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I. CORPORATE INFORMATION

Incorporation

The company is a limited company by guarantee established under the Companies Act Cap 486
(Revised 2015) and licensed by Tana Water Services Board through Service Provision Agreement
(SPA) signed on 2™ May 2006 and reviewed on 4™ May 2012.

Principal Activity

The principal activity of the company is to provide water and sanitation services within Murang’a
town and its environs.

Vision:

To become a world class water and sanitation service provider that exceeds customer's
expectations now and in future.

Mission:

To provide affordable water and sanitation services in an effective, efficient and sustainable
manner to all within the Muwasco’s area of jurisdiction.

Core values:

1. Customer focus

8]

Integrity-ethical conduct

3. Teamwork and cohesion among staff

4. Networking and collaboration with external IPs
5. Commitment to duty and professionalism

6. Equity

7. Transparency and accountability

THE BOARD OF DIRECTORS

NAME DESIGNATION

Dr. P. K. Munga Chairman

Eng. D. Ng'ang’a Managing Director

H. M. Mwithiga Member

J. K. Mwirigi Member-Left the board in December 2019
S. Karina Member

M. Gichomo Member

P. Kiguta Member

E. Gathima Member

B. Wanjeri Member

P. Macharia Member

J. Kamwaga Member-Joined the board in October 2019
A. Mutiria Member- Joined the board in October 2019

o
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COMPANY SECRETARY

Gichuke Ribathi & Company Advocates
P.O BOX 5556-00200

NAIROBI

REGISTERED OFFICE
Muwasco Building, Murang’a
Kangema Road

P. O. Box 1050 - 10200
MURANG’A.

COMPANY CONTACTS
Telephone-0712292544
E-Mail-managingdirector@muwasco.co.ke
Website-www.muwasco.co.ke

CORPORATE BANKERS
1. Equity Bank Ltd.
P. 0. BOX 1060 - 10200,
MURANG’A.

[§]

. Cooperative Bank Of Kenya
P. 0. BOX 954 - 10200,
MURANG’A.

2

. Family Bank
P. O. BOX 1130 - 10200,
MURANG’A.

AUDITORS

Office of Auditor General
P.O. Box 30084 - 00100
NAIROBI.
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1. THE BOARD OF DIRECTORS

He is an industrialist and a business man with interests in banking,
manufacturing, insurance among others. He has vast experience in
both public and private sector and has been contributing immensely to
the community in scholarships and other social wellbeing. He is a
former chairman of Equity bank and a member of boards of various
blue-chip companies. He is the proprietor of Equatorial Industrial Park
and Pioneer group of schools among others.

He is a qualified Certified Public Secretary (CPSK) and holds many
DR. P.K. MUNGA other certificates in management and corporate governance. He is
| chairman to the board.

He is the current Managing Director of Murang'a Water & Sanitation
Company since the company's inception in 2007. He has huge
experience in the water sector and also has worked in the private
sector. He is a registered engineer, has a BSC civil engineering
degree, Executive Masters degree in Business Administration and a
diploma in Community Development. He has attended numerous
managerial and administration courses both locally and abroad.

ENG. D. NG’ANG’A

‘ He has vast experience in both the public and private sector having
' worked for many years with BAT rising to the post of Area Marketing
Manager. He founded and is the current proprietor of Murang'a
Tobacco Distributors. He has served in many schools management
boards as well as ACK church council committees in various
capacities.

He holds various post high school certificates in sales, management
and corporate governance. He is the chairman audit and risk
management committee of the board.

1 H.M. MWITHIGA
‘ He is an experienced finance manager who has served in the public

sector for more than 10 years and is currently the Murang'a Town
Manager for the last four years. He served with the now defunct
County Council of Murang'a in the capacity of Marketing
superintendent and later as Senior Accountant.

He holds a Bcom in Finance. He is also a qualified accountant
(CPAK) and also a qualified public secretary (CPSK) and has studied
various management and administration courses. He left the Board on
December 2019.

J.K. MWIRIGI

She has vast experience in community development and the founder
and current director of an NGO called Friends For The Abused People
International (FOTAPI). She has also worked in various capacities
with: NACADA, ECK. Uwezo Kenya, Joyful Women, Probation
office and been a member of school boards.

She holds a bachelors degree in social work and administration and
has numerous certificates in community development related courses
from various institutions. She is a member of finance and
administration committee of the board.

S. KARINA
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M. GICHOMO

She is a career journalist with experience in journalism and social work.
She has also worked as an assistant director at Radio Maria station. She
has been involved in various youth development programs and
represented the youth in various capacities. She is also a founder
member of Murang'a Active Youth Group.

She is a diploma holder in Journalism and diverse certificates from
various institutions. She is a member of Audit and risk management
committee of the board.

1

P. KIGUTA

A career accountant, he has enormous experience in the private sector as
well as participated in many social and community development
activities. He is currently a partner with Ruhiu & Associates CPAs. He
has been the chairman of the Murang'a chapter of the Chamber of
Commerce and Industry, organizing secretary of Kikuyu council of

elders (Murang'a). He has also served in various capacities in religious |

organizations.
He has various post high school certificates. He is the chairman of the
finance and administration committee of the board.

E. GATHIMA

He has many years of experience in representing the physically
challenged persons in various capacities. He has served in the capacities
of treasurer, secretary and chairman in various groups of the physically
challenged.

He has attained certificates in food production, evangelism &
discipleship and computer packages. He is a member of finance and
administration committee of the board.

B. WANIJERI

She represents Maendeleo ya wanawake. She is a diploma holder in |

human resource and guidance and counseling from university of Nairobi.
She has also undergone short courses in local government supervisory
management and effective supervision course. She has worked as a
human resource officer, administrative officer and senior secretary. She
is a member of Audit and risk management committee of the board.

P. MACHARIA
CECM WATER &
IRRIGATION
MURANG’A

He is a holder of Master of Science in Human Resources Management |

from the Jomo Kenyatta University of Agriculture and Technology. He
is also a holder of Master of Business Administration majoring in
Finance and Accounting from Mount Kenya University. He has
undertaken an undergraduate degree in Bachelor of Commerce
(Accounting Option) from the Kenyatta University. He is currently
pursuing a PHD in finance from the Jomo Kenyatta University. He is a
Certified Public Accountant (CPA-K). He also worked as the Chief
Executive Officer of the Murang’a County Initiative Co. Ltd. He has

served as Business Development Manager at the Pioneer International |

University.
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J. KAMWAGA

She represents women organizations. She holds certificates in
Community rehabilitation, Population management and integrated
family life. She has vast experience in Project profile preparation,
entrepreneurship and strategic planning.She has experience in civic
education and has participated in constitution review process as a
district delegate in Bomas of Kenya.She has also worked with various
Government agencies, NGOs and private institutions as a consultant
and trainer on community empowerment programs. She has also served
as a chairperson in various positions including National Council of
women of Kenya Kiharu branch, National Council of women of Kenya
Murang'a County Chapter, Murang'a county peace Committee and
Family Health Options Kenya.She is a member of National Council of
Women of Kenya (NCWK) and a member of Finance and |
administration committee of MUWASCO Board. '

' AMUTIRIA

He is a holder of B.Ed (Arts) from Kenyatta university and currently
pursuing his Masters in Linguistics in the same institution. He also hold
senior management certificate from Kenya School of Government with
vast experience in management of both private and public institutions.
He has served in Thika Technical Training Institute (TTTI) as chief
Technical and Vocational Trainer and also in Gitugi Girls High School
as dean of studies. He commands business acumen and has experience
with Royal Media Services Limited as a regional sales representative.
He is a member of Public Relations Society of Kenya and a member of
Audit and risk management committee of MUWASCO board.
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MANAGEMENT TEAM

The Company’s senior management team is as follows:

1.

BSC CIVIL ENGINEERING,

EMBA. DIP. COMMUNITY g{f?{gé%;(i
DEVELOPMENT
ENG. D. NGANG'A

3
CPA(K),
B.COM. MASTER OF PUBLIC &%ﬁxggﬂf\h
POLICY AND ADMINISTATION

CPA .J. MAINA
3,
~ ‘ : TECHNICAL

BSC CIVIL ENGINEERING NGRS

& A

ENG.P.KARENJU

B.COM HEAD OF INTERNAL
CPA(K) AUDIT
CPA. P. NJERU
3
BMC, HEAD OF
DIPLOMA IN JOURNALISM & | CORPORATE
MEDIA STUDIES AFFAIRS
J. MBUTHIA
6.
DIPLOMA IN
| ENVIRONMENTAL ;%’;?Tg;m G AND
TECHNOLOGY,CERTIFICATE | o0 2 "0
IN M&E
P. MWANGI

E v

LILIAN MAINA

B.Sc. (HRM) ,Diploma
Business Management(HRM)

HEAD OF HUMAN
RESOURCES &
ADMINISTRATION
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IV.  CHAIRMAN’S STATEMENT

It is my pleasure to release our annual report and financial statements for the

year ended 30t June 2020. During the year, the company continued to make

Improvement in key performance areas which ensures stakeholders’ value and

guarantees the residents of Murang'a have access to safe and reliable water
services.

Operating Environment

The breakout of the Covid-19 pandemic during the third quarter of the financial
year affected all sectors of the economy and the company's business was
severely hit by this disaster. Most of the major consumers of our services
downscaled their businesses while others closed their operations altogether
thereby causing a major drop in our revenues.

Despite this difficult operating environment, the company has remained afloat
and we have continued to position ourselves to meet the expectations of our
customers.
As an institution, we continue to listen to views of all our stakeholders and
endeavor to develop, run and work in an environmentally sustainable and
socially responsible manner. This includes a continued focus on operational

efficiency, resources conservation efforts and responding to the expectations of
our stakeholders.

Expansion Programmes

Amid the many challenges we have continued to focus on ensuring that we
deliver services to our customers and provide them with reliable and sufficient
water to improve their hygiene more so during this covid-19 period.

In this regard we implemented programmes to both expand our network to reach
the un-served residents as well as partnering with the county government of
Murang'a to set up public water points all over our area of jurisdiction for the
public to wash their hands and protect themselves from contracting covid-19,

In addition, during the year, our continued relationship with our development
partners ensured that we constructed a storage tank at Embassy and procured
a double cabin pickup and four motorbikes.

We also expanded our water networks and connected more than 1,000 new
households with our services.

Financial performance

I am elated to report another year of continued progress for MUWASCO in which
our financial performance showed improved growth. Revenues from operating
activities in the year rose to ksh 195.7 million from ksh.182.7million reported
in the year 20109.

The increased sales and prudent management of the available resources enabled
us to continue investing in fixed assets to continue with our investment plan.

Future Plans
Looking ahead, the board will continue to support investment in new projects to

ensure the continued growth of the company and progress towards achieving
the company’s main objective, that of delivering greater value to its customers
for socio-economic development.
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CHAIRMAN’S STATEMENT(continued)

Our success depends on our abilit
responding to change.

With favorable operating environment, support from our stakeholders and
financial partners, we expect to continue expanding our water supply network to
the un-served areas in our newly expanded Murang'a municipality.

y to figure out the future by anticipating and

This expansion programme which is
an estimated investment of over ksh
mobilization.

part of our new strategic plan will require
-2 billion which calls for a lot of resource

Acknowledgment

Lastly, I would wish to extend my sincere appreciation to the MUWASCO Board
of Directors, Murang'a County Government, Tana and Athi Water Works
Development Agencies, the Ministry of Water & Sanitation and Irrigation and our

customers for their support. 1 also express gratitude to the management and
employees of MUWASCO for their hard work over the financial year.

Thank you.

<

Dr. ) K. MUNGA
‘Chairman, Board of Directors
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V. MANAGING DIRECTOR’S STATEMENT

General Overview

I'am delighted to report yet another annual performance of the company for the period ended 30™
June 2020. The company's performance has remained stable despite the unpredicted challenges
experienced during the last quarter of the financial year as a result of the global Covid 19
pandemic. Our challenges of high Non Revenue Water has continued to pose a challenge in our
operations due to the aged infrastructure which requires huge investment for renewal. We are
seeking partners to fund the renewal of the old infrastructure in order to reduce the Non revenue
water to acceptable levels. In our proposal we expect to renew infrastructure in Murang'a CBD and
Mukuyu. The demand for water in our area of jurisdiction has increased and we are also seeking
various ways to increase our daily production capacity to meet the current water demand.

The impact report issue no 12 of 2020 released by WASREB ranked us number two (2) in our
category and number five(5) overall for the year 2018/2019. The rank was based out of 83
companies countywide. This is an indicator of the potential we have even to perform better.

Our customers have continued to enjoy quality services and this is evident from feedback we are
receiving from them and we target to improve on this even higher.

During the financial
WASPA and other wa

community

converged to learn on how to avert the changing climatic conditions through planting of

indigenous trees and also planting trees which can be used as a source of food.

We have developed our strate

gic plan for the company to steer our growth for the next five years
i.e 2020 to 2025.

Company performance

Below is a summary of the company performance during the year compared to the previous two
years:-

No. ITEM 2017 /2018 2018 /2019 2019 /2020

1 Total Billings (Kshs in Millions) 188.7 182.7 195.7

2 Operating Exp (Kshs in Millions) 191.1 186.5 196.7

3 Capital Exp (Kshs in Millions) 51 15 2.5

4 Number of active water Connections 12,308 13,060 14,073

5 Number of active sewerage Connections 4,997 5,089 5,424 |

The performance of the company has continued to im
we were able to increase the active water connections

With internally generated funds and the su
Water for life the following projects were co

prove. During the financial year 2019-2020,
by 1,013 connections.

pport of partners such as TWWDA, AWWDA, and
mpleted during the year:-

1. Through internally generated funds rehabilitation of water pipelines to various areas at a
cost of Ksh 10.6 millions.
2. Through internally generated funds extension of sewer networks in St Mary and Station

road areas Ksh.0.5 millions.

10
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MANAGING DIRECTOR’S STATEMENT (continued)

3. Through internally generated funds office furniture'
Millions.

4. Through TWWDA commencement of the last mile
Ksh 50 millions.

s and computers at a cost of Ksh. 1.4

connectivity project which will cost

Environment conservation

Through environmental degradation water resources are getting scarce each and every day and if
the situation is not corrected we may not have water to serve our consumers in the near future.
During the year we were able to plant 50,000 indigenous trees and donated 10,000 seedlings to
farmers and staff members from our tree nursery at Karie sewerage treatment plant. The aim of this

s to ensure that we regain the forest cover as per presidential directive of more than 10% from the
current 7% to ensure the environment is conserved even for our future generations.

Gratitude

I take this opportunity to thank the Board of Directors for their strategic and policy guidance
during the concluded financial year 2019/2020. To the management and entire staff members of
MUWASCO, you have done your part but we have room for improvement and it's my belief that
we will achieve much through your commitment and dedication. I am confident that we have all
the skills necessary to manage the significant opportunities and risks that lie before us.

Lastly my gratitude goes to Murang'a County Government, MUWASCO stakeholders, TWWDA,
WASREB, AWWDA, W.S.TF, ministry of water and sanitation & irrigation, our development
partners and other institutions who supported us financially or otherwise.

In addition I also thank all those not named above but have given us moral as well as material

support. It is through your contributions that we have reached where we are and we encourage you
to continue supporting us even in the future.

ENG. D.NG'ANG'A
MANAGING DIRECTOR

11
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VI. REVIEW OF PERFORMANCE FOR THE YEAR ENDED 30™ JUNE

2020

Muranga water and Sanitation Company has strategic
plan for the financial year 2015/2016 - 2019/2020.Th
for the financial year 2019/2020 are prepared in the |

pillars are as follows:

1. Accessibility to adequate water and sanitation services
2. Financial resources

3. Human resource capacity
4. Corporate image

Muranga water and sanitation com
pillars. Assessment of the Boards
basis. The company achieved its performance t

pillars and objectives within its strategic
ese annual reports and financial statements
ast year of the strategic plan. These strategic

pany develops its annual work plans based on the above 4
performance against its annual work

plan is done on a quarterly
argets set for the financial year 2019/2020 period

management system based

certification

for its strategic pillars, as indicated in the diagram below.

PILLAR 1 To provide 80% of Strategic | Extent of Remarks

Accessibility to population access to plan implementation

adequate water and | water services and 60% target

sanitation services | of population to
sewerage services

Strategy 1 Expand water and
sewerage network
Activities
Expand water reservoir 4 4 2No. new tanks
system---4 additional 100% constructed+ 2No.
tanks rehabilitated
Increase water connection | 15000 12,500 There is need for
to 15000 active (83%) expansion of area of
connections Jurisdiction
Increase sewerage 6000 5,000 Gap 1,500 — projects by
connections to cover 60% (83%) county government not
of area of population o done
Construct additional water | 4 4 Mbombo, Gacharu and
kiosks—target 4 new ones (100%) Kabuta(2)
Construct additional 2 1 1No. at Kangema road
ablution blocks- target 2 50% junction not done
new ones
Remove spaghetti 100% 40% -Kiharu DMA
connections and install Sourcing for funds for
larger pipes to serve more more rehab
customers
Embrace new technology | 100% 80% Remaining sewer
in block mapping of mapping almost
sewerage system complete

Strategy 2 Enhance service delivery -
Provide necessary tools 100% 80% Continuous

- and equipment o

Adopt quality 100% 80% Applied for ISO

12
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L on ISO standards N
Setting up 24hrs response | 100% 70% Only stand by Team in
team place
Increase payment points 100% 100% Done
(E-bills, M-Payments)

Automate meter reading 100% 100% Integrated Meter Utility

. Management in place |
Conduct customer 100% 100% Done
satisfaction surveys every
2 years and implement

| recommendations

Strategic | Extent of remarks
plan implementation
target
PILLAR 2: Increase revenue 150m 100% 200M p.a currently
financial base to 150,000,000
sustainability per annum
Strategy 1 Reduce unaccounted | 20% Current 25% Regional metering and
for water to 20% by (60%) DMAs demarcation in
2020 progress and strengthening
NRW section
activities
Carry out block 100% 80% continuous
mapping and zoning
of meters
Rehabilitate sections | 100% 30% Working with partners to
of water system prone rehabilitate the old network
to leakage
Use modern 100% 60% More equipment to be
technology for leak procured
detection
Take legal action 100% 75% At least 6 legal cases
against staff and instituted every month and
customer making consumers are heavily
L illegal connections penalized
Strategy 2 Improve revenue
collection
activities
Ensure accuracy and 100% 75% Bills sent on time but new
timeliness of bills to billing system being
all active water and implemented
sewerage customers
Formulate and 100% 75% Debt collection procedures
implement formulated
mechanism for
collecting old debts
Commission water 100% 100% Operations started
bottling plant

13
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implement effective
performance
management appraisal

system

Write funding 10 6 done Proposal for
proposal to potential (60%) Kabuta,NRW St
donors, government Marys,Mugoiri
and development wateri,Kayahwe &
partners- at least 2 Kariciungu
proposal every year

PILLAR 3: To attract, recruit, Strategic | Extent of Remarks

Human resource retain and develop plan implementation

capacity human resources for target
quality service

| delivery

Strategy 1: Improve employee
motivation and morale
Activities
Undertake training 100% 30% Current TNA not
needs assessment and conducted due to lack of
implement results funds
Undertake employee | 2 80% Survey done 2017
satisfaction survey

| every 2 years

Staff team building 5 2 (40%) Only 2 conducted due to
workshop annually lack of funds
Give permanent and 90% 70% Planned engagement done
pensionable terms to in previous years but
long serving casual current ones are pending
staff due to lack of funds
Review and 2 reviews | 1 One review done in 2015
implement HR policy 50%
every 3 years
Develop and 100% 85% Quarterly and annual

performance appraisal
done

14
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PILLAR 4:

Corporate image

Enhance MUWASCO

corporate image

Strategic
plan target

Extent of
implementation

remarks

Strategy 1:

Enhance publicity

Activities

Carry out electronic media

campaigns—at least 2
annually

10

6 (60%)

SMS and website

Carry out print media
campaigns-brochures and
annual newsletter

3
(60%)

Brochures and print
media done

Participate in exhibition
and other forums
organized for the water
sector—at least once
annually

4
(80%)

Kenya water week,
IWA. WASPA
exhibitions

Mount publicity events---
at least 4 annually

20

12 (60%)

Clinics conducted

Brand MUWASCO
facilities and materials

100%

85%

Banners, tents
vehicles branded

Strategy 2:

-

Institute corporate social
responsibility

Activities

Formulate MUWASCO
CSR policy

100%

80%

Policy in place

Strategy 3:

Enhance corporate
governance

activity

Holding annual board
retreat

3
(60%)

3 BoD study visits
held

13
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Xvii.  CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process and structure used t
company towards enhancing prosperit
realizing stockholder’s long term value

o direct and manage business affairs of the
y and corporate accounting with the ultimate objective of

The company conducts its operations in accordance with the principles of good corporate

governance as provided in the Water Services Regulatory Board (WASREB) guidelines and Water

Act 2016 provisions. WASREB conducts governance audit to ensure good corporate governance.

Board of Directors

The composition of the Board is compliant with good corporate governance practices and
WASREB regulations. The roles of the Chairman and the Managing Director are segregated. The
Managing Director is in charge of the day to day running of the business of the company. A non-
executive director acts as the chairman of the Board. The current Board is composed of Managing
Director and nine other directors drawn from various stakeholders. The Board is therefore

composed of committed individuals with diverse and complementary skills to ensure that there is
sufficient wealth of experience at Board level.

Board meetings

Board Meetings are held every quarter and in exceptional circumstances as dictated by demand
and exigencies of company operations. The following are the number of Board meetings held:

TYPE OF MEETING

NO
Special Board Meeting & AGM 1

4

3

Full Board Meeting

Finance and Admin Committee Meeting
Audit Committee Meeting

Total 11

Board committees

The Board has approved the delegation of certain authorities to the Board sub committees where
applicable, and to the management.

The Board has three committees which are guided by clear terms of reference. The committees are

instrumental in monitoring the company operations, systems and internal controls. The committees
are as follows:

Audit and risk management committee

The members of this committee are all non-ex
financial literacy standards. The committee m
auditor serves as the secretary of the committee

ecutive directors. All the members meet minimum
eets at least four times in a year and the internal

The committee is responsible for ensuring that the Company’s internal controls are adequate and
that the assets at the disposal of the company are safe-guarded. It ensures that proper polices and
internal control procedures are in place and also helps to ensures that the set policies and
procedures are adhered to and advices on improvements and introduction of new control procedure

16
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CORPORATE GOVERNANCE STATEMENT(Continued)

Finance and administration committee
The committee comprises of three non execu

Development Agency as an ex-official. The com
meets four times a year.

tive directors and C.E.O Tana water Works
mittee is chaired by a non-executive director and

The role of the committee is to monitor and review the operational and financial performance of
the company against key performance indicators, identifying shortcomings and ensuring corrective
measures and action are taken. The committee also reviews the company’s investment plans in
capital expenditure and recommends to the board for approval. The committee has also the
responsibility of ensuring that the systems of financial controls are effectively administered.

This committee as well has the res
right place and doing the right thi
guaranteed.

Their terms of reference includes but not confined to human resource planning, employee welfare,
recruitment, training, performance appraisal, discipline, health and safety and HIV/AIDS.

ponsibility of ensuring the company has the right staff, at the
ng. More so, the committee will ensure that staff welfare is

Technical committee

The committee comprises of three non execu

Development Agency as an ex-official. The com
meets four times a year.

tive directors and C.E.O Tana water Works
mittee is chaired by a non-executive director and

This committee oversees planning, coordination a
projects to ensure expansion of reticulation s
and distribution including sewerage network

nd execution of development and rehabilitation
ystem and to improve efficiency in water production

Directors’ Remuneration
The remuneration of non-executive directors

consists of sitting allowances in connection with
Board and committee meetings.

Attendance of Board meetings

E <
(G} = << o 8 2 I o
Z = < = < = R = s
= E 58 |log |E< |&E 5 | 55 QIBZ|E3BE| LS OP | o
i G2 |uf |28 |G2|BE (23 | &|k2|B5RE|ws b o
Fa) = af | J T al | U0 | RS (5|42 | &% SE |2 (G632 | S
09/08/2019 FULL BOARD v v v v v v
10/09/2019 AUDIT v v v
COMMITTEE
10/09/2019 FIN & ADMIN v v v v v v v
| COMMITTEE
16/09/20219 FULL BOARD 4 v v v vl v
18/10/2019 A.G.M v v v v v v v
04/02/2020 FIN & ADMIN v v v v
COMMITTEE
04/02/2020 AUDIT v v v v
. COMMITTEE
18/02/2020 FULL BOARD v v v v v v v V| v v
15/06/2020 AUDIT v v v v v
COMMITTEE
15/06/2020 FIN & ADMIN v v v v v
COMMITTEE
29/06/2020 FULL BOARD v v v v v % v v
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CORPORATE GOVERNANCE STATEMENT (Continued)

Process of appointment and removal of directors
A third of directors retire on rotation eve

ry year. Election of directors starts with advertisement in
the media, their applications are con

sidered by stakeholder's selection committee and this
committee does a recommendation to the stakeholders. The recommendations are taken to the

Annual General Meeting. The stakeholders at the AGM are at liberty to agree with the
recommendation to agree, amend or to disagree with the recommendations.

Induction and training

After every Annual General Meeting, the directors undergo an induction and training.
Ethics and conduct of directors

To show commitment of proper utilization and m
running of corporation's affairs, Murang’a Water An
of ethics to be signed by all board members. A code
the manner in which members of the board of directo
handling matters relating to the company.

anagement of public resources and proper
d Sanitation Company has developed a code
of ethics provides guidance and direction in
Is are expected to conduct themselves when
This code is guided by the company’s strategic plan.

Going concern

The directors confirm that the com
foreseeable future and therefore the
financial statements.

pany has adequate resources to continue in business for the
continued use of the going concern as a basis when preparing

MANAGING DIRECTOR
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VIII.  MANAGEMENT DISCUSSION AND ANALYSIS

SECTION A
' The entity’s operational and financial performance o ]
No. ITEM 2018/2019 2019/2020
1 Total Billings (Kshs in Millions) 182.7 195.7
Operating Exp (Kshs in
2 Millions) 185.8 196.7
3 Capital Exp (Kshs in Millios) 15 12.5
Number of Active Water
b | Cesactions 13,060 14,073
Number of Active Sewerage
> connections 5,089 5,424
6 Unaccounted for water 25%, 25%
SECTION B

Enti‘tﬁy";compliance with statutory requirements - I

Murang'a water and sanitation company complies with various statutor)? féquiremems and |
the 9th AGM was held on Friday the 18th October 2019.The company has a pending dispute
with a contractor,Unibee construction company Itd(UCCL) which emanated from

a contract
between the parties. The contractor claims Ksh. 120,327,449 from the company. The two

parties have appointed an arbitrator who is handling the dispute.

SECTION C

Key projects and investment decisions t

Muranga water and sanitation company is a company limited by guarantee hence it cannot be
able to finance its project through equity. The projects are financed either from internally
generated funds, Grants from County Government, Constituency Development Funds,
Development partners and commercial financing through performance/result based
financing. The Company has a role to play if it’s going to achieve Sustainable Development
goals agreed by the world leaders in year 2015. for a more prosperous, equitable, and

sustainable world. Specifically the company strives to meet goal number six of clean water
and sanitation.

he entity is planning/implementing
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

PROPOSED PROJECTS

No | Project Financed by Sustainability
1 Mugoiri  Wa Teri | Commercial -The project will increase the
water Supply financing with result | production capacity per day hence
based financing | more supply to the increasing
(RBF) through | population and demand.
Water Services
Regulatory Board
2 Murang'a urban Public private | -The project will reduce water losses
NRW project partnership and increase supply to unserved areas.
3 Murang’a water | G.O.K The project will increase revenue
institute streams of the company and will
benefit the community.
SECTION D

Major risks facing the entity

%Operation risks

Market Risks

Credit Risks

balance.
Liquidity Risk

The Company inherited old dilapidated infrastruc
Revenue Water. Over the years, the com
the infrastructure. The funds required to
affordability and various
Private Partnership (PPP)

The company supplies water on credit and
their bills. Not all consumers are able to cl
this give rise to credit risk. At the end o
70,324,023 and the highest percentage wa.
default risk is assessed as low. The comp
outstanding specific water and sewerage

The company has various obligation and liabil
accounts. The company manages liquidity risks b
continuous monitoring of forecast and actual cash

ture, and this has contributed to high Non
pany has invested in various projects to improve
overhaul the whole network is beyond company
proposals have been made to mobilize funds through Public

The company has an outstanding loan from Sidian Bank.The principal outstanding amount
is Ksh 3,657,201 as at 30" June 2020 with an interest rate of 14% per annum.

gives the consumers a period of 14 days to clear
ear their bills within the credit period given and
f the year, the trade debtors amounted to Ksh
s owed by the Government institutions and the
any provides allowance for credit risk against the
debts and a general provision of 10% of the net

ities as outlined in note 17,19 and 20 of the
y maintaining banking facilities through
flow.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

SECTION E

‘Material arrears in statutory/financial obligations B o h o ]

The company has accumulated administrative fees owed

Development Agency Amounting to Kshs 49,458,717. Other tra
Ksh. 73,731,067

to Tana Water Works
de creditors amounted to

SECTION F

The entity’s financial probity and serious governance issues - - ]

The Company has no any financial im
Services Regulatory Board on corpora

with no any case of conflict of interest
management.

probity and it observes the guidelines issued by Water
te governance and has complied with the guidelines
among the Board or Member of the Board and top
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IX.  CORPORATE SOCIAL RESPONSIBILITY STATEMENT

As an integral part of the National Government, Murang’a Water and Sanitation Company Ltd is

inherently mandated to be socially responsible, to act and Operate as a good corporate citizen. The

Governing Board recognize and perform the obligations Muwasco has towards the National
Government, the County Government of Murang’a- its majority stakeholder, as well as other

stakeholders, and the community in which we operate.Directors , managers and all our employees

are required to abide by the ethical policies as mandated by the Constitution of Kenya ,the Water
Services Regulatory Board’s regulations on governance and the ethical codes as enshrined in
the human resource manual. The protection of the reputation and our corporate visibility is of
paramount importance to all our staff, aware of the disciplinary implications of breaches of

policy.We continue protecting our consumer rights on information privacy and protection , gender

.disability and equitable access to clean and safe water to drink.

Over years , our environmental conservation programs have remained core towards achieving 10%
forest cover as earlier directed by president Uhuru Kenyatta. Indeed , we partnered with the Tana
Water Works Development Agency and the Water Companies Sports and Cultural Organization in

planting over 50,000 indigenous trees at Nyeri and Njuki-ini forest in Embu respectively.

Our pro-poor connection policy has continued changing lives and livelihoods. This year ,we have
connected over 1000 needy connections through our rural poor program (RPP). Indeed we joined a
ITOOKms Charity Cycle organized by a Dutch Water Ambassador Liek Nijik who had embarked

on charity cycle across the country inorder to fundraise for pro-poor water connections.

Last financial year, we offered full sponsorship of high school education to three needy students
within our area of supply who had excelled academically. The students who benefitted from full
payment of their fees had attained over 370 marks. We continue monitoring their performance in

order to enhance their resolute vision towards their academic and intellectual excellence.

We endeavor continuing to strengthen our corporate governance structure with the aim of

enhancing management, transparency and monitoring. Furthermore, we will strive to increase our

corporate value through compliance with all laws, regulations and rules governing our corporate
activities.

ENG. D.NG'ANG'A

MANAGING DIRECTOR
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X.  BOARD OF DIRECTORS REPORT

The Board of Directors has the pleasure in submitting their annual Report and Financial
Statements for the period ended 30™ June 2020.

PRINCIPAL ACTIVITY

The company’s main activity is the provision of wholesome clean water and sanitation services to
the residents of Murang’a town and its environs.

INCOME

The results of activities for the year show a surplus of Kshs

17,023,688 as set out on page twenty
three of the accounts.

DIVIDEND

The directors do not recommend the payment of a divided. This is in line with section 131(3) of
water Act 2016

THE BOARD OF DIRECTORS

The board members who held office durin

g the year were as indicated on pages four ,five and six
of the accounts.

AUDITORS
The auditor general is

responsible for the statutory audit of the company’s financial statements in
accordance with Articl

e 229 of the constitution of Kenya and the Public Audit Act 2015

By order of the Board

"ENG. D. NG’ANG’A
MANAGING DIRECTOR
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XI. STATEMENT OF BOARD OF DIRECTORS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 147 of the Companies Act
Cap 486 requires the Board of Directors to prepare financial statements for each year that give a
true and fair view of the state of affairs of the Company as at the end of the financial year and of
the results of the activities for that year. It also requires the Board to ensure that the Company
maintains proper accounting records which disclose with reasonable accuracy the financial

position of the Company. The Board is also responsible for safeguarding the assets of the
Company.

The Directors are responsible for the preparation and presentation of the company’s financial
statements, which give a true and fair view of the state of affairs of the entity for and as at the end of
the financial year ended on 30" June 2020 This responsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be effective throughout
the reporting period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the entity; (iii) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the company; (v) selecting and applying appropriate

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

The Directors accept responsibility for the company’s financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments and
estimates, in conformity with International Financial Reporting Standards (IFRS), and in the manner
required by the PFM Act, 2012 and the Companies Act . The Directors are of the opinion that the
company’s financial statements give a true and fair view of the state of company’s transactions
during the financial year ended June 30, 2020, and of the company’s financial position as at that date.
The Directors further confirm the completeness of the accounting records maintained for the
company, which have been relied upon in the preparation of the company’s financial statements as
well as the adequacy of the systems of internal financial control.

Approval of the financial statements

The company’s financial statements were approved by the Board on 29" September 2020 and
signed on its behalf by:

ENG. D.NG’ANG’A
MANAGING DIRECTOR

f(:—‘ff" " CHAIRMAN
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XII.  REPORT OF THE AUDITOR GENERAL



REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Website: www.oagkenya.go.ke Monrovia Street
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MURANG’A WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Murang'a Water and Sanitation
Company Limited set out on pages 27 to 50, which comprise the statement of financial
position as at 30 June, 2020, and the statement of comprehensive income, statement of
changes in equity, statement of cash flows and statement of comparison of budget and
actual amounts, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, except for the 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 the Murang'a Water and Sanitation Company Limited
as at 30 June, 2020 and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards, and comply with
the Water Act, 2016 and the Kenyan Companies Act, 2015.

Basis for Qualified Opinion
1. Long Outstanding Receivables

Note 11 to the financial statements reflects receivables totalling Kshs.109,188,776, which
includes an amount of Kshs.52,000,000 in respect of debts which have been outstanding
for a considerable long period of time. Although the recoverability of these debts is
uncertain, the provision for bad and doubtful debts of Kshs.8,845836 made in the
financial statements appears inadequate.

Consequently, the accuracy and recoverability of receivables balance of
Kshs.109,188,776 as at 30 June, 2020 could not be confirmed.

2. Unconfirmed Payables

The statement of financial position reflects trade and other payables balance of
Kshs.120,623,621, which includes an amount of Kshs.24,619,778 relating to customers’
deposits. However, as previously reported, the customers’ deposit account at Equity
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Bank A/c No0.0220192975587 had a balance of Kshs.132,163 as of that date. The
resulting difference of Kshs.24,487 615 was not reconciled or explained.

Further, the payables balance includes an amount of Kshs.1,531,250 relating to provision
for audit fees that have not been paid for the last six years since 2014-2015 financial year.
No satisfactory explanation was provided for non-settlement of the audit fees arrears.

Under the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.120,623,621 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Murang’'a Water and Sanitation Company
Limited Management in accordance with ISSAl 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Key Audit Matters

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

Other Information

The Board of Directors is responsible for the other information. The other information
comprises the report of Board of Directors as required by the Companies Act, 2015, and
the statement of the Board of 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. The other information does not include the financial statements and the
auditor’s opinion

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

In 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. If based on the work | have performed |
conclude that there is material misstatement of this other information, | am required to
report that fact. | have nothing to report in this regard.

Other Matter
Unresolved Prior Year Issues

In the report of the previous year, several issues were raised under Report on the
Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources. However, although the Management has indicated that some of the issues
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have been resolved, the matters remained unresolved as the County Assembly has yet
to deliberate on the audit report for 2018/2019.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness,
Effectiveness in Use of Public Resources section of my report, | 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.

Basis for Conclusion

1. Advance Payment for Promotional Handbook

Note 6 to the financial statements reflects administrative expenses of Kshs.42 526,743,
which includes advertising expenses of Kshs.2,372,753, out of which Kshs.684,000 was
paid to a firm contracted by Murang’'a County Government to market the county through
promotional handbook. However, the expenses were not supported with a copy of the
handbook prepared by the firm. Further, the payment was made in advance on
3 March, 2020 before the service was rendered and before the date of the invoice. It
was not clear why the Murang'a Water and Sanitation Company Management paid the
firm in advance long before the firm issued an invoice.

Consequently, the validity and propriety of the expenditure could not be confirmed.

2. Outstanding Lease Fees Owed to Tana Water Services Board

Trade and other payables balance of Kshs.120,623,621 disclosed in Note 19 to the
financial statements includes lease fee amounting to Kshs.57,538,816 owed to Tana
Water Services Board (2018/2019- Kshs.55,228,263), which had not been remitted as at
30 June, 2020. No satisfactory explanation was provided for non-settlement of the long
outstanding liability.

3. Non-Compliance with Ethnic Diversity

During the year under review, Murang’a Water and Sanitation Company had a total of
one hundred and twenty-one (121) employees out of which one hundred and sixteen or
96% were from one dominant ethnic community contrary to the requirements of Section
7(2) of the National Cohesion and Integration Act, 2008 which requires that at least 30%
of employees are from other ethnic communities.

4. Non-Compliance with the Water Services Regulatory Board (WASREB)
Regulations on Personnel Costs

The statement of comprehensive income reflects administration expenses of
Kshs.196,672,978 and as disclosed in Note 5 to the financial statements which includes
personnel costs of Kshs.100,227,388, representing 51% of the annual expenditure. The
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expenditure of Kshs.100,227,388 is higher than the recommended ratio of 35% in
accordance with the Water Services Regulatory Board (WASREB) Regulations.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

Weak Corporate Governance

As previously reported, Murang’a County Water and Sanitation Services Act, 2018 was
enacted to provide for a legal and institutional framework for the provision of water and
sanitation services in the County. Section 10 of the Act established Murang'a County
Water and Sewerage Corporation as a body corporate to take over and assume
responsibilities for the provision of water and sanitation services in Murang'a County.
Section 23 of the same Act provides that the Corporation so established shall maintain
the existing water supplies entities including Murang’'a Water and Sanitation Company as
regional branches without separate legal personality.

The provisions of this Act appear to have dissolved the existing water companies as legal
entities including their Boards. The County Executive Committee Member for Water and
Irrigation, Murang'a County Government vide Gazette Notice No.1655 of 11 February,
2019 evoked Section 14(1)(d) of Murang’a County Water and Sanitation Act, 2018 and
appointed interim members of the Board of Murang’a Water and Sewerage Services
Corporation. The Governor, Murang'a County had appointed a caretaker committee vide
the Kenya Gazette No.149 of 9 October, 2017 to manage water resources and sanitation
services. Further, the Governor, Murang’a County vide Kenya Gazette No.2907 of 17
August, 2018 appointed an interim Chairman of Murang’a Water and Sanitation Company
Limited.

It was noted that Murang'a Water and Sanitation Company Board of Directors appointed
as per the Memorandum and Articles of Association of the Company still exist, despite
the above changes in legislation and appointments. It appears, therefore, that the
Company is facing governance issues including existence of two parallel Boards and/or
or bodies charged with governance of the Company.
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether processes
and systems of internal control, risk management and governance were operating
effectively, in all material respects. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Kenyan Companies Act, 2015 | report based on the audit, that:

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

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

(i) The Company’'s statement of financial position and statement of comprehensive
income are in agreement with books of account.

Responsibilities of Management and the Board of Directors

The Managements are responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting Standards and
the requirements of the Kenyan Companies Act, and for maintaining effective internal
control as the Managements determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error and for assessment of the effectiveness of internal control, risk management and
governance.

In preparing the financial statements, the Managements are 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
Managements are aware of the intention to liquidate the Company or to cease operations.

The Managements are 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.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, the Managements are 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 entity monitors compliance with relevant legislative
and regulatory requirements, ensuring that effective processes and systems are in place
to address key roles and responsibilities in relation to governance and risk management,
and ensuring the adequacy and effectiveness of the control environment.
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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, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls 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.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and 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 ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

Conclude on the appropriateness of the Managements’ 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. If | conclude that a material
uncertainty exists, | 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 as a going concern.

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

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

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

| communicate with the Managements 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.

| also provide the Managements with a statement that | 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 Nah¢ . CBS
AUDITOR-GENERAL

Nairobi

08 February, 2022
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MURANG’A WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

XIII.  STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30™

JUNE 2020
2019/2020 2018/2019
INCOME NOTES ( Kshs) ( Kshs)
Revenue Grants 1 12,236,565 12,675,878
Billings 2 195,691,168 182,692,262
Other incomes 3 5,768,933 3,340,471
Contingent liability reversed 4 - 3,436,756
213,696,666 202,145,367

EXPENDITURE
Personal emoluments 5 100,227,388 92,964,790
Administration expenses 6 42,526,743 34,164,911
Production and maintenance expenses 7 26,691,559 30,086,633
General office expenses 8 6,004,447 5,088,340
Depreciation and amortization 9and 10 20,488,074 22,216,611
Finance cost 17 734,767 1,252,817
196,672,978 185,774,102
SUPRLUS FROM OPERATING ACTITIES 17,023,688 16,371,265

TAX - -

TOTAL SUPLUS 17,023,688 16,371,265




MURANG’A WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2020

XIV. STATEMENT OF FINANCIAL POSITION AS AT 30™ JUNE 2020

ASSETS

Non Current Assets
Property, plant and Equipment
Intangible assets

Total Non-Current Asset

Current Assets
Receivables

Cash and cash equivalent
Inventory

Investment in subsidiary

Total Current Assets
TOTAL ASSETS
EQUITY AND LIABILITIES

Capital And Reserves
Capital Reserves
Revenue Reserves

Total Capital and reserves

Non-Current Liabilities

Loan principal payable
Deferred income

Total Non-Current Liabilities

Current Liabilities
Trade and other payables
Loan principal payable
Interest on loan

Tax payable

Deferred income
Overdraft

Total Current Liabilities

NOTES

TOTAL EQUITY AND LIABILITIES

11
12A
13
14

15
16

17
18

19
17
17
20
18
12B

2019/2020
Kshs

241,749,363
143,360

241,892,723

109,188,776
1,358,670
10,553,287
20,488,369

141,589,102

383,481,825

33,275,181
120,514,438

153,789,619

95,707,947
95,707,947

120,623,621
3,657,201
56,123
2,510,040
7,089,440
47,833
133,984,258

383,481,825

2018/2019
Kshs

249,853,330
179,200

250,032,530
87,485,356
728,117
7,356,099
20,488,369
116,057,941

366,090,471

33,275,181
103,490,750

136,765,931

2,959,729
102,797,387
105,757,116

107,107,046
3,947,882

2,510,040
8,846,165
1,156,291
123,567,424

366,090,471

The financial statements on pages 27-50 were approved by the board of directors on

29/09/2020 and were signed on its behalf by:

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

~P.KIGUTA
DIRECTOR

MANAGING DIRECTOR
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUNE 2020

XV.STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30™ JUNE 2020

NOTES REVENUE
CAPITAL RESERVES TOTALS
RESERVES ( Kshs) ( Kshs)
rﬂi* S Y. SR Kshs) |
Balance at 1™ July 2018 |
33,275,181 87,119,485 120,394,666
Surplus for the year \
16 ‘ - 16,371,265 | 16,371,265 |
Balance at 30" June 2019
33,275,181 | 103,490,750 136,765,931
Balance at 1** July 2019 !
| 33,275,181 | 103,490,750 136,765,931
 Surplus for the year e L ] 17023688 o
|
Balance at 30" June2020 | | 33275181 | 120514438 | 153,789,619
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MURANG’A WATER AND SANITATION COMPANf LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

XVL. STATEMENT OF CASHFLOW FOR THE YEAR ENDED 30™ JUNE 2020

2019/2020 2018/2019
(Kshs) (Kshs)

Cash Flows from operating activities Notes
Surplus generated from operating activities 16 17,023,688 16,371,265
Adjustment for: Non cash items
Depreciation and amortisation 9,10 20,488,074 22,216,611
Provision for bad debts 6 2,167,184 1,114,408
Amortisation on capital grants 1,18 (8,846,165) (9,996,300)
Adjusted Surplus From operating Activities
Before Working Capital changes 30,832,781 29,705,984
Changes in working capital
(Increase)/(Decrease) in inventory 13 (3,197,188) (103,154)
(Increase)/(Decrease) in receivables 11 (23,870,604) (15,960,907)
Increase /(Decrease) in short term liabilities 17,19,20 12,173,559 735,874
(Increase)/(Decrease) in long term liabilities 17 (2,959,729) (3,947,882)
Net cash flows From Operating Activities 12,978,819 10,429,915
Cash flows from Investing Activities
Purchase of P.P.E and Intangible asset 9,10 (12,511,042) (14,988,062L
Disposal of motor vehicle 162,774
Net Cash flows from investing activities (12,348,268) (14,988,062)
Cash flows from Financing Activities
Deferred income 18 - 2,865,833
Net Cash flows from Financing Activities - 2,865,833
Net Decrease/increase in cash & cash
equivalents 630,553 (1,692,316)
Cash and Cash equivalent at start of year 728,117 2,420,433
Cash and Cash equivalents at end of year 12A 1,358,670 728,117

30




MURANG’A WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

XVII. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR
THE PERIOD ENDED 30™ JUNE 2020
Actual Budget Variance | Variance(%) Explanation of
material variances
Cumulative to Cumulative
date to date
K.Shs K.Shs K.Shs
INCOME
Revenue
'Water billings 137,350,513 161,607,045 (24,256,532) tarriff reviewed in
(15) | dec 2019
Sewer billings 35,709,950 80,761,986 (45,052,036) tarriff reviewed in
(56) | dec 2019
meter rent 8,125,950 8,125,950 reviewed meter
- 100 | rent tarriff
Other billings/incomes 19,666,462 23,799,996 (4,133,534) decreased revenue
due to covid 19
(17) | pandemic
total income 200,852,875 266,169,027 (65,316,152)
(25)
EXPENSES
Salaries 4,159,616
85,600,038 81,440,422 5
Casual wage (684,900) engagement of
495,180 1,180,080 (58) | attachees
Leave allowance 170,841
2,963,841 2,793,000 6
N.5.S.F co. contribution (16,800)
271,200 288,000 (6)
Pension (168,789)
3,713,359 3,882,148 (4)
1,348,853 56,853
Training 1,292,000 4
3,793,370 (314,610)
Gratuity expense 4,107,980 (8)
8,892,383 4,072,383 wasca games and
4,820,000 choir competions
Subsistence allowances 84 | at Busia
Telephone, e-mail, & mobile 2,535,503 87,503
phone services 2,448,000 4
36,790 (26,810)
63,600
Courier & postal services (42) | use of emails
489,365 (60,635)
Travel costs 550,000 (10)
98,860 (51,860) Reduced supply
150,720 when user
Newspapers, magazines departments are
periodicals (34) | away
2,372,753 (147,247)
Advertising 2,520,000 (6)
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MURANG’A WATER AND SANITATION COMPAN ¥ LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

486,654 (113,346) less abstraction
Water abstraction fee- 600,000 due to shortage in
WARMA . : (19) | supply
325,947 (124,053) catering services
450,000 withdrawn in
Catering services (28) | March 2020
3,519,874 119,874
Directors expenses 3,400,000 4
2,179,381 (320,619) no meetings held
2,500,000 in last quarter due
meetings, conferences & to covid 19
seminars (13) | pandemics
1,230,103 (529,897) not all budgeted
1,760,000 fixed assets were
Insurances (30) | procured.
2,948,467 (516,533) Printing of
3,465,000 magazines not
General office supplies (15) | done.
1,253,862 5,862
1,248,000
Contracted guards services 0
297,091 (120,909) Reduced waspa
418,000 membership fee as
Membership and id depends on
subscriptions (29) | revenues earned
1,034,500 (1,465,500) fewer court cases
Legal dues/fees 2,500,000 (59) | in the period
3,096,778 696,778
Licences and permits 2,400,000 29 | Wasreb licence
7,713,737 (1,718,263) reduced fuel
9,432,000 consumption
Maintenance expenses-motor during covid 19
vehicles & cycles (18) | pandemic period
4,831,458 (144,592)
4,976,050
Chemicals & reagents (3)
1,940,951 (359,049) no pumping at
Electricity 2,300,000 (16) | kayahwe
2,957,120 (497,880) financial
Staff uniforms 3,455,000 (14} | constraints
19,432,496 1,127,496
Operation and maintenance 18,305,000 6
' 1,910,825 (7,783,936) less revenue than
WASREB levy 9,694,761 (80) | budgeted
s o 178,954 (32,046) .
Bank service commission & 211,000 use of internet
charges ’ (15) | banking
1,645,246 32,746
1,612,500
Professional services 2
297,614 (212,386) CSR activities
510,000 scheduled for the
last quarter not
Sundry expenses and done due to covid
donations B (42) | 19 pandemic
Total expenditure 169,892,553 | 174,773,261 (4,880,708)
(3)
Surplus for the period 30,960,322 | 91,395,766 (60,435,444)
(66)
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MURANG’A WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

RECONCILIATION: ITEMS NOT
IN THE BUDGET

Depreciation

(20,488,074)
Provision for bad debts (2,167,184)
Amortization 8,846,165
Finance cost (734,767)
Gain on disposal of motor
vehicle 607,226
Profit before taxation 17,023,688
CAPITAL EXPENDITURE
(12,728,684) depends with
no.of new
Meters and accessories (28,884) 12,699,800 (100) | connection
(8,240,485) financial
Water network 10,292,515 18,533,000 (44) | constraints
(5,302,089) Fewer customers
applied for
sewerage
Sewer network 697,911 6,000,000 (88) | connection
(1,303,000) '
Computers & computer financial
networking 1,147,000 2,450,000 (53) | constraints
102,500 Need to replace
the broken office
Furniture & office equipment 402,500 300,000 34 | chairs
(1,000,000)
financial
NRW - 1,000,000 (100) | constraints
{50,000,000)
kayahwe-mukuyu water
project - 50,000,000 (100) | project not started
(47,216,927)
karichiungu-kiharu water
project - 47,216,927 (100) | project not started
TOTAL 12,511,042 138,199,727 (125,688,685) (91)

Explanation of variances is on +/- 10%.

reallocations.

During the year there was a review of budget due to
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

XVIIL. NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Murang’a Water and Sanitation Company Limited is established by and derives its authority and
accountability from Company’s Act. It is a limited company by guarantee and licensed by Tana
water services board through service provision agreement signed on 2" May 2006 and revised on

4" May 2012.The principal activity of the company is to provide water and sanitation services
within Murang'a town and its environs.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates
and assumptions. It also requires management to exercise judgment in the process of applying the
entity’s accounting policies. The areas involving a higher degree of judgment or complexity, or

where assumptions and estimates are significant to the financial Statements, are disclosed in Note
4b,4c,4d,41

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the company.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act and International Financial Reporting Standards (IFRS). The accounting policies
adopted have been consistently applied to all the years presented.

3. ADOPTION OF NEW AND REVISED STANDARDS

(a) Relevant new standards and amendments to published standards effective for the year
ended 30" June 2020

Of those new stardards and amendments none has an effect on the financial statements.

(b) New and amended standards and interpretations in issue but not yet effective in the year
ended 30" June 2020.

New and Amendments to standards Effective for annual

period
IFRS 17 Insurance Contract 1* January 2021

The directors do not plan to apply any of the above until they become effective.Based on their
assessment of the potential impact of application of the above, they do not expect that there will be
a significant impact on the company’s financial stetements.

(c) Early adoption
The company did not early adopt any new or amended standards in financial year 2019-2020
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Revenue Recognition

The company adopts the accrual basis of accountin
earned. Revenue grants comprise of:

(1) Salaries of the seconded staff paid by Murang’a County Government

(if) Amortization of capital grants is from Murang’a county government, Ministry of water &

sanitation, Kiharu constituency development fund, Tana Water Works Development Agency,
Water sector Trust Fund and Athi Water Works Development Agency.

(iii) Billings represents the amount earned from the billings of water, sewer and meter rent. Other
billings include miscellaneous billings like water theft penalties, search fee, relocation of meter.
Other incomes include water and sewer connection fees, unmetered water sales and surcharges.

g for revenue. Revenue is recognized when it is

b. Property ,Plant and Equipment
Property plant and equipment are stated at historical cost less accumulated depreciation.

¢. Depreciation, impairment and amortization of Proper lant and Equipment

Depreciation and amortization is calculated on the reducing balance basis to write down the cost of
each asset to its residual value over its estimated useful life as follows:

RATE
Per Annum Yo

-Buildings 2.5
-Motor Vehicles 25
-Computers and Photocopiers 30
-Pipes 21
-Equipments and Tools 12.5
-Computer software 20

Depreciation and amortization is provided for the full year irrespective of the month of purchase
but no depreciation charged to works in progress and in the year of disposal.
Amortization is provided for the intangible assets like computer software.

d. Reserves
Reserves of the company comprise revenue reserves which re
over recurrent expenditure.

Capital reserves represent net assets ca
book values of those assets.

The Water Act 2016 and the Com

members and reserves are suppo
Water Act.

G.O.K capital grants relates to grants from Tana and Athi Water Works
The grants are treated as deferred income. Amortization on
balance basis on cost over the life of the asset.

presents the excess of the income

pitalized at the formation of the company and represent the

pany’s Articles of Association prohibit distribution of reserves to
sed to be ploughed back to the system in accordance with the

Development Agencies.
these grants is calculated on reducing
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

e. Retirement benefits

The company and employees contribute to Local Authority Provident Fund (LAPF) a statutory
pension scheme, CPF financial services & Barclays Securities services which is a National water
conservation & pipeline corporation staff Superannuation Scheme.

The company also contributes to a statutory defined contribution pension scheme, the National
Social Security Fund (NSSF). Contributions are by the requirements of local statute and are
currently limited to Ksh.200 per employee per month. The company’s contributions to the above

schemes are charged to profit or loss in the year to which they relate. Gratuity is provided for at
31% of basic salary.

f. Taxation

The company water services are zero rated for V. A.

T and the company pays income tax at the rate
of 30%.

g. Related party transactions

Funds received from the government are disclosed under note 18.The company is headed by the
Board of directors and corporate management team. Gratuity expense on corporate management

team is based on 31% of the basic salaries. At the end of financial year the related party
transactions were as per note 21.

h. Inventory
The company recognizes inventory at the lower of cost an

d net realizable value using first in first
out method of inventory valuation.

i. Cash and Cash Equivalent

Cash and cash equivalents include cash on hand and cash at bank. Bank account balances include

amount held at Equity bank, Family Bank, Cooperative Bank and Mpesa at the end of financial
year.

J- Trade and other Payables

The liability for accounts payable and other payables are non-interest bearing and are carried at
cost, which is measured at the fair or contractual value of the consideration to be paid in future in

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

k. Financial risk management

The board of directors is the primary risk supervisor, exercising its role through various board
approved committees. The company's internal audit section plays a vital role within governance
processes by keeping the Board and senior management aware of risk and control issues and
assessing the effectiveness of risk management. Reporting to the Audit and risk management
committee of the Board, the section objectively and independently evaluates the existing risk and
control framework and analyses department's processes and associated controls.

. Allowance for credit risk

At the end of financial year the trade debtors amounted to Ksh.70,324,023 and the highest
percentage was owed by the Government institutions and the default risk is assessed as low.

The company provides allowance for credit risk against outstanding specific water and sewerage
debts. During the year specific provision was made amounting to Kshs 2,014,926 and a general
provision of 10% on net balance of Ksh.6,830,910 making a total provision of Ksh 8,845.836.
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

NOTES TO THE FINANCIAL STATEMENTS(continued)

m. Liquidity risk management

The company has various obligations and liabilities as outlined i
accounts.

The company manages liquidity risk by maintaining banking facilities through continuous
monitoring of forecast and actual cash flow.

n note 17,19 and 20 of the

Less than 1 | Between Between Over 3 Total
month 1-2 2-3 months
months months |
At 30 June 2020 10,398,305 | 4,885,753 | 2,425,684 109,137,243 | 126,846,985
Current liabilities(Kshs)
At 30 June 2019 20,782,127 | 5,810,387 | 4,922,463 | 91 324,330 | 122,839,307
Current liabilities(Kshs)

n. Market risk
The company had interest bearing financial obligation as at the end of financial year from Sidian
bank and there was no significant currency risk as no foreign transaction ensued during the year.

0. Comparative figures
Where necessary,

comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

p- Significant judgments and sources of estimation

The directors are responsible for selecting and disclosure of the company's critical accounting
policies and estimates and the application of these policies and estimates.

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimate and assumptions

that have a significant risk of causing a material adjustment to the carrying amount of assets and
liability within the next financial year are.

q. Taxation

Judgment is required in determining the tax liability due to the complexity of legislation. There are

many transactions and calculations for which tax determination is uncertain during ordinary course
of business. The company recognizes tax liability for anticipated tax audit issues based on
estimates of whether additional tax will be due. Where the final tax outcome of these matters 1S

different from amounts that were initially anticipated, such difference will impact the income tax
in the period in which such determination is made.

r. Useful lives and residual values of property plant and equipment
The company tests annually whether the useful life
accordance with its accounting policy. Useful live
determined based on previous experience and anticipat

and residue value were appropriate and in
s and residual values of PPE have been
ed disposal values when assets are disposed.
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MURANG’A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2020

NOTES TO THE FINANCIAL STATEMENTS(continued)

s. Reporting currency

The financial statements are presented in Kenya Shillings(Ksh).

t. Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended 30" June 2020

u. Budget information

The budget for financial year 2019-2020 was approved by the board of directors on 24" June
2020.Both the financial statements and the budget are prepared on accrual basis. A comparison of

budget and actual amounts, prepared on a comparable basis to the approved budget is presented in
the statement of comparison of budget and actual amounts.

v. Incorporation
The entity is incorporated in Kenya under the Kenya Companies Act and domiciled in Kenya.

w. Ultimate and holding entity

The entity is a Semi-Autonomous Government Agency under the Ministry of Water and
Sanitation. Its ultimate parent is Murang'a County Government.

The entity has a wholly owned subsidiary, Fort Beverage Industries Limited.

X. Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for credit risk. These are

assessed for impairment on a continuing basis. An estimate is made of doubtful receivables based
on a review of all outstanding amounts at the year end.

y.- Borrowings
Interest bearing loans are initially recorded at fair value being received, net of issue costs
associated with the borrowing. Loan principal and interest accruing during the construction of a

project is capitalised as part of the cost of the project. Interest accruing after completion of the
project is recognized as finance cost.

z. Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 11.

Provisions are measured at the management's best estimate of the expenditure required to settle the
obligation at the reporting date, and are discounted to present value where the effect is material.

The company provides provision for bad debts. A specific provision is provided on trade debtors
that are more than five years old and their accounts are inactive. An additional general provision is
provided using a rate of 10 % on the net debtors balance after deducting the specific provision.

aa. Shareholding

Murang'a water and sanitation company Ltd was incorporated under Companies Act Cap 486 and
it’s a company limited by guarantee and hence the company has no share capital. The company has

a wholly owned subsidiary,Fort Beverage Industries I.td (FBIL).Fort beverage Industries Ltd made
a loss of Ksh. 8,160,506 for the year ended 30™ June 2020.

38
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EXPLANATORY NOTES TO THE ACCOUNTS

1) GOK GRANTS
Accounting for Government grants

The amount of government grants comprises both capital and recurrent expenditure. The grants
have been recognized and accounted for as per IAS N0.20.

The following revenue grants have been recognized in the statement of comprehensive income.

REVENUE GRANTS

2019/2020 2018/2019
(Kshs)
AMOTIZATION OF CAPITAL GRANTS 8,846,165 9,996,300
SALARIES PAID TO SECONDED STAFFS 3,390,400 2,679,578
TOTAL 12,236,565 12,675,878
2) BILLINGS
WATER 137,350,513 122,944,375
SEWERAGE 35,709,950 36,929,369
METER RENT 8,125,950 33,700
OTHER BILLINGS 5,668,655 16,705,518
RE- CONNECTION FEES 8,836,100 6,079,300
TOTAL 195,691,168 182,692,262
3) OTHER INCOMES
WATER CONNECTION FEES 4,970,206 3,200,415
SEWER CONNECTION FEES 131,800 100,460
UNMETERED WATER SALES 12,000 -
SURCHARGES 46,150 39,596
GAIN ON DISPOSAL 607,226 -
INTEREST RECEIVED 1,551 -
TOTALS 5,768,933 3,340,471

4) CONTINGENT LIABITY REVERSED

The high court of Murang’a had awarded the applicant Ks. 5,410,594 but upon appeal, the amount
awarded was Ksh 1,973,838

CHARGED AMOUNT - 5,410,594
ACTUAL AMOUNTN TO BE PAID - (1,973,838)
Total

; 3,436,756
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NOTES TO THE FINANCIAL STATEMENTS (continued)

5) PERSONEL EMOLUMENTS

2019/2020 2018/2019
Kshs Ksh
SALARIES 85,600,038 80,834,357
SALARIES (G.0.K GRANT) 3,390,400 2,679,578
LEAVE ALLOWANCES 2,963,841 2,353,097
NSSF COMPANY CONTRIBUTIONS 271,200 265,200
PENSION CONTRIBUTION 3,713,359 2,629,449
STAFF GRATUITY 3,793,370 3,452,424
CASUAL WAGES 495,180 728,185
MILEAGE ALLOWANCES - 22,500
TOTAL PERSONAL EMOLUMENTS 100,227,388 92,964,790
6) ADMINISTRATION EXPENSES

TRAINING 1,348,853 602,937
ADVERTISING 2,372,753 2,012,790
B.0.D EXPENSES 3,519,874 3,145,682
MOTOR VEHICLE EXPENSES H 13,737 9,244,421
CONSULTANCY/PROFESSIONAL FEES 1,050,746 684,400
SUNDRY AND DONATION EXPENSES 297,614 254,930
INSURANCES 1,230,103 1,158,421
MEMBERSHIP AND SUBSCRIPTIONS 297,091 406,565
COURIER & POSTAL SERVICES 36,790 40,639
COMMUNICATION AND INTERNET EXPENSES 2,535,503 2,098,058
LICENCES & PERMITS 3,096,778 493,000
CATERING SERVICES 325,947 449,903
CONTRACTED GUARDS SERVICES 1,253,862 1,324,667
WASREB LEVY 1,910,825 1,682,271
BANK SERVICE COMMISSION & CHARGES 178,954 186,208
LEGAL FEES 1,034,500 1,823,400
MEETING COSTS ,CONFERENCES & SEMINARS 2,179,381 2,444 635
TRAVEL COST 489,365 328,280
INCREASE FOR CREDIT RISK 2,167,184 1,114,408
SUBSISTENCE ALLOWANCES 8,892,383 3,956,796
AUDIT FEES 594,500 712,500
TOTAL 42,526,743 34,164,911
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7)

8)

NOTES TO THE FINANCIAL STATEMENT (continued)

PRODUCTION & MAINTENANCE EXPENSES
ELECTRICITY

OPERATING AND MAINTENANCE COST
CHEMICALS

WATER ABSTRACTION FEE-WARMA

TOTAL

GENERAL OFFICE EXPENSES
STAFF UNIFORMS
GENERAL OFFICE SUPPLIES

NEWSPAPERS, MAGAZINES & PERIODICALS
TOTAL

201972020
Kshs

1,940,951
19,432,496
4,831,458
486,654
26,691,559

2,957,120
2,948,467

98,860
6,004,447

2018/2019
Kshs

3,172,532
21,469,107
4,960,363
484,631
30,086,633

971,482
4,000,158
116,700
5,088,340
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NOTES TO THE FINANCIAL STATEMENT (continued)

9) PROPERTY PLANT & EQUIPMENTS (KSHs)

4)motor S)computers
2)pipes vehicles & &computer
1)Buildings &fittings JEQUIPMENTS Cycles networking TOTALS
COSTS ( Kshs) ( Kshs) ( Kshs) ( Kshs) ( Kshs) ( Kshs)
Costasat 1" July 2018 37,794,178 88,663,656 238,774,196 7,347,294 6,627,734 379,207,057
Additions during the
year - 8,851,451 5,576,611 - 560,000 14,988,062
Total Cost As At
30" JUNE 2019 37,794,178 97,515,107 244,350,807 7,347,294 7,187,734 394,195,119
Costas at 1" July 2019 37,794,178 97,515,107 244,350,807 7,347,294 7,187,734 394,195,119
Additions during the
year 8,365,789 2,998,253 - 1,147,000 12,511,042
Disposal of motor
vehicle (4,231,000) (4,231,000)
Total Cost As At 30"
JUNE 2020 37,794,178 105,880,896 247,349,060 3,116,294 8,334,734 402,475,161
DEPRECIATION
Asat 1* July 2018 4,835,930 7,034,472 99,138,542 5,789,450 5,371,585 122,169,979
charge for the year 823,956 2,262,016 18,151,533 389,461 544,845 22,171,811
Accumulated
depreciation As at 1*
July 2019 5,659,887 9,296,488 117,290,075 6,178,910 5,916,430 144,341,790
Accumulated
depreciation on
disposed motor
vehicle (4,068,226) (4,068,226)
Charge for the year 803,357 2,414,610 16,257,373 251,402 725,491 20,452,234
Total Accumulated
DeEreciation As At
30" June 2020 6,463,244 11,711,098 133,547,448 2,362,087 6,641,921 160,725,798
NET BOOK
VALUE:
As at 30" JUNE 2020 31,330,934 94,169,798 113,801,612 754,207 1,692,813 241,749,363
As at 30" JUNE 2019 32,134,291 88,218,619 127,060,732 1,168,384 1,271,304 249,853,330

-Class 3 Equipment comprises of meters and meter accessories, office and lab equipments,
furniture and fittings ,water pumps, air valves ,sluice valves, filter media, sewer and water

networks .

-The company’s buildings lies on government land but its yet to be transferred by Tana Water
Works Development Agency to County Government Of Muranga .
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NOTES TO THE FINANCIAL STATEMENTS(continued)

10) INTANGIBLE ASSETS (Ksh)
COST:

Cost as at 1™ July 2018
Additions during the year
Total cost as at 30™ June 2019
Cost as at 1% July 2019
Additions during the year
Total cost as at 30™ June 2020

AMORTISATION:

As at 1™ July 2018
Charge for the year

Total accumulated amortization as at 30" June 2019

As at 1*" July 2019
Charge for the year

Total accumulated amortization as at 30" June 2020

NET BOOK VALUE:

As at 30" June 2020

As at 30" June 2019

350,000

350,000

350,000

350,000

126,000

44,800
170,800
170,800
35,840

206,640

143,360

179,200
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NOTES TO THE FINANCIAL STATEMENTS(continued)

11) RECEIVABLES 2019/2020
. ( Kshs)
Trade Receivables 70,324,023
Less provision for doubtful debts (8,845,836)
TOTAL TRADE RECEIVABLES 61,478,187
Other receivables 43,826,562
Prepayment and deposits 3,884,027

Prepaid finance cost

NET BOOK VALUE 109,188,776

12A) CASH & CASH EQUIVALENT
The make-up of bank balances and short term deposits is as follows:

Financial institution Account number
i Current accounts
Equity bank 0220290765689 704,776
Family bank 06000015543 26,603
Cooperative bank 01141573530000 47,714
Sub- total 779,093
ii) Deposit account
Equity bank 0220192975587 132,163
Sub- total 132,163
iii) Fixed deposit account
Equity bank
0220378649400 -
Sub- total
Others
iv) M-PESA 898600 123,385
v) Cash at hand 324,029
Sub- total 447,414
GRAND TOTAL 1,358,670
12B)CASH AND CASH EQUIVALENT
(OVERDRAFT)
Current accounts
Equity bank 0220290765689 -
Sidian bank 01012020003971 47.833
TOTAL 47,833

2018/2019
( Kshs)

56,180,651
(6,678,652)
49,501,999
37,016,988
939,524
26,845

87,485,356

136,280
3,669
139,949

29,467
29,467

300,000
300,000

253,612

5,089
258,701
728,117

1,112,431

43,860
1,156,291
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NOTES TO THE FINANCIAL STATEMENTS (continued)

13) INVENTORY

Tools and Fittings
Chemicals

Pipes

Water Meters and Valves

Stationery and cleaning materials

TOTAL

14) INVESTMENT IN SUBSIDIARY

Brought forward
Buildings
Computer
Furniture
Equipment

Carried forward

15) CAPITAL RESERVES
Brought forward

Carried forward

16) REVENUE RESERVES
Brought forward

Current period

Carried forward

17) LOAN INTEREST AND PRINCIPAL PAYABLE

During the year, the company had an ou
bank for Muchungucha water project .

Interest payable b/f

Interest additions in the year
Interest paid during the year
Interest payable ¢/f

201972020

Kshs

2,713,332
1,088,286
2,237,290
4,098,673
415,706
10,553,287

20,488,369

20,488,369

33,275,181
33,275,181

103,490,750
17,023,688
120,514,438

(26,841)
734,767
(651,800)
56,123

2018/2019
Kshs

1,877,025
913,790
736,843

3,507,599
320,842

7,356,099

20,488,369

20,488,369

33,275,181
33,275,181

87,119,485
16,371,265
103,490,750

tstanding interest bearing financial obligation from Sidian

(26,841)
1,252,817

(1:252,817)

(26,841)
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NOTES TO THE FINANCIAL STATEMENTS (continued)

Loan principal payable b/f
Loan principal paid by Muwasco
Loan principal payable ¢/f

Loan principal payable within one yr
Loan principal payable after 1 yr
Loan principal payable c/f

18) DEFERRED INCOME

Brought Forward
Amortization on capital grants
TWSB-Water meters,ultrasonic flow meter

AWSB-water meters,airvalves,sluicevalves

TOTALS

Deferred Income amortizable within one yr
Deferred income amortizable after 1 yr
Total Deferred Income ¢/f

19) TRADE AND OTHER PAYABLES

Customers Prepayments
Suppliers creditors

Other creditors

Provision for audit fees
Accrued bills

Customer deposits

Gratuity payable

Withholding tax-V.A.T
Withholding TAX-Income tax
Legal fees payable

TOTALS

2019/2020
Ksh.
6,907,611
(3,250,410)
3,657,201

3,657,201

3,657,201

111,643,552
(8,846,165)

102,797,386

7,089,440
95,707,947
102,797,387

2.033,646
29,164,141
4,692,480
1,531,250
57,538,816
24,619,778
871,147
150,622

21,741

120,623,621

2018/2019
Ksh.
10,337,443
(3,429,832)
6,907,611

3,947,882
2,959,729
6,907,611

118,774,018
(9,996,300)
2,194,333
671,500
111,643,552

9,638,071
109,135,947
118,774,018

2,011,527
20,665,677
3,975,453
1,187,500
55,228,263
21,073,571
844,093

147,124

1,973,838

107,107,046
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NOTES TO THE FINANCIAL STATEMENTS (continued

20) TAX PAYABLE

Tax Payable Balance B/F
Charge for the year

TAX PAYABLE

21) RELATED PARTY DISCLOSURES

The following are the related parties of the company
(a) Ministry of Water and Sanitation
(b) County Government of Murang’a
(c) Tana Water Works Development Agency.
(d) Key Management
(e) Board of directors
(f) Fort beverage Industries Ltd
(g2) Athi Water Works Development Agency.

EXPENSES INCURRED ON BEHALF

OF RELATED PARTIES

2019/2020

Kshs
B.O.D expenses 3,519,874
Management salaries and leave allowances 14,091,009
Management gratuity 3,793,370
Total 21,434,253

-During the year, Muranga water and sanitation company transferred
funds amounting to ksh 5,175,000 from its bank account to the fort beverage bank account.

22) CAPITAL COMMITMENTS

2019/2020 2018/2019
Ksh. Ksh.

2,510,040 2,510,040

2,510,040 2,510,040

2018/2019
Kshs
3,145,682
12,808,250
3,452,424
19,406,356

The following capital commitments are expected to be incurred in the year 2019/2020

NO | DETAILS Kshs
1 Meters and accessories 10,944,400
v Water network - B 15,110,000
3 Sewerage network N 6,000,000
4 Motor vehicle & cycles 3,531,000
5 Computer and computer networking 1,850,000
T Furniture and office equipments - 300,000
7i Non Revenue management and GIS Equipmeh?s_k 1,000,000
L—S Karichiungu-Kiharu raw water project - 89,645,989
TOTAL 128,381,389
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NOTES TO THE FINANCIAL STATEMENTS (continued

23) CONTINGENT LIABILITIES
The following is a pending legal claim against the company as at 30™ June 2020

PARTIES CASE/DISPUTE CLAIM |

Unibee Construction Company | Termination of contract Ksh. 12,000,000
& Muranga Water &

Sanitation Company

XiX. APPENDIX 2: INTER-ENTITY TRANSFERS

ENTITY NAME: MURANG’A WATER AND SANITATION COMPANY
Type of grant Description of grant | Amount(Ksh) | Fy
| Transfer from Muranga County Government
Revenue grant Salaries to seconded
staffs 3,390,400 | FY 2019/2020
Transfer of funds
from Muwasco to its
2 | Funds transfers subsidiary FBIL 5,175,000 | FY 2019/2020 -
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XX. APPENDIX 3: PROGRESS ON FOLLOWUP OF AUDITORS RECOMMENDATIONS

The following is the summary of issues raised by the external auditors, and management comments that were provided to the auditor in the annual report anc

financial statements for the year ended 30™ June 2019

[ No. | Issue/observation | Management comments Focal Status Timeframe
s from auditor point
person
1. Existence and The difference of the customer deposits represents the amount which have been invested | Managing | Not resolved | June 2020
completeness of by the company for water extensions after board approval. Through investment of the | director
the customer funds the company has been able to extend water services to more consumers thus more
deposits balance of | coverage and this has contributed to increased revenue to the company. A float is
Ksh.21,073,571 in | maintained to ensure that customers who terminates contracts get their deposits refunds.
the financial
statements could
not be confirmed
2. The company’s The company has been operating with non cost recovery tariffs for a long period which Resolved.
Current liabilities | affected the liquidity of the company making it dependent on Government subsidies for | Managing | (The working | June 2020
exceeded current its operations and supplier credits. Efforts were made to ensure that the company has cost | director capital in the
assets resulting to | recovery tariffs which were approved by the Water Services Regulatory Board and current year
a negative working | gazetted on 23rd May 2014; however the tariffs were not implemented immediately due is positive)
capital to political interference. After management's efforts, the tariffs were partially
implemented on September 2015 and the company was embarking on reducing the
liabilities which had accumulated for years. The company liquidity levels improved but
since the downward tariff adjustment by the County Government done vide a gazette
notice number 2104 of 9th March 2018 the company revenue has decreased. However a
new application for tariff review has been made to WASREB and the process is expected
to be completed by the end of this financial year and the company is expected to be
operational even in the foreseeable future.
£ Non compliance The operations of the company were not optimal during the year ended June 2019.The Not resolved | June 2020
with the Water cost recovery tariffs were lowered and hence the company had to cut down expenditures | Managing
Services and hence the total expenditure were less as compared to the previous year. As | director
Regulatoty Board | management we are following up with the regulator to gazette the cost recovery tariff
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regulations on which will increase our revenue enabling us to operate optimally and comply with the
personnel costs sector set benchmark
4, Long outstanding | The outstanding fees have accumulated as a result of non implementation of cost Not resolved | June 2020
lease fees owed to | recovery tariffs which affected the liquidity of the company. It's worth noting that in the Managing
Tana Water balance of current liabilities the company had accrued bills of Ksh 49.7 Million owed to director
Services Board TWSB who were licensees by then and one of their obligations was to finance and
implement capital works as per SPA Clause 5.3(a) and since the company had made
capital investment on behalf of TWSB valued at Ksh 56.8 Millions, the management is
pursuing the same to be converted to equity capital.
The current Water Act 2016, Section 131(1) and (2) provides that all funds collected by
WSPs shall be used for the purposes of covering costs for the provision of water
; services and asset development, No requirement to pay fees for use of asset rather than r
J payment of loans for development of those assets. ‘
| |
XXI.  APPENDIX 4: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES
Nalié oEiflie Where Recorded/recognized "
Donor Date Total }
Transferring the received as Nature: Statement of Transfers |
funds per bank | Recurrent/Devel | Total Amount - Financial Capital | Deferred Others - must during the
statement opment/Others KES Performance Fund Income | Receivables be specific Year
Vitens Evides
24/07/2019 Development 198,248.45 198,248.45 - - - - 198,248.45
Vitens Evides Development
14/08/2019 1,331,613.20 1,331,613.20 - - - -} 1:331,613.20
Vitens Evides Development
16/10/2019 1,082,940.45 1,082,940.45 - - - - | 1,082,940.45
Vitens Evides Development
08/01/2020 546,750 546,750 - - - - 546,750
Tatal 3,159,552.10 | 3,159,552.10 . . - - | 3,159,552.10
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