409,520

OPERATING EXPENSES

Administration Costs l0 31.1. ,268 ,1.99 329 ,886,+24

Arnort ization of lntanqible Assets

Depreciation of fixed Assets

67 5,582 567 ,754

't2 46,817 ,056

Finance Costs 13

TO'I'AL OPERAl'ING EXPENSES 358,7 60,837 330,454,178

PROFTT/(LOSS) BEFORE TAXATTON [10,044,6s8)

INCOME TAX EXPENSE/(CREDIT)

PROFI't/(LOSS) AFTER TAXATION 1_4 (4s,646,3 59) [10,044,658)

OTHER COMPREHENSIVE INCOME
Fair value through comprehensive r nconte

Surplus on revaluation of PPE 447,264,384
TOTAI, COMPIiEHENSIVE INCOMIi FOR THE YEAR (4s,646,3s9) 437 ,219,726

Earnings pel share-basic and diluted

Dividend per share

[45,646,3 s9)-



]lalindi \\'ater and Ser\,erage Companv Linlited

Annual Rcports and Financial Statcments
For the I ear endcd June 30, 2020

Note ?019-2020 z0t8-2019

KSh s KShs

ASSETS

Non-Current As-sets

lntangible assets 15 2,t34,57 5 2,27 L,0L5
Property, plant and equipment 16 515,948,124 549,47 0,432

Total Non-Current Assets 518,0 82,69 9 551,741,447

lnventories \7 36,307,754 8,217,916
Trade and other receivables lu 245,283,11,6 t92,531,563
share Capital Receivable t9 s,000,0 00 5,000,000

Customer Deposit Receivable 20 8,443,600 8,443,600

Bank and cash balances '27 la,L02,328 17,65 8,610

Total Current Assets 313,136,798 2 3 1,8 51,6 89
Total Assets- a31,219,497 743,593,136

EQUITY AND LIABILITIES
Capital and Reselves
0rdinan/ share capital 22 5,00 0,0 00 5,000,000
Retained earninRs 23 (404,440,666) (358,794,307)

Proiect Grant Fund 24 26,728,959 26,t28,959
Capital Reserve Fund '25 39,53+,996 39,53+,996

Revaluation Reserve 26 4+7,264,384 447,264,38+
Capital and Rescrves I13,487 ,67 4 159,134,03 3

Non-Current Liabilitics
WSDP LonI 27 2 5,0 0 0,0 00

Current Liabilities
Trade and other payables sss,2+7,049 506,029,445

Provision for leave pay 29 2,0 0 0,13 3

Customer Deposit 30 49,36?,364 43,9t4,064
Retirement benefit obligations 31 88,122,411, 72,515,460

Total Cu rrent Liabilities 692,737,A24 624,459,toz

TOTAL EQUITY AND LIABILITIES 831,219,49A 7 83,593,13 5

I4. S'I'ATENIT.]NT' OI.' I.'IN,L\^CI L POSITION AS ,\'I 30 JUNF] 2()2O

The financial stalements u,ere approved by the Board on 28 September 2020 and signed on it1 behalfby

Maragirlg Director
Narrer Cerald Mwarnbire

Head ofFinance
Narne: Seith Kalurne
ICPAK M.NO:R/10436

Chailman ofthe Boald
Nanre: Andy l(asiwa

2'}\
2
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Nlaliudi Water and c\\'crage ompalt]

.\unual l{cl)orts irnd l;inartcial Sttltcrrrcnts
lrol thc )cnl enrlctl Juttc -10,2020

15. STATEMtrNT OF CEANGES IN EQUITY IOR THtr YEAR trNDED 30 JUNE 2O2O

I'artic ulars
Ordinarl
share capitrl

I{cr itlual ion
I{crerr e

Capital Resclve
Fund

llctflincd
carrtings

l r-r l:tl

At Jull' l. 20ltt s.000.000 -1().53.t.996 (3.r8,7.r9.6{9) (30J.21.1.65-1)

Net Loss For 'nre Year (10,044,65ri) ( r0.044.658)

Revaluation Gain 44'7,264,384 447 ,264,384

Al ,Iturc 30.2019 5.000.000 {.17.2 6t.l lt,l .19.534,99(r (3s8,794.307) l -1-1.{t05.1r7-1

,\t ,Iu11' 1.2019 5,000.001) J'17. 2 ()1..1lll 39.53,t.996 (-rs8,79.r.307) 133.005,071

Net Loss For The Year (45,646.359) (.1-5.646,i59)

Revaluation Cain

.-\t June 30.2020 5.000.000 .t.t 7.2 6.1.3 tt{ 39.5-1.t.996 (.10.1..1.10,66 7 ) 87,3 5lt,7l3
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16. STr\TElvtENT OF CASH IrLO\YS FOR TIIE YEAR ENDED 30 JUNtr 2020

zo79-2020 20ttt-20L9
I(Shs I(ShsNote

9,3 6 3,80 534 1,0,722,390)C:rsh eneratt:d from used in e rations()

9,363,805Net cash tuscd in activitiesenerated fronr o el'atin

INV[STING ACTIVITIES
74 13,294,7 49Purchase of lant and e m enterfo ul

2.838,7 69539,L4215Purchase of lntan ble assets
2,834,7 691:J 833,891Net cash ncrated ft'om used in investin activities

IINANCING AC'IIVITIES
ant reserveDecrease tnlncrease fo ect

2 5,000,00027WSDP Loan
2 5,000,000Net cash rrtlrated fronr used in activiticsfinanci

6 s25,036443,7 79INCREASE DECREASE IN CASH AND CASH E UIVALUNTS

11,133 574t7 658,610CASH AND CASH E UIVALENTS AT BEGINNING OF THE YEAR

17,658,610ZZCASI{ AND CASH E UIVALENTS AT END OF THE YEAII

l

OPERATING ACTIVITIES

(10,722,3901

18,102,330



NI:rlindi Watcr uud Setvcrage Company Limited
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I7. ST}\1'IJNIINT O['COMPARISON OF BUDGET.,\ND ACL'UI\I, ANIOUNI-S FOIT'I'HE PIiRIOD ENDI'I) 30 JUNI' 2020

Explanation of variance

a) 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

t) GeneralExpenses
The increase in budEet expenditure to actual was caused by increase in overheads in the service area including the cost of production and electricitY The

Company increased operations that were necessary for the distribution of water in the vast rural areas. Unnecessary expenses were deferred.

c) lnvestment Expenditure
There was reduced expenditure on investment as a result of the missed revenue collection targets in the financial year. The bulk of the income was channelled

5

originalBudget Adjustments Final BudSet Actualon Comparison Difference

ty 20]]9/20 Fy 2o19l2o Fy 20l9l2o Fy 2o19/2o Fy 2or9/2o Note

KShs KShs KSh5 KShs KShs

Revenues
Water Sale and Meter rent 545,454,195 Lr1,822,957 434,63r,234 436,701,O96 2,069,858

In l(ind Donation 4,240,560 4,240,560 4,7 03,400 462,540

Miscellaneous recei tS 72,280,829 2,136,979 10,143,850 9,577 ,250 (626,600)

Total incomc 561,97 5,544. 712,959,936 449,O15,644 45O,921,746 1,906,09B a

Expenses
209,904,654 17,913,336 191,991,318 193,627,044 L,635,7 26

Rent aid 360,000 3 (,0,0 0 0 3 75,00 0 15,0 00

Other payments 293,064,886 59,061,495 234,003,397 289,27 7,377 55,267,920 b

Investment made 32,526,044 10,865,105 21,660,939 13,294,7 49 (8,366,191) c

Loan Re a n]ent 26,720,000 25,t20,000 1,000,0 0 0 t 1,000,0001

567,975,544 t12,959,936 449,O75,644 496,568,1O4 47,552,456

Surplus for thc pcriod (4s,646,358) (4s,64C 35Al

to maintenance

ComDensation of Elnployees

Total Expenditure



l\'lalindi \\'atcr and Seu'eragc Conrpanl' l,inritcd

Annual Reports and Financial Statentcnts
For the l ear ended June 30, 2020

I8. NOTES'TO THE T'INANCIAL STATENTENTS

I. GENER{L INFORNI,,\TION

Malindi Water arrd Serverage Company Limited is esrablished pursuallt to the Water Act 2016 and

derives its authority and accor.rntability fr-orn the Company's'Act. The Comparty is wholly orvned

by the County Government of Kilifi and is dorniciled in Kenl'a. The entity's principal activity is

supply ofwater to the residents of Malindi and Magarini sub counties.

For Kenyan Cornpanies Act reporting pulposes. the balance sheet is represented by dte staternent

of financial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial staterrents

2. STATEMENT OF CON{PLIANCE AND BASIS OF PREPARATION

The financial staternents have been prepared on a historical cost basis except for tlie measurement

at re-valued amour:.ts of certain items ofproperty, plant and equipment. The preparation offinancial
statements in conformity with Intemational Financial Reporting Standards (IFRS) allows the use

of estimates ald assu[rptiotls. 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, wltich is the

functional and reporting currency of the Company.

'Ihe lurancial statements have been prepared in accordance widr the PFM Act, the Company Act
and lntemational Financial Reporting Standards (IFRS). The accounting policies adopted have

been consistently applied to all the years presented.

3. APPI,ICATION OF NItW AND REVISEI) IN'I'ERNATIONAL F-INANCIAL
I{EPORI'ING STANDARDS (IFIIS)

i) Relevant new standards and amendmcnts to published standards effective for thc )'ear
ended 30 June 2020

IFRS 16: Leases
'[he new slandard, effective for annual periods beginning on or after lst January 2019,

introduces a new lessee accounting model, which requires a lessee 1o recognise assets and

liabilities for all leases with a temt of more than l2 months, unless tlie underlying asset is of
lorv value. A lessee is required to recognise a right-of-use asset represrlnting its right to use the

underlying leased asset and a lease liability representilg its obligation to rlake lease pa)mrents.

6
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Nlalindi \\'ater and Serlerage Compan)' Linlited
.\nnual Reports and Financial Statenrcnts
l'or the )'ear endcd June -10,2020

NO llts'IO .l tlti l l-'.A.N('1,\t. S't.\I I'-l\Il'.N IS (( ontinuerl)

L APPLIC,\'tION Ol,- NEW ANl) I{E,\'ISItl) INTI'lltNA'l'IOn-,\L lilN,\N('L\1,
IIEPOITI ING S'l',\N I)ARDS (l l'llS) (Continued)

Relc\ ant ne$ standards and amendments to published standards effective for the J ear

ended 30 June 2020(Continucd)

Application of IFRS t6 requires right-of-use assets and lease liabilities to be recognised in
respect ofmost operating leases where the Company is the lessee. The Conrparry does not have

a lease agreements

IFRIC 2-l: Lirertain4' Owr incontc t&\ trestmelts

The ilterpretation addresses die detennination oftaxable profit (tax loss), tax bases, unused tax
losses. unused tax cledits and tax rates, when there is uncertainty over incotne tax treatn]ents

under IAS 12. It specilically considers:

Wrether tax treatnents should be considered collectively
Assumptions for taxation authorities' exarlinations
'Ihe detennination oftaxable profit (tax loss), tax bases, ulused tax losses, unused tax

credits and tax rates

The effect ofchanges in facts and circumstances

Anrcnrlments to IF-RS 9 titled Prcpaynrcnl F-esturcs tlith Negative Ctnnpensatiotr (issued in
October 201|

The amendments, applicable lo amrual periods begiruung on or after 1 January 2020, allow
eutities to measure pre-payable financial assets with negative compensation at amoftised cost
or fair value through other comprehensive income if a specified condition is rr.ret.

Amendntcnts to IAS 28 titled Long-tern Lrtcrests irt Associules and Joint Venturcs (issued

itt October 2017)

The amendments, applicable to amual penods begiruring on or after lst January 2020, claifu
that an entity applies IFRS 9, rather than IAS 28, in accounting for long-temr iutercsts in
associates and joirtt ventures. :

Amentlnrcnts to IFRS 3 - Artnual Intprovenrcnts to IFRSs 2015-2017 Cycle, issued in

Decenfier 2017.

The amendments, applicable to annual periods beginning on or after lsl January 2020, provide

additional guidance on applying the acquisition method to particular types of business

combinrtiou.

i)

l
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\Ialindi \\'atcr itrtcl Scu critgc ( onrparrl l.irttitcd
.\nnual llcpor(\ and l"inancial Stiltctncnls
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

i) Relet,ant nerv standards and amendments to published standards effective for the -vear

ended 30 June 2020(Continued)

A rcnd,,tents to IFRS 1l - Annual Intprovenrcuts to IFRSs 2015-2017 C)'cle, issued in
December 2017

The aurendmemts, applicable to aunual penods beginning on or after lst January 2020, clarifo

tl.rat when an entity obtains joint control of a business that is a joint operation, it does not re-

ureasure its previously held interests

Anrendntents to IAS 12 - Attnual Improvenrcnts to IFRSs 2015-2017 C)'cle , issued in

Decentber 2017

The amendments, applicable to annual periods begilnirlg on or after lst January 2020, clarifu

that all incorne tax consequences of dividends should be recognised rvhen a liability to pay a

dividend is recognised, and that these income tax consequences should be recognised in profit

or loss, other comprehensive incone or equity according to where the entity originally

recognised the transactions to rvhic} they are linked.

Amendnrcnts to IAS 23 - Artnual Intprotements ro IFRSS 2015-2017 C!'cle , issued in

Decenfier 2017

The amendments, applicable 1o anuual periods begituring on or after lst January 2020, clarifu

that the costs of bonowings made specilically fbr the purpose of obtainilg a quali$zing asset

that is substantially completed cau be included in the detennination of the weighted average of
borowing costs for other qualilying asscts.

Antcnrlnrcnts lo IAS 19 titled I'lnn Anrcndnrcnt, (-urtoilntutt or Set ente t (issued in

I''cbruur!' 2019)

T'he amepdments, applicable to plan amendrnents, curtailments or settlentents occurring on or

after the beginning ofthe first annual reporting period that begins on bi after lst January 2020,

requircs an entity to use updated actuarial assumptiorls to detetrnine current seruice cost and

net interest for thc rerlainder ol tfte agual reporting period aft'ei the plan ameldment,

curtailnlcnt or settlement when the entity re-measures its net defured b'enefit liability (asset) in

the manncr specified in tltc arnended standard.

IJ
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NO'I'liS TO TIIE FINANCIAL STATEI{ENTS (Continued)

2. APPLICATION OF NEW AND REVISED INTERNATIONAL T.'INANCIAL
REPORTING STANDARDS (IFRS) (Continued)

Antendnents to IAS I and IAS I Definition of ntaterial
The amendn.rents are intended to make the definition ofuraterial in IAS I easier to understand

and are not intended to alter the underlying concept of niateriality in IFRS Standards. The

concept of'obscuriug' lnaterial infornration rvilh immaterial iriformation has beeu included as

part of tlle new definition. The tlrreshold for materiality influencing users has beeu changed

frorn 'could influence'to 'could reasonably be expected to influence'. The definition ofrnaterial

in IAS 8 has been replaced by a reference to the definition ofrtaterial in IAS l. In addition, the

IASB amended other Standards and the Conceptual Framework that contain a definition of
material or refer to the term'material'to ensure consistency. The amendments are applied

prospectively for amual periods begimring on or after I January 2020, with earlier application

permitted.

The Cornpany is not affected by the application of the above standards.

Nerv and amended standards and interpretations in issue but not )'ct effective in the

1'ear ended 30 Junc 2020

IFIIS l7 lnsuranr! (\rt ructs (lssuL'tl l8 ,llrtt 201 r-)

IFRS l7 requires insurance liabilities to be rneasured at a current fulfillrrent value and provides a more

unifonn rneasurrment and prcsentation approach for all insurattce contracts. These requirements are

designed to achieve the goal of a consistent, principle-based accounting for insurance confacts. IFRS

l7 supersedes IFRS 4 Insurance Cortracls as of I January 2021.

Amendnrents to References to the Conceptual Frumanork in IFRS Standartls (Issued 29 Marclr
2019- Applicablc for annual periotls beginning 1 January 2020)

Together with the revised Conceptual Franrework published in March 2q19, the IASB also issued

Atnendments to References to the Conceplual Franrcv'ork in IFRS Standards. The docunent contains
amendrnents to IF'RS 2, IFRS 3, IFRS 6, IFRS t4, IAS l, IAS 8, IAS 34, IAS 37, IAS 38, IFRIC 12,

IFzuC 19, IFRIC 20, IFRIC 22, and SIC-32. Not all amendments, ho\\'ever, update tllose
ptotrouocements rvith regard to references to and quotes fiorn tlre frartrervork so that they refer to the

revised Conceplual Franey,ork. Sorne pronouncements are only updated to indicate which version of
the frarnework they are referencing to (the IASC frantework adopted by thn IASII in 2001, the IASB
frarnework of20l0, or the new revised framework of20l9) or to indicate that definitions ir: the standard

have not been updated rvith the nerv definitions developed in the revised ConcePtual Franlettork.

The Directors do not plan to apply any of the above until they become effective. Based on their
assess ent of the potential inrpact of application of the above, they do not expect that there will
be a significant irrlpact on the coupauy's hnancial statements.

9
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NO TES'tO tI{Il FINANCIAI- STAI I,IIENTS (Continued)

3. APPLICATION OF NEW AND RI]VISI]D INTERNAI'IONAI, I.INANCIAI,
REPOR-I'ING S'I'ANDARDS (IFRS) (Continued)

iii) Earll adoption of standards

The entity did not early - adopt any new or anlended standards in year 2019.

iii) SUN{I\{ARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of drese financial stalements are set

out below:

a) Revenue recognition

Revenue is recognised to the extent tlut it is probable that future economic benefits will florv
to the e,?/i/y and the revenue can be reliably measured. Revenue is recognised at the fair value
of consideration received or expected to be received in the ordinary course of lbe enlity's
activities, net ofvalue-added tax (VAT), where applicable, and when specific criteria have been

rnet for each of the enlily's activities as described below.

i) Revenue from the sale ofgoods and services is recognised in the year il which the enti6l
delivcrs products to dre customer, the customer has accepted the products and

collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognised ir the year in which tbe entily
actually receives such grants. Recurrent grauts are recognized in the statement of
comprehensive income. Developrnent/capital grants are recognized in the statement of
financial position and realised in the staten'rent ofcomprehensive income over the useful
life of the assets that has beer 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 mte method.

iu) Dividend income is recognised in the incorue statement in the year in wtrich the right to
receive the pa;.rnent is established

v) Rental income is recognised in the incorne statement as it acirues using the effective
lease agreements.

vi) Other income is recognised as it accrues. ;

b) ln-kindcontributions

h-kind contributions are donations that are made to the e/?/irl ilt the fotlr ofactual goods and/or
services rather than in money or cash temrs. These donations rray include vehicles, equipment
or persorurel services. Where the financial value received for in-kind contributions cau be

reliably detennined, the cIlirT includes such value irr the stalen)ent of corttprchensive incoure

both as revenue arrd as an expense in equal and opposite amounts; otherwise, the contribution
is not recorded.

l0
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3 SUI\lltARY OF SIGNIFIC.,\NI' ACCOUN-I'ING POLICIFiS (Continued)

c) Propcrt), plant and equipment

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

depreciation and impainnent losses.

Certaill categories of property, plant and equipmcnt are subsequeutly carried at re-valued
amounts, being their fair value at the date of re-r,aluation less any subsequent accumulated

depreciation and irnpaimrent losses. Wlere re-measurement at re-valued aurounts is desired, all
items in an asset category are re-valued through periodic valuations carried out by independent

extemal valuers.

lncreases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive ilcome. Decreases that offset previous increases in the carrying amount of the

sarre asset are clurged against the revaluation reserye account; all other decreases are charged

to profit or loss in the income stateltlent.

Gains and losses on disposal of items of property, plant and equipmelrt are detemined by
comparing the proceeds from the disposal widr tire net carrying amount of the items, and are

recognised in profit or loss in dre iucome statemellt.

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 equipmer)t is recognised iu the ircotue statement on a

straight-line basis to write down the cost of each asset or the re-valued amount to its residual

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

Buildings and civil works
Plant and urachirery
Motor vehicles, including urotor cycles
Conrputers and related equipment
Ollice equipnrent, lurliturc and fittings I 2.5 years

A full year's depreciation charge is recognised botlt in the year ofasset purchase attd in the year

of asset disposal. 
i

Items of property, plant and equipment are revierved arutually for impaimrent. Where the
carrying anlount of at asset is assessed as greater than its estimated recoverable amount, an

i,.t pui*l"nt loss is recognised so that the asset is writteu down imniediately to its estintated

recoverable amourrt.

25v
t2.5
4y
3y

ears or the unexpiled lease period
years

eal's

ears

II
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NOTES TO THE FINANCIAL STATEN{ENTS (Continued)

4 SUI\INIARY OF SIGNIFICANT ACCOUN'IING POLICIES (Continued)

e) Intangible assets

Intangible assets comprise purchased computer software licences, rvhich are capitalised on the

basis of costs incurred to acquire and bring to use the specific softrvare. -fhese costs are

arnortised over the estinrated useful life of the intangible assets from the year that they are

available for use, usually over tlree years.

f) Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estinuted useful life ofcornputer
software of three years.

All computer softrvare is reviewed arurually for inipaimrent. Where tlie carrying amount of an

intangible asset is assessed as greater than its es(imated recoverable amount, an irnpaimtent loss

is recognised so that the asset is writterr down immediately to its estimated recoverable amount.

g) Investment property

Buildings, or part ofa 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 investrnent property under non-current
assets.

Investment property is carried at fair value, representing open market value detemlined
periodically by independent extemal values. Changes in fair values are included in profit or loss
in the income staternent.

h) l,cascs

IFRS 16 introduces new or amended requirements with respect.to lease accounting. It
introduces significant changes to lessee accounting by removing the distinction between

operating and finance lease and requiring the recognition of a right:of-use asset and a lease

liability at commencement for all leases, except for short-term leases and leases of low value
assets. In contrast to lessee accounting, the requirements for lessor aicoutrting luve remained
largely unchanged. :

tl
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NOTES 'IO TIIE F'INANCIAL S'I'ATIINIENTS (Continued)

4 SUI\{i\{ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continrrcd)

i) Fixed interest inYestments (bonds)

Fixed interest investments refer to investnent funds placed under Central Barrk of Kenya
(CBK) long-tem infrastructure borlds and other corpomte bonds with the iltention ofeaning
interest income upon the bond's disposal or maturily. Fixed interest investments are freely
traded at dle Nailobi Seculities Exchange. The bonds are measured at fair value tlrough profit
or loss.

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities
traded freely at the Nairobi Securities Exchange or other regional and intenutional securities
exchanges. Quoted inveshnents are stated at fair value.

k) Unquo(cd in\ cstnrcnls

Unquoted irveslments stated at cost under non-current assets, and comprise equity shares held
in other Government owned or controlled entities.

l) Irrr cntorics

Inventories are stated at the lorver of cost and net realisable value. The cost of inventories
con.rprises purchase price, iniport duties, transportation and handing charges, and is
detennined on the movilg average price l'uethod.

nl) 'l'rilde lnd othcr rcceir':rbles

Trade and other receivables are recognised at fair values less allowances for any uncollectible
alrounts. These are assessed for intpaimient on a continuing basis..An estiniate is made of
doubtful receivables based on a review of all outstandirg amounts at the year end. Bad debts
are written offafter all efforts at recovery lrave been exhausted.

n) Taxation

Currutl in< onrc kE

Current iucoure tax assets and liabilities for the cun-ent period are neasured at the amount
expected to be recovered f'ronr or paid to the taxation authorities. The tax rates and tax laws
used to colnpute the amount are those tllat ar€ elracted or substdntively enacted, at the
repofiing date ilr tlie area where the Entity operates and generates taxable income. Currerrt
income tax relating (o items recognized directly in net assets is recognized in nct assets and
not in the statement of hnancial perfomrance.

l-l
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n) lrr\a(ion (( o ntitr ttctl )

Currt'nt intonrc trLt ( Contin u (d)

Current income tax assets and liabilities for the cun'ent period are measured at the arnount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax lau,s

used to compute the anroullt are those that are enacted or substantively enacted, at the
reporting date in the area where dre Entity operates and generates taxable income. Current
income tax relating to iterns 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
provisiors where appropriate.

l)tlcrrL,l tu.t

Deferred tax is provided using the liability method on tentporary differences between the tax
bases of assets and liabilitics and their carryilg amounts for financial repoffing purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differeuces, except irr respect
oftaxable tenrporary differences associated with investlnents 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 tlie tenlporary differences will not reverse in the
foreseeable funrre.

Deferred tax assets are recognized fbr all deductible temporary differences, the carry forurud
ol unused tax credits and any unused tax losses. Defened tax asscts arc recognizcd to the
extent that it is probatrle that taxable profit will bc available against which the deductible
temporary differences, and the carry forward ofunused tax credits and unuscd tax losses can
be utilized, except in respect ofdeductible temporary differences associated with investments
in controlled entities, associates and interests in joint ventures, deferred tax assets are

recognized only to the exteut that it is probable that the temporary d(fferetlces will reverse in
the foreseeable future and taxable profit will be available against which the temporary
differences can be utilized. 

.

'fhe carrying amount oldeferred tax assets is reviewed at each reporling date and reduced to
rhe extent that it is no longcr probable that suftlcient taxable profit will be available to allow
all or part of the defered tax asset to be utilized. Unrecogrrized defened tax assets are le-
assessed at each reporting date and are recognized to the extent that it has become probable
tlrat future taxable profits will allow the deferred tax asset to be recovered.

Defened tax assets and liabilities are rneasured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (aud tax laws)
that have been e[acted or substantively enacted at the reporl.ing date.

l+
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NOTES TO THE FlNAi.*CIAI STATEI\{ENTS (Continued)

4 SUI\tl\IARY OF'SIGNIFICAN'I' ACCOUNTING POLICIES (Continued)

n) Taxation(Continued)

Dafi'rr<,l tu-r (Contin ucd)

Deferred tax relating to itenrs recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legalty
enforceable right exists to set off current tax assets against current incon'Ie tax liabilities and

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

o) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, shoft-temr deposits on
call and highly liquid investnrents with an original tnaturity olthree months or less, which are

readily convertible to krown amounts ofcash and are subject to insigniticant risk ofchanges
il value. Bank account balances itrclude amounts held at the Central Bank ol Kenya and at

various Cornmercial Banks at the end of dre reporting period. For the purposes of these

financial slaternents, cash and cash equivalents also include shofi tenr cash imprests and

advances to autliorised public officers and/or institutious which were not surrendered or
accounted for at the end of the firiancial year.

p) Bo rrorrings

lnterest bearing loans and overdralts are initially recorded at lair value beittg received, net of
issue costs associated with the borrowing. Subsequently, these are tneasured at anlorlised cost

using the elfective interest rate nrethod. Amortised cost is calculated by taking into account
any issue cost and arry discoulrt or prernium on settlement. Finance charges, including
premiums payable of settlerleut or redemption are accounted for on accn:al basis and are

added to the carrying amount of the instrumeut to the extent that they are not settled in the
period in which they arise. Loan interest accruing during the constructiorl of a project is

capitalised as part ofthe cost of the project. '

q) Tradc and othcr payablcs

Trade and other payables are non-interest bearing and are can'ied atihlnoltised cost, which is
measured at the fair value of contractual value of tlre consideration to be paid in future in
respect of goods and services supplied, rvhether billed to the entity or not, less any paylnents

rnade to the suppliers. i

l-5
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NO'l'E,S I'O l lIFl FINANCIAI, S'l ATEI\IItNTS (Continucd)

.l SUNTNIT\ItY Ol- SIGNIF'lC.4N'I' ACCOUN'rlNG POLICIES (Continued)

r) I{etircmentbenefitol)ligfltions

The entity opemtes a defined contribution scheme for all full-tirle employees from July 1,

2013. The scheme is administered by County Pension Fund fomterly LAPTRUST and is
funded by contributions from both the courpany and its eurployees. The corlpauy also

contributes to the statutory National Social Security Fund (NSSF). This is a defined
contribution scheme registered under the National Social Security Act. The company's
obligation under the scheme is limited to specific contributiolts legislated from tirre to time
and is currently at Kshs.200 per employee per month.

s) Provision for staffleave pay

Employees' entitlements to annual leave ate recognised as they accrue at the employees. At
provision is made for the estimated liability lor alurual leave at the reportmg date.

t) Exchange rate differences

The accounting records are maintained in the functional currency of the prirnary economic
enviromnent in which the entity operates, Kenya Shillings. Transactious in foreign currencies

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

prevailing at the dates of the transactions or valuation where itens are re-rneasured. Any
foreign exchange gains and losses resultiug lrorn the settlement ofsuch transactions and frorn
the translation at year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in profit or loss.

u) Budget information

The original budget lbr IrY 2019-2020 was approved by the Directors on 19 May 2019.

Subsequent revisions or additional appropriations were made to dre approved budget in
accordance with specific approvals lrorn the appropriatc authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the fiural budget. The Company later revised its aunual budget
in line with the trading for dre first halfyear. The revised budget w4s at Ksh 449,015,648

The entity's budget is prepared on a different basis to the actual iacome and expenditure
disclosed in the financial statements. The financial staternents are frepared on accrual basis

using a classification bas'ed on the nature of expenses in the', statelnent of furancial
p".fo.rrrurr"", whereas the budget is prepared on a cash basis. The:amoulrts in the financial
staternents were recast frorn the accrual basis to the cash basis and reclassified by presentation

to be on the same basis as the approved budget. A comparison ofbudget and actual amounts,

prepared on a comparable basis to the approved budget, is then pres6nted in the statement of
comparison ofbudget and achral amounts. In addition to the Basis difference, adjustments to
amounts in the financial statements are also made lor differences iu the fonnats and

classification schenres adopted fcrr the presentation of dre financial statetnents and the

approved budget.

l()
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NOTT S 'tO THE FINANCIAL STATENIENTS (Continued)

.l SUI\IN{ARY OF SIGNIFICANT ACCOTINTING POLICIES (Continued)

:

u) lludget information (Continucd)

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

ofcoruparison ofbudget and actual amounts and the ach:als as per the statemertt of ltnancial
perfomrance has been presented under note 17 on statemellt of conrparison of budget and
actual amourts in these financial statements.

The Entity analyses all aspects of service concession arrangements that it enters into in
detenr.rinilg tlie appropriate accountirg treatrnent and disclosure requirernents. [n parlicular,
where a private party contributes an asset to the arrangemcnt, the Elltity recognizes that asset

when, and only u,hen, it controls or regulates dre services the operator must provide together
with tlie asset, to wholn it must plovide them, and at what price. In the case of assets other
than 'rvlrole-of-life' assets, it controls, through orvnership, beneficial entitletnent or otherwise

- any significant residual interest in the asset at dre end of the arrangement. Any assets so

recognized are measured at their fair value. To the extent that an asset has been recognized,
tlie Entity also recoglfzes a coresponding tiability, adjusted by a cash consideration paid or
received.

rr) Conrpirratir c ligurcs

Where necessary cornparative figures for the previous finaucial year have been atnended or
reconfigured to confonn to the required changes in presentation.

x) Subsequent events

'Ihere have been no events subsequent to tlte financial year end with a significant impact on
thelrrrancialstatementSfortheyearendedJune30,2020.

SIGNII,-ICAN'I' JUDGMENTS AND SOUR.CIiS
UNCERTAIN'tY

or,' ES'|'I|A1'tON

The preparation of the Entity's financial statelrrents in confomrity with IFRS requires

management to make judgme[ts, estimates and assumptions tlut affect,the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at dre end of
the repofiing period. However, uncertainty about these assumptions and estinrates could result in
outcoiles that require a material adjustlnent to the carrying antount of the asset or liability
affected in future periods.

17
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SIGNIFICANT JUDGEN{ENTS AND SOURCES OF ESITNIATION UN*CER'I.AINTY
(Continued)

Estimates and assumptions

The key assumptions conceming the future and other key sources of estirratiorl unceftaitlty at the

reporting date, that have a siguificant risk of causing a material adjustlnent to the carrying
amourlts of assets and liabilities rvithin the next financial year, are descnbed below. The Entity
based its assumptions and estimates on parameters available when the financial statements were

prepared. I{owever, existing circurstarrces and assumptions about future developments may
change due to market changes or circumstances arising beyond the control of the Entity. Such

changes are reflected in the assumptiotts when they occur.

Uscful lives and residual lalues

The useful lives ald residual values ofassets are assessed usirg the Ibllowilg indicators to infornl
potential fuhrre use and value from disposal:

o The condition ofthe asset based on the assessntent ofexperts employed by the Entity
o The nature of the asset, its susceptibility and adaptability to changes in technology and

processes
o The nature ofthe processes in which the asset is deployed
. Availability of fundhg to replace the assets

. Changes in the nrarket in relation to the asset

Provisions

Provisions were raised and managen'rent detemrined an estimate based on the infonnation
available. No additional disclosures of these estimates of provisions is ilcluded separately.

Provisions are r:reasured at the managenent's best estirate of the expenditure required to settle

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

material.

lii
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\O l lls l O I III- I'l\,\N('1.\1. s l,\Tl'llll'.\ l S (('onlirtrrt'd)

6 I{t,.\'t_\t 1..

7 COST OF- SALES

8 I\-Kt\l) l)()N.\'l l()\
2019-zozo 20rB-2019

l(Shs KSlrs

Seconded Perso nnel 4,7 03,400 4,240,560

4,703,400 4,240,560

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

Water and Sewerage Conpany lirnited

9 O]'}IEII INCON'IE
20t9-2020 20ta-Zo79

I(Shs KSlrs

Other miscellaneous receipts 9.577,250 tt,436,321
9,577,250 71,436,321

zot9-2o20 2014-ZOt9
I(Shs KShs

Water Sale 427,797,446 452,084,756

M eter Rent 14,903,650 -14,1.41.,700

436,701,096 466,226,456

2019-?o?o 20ta-2019
l(Shs KSh s

Cost of Water 111,204,7 63 132,9L4,500

9,326,447 t2,996,446

4% WASREB Regu latory Levy 77 ,27 6,064 15,582,870

r37 ,AO7 ,?64 16L,493,4L7

l9

Adtninistrative fees to CWWDA
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NOTES TO THE F'INANCIAL STATENIENTS (Continued)

l0 (a) OPERATING COSTS
20 t9-2020 20tB-207.)

KShs^ KShs

Advertising, printing, stationery andjroto,copylng 7 ,L80,793 6,963,482

Auditors' remuneration 644,828

Bank clra rges and co tnrn iss io rts 39 5,5 70 7,466,530

Communication services and supplies 8,941.,662 7 ,957,845

Consultancy fees 1,183,148 1.,69-t,450

Corporate Social Responsibility 2,595,345 3,208,57 0

Directors' emoluments - Note 10 [aJ 5,257 ,71.0 6,762,592

Electricity and water 2,661.,060 5,592,070

H ospitality supplies and services 9,257 ,71.5 6,849,L03

Insurance costs 1,540,782 1,87 7,7 49

Legal fees 572,800 1,109,151

0 ccu ational Safe & ll ea ltlr 0sH 7,320,544

Office and general supplies and services 77 ,7 t3,t51. 1.7,282,460

Rep airs, Maintenance & Minor Works & Others 26,952,045

0ther operating expenses 8,821,403 9,552,7"t7

Provision fbr bad and doubtlul debts

Rent expenses 375,000 360,000

Repairs and tn:rintenance 7,377,777

sraff costs - note 10 [b) 193,627,044 202,778,035

Staff train ing expenses 976,287 1,8 60,159

Transpo rtation, travelling and subsistence t7,025,899 1.8,956,-t46

317,264,t99 329,A86,+24

10 (a). IIIRECTORS EMOLUMENTS ?oL9-2020 20ra-2o79
I(Shs l(Shs

Chairman's Ho noraria 960,000 1,001,290

Directols emolurnents 2,820,000

Other allowances 1.,477,770 2,7 41,302

Total director elnolurrlents 5,257 ,710 6,7 62,592

t0

700,000

32,498,602

3,020,000
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10. (b) sTAIr!' cosTs

I I \NI()tt 117..\'l l()N ()t.'IN l.\\(;llll.l.l ,\ss1,- l s

t2 t)ItPIt[]cl,{'lIoN ol,- FIxll,D ASSIi fs

zot9-2020 2014-20t9
I(Shs KShs

Salaries and allowances of permanent employees 159,329,A40 170,884,561

Wages of temporary employees
Staff In-Patient and Out-Patient Medical Fund 13,3 60,601 9,790,203

Compulsory national social security schelnes 482,800 491.,400

Other pension contributio ns 17,062,803 t7 ,25 4,87 1

Leave pay 3,391,000 3,697,000

L93,627,044 202,ttB,o3s

The average nunrber of employees at the end of the yeal'
was:
Permanent employees - Management 7 7

Penlanent employees - U nionisable t52 t25
Temporary and contract employees 47 77

'206

2079:2020 '2014-20t9
KShs KSh s

Anrortizatio n

At luly 1 567 ,7 5+

Charge for the year 675,582 567 ,7 54

D isp o sals

Impairment los
At lune 3 0 7 ,2+3,33 6 567 ,7 54
Detailed schedules on the lntangible Assets is found in note 15

2078-ZO19
I(Shs KShs

Depreciation
At luly t 68,040,722

Charge for the year 46,81.7 ,056

D is posa Is

lmpairment loss

At lune 30 tt4,B57,l7A
Detailed schedules on the Intangible Assets is found in note 16

21
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I3 I,'IN,\NCIi ('OS'I'

l{ oPt..ll.\Tt\c Pr{oFI1

2019-2020 20ta-zot9
I{Shs KShs

lnterest expense on loans

Interest expense on bank overdrafts
Total

2019-2020 2074-2019
I(Sh s KShs

The operating profit/(loss) is arrived at after
charging/ (crediting):

Staff costs fnote 10bJ L93,627,044 202,118,035

Depreciation of property, plant and
equipnrent

46,815,681

Amortization of intangible assets 675,582

Directol's' emoluments - fees 3,780,000 4,02L,290

- others 7,477,770 2,7 47,302

Auditors' remuneration - current year fees 644,828 700,000

Total 247,020,446 209,540,624

22
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NOTES TO THE I'INANCIAL STATEMDNTS (Continued)

I5 INTANGIBLE ASStrTS

'l'his refers to the purchase of the accountilg software and improvement on it

I

IN,I/lNGIBLE ASSIj'I'S 'zot9-2020 201t|-20r9

KSlrs l(Shs

Cost

At luly 1 2,834,7 69

Additions 5:19,142 2,838,7 69

Disposals

Transfers/ad j ustmeDts

At end ofycar - 30 lune 3,377,911 2,434,7 69

Anrortizirtion

Ar July 1 567,754

Depreciation

Disposals

Impairnlcnt loss 67 5,542 567 ,7 54

Transfer/adiustments

Ar 10 June 7,243,336 567 ,7 54

Net Bool( Value at lune 30 2,134,575 2,271,O75

23
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trr c Yc,lr

I6 PROPERTY PLANT AND EQUIPNIEN'I'

Freehold Land,
Buildings arrd
Civil Works

l)larrt and
Machiner)'

Motor vehicles,
lncluding Motor'

cycles

Conrputers &
Related

Equipnreflt

Ofiicc Equipulent,
Furlliture &

Irittings
'I olnl

IiShs lishs l{Shs I(5hs I(Shs I(SLs

Cost

At 30 lune 2019 412,020,428 1o2,t01,432 33,550,000 27,O96,416 ,t2,734,07 B 617,510,554

Additrons 253,192 9.67 6,064 9.135 1.,168,346 1.888,012
13,294,7 49

Disposals

Transfers/adiustments

Revaluation Reserve

At end ofyear - 30 lune 2020 4t2,27 4,0?0 111,780,896 33,559,135 28,565,162 .t4,626,O90 630.B05,303

Deprcciation

Ar 30 lune 2019 2,408,:r27
35,677,422 10,661,376 10,610.76s 8,681,832

6tl,0.10,122

Depreciation 10.306,851 73,972,612 8,389,784 8,569.549
5,57 8,261

.r6,817,056

Disposals

lmpairment

Trrisfer/adiustmcnts

At 30 lune 2020 72,715,t78 49,650,434 19,0S1,160 19,180.31,1 14,260,O93 114,A57,178

Nct Book Value at rune 30 2020 399,558,843 62,130,462 14,507,975 rl,3 B.l,8.t B 30,365,9.r7 s 15,9,t8,124

t4

:t020
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Nlalindi \\rater and Se$'erage Compan)' Limited

Annual Reports and Financial Statements
For thc )'eal'ended June 30, 2020

17 INVENI'ORIES

18 'I-RADII AND OTIII'T{ IIECIIIVABLES

l8(a) GIIOSS TRADE AND O'IIlllli I{ECIiIVABLES

20L9-?O?O 2014-2019
KShs

Ap purtenances spares 3 05,760 65,206

Building Materials 1.1.4,349 25,882

Cleaning and San itatio [r rraterials 128,253 7q o?q

Cold Water Meters Accesso ries 1.1,7 49,778 2,659,451

Computel's consumable parts 80,233 18,160

Motor vehicle spare pal'ts 2t1.,999 47,984

Office Equipment 813,168 184,053

Pipes and fittings 2L,029,2B7 4,7 59,7 80

Stationery and general stories 1,568,057 354,915

Tools and Equipment 20t,3t6 45,566

llniform and Boots 77,827 4,03s

Water Analysis Equipment 87 ,7 27 19,855

36,307 ,7 54

20t9-2020 2014-20t9
I(Shs KShs

Trade receivables - note 18 [a] 245,283,L16 192,5 31,5 63

Staff receivables
Gross trade and other receivables 245,243,176 792,531,563

Plovision fot bad and doubtfitl receivables

Net trade and other receivables 245,243,tL6 t92,53t,s63

zo19-2020 zota-2019
l(S hs KSIr s

Trade receivables 245,283,L16 1.92,531,563

Provision for doubtful receivables

Net Trade Receivables 245,243,tt6 192,531,563

At June 30, the ageing analysis ofthe gross
trade receivables was as follows:
Less than 30 days 39,7 67 ,87 5 27 ,339,482

Between 30 and 60 days 24,7 46,224 8,086,326

Between 60 and 90 days 6,1.72,097 1.2,574,552

Between 90 and 120 days 13,053,902 6,738,605

Over 120 davs L61,543,023 137,452,599

245,2A3,716

21
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I9 OItl)I1\-,\ll.\' SH,\RE, C.\PI I'AI- RECIaIVABLE

20 crus't'oNrt,tR DEPostt' ttECMvABI-tt

2I (A) C]ASII AND BAI'.\K T}AI,ANCES

2019-20?0 ?ota-7019
I(Shs KShs

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

5,00 0,000 5,000,000

Un paid:

5,0 00,0 0 0 5,000,000

20L9-2020 2074-2019
KShs l(Shs

Customer Deposit Receivable 8,443,600 8,443,600
8,,143,600 8,4,+3,600

These are Customer Fixed Deposit receivable before the inception ofthe Company. This is to
be refunded by CWSB

z019-2020 20ta-2019
I(Sh s KShs

Caslr at bank 1.8,702,328 1.7,658,610
Cash in hand

ta,to?,324 17,658,610
See detailed cash and bank balances in note
20ibl

2ti

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



Nlllindi \\'atcr and Solerlge Companl' Linrite d

For thc year endcd June 30,,2020

2l (b) Detailed analysis ofthe cash and cash equivalents

The make-u of bank balances and short term de osits is as follows:

207U-2079201c)-2020ACCOUNT NO.ACCOUNT NAMENO BAN I< /BRANCH

I<Shs l(Shs

1,649,193 2,07 2,571.7104220504MAWASCO REVENUE A/CI I(CB.MAI,INDI BRANCH

7,686,1771,5a2,7 401. 1.0422057 72 I(Cts.MALINDI BR-ANCH MAWASCO OPERATIONS A/C.

77 2,9961.104220377 172,996KCB.MALINDI BRANC}I MAWASCO DEPOSITS A/C.

7081703447667 708MAWASCO SAVINGS A/C4 I(CB-MALIN DI BRANCH

326,472 3 28,0637704224186MAWASCO PROIECTS A/C,KCB-MALINDI BRANCH5

1,311.,71.81.771300247 1,395MAWASCO UBSUP-KIBOKONI PROJECT A/C.6 KCB-MAI,INDI BRANCH

998,08999 6,8981224.619129MAWASCO.LOAN REPAYMENT ACCOUNTl KCB-MALINDI BRANCH

289,3001.236741776MAWASCO,WORLD I]ANK ACCOUNTB KCB.MALINDI BRANCH

3,266,300 1,589,043045-0293125064MAWASCO REVEN UE A/C9 EQUITY-MALINDI BRANCH

5,1.34,493 2,158,010074413001,3926POST BANK COLLECTION ACCOUNT10 POST BANK

1,281,2364,681,0337080 01SAFARICOM-MPESA ACCOI]NT11 SAI]ARICOM

7A,102,328 t7 658 61{lTOTALS AS PER STATEMENT

29
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NOTIIS 'I'O TIIE FINANCIAL STATIINIENl-S (Continued)

22 ORDINARY SHARE CAPII'AL

2-l l{l) l'AlNIiD UARNIN-GS

21 PITOJUC'I GRAN'I' F'UNI)

75 CAPII'AI, I{ESERVII FUNI)

20t9-20'20 20ta-2019
KShs I(Shs

Authorized:

5,000 ordinary shares of Kshs.1,000 par value each
5,000,00 0

5,000,00 0

Unpaitl:

5,000 ordinary shares of Kshs.1,000 par value each
5,000,00 0

5,000,000

zot9-2020 2074-2019
KShs t(Sh s

As at the Start of the Year (358,794,307) (348,7 49,649)

Net loss for the Year (45,646,359) (10,044,658)

Prior Year Adjustment
As at the End of the Year (404,440,666',1 (3s8,794,3O71

zot9-2020 '2014-ZOt9

l(S hs

Projects Reserve Fund 1,863,7 40

WSTF- UBSUP-KIBOKONI PROIECT GRANT A/C 24,265,21.9 2+,265,279

26,12A,959 26,t2A,959

2074-2019
I(S Il s KShs

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

39,534,996 39,534,996

l0

KShs

7,863,740

2019-Z0ZO
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26 ITE,VALUATION I{ESURVE,

The Courpany carried out asset identification, tagging and valuation in order to establish the true value
of the assets in its area ofjurisdiction. The values were recognized in tl.re financial year ended 30 June

2019

27 WATER AND SANITATION DEVELOPI\{ENT PROJECT
2019-?O?0 20t8-2019

KShs

2 5,0 00,000

I{Shs

WSDP Loan
2 5,000,000

I

I The Company obtained fiurding under the World Bank Water and Sanitation Development Project for

I infrastructuredevelopnrent.

2lt I l{,\l)l!,\NI) ()-l lll'.1{ I',\\',\ltl-l'-s
zo79:2020 20ra-Z0t9

KShs KShs

'f rade payables 5 51,512,1 86 502,294,582

Taxable payable 3,734,863 3,734,863
555,247,049 so6,oz9,445

29 PIIO\/ISION I,'OIT I,I|AVI! PAY

Provision for annual leave pay is based on services rendered by full+ime and contracted eurployees up to the

end ofthe year.

2019-zo?o 20ra-2019
KShs KShs

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

447 ,26+,344 447,264,384

2019-2020 20ta-20t9
I(Shs

Balance at the start of the yea t' 4,926,134

Leave pay for the year "\,390,867 770,999

Leave pay / Utilized during the yeaf [3,391,0001 [3,697,000)
Balance at the end of the year 2,000,133

3l

KShs

2,000,1 3 3
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2019-2020 zotB-zot9
KShs KShs

Balance at the start of the year 43,9t4,06+ ?a,s75,o14
Deposits paid before the inception of the
Company

4,443,600

Additional Deposit paid during the year 5,833,300 7,185,850

Customer Deposits refunded during the year (385,000) (290,4001

Balance at the end of the year 49,362,364 43,974,O6+

.10 ( tis I'()ll l._t{ t)l,.l,osl t'

.11 I{t,. I ll{t..\ ._\ | l ,.\t..lrt I s ()Bt.t(;.\ I Io\s

'I'he Company operates both defined benefit schcnre lor stalfeurployed before July 2013 and Defined
contribution scheme for staffemployed afterJuly 2013. The schene is administered by Counly Pension
Fund ar.rd is funded by contributions fiorn both the company and its employees.'Ihe company also
contributes to the statutory National Social Security Fund (NSSIT). 'lhis is a defined contribution
schenre registered under the National Social Security Act. The company's obligation under the scheme
is limited to specific contributious legislated from tirne to time.

2019-:20:20 2017 -20t4
KShs

Balance at the start ofthe year 72,575,460 58,806,269
Additional Employer's and Ernployees'
contributions

37,32t,773 3t,667,255

Beneflt utilizcd during the year'

Balance at the end of the year 84,122,471 72,515,460

32

I

KShs

(r5,7 74,762) (17,9s2,064)
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32 lio f ras 'l () I'lIE s't.\'t'l.t\Ilt\t' ot.'c.\su t. l.o\\'s

,1_3

?ot9-2020 2014-2019
KShs KShs

Reconciliation of operating profit/(loss) to

cash generated frorn/(used in) operations

Operating pro fi t/(loss) (4s,646,3s9) [ 10,044,658)

Depreciation/Anronization 675.5 82 567 ,7 54

Depreciation 46,81 7,056

Operating profit/(loss) bcfore s orking capital changcs
1,846,279 (9,47 6,904)

(Increase)/decrease ir inventories (28,089,838J 4,000,010
(lncrease)/decrcase in tradc and other reccivables (5 2,751,5 5 3) 357,950

Increase/(decrease) in trade and other payables 49,217,604 (3,195,891)

lncrease/(decrease) in Retirement Benefi ts Obligations I 5,606,951 13,7 09,191

lncrease/(decrease) in profits fiom Retained [iamings

Inclease/(decrcasc) in Staff lcave provision (2,000,133) (2,926,007)

Lrcrease/(decreasc) in Customer Deposit - old [8,443,600J
Increase/(decrease) in Customer Deposit 5.44ft,3 00 I 5,339.050

Cash generated from/(used in) operations (r0,722,390) 9,363,805

J
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33 REVALUATION RESERVE

The levaluation reserye lelates to the revaluation of cerlain items of property, plant and

equipment. As indicated in the Statement of Changes in Equity, this is stated after uansfer of
excess depleciation. Revaluation surpluses ale not distl'ibutable.

34 ITETAINED E.{Rn*INGS

The retained eamings represent amounts available for distribution to the Company's
shareholders. Undistributed retained eamings are utilised to finance the Conrpany's business
activities.

.15 I ._t..\'t'It) P.\Ilr'\' t)IS('1.()Strt{t..s

The County Governn,ent of Kilifi is the prircipal shaleholder of tlie entity, holding 100% ofthe
Company's equity interest. The County Covemment of Kilifi has plovided full guarantecs to all
long{emr lenders of the entity.

37 FINANCIAL RISK ]\IANAGF]I\IEN-I'

'lhe entity's activities expose it to a variety of financial risks including credit and liquidity risks.
The company's overall risk mauagenrent programme focuses on unpred ictability of changes in
the business environnent and seeks to minimise the potentiaI adverse clfect ofsuch risks on its
perlormance by setting acceptable levels ofrisk. The con.rpany does not hedge any risks and has

in place policies to ensure rat crcdit is only extended to customers with an established credit
history.
'l-he compauy's financial Iisk n]anagement objectives and policics ale detailed below:

(i) Credit risk

The entity has cxposure to credit risk, whioh is the risk that a counterpafiy will be unable
to pay anounts in lirll when due. Credit risk arises {i'om cash and cash equivalents, and
deposits with banks, as well as trade and other receivables and available-lor-sale financial
investments.

Management assesses the cledit quality ofeach customer, taking into account its financial
position, past experience and other factors. Individual risk limits ale set based on intemal
or extemal assessment in accordance with limits set by dle dilectols. The arnounts
presented in the statelrcnt of financial position alc net of allorvances lor doubtful
receivables, estinrated by the conrpany's managenrent based on plior experience and tlieir
asscsslnent ol- thc cun'cnl cconomic envilonmcnt.

The canying amount of financial assets recorded in the financial statements representing
the entity's nraximum exposure to credit risk rvithout taking account of the value of any
collateml obtained is made up as follo*'s:

ll

36 CAPITAL COMMITMENTS
No Capital commitments were rnade at the year- end in these financial statenents.
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The board of directols sets the compauy's credit policies and objectives alld lays dowll
parameters within rvhich the various aspecls of credit risk managernent are operated.

ii) Liquidity risk management

Ultinate responsibility for liquidity risk management rests with the entity's directors, who
have built an appropriate liquidity dsk management framework for the management of the
entity's shon, mediuni and long-term funding and liquidity management requirements. The
cntity manages liquidity risk tlx'ough continuous monitoring ol lorecasts and actual cash

flows.

( iii) I\It rket risk

The board has put in place an intemal audit function to assist it in assessing the risk faced by
the entity on an ongoirg basis, evaluate and test the design and effectiveness ol its internal
accounting and operational controls.

Market lisk is the risk arising hom changes in market prices, such as interest rate, equity prices
and foreign exchange rates which will affect lhe entity's income or the value ol 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 retum. Overall
responsibility lor managing rnarket risk rests rvith the Audit and Risk Management
Couunittee.

The company's Finance Departrnent is responsible for the development ofl detailed risk
n'ranagement policies (subjecl to review and approval by Audit and Risk Management
Committee) and for the day to day implementation oIthose policies.

There has becn no change 10 the entity's exposure to market tisks or the manner in which it
nranages and rleasules the risk.

38 INCOPORATION

The entity is incorporaled in Kenya under the I(enyan Companies Act and is dorniciled in I(enya

39 EVENTS AFTER THE REPORTING PERIOD

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

40 CURRENCY

The financial statements are prcsented in Kenya Shillings (Kshs) i:

-.t 5
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APPEN'DIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the sumrnary of issues raised by the extemal auditor, and n'lanagement com.n:rents that wete provided to the auditor- We have nominated fbcal

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

l0lh Jun! 20:0l'artrally Rcsolved
Scith KaluDre

I.'jnance Managcr

The Company bas had a noD cost
recovery tariflihat llas led 1o a Degative
working casht'low. Thc uranageuenl
applied for a tadffreview which was

implenrented frcm Oclolr.r 2017. This
expected 10 bc rcve$ed over the tnri ll'

30" luuc 2019
l{csolvedManaging Director

Mr Gemkl Mwaurbnt
The Drcnagcorent has lcndercd fbr ir

professional valuation of dre asscts

urrder Coasl waler Scrvrccs Board

L€ased Assets

No o\,me6hip documenls for leased assets from Coast water

Services Board neither professional valuaton rcports lo suppon the

values assigned to lhe nssets.

2.t

l0L'.lrnc 2019llcsolvedMaDasine Dircclor
Mr Gemld Mwambrre

The managemcnt carricd oul asset

idcntilicatior laggll)g aDd valmtion.
The co:nplete Iist rs now available tbr

Unreconciled variance ifl property, Plant and EquipmeDt

The balance in the statement ofEoanciai position did not reconc e

with i}e schcdule pmvided

l0'r'.lune 2019I(csolvcdFinance Mflnagcr

Scith Kalumc
Thc rnaDagcDrent lras rcconciled tle
balances as at rDceptionofthc CoDrpnny
and schcd lcs ol' lbe debtom is now
available

at tlre inccption ofthitornpany.

Non-CunEnt Retcivablcs

No documcntary evidence was availed for audit review in suppon

ofthe deblor balanccs inherited liom Coast water Scrvices Board

-1

30'r'JLrtrc 2020Ma'raging Dtrtclor
Cemld Mw:urb'l:

The Manascmcnt has e,igagcd dre

County Covennrrcnt ol Krliti lbr thc
subscriptions as lhc owreB of lhc
Company drrough dle Cou,r(Y Legal

Ollicer

Share Capital Rcceivabl€

Sharcs had not been paid for as at 30 June 2018. In the

circunstanccs, it was not possible to coDfiDn whetllel or not the

subscribcrs were desircus ofhaving the Company

.l

Itl(h lrnrr:0leManaging Dircclor

Cemld N4waurbne

'fhc Nanagcment is gurded by thc
Scrvice l'rcvision Agreernerrt which
p,ov;des for a relirndon the nalurc ol-

works done. The rra agenrcDl futs

howevcr taken up the poiccl ltr rls

books ofaccounts but stillpuNurng it
w*h CWSB

i6

\
{ic:l t'{}rnl l)ersoll to
solvc thq irsttr: {:\'bzrr

nttd tlcsi,.ltulion) l

GoiIg{oncem

The Company madg a loss and is wo*ing on negative working
caprtalan indrcalron 6rl $e Con)pany,nay be expcnencmg

financial ditticulties in settlfug financial obligations as and when

they may fall due-

Delegated Works
Thc accumcy and vatidiry of tlrc cxpendibre ofKshs. 18,113.353

in rcspect o I delegated worts carried out ,s ,t 3 0 June 20 I 6
cannot be ascenained as rccotG available fiom the Board do not

reflect these dcbts ns qnied out by the Company on beh:llf of
Coast Water Sewices Board.
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30" Jnne 2019Manag, g Dircctor

Gcmld Mwnrnbnt
Tbc manageDent has tconciled lle
schedulc ofdrc Customcr Deposil
Receivable from Coast Water Services
Board at dre inception oflhe Company
The Conlpany is still pursuing thc
refund from Coast Wale. Selaices
tsoard

Customcr Deposit Receivable

No schedules werc availed for audit rcvicw to support lhcse

balances lbr deposits received fro customers lrl€n over by Coast

WaterScrvrces Board when tho Company was r,rcorpomted.

l0'r'Junc 2019Irinance ManiScr
Sei(h Kalunre

Thc ditlercDce in drc rrnount duc lo
Coasl Watcr Seraices Board was

rc.nnciled and is awartiDg irtcor?omrion
aDd folnal issuancc o l_crcdit notes to drc

CoDrpany.

Tradea d Other Payables

Tllde is an unreconciled amourt between the accounts held by the

CornpaDy and CWSB for ihe supply ofbulkwater itrbo& amounls

owed and amout paid.

lo'L'lunc 2019ll.solvcdFinancc Managcr

Seith Kalume
The Company has ltlly adoptcd thc
GAAP ,bnnat in lhc prepamlion ofthc
bank reconcihations

sl Bank and Crsb Balances

Kenya Commerci.l Bar ( Revenue Account

There was non-disclosure ofunpresen!€d cheques and Don-

lintrce 1o thc GAAP in,econciliation fonnat
J0'r'Ju'rc 2019l(csolvcdFilrallce Managcr

Scith Kalunre
The CorDpany has firlly adoptcd the
CAAP tollnal in llrc prEpanhon of ll)c
bank reconcilialions

Kenya Conrmeicial Bank- Opcmtiom Account

There was non-disclosure ol dre dates which fte unpresented

cheques werc cleared, a net olTofarr over dm\rn cash bookagainst

tlrc bank nccount mntrary to the GAAP

3.2

Fnranc. Manager

Scith Kalumc
The Company has lully adopled drc

GAAI' fonnat in the prcpamlron ofthe
baflk fi:conciliatlons

Keoya Coonnercial Bank - DePositAccoult

There was net olTdre account agaiost the C.A-A-P irl lioancial
til

l01h Jrnc 2019lirlance Nlanagcr
Seith KalLInc

The CoDrpany has tully adopled lhe
GAAP lbnDai rn th€ pr.pamlron oflhe
baok rcconciliations

Ke.ya Cornmercial Bani( - Savings Account

Tlere was.o net o ff.dfpverdra ft aEairst{rs cash'book balanE

conuuy to the CAAP

3.4

loth Junc l0l')The CoNpany hns fully adopled the

CAAP forulal in the prcplllntion ofthc
bank reconcrlialions and its supporlirrgThcrE was r1o bank ceni6crte to suptrcf ihe arDoun! reflected in

dre traltk slalcmcnt as al the closc ofthe fnaDcial year

Post Bink Collection AccouDl

s.5

loth Junc 2019llcsolvedfinance Manager
Scill) KaluDre

The CoDrpa y has fully adopted dre

GAAP fonnat in thc prep"]lr,rlron oflhe
banl reconciliations and its supFrtiDgThere was no Mpcsa Slatenrcnl and Conl'innalion ce licates 10

suDDon the N4Desa Balance rq)orted

Safancom Mpesa Accounl

36
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Notes:
(i) The Company used the same reference numbers as contained in $e extemal audit report;

(ii) The Company obtained the "lssue/Observation" and "managemenl comments", required above, from final external audit report that is signed by Management;

(iii) Before approving the report, tie Company discussed thc timeframe with the appointed Focal Point persons responsible fr:r implementation of each issuc;

(iv) Tl.ie Company indicare t5i itatui oT+Resolied'' orkFl6tT.esolved'-'by the date ofsubmitting tlris repbrt to National Treasury.

Manag ln [)ilcelor Chainnau o Boar'd

e44>ot Ae

Stxh Ju'rc 2019l{csolvedFinancc Manager
Scith Kalune

The msoagernent hss edopted lhc
GAAI format for repo ngonthccash
and bdk rtr:onciliauons. An thc stale
cheques have ti€en rEverscd

Stale Ch€ques

Th€rE was no rcvssal ofstalc chcqucs
8.7

Panially Rc'solved l0r'.Junc 2019-l 
cch,r ica l Maragcr

lsaac Chibulc
Thc MaMgement consirlers lhis loss as

siglificant and has panncrcd w,lh donor
to lrclp improve on the inl'rnslructurc to
redrce dris loss. The project is caprlal
irtensive and Lhe manngement has

approachsi the work in six phascs. ]llc
tnraet for the yea s 30%

Non-Revmuc WatEr

The Company rEgisGr€d a Non-Revenue for wster lo*s (NRw) of
6%, loss amounting to an €slnn cd 28,970299 dt a ratc of73.27
per cubic meler.

:1{)'] rc 201()Mxnigtrrg Dircclor

Ccmld Mwamllrc

The managc cllt has cngr8cd rc

County Govcmlncnt of KrLIi thrlugh
the Legal Olllcerofl thc AnlurlCcneril
Mceting where the diro;lorx rl:lilr: and

o$ers are appoinled

The managsment has co nnunicatcd to
the direcloN seconded [o the Company

on tirc payment o fsi(ing al lolvances and

the DaYment stoDDed immedialcly

DirEclors Emolumcnls

Drrecrors had no1 rctrrcd in accordancc to thc M&E while somc

Dircclors appointcd by &c Counly Covcmment of Kilifi 1o fie
Boad wcrc irrEgularly paid srlhng allowanccs lbr ancndng Board

Mectings even though they wcrE employccs of fte County

Covcmment.

t0l

Datc

38

Date.
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APPENDIX I1: PROJECTS IMPLEMENTED BY THtr ENTITY

Projects

Projects implemented by the Conipany Funded by development partners

'
I

Pro,ect title Nuorber I)onor Period/
duratio n

Donor
conlnritnler)t

Separate doItor
rcportirg(yes/no)

Consolidnted
in thcsc
fin^ncirl

sta tcrlrelrts
1. Mida
Matsangoni
Water Project

07w / cwsB/ t{t Ll F I / M ALI N D I /40 Water Services Trust
Fund

201,6-201,7
18,208,528

Ycs Yes

2. WSTF-UBSUP
Kibokoni Project

'o 1 H S/ CWSB / Kt Lt Ft / M ALt N D t / 1 4 Water Services Trust
Fund

2015-2018
10,750,684

Ycs Ycs

ST.\'I lrs OI PIIOJECTS CO]lPl.LTlON

l'roject 'l'otrl projccl Cost 'l olirl erpcnded to dale
Conrplctioll Yo

to date
lludgct ,\ctu:ll pct quarter Sourc(s

1. Mida
Matsangoni
Water Project

19,266.40r
18,I99,273 940/.

19,266,401
4.549,318.25

Water
Services Trust
Fund

2. WSTF.UBSUP
Kibokoni Project

12.003,000
1.7()(1.()li0 l5%

24,212,613
440,245.00

Water
Services Trust
Fund

1'otal

.31.27,1..101
19.960.?53

13,.179.01.1
.1,990.063.25

Watcr
Services
Trust Fun(l

39
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