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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 2nd May 2006 and reviewed on 4s May 2012.

MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30I]IJUNE 2O2O

I. CORPORATEINFORMATION

I ncorDoration

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:

1'o provide affordable water and sanitation services in an effective, efficient and sustainable
manner to all within the Muwasco's area ofjurisdiction.

Core values:

| . Customer focus

2. Integrity-ethical conduct

3. Teamwork and cohesion among staff

4. Networking and collaboration with extemal IPs

5. Commitment to duty and professionalism

6. Equity

7. Transparency and accountability

THE, IIOARD OF DIRECTORS

NA DESIGNATION

Dr. P. K. Munga

Eng. D. Ng'ang'a

H. M. Mwithiga

J. K. Mwirigi

S. Karina

M. Cichomo

P. Kiguta

E. Gathima

B. Wanjeri

P. Macharia

J. Kamwaga

A. Mutiria

Chairman

Managing Director

Member

Member-Left the board in December 201 9

Member

Member

Member

Member

Member

Member

Member-Joined the board in October 2019

Member- Joined the board in October 2019
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REGISTT]RED OFFICE
Muwasco Building. Murang'a
Kangema Road
P. O. Box 1050 - 10200
MT-JRANG'A.

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

(,0RPoRATE BANKERS
I . Equity Bank Ltd.

P. O. BOX 1060 - I 0200.
MURANG'A.

2. Cooperative Bank Ol Kenya
P. O. BOX 954 - 10200.
MURANG'A.

3. Family Bank
P. O. BOX I 130 - 10200.
MURANG'A.

AUDITORS
Ollice ol' Auditor General
[).O. Box 30084 - 001 00
NAIROBI.

COMPANY SECRETARY
Gichuke Ribathi & Company Advocates
P.O BOX 5556-00200
NAIROBI
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ENG. D. NG'ANG'A

,

II.M. MWITHIGA

J.K. MWIRIGI

l

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 lndustrial Park
and Pioneer group ofschools among others.
He is a qualified Certified Public Secretary (CPSK) and holds many
other certificates in management and corporate govemance. 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.

He has vast experience in both the public and private sector having
worked for many years with BAT rising to the post olArea 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 vaious post high school certificates in sales. management

and corporate govemance. He is the chairman audit and risk
management committee of the board.

He is an experienced finance manager who has served in the public
sector fbr more than l0 years and is currently the Murang'a 'Iown

Manager for the last four years. He served with the now def unct
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 201 9.

She has vast experience in community development and the founder
and current director ofan NGO called Friends For The Abused People

lntemational (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 hotds 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.
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S. KARINA

II. THI,] I]OARD OF DIRECTORS

DR. P.K, MUNGA
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She is a career joumalist with experience in joumalism and social work.
She has also worked as an assistint director at Radio Maria station. Shc 

L

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 Joumalism and diverse certificates lionl
various institutions. She is a member of Audit and risk management
committee of the board.

A career accountant. he has enornous 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. Ue I

has been the chairman of the Murang'a chapter of the Chamber ot'
Commerce and Industry. organizing secretary of Kikuyu council ol'
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 thc
finance and administration committee olthe board.
He has many years of experience in representing the physicalll
challenged persons in various capacities. He has served in the capacitir's
of treasurer. secretary and chairman in various groups of the physicalll
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.

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 govemment supervisor\
managemenl and eff'ective supervision course. She has worked as a

human resource officer, administrative oflicer and senior secretary. Shc
is a member of Audit and risk management commitlee of the board.

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 Administralion majoring in
Finance and Accounting from Mount Kenya University. He has

undertaken an undergraduate degree in Bachelor of Commercc
(Accounting Option) from the Kenyatta University. He is currentll.
pursuing a PHD in finance from the Jomo Kenyatta University. He is a
Certified Public Accountant (CPA-K). He also worked as the Chiel'
Executive Officer of the Murang'a County Initiative Co. Ltd. He has
served as Business Development Manager at the Pioneer lntemational
University.

i

M. GICHOMO

P. KIGUTA
l'.

I:. (iA1'lllMA

B. WAN.IERI

P. MACHARIA
CECM WATER &
IRRIGATION
MURANG'A
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She represents women organizations. She holds certificates in
Community rehabilitation. Population management and integrated
lamily 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
Govemment 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 ol
Women of Kenya (NCWK) and a member of Finance and
administration committee of MUWASCO Board.

J. KAMWAGA

A.ML,ITIRIA

He is a holder of B.Ed (Arts) from Kenyatta university and cunently
pursuing his Masters in Linguistics in the same institution. He also hold
senior management certificate from Kenya School of Govemment with
vast experience in management of both private and public institutions.
He has served in Thika Technical Training Institute (TTTI) as chiel
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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III. MANAGEMENT TEAM
'l'he Com an s senlor mana ement team is as follows

MANAGING
DIRECTOR

BSC CIVIL ENGINEERING
TECHNICAT,
MANAGER

ENG.P.KARENJI.]

B.COM
CPA(K)

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

HEAD OF INTERNAL
AUDIT

HEAD OF
CORPORATE
AFFAIRS

HEAD OF
MONITORING AND
EVALUATION

HEAD OF HUMAN
RESOURCES &
ADMINISTRATION

7

I I

BSC CIVIL ENGINEERING.
EMBA. DIP. COMMLINITY
DEVEI,OPMENT

ENG. D. NGA'NG'A

cPA(K).
B.COM. MASTER OF PUBLIC
POI-ICY AND ADMINISTATION

l

CPA.J. MAINA
-)

.l

CPA. P. NJERLI
I

J. MI]I.JTHIA

Il

P. MWANGI

6

lr-
LILIAN MAINA

II

7

COMMERICIAL
MANAGER

DIPLOMA IN
ENVIRONMENTAL
TECH NOLOGY,CERTIFICATE
IN M&E

I II

BMC,
DIPLOMA IN JOURNALISM &
MEDIA STUDIES

ft
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IV. CHAIRMAN'SSTATEMENT

It is my pleasure to rerea^se o_ur annuar report and financiar statements for theyear ended 30trr June 2020. During the year, the company continued to makeimprovement. in key performance ;.;" ;ili ensures stakehorders, varue and
S;:::i*" 

the residents of Murang,a have access to safe and reliable water

Operating Environment
The breakout of the covid-19 pandemic during the third quarter of the rrnanciaryear affected all sector-s 

9r irr-e- ."o.ro_y ,ia ,r,. .;;;;;;" "ir"irr.." 
_""severely hit by this disaster. Most of the major consumers of our servicesdownscaled their businesses while others closed their operations altogetherthereby causing a major drop in or...u..rt,,".]'"

r,esplte this difficult operating environment, the company has remained afloatand we have continued to positio" orrJ." 
-,o 

meet the expectations of ourcustomers.
As an institution, we continue to listen to views of all our stakeholders andend.eavor to develop, run and work in an environmenta,y sustainable andsocially responsible manner. This includes a continued f;"" ;;-;;rationalefficiency, resources conservation efforts and responding to the expectations ofour stakeholders.

Expansion programmes
Amid the many challenges we have continued_ to focus on ensuring that wedeliver serrzices to our customers and provide them with reriable and sufrrcientwater to improve their hygiene more so iuring this covid-19 p..loa.-.'- 

-
In this regard.we implemented programmes tE [otr, expand our network to reachthe un-served residents..as weit a-s partnering wiqh the ;;,;-;;;;;;ment ofMurang'a to set up public water points all ouE. o,r. area of jurisdiction for thepublic to wash their hands and protect tt "-".trr." from contracting covid_19.In addition, during the year, our continued rerationship witn oui a.r.top,...r,partners ensured that we constructed a storage tank at'Embas"y 

"J'p.o..r..aa double cabin pickup and four motorbikes_
we also expanded our water networks and connected more than l ,000 newhouseholds with our services.

Financial performance
I am elated to report another. year of continued progress for MUWASCo in whichour financial performance 

".ho-*gl]"p.orrea gfu*in. Revenues from operatingactivities in the year rose to ksh 19s.2 milioi from ksh.lg2.z-uiioo ..po.t"ain the year 2O19.
The increased sales and prudent management of the available resources enabredus to continue investing in fixed -"".t"io continue with our i.,u."t^..ri pr.r.
Future Plans
l'ooking ahead' the board wilr continue to support investment in new projects toensure the continued growth of.the c-ompany' ana progress towards achievingthe company's main objective, that of oehreiing greater varue to its customersfor socio-economic deveiopment.

8
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CHAIRMAN,S STATEMENT(contin ued)
our success depends on our ability to ligure out the future by anticipating andresponding to change.
with favorable operating environment, support from our stakeholders andfinancial partners, we expect to- continue .*p^.rai.rg our water 

""pprv-"!,*..t ,"the un-served areas in our newly expanded il4r.".rg," municipality.

This expansion programme- which is part of our new strategic plan wilr requirean estimated investment of over ksh.-z bittion which cafls for a rot of resourcemobilization.

Acknowledgment
Lastly, I would wish to extend my sincere appreciation to the MUWASof Directors, Murang,a County Gor...rme.rt, Tana and Athi WatDevelopment Agencies, the Ministry of Water & Sanitation 

""a f.igut.customers for their support.- I also express gratitude t. ifr. _"ilg.employees of MUWASCo for their hard work oier the financiar y;. '-
Thank you.

CO Board
er Works
n and our
ment and

s,
Dr. K. MUNGA
Chairman, Board of Directors
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V. MANAGING DIRECTOR,S STATEMENT

General Overview

I am delighted to reporl yel another aruruar performance of the company for the period ended 30rhJune 2020' The company's performance h"'. ;;;;;;-;ble despite rhe unpreiicted challengesexpenenced during the last- gyarter of the financiar-v* u. a resurt of the grobar Covid lgpandemic our cha,enges of high Non n"u.nu. wu,"r'ias continred to pose a chalenge in ouroperations due to the aged infrastructy: *hi;;.;;-i; huge investment for renewal. we areseeking partners to fund rhe renewal of the old inf;i;"t*" in order to reduce the Non revenuewater to acceptable levers. In our proposal we expect,o.*"* infrastructure in Murang,a cBD andMukuyu. rhe demand ror wa1e.1 in our area 
"i 

j;;.;;;,i;; h^;-t;;;;;i,*".u1,?,.o ,""u,r.various rvays to increase our daily pr"ar",i"" 
"^p""i-yio"-"", ,t 

" 
cunent water demand_

The impact report issue no 12 of 2020 released by *ASREB ranked us number two (2) in our
:i:c_? ry r*b:.. 

Ly"ls.) overalt for the year ZOiStZOtS. The rank was based out of 83companres countylvide. This is an indicator ofthe potentiar we have even to perrorrn"iJtter.our customers have continued to enjoy q*ii,t;;i;'i.,a ,r,i. is evidenr from feedback we arereceiving from them and we target to i.pior" on tnl, 
"""n 

f,igf,.r.

During the financiar vear Murang'a water and sanitation company ltd in co,aboration withWASPA and other waier utirities ."ngug"J i; ;il;;;l conservation awareness exercise. The
ffi*1#;-,J'ilil"";1:'"'water companies countywide *her" memb"rs oi1i"'"on-,-uni,y
inaigeri-ous;";; 

"i* r,J,,l"r;J:X_'*:r:X"S:"fJ'X1,:""#:$ffi0,"**n f-ting oi

[;H","%*ped 
our strategic plan for the company to sreer our growth for the next five years

Company performance
Below is a s,mmary of the company performance during the year compared to the previous twoyears:-

No. TTEM 2018 t20r9 2019 12020
I oT Btal l1 S hKs S n( ons ) 188.7 182.7 195.'t
2 Operating Exp (Kshs in Miltions) l9l.l 186.s 196.7
J Capital Exp (Kshs in Millions) )/ l5 12.5
4 Number of active water Connections 12,308 14,073
5 active sewerage ConnectionsNumber of

4,997 5,089 5,424

The performance of the company has continued to improve._ During the financia r year 2o19-2020,we were able to increase the active water comections by 1,013 connections.

with intemally generated funds and the support of partners such as TWWDA, AWWDA, andWater for life the following projects *"." 
"o.ii.i"a a'ulrig tt" y"u.,_

l' Through intemalty generated funds rehabilitation of water pipelines to various areas ar acost of Ksh I 0.6 millions.
2' Tkough intemalry generated funds extension of sewer networks in St Mary and Stationroad areas Ksh.0.5 millions.

t0

2017 t2018
Mi

13,060
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MANAGING DIRECTOR'S STATEMENT (continued)

' Ill9"n intemally generated funds office fumirure's and computers at a cost of Ksh. 1.4Millions.
4' Through rwwDA commencement of the last mile connectivity project which wi costKsh 50 millions.

Environment conservation

Through environmentar degradation water resources are getting scarce each and every day and ifthe situation is not corrected we may not have water to serye our consumers in the near future.During the year we were able to prant 50,000 indigenous trees and donated 10,000 seedrings tofarmers and staff members from our tree nursery at Karie sewerage treatment plant. The aim of thisis to ensure that we regain the forest cover as p"r pr"ria"nliur directive of more than lOyo from thecurrent 7%o to ensure the environment is conserved even for our future generations.

I take this opportunity to thank the Board of Directors for their strategic and poticy guidanceduring the concluded financiar year 2019/2o20. To the management and entire staff members ofMUWASCO, you have done your part but we have room for improvement and it,s my belief thaty" yi].| achieve much through your commitment and aearcationli".'"".r,a"ri ,iut'*" r,ur" urtthe skills necessary to manage the significant oppo(unities and risks tr,ut ri" u"ior" ur. 
''

Lastly my gratitude goes to Murang'a county Govemment, MUWASCo stakeholders, .twwDA,
,ASREB, AwwDA, w-s.T'F, ministry oi water unJ .unitution & i.is;ii;;;;;i'llu.rop."ntpartners and other institutions who supported us financially or otherwise.In addition I also thank aU those noi named above but hare giren us morar as we as materialsupport. It is through your contributions that we have reached *h"r" *" are and we 

"n"or.ug" 
yo,to continue supporting us even in the future.

Gratitude

ENG. D.NG'ANG'A
MANAGING DIRECTOR

ll
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VI. REVIEW OF PERFORMANCE FOR THE YEAR ENDED 3O'U JUNE2020

Muranga water and sanitation-companytn-s strategic pilrars and objectives within its strategicplan.for the financial yezr- 2015/2016 - iotstzozo.Tii" u.,r,uur reports and financial statements

firH*Xtl,vear.20lel2020 
are prepared i" th" i;.L;;. 

"rti,".rrut"gi" fiu". rr,".J.o"t"gi"

l. Accessibility to adequate water and sanitation services
2. Financial resources
3. Human resource capacity
4. Corporate image

Muranga water and sanitation 
"g.pay develops its annual work prans based on the above 4pillars' Assessment orthe Boards performan"" uguin.iii. -rrul work plan is aone on a quartertybasis. The company achieved its pirformance ,*-g"i, ,", r* the financial year 2019/2020 period,for its strategic pillars, as indicatid in tn" aiug.u.i U"fo*. 

''

PILLAR I
Accessibility to
adequate water and
sanitation services

To provide 8O"/" of
population access to
water services and 607"
of population to
sewera e servlces

Strategic
plan
target

Extent of
implementation

Remarks

sewera e network
Expand water and

Activities
Expand water reservrcir
system---4 additional
tanks

4 4
100%

2No. new tanks
constructed+ 2No.
rehabilitated

water connection
to I 5000 active
comections

15000 12,500
(83%)

There is need for
expansion of area of
urisdiction

Increase sewerage
connections to cover 60yo
of area of lon

6000 5,000
(83%)

Gap 1,500 - projects by
county government not
done

Construct additional water
kiosks- 4 new ones

4 4
100% Kabuta 2

Mbombo, Gacharu and

Construct additional
ablution blocks- target 2
new ones

2 I
50%

lNo. at Kangema road
junction not done

Remove spaghetti
connections and install
larger pipes to serve more
customers

100% 40% -Kiharu DMA
Sourcing for funds for
more rehab

brace new technology
in block mapping of
sewera stem

Em 100% 80% Remaining sewer
mapping almost
conl lete

Strate 2 Enhance service delive

and ui ent

Provide necessary tooli 100o/o Continuous

ement s stem based

Adopt quality
nt

Applied lor ISO
certification

80%

t2

Strategy I

Increase

80%

t00%
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on ISO standards

team
Sefting up 24hrs response I0o/o

lace
On ly stand by Team in

ncrease payment points
-bills, M-Pa ents

l00Yo Done

Automate meter reading 100% 1000A

ent in lace
tegrated Meter UtiliryIn

M
Conduct customer
satisfaction surveys every
2 years and implement
recommendations

100% 1000/o Done

t:i ct

Strategic
plan

Extent of
implementation

remarks

PILLAR 2:
financial
sustainabili

Increase revenue
base to 150,000,000

er annum

I 50m 100l,h 200M p.a currently

strategy I Reduce unaccounted
for water to 20yo by
2020

20% Cunent 25%o
(60%)

egional metering and
DMAs demarcation in
progress and strengthening
NRW section

R

activities
Cany out block
mapping and zoning
of meters

100% 80% continuous

Rehabilitate sections
of water system prone
to leaka

100% 30% with partners to
rehabilitate the old network

Working

Use modem
technology for leak
detection

100% 60% re equipment to beMo
procured

Take legal action
against staff and
customer making
ille cormections

100% 75% At least 6 legal cases
instituted every month and
consumers are heavily

izedstrategy 2 Improve revenue
collection
activities
Ensure accuracy and
timeliness of bilts to
all active water and
sewer e customers

l00Vr 7 sYo s sent on time but new
billing system being
implemented

r]iil

Formulate and
implement
mechanism for
collecti old debts

l00yo '7s%
collection proceduresDebt

formulated

Cornmission water
bottli lant

1000/0 100% Operations started

l3

100%

100%
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Write funding
proposal to porential
donors, govemment
and development
partners- at least 2

yearsal eve

t0 Proposal for
Kabuta,NRW,St
Marys,Mugoiri
wateri,Kayahwe &
Kariciungu

6 done
(60%)

PILLAR 3:
Human resource
capacity

To attract, recruit,
retain and develop
human resources for
quality service
delive

Strategic
plan
target

Extent of
implementation

Remark-s

Strategy 1 : Improve employee
motivation and morale
Activities
Undertake training
needs assessment and

lement resultstm

300A Current TNA not
conducted due to lack of
funds

Undertake employee
satislaction survey
ev 2 ears

800h Survey done 2017

worksho amuall
Staff team building 5 2 (40%) only 2 conducted due to

lack of funds
Give permanent and
pensionable terms to
long serving casual
staff

90% 70% engagement done
in previous years but
current ones are pending
due to lack of funds

Planned

Review and
implement HR poticy

3 ears

2 reviews I

5l%o
e revicw done in 201 5On

Develop and
implement effective
performance
management appraisal

stem

t00% 85% Quarterly and annual
performance appraisal
done

ln

l00o/o
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Co o rate irna e

PILLAR 4:
co ratc ima c

Enhance MUWASCO
et

Strategic
lan ta tm lementation

Extcnt of remarks

Enhance ublicit
Activitics

arry out electronic media
campaigns-at least 2

C

annuall

10 6 (60%) SMS and website

arry out print media
campaigns-brochures and
annual newsletter

C 5 3
(60%)

Brochures and print
media done

Participate in exhibition
and other forums
organized for the water
sector-at least once
annuall

5 Kenya water week,
IWA. WASPA
exhibitions

events---Mount publicity
at least 4 annuall

20 t2 (60%) Clinics conducted

facilities and materials
Brand MUWASCO

Baruters, tents
vehicles branded

sti tute corporate social
bili

In
re

Activities

CSR lic
Formulate MUWASCO 100% 80% Policy in place

Strategy 3: Enhance corporate
ovemance

activi

retreat
Ho lding annual board 5 3 BoD study visits

held

l5

Strategy I :

4
(80%)

100% 85o/o

strategy 2:

3

(60%)
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xvil.

corporate govemance is the process and structure used to direct and manage business affairs ofthe
:;'jl:ilJ.[:,ff:ilH[:T?"Xfi'"i;"t] *o corporate accounting with tie uttimate ou.lective or

The company conducts its operations in accordance with the principles of good corporategovemance as provided in rhe water. Services Reguratory noara lwisnr'nj guia"iiill una wut",Act 2016 provisions. wAsREB conducts gor".ni,"" uulii,o 
"nrr." 

good corporate govemance.

Board of Directors
The composition of the Board is compliant with good corporate govemance practices andWASREB regulations. The rores of the cirairman una ir,"'rrau"uging Diiector *. ..g."gu,"a. rrr"Managing Director is in charge of rhe dav !" a"y -*i"g "il;il:H;;;,nll"",i?'i,1, " -._executive director acts as the chairman oi tt 

" 
go*a. Th;current Board is composed of ManagingDirector and nine other directors drawn from various stakeholders. The Board is thereforecomposed of committed individuals with diverse and complementary skills to ensure that there issuflicient wealth ofexperience at Board level- --- -""'l

Board meetings
Board Meetings are held every quarter and in exceptional circumstances as dictated by demandand exigencies of company operations. rhe forrowinj are iie nu*uerof Board meetings held:

Board committees
The. Bo.ard has approved the delegation of certain authorities to the Board sub committees whereapplicable, and to the management.

The Board has three committees which are guided by clear terms of reference. The committees areinstrumental in monitoring the company operations, systems and intemal controls. The committeesare as follows:

Audit and risk management committce
The members of this committee are all non-executive directors. A the members meet minimumfinancial literacy standards. The committ". .""," ui r"uo ro* times in a year and the internalauditor serves as the secrerary of the committee.

The committee is responsible for.ensuring that the Company,s intemal contrors are adequate andthat the assets at the disposar of the company ar. ,uf"-giu.i"d. It ensures ** p-i"rlori"", *aintemal control procedures are in ptace and also tip. a ensures that the set poricies andprocedures are adhered to and advicei on improvements and introduction ofnew 
"ontril 

p.o""dr."

TYPE OF MEETING NO
ial Board Meetin & AGMS I

Full Board Meeti 4
F andnance CAdmin omrn ttee M n 3
Audit Commitlee Meer ln 3
Total ll

l6



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED'Oii^.TUTT ZO't,

CORPORATE G OVERNAN CE STATEMENT Continued

Attendance of Board meetin

Finance and administration committee
The committee comprises of three non executive directors and c.E.o rana water worksDevelo-pment Agency as an ex-official. The committeels chaired by a non-executive director andmeets four times a year.
The role of the comminee is to monitor and review the operational and financial performance ofthe company against key performance indicators, ideniiti;g shortcomings *J 

"n.,ling "orr"",iu.measures and action are taken. The committee also reriews the compiny,s inr".i.""t plans incapital expenditure and recommends to the board for approval. The committee has also theresponsibility of ensuring that the systems of financiar controts are effectivelf ad.i"irt."i"a.
This committee as well has the r-esponsibility of ensuring the company has the right stafr, at theright place and doing the right thing. More so, tt" lorirnitt"" wilr ensure that staff werfare isguaranteed.
Their terms of reference includes but not confined to human resource pranning, emproyee welfare,recruitment, training, performance appraisar, discipline, hearth and safety and frrt/ri6s.
Technical committee
The committee comprises of three non executive directors and c.E.o Tana water worksDevelopment Agency as an ex-official. The committee is chaired by a non-executive director andmeets four times a year.

T,r^::T.in* oversees 
.planning, coordination and execution of development and rehabilitationprojects to ensure expansion of reticuration system and to improve 

"frr"iJ;;y'i;;;tei proauctionand distribution including sewerage network

Directors' Remuneration
The remuneration of non-executive directors consists of sitting allowances in cormection withBoard and cornmittee meetings.
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t0/09t20t9
COMMITTEE
AUDIT

t0/09/20t9 ITIN & ADMIN
COMMIT-tEE
FULL BOART'

t8/r 0/2019 A.G.M

04/02/7020 t:lN & ADMIN
COMMITTEE

04/02/2020 AUDIT
COMMITTEE

t8/02/2020 FULL BOARD

15t06/2020 AUDIT
COMMITTEE

\5t06t2020 FIN & ADMIN
COMMITTEE

29/06/2020 I'ULL BOARD

17

t 6/09120219-



- MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED:OiiIUT'IN ZOZO

Process of appointment and removal of directors
A third of directors retire on rotation every year. Election-of airectors starts with advertisement inthe media, their applications. are 

"onsiierea uy statetrotder,s selection committee and thiscommittee does a recommendation to the stakehttder..-Th".""o--endations are taken to theAnnual General Meeting. The stakeholde.r u, ,t"-ecu -e "t liil;r;1; l!."1 *;rt ,t"recommendation to agree, amend or to disagree with the recommendations.

Induction and training
After every Annual Generar Meeting, the directors undergo an induction and training.

Ethics and conduct of directors
To show commitment of proper utirization and manapement of pubric resources and properrunning of corporation's affairs, Murang'a water enJ sirrtution co.puny rr* a"rl"rop"a u .oa"of ethics to be signed by all board ."rib".r. a .oa" oi"tnl". provides guidance and direction inthe manner in which members of the board or airecio.s ire expected to conduct themselves whenhandling matters relating to the company. This code is guided by the company,s strategic plan.

Going concern
The directors confirm that the company has adequate reso,rces to continue in business for the

iffi:f[:"[#erand 
rherefore the loniinued ,." oiir,. going concem as u U^i. *h.n preparing

CORPORATE GOVERNANCE STATEMENT Con tinued

SIGNED:

44

CIIAI MANA(;ING DTRECTOR

Itt

f*
J
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VIII. MANAGEMENT DISCUSSION AND ANALYSIS

SI,],CTION A

SE(]I-ION B

Enti 's com liance with statuto ulrements

SECTION C

Muran ga water and san tation company is a company limrted by guarantee ence lt cannot heable to finance its through equity. The projecls are financed either from intemall
proJ ect

Grantsgenerated funds, from County Government, Cons tituency Development Funds,
v

Development partners and commercial financing though performance/result basedfinancing. The Company has a role to play if it's going to achieve Sustainable Developmentgoals agreed by
nable world Specificalty the company stnves to meet goal number six of clean water

sustai
the world Ieaders in year 2015. for a more prosperous equitable, and

and sanitation

The cn tity's operational and financla I performance

No. rTEM 20t8/2019 2019t2020

Total Billings (Kshs in Millions) 182.7 195.7

2 Mi ti
E Ssh lnng (Kp

ons 185.8 196.7

3 Capital Exp (Kshs in Millios) l5 12.5

4 Active Watei
Connections
Num r of

r 3,060 t4,013

5
connections
Number of Ac S cewerag

5,424

6 Unaccounted for water
25Yr 25y.

ti
parti

di

M rt1 an a water an Sd ilng I rita no mco com II Span rh anv uso stap tuto re utre enm an1S dry q
Crh A9rh GM was h Ie otl Fn dan the ItI orh bercto 2v 0 9I 1'h c com has a dpanv sI utepend lng pth ca on trac Utor beenl NSco lruc no con') al') I LCCp whichv td(u ) emana edI mfro a co traclt tIbe twecn he ThcCS oc tntrac ro Ic salm Ksh I 02 2 4-t 94 rltfro,3 cothe tn The twopany

art I sc have tln cd at) arbi trator who IS hand I thc teu

ls lanni lementin
K tiro tscc na d n sc tnl ten dec IS ons h c cn

l9

I

5,089
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MANAGEMENT DTSCUSSTON AND ANALYStS (Continued)

PROPOSED PROJE,CTS

SECTION D

Major risks facing the entity
operation risks

The comp-any inherited ord dirapidared infrastructure, and this has contributed to hieh NonRevenue water. over the vears, rh. .o;p;r'h;;l;;;;Jl; ;;;';_;;;rI""iff;.r.the intiastructure. The funis required t" L"""tr""l iii" iit f r" ryrror! is beyond companyaffordabilitv and various o.opoiurs hare be;;;;; io"..uirir.-ii,ni. i#iiiei"'ij5ili"Private Pannership (ppp)
Market Risks

fh.9 gotnpg"v has an outstandin-g- loan from Sidian BanI.The principal outstanding amountis Ksh 3,657,201 as at 30s June 2120 *ii[ ;l;i;;.J*t" 
"i 

i{y"-p.I;;;**..* ^,-
Credit Risks

Th9 ".o.TpqLy 
supplies water on credit and-gives the consumers a period of l4 days to cleartheir bilts. Nor an consumers are abre to.rE* tt"liuiri;;iihi; th'. *.;riii,rr,ii'grJl"'ilathis- 

-give, 
rise to credit risk. At the end of the year,'ii"' ouo" debtors amounted to Ksh70,324,023 and the hiehesr nercenlage *as o*ed by the Govemment institutions and thedefault risk is assessedas t"i. rn" 

"-".p-y pi"iiil.'"rr"*ance for credit risk asainst rheoutstanding specific warer and sewerage a"'urs una u g"n.r"r p-"i.i", 
"i idi"'Si'it"J 

".,balance-

Liquidity Risk
The company has various obligation and riabilities as outlined in note 17,19 and 20 of theaccounts. The company 

-mana[es riquidity risks by ,nuinirining u*r.irg'i^"irit]".i#orghcontlnuous monitoring of forecast and actual cash liow-

No Project Financed hv Sustainability
ugoiri Wa

water Supply
TeriM Commercial

financing with result
based financins
(RBF) throusf,
Water Servic"es
Regulatory Board

roJThe ce np creas c the
rodu tlc ltop r da cnhcapac ty cepc v
om re S (1 o crhp l1 rc ilcp v S n

aul IIo and demandppo

) Murang'a urban
NRW project

pnvatePublic
partnership

-The project
and increase

will reduc
supply to u

e water losses
nserved areas.

3 Murang'a water
lnstltute

G.O.K
streams of lhe comoanv
benefit the community.

1'he revenue
and will

project will tncrease
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MANAGEMENT DTSCUSSTON AND ANALYStS (Continued)

SECTION E

SECTION I.-

Material arrears in statutory/fi nancial obligationi

The company has accumulated administrative fees owed to Tana water works
?:;:i1:tTt#encv Amountine t" riii.le,;is,zi7."o["ii.";; #di;",.'#.";,#l ,o

The entity's financial probity and scrto us governancc issues

The Company has no anv financial improbity and it observes the guidelines issued by WaterServices Regulatory Boird on-corporare govemance and has compried with rhe euid6rines
H'"T# #rJ*" o r c on fl i ct o r i ntire st u,io 

" 
g G" aou'J ; r*r'l# ii.,i 

" 
i,r, J'BH:H' il;

2l
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IX. CORPORATE SOCIAL RE,SPONSIB ILITY 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
Goveming Board recognize and perform the obligations Muwasco has towards the National
Government, the county Goverrunent of Murang'a- its majority stakehorder, as welr 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 govemance and the ethical codes as enshrined in
the human reso,rce manual. The protection of the reputation and our corporate visibitity 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 l0o%
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 poricy has continued changing lives and livelihoods. This year,we have
connected over 1000 needy connections through our rurar poor progmm (Rpp). Indeed we joined a
I l00Kms 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 futl 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 govemlng our corporate
actlvlties.

ENC. D.NG'ANG'A

MANAGING DIR-EC'IOR

t

22
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X. BOARD OF DIRECTORS REPORT

The Board or Directors has the. preasure in submitting their annuar Report and r.inancialStatements for the period ended 30th june 2020.

PRINCIPAL ACTIVITY

Thc company's main activitv is the provision of wholesome clean water and sanitation services tothe residents of Murang'a town and ils environs.

INCOME

il:J:'r1[:::;:'J;ies 
for the year show a surptus of Kshs 17,023,688 as set our on pase twenty

I::":,i:Hl3" not recommend the payment of a divided. This is in line with section l3l(3) of

TIIE BOARD OF DIRECTORS

The board members who held office during the year were as indicated on pages four,five and sixof the accounts.

DIVIDENI)

By order of the Board

ENG. D. NG'ANG'A
MANAGING DIRECTOR

The auditor general is responsible for the statutory audit of the company's financial statements inaccordance with Article 229 of rhe constitution ofkenya una the public Audit Act 20r5

J

23
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Approval of the financial statements
The company's financial statements we
signed on its behalf by:

re approved by the Board on 29th September 2020 and

SIGNE

- DR. P. TJN(;A
CHAIRMAN t

GU'I'A
CTOR

ENG. D.NG'ANG'A
MANAGING DIRECTOR

24

XI. STATEMENT OF BOARD OF DIRECTORS' RESPONSIBILITIES
Section 8l of the public Finance. Managemenr Act, 2or2 and section 147 of the companies Actcap 486 requires the Board of DirectorJ to p..pu."' r,ru*iur statements for each year that give atrue and fair view of the slate of.affairs of tt" co.puny ,, u, th" end of rhe financiar year and ofthe results of the activities for rhat year. [t ar" ,"[rir'". ,n" B"r;; ,;;;;;; ffiihj Companymaintains proper accounting records which disclose *ith .easonubre ;;;;; ir,"" nnun"iutposition of the company. The Board i. ut.o ."rponribl" fo, .uf"gu*Jr* irrl asiets or tn"Company.

The Directors are responsibre fo^r.the preparation and presentation of the company,s financiarstatements, wh.ich give a true and fair view of the state of affairs of the entitf ior ani*'uirrr. 
"na 

orthe financial year ended on 306 June 2020. This ,".p".Ju ity includes: (i) maintaining adequatefinancial management iurangemenrs and ensuring that these continue to be effective ihroughoutthe reporting period; (ii) maintaining prop". u""J*,ing-.."o.a., which disclose with reasonableaccuracy at any time the financial position or the Jntity; triir a"rigrirg,- i.pi".*tirg *amaintaining intemal controls relevani ro tn" p."p-ution and fair presentation ol the financialstatements, and ensuring that they are free from material misstute-ents, *t",t". au"'io error orfraud; (iv) safeguarding the assets.of the company; iv; selecring and applying appropriate
ll,counting 

policies; and (vi) making accounti.,g 
"rti,,,at", that are reasonable in theclrcumstances.

The Directors accept responsibility for.rhe company's financial statements, which have beenprepared using appropriate accounting policies supiorted by reasonable and prudent judgments andestimates. in conformity witl Intemational Financiar R.p"hg standards trensi- *i--'r,e mannerrequired by the PFM Act,2012 and the compani". a"i. rnJ ni.""torr." oi','r," Jpi.rron ,t 
", 

,r,"companv's financial statements give a rrue and fair view of the state "i;;6;;;;sactionsduring the financial year ended June 30,2020, and of thecompany's financial position as at that date.The Directors further confirm the completenes. oi itr" 
-u""o*ting 

records maintained ror thecompany' which have been relied upon in the preparation of the co-"parry;s i*-"iur .iui".""r, u.well as the adequacy of the systems of intemal financial control.

&,-
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XII. REPORT OF THE AUDITOR GENERAL



Telephone: +254-(2o) l2r40oo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

Itt._t,t tlt.t( ot.' KI._\\.\

OFFICE OF THE AUDITOR-GENERAL

l ) n h u n c i n g ..l t c r n n t o h i I i t.r'

HEADqUARTERS
Anniversary Tolvers

Monrovia 5treet
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MURANG'A WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

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

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of 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 accordanc€ with lnternational Financial Reporting Standards, and comply with
the Water Act, 20'16 and the Kenyan Companies Act, 2015.

Basis for Qualified Opinion

1. Long Outstanding Receivables

Note 1 1 to the financial statements reflects receivables totalling Kshs.1 09,1 88,776, 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.8,845,836 made in the
fi nancial 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

Reporl of lhe Audilor-Genera! on Murang'o l{ater and Sanitation Company Limitedfor the ,.-eqr ended 30 June, ?020



Bank A,/c No.0220'192975587 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 lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Murang'a Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

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 lnformation

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 I do not
express an audit opinion or any form of assurance thereon.

Other Matter

Unresolved Prior Year lssues

ln the report of the previous year, several issues were raised under Report on the
Financial Statements and Report on Lavvfulness and Effectiveness in Use of Public
Resources. However, although the Management has indicated that some of the issues

Report ofthe Auditor-General on Murang'(, Woler and Sqnitqtion CompanJ, Linitedfor the year encled 30 June, 2020
)

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. lf based on the work I have performed I

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



have been resolved, the matters remained unresolved as the County Assembly has yet
to deliberate on the audit report for 201812019.

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, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied laMully 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.42,526,7 43,
which includes advertlsing 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. lt
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.'|20,623,621 disclosed in Note 19 to the
financial statements includes lease fee amounting to Kshs.57,538,816 owed to Tana
Water Services Board (201812019- 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 lntegration Act, 2008 which requires that at least 30%
of employees are from other ethnic communities.

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% ofthe annual expenditure. The

Report oflhe Auditor-General on Murang'a Wqter and Sanitation Company Limi,edfor the year eruled 30 June, 2020
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The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conc lus ion

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 Concluston on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

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 Acl 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
lrrigation, 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 lo 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. lt 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.

Reporl ofthe Audilor-General on lvlurang'a tl'aler and Sqnilalion Compan.r Limited/or the yeor ended 30 June, 2020
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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.



REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

(iii) 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 lnternational 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.

ln 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 ol lhe Public Audit
Act,2015.

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 ofthe control environment.

Report ofthe Auditor-General on Murang'a Water dnd Sanilation Company Limitedfor the year ended 30 June, 2020
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether processes
and systems of internal control, risk management and governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

ln 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.



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 lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

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

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

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

ldentify and assess the risks of material misstatement of the frnancial 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.

Report ofthe Auditor-General on Murang'q Wqter snd Sani,otion Comparr' Limitedfor the year ended 30 June, 2020
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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 ofthe Managements' use ofthe going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease 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 I consider necessary in the circumstances.

I 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.

CPA Na CBS

Nairobi

Report ofthe Audilor-General on Murang'a Water and Sqnitqtion Company Limiredfor the year ended 30 June, 2020
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I also provide the Managements with a statement that I have complied with relevant
ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

AUDITOR-GENERAL

08 February,2022
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XIII. STATEMENT oF coMpREHENsIvE INCoME FoR THE yEaR ENDED 30r,JUNE 2O2O

INCOME NOTES
2019t2020

( Kshs)
2018t2019

( Kshs)

Revenue Grants

Billings

Other incomes

Contingent liability reversed

I 12,236,565

l 95,69 t ,168

5,768,933

12,675,878

182,692,262

3,340,471

3,4f6,756

202,145,361

2

3

4

213,696,666

EXPENDITURE

Personal emoluments

Administration expenses

Production and maintenance expenses

General office expenses

Depreciation and amortization

Finance cost

5

6

7

8

9 and l0

t7

100,227,388

42,526,743

26,691,559

6,004,447

20,488,074

734,767

196,,672,979

92,964,790

34,164,91I

30,086,633

5,088,340

22,216,6t1

t,2s2,817

185,774,102

SUPRLUS FROM OPERATING ACTITIES

TAX

TOTAL ST]PLUS

17,023,688 t6,371,265

t7 023 688 t6 71,265

27



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30I'I JUNE 2O2O

XIV. SI'ATEMENT OF FINANCIAL POSITION AS AT 3O,I'IIJT]NE 2O2O

The financial statements on pages 27-50 were approved by the board ofdirectors on
29/09/2020 and werc signed on its behalf by:

(.....,.
DR,P, NGA KIGT]'I'A G. D. NG'ANG'A

MANAGING DIRECTOR

28

ASSETS

Non Current Assets
Property, plant and Equipment
Intangible assets

Total Non-Current Asset

Current Assets
Receivables
Cash and cash equivalent
Inventory
lnvestment in subsid iary

Total Current Assets

TOTAL ASSETS

EQUITY AND LlAlilt_tTtES

Capital And Reserves
Capital Reserves
Revenue Reserves

Total Capital and rcserves

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
Defened income
Overdraft
Total Current Liabilities

TOTAL E UITY AND LIABILITIES

NOT'ES

I
l0

II
t2A

t3
l4

2019t2020
Kshs

241,749,363
143.360

109, I 88,776
l,3s 8,670

10,5 53,287
20,488,369

l{1,589,102

383,{81 ,825

33,275, I 8l
r20,514,438

95.707.947
95,707,917

120,623.621
3,657,20t

56.123
2,5 10,040
7,089,440

47.833
133,984,258

2018t2019
Kshs

249,853,330
119.200

87,485,3 s6
728,t17

7,356,099
20,488,369

116,0s7,941

366,090,471

3 3.275. I 8l
103,490,750

) o<o ?10

102.797,387
105,757,1l6

107.t07,046
3,947,882

2.5 10,040
8,846, 165

1,156.291
123,567,424

241,892,723 250,032,530

t5
t6

l7
l8

l9
17

t7
20
l8

l28

153,789,619 136,765,931

383,481.825 J66,090,471

('ll A I tt AN DIRECTOR



MURANG'A WATER AND SANITATION COMPANY LIMITED

FINANCIAL sTATEMENis ron rnn YEAR ENDED 30"'JUNE 2020

xv.srATEMENT oF CHANGES IN EQUITY FoR THE YEAR ENDED 30tttJUNE 2020

TOTALS
( Kshs)

REVENUE
RESERVES

( Kshs)
hs

CAPITAI,
RESEIIV[,S

NOTES

t2 66u7 ll9 {ti5Itll33 1
Balance at l" July 201 8

l6 37 t.26516.371,265l6
Surplus for the Year

9ll136 7675010.3 {JJ 75 l8lBalance at 30th .lune 2019

136 765,9J t750103 {33 75 l8lBalance at I Ju11 20l9

17.023,688t7,023,688l()
SLr lus lbr the ilr

153 789 619l{l2lt75.18133at 30ih June 2020Balance
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MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED :O"IUNB ZTTZO

xvl. STATEMENT oF cASHFLow FoR THE yEAR ENDED 30rH "ruNE z0zo

2019t2020 2018t20t9
hs hs

Cash Flows from o ratin activities Notes
lus enerated from o actlvttlesS tin l6 t7,023,688 t6,37 t 265

for: Non cash itemsAd ustment
Dc cr atlon and amortisation 9 l0 20 488,074 22,2t6 6llProvision for bad debts 6 ) l 67,1 84 l,l t4 408

tSAmortisation on ca ital t8I lJ 846, l6s 9,996 300

lus From o ratin ActivitiesA ustcd Su
Before Workin Ca ital chan cs 30 2 781 ,o 705 984

(lha n s in workin ca ital
Increase ln lnvento l3 197 188 103 154Increase in receivables ll 23,870 604 l5 960,90'7Increase ln term bit ti t7,t9 20 t2 173,559 73s 874Increase in lon term liabilities t7 2,959 729 , 947,882

Net cash llows From Activitiescratino l9l2 978 l0 29 915

ActivitiesCash flows from Invest tn
Purchase of P.P.E and ible asset 9,10 12,51l 042 14,988,062Dis sal of motor vehicle 162,774

activitiesticaN flo s from n sc n l2 688 t4 9tt8 062

Cash flows from Finan
Deferred income 18 2,865,833

Net Cash flows from F i Activitiesnanctn ) 65 33

ase/increase in cash & cashNet Decre
uivalents

630,553 |,692 l6Cash and Cash uivalent at start of 728 ttl 2 420,433

Cash and Cash uivalents at cnd of ctr t2A I 58 670 7zta lt7

l0

sho(

Cash

Activitics



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED TO';-.II'NE ZOZO

xvIl. STATEMENT OF COMPAR]SON OF BUDGET AND ACTUAL AMOUNTS FORTHE pERIoD ENDED 3on,JUNE 2o2o

Actual Budget Variance Explanation of
material variances

Cumulative to
date

Cumulative
to date

tNcoMt
K.Sh s K.Shs X.Shs

Revenue

Water billings 137,350,513 (24,2s6,s32)

(1s)
tarriff reviewed in
dec 2019Sewer billings 35,709,950 80,761,986 (4s,052,036)

s6)
tarriff reviewed in
dec 2019meter rent 8,125,950 8,125,9S0

100Other billings/incomes 19,666,462 23,799,996

(1

decreased revenue
due to covid 19
pandemictotal income 200,852,875 266,169,O27 (6s,316,152)

(2s)
EXPENSES

Salaries

8s,600,038 87,440,422
4,159,616

5Casualwage

495,180 1,180,080

(684,900)

(s8)
engagement of
attacheesLeave allowance

2,963,841 ?,793,OO0 6N.S.5. F co. contribution

27 7,200 288,000

(16,800)

{6)Pension

3,713,359 3,882,148

(168,789)

(4)

Trainin
1,348,853

1,292,000
56,853

4

Gratuity ex 5e
3,793,370

4,107,980
(314,610)

(8)

Subsistence allowance

8,892,383

4.820,000
4,O723a3

84

wasca games and
choir competions
at BusiaTelephone, e-mail, & mobile

hone services
2,s35,503

2,448,000
87,503

4

Courier & stal services

36,790

63,600
(26,810)

l42l use of emails

Travel costs
489,365

5s0,000 (10)

Newspapers, magazines
eriodicals

98,860

750,120
(s1,860)

34)

Reduced supply
when user
departments are

Advertisi
2,372,7s3

2,520,OOO

(747,241]|

(6)

3l

Variance(%)

161,607,045

reviewed meter
rent tarriff

(4,133,s34)

170,841

(60,63s)
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486.654 (113,346) less abstraction
due to shortage ln

Water abstraction fee- 600,000

(1e 5U ly

Caterin services

325,947

450,000
(124,0s3)

2A

catering services
withdrawn in
March 2020

Directors expenses
3,s19,874

3,400,000
119,874

4

meetings, conferences &
seminars

2.779,387

2,s00,000
(320,619)

(13

no meetings held
in last quarter due
to covid L9
pandemics

lnsurances

1,230,103

1,760,000
1s29,897)

30)

General office su re5p

2,948,467

3,465,000
(s16,s33)

1s)

Printing of
magazines not
done.

Contracted uards services

1,253,862

1,248,000
5,862

0

Membership and
subscri tons

297,O9t

418,000
(120,90s)

29

Reduced waspa
membership fee as
id depends on
revenues earned

ldues/feesLe
1.034,500

2,500,000
(1,465,500)

(se

Licences and ermits
3,O96,778

2,400,000
696,77 8

29 Wasreb licence

Maintenance expenses-motor
vehicles & cycles

7,773,737 7,178,2531

18) a ndem ic eriod

reduced fuel
consumption
during covid 19

Chemicals & rea ents

4,831,458

4,976,O50
i.L44,592l

(3

Electricity 2,300,000
(3s9,049)

ka ahwe
no pumping at

Staff uniforms
2,957 ,L20

3,455,000
(497,880) financia I

constraints

o ration and maintena nce
t9,432,496

18,305,000
7,1,27,496

6

WASREB I

1,910,825

9,694,167 (80) bud eted
less revenue than

Bank service commission &
charges

178,954

211,000
(32,046)

(1s )

use of internet
banki

Professional services

L,645,246
1,612,500

32,746

2

Sundry expenses and
donations

297 ,674
s10,000

(212,386)

{,42Total expenditure 169,892,553 L74,773,26t (4,880,708)

(3
30,960,322 91,395,766 (60,435,444)

(66)

12

not all budgeted
fixed assets were
procured.

fewer court cases
in the period

9,432,000

1,940,951

(16)

(14)

(7,783,9361

CSR activities
scheduled for the
last quarter not
done due to covid
19 pandemic

Surplus for the period
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Hif:i,r,,"T.:t 
variances is on +/_ l0yo.During the year there was a review of budget due to

RECONcILIATIoN: ITEMs NoT
IN THE BUDGET

Depreciation

l2O,48a,O14l

Provision for bad debts (2,167,784)

Amortization 8,846,165

Finance cost l.734,167)
Gain on disposal of motor
veh icle 607,226

Profit before taxation 17,023,688

CAP NDIT E

Meters and accessories 28,884) 12,699,800

(12,728,6841

(100

depends with
no.of new
connection

Water network to,292,575 18,533,000

(8,240,48s)

i.44)

financial
constraints

Sewer network 697,977 6,000,000

(s,302,089)

88)

Fewer customers
applied for
sewerage
connection

Computers & computer
networkin 7,747,OOO 2,4s0,000

(1,303,000)

s3)
financial
constraints

Furniture & office equ apment 402,500 300,000 34

Need to replace
the broken office
chairs

NRW 1,000,000 100)
flnancial
constraints

pro
50,000,000

(s0,000,000)

(100 pro ect not started

pro
karichiungu-kiharu water

41,276,921

147 ,276 ,9271

100) roject not started

fOTAL t2,stt,o42 13a,199,727 (125,688,685 91)

33

102,500

(1,000,000)

kayahwe-mukuyu water



XVIII. NOTES TO THE FINANCIAL STATEMENTS

1. GENERA L INFO ITMA'tI()N
Murang'a Water and Sanitation Company Lim ited is established by and derives its authorit y andaccountability from Company's Act. It is a limited company by guarantee and licensed by Tanawater services board through service provision agreement signed on 2nd May 2006 and re ed on4th May 20l2.The principal activity of the company is to provide water and sanitation services

vls

within Murang'a town and its environs

The financial statements have been prepared in accordance with the pFM Act the StateCorporations Act and Intemational Financial Reporting Standards (IFRS). The accounting policiesadopted have been consistently apptied to all the years presented.
3. ADOPTION OF NF],W AND RIIVISED STAND ARDS

@E ANP BASIS Or pREpanarrON
The financial statements t,uu" U t for the measurementat re-valued amounts of certain items of property, plant and equipment, marketabre securities andfinancial instruments at fair value, i.pairea u..Lit.i tt"i. estimated recoverable amounts andactuarially determined liabilities at theii present value. The preparation of financial statements inconformity with Intemational Financial iteporting standards (IFRS) allows the use of estimatesand assumptions. It also requires ,,u.ug",,"rr to Jxercise judgmenr in the p.o""r, or u'pprying ,t 

"entity's accounting policies. The areaJinv_olring a hig;;; degree of judgment or comprexity, orwhere assumptions and estimates are significanito tnJnr-"fir ,ut"ir"nir,-*" air"ior"a in No,"4b,4c,4d,41

MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED TO'iJUNN ZOZO

(a) Relevant new standards and amendments to published standards effective for the yearended 30h 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 30s June 2020.

The financial statements have been. prepared and presented in Kenya Shi,ings, which is thefunctional and reporting currency ofthi company.

Amendments to standardsNew and

od
Effective lor annual

IFRS l7 Insurance Contracr I"Jan

34

The directors do not plan to apply any of the above until they become effective.Based on theirassessment ofthe potential impact of application ofthe above, they do not expect that there witt bea 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

2021



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED TO'il TUNT ZOZO

NOTES TO THE FINANCIAL STATEMENTS (continued)

The company adopts the accrual ba^sis of accounling for revenue. Revenue is recognized when it iseamed. Revenue grants comprise of:
(i) Salaries of the seconded staff paid by Murang,a Counry Govemmenr(ii). Amortization of capital grants is iro- Mirang'a 

"lun,y 
go.rr"--ent, Ministry of water &sanitation, Kiharu constituency deveropment fund] Tana water works Development Agency,Water sector Trust Fund and Athi Watei Works Development Agency.(iii) Billings represents the amount eamed from the biliings of water, sewer and meter rent. otherbillings include miscellaneous billings tike water theft penities, ,"u."i1 f"", retocation ormeter.other incomes include water and sewer coffrection fees, unmet"rea water sales und aur"hu.g"..

4. SUMM ARY Ot- SI(;NII.'I(]ANT ACCOUNTING POLICIESa. Ilevcnue Rccosnit l0n

b. Propertv ,Plant and Equipmcnt
Prope(y plant and equipment are stated at historicar cost less accumurated depreciation

c. De reciation lnl
Depreciation and amortizati on is calculated
each asset to its residual value over its estimated

Per Annum

-Buildings

-Motor Vehicles

-Computers and photocopiers

-Pipes

-Equipments and Tools

-Computer software

rrment anda nlortization of Pro lant and UT cntE
on the reducing balance basis to write down the cost of

useful life as follows
RATE
o/"

2.5

25

30

2.5

r 2.5

20
Depreciation and amortization is provided for the fu year inespective or the month of purchasebut nodepreciation charged to *oik, in progress -J in G" y"* of disposal.
Amortization is provided for the intangible assets like computer software.

d. Reserves
Reserves of the company comprise revenue reserves which represents the excess of the incomeover recurrent expenditure.
capital reserves represent net assets capitalized at the formation ofthe company and represent thebook values of those assets.
The water Act 20'16 and the company's Articles of Association prohibit distribution of reserves romembers and reserves are suppoied to be ploughed back to the system in accordance with theWater Act.
G.o.K capital grants rerates to grants from Tana and Athi water works Development Agencies.The grants are treated as deferred income. Amortiil;;; these grants i, 

"ut"ut'ui"J'on 
reducingbalance basis on cost over the life ofthe asset.
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The company and employees contribute to Locar Authority provident Fund (LApF) a sratutorypension scheme, cPF financial services & Barclays sel*lti". services which is a National waterconservation & pipetine corporation staff Superannuation Scheme.
The company also contributes to a statutory defined contribution pension scheme, the NationalSocial 

.Security Fund (NSSF). contributions *" bt il" requiremenrs of local statute and arecunently limited to Ksh.200 per employee p..rnont'h. The company,s contributions to the above
::*.:: are charged to profir or tosi in rhe year to *t i"t they ietate. Grilli;l;;;;ided for at3 l7o of basic salary.

f. Taxation
The company water services are zero rated for V.A.T and the company pays income tax at the rateof 30%o.

MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED SOTH IUIE ZOZO

NOTES TO THE FINANCIAL STATEMENTS (continued)

and cash equivalents include cash on hand and cash at bank. Bank account balances includent held at Equity bank, Family Bank, cooperative Bank and Mpesa at the end of financial

e, Rctirement benefits

Related na rW transactions
Funds received from the govemment are disclosed under note lg.The company is headed by theBoard of directors and corpora te management team. Gratuity expense on corporate managementtcam ls based on 3l%o of the basic salaries. At the end of financial year the related partytransactions were as per note 2t.

i. Cash and Cash Eq uivalcnt
Cash
amou
year.

Tradc and other Pavables

k. Financial risk manapement

l. Allowan ce for cred it risk

The liability for accounts paya^ble and other payables are non-interest bearing and are carried atcost, which is measured at the fair or contractuai value of the consideration ,"'t" p"iJ i, future inrespect of goods and services supplied, whether birted to the company or not, r;;;;; payments
made to suppliers.

h. Inventorv
The company recognizes inventory at the lower ofcost and net realizable value using first in firstout method of inventory valuation.

j

The board of directors is the primary risk supervisor, exercising its role through various boardapproved committees. The company's internal audit section playi a vitar rore *ithin gore-un""processes by keeping the Board and senior management aware of risk and control issues andassessing the effectiveness of risk management. i"po.ting to the Audit and risk managementcommittee of the Board' the section objeciively and independently evaluates rhe e;is;i;g risk andcontrol framework and analyses depanment,s pio""rr". and associated controls.

At the end of financial year the trade debtors amounted to Ksh.70,324,023 and the highestpercentage was owed by the Govemment institutions and the default risk-is assessed as l,o*.
The company provides allowance for credit risk against outstanding specific water and sewerage
debts. 

.During rhe year specific provision ** ,nuJ" amounting to i<sis 2,0la,9zo unJ u g"ne.ut
provision of 10% on net barance of Ksh.6,g30,910 making a total provision ofKsh g,g45,836.

36
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n. Market risk

o. Comrlara tive fisu res
Where
reconfi

q, Taxation

The company had interest bearing financial obtigation as at the end of financial year from Sidianbank and there was no significant currency risk aino foreign transaction ensued during the year.

Total

necessary, comparative figures for the previous financial year have been amended orgured to conform to the required changes in presentation.

p. Significant iudgments and sources of estimation
I ne olrectors are responsible for selecting and disclosure of the company's critical accountingpolicies and estimates and the application olthese policies and estimates.
The company makes estimates and assumption, 

"on"*ing the future. The resulting accountingestimates wilt' by defrnition, seldom equal ihe."tatea actuai.esults. The estimatrand'assumptionsthat have a significant risk of.causing a material adjustment to the carrying amount of assets andliability within the next financial ,"* u...

Judgment is required in determining_the tax liability due to the complexity of legislation. There aremany transactions and calculations for which tax determination is rncertain au?f orjiru.y 
"ou.r"of.business' The company recognizes tax liability io, unti"ipat"o tax audit issues based onestimates of whether additional tax will be due. where the final tax ourcome of these matters isdifferent from amounts that were initially anticipated, sulh difference *irr i.p""t-irr"'income raxin the period in which such determination is madi.

l'.lhecompanytestsannuaIlywhetherth@wereappropriateandin
accordance with its accounting policy. Useful lives and residual values of ppE have beendetermined based on previous eipe.i"n"" ano anticipatea aisposal values *h"n *r"t, *" disposed.

Less than I
month

Between
t-2
months

Between
2-3
months

Over 3

months

At 30 June 2020
Current liabitities(Kshs)

10,398,305 4,8 8s.753 2,425,684

At 30 June 2019
Current Iiabilities (Kshs)

5,810,387 4922/63 9l,324,330 122,839,307
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NOTES TO THE FINANCIAL STATEMENTs(continued)
m. Liquidity risk manaeement
lhe company has various obligations and liabitities as outlined in note 17,t9 and 20 of theaccounts.
Tht .:orrunl^ manages riquidity risk by maintaining banking facitiries rhrough continuousmonitoring of forecast and actual cash flow.

t09,137,243 126,846,98s

20,782,127



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED:O".IUiT ZOZO

NOTES TO THE FINANCTAL STATEMENTS(conrinued)

Retrorlinq currencvs.

There have been no events subsequent ro- the financiar year end with a significant impact on thefinancial statements for the year ended 30s June 2020.

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

t. Su quent cnts

u. Budect information

Itima and h ldin nti

x. Trade and other rcce iva b les

z. Provisi 0ns

aa. Shareholdin

Trade and other receivables are recognised at fair values less allowances for credit risk. These areassessed for impairment on a continuing basis. An estimate is made of doubtful receivables basedon a review ofall outstanding amounts at the year end.

y. Borrowings
Interest bearing loans are initially recorded at fair value being received, net of issue costsassociated with the borrowing.-Loan principal and interest accruiig during tie construction of aproject is capitalised as part of the cost of the project. Interest uc*ring ifter compretion of theproject is recognized as finance cost.

The^brrdget. for- financial year 2019-2020 was approved by the board ol directors on 24th June2020.Both the financial statements and the budgei are prepared on accruar basis. A comparison ofbudget and actr*l amounts, prepared on a comp-arabre 6^L to t" approved budget is presented inthe statement ofcomparison ofbudget and actual amounts.

v. Incorporation
The entity is incorporated in Kenya under the Kenya companies Act and domicired in Kenya.

The entity is a semi-Autonomous Govemment Agency under the Ministry of water andSanitation._lts ultimate parent is Murang,a County GovJmment.
The entity has a wholly owned subsidiary, Fort fieverage lndustries Limited.

Provisions were raised and management determined an estimate based on the informationavailable. Additional disclosure ofthese estimates orprovisions is inclutled in Note l l.
Provisions are measured a1 the managemenl's best estimate ofthe expenditure required to settle theobligation 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 debtorsthat are more than five years old and their accounts are inactire. e, uaaiiionuig"r;i frorision isprovided using a rate of l0 % on the net debtors balance after deducting the ,p"Iirr" p.Jri.ion.

Murang'a water and sanitation company Ltd was incorporated under companies Act cap 4g6 andit'sa company limited by guarantee and hence the company has no share capitar.The company has
a wholly owned subsidiary,Fort Beverage Industries Lrd (nglL).port beverage Industries Ltd made
a loss of Ksh. 8,160,506 for rhe year ended 30,h Jme 2020.
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EXPLANA 't'oItY NOI-ES .I'O'IHE 
ACCOUNTS

l) GoK (;RAN'I'S
Accounting for Govcrnmcnt prtnts

The amount of
have been reco
The following

REVENUE (;RANTS

AMOTIZATION OF CAPITAL GRANTS

SALARIES PAID TO SECONDED STAFFS

TOTAL

2) BII,LIN (;S

WATER

SEWERAGE

METER RENT

OTHER BILLINGS

RE. CONNECTION FEES

TOTAL

-r) OTIIER IN COMES

WATER CONNECTION FEES

SEWER CONNECTION FEES

UNMETERED WATER SALES

SURCHARGES

GAIN ON DISPOSAL

INTEREST RECEIVED

TOTALS

4) CON'I'IN (;IiN1'LIAI}I1' Y REVERSED
The high court of
awarded was Ksh

CTIARGED AMOLINT

ACTUAI- AMOUNTN TO BE PAID
Total

govemment grants comprises bo-tl-t 
^clpi-taland 

recurrent expenditure. The grantsgnized and accounted for as per IAS N0.20.
revenue grants have been recognized in the statement ofcomprehensive income.

2019t2020 20tEt20t9

(Kshs)

9,996,3008,846,1 65

3,390,400

12,236,565

137,350,513

35,709,9s0

8, t 25,950

5,668,655

8,836,100

195,691,168

2,679,578

12,675,878

122,944,37s

36,929,369

33,700

16,705,518

6,079,300

182,692,262

3,200,41 s

100,460

39,596

3,340,47 r

4,970,206

l3l,800

12,000

46,1 50

607,226

1,551

5,768,933

Murang'a had awarded the applicant Ks. 5,410,594 but upon appeal, the amountl,973,838

5,4 t 0,594

(l,973,838)

3,436,756
39
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NOTES TO THE FINANCIAL STATEMENTS (continued)

SALARIES
SALARIES (c.o.K GRANT)
LEAVE ALLOWANCES
NSSF COMPANY CONTRIBUTIONS
PENSION CONTRIBUTION
STAFF GRATUITY
CASUAL WAGES

MILEAGE ALLOWANCES
TOTAL PERSONAL EMOLUMENTS

6) AI)MINI STRATIO N EXPENSES
TRATNING

ADVERTISING
B.O.D EXPENSES

MOTOR VEHICLE EXPENSES
CONSULTANCY/PROFESSIONAL FEES
SUNDRY AND DONATION EXPENSES
INSURANCES

MEMBERSHIP AND SUBSCRIPTIONS
COURIER & POSTAL SERVICES
COMMUNICATION AND INTERNET EXPENSES
LICENCES & PERMITS
CATERING SERVICES

CONTRACTED GUARDS SERVICES
WASREB LEVY
BANK SERVICE COMMISSION & CHARGES
LEGAL FEES

MEETINC COSTS,CONFERENCES & SEMINARS
TRAVEL COST
INCREASE FOR CREDIT RISK
SUBSISTENCE ALLOWANCES
AUDIT FEES

TOTAL

2019t2020
Kshs

2018/2019
Ksh

8s,600,038
3,390,400

2,963,841

271,200

3,713,359

3,793,370

495,180

100,227,388

l,348,853

2,3'.12,753

3,s19,874

7,713,737

I,050,746

297,614

l ,230,103

297,09t
36,790

2,535,503

3,096,778

325,941

1,253,862

I ,91 0,825

178,954

1,034,500

2,t79,38t
489,36s

2,167,184

8,892,383

594,500

42,526,743

80,834,357
2,679,578

2,353,097

265,200

2,629,449

3,452,424

728,185

22,500

92,964,790

602,937

2,012,790

3,145,682

9,244,421

684,400

254,930

I ,l 58,421

406,565

40,639

2,098,0s8

493,000

449,903

1,324,667

1,682,271

186,208

1,823,400

2,444,635

328,280

I , I 14,408

1,956,796

7t2,500
34,r64,91I

40
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NOTES TO THE FINANCIAL STATEMENT (continued)

7) I'ttot)tl C-IION & MAINTTiN ANCE EXPIiNSES
ELECTRICITY

OPERATING AND MAINTENANCE COST
CHEMICALS

WATER ABSTRACTION FEE.WARMA
TOTAL

It) (;t,tNltRAL OFFICE EXPENSES
STAFF UNIFORMS
GENERAL OFFICE SUPPLIES
NEWSPAPERS, MAGAZINES & PERIODICALS
TOTAL

2019t2020
Kshs

I ,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

2t,469,t07
4,960,363

484,631

30,086,633

971,482

4,000,158

l 16,700

s,088340

4l
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4)motor
vehicles &
Cycles
( Kshs)

cosTs

Cost as ar I " July 2018
Additions during the
year

Total Cost As Ar
3o'h JUNE 20l9

Cost as at l" July 20l9
Additions duing the
year
Disposal of motor
vehicle
Total Cost As At 30'b
JUNE 2O2O

2)pipes
l)Buildings &Iittings

( Kshs) ( Kshs)

31,194,17E 88,663,656

3)EQUIPMENTS
( Kshs)

238,774,196

s,s.7 6,6 t t

5)computers
&com puter
networking
( Kshs)

8,33,r,734

5,37 r,585

544,845

l,692,8r3

1,271,304

't,317,294 6,62't,7 31

1,317,291 1,181,"t34

1,147,000

8,85 1,45 I 560,000

37,194,178 97,515,107 244,350,807 7,317,294 7,187,134 394,195,1l9

TOTALS
( Kshs)

379,201,0s1

t4,988,062

144,341,790

24r,7 49 363

249,8s3J30

37,794,17E

31,194,t7E

97,515,107

E,365,789

244J50,E07

2,998,253

r 0s,880.896 241)49,060

DEPRECIATION

As at l" July 2018

charge for the year
Accumulated
depreciatioo As al l.t
July 2019
Accumulated
depreciation on
disposed motor
vehicle

Charge for the year
Total Accumulated
Depreciatioo As At
30'h J une 2020

5,659,887 9,296,488

803,357 2,414,6t0

6,463,244 I l,7t1,09E

4,835,930

823,956

31J30,934

J2,134,291

94,169,798

EE,2 r 8,619

I l't ,290,07 5 6,17E,9t0 5,9r6,430

99,138,s42

18,15t,533

(4,23 l,000)

3,116,294

5,789,450

389,461

(4,068,226)

25 t,402

154,207

I,t 68,3E4

16,257,3'13 725,49 |

t33,54'1,448 2,362,087 6,64t,92t 160,725,798

NEl' ()oK
VALUE:

As ar 30th .IUNE 2020

As aa 30'{t JUNE 2019

-class 3 Equipment comprises of meters and meter accessories, office and lab equipments,
fumitur.e and fittings ,water pumps, air valves ,sruice varves, filter media, sewer and water
networks .
-The. company's buildings lies on govemment land but its yet to be transferred by Tana water
Works Development Agency to County Govemment Of lrriuranga .
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NOTES TO THE FINANCIAL STATEMENT (continued)

9) PROPERTY PLANT & EOUIpMENTS (KSHs)

394,195,1t 9

12,5t I,042

(4,23 I,000)

402,47 5,161

122,169,919

22,t71,81I

(4,068,226)

20,452,234

'l,034,4'12

2,262,0t6

I13,801,612

121,060,732
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NOTES TO THE FINANCIAL STATEMENTS(continued)

l0) IN'TAN IIi ASS TS h
COS't:

Cost as at I '' July 20 I 8

Additions during the year

Total cost as at 30th June 2019

Cost as at l'' July 2019

Additions during the year

Total cost as at 30th June 2020

AMOITT ISA'I' ION:

As at ['r July 2018

Charge for the year

Total accumulated amortization as at 30rh June 2019

As at I'r July 2019

Charge for the year

Total accumulated amortization as at 30rh June 2020

NEl'B()() K VALUE:

As at 30rh June 2020

As at 30th June 2019

350,000

350,000

3s0,000

3s0,000

126,000

44,800

t 70,800

r70,800

35,840

206,640

143,360

179,200
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2019t2020
( Kshs)

Trade Receivables

Less provision for doubtful debts

TOTAL TRADE RECEIVABLES

Other receivables

Prepayment and deposits

Prepaid finance cost

NET BOOK VALUE

l2A) (IASII& CASII EOU IVALENT
The make-up of bank balances and short term deposits is as follows

Account number

0220290765689

0600001 5543

0l141573530000

0220t929'1ss87

0220378649400

898600

70,124,023

(8,84s,836)

61,478,,181

43,826,562

3,884,021

109,188,776

704,776

26,60f
47 ,7 t4

779.,093

132,t63
132,r63

r 23,385

324,029

441,414
1Js8,670

47,833
47,833

2018t2019
( Kshs)

56,I 80,651

(6,678,6s2)

49,501,999

37,016,988

939,s24

26,84s

87,48s3s6

136,280

3,669
139,,949

29,467

29,461

300,000

300,000

2s3,612

s,089
258,701

728,117

I ,l 12,43 I

43,860
1,156,291

Financial institution
Current accounts

Equity bank
Family bank
Cooperative bank

Sub- total

ii) Deposit account
Equity bank

Sub- total

iii) Fixed deposit account
Equity bank

Sub- total
Others

iv) M-PESA

v) Cash at hand

Sub- total
GRAND TOTAL

I2B)CASH AND CASH EQUIVALENT
(ovER"DRAFT)

Current accounts
Equity bank

Sidian bank
TOTAL
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ll) RECEMBLES

0220290765689

01012020003971

l.
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NOTES TO THE FINANCIAL STATEMENTS (continued) 2019t2020
Kshs

2018/2019
Kshs

l1) INVES't ivl ENT IN SUBSIDIAITY

Brought forward

Buildings

Computer

Furniture

Equipment

Carried forward

ls) CAPITAL RESERVES
, Brought forward

Carried forward

Interest payable b/f
Interest additions in the year
Interest paid during the year
Interest payable c/f

20,488,369
20,488,369

20,488,369 20,488,369

2,713,332

1,088,286

2,237,290

4,098,673

415,706

10,553,297

33,275,181

33,275,1 8 I

1,877 ,025

913,790

736,843

3,507,s99

320,842

7,356,099

33,275,1 8 I

33,275,1 8 I

r 7) LO,{N INTEREST ANp pRJNCrp.4,L p.A,y.{BLE
During rhe vear. rhe comDanv hrd6"rrG"d;gl;ffibearing financial obrigation from sidianbank for Muchungucha water pro;ect .

103,490,750

17,023,688

120,514,438

(26,841)
'734,767

(6s 1,800)

56,123

87,1 19,48s

t6,37 |,265
103,490,750

(26,841)

t,252,817

(1,252,8t7)

(26,841)

,15

13) INVENTORY

Tools and Fittings

Chemicals

Pipes

Water Meters and Valves

Stationery and cleaning materials

TOTAL

I6) REVENUE RESERVES
Brought forward

Current period

Carried forward
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NOTES TO THE FINANCTAL STATEMENTS (conrinued)

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

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

l8) DT]FE IIRED INCOMI'
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 I yr
Total Deferred Income c/f

le) l) AND O R PAYAI] ES

Customers Prepayments

Suppliers creditors

Other creditors

Provision for audit lees

Accrued bills

Customer deposits

Gratuity payable

Withholding tax-V.A.I'

Withholding TAX-lncome rax

Legal fees payable

TOTALS

2019t2020

Ksh.

6,907,611

(3,250,410)

3,657,201

3,65't,201

3,657,20 t

I l1,643,552

(8,846,16s)

102,797,386

7,089,440

95,707,947

102,797,397

2.033,646

29,t64,141

4,692,480

r ,53 1,250

57,538,816

24,619,778

87 |,t47

t50,622

2t,741

2018/2019

Ksh.

10,337,443

(3,429,832)

6,907,6r I

3,947,882

2,959,729

6,907,611

l I 8,774,01 8

(9,996,300)

2,194,333

671,s00

I I1,643,552

9,638,071

109,t35,947

118,774,019

2,011,527

20,665,677

3,975,453

I ,1 87,500

5s,228,263

21,073,5'71

844,093

147,t24

1,973,838

107,107,046
46
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NOTES TO THE FINANCIAL STATEMENTS (continued
20) TAX PAYAI}I,F:,

Tax Payable Balance B/F
Charge lor the year

TAX PAYABLE

2019t2020

Ksh.

2,510,040

2018/2019

Ksh.

2,5 10,040

2l) RELATED PARTY DISCLOSURES
The lollowing are

(a) Ministry o
the related parties ofthe company
f Water and Sanitation

(b) County Govemment of Murang'a
(c) Tana Water Works Development Agency.
(d) Key Managemenr
(e) Board of directors
(f) Fort beverage Industries Ltd
(g) Athi Warer Works Development Agency.

EXPENSES INCURRED ON I}F:,IIALF
OF RE I,ATEI) PARTIES

B.O.D expenses
Management salaries and leave allowances
Management gratuity
Total

2019t2020
Kshs
3,5 t9,874

l 4,091 ,009
3,793,370

21,434,253

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

22) CAPITA L COM MITM ENTS

The following capital commitments are expected to be inourred in the year 2org/2020

NO
Kshs

I Meters and accessories
10,944,400

2 Water network l5,l10,000
3 Sewerage network

6,000,000
4 Motor vehicle & cycles

3,531,000
5 Computer and computer networkin 1,850,000
6 Fumiture and offrce equipments

7 Non R II Llc mana entCN t d Ci Ilan q Ll I pII cn t S 1,000,000
Karichi ungu-Kiharu raw water project 89,645,989

128,381,389

DETATLS

TOTAL

41

2,510,040 2,510,040

2018t20t9
Kshs

3,145,682
12,808,250
3,452,424

19,406,356

300,000

IS

8
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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 30rh June 2020

XlX. APPENDTX 2: INTER-ENTITY TRANSFERS

PARTIES CASE/DISPUTE CLAIM
Unibee Constru
& Muranga Wa

ction Company
ter &

Sanitation Co

Termination of contr-acl Ksh. 12,000,000

ENTITY NAME: NI URAN(; A wA ET ANR SD AN IT TA oI N C()MPANYof t trI) I oun sh
I Governmentfc froranT s r nl uM nra a C uo n

Revenue grant Salaries to seconded
staffs 3 390,400 FY 2019/2020

2 Funds transfers

Transfer of funds
from Muwasco to its
subsidi FBIL 175,0005 FY 2019/2020
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June 2020Not resolvedExistence and

completeness of
the customer
deposits balance of
Ksh.21,073,571 in
the financial
statements could
not be confirmed

The difference of the customer deposits represents the amount which have been invested
by the company for water extensions after board approval. Through investment of the

funds the company has been able to extend water services to more consumers thus more
coverage and this has contributed to increased revenue to the company. A float is

maintained to ensure that customers who terminates contracts get their deposits refunds.

June 2020Managing
director

Resolved.
(The working
capital in the
current year
is positive)

) The company's
Current liabilities
exceeded current
assets resulting to
a negative working
capital

The company has been operating with non cost recovery tariffs for a long period which
affected the liquidity of the company making it dependent on Government subsidies for
its operations and supplier credits. Efforts were made to ensure that the company has cost

recovery tariffs which were approved by the Water Services Regulatory Board and

gazetted on 23rd May 2014; however the tariffs were not implemented immediately due

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 Govemment 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

onal even in the foreseeable future.o

June 2020
Managing
director

Not resolved) Non compliance
with the Water
Services
Re ulato Board

49

XX. APPENDIX 3: PROGRESS ON FOLLOWUP OF AUDITORS RECOMMENDATIONS

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

financial statements for the year ended 30'h June 2019

No. Iss u e/obse rva tio n

s from auditor
Management comments Focal

point
pers on

Sta tu s Timcframe

I Managing
director

The operations of the company were not optimal during the year ended June 20l9.The
cost recovery tariffs were lowered and hence the company had to cut down expenditures
and hence the total expenditure were less as compared to the previous year. As
management we are following up with the regulator lo gazeite the cost recovery tariff



I FINANCIAL STATEMf,NTS FOR THE YEAR ENDED 3OTH JUNE 2O2O

regulations on
ersonnel costs

which will increase our revenue enabli
sector set benchmark

ng us to operate optimally and comply with the

Long outstanding
lease fees owed to
Tana Water
Services Board

The outstanding fees have accumulated as
recovery tariffs which aflected the liquidity o
balance ofcunent liabilities the company had

a result of non implementation of cost
f the company. It's worth noting that in the
accrued bills of Ksh 49.7 Million owed to

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
capilal investment on behalf of rwSB valued at Ksh 56.g Millions, the management is
pursuing the same to be converted to equity capital.
The current water Act 2016, section l3l (l ) 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
payment of loans for development ofthose assets.

Managing
director

Not resolved

xxl' APPENDIX 4: RECORDING oF TRANSFERS FROM orHER GOVERNMENT ENTITIES

June 2020

Where Recorded/recognizedName of the
Donor
Transferring the
fu nds

Date
received as

per bank
statement o ment/Othcrs

Natu re:
Recurrent/Devel Total Amount -

KES

Statement of
Financial

Performance
Deferred

Income Reccivables

Total
Tra nsfers

during the
Yearbes ccific

Others - must

Vitens Evides
24/07/2019 Develo ment t98,248.45 198,248.45 t98,248.45Vitens Evides
l4/08/2019

Development
1,33 l 613.20 33t,613.20 331,6t3.20

Vitens Evides
t6n0t20t9

Development
r.082 940.45 082,940.45 082,940.45

Vitens Evides
08/0U2020

Development
546,7s0 s46,750 546,7s0

Total
159,552.10 l 159,552.10 3,159,552.10

4.

Capital
Fund

I I

I l
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