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1.0 ItN]'I'I'Y I N I.'OIT MA'I'ION ANI) CONI.'I ITM A'TION

(a) nd information

Coast Water Serviccs Iloard is a corporate body cstablished under the Provisions ol
Watcr Act2002 of thc laws of Kenya and it is domicilcd in Kenya.

(b) incipal Activitics

principal activity of the Board is to ensure efficient, efl'ective and sustainable provision
quality and aflordablc watcr services (dcfined to include sewerage) in its area of

iction - Mombasa County, Kilifi County Lamu, Kwale,'l'aita Taveta and Tana Iliver
ountv

e kcy rcsponsibilitics olCoast Watcr Scrviccs l]oard thcrefore include

C)wnership and holding of watcr and scwerage asscts/infrastructurc on behalf of thc

National (iovernment.

Planning, devclopment and cxpansion ol'water and sewerage infrastructure on

bchalf of thc NationalGovcrnment.
Assisting the County Governments within its jurisdiction, during the transition
pcriod, in contracting out watcr and scwerage services provision to Water Services

Providcrs (WSI,s) and in thc monitoring oIwater and scwerage serviccs provision.

(c) Key Managemcnt

the entity ls day-to-day management is under the following key organs

- Chiel- Exccutivc Officer
I Iead ol''l'echnical Scrviccs
I lcad of Corporatc Scrviccs
I lead of I"inancc

(d) duciary M:rnagemcnt

key managcment personncl who hcld officc during the financial year ended 30th June,

l8 and who had dircct fiduciary rcsponsibility wcrc

Chief Exccutive Officer
I Iead of 'l'cchnical Services

I Iead of Corporatc Scrviccs
I lead of lrinancc

j

i)

ii)

iii
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(c) ry Ovcrsight Arrangcmcnls

ultirnatc oversight authority of Coast Water Scrvices Board is cxercised by the Lloard

through thc I"ull l]oard. 'l'o ensure that good corporate governance is enhanced

power is properly exercised in the stewardship of the corporation's totalpo(folio
and rcsourccs to maintain stakcholder valuc. the l]oard of [)irectors has

thrcc committees:

I Iuman l{csourcc Committcc
Audit, Itisk and (iovernance Committee
'lcchnical, Planning and [)evclopment Committee

flcadquarters

Water Serviccs []oard
Strcct

Iload
tlox 9041 7-tl0 100

Contacts
04t-2315230

:041-2316471
in[o@cwsb.go.ke

(h) Ilankcrs

Ilank
Squarc

. tlox 90254. 80100

Ilank
Road
[]ox

lidatcd llank of Kcnya
I(oad

[]ox

(e)

4
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Auditors

- Gcncral
'l'owcrs

Ilox 30084-00100

Legal Advisor

- Gcneral
Law Olficc

Avenuc
Box 401 l2

Square 00200

(i)
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1 THE BOARD OF DIRECTORS

Profile{ame of DIRECTOR Position

Master's in Business Administration
BA degree in Political Science & Public
Administration
Diploma in Management of NGO's

National Vice Chairperson of
Maendeleo ya Wanawake
Organisation
Executive Director at Advocacy for
women in peace & security -

Africa

n1rs. Sureya Roble
). O. Box 95614-80100
\,TOMBASA

Actino
Chairperson

Bachelor's degree in International
Studies & Diplomary
Diploma in Clearing, Warehousing &
Practical Freight Forwarding
Diploma in Hotel and Catering
Management

Member of Kenya Institute of
Manaqement

vlr .Gharib S. Gharib.
). O. Box 97-80500
lAMU

Member

Masters in Business Administration
(MBA)
Bachelor of Commerce, Accounting
Major
CPA Part 1, Section 1

Founder member & Treasurer of
Kenya Hospices Palliative Care
Association

Member

6

J)

Faustin M. Mghendi
P.O Box 204-80300
vor
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Member Masters in Statistics (ongoing)
BSc. Mathematics & Computer
Science

I

t

!

I

r
I

4s. Mary Chiriba
).O. Box 275-80108
(ILIFI

Member Bachelor of Medicine

Certificate in Public Health
Administration

Bachelor of Surgery

)r. Mathias Kai
).O. Box 296-80200
I4ALINDI

Member Doctor of Medicine (M.D) degree
Certificate in Community Lead Total
Sanitation

Certificate in Integrated Disease

Surveillance & Response

Certificate in Malaria in Pregnancy
Pursuing Environmental ImPact
Assessment Audit

Dr. Fatma Mohamed Haji
P.O. Box B

MSAMBWENI

r: 11' I{_

MemberDaniel M Kihara
Ministry of Water and
Sanitation
P.O. Box 49720
NAIROBI
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ncipal Secretary,
NationalTreasury

s. Alice Nyariki

O. Box 30007

of The

Member Masters In Risk Management

Bachelor of Arts (Sociology)

. Jacob K, Torutt
ef Executive Officer

O. Box 90417

Member Master's In Business Administration
Bachelor of Commerce
Certified Public Accountant (K)
Diploma Corporate Governance

8
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KI,IY MANA(; Il M M'l''I'I,lAM

Namr of the Staff Responsibility

Mr. Jz cob'l'orutt
Chicf Exccutive Officcr

Mr. N lartin'I'surna '[echnical Manager

Ms. I- arriet Ngeera Irinance Managcr

Mr. S imon Charoh I Iuman Resource Manager

Mr. A lex Masake Company Secretary

Ms. Ir Corporate Manageratma Gakuria

9
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I.3 S'TA'I'F]MI.IN'I' I}Y'I'III CIIAIIIMAN

I am delighted to report the Corporations perlormancc during the financial year and share the
achievem,ints we have made and initiatives we have put in place to achieve our mandate.
'l'hc Board posted an impressive perlormance in our business as a rcsult of continued focus on key
arcas of our stratcgy: Infrastructure Developmcnt, Resource Mobilization, Stakeholder
Managemrcnt. (iovcrnance and institutional capacity with a view to building a resilient and
sustainablle business. Coast Watcr Services Iloard experienced unprecedented catastrophe at
Ilaricho which slowcd down its operations lor onc month whose impact was felt in both Countics
olKilifi and Malindi. Ilowcver with an ablc'l'echnical dcpartment and thc support l'rom both the
National {nd County Govcrnments thc entity was ablc to rcvivc five of the eight boreholcs that had
becn destfoycd by the floods.

C)n l2'r' Depembcr 20 17, His Excellcncy President Uhuru Kcnyatta announced his new plan, the 'llig Four',
which will guide the devclopmcnt agenda of the country in the period 2018-2022.11focuses on key basic
necds that are critical in uptifting the standard of living of Kenyans on the path to becoming an upper
rniddle-incorne country by 2030. Prioritizcd is aflordablc and deccnt housing, affordable healthcarc, food
and nutritional security, and employment creation through manufacturing.
'l'lrcse fourl arcas are expected to bolster strong inclusive economic growlh.

Water Sector Review

'[hc Gov0rnment increased the devclopmcnt cxpcnditure budget of water and rclated services lor
thc Ministryof Watcrand Sanitation from Kshs.22.6 llillion in 201612017 to Kshs.48.7 Billion in
2017/2018 financial year. Coast Water Services Board reccived Kshs.664Million l'rom the
Governmpnt exchcqucr whilc Devclopment partncrs (notably the World llank) contribuled
Kshs.l.TBillion. Thc Ministry has its own task of rnaking sure it realigns its development activities
to thcse Llig lrour.

10

Coast W{ter Serviccs I}oard produccd 4lMillion Cubic metrcs of water during the year.'l'his was

a 7Yo decrcase in volumc compared to 201612017 production. This was as a result of rampant
disconncctions ol Power at llaricho and 'l'iwi borcholcs by KI'I,C. Irurther the catastrophe of April
2018 whifh saw all boreholcs at tlaricho rcndcred un operational lor one month contributed to this
situation.

Kcy Regfrlatory Highlights
I

'l'hc regufatory cnvironmcnt rcmains an arca of significance to our operations. The Government
cnacted the Watcr Act 2016 with a focus on improving water storage, strengthening regulation,
crcating yiable water utilities and improving sector planning. Under the Act, sector coordination
bctween [he National Govcrnmcnt and the County Governments under devolved water services
provision will be enhanccd. Irurther, the mandates of the eight Water Services lJoards have been

rcvised and oncc opcrationalized thcsc institutions will pcrforrn slightly different roles from the

casc now.
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Pcrformancc

'l'hc present water production lrom all the sourccs is approximatcly 160,000m3/d up from
96.000m3/d in 2005 when thc Board sta(cd opcrating.l'his represents6TYo increasc in production.
'l'hc increase in production has bccrr achievcd through thc support of thc Ministry of Water &
Sanitation (MWS), thc World Ilank (WI)), Frcnch l)evelopment Agcncy (AfD) who have
continued to provide l'unding to rehabilitate and dcvelop ncw sourccs. ln addition, pro-poor
strategies havc bcen implcmcntcd through lunds lrom WS'I'F, SII)A/DANIDA and IJNICEIT.

'l'he Board posted a slightly lower perlbrmance this year compared to last years. 'l'his was attributcd
to the in0erruption of watcr production at Baricho due to flooding which took place in April 2018
that rendercd all boreholcs inoperational. l'he daily water production from the eight operational
wclls of 90,000 m3 was intcrrupted for onc full month before five of the boreholes wcre
rchabilitAted and made opcrational now producing 65,000m3 daily. The current bulk water
productign has gone down by 7%o.'lhis led thc lloard rccord a 29o/o dip in rcvcnuc carned flrom
bulk watpr salcs of Kshs.656M lrom Kshs.9l9 M last financialyear of 2017.

Corporatc Oovcrnance:

'l'he Board's corporatc govcrnancc structurc and practiccs are in line with the guidelines issued by
thc Ministry of Water and Sanitation (MWS) and also the State Corporations Act. CWSB has

clcvcn directors, including the Chief E,xecutive Officer (CEO). The IloD is headed by a non-
cxccutive Chairrnan. 'l'hc l]oard ol' Directors is rcsponsible lor policy fonnulation, gcneral
dircctiorl, coordination and overall management of thc Iloard's operations. All the membcrs olthe
Iloard have committed themselves to observing ethical behavior and practices in all the Board's
business. In addition, all thc membcrs ol'thc Board havc undergone thc corporate governance
coursc. $omc board mcmbers resigned in March last financial year to vcnture into electivc politics
and theii posts were not filled. Ily the Close of this financial year the number of directors was five.
'l'he Board has constitutcd appropriate lJoard committees namely, the I-lR and Administration
Committce, Irinancc and 'l'cchnical Committce, the Audit and Risk Committee. All the Board
rncetingp are scheduled and arc hcld on quarterly basis. Ad hoc board mectings are also held
whenevri:r necessary. 'l'hc minutcs ol'the [loard arc prcpared by thc Corporation Secretary.

Stakehdldcr Managcmcnt

Coast Watcr Scrviccs Board has various typcs of stakcholders who perform diflcrcnt roles
complirnentary to it. Somc of thesc arc: the various water institutions like WASRIIB, WARMA,
Watcr tfrppeals [Joard, Water Scrviccs Providcrs, Watcr Scrviccs Trust Fund,'l'he hospitality
Industry playcrs, etc. [)uring thc ycar, the I]oard cngagcd thcm in the Water Distribution Mastcr
Plan, The 'l'aril'f Rcview and thc Ncw llulk Watcr Company.

1l_
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Board of Directors, I express my sincere gratitude to all those who have supported
I wish to thank our Government and development Partners for their continued

ing the Parastatal.

Appreciation

DIRECTOII.
Kihara
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I.4 SI.A.I.E,ME,N'I' I}Y .[IIF] CIIIEF- I.]XI]CU'I.IVF], OII.I..ICI]IT

Ilxccution of our mandatc
Coast Watcr Scrvices Board's mandatc is implcmentcd principally through the Bulk Watcr Supply
unit whioh produces watcr for salc to the Water Services Providers namely Mombasa, Kilifi-
Mariakani, Malindi, Kwale and'favcvo Water Companies.

'l'hc llulk [Jnit (cstablishcd undcr thc tcchnical dcpartmcnt) is responsible lor the opcration and

maintenancc of the bulk systcrn which cornprises olBaricho, Marcre,'fiwi and Mzirna schemes.

Currently thc llulk LJnit is scmi-autonomous with olfices at Mazeras and hcaded by acting
Managing Director. All thc support in tcrrns olrecurrent cxpenditure is from CWSB.

'l'hc Operation and Maintcnance (O & M) of the Bulk Water Supply System involves patrolling of
thc systcm's pipclincs, attcnding to lcaks and bursts, servicing and repair ol'elcctrical installations,
bulk mcter rcading and bulk watcr billing, scrvicing and rcpair of bulk water metcrs. In unde(aking
thcse activitics, IIWSLJ is ablc to scrvc thc WS['s and CBOs clfectively.

'l'hc existing major water supply schcmcs undcr CWSB are summarized in below.The Table also

compares the total production bctwccn 2005 and 2017 showing the effect of the rehabilitation and

improvcfncnt works that have bcen undcrtaken by CWSB since its establishment in 2004. Other

small schernes likc Mkanda [)am, 'l'avcta Lurni supply, Nyalani water supply, community
boreholes and wclls also cxist.

'l'he Bulk Water Supply System consists of four schemcs:-
a) Marere ll/ater Supply pipeline, a 40km gravity system, was constructed in 1923. The water

sourcc is the Marerc springs and the scheme supplics bulk water to two main WSPs namely;

Kwnwnsco and MowASCo.
b) Mzima Walenuorks and pipeline including main storage and distribution tanks at Mazeras.

This was constructcd in 1953 and is a220km gravity systcm.'l'his scheme supplies bulk
watcr to four main WSPs namely; TAVEVO, KWAWASCO, KIMAWASCO and

MOWN SCO.
c) Tiwiwellfield was devclopcd in thc 1970's.'['his scheme supplies bulk water to two main

WS['s narnely; KWnWASCO and MOWASCO.
d) \aricho llater l4/orks ctnd pipeline, a 104km pumping system was constructed in 1980

with Sabaki River as thc source, and in 1990 Sabaki well field was developed. 'l'his scheme

supplies bulk watcr to thrcc main WSPs namely; MAWASCO, KIMAWASCO and

MOWASCO
'l'able: Current Water Sources and Produotion

Bulk Water Source Water Production 2017 Water Production 2018

Mzima nngs
Marcrc Spfilgt
Baricho Wellficld

p1-r

2,397,076.00
14.69t,950.00
2,936,9113.28

MJ
5 10,920.00

r4,720,000.00
5,806,852.00

'fiwi l]orcholes 23,424,555.00 17,489,584.25

13
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(iovcrn
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dis

[)uc to lcvcls of Non-ltevenue Water (NRW), the amount of water reaching the consumer is
ly lower than thc production figures. 'fhe estimated values for NIIW for CWSB bulk
ly arc:

'fhis NR level is too high compared to global standard l'or bulk water supply non-revenue water

which al 5%o. Ilfforts havc bccn made by CWSB to tacklc this menace by procuring a

who is handling this and lor all thc WSPs within Coast Region. It is expccted that the

drawn from this exercise will go a long way in reducing the NRW

collection

Coast r Scrviccs lJoard has had challcngcs with collection of its revcnuc that cmanates from

thc bills d and delivercd 1o thc WS['s. ]'hcre has becn a rcluctance by thesc WSPs to pay

in lull ir bills. For a very long timc thc el'ficicncy lcvcl has becn way below the standard set by

w of 90o/o and abovc. El'forts to involve thc Counties have yielded minimal results.

the trends that reflect the dilemma CWSII is in.

t funded Projccts

Mitigation
Watcr urity can bc worscncd by drought. Morc pcople arc affected by drought than any othcr

d isaster In 201 6,411rnillion pcople worldwide wcre al'fected by disastcrs and 94% ol'those

\vcrc ght allcctcd. In Kenya [)rought aflccts almost 40%o of the population and area.'l'he

COAST WATE,II SEITVICES I}OARI)
I, RI.],POR'I' AND I.'INANCIAI, S'I'A1'I,]MI.]N1'S ['OR 1'III] YI]AR T]NDIiD 30]II.ITJNI' 20I8

cnt has percnnially fundcd drought rnitigation projccts countrywide to the tune of Kshs.6

is financial ycar it disburscd Kshs.50 Billion to tacklc. Coast region saw the

nt of Kshs.90M for this cxcrcisc that saw all thc fivc counties affected by drought

40,527,356.00'l'otals 43,450,564.28

n4rx4r
40,527,356.00I)ro< uction 43,450,564.28
35,056,960.00rlill ng 39, 161,780.00

5,470,396.00NRI V 4,288,784.28
13%% t0%

88%715,296,860.00 627,900,869.692017- 2018

59%540,604,224.002016-2017 919,687,205.00
7702015-2016 880,163,226.00 679,797,37 5.00
73%845,834,{l10.00 613,562,151.492014 2015
82%837,150,767.00 687,479,470.102013-2014

bcncfit.

1_4

t

Water Production 2017 Water Production 2018

Billed (Excl. Lease
fees)Kshs

Collected (Kshs) Collection
Efficiencv (7o)
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Fund Projccts
'l'hc Constitution 2010 created this fund to narrow the gap bctween counties that are known

to have ic and social development levels way above the others. The national government

uscs this ualization Fund only to provide basic services including water, roads, health lacilities
and ity to marginalized areas to the extent necessary to bring the quality of those services

in those to the lcvcl generally enjoyed by the rest of the nation, so far as possible.

During yearundcrrcvicwCoastwatcrScrvicesBoardwasallocatcdKshs.l,833,000,000 as

follows:

Priority ccts

I)onor Projccts

'l 
<r to the immediate water and sanitation challenges, CWSB is currently unde(aking the

Watcr
is joint

Sanitation Scrvices Improvement Projcct * Additional Financing (WaSSIP-AIr) which

financed by thc WI] and GoK.'l'hrough this projcct, an additional22,000n3ld is expected

to be from the Baricho wellfietd by drilling 3No additional boreholes. Furthermore, the

scparatl olMornbasa and Kilifi transmission pipclines will ensurc increased flows to Mombasa.

I{chabi ion of network reticulation in Mombasa together with improvement of supply to

Mom and Malindi inlbrmal setllemcnts arc also being undcrtakcn. Other key projects under

WaSS I: include Wastc Watcr Master Plan, Watcr Distribution Master Plan and Drought

Mcasurcs lor CWSI] and NWSI] rcgions. 'l'hc projcct also ollers institutional support

ln ol'capacity building and tcchnical assistancc lor design and supcrvision o['works.

to the ongoing immediate mcasures under WaSSIP-AF, thc Board has engagcd the World

Ilank the proposed Water and Sanitation Development Project (WSDP) to finance activities

bring immediate impact in tcrms of water and sanitation service provision. The allocation

15

A

Flq

M

225,000,000I,i tmu
654,000,000'l'r rna I{iver
448,000,000K ilifl
340,000,000K walc
r66,000,000't' rita'l'avcta

I,833,000,000't' ()'I'AI,

10,000,000.T
ana River

40,000,000K ilifi
K walc 20,000,000
.I aita'laveta 30,000,000
i\ Iombasa 10,000,000
.I O'I'AI, I 10,000,000

that

Amount (Kshs)CounW

Amount (Kshs)
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for CWSB under the WSI)P is USD 40 million to be used to improve Bulk Water Services. The

WSDP project will also support Countics, WSPs, MWI and WASREB.l'he African Development
Ilank (AfDB) is also supporting CWSB under the Small l'owns Water Supply and Sanitation

Programfne - Phase II currently undcr prcparation.'l'he targeted projects under the AfDB
programrne are thc rehabilitation of thc 2,500m3lday Pemba Dam and the rehabilitation of
Changamwc I{cpooling sccondary scwcr network.

'l'hcre afc challcngcs lacing thc imptemcntation of thesc projects.'['hcrc have been delays due to
slow pace of some of thc contractors, disburscment of moncy I'rom 'l'reasury, Resettlement and

approval of IISIA rcports by NIIMA. Ovcrall the WaSSIP-AF projects arc coming to an end with
Ilaricho l-ot 3 expectcd to close in December2019.

Working with Stakeholdcrs

Stakeholders play an important rolc in our ability to deliver on our strategy and meet our customcr

cxpectations. Wc continuc to cngagc with thcm, and are committcd to dcvcloping and maintaining

hcalthy rclationships. 'l'hcsc arc Ministry of llnvironment, Watcr and Natural llesourccs,

WASRIII], WS'I'F, Wn I], WItMA, WSPs', County Govcrnments, Political l-eaders, Development

Partndrs, Irinancial Institutions, Water consumcrs/gencral public, The Media, Board of Directors,

CWSE Staffetc. Atl thcse havc diflercnt expectations that thc Board tries to meet through its

mandatc.

Apprlcciation

In conclusion, I thank the Govcrnment o1'Kenya for its confidence in our ability to execute our

strategy to ensurc efficient and cconomical provision ol'water and sewerage services within our

area of jurisdiction, thc cmployecs for thcir commitment and dcdication in delivering on our

mandate and our dcvelopment paflners who have continued to support our expansion of water

infrastructurc.

.I b 'orutt
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1.5 C O RPO IIA'T F] G OV T] ITNANC I' S'I'A'I' E,M I.] N't

I ntroduclion

'l'hc lloafd is committcd to maximizing busincss perl'ormancc, generating appropriate levels ol
stakeholder's value and financial rcturns, and sustaining thc growth and success o[Coast Water

Scrvices l]oard (CWSB). In conducting business in accordance with these objectives, the Board

sccks to ensure that CWSI] is propcrly managed to protcct and enhance stakeholder interests, and

that CWSB, its dircctors, ol'ficers and employees operate in an appropriate environment of
I

corporato governance.

'l'he Bo4rd has in placc a framework for govcrning CWSB which includes adopting internal
controls, risk management processcs and corporate governance policies and practices, designed to

promote responsible management and ethical conduct.

llssential to the establishment ol'a good govcrnancc framework is forrnal governance structurcs

dcsigneril to ensurc accuratc reporting to the Board to facilitate an infonned dccision making
process assessment and continuing conflormity.

Ilffective governance is achievcd through a combination of strong process and structures,

underpinncd by the right values and culturc. The principles of corporate governance are contained

in the Director's Code of Conduct and Ethics. CWSB is in compliance with the governance tenets

ol'the lteccntly devclopcd "Code of Governance for Government Owned Entities", Mwongozo.
'l'he Mwongozo ol'l'ers a corporate governance code for all state corporations in which Government
holds ownership.

Coast Water Scrvices lloard is committed to ensuring compliance with the provisions ofl Water

Act2002 among othcr regulatory and supervisory corporate governance requirements.

Iloard Organization and Structurc

Iloles and responsibilities of thc Board and management

'fhe Board provides overall strategic guidance for Coast Water Serviccs Board and effective

oversight olmanagcment. Rcsponsibility for the govcrnance of CWSB, including establishing and

monitoring kcy perforrnance goals, rcsts with the Iloard. l-he Board monitors the opcrational
performancc and financial position of CWSB.

'l'he fioard Charter articulatcs thc Board's roles and rcsponsibilities, its mcmbership and operation

and which responsibilities may bc delegated to committees or to management. Specific

responsibilitics have bccn rescrved by the Board in key areas of strategy, governance, executive

appolntments and fi nancial approvals.

'l'he Eoard has establishcd three standing committees to assist in performing its responsibilities by

exaniining in detail particular issues and making recommendations to the lJoard
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'l'hc Chief llxccutive Officer has rcsponsibility for managing the day-to-day afflairs of CWSB. l'he
Chief Ex6cutive Ol'ficcr managcs CWSB in accordance with the lloard-approved corporate plan,

thc corpoiate stratcgy and policies.

Key areaq of focus for the tloard in 201 7-2018 Financial year included:
. Chief efecutive officer succession and appointment of the new Chief Executive Officer
. Strategj, corporate plan, budget and performance targets
. Oversi$t of business performance
. Annuallrevicw and update of the strategic plan.
. Oversilht oI key projects funded by the Govcrnment of Kenya and development partners
. Rcguladory compliancc

Iloard Sizc, Composition and Appointmcnt

'l'hc structurc of'Coast Watcr Serviccs Board sta(s with the Board of Directors comprising of l2
mcmbers: 9 indcpendent dircctors, I dircctor reprcsenting the Ministry of Water and Sanitation, I

dircctor fepresenting thc National Trcasury and thc Chief E,xecutivc Officer.

'l'hc public sector rcpresentativcs arc the Principal Secretaries or designated alternates not below
thc levcl of Dcputy Sccretary frorn thc Ministries rcsponsible formatters rclatingto Wateraffairs
and finarrce.
'l'hc Board is well composcd in tcrms of range and divcrsity of skills, knowledge, age and

cxperience in various scctors which makes it effcctivc and providcs an appropriatc balancc for the

ovcrsight of thc l]oard's mandate.

'l'he Chief Ilxecutive Officer is an ex-official member of the Board but has no voting right at any

mccting of the l]oard and is the secretary to the L]oard.

Independcnce, Scparation of Ilolcs and Rcsponsibilitics

Indepcgdcncc
l

Directots are cxpected to bring an independent judgment to bear on all Board decisions. A director
is considered indcpendent if the director is a non-executivc director who is not a member of
managefnent, and is lrcc ol'any business or other rclationship that could materially interfere with
thc exeicise ol'the ir unleflercd and indepcndent judgement or could reasonably be perceived to do

so.

I'l'he Boprd has assessed the interests, positions, associations and relationships of each directoras
at the date of this report. It has determined that all of its non-executive directors are independent

and wefe independent during thc reporling pcriod.

Scpara,tion of Rolcs and Ilesponsibilities

'l'he Board docs not consider the Chicf Ilxecutive Officer to be independent as this is an executive
role. All Directors except the lixecutivc Director are non-cxecutive dircctors. 'fhc non-executive

18
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dircctors hre indepcndcnt of managcment, they appoint thc Chief Executive Officer and establish

a frameWork lor the delegation of authority and ensure succession planning for the executive

director 4nd senior managcment is in placc. 'fheir role is to advise, constructively challenge and

monitor {hc succcss the managcment is delivering the agreed strategy within the risk appetite and

control flamework that is set out by the Board.

'l'he role$ and responsibilities of the Chairman of the Board, the Chief E,xecutive Officer and non-

cxccutivJe directors' rcmain distinct and separate which ensures a balance of power of authority

and pro1ides lbr chccks and balanccs such that no one individual has unl'ettered powers of decision

making; 'l'heir roles havc bccn documentcd and are expected to be independenl and free from

confl ict/ upon appointmcnt.

'l'he ChEirman providcs ovcrall leadership to the tloard without limiting the principles of collective
responqibility for Iloard's dccisions. l'hc Chairman builds an effective board and sets the board

agenda/in consultation with the Chicf Executive Officer and ensures effectivc communication to

stakehdlders.

'l'he Cfiief llxecutivc Officer is responsible to the Board and takes the overall responsibility for the

rnanalemcnt of the affairs of the Board. 'l'hc Chief Executive Officer recommends the strategy to

the Board and implcments it and makes opcrational dccisions. 'fhe Chief Executive Officer ensures

approfriatc and timely information flows within the Board, its committces and management.

Iloard pcrformancc evaluation

1'he $tatc Corporations advisory Committee (SCAC) is responsible for reporting to the Board on

the eiraluation of the performance ol'the Chairman, Iloard and committees. During the Financial

yearB.0l7-2018 cvaluation was not undertakcn. Coast Water Services Board has a board calendar

which guides on the numbcr of lull board meetings, special board meetings and committee

mce0ings in each financial year.

Board Committccs and Ilcsponsihilities

Iloard dclcgatcs ccrtain lunctions to wcll-structurcd committees but without abdicating its own

bilitics. 'l'hc lloard has dcvcloped a committcc structure that assists in the cxecution ol its
d powcrs and authoritics. Ilach Committec is guidcd by the Committee Charter/Terms of

which outlines its rcsponsibilities as mandatcd by thc Board

mcm
Cornmittees are appropriatcly constitutcd drawing mcmbership frorn amongst the lloard
bers with appropriatc skitls and cxpcricncc. Thc Chairman of the lloard, managcment and

ex{crnal partics/advisors are required to attend the commitlee meetings only by invitation.

'l'hc committees are expected to operate transparently, ensure full disclosure to the Board and

cqnduct thcmselvcs within thc rules and proccdures set out by the Board. Matters deliberated by

tht Committccs arc prcscnled to thc Lloard by thc respective chairman during the next Board

mbeting.'l'he Board Committees arc Finance and Iluman Resource, Audit Risk and'l'echnical

committee.
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Conflict f Intercst, Codc of Conduct and llthics

'l'hc and crnployccs of thc lloard havc a fiduciary duty to act honestly and in the best

Board. IJusincss transactions with all partics must be carried out al arm's length and
'l'hc l]oard provides cl'fectivc lcadcrship based on cthical loundation and ensures all
decisions and actions arc bascd on the lloards' core values underpinning good

intcrcst thc
rvith i

dc li

'l'hc has dcveloped a Code of Conduct and Ilthics Manual whose aim is to enhance

rclation ps and fostcr tcamwork among board rncmbcrs and staff and to build respcct, conlldence
and lity with its citizcns. l'hc Code providcs guidance to its members regarding ethical and

considerations as they addrcss their duties and obligations during their appointment andbcha
thcir in CWSI)

'l'hc

its d
has put various measures in placc to cnsure that thcrc is no conflict of interest amongst

and staff.'fhc lloard has put in place Corruption Prcvcntion and Codc ol'Conduct &
tlthics Po icies that binds both thc dircctors and the ernployces

At the nning of the financial ycar, all directors and cmployees signcd a declaration of intcrest

ng that they will disclosc any intcrcst that conflicts or possibly may conflict with theform
intcrests f thc Board.

During ycar, the Iloard carried out training on Corruption Prevention and Code of Conduct &
llt h ics

Comm

Annual R

icics and alI staff and dircctors dcclared thcir wcalth as required to the ['ublic Service

Accoun lity & Audit /Control Flnvironmcnt Managemcnt

cport and Acc<lunts

J is requircd to prcsent an objcctivc and undcrstandablc asscssment of thc CWSB
position and prospccts. l'he Board has ensurcd that accounts are prcsentcd in accordancc

rternational Public Sector Accounting Standards.

'l'hc []oart
opcration 

1

with the Irt
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llxtcrnal and Intcrnal Audits

(i) Efxternal Auditors

Coast Watcr Scrviccs Iloard accounts arc auditcd by thc Auditor-Gcneral. 'fhe Auditor-General is

an indeperrdent ol'fice whosc rolc and rcsponsibilitics arc defined under the Constitution of Kenya.

(ii) Ii,te.nat Auditors

Coast Watcr Scrvices Iloard has an intcrnal audit lunction. Its role is to provide indcpendent and

objectivelassurance to the Audit and Risk committee on the adequacy and efllectiveness of the risk
management framcwork, financial rcporting processcs and internal control and compliancc
systems.

'I'hc annual intcrnal audit plan, which is approved by the committcc, is developed using a risk-
based approach and is drivcn by thc risk framework, risk profile and governance principles. Thc
hcad of thc intcrnal audit l'unction is the Managcr and to ensurc the independence of the internal

audit funbtion the manager reports directly to the committee chairman, with an administrative
rcporting line to thc Chiel'llxecutivc Ol'ficer.

'fhc Manager, Inlernal Audit & Risk rcports to thc cornmittee mecting on progress against the

annual irlternal audit plan, audit findings and recommendations and the status of management

actions. The Board has qualificd staff who carry out the internalaudit function and present reports

on compliance. l-he Audit, Ilisk and governance Committee currently comprises three non-
executivd dircctors.'Ihc chairman of thc committee is an independent non-executive director who
is not the chairman of the Board. Committce members are appointed based on their qualifications
and experience to ensure that the committec can adequatcly discharge its duties.

Internal]Controls and ILisk Managemcnt

'l'he Boatd has the responsibility of identifying internal risk exposures and developing measures to

mitigateiagainst the identified risks.'l-he Board reviews and monitors the development and

implemehtation of systcms of internal controls. Thc Board must have an understanding of these

risks andl mitigate thern by implemcnting sound internal controls and risk management practices.

I

Relatioqship with Stakcholdcrs

'l'he Boapd apprcciates that stakcholder perception affects thc organizations reputation. Therefore
thc Boarld strivcs to achieve an appropriate balance between its various stakeholders in the best

intcrest bf tnc organization by taking into account their legitimate interest and expectations in

dccision making.

Thc Bodrd values the importance of complete, timely, transparent and effective communication
with its *takeholders for building and maintaining thcir trust and confidence by providing regular
informaqion on its performance, activities and addressing their concerns whilst having regard to

lcgal and stralegic considerations.
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'l.hc has dcvcloped a Corporatc (lommunications Strategy which cncompasses internal &
cxtcrnal munication, customcr scrvicc and public rclations.

'l'hc avcnues lor communication arc through press releases, stakeholdcr forums and

in print and social rnedia, and annual reports and financial statements

'r'hc has continued to encourage elcctronic communication through publishing documents
in the the wcbsite and has endcavored to ensure that thc website is highly interactive and

contains I thc rclevant inlorrnalion.

ly, the lloard has dcdicatcd staff to dcal with complaints and public rclations cffectively
and y as possible.'fhc Iloard has an establishcd mechanism of recciving, resolving and

grvrng
roports

on complaints relcrrcd to it by its stakeholders. The Board submits quarterly
thc Cornmission of Administrative Justice on the complaints handling and management.

22
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1.6 MANAGI.]MIIN'I' I)ISCUSSION ANI) ANAI,YSIS

r.0 ncial Pcrformance

I)uring financial ycarcnding 30th June 2017, Coast Water Scrvices board (CWSB) generated

total amounting to Ksh.1,565,093,521 against an cxpenditure of Ksh.1,487,709,028. The

trans[er thc accumulated lund was Ksh.77,384,493

CWSI} projccts implcmcnlcd or ongoing:

I)uring ttie year under review thc CWSB continued to implement the projects under its Master plan

as indica{ed in thc tablc bclow:

Additional People
Served @100L per
person per dav

Water Production -
2005 (M3/day)

Water Production-
2018 (Mr/day)

S/]\lo. Bulk Water source

40.000 s0.000Rehabilitation oI Mzima
springs

35,000

7.000 12.000 50,0002. Rchabi litation of Marcrc
Springs

450,000Itchabilitation ol'
Baricho Wcll Field

45.000 90,0003

r3,000 48,0004 Rehabi I itation of 'l-iwi

Boreholes
7,200

25,000 500,0005 I)rilling & Irquipping of
b/holcs, Construction of
mcdium sizcd pans,

Ilehab. of ll/holes,
Pipcline [jxtcnsion,
Construction of t)jabias,
installation of plastic
tanks

0

180,000 1,098,00094,200

PROJECT SCOPEPROJECT NAME COMPLETION
DATB

START
DATE

20 rti6 []aricho Immediate Works
with the following Lots:
Augmentation olthe
l]aricho Well ficld &
Il lcctromechan ical Work.

Drilling and cquipping
3No boreholes
220,000m3lday,
[]lectromechan ical
works,2.5 Km DN600
collcctor risi rnarn

I

Totals

2015
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with statutory requircmcnts:

year undcr rcvicw CWSB did not comply with all the statutory requirements

l'or its operation due to cash flow short fall occasioned by nonpayment by WSPs.

faccd by thc organization:

ial year under review thc major challenges and constraints that hindered achievement

targets in the FY 2017ll8 Performance Contract were:

in sccuring way lcaves lbr thc projccts bccause of encroachmcnt by

Funding - The disbursemcnt of counterpart funding lor the year is inadequate

affccting the irnplcmcntation of project activities.

remittance by the Water Service Providers.

7 Immcdiatc Baricho Works
E,xpansion & Ncw Pipclincs
to Kilifi & Gongoni (l-ot 3)

2016 201 8 Construction of DN
500 Kakuyuni-Kilifi
pipeline (56km) and

DN 400 Kakuyuni-
Gongoni Pipelinc
(37km).

2017 201ti Construction of
Pipelines upto I

(63- 150 dia UpVC)

of Boreholes
Construction ol
dams increasing
storage in rural
by 200,000m3,
Construction of
tanks incrcased
of safe water by

olsea walls

Drilling and

4000m,

8

nc

e

ual ization lunds projcct

financia I
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1.7 SUS'I'AINAI]ILI'I'Y IIEPOII'I'ING

Introducfion

Sustainable development is all about ensuring a bettcr quality ol lilb lor everyone, now and lor
gcnerations to come. 'l'his can be achieved through the three strands of social equity which
rccogniz{s the necds ol evcryonc, maintcnance of stable levcls of cconomic growth and

cmploynrient, and using natural rcsourccs prudcntly, whilst protecting, and il'possible enhancing,
the environment. Sustainablc or ecologica[ development is a process ol change in which the

exploitatfon ol resources, thc direction ol investmcnts, the orientation of technological
dcveloprdrent, and institutional change are made consistent with thc future as well as present needs.

Sustainability requires continuous technological, economical the social progress of continuous
improverfncnt that rcspects thc limits of the Earth's ecosystems, and meets the needs and aspirations
of everydne lor a bcttcr quality of lil'c, now and for future generations to come .

Coast Whtcr Serviccs Board commits to mceting our stakcholder's present and future requirements

through I collaborative culture which provides the capability to providc scrvices and knowledgc
allowing systematic change to take place whilst reinforcing mutually desired social, economic and

environrhental outcomcs. 'l'he Board recognizes the importance of conducting operations in a
manner {hat meets existing needs without compromising the ability of the future generation to meet

their ne(ds; therefore it carries out its operations in a manner that ensures the economic life of the

community in which it operates. It remains the Board policy to ensure that activities meet and

exceed tfre social, economic and environmental expectations of stakeholders.
I

'l'he Board executcs the objectives through the lollowing:-

(a) Qur peoplc, valucs and processcs;
(b) $takeholdcr cngagcmcnt;
(c) Protccting thc cnvironmcnt; and
(d) Corporate Social Responsibility and Investment.

I

Our Pebplc, Valucs and Proccsses
1'he staff of CWSB arc the primary asset. Thc Board thereforc recruits, retains and invests in the

bcst tal{nt in thc market.

Diversijty and llqual Opportunity
'l'he tloprd endcavors to prcscrve gcnder and cultural diversity in our employce mix and takes

pride a{ an equal opportunity employcr for all qualified persons.

Our Culturc and Values
Our vi{ion of "'l'o be lcader in the watcr and sanitation infrastructure development in the

countqi" describes who wc are, what we stand for and what makes our culture distinctive. The

staffartd directors are committed in upholding our core values in the discharge of our mandate
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Ilmployc* Wclfarc
'l'hc lloard takcs every cflort to cnsurc that crnployccs' wcll-being is considered as this afl'ects

them both at homc and at work.

'l'hc Iloard has continucd to ensurc that atl cross cutting issucs havc been addrcssed; in particular

thc policilcs and work plans lor IIIV/AII)s, Persons with Disability and Gender have been

dcvclopcd and arc bcing implcmentcd.

Staff Training and Devclopment
'l'o ensurd that CWSB not only attracts but also retains the bcst talent, the Board aims to nurture

people's careers by making rclcvant opportunities accessible and helping them to develop skills,
knowledgc and cxperience in dil'ferent lunctions or spccialism.

Staff trai(ing and deve lopment are a prcrequisite for cmployces' growth. In FY 201712018, training
continuedi to I'ocus on departmcntal technical compctencies and people managemcnt skills at all
lcvcls.
'l'hc Boald also providcs opporturritics for groups of existing and future scnior leaders to

bcnchmarlk with bcst practiccs on managemcnt. Capacity building will rcmain a key objective lor
thc Board.

Occupatilonal Ilealth and Safety
Good health and safety standards are ideal and remain an individual and corporate responsibility
I'orthe staff and the Board.l'he lloard is commiffed to proactively managing all health and safety

risks associated with its mandates.

'l'hc lloard has a comprchensivc rncdical schcmc for its stalf and directors. 'l'he policies are

rcvicwed annually to cnsure that thc lloard maintains a healthy worklorcc and safe environment.

Zero Tolbrancc to Corruption
CWSB has a zcro tolcrancc policy towards corruption. I)uring the year AWSB carried out

corruption risk assessmcnt and mitigation measurcs. In order to enhance integrity in public
procuremlcnt, CWSB postcd all advcrtisements and awards to the IFMIS Portal and advertised open

tenders in the papers for cverybody to participate.

Corporaf e Social tlcsponsibility and Invcstment
'fhrough btakeholdcr engagemcnt, wc have listened to and talked with our cmployees, customers,

investors, rcgulators, supplicrs, Non-govcrnmental Organizations (NGOs) and community
rcpresentptives. who have hclpcd us to develop our watcr master plan.
'l'owards this, thc lloard continucs to pay school lccs for bcst pcrforming student at Baricho
primary dchool.
ll,nvironlncntal Sustainability llcport
Environnlental Sustainability refers to concerted efforts to mitigate against environmental

dcgradatipn. It is the maintenance of the factors and practices that contribute to the quality of
cnvironnlcnt on a long term basis. It involves making decisions and taking action that are in the

intcrests pf protccting thc natural world, with particular emphasis on preserving the capability of
the envirbnment to support human life.
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Coast Wafer Scrvices Board (CWSB) is cognizant of the possible impacts (both positive and
negative) fesulting lrom intcraction ol'the organization's activities with both physical and social
environmdnt.

'l'hc objectivc ol'the CWSI]'s cnvironmental sustainability is thereficre to promote sustainable
devclopm{nt within our area of jurisdiction by ensuring environmental protection, social equity,
and economic development.

Approach
CWSB ehvironmcntal sustainability is guidcd by thc Ilnvironmental Management and

Coordination (Amcndment) Act of 2015 which is the principal lcgislation govcrning the conduct
olcnvironmcntal managemcnl in Kcnya; and the Constitution of Kenya,20l0. Othcr legislation
related to natural resourccs such as Watcr Act, forest Act, [-and planning Act and NEMA's
cnvironmgntal sustainability perlormancc contract guidclincs lor ministries, departments and

agcncies.

CWSB algo cornplies with the other cnvironmental requircments of International Development
Irunding dgencies such as World tlank, Africa Development Bank, French Development Llank
among others.

I)uring the year under review CWSB undertook the following activities in compliance with the
guidelines:

Environrncntal sustainability planning
CWSB dqvelopcd an integraled workplace environment health and safety policy statement which
states the organization's commitment to protect the environment, preserve the health and safety of
CWSB ernployces and communitics, and ensure safe development of water and sanitation
infrastrusture. 'l-his policy statement provides a frarnework for developing environmental
objcctiveb, targets and programs.

'fhc orgarrizational service charter also includc the environmental considerations such as the

cnlorcembnl of watcr quality monitoring.

CWSB srtrbjccts all thc ncw water and sanitation infrastructure projects to environmental and social
impact assessmcnt process irr line with the llnvironmental Management and Coordination Act,
(llMCA), 1999 in order to identify both potential positive and negative impacts. This process

allows for provision olenhancemcnt, mitigation, restoration and compensation measures to ensure

that the projects arc environmcntally and socially sustainablc. 'l-he reports are submitted to NEMA
lor review and liccnsing and also to funding agcncics (where applicable) for approval based on

intcrnational standards.
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environmental and social impact asscsslrcnt reports licensed by NEMA are lor the
among others:

o1- Mzirna pipclinc

ol Marcre pipelinc

of lJariclro Wellllclds

of 'l'iwi Boreholes

28



'l'hc

COAST WATER SERVICES I}OART)
III]POIIl' ANt) I.'INANCIAI, S1'A'I'I]MEN'I'S I.'OR'I'IIE YEAII E,NDI.]D 3O,I'II.JUNIT 20I8

r.8 ITEPOII'I OF I'HT] DIRI1CTOIIS

submit their report togethcr with thc un-audited financial statcments for the year'l'hc

cndcd J 30, 201 8 which show the state of the Board's al'fairs.

I'rincipal tics

activity of the Board is to ensure efficient and sustainable provision of quality and

affordable and sewcragc serviccs in its area ofjurisdiction

of Coast Water Serviccs Board include:

ip and holding ol' water and sewerage assets/lnfrastructure on behalf of the
Government in the Coast llegion.

ing, development and expansion of water and sewerage services Infrastructure on

of the National Governmenl in the Coast Region.
of Uulk water services in the Coast region.

Ilcsults

'l'hc of the entity lor thc ycar ended 30th June, 2018 are set out on page 32-33

Auditors

'l'hc General is responsible lor thc statutory audit ol' Coast Watcr Serviccs Board in

with Article 229 of thc Constitution of Kenya and the Public Audit Act 2015.

Ily Order thc Iloard

For and its bchall'

'l-he main

i)

ii)

iii)

l)atc r.l.q;,la:Lr

Lcgal
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ANNUA
COAST WATER SERVICES BOARD

REPORT AND FINANCIAL STA'IEMENTS FOR 1'IIE YEAII T]NDED 3OTII JUNE 2OI8

1.9 STATEMENT OF DIRECTORS' RESPONSIBILITIE,S

Section 8l 0f the Public Finance Management Act,2012 and section l4 of the State Corporations
Act, require the Directors to prepare financial statements in respect of Coast Water Services Board
(CWSB), ulhich give a true and fair view of the state of affairs of the CWSB at the end of the

financial ydar and the operating results of CWSB for the year. The Directors are also required to
ensure that CWSB keeps proper accounting records which disclose with reasonable accuracy the

financial position of the Board. The Directors are also responsible for safeguarding the assets of
the Board.

The Directors are responsible for the preparation and presentation of the CI{SB s financial
statements, which give a true and fair view of the state of affairs of the Board for and as at the end

of the finangial year ended on June 30,2018. This responsibility includes: (i) maintaining adequate

financial mbnagement arrangements and ensuring that these continue to be effective throughout
the reporting period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Board; (iii) designing, implementing and

maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud;(iv) safeguarding the assets of the Board; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for CWSB's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgments and

estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and in
the manner iequired by the PFM Acq 2012 and (the State Corporations Act). The Directors are of
the opinion that CWSB's financial statements give a true and fair view of the state of Board's
transactions during the financial year ended June 30,2018, and of the Board's financial position
as at that pate. The Directors further confirm the completeness of the accounting records
maintained for the Board, which have been relied upon in the preparation of the Board's financial
statements as well as the adequacy of the systems of internal financial control.

Nothing hut 
"orn" 

to the attention of the Directors to indicate that Coast Water Services Board will
not remain a going concern for at least the next twelve months from the date of this statement.

Approval df thc financial statcmcnts

The Board's financial statements were approved by the Board on 23 August 201 8 and signed on

its behalf by

Daniel ara MII..I B TORUTT
I) CHIEF ECUTIVE OFFICER
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REPUBLIC OF KENYA

Telephone: +25 4-20-3 42330
Fax: +254-20-3lltl82
E-mail: oag@oagkenya.go.ke
Website: www.oagkenya.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON COAST WATER SERVICES BOARD FOR
THE YEAR ENDED 30 JUNE 2018

REPORIT ON THE FINANC]AL STATEMENTS

Qualifie! Opinion
I

I have {udited the accompanying financial statements of Coast Water Services Board
set out cin pages 32 lo 54, which comprise the statement of financia! position at 30 June
2018 and the statement of financial performance, statement of cash flows, statement of
change$ in net assets and statement of comparison of budget and actual amounts for the
year theh ended, and a summary of significant accounting policies and other explanatory
informa$on in accordance with the provisions of Article 229 of the Constitution of Kenya
and Se{tion 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
Opinionl section of my report, the financial statements present fairly, in all material
respect$, the financial position of Coast Water Services Board as at 30 June 2018, and
of its finfncial performance and its cash flows for the year then ended, in accordance with
lnternatfonal Public Sector Accounting Standards (Accrual Basis) and comply with the
Water 4c1,2002.

I

Basis for Quatified Opinion

1.P roperty , Plant and Equipment

As prevlously reported, the property, plant and equipment balance of Kshs.2,702,182,126
as at 3Q June 2018 (201612017-Kshs.2,862,504,166) excludes assets of undetermined
value tdansferred to the Board from the Ministry of Water and lrrigation, and National
Water @onservation and Pipeline Corporation pursuant to Legal Notice No.101 of 12th
August,t 2005. Further, the land and office buildings acquired while undertaking various
Water dnd Sanitation Services lmprovement Project (WaSSlP) and institutional projects
such as Mkanda Dam of at least 53.79 hectares and acquired at a cost of
Kshs.1$,832,423 have been excluded in these financial statements and have also not
been ujldated in the fixed assets register. ln addition, the scrutiny of land status report
revealed that approximately more than one third of Coast Water Services Board land has
been efrcroached by private developers, including 22 acres of land occupied by staff
housesl in Shanzu, Mombasa. The land has been apportioned into 42 title deeds and
issued to private developers. This is an indicative that the management has not played

Repon oJlthe Autlitor-General on the Finunciul Statements of Coust Ll'uter Sen'ices Bounl.fttr the .,-eur ended 30 June
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aits custodial role and the Board's assets have not been properly safeguarded in
accordance with Section 72(1)(a'lb) of Public Finance Management Act, 2012 which
states that the Accounting fficer for National Government entity shall be responsible for
the management of the entity's assets and liabilities and manage those assets in a way
which ensures that the national entity achieves value for money in acquiring, using and
disposing of those assets.

ln the circumstances it has not been possible to ascertain the accuracy, validity and
completeness of the property, plant and equipment balance Kshs.2,702,182,126 as at 30
June 2018.

2. World Bank Loan

As previously reported, included in the statement of financial position is an amount of
Kshs.1 1,464,257,010 as at 30 June 2018 (201 612017 - Kshs.9 ,191,715,426) in respect
of World Bank Loan as reported in note 22 to the financial statements. Although the
financial statements disclose a balance of Kshs.11,464,257,010, confirmation letterfrom
the National Treasury dated 15 September 2018 reflects a balance of
Kshs.12,241,117,290, resulting to unexplained nor reconciled variance of
Kshs.776,860,280.

Further, in the year 2008, the Government of Kenya entered into a financing agreement
with the World Bank to finance water and sanitation services in Coast Province through
Coast Water Services Board and agreed to disburse Kshs.4,570,199,584.27
(USD.45,203,760) at an interest rate of 1.5 per cent per annum. The repayment period
was given as thirteen (13) years with effect from 30 March 2013, with an annual
repayment being USD.4,906,636 for which the principal amount was USD.3,168,030 and
interest USD.1,738,606. Records confirming repayment of the loan were not provided for
audit verification. The amount was also not disclosed separately as other current liabilities
as required under paragraph 82 of IPSAS (accrual) 1 which states that current portion of
non-current financia! liabilities, dividends payable, income taxes and other non-trade
payables must be disclosed separately as other current liabilities. ln addition, it was also
observed that the loan under IDA-4376-KE credit was denominated in foreign currency.
lnternational Public Sector Accounting Standards (IPSAS) 4 paragraph 27 requires
foreign currency monetary items to be translated using the closing rate. However, the
loan balance was translated on transaction date rate hence foreign exchange gain/loss
was not determined. Further, the accounting policy on translation of foreign denominated
transactions and balances was not disclosed in the notes to the financial statements in
line with accounting standards.

Consequently, it has not been possible to confirm whether the management is in
conformity with the terms of the loan and the accuracy and completeness of the loan
balance of Kshs.1 1,464,257,010 as at 30 June 2018 could not be confirmed.

3. Trade and Other Receivables

As previously reported, the trade and other receivables balance of
Kshs.3,369,025,039 as at 30 June 2018 (201 612017 - Kshs.3,100,800,1 47) includes

Report of the Auditor-General on the Financial Statements of Coast Water Services Board.for the vear ended 30 June
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Kshs.3,355,255,859 relating to amounts from Water Service Providers. However, the
Water Service Providers balances reflected in the Board's financial statements as at
30 June 2018 differ by Kshs.626,724,828 from the books of the respective water
service providers as detailed in the table below:

Water Service Provider

Balance as
Per Board

Kshs

Balance as Per
Water

Company
Kshs

Difference
Kshs

1 Mombasa Water and Sewerage
company

1,359,401,344 1,134,686,884 224,714,460

2 MalindiWater and
Sewerage company

501,326,555 509,225,336 -7,898,781

3 Kilifi-Mariakani Water and
sewerage company

585,294,551 s13,826,013 71,468,538

4. Kwale Water and
Sewerage company

417,589,376 161,048,211 256,541,165

5. Taita/Taveta Water and
Sewerage Company

479,722,304 401,974,377 77,747,927

6. Lamu Water and Sewerage
Company

11,057,729 7,770,210 3,287,519

7 Tana River Water and
Sewerage Company

864,000 864,000

Total 3,355,255,859 2,728,531,031 626,724,828

The total variances amounting to Kshs.626,724,828 has not been reconciled or explained.
ln the circumstances, the accuracy and completeness of the trade and other receivables
balance of Kshs.3,369,025,039 as at 30 June 2018 could not be ascertained.

4. 0. Finance Costs

lncluded in statement of financial performance and as disclosed in Note 13 to the financial
statements is finance cost of Kshs.72,169,028. Review of documents availed for audit
that the finance costs consist of interest incurred on three loans as per interest
amortization schedule availed to support the expenditure. Two of the loans were from
World Bank-lDA and one from AFD. However only two loan amortization schedules for
loans obtained from World Bank-lDA were availed.

Comparison of the loan amortization schedule and finance costs schedule supporting
financial statements for the loans revealed a variance of Kshs.(37,618,420) between
intere$t as per loan amortization schedule and as disclosed in financial statements as per
table below.

Report lf the Auditor-General on the Financial Statements of Coast Ly'fier Services knrd.for the .year ended 30 June
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Amount as Per
Financial

Statements

lnterest as Per Loan
Amortization

Schedule Variance
WaSSlPl-lDA4367 17,132,810 44,994,578 -27,861,769
WaSSIP-AF - IDA
5103 9,110,616 18,867,267 -9,756,652
Total 26,243,426 63,861,846 -37,618,420

ln the circumstances, the accuracy and completeness of finance cost of Kshs.72,1 69,028
for the year ended 30 June 2018 could not be ascertained.

5.0. Administrative Expenses

Note 14 to the financial statement for the year ended 30 June 2018 reflects depreciation
charge of Kshs.170,143,747. However, audit recalculation of depreciation charge for the
year amounted to Kshs.1 10,278,473 resulting to unreconciled nor explained variance of
Kshs.59,865,274.

ln the circumstances, the accuracy of the depreciation charge of Kshs.170,143,747 for
the year ended 30 June 2018 could not be ascertained.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Coast Water Services Board in accordance
with ISSAI 30 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 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. Except for the matter described in the
Basis for Qualified Opinion and other Matter sections, I have determined that there are
no Key Audit Matters to communicate in my report.

Other Matter

1. Budgetary Control and Performance

1.1. Revenue Budget

During the year under review, the Board's revenue budget was Kshs.1,533,650,775
against actual collections of Kshs.1 ,580,223,750 (103%), thus resulting to net over
collection of Kshs.46,572,975 or 3o/o as detailed below:

Report o/'the .4uclitor-General on the Financiul Statements of Coast Watcr Sen'ices Board for the .vear ended 30.Iune
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Detail Actual Budget
Over

Co!!ection
Under

Collection
% Over

Collection
Bulk Water Sales 715,296,860 970,379,957 255,083,097 (26)
Administration
Fees

176,637,529 196,398,298 19,760,769 (10)

Grants from GoK
Development

677,070,037 362,000,000 315,070,037 87

Tender Sales 36,000 470,768 434,768 (e8)

Rent lncome 2,172,000 1,536,334 635,666 57
Donations 2,702,000 0 2,702,000 100

Community water
Receipts

1,153,400 0 1,153,400 100

Miscellaneous
lncome

4,969,924 2,760,680 2,209,244 80

Laboratory
lncome

186,000 104,738 81,262 78

Tota! 1,580,223,750 1,533,650,775 321,851,609 275,278,624

From the above table, grants received from the Government exceeded the budgeted
amount by Kshs.315,070,037 or 87o/o. Also, total other incomes was more than double
the budgeted amount by Kshs.6,781,572 or 154%. This could point to lack of proper
budgeting. There is a need, therefore, to review the budgeting process to ensure that it is
as realistic as possible.

Conversely, revenue earned from bulk water sales and administration fees were below
the budgeted amounts by Kshs.255,083,097 or 260/o and Kshs.19,760,769 or 10o/o

respectively. The drop in revenue from bulk water sales could be explained by
Unaccounted for Water, which was 8% above the required global standard of 5o/o.

1.2. Expenditure Budget

During the year under review, the Board had budgeted to spend a total of
Kshs.1,692,553,878 on its various programs and activities. However, the Board spent
Kshs.1,603,880,071, resulting to an overall underutilization of Kshs.88,673,807 or 5% as
summarized below.

ltem Actual
Amounts

(Kshs)

Budgeted
Amounts

(Kshs)

Over
Absorption

(Kshs)

Over
Absorption

('/"1

Under
Absorption

(Kshs)

Under
Absorption

lo/"1

Overtime
Allowance

1,436,273 0 1,436,273 100

Telephone,
Fax, lnlernet,
Courier and
email

1,919,569 3,000,000 1,080,431 36

Travelling
and
accommodati
on

29,359,570 30,000,000 640,430 2

Report df the Auclitor-General on the Financial Statements of Coast Water Services Board.for the year ended 30.Iune
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Item Actual
Amounts

(Kshs)

Budgeted
Amounts

(Kshs)

Over
Absorption

(Kshs)

Over
Absorption

(Y,l

Under
Absorption

(Kshs)

Under
Absorption

("/"1

Subscription
to newsDaper

68,623 130,878 62,255 48

Advertising &
publicity

4,933,274 5,000,000 66,726 1

Trade show
& exhibitions

3,752,533 4,700,000 947,467 20

World Water
Dav

4,891,099 0 4,891,099 100

World Bank
operations

0 5,000,000 5,000,000 100

Hire of
transport,
equipment &
machinery

288,050 780,000 491,950 63

General
office
suoolies

s,393,028 7,113,792 1,720,764 24

Laboratory
expenses

952,645 1,000,000 47,355 5

Hospitality 1 ,653,1 38 4,124,134 2,470,996 60

Fuel &
lubricants

6,534,615 8,099,588 1,564,973 19

Donations 0 100,000 100,000 100

Legal fees &
related
expenses

16,960,732 20,588,733 3,628,001 18

Contracted
professional
services

76,228,421 80,000,000 3,771,579 5

Audit fees 0 1,563,680 1,563,680 100

Maintenance
expenses-
vehicles

4,090,843 6,169,379 2,078,536 34

Maintenance
of office
furniture &
equipment

451,711 964,540 512,829 54

Maintenance
of buildings &
stations

1 ,506,1 55 1,500,000 6,1 55 4

Baricho clinic
expenses

517,283 750,000 232,717 31

Stationery
office

2,451,804 2,819,654 367,850 13

Depreciation
of Motor
Vehicles

47,284,770 47,284,770 0

Depreciation
of Furniture

692,890 692,890 0

Depreciation
of Office
Equioment

4,092,051 4,092,051 0

Depreciation
of Plant and
Ir/achinery

17,360,125 17,360,125 0

Depreciation
of Computers

1,098,987 1,098,987 0

Raport o./'tha Auditor'-Gencral on the Financ'iul Stdements of'Coast Water Sen,ices Board lbr thc .veur encled 30.Iune
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Under
Absorption

P/ol

Item Actua!
Amounts

(Kshs)

Budgeted
Amounts

(Kshs)

Over
Absorption

(Kshs)

Over
Absorption

(Y"l

Under
Absorption

(Kshs)
Depreciation
expense for
oipelines

67,621,329 67,621,329 0

2,385,996 0Depreciation
of Pumps

2,385,996

0Depreciation
of Bulk
Meters

24,478,599 24,478,599

5,129,000 0Depreciation
of Water
Tanks

5,129,000

4,715,353 23Board
expenses

15,449,173 20,164,526

522,000 100Honoraria 0 522,000

137,847,210 29,884,867 22Basic Salary 107,962,343

1,368,983 18Medical
Allowance

6,058,950 7,427,933

18Commuter
Allowance

13,659,867 16,665,552 3,005,685

122.701 13Top up
Allowances

797,556 920,257

26Leave
Allowance

2,358,865 3,168,182 809,317

5,990,133 1.112,733 19Hardship
Allowance

4,877,400

141,226 24Acting
Allowance

452,554 593,780

2,780,666 524,666 19Airtime
Allowance

2,256,000

1 ,1 36,383 24Training
exoenses

3.572.875 4,709,258

47World Bank
staff Traininq

16,002,433 30,000,000 13,997,567

62,287 25Transfer
Allowance

186,862 249,149

494,385 88Special Duty
Allowance

66,835 561.220

561,220 69,420 12Employer
NSSF
Contributions

491,800

75Employer
Pension
Contributions

3,733,590 15,000,000 11,266,410

100Employer
WSIP
Pension

9,087,846 0 9,087,846

15Medical
Cover

9,397,997 11,000,000 1,602,003

190,497 3Gratuity 5,796,453 5,986,950

280Membership
Fees,
subscdption

s00,280 500,000

1,566,467 4House
Allowance

38,433,533 40,000,000

421,340 28Staff Uniform 1,078,660 1,500,000

Services Board for the .year ended 30,IuneReport pf the Auclitot-Generul on the Finunc'ial Statements of Coast Water
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Item Actual
Amounts

(Kshs)

Budgeted
Amounts

(Kshs)

Over
Absorption

(Kshs)

Over
Absorption

P/"1

Under
Absorption

(Kshs)

Under
Absorption

P/"1
Pc cross
cuttinq

716,000 3,500,000 2,784,000 80

Office
electricity

775,580 622,702 152,878 25

Motor Vehicle
lnsurance

2,945,082 3,069,211 124,129 4

Resettlement
Compensatio
n

21,718,254 25,000,000 3,281,746 13

Security
ex0enses

12,790,797 14,149,390 1,358,593 10

Electricity -
Operations

390,799,365 400,362,556 9,563,191 2

Chemicals &
other related

18,285,720 19,592,348 1,306,628 7

Bank interest 72,169,209 72,169,209 0

Maintenance
of water
assets

65,5'11,464 55,028,495 '10,482,969 19

Water user
charqes

17,285,524 13,941,O73 3,344,451 24

Lamu
Proiects

207,875 207,875 0

Priority
Proiect

27.625,980 27,625,980 0

Mkanda Dam 151,109,424 151J09,424 0

Drought
mitigation
expenses

132,825,455 132,825,455 0

Equalization
Proiects

3,024,400 3,024,400 0

Taita Projects 3,950,846 3,950,846 0

Kwale
Proiects

31,534,279 31,534,279 0

Finance
Charqe

72,169,209 72,169,209 0

Small dams
and pans

1,475,265 1,475,265 0

Bank charges
&
commissions

1,205,358 1,500,000 249,642 17

TOTAL 1,603,880,071 1,692,553,878 29,401,951 118,075,758

From the analysis the Board had budgeted to spend Kshs.313,905,226 on eighteen (18)
activities and programs but ended up actually spending Kshs.343,307,177, resulting to
an over absorption of Kshs.29,401,951 or 2o/o. Out of this over expenditure, three (3)
items were not budgeted at all and yet incurred expenditure totalling to Kshs.15,415,218.

The Board has not provided a revised budget for approval of the over expenditure of
Kshs.29,401,951 or 2o/o. The over expenditure is an indication of poor planning and lack
of oversight in budget implementation.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Coast water Services Board in accordance with

Rcport of the Auditor-Generul on thc Finunciul Stutcments rt'Coasl Ll'ater Sen'ices Board fbr tha vcu'ended 30.hne
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ISSAI 30 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 opinion.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Board Expenses

lncluded in statement of financial performance for the year ended 30 June 2018 is Board
expenses of Kshs.15,449,173. Review of the payment vouchers and support schedules
availed for audit revealed payments of sitting allowances to persons not gazetted and
listed as directors of the Board amounting to Kshs.300,000. The persons were from
parent Ministry and were in attendance on behalf of the alternate to principal Secretary,
Ministry of Water and Sanitation.

ln the circumstances, the regularity of the payments amounting to Kshs.300,000 as
directors' emoluments for the year ended 30 June 2018 could not be ascertained.

2. Non-Revenue Water

The statement of financial performance for the year ended 30 June 2018 reflects
operational income of Kshs.891,934,400. lncluded in this amount is bulk water sales
amount of Kshs.715,296,860 as detailed in note 6 to the financial statements. The report
of the Chief Executive Officer indicated water production was 40,527,356 cubic
meters out of which 35,056,960M3 was billed to customers. The balance of 5,470,396 M3

approximately 13.52Yo of the water produced represents loss of water which is 8.5% over
and above the allowable loss of 5o/o in accordance with the global standard. The abnormal
loss or Unaccounted For Water (UFW) is 3,444,028 cubic metres may have resulted to
loss of water estimated at Kshs.68,880,564 given the fact that the charge per cubic metre
is a standard rate of Kshs.20 as per the approved tariff charged to the Water Service
Providers.

The significant level of UFW may negatively impact the company and long term
sustainability.

Repdyt of the Autlitor-General on the Financial Statements of Coast Ll'ater Services Board for the vear enclecl 30 June
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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 INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

As required by Section 7(1Xa) of the PublicAuditAct,20l5, based on the procedures
performed, except for the matter described in the Conclusion on Effectiveness of lnternal
Controls section of my report, I confirm that, nothing has come to my attention to cause
me to believe that internal controls, risk management and overall governance were not
effective.

The auditwas conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
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.

Responsibilities of Management and Those Charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the Coast
Water Services Board ability to continue as a going concern disclosing, as applicable,
matters related to sustainability of services and using the applicable basis of accounting
unless the management either intends to liquidate the Coast Water Services Board or to
cease operations, or have no realistic alternative but to do so.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are

Rcport ofthe Auditot-Gcnantl on thc Finunc'ial Statements ofCoast Woter Sanices Bourd for the .y'ear encled 30,Iune
20 t8
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effedive m

Those charged with governance are responsible for overseeing the Coast Water Services

with the authorities which govern them, and that public money is applied in
anner.

cial reporting process, reviewing the effectiveness of how the entity monitors
with relevant legislative and regulatory requirements, ensuring that effective

ponents does not reduce to a relatively low level the risk that misstatements
error or fraud in amounts that would be material in relation to the financial
being audited may occur and not be detected within a timely period by

in the normal course of performing their assigned functions.

p and systems are in place to address key roles and responsibilities in relation
to and risk management, and ensuring the adequacy and effectiveness of
the environment.

Auditor-General's Responsibilities for the Audit

The objectives are to obtain reasonable assurance about whether the financial
as a whole are free from material misstatement, whether due to fraud or error,

and to an auditor's report that includes my opinion in accordance with the provisions
ofS 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 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 review is planned and
performed to express a conclusion with limited assurance as to 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 in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in

compliance with Article 229(7) of the Constitution. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review 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) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal 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

Board
compl

control
caused
statem
em
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Because of its inherent limitations, interna! 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
Coast Water Services Board 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:

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

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Coast Water Services Board ability to continue as a going concern or to sustain
its services. 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 Coast Water Services Board to cease to
continue as a going concern or to sustain its services.

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 Coast Water Services Board to express an opinion on the
financial statements.

o

a

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

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

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships

Raport o/.the Audint-Generul on thc Finunciul Statemants tt'Coo.st ll/uter Sen'ices Bou'cl.fbr the .v'eur enclcd 30.lune
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atters that may reasonably be thought to bear on my independence, and
cable, related safeguards

KrTo"r
rd R. O. Ouko, CBS
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STATEMENT OF FINACIAL PERFORMANCE
For the Year ended 30th June 2018

2.L

E

nal Income

Incomes

REVENUE

NDITURE

nistrative Expenses

rd Expenses

Costs

I Expenses

Expenses

Costs

nce Costs

EXPENDITURE

(Loss)before Tax

2018

Kshs.

891,934,400

677,070,037

11,458,384

L,58O,462,82L

334,738,473

15,449,173

227,488,699

38,229,7t4

491,882,074

351,753,524

72,L69,209

1,531,710,866

20L7

Kshs.

1,091,903,755

963,676,066

B,o3B,g59

2,063,6L8,78O

495,543,297

24,656,710

200,729,231

25,687,679

457,40t,799

386,485,945

t51.,296,766

1,741,80t,426

on Notes

t4

15

10

1B

9

12

13

6

B

7

48t751,955 32L,8L7,354
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COAST WATER SERVICES BOARD
ANNUAL Ii.EI'OIIT AND T-INANCIAI, S'TATEMENTS FOR'I'IIE YEAR ENDED 3OTII.IUNE 2OI8

2.2

ASSETS

CURRENT ASSETS

Inventories
Trade and Other Receivables
Cash and Bank Balances
TOTAL CURRENT ASSETS
NON CURRENT ASSETS
Property, Plant and Equipment
Work in Progress
TOTAL NON CURRENT
ASSETS

STATEMENT OF FINANCIAL POSITION
As at 30th June 2018

Note 2018
Kshs

t7
20
16

3,839,991
3,369,025,039

785,789,550
4,158,654r580

2,702,182,726
7,446,600,926

LO,148,783,O52

tL,464,257,010

LL,464,257,OLO

L2,665,OO7,679

L,642,429,953

L,642,429,953

1,642,429,953

2017
Kshs

AUDITED

9,427,084
3,100,800,147

784,03L,057
3r894r258,288

2,862,504,L66
5,158,385,917

8r02Or890rO83

9,791,715,426

9,19t,7t5,426

1o,321,47O,372

L,593,677,998

1,593,677,998

1,593,677,998

1B

19

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other Payables 2t

TOTAL CURRENT
LIABILITIES

NON-CU RRENT LIABILITIES
World Bank Loan 22

TOTAL NON CURRENT
LIABILITIES

TOTAL LIABILITIES

NET ASSETS

ACCUMULATED SURPLUS

TOTAL NET ASSETS AND
LIABILITIES

t4,3O7,437,632 LL,9L5,L48,37O

1,200,750,669 r,729,754,947

L,2OO,75O,669 L,L29,754,947

The Financial Statements set out on pages 32 to 54 were signed on behalf of
Directors by: n

,,","ffiS. ,-S#:RUTT
DIRECTOR CHIEF EXECUTIVE OFFICER

i
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2.3

Cash flows from operating
activities

Statement of Cash Flows
For the Year Ended 30th June, 2018

Notes

2018

Kshs.
48,751,955

20L7

Kshs.

321,817,354Surplus for the year

Adjust for:
Depreciation 14

Changesl in Working Capital
Decrease/(i ncrease) in Inventory
Decrease/Increase) in Trade and

Other Reoeivables
(Decreasd)/increase in Trade and

Payables

Net cash flows from operating
activities
Cash flows from investing
activitie$
Projects/Work in Progress

Purchase of Computers, Furniture and

Equipme4t

Net cash flows from investing
activities
Cash flows from financing
activitieb
World Bank Loan

Net cash flows from financing
activitieb
Net increase in cash and cash
Equivalents
Cash and;Cash Equivalent at

1.07.2017

Cash and Cash Equivalent at
30.06.2018

170,743,747 172,173,020

218,895,702 493,990,373

5,587,093
(268,224,,892)

1,230,418
(567,847,120)

70,995,722 168,606,804

(t97,642,077)
27,253,625

(398,009,898)

95,980,476

(2,288,2L5,009)
(9,821,707)

(200,604,939)
(1,678,229,393)

(2,298,036,7L6) (L,878,834,332)

2,272,54!,584 2,438,078,556

2,272,54L,584 2,438,078,556

655,224,699

128,806,358

795,789,550 784,O3L,O57

34
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STATEMENT OF CHANGES IN NET ASSETS
For the Year Ended 30 June 2018

Attributable to the owners of the controlling entity

at 30.6.2017
period

at 1.7.2O18
period

at 30.6.2O18

Accumulated surplus
Kshs

L,27t,860,644
321,817,354

L,593$77,998
48,751,955

1,642,429,953

Reselves Total
Kshs

L,27L,860,644
321,817,354

L,593,677,998
48,751,955

L,642,429,953

35
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2.5 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the Quarter Ended 30th June, 2018

DETAIL 
i

Bulk Water Salds
Administration Fees
Grants from GoK Development
Tender Sales
Rent Income
Donations
Community wafer Receipts
Miscellaneous Income
Laboratory Incdme
TOTAL
Overtime Allow!nce
Telephone, Fal, Internet,
Courier and eqail
Travelling and hccommodation
Travelling foreign
Subscription to newspaper
Advertising & dublicity
Trade show & dxhibitions
World Water DAy
World Bank oflerations
Hire of transport, equipment &
machinery
General office gupplies
Laboratory explnses

Fuel & lubricants
Donations
Legal fees a r{atea expenses
Fines and penalties
Contracted professional services
Audit fees i

Maintenance expenses- vehicles
Maintenance of office furniture
& equipment 

I

Maintenance of buildings &
stations
Baricho clinic efipenses
Stationery offi(e
Depreciation of Motor Vehicles
Depreciation of Furniture

ACTUAL

7L5,296,860
176,637,539
677,070,037

36,000
2,172,000
2,702,000
1,153,400
4,969,924

186,000
L,58O,223,760

L,436,273
1,919,569

BUDGET

970,379,957
196,398,298
362,000,000

470,768
7,536,334

0
0

2,760,690
L04,738

L,533,650,775
0

3,ooo,o0o

VARIANCE

255,083,097
20,624,758

(302,070,037)
434,768
869,634

(2,702,000)
(1,153,400)
(2,709,244)

(81,262)
(46,572,985)

(L,436,273)
1,080,431

640,430
0

62,255
66,726

947,467
-4,89L,099
5,ooo,oo0

491,950

1,720,764
47,355

2,470,996
L,564,973

100,000
3,628,001

0
3,77L,579
1,563,680
2,078,535

5L2,829

(6,155)

232,717
367,850

0
0

29,359,570
0

68,623
4,933,274
3,752,533
4,991,099

0
288,050

5,393,028
952,645

1,653,138
6,534,6L5

0

L6,960,732
0

76,228,42L
0

4,090,843
45t,7ll

1,506,155

517,283
2,45t,804

47,284,770
692,890

30,000,000
0

130,878
5,000,000
4,700,000

5,ooo,ooo
780,000

7,1L3,792
1,000,000
4,124,134
g,ogg,5g8

100,000
20,588,733

80,000,000
1,563,680
6,t69,379

964,540

1,500,000

750,000
2,8L9,654

47,284,770
692,890
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Depreciation of Offlce
Equipment
Depreciation oli Plant and
Machinery
Depreciation ofl Com puters
Depreciation e>fpense for
pipelines 1

Depreciation of Pumps
Depreciation of Bulk Meters
Depreciation of Water Tanks
Board expense5
Honoraria
Basic Salary 

i

Medical Allowahce
Commuter Allowance
Top up Allowa4ces
Leave Allowande
Hardship Allowance
Acting Allowanpe
Airtime Allowarfce
Training expen5es
World Bank staff Training
Transfer Allowance
Special Duty Allowance
Em ployer NSSF Contributions
Employer Pension Contributions
Employer WSIP Pension
Medical Cover
Gratuity
Membership Fees, subscription
House Allowanfe
Staff Uniform
Pc cross cuttinp
Office electricifi
Motor Vehicle Insurance
Resettlement Com pensation
Security experlses
Electricity - Operations
Chemicals & other related
Maintenance qf water assets
Water user chdrges
Lamu Projects
Priority Projeqt
Mkanda Dam

4,092,05L

L7,360,125

1,098,987
67,62L,329

2,395,996
24,478,599
5,129,000

t5,449,L73
0

t07,962,343
6,o5g,g5o

13,659,867
797,556

2,358,865
4,877,400

452,554
2,256,000
3,572,875

L6,002,433
186,862
66,835

491,800
3,733,590
9,097,846
9,397,997
5,796,453

500,280
38,433,533

1,078,660
716,000
775,580

2,945,082
21,7L8,254
L2,790,797

390,799,365
L8,285,720
65,511,464
17,285,524

207,875
27,625,980

tsl,109,424

4,092,05L

t7,360,125

1,098,987
67,62L,329

2,385,996
24,478,599

5,129,000
20,164,526

522,000
L37,847,210

7,427,933
16,665,552

920,257
3,168,L82
5,990,133

593,780
2,780,666
4,709,258

30,000,000
249,L49
561,220
56t,220

15,000,000
0

11,000,000
5,996,950

500,000
40,000,000

1,500,000
3,5oo,ooo

622,702
3,069,zLL

25,000,000
14,L49,390

400,362,556
L9,592,348
55,028,495
13,94L,073

207,875
27,625,980

L51,L09,424

0
0
0

4,7t5,353
522,000

29,884,868
1,368,983
3,005,695

L22,70L
809,317

L,LL2,733
L4L,226
524,666

1,136,393
L3,997,567

62,287
494,385
69,420

LL,266,4L0
-9,097,846
1,602,003

L90,497
(280)

1,566,467
42t,340

2,794,000
(152,878)

L24,L29
3,28r,746
1,358,593
9,563,191
1,306,628

-L0,482,969
-3,344,451

0
0

0

0

0

0
0
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Drought m n expenses
Equalization
Taita Projects

Small dams a
Bank charges
TOTAL

pans
commissions

L32,825,455
3,024,400
3,950,946

3L,534,279
72,L69,209

1,475,265
1,205,358

1,531,880,071

132,825,455
3,024,400
3,950,946

3L,534,279
72,169,209

L,475,265
1,500,000

L,692,553,878

0
0

0
0
0

0

249,642
88,673,8O7
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2.6 NO'I.ES .I.O .I'IIE II.INANCTAT, S'I'A'I.EMENTS

I. GENE,RAI,INFOIIMATION

Coast Watbr Serviccs Iloard is established by and derives its authority and accountability lrom the

Watcr Act2002. CWSB is wholly owncd by the Governmcnt of Kcnya and is domiciled in Kenya.

CWSB's pfincipalactivity is to ensure efficicnt, efl'cctive and sustainable provision oIquality and

affordable watcr scrvices (dcfincd to includc seweragc) in its area ofjurisdiction - Mombasa

County, Tdita'l'avcta County,Kilifi County, Kwale County, [,amu County and 'l'ana River County.

2. S{ArnnanN't oF COMPLIANCE AND I}ASIS OF I'}IIEI'}ARATION

Coast Water Services l]oard's financial statements have been prepared in accordance with and

comply wiph Intcrnational Public Scctor Accounting Standards (IPSAS). The financial statements

ur. presen{ed in Kenya shitlings, which is the functional and reporting currency of CWSB.

'fhc financial statemcnts havc bcen prepared on the basis of historical cost, unless stated otherwise.
'l'hc cash flow statcment is prcparcd using the indirect method. The financial statements are

prcpared on accrual basis.

3. ApOP'IION OF NEW AND RII,VISED S'I'ANDARDS
i) Relevarft ncw standards and amendments to published standards effective lor the year ended 30

June 2018

:38 Disclosurc ol 'l'hc lloard docs not havc intcrcst in othcr entitics and thcrcforc thc

in othcr llntitics standard does not gPP!v

irrd Impact
33:l'irst tirnc
n ol'Accrual

Sta

adopt
Ilasis PSN S

CWSB adopted IPSAS in the year ended 30.6.2014 and there{bre
provision o1'first tirne adoption of accrual basis docs not apply

'l'hc Iloard docs not havc any subsidiaries , joint venturos or inveslrnenls

and thcrcforc the standard docs not apply
'l'hc lloard docs not havc any subsidiaries, joint vcnturcs or investments
and therclorc thc standard docs not apply
'l'hc [loard docs not havc invcsttncnts in associatcs or-ioint venturcs

Thc Board does not havc an intcrest in a joint arrangement and thercfbre
thc standard does not

:35 Consolidatc
ial Statcrncnls
:36 Invcstmcnt in

I
I.'

I
n

I

I ;34 Scparatc
l:inan ial statcmcnt

nan

:37 Joint
cnts

and Joint
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ii) Ncw
201 8

dards and Intcrprctation in usc issuc but not yct cflcctivc in Ycar llnded 30 June

iii) Early qdoption of standards

I

Coast Wate[ Scrvices l]oard did not adopt any new or amendcd standards in year 201 8.

,I. SIGNIFICANT ACCOUNTING POLICIES

a) Revlenue rectlgnition

Revenues from leasc fees and miscellaneous income have been recognized as exchange

transaction$. Crants for thc donors and Governmcnt of Kenya have been recognized as non-

exchange transactions. Lease fees Income is recognized in the year in which it is due. A grant from

thc Governfnent of Kcnya and othcr donors lor specific expenses is recognized as income in the

same perio$ as thc rclcvant cxpcnse.

b) Butlget inform:rtion

I'l'he annual budget is prepared on thc accrual basis, that is, all planned costs and income are

prcsented ip a single statement to dctermine the needs of the entity. As a result of the adoption of
the accrual lbasis for budgeting purposes, there are no basis, timing or entity differences that would

require recfnciliation betwecn the actual comparable amounts and the amounts presented as a

separate additional financial statement in the statemcnt of comparison of budget and actual

amounts.

ANNUA

c) Pro

COAST WATER SERVICES I}OAIrI)
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tperty, ltlant antl equipment

flant and equipment are stated at historical cost less accumulated depreciation.

ln is calculatcd on the l{cducing balance basis to write down the cost of each asset to its

lue over its cstimated usefuI life as follows;

I)ropcrty, P

[)cprcc iatic
rcsidual val

Standard Effcctive datc and impact
II'SAS 39: lirnploycc
u

Applicable ;l .Ianuary 2018
IPSn S 39 was to creatc convergence to changes in IAS l9.Employes
bencfits. 'l'hc main objcctive is to cnsure accurate inlormation relating
to pcnsion liabilities arising I'rom the dcfined benefits schcme by

doing away with the corridor approach.

II'SAS .10: I'}ublic
Scctrlr Cornbinations

Applicablc I January 2019
Covcrs public cornbinations arising frotn exchangc transactions in
casc thcy arc treatcd similarly with IIrRS 3 llusiness combinations and

combinations arising from non - exchange transactions which arc

covercd purcly undcr Public Sector combinations as amalgamations.

40
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12.5 %llquipment

Irurniture, rttrngs

Computers

Watcr

Motor Veh les and Cyclcs

(l) In ntories

first out

Where
lnsurancc

rc

12.5 o/o

33.33 %

2.5%

25%

coursc of less the selling expense. Inventories are recognized as an expense when

deployed r utilization or consumption in the ordinary course olopcrations ol'the llntity

e)

Provisions recognizcd when the Entity has a prescnt obligation (legal or constructive) as a result

ol'a past
potcntial

it is probablc that an outflow of resourccs embodying economic benefits or service

ll bc rcquircd to settlc thc obligation and a rcliable cstimate can bc made of the amount

of the obli lon

arc statcd at the lower olcost and net realizable value. Cost is determined by First in
FO) mcthod. Net realizablc value is the estimate of the selling price in the ordinary

tjntity expccts somc or all of a provision to be reimbursed, lor example, under an

contract, thc rcimburscmcnt is rccognizcd as a scparate asset only when the

rncnt.

thc financial statemcnts, unless thc possibility of an outflow of resourccs crnbodying
fits or scrvicc potential is rernote

tingent:rssets

does not rccognize a contingent asset, but discloses details of a possible asset whose

contingcnt on thc occurrcnce or non-occurrence ofone or more uncertain future events

within the control ol- the Ilntity in the notes to the financial statements. Conlingent

rci is virtually ccrtain.
'l'hc cxpcn relating to any provision is prcscntcd in the statement of financial performance net of
any rei

f)

thc notcs
cconomic

tingent liabilities

'l'hc Ilnt docs not recognize a contingcnt liability, but discloscs dctails of any contingencies in

i)

'l'hc Enti
cxistcnce
noI
asscts are assesscd continually to cnsure that developmcnts are appropriately rcflected in the

financial ents. If it has becomc virtually certain that an inflow of economic benefits or

scrvlcc I will arisc and the assct's valuc can be mcasurcd reliably, thc asset and the rclated

rccognized in the financial statcments of thc period in which the change occurs.rcvcnuc

4L
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and

arc capitalizcd against qualilying asscts as part of property, plant and equipmcnt.
costs arc capitalizcd ovcr the period during which the asset is being acquired or
borrowings have bcen incurred. Capitalization ceases when construction of the

. Irurthcr borrowing costs arc chargcd to the statement of financial performancc.

.i) Nat

'l'he Iintity

rc and purpostl of reserves

s and maintains rcscrvcs in terms of spccific requirements. Entity to state the

rescrves ned and appropriatc policies adopted.

k) ch

'l'hc Iintity

in :rccounting policies antl cstimirtcs

izcs thc el'fccts olchangcs in accounting policy prospectively

nr) I" currcncy transactions

'l'ran in foreign currcncics arc initially accounted for at the ruling rate of exchange on the

date of the saction.'l'radc crcditors ordebtors dcnominated in forcign currcncy are rcported at

thc t of financial position rcporting datc by applying the exchange rate on that date.

Iixchange arising lrom thc scttlemcnt of creditors, or from the reporting of creditors at

ratcs nt I'rom thosc at which they were initially recordcd during the period, are recognized

as lncome cxpenscs in the pcriod in which thcy arise.

n) Bo ing costs

[]orrou ing
Such lng
co
assct rs lctc

and a reli

o) antl clsh cquiv:rlcrtts

Cash and cquivalents comprisc cash on hand and cash at bank. tlank account balances

include held at the various commercial banks at the end of the financial year. For the

purposes
Imprests

thcsc financial statcments, cash and cash cquivalcnts also include short term cash

advanccs to authorizcd public officcrs and/or institutions which were not

SU or accountcd fior at thc cnd ofthc financial ycar

p)

I)ro arc recognizcd whcn the company has a lcgal or constructive obligation as a rcsult of
past and it is probablc that an outflow of resources will bc required to settle an obligation

le estimate of the amount can be made.

q)r tion

atpr scrvices board is a non-commercial state corporation in the provision of essential

Plrovision l'or taxation has not been made.
Coast W
scrviccs.
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is made

5. Accounting Estimates, .Iudgmcnts and Assumptions

In thc of applying the Board's accounting policies, the directors have made estimates and

that afl'cct thc rcportcd amounts of assets and liabilitics and disclosure oflcontingent

asscts and abilitics as at thc date of the financial statements and the repo(ed amounts olrevenues

and
'l'hc

during thc rcporting pcriod.
and undcrlying assumptions arc reviewed on an ongoing basis

(a) .Iudgmcnts in Applying thc Iloard's Accounting Policies

In thc s of applying the Board's accounting policics, judgments have been made in

. Whethcr assets are impaired;

.'l'hc of financial asscts;

.'l'hc goi conccrn

(b) tical Accounting Estimates and Assumptions

't'hc kcy' ol'judgmcnts and sources oluncertainty in cstimation arc as sct out bclow:

(i) Useful of propcrty and F)quipment

'l'hc make estimates in detcrmining depreciation ratcs for property and equipment. The

ratcs are out in thc accounting policy (g) above lor prope(y and cquipment

'l'hc rcviews the cstimated uscl'ul lives of plant and cquiprnent at thc end of each rcporting

ring thc financial ycar, no changes to thc usel'ul lives were identified by the board ofpcriod.
d i rcctors

(ii) I'rovision for Doubtful I)cbts

'l'hc Il rcvicws its travcl advanccs portlolio to asscss the likclihood of irnpairment. Provision

lor i ol-receivables is established whcn therc is objective evidence that the Board will
n<lt bc to collcct all arnounts duc. Where ncccssary an cstimation of thc amounts irrecoverable

that year. Provision lor impairmcnt shall bc recognized upon approval by the Board of

43
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6

lky Watcr Salcs

inistrativc Irecs 176,637.539 173.216.550

891,934,399 1,091,903,755

Board's major sources of revenues are thc watcr salcs which are earned from the sale

of r to the Water Scrvice Providers and Administrative fees that is earned from the

olits asscts to the Watcr Service Providcrs. 'l'hc lloard does not sale water dircctly to

custolncrs

7

cr Incomc

[loard carned misce llancous income from Laboratory, rent collection lrom its houses

at Shanzu and from sale of tender documents.

201 8 2017

I Incomc

8

ts

Govcrnmcnt ol' Kcnya l)cvclopmcnt

.I'O'I'AI, 677,070,037 963,676,066

20ltt
Kshs.

715,296,1160

Kshs
196,000

2,172,000

36,000

9,064,384

11,458,384

2017
Kshs.

9l 8,687,205

Kshs

147,000

414,000

293,000

7,184,959

2018
Kshs

677,070,037

8,038,959

2017
Kshs
963,676,066

44

ANNU

Ilental Income
'l'cndcr Sales

Misccllancous incomc

Total
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9

perating !)xpenses

Use Chargcs

of Spccial izcd Materials

Of Watcr Asscts

l0

Cost

s and Wagcs

I-cavc Allowancc

r Stafl'Allowanccs

Training

ity

'otal

1l

l)xpenscs

lilectricity

Vchicles lnsurancc

scttlcment cornpcnsation

urity Expcnse

201tt
Kshs

390,799,366

17,285,524

18,285,720

65,511,464

491,882,074

2017
Kshs

356,550, I 90

21,122,838

27,174,631

52,554,140

457,401,799

2018

Kshs

I 90, I 60,378

2,358,865

9,397,694

19,575,308

5,796.453

227,488,698

2017

Kshs

183,026, I I I

2,235,556

7,774,225

6,583,531

I, I 09,808

200,729,231

2018

Kshs

775,s80

2,945,082

2l ,718,254

t2,790,797

38,229,7L4

2017

Kshs

403, I 87

6,s96,614

8,485,177

10,202,701

25$87,679otal

45
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l2

P ,jcct Costs

u Projects

all dams and [)ans

[)am

mitigation

lization

kani - Kiddp project

Proj ects

Proj ects

Projects

l3

F'inancc Cost

Irinancing cost

t4

nistrative Ilxpcnses

Fax, Intcrnet, Courier & Ilrnail

velling and accommodation- local

velling & accommodation foreign

Allowance
ubscription to newspapcr & magazinc

rtising & Publicity
show and Uxhibition

20ltt

Kshs

207,975

1,475,265

151,109,424

132,825,455

3,024,400

0

3,9s0,846

27,625,980

31,534,279

351,753,524

20ltt

Kshs

72,169,028

2017

Kshs

12,905,514

I 8,881,719

98,128,384

92,089,843

0

4,499,542

52,856,621

27,824,792

89,299,532

386,485,945

2017

Kshs

l5l,296,766

2018

Kshs
1,919,569

29,359,570
0

1,436,273

68,623

4,933,274

3,752,533

0

2017

Kshs
2,854,237

37,793,331

3,024,436

496,855

13,614,064

0

49,929,924orld llank Opcrations

46
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Water l)ay
transport cquipmcnt & machinery

ol'fice supplics

cxpcnses

ity

Lubricant
fccs & related cxpenses

charges

prolessional scrvices

lccs

expcnscs - vchiclcs

ol'officc furniture &

of bui[dings & stations
Clinic Iixpensc

officc

rd llxpenscs

Allowanccs

l5

4,891,099

288,050

5,393,028

952,645

I,653,138

0

6,534,615

16,960,732

1,205,358

76,228,421

0

4,090,845

45l,7ll

1,506,155

517,283

2,451,804

170,143,747

334,738,473

2018

Kshs

15,449,173

0

15,449,173

166,500

3,876,739

19,568

I ,890,5 l4
400,000

5,194,700

5,964,055

390,449

182,940,486

1.172,760

7,414,614

1,222,399

736,612

740,000

3,528,03 5

172,173,020

495,543,297

2017

Kshs

24,169,510

487,200

24,656,710

ANNUA

I)cprcciation
.TO'I'AI,

I-lonoraria

.I'O'I'AL
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and Cash Equivalcnt 2018

l6

P

197,962,970

25,503

17,543,495

83,883,455

15 1,468

449,079,271

21,732,957

12,875,539

12,534,892

785,789,550

2018

Kshs.

3,431,177

0

408,814

0

3,939,991

2017

257,009,577

931,616

35,093

4,306,707

63,755,736

109,478

42,069,434

678,332

187,472

385,205,114

r 00,969

0

0

29,641,528

784,031,057

2017

Kshs.

4,081,798

0

1,361,471

0

42,500

101,3 l5

3,840,000

9,427,084

repaymcnt

llank IDA - 4376K11.

Mitigation
inistration Fees

orld Llank - AIr
Dcbt

ulk
ualization

KISSIP

t7

. [)ipcs and [)ittings

icals

,Fax

Maintenancc Motor Vchiclc

Gcncral Officc Supplies

I)rought Col lapsible'l'anks

'I'otal

ANNUA

NO't'tl

Cash

Dcvclopmcnt
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18

, Plant and F)quipmcnt

l.and

'l'otal

Iiu rn it u re
and
Fittinqs

\\'Ntc r
llquirrmcnt

\\'ater
I nfrastructu rc

(lomDuters
Officc
llquipmcnt

N{otor
Vch iclcs

I ,080, I 72, I 25 I 50.000 l,72 t,825,1J217,(rlt5,{61 3tl(r,09J,55(rl(tJ,7 3(t,212 37,l(tJ,72l J6,82.t,J57
nsat
I 7 20I

r ,21 7,{09,0091.291,900Addition s 98,291,28()

t 50,000 I ,82 I ,{ 1.1,6 I 217.685.-l6l 386,091,556 r,0tt0,l 72, r 252(t2,030,492 Jtt,.lsti,62l J6,{t21,Js7
As at 30

20t6
6

|.678.229,3941.624.681 ,02452,010,710907,860 629,800n ddiri

t 50,000 3,.199,6tJ,0()6.tJ8,I0{,266 2,70{,853, I {9J9,366,{8 r J7,{5,1,157 I 7,685,.16 t
.,\s at
J0.6.20 t7 262,030,192

9,821 ,'70'752.432 7,265,466I,827,809 676,000.\ddiri 0ns

2,70.1,85J, r 19 150,000 J,509,165,7 l3l7 ,7 31 ,ll1)3 {.15,J69,732)llt 2(r2,0J0,{92 .l l ,l9{,29(} J8,1 30,1 57
.\s at

l)c p rt :cirlion

329,209,71227,00"t,t0J7,816,125 l(t2,1)99,6798tt,667,J06 30,855,5J5 r r,866,591
As at

t72( )16

I J5,757,07827,001,J01I,{35,JIt8 42,697,537
Ibr

51,020,54ti 6;736,62'7 1,862,675

{6{,96(r,tl205{,00lt,6069,2s t,7lJ 205,697,216r { l ,687,1t5.1 37,592,162 l(t,'129,269t6
,\s

172,t73,02049.053;764 6'1 ,62t,3294.tt43.98u 1,435,387
lbr

48,4{i4.298 '734,254

637, t J9,8.1()25,1,750,9110 l2l,(t21),935J8.-t26,.1r 6 21,573,257 l 0,6tt7, r 002017
,\s

1 90,1 72,1 52
170,113,71'7

{9,353,720 67,62t,32.)1,092,051 692,890
lbr

car 17,2111,770 r,9u,9tt7
807,2tiJ,586

30{,10,1,700 I89,251,261t9..125,.10J 25,665,108 I r,J79,990
,\s ,l

.201tt 231,15(t,922

hook
uc

I 50.000 t,356,447,792I 80.396.340 l ,026, l 63,5 l920.095.08ti 8,433,7 481 20.342,638 866.459l6
at

2.583.223,214 I 50.000 2,862,504,t666.998.361 1 83,353,2U61,040.065 I 5,880,9003 .6.20t7
at

7 r,858,340

2,702.u12,1262,51 5,60 I ,lttts t 50,0006,J57,90J r.l | ,265,0J2I,7(rll,8tl7 t 2,.164,819rtJ

at
2{,573,570

49
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l9

In Progrcss

blr

Bank Inlormal

Ilank - wsp

Ilank - Ilulky

d Ilank - Drought

Bank {apital Works

Ilank wip Baricho

Bank wip msa lot .2

Bank'laveta

Bank Scwaragc

Ilank Kibokoni

OT ld Ilank tlura

orld []ank Wajir Dadaab

orld Bank l]aricho Lot 3

to Water Inlrastructurc

2018

Kshs.

5, 158,385,917

57,709,095

100,170,342

109,309, 140

369,516, I 1 I

4,605,832

250,371,661

265,042,162

5,086,036

70,531,467

17,099,630

5,004,707

184,228,009

849,540,817

0

7,446,600,,926

2017

Kshs.

4,957,780,977

| 15,031,232

98,683,400

125,268,274

244,846,957

47,127,047

288,979,679

247,240,320

75,928,274

97,795,283

14,848,010

17,416,236

0

452,121,252

(1,624,681,024)

5,158,385,917

50
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20

2018

Kshs

and C)ther Ilcccivables

Water and Seweragc Company Ltd 1,359,401,344

501,326,555

585,294,551

417,589,376

479,722,304

1l ,057,729

864,000

537,641

4,398,045

1,375,575

7,457,919

3,369,025,069

201 8

Kshs

1,038,527,390

1,433,761

52,453,858

108,335,659

1,200,750,668

2017

Kshs

I,319,455,995

466,207,577

526,107,235

354,543,1l2

411,412,349

8,356,686

1,844,199

4,999,952

2,486,557

5,386,485

3,100,800,147

2017

Kshs

977,105,719

5,319,720

54,587,916

92,741592

1,129,754,947

indi Watcr and Scweragc Company Ltd

ifi Mariakani Watcr and Seweragc Ltd

walc Watcr and Sewcragc Company Ltd

vela Water and Sewerage Company Ltd

Watcr and Scwcragc Company l-td

Water and Scwarage Cornpany

lary Advances

Prcpaid Intcrnet Scrviccs

Prcpaid Medical Cover

Prcpaid Motor Insurancc

Stalf Imprest

'to't'AL

2t

'I'rade and Other Payablcs

Crcditors

Audit Fecs payablc

Paymaster General

LJkulima and Other Dcductions

TO'I'AI,

51
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xbrn zz

/

/

{orld l}ank Loan

201 8

Kshs

9,191,715,426

I .450,931,17 1

821,610,413

11,464,257,010

2017

Kshs

6,753,636,870

1,672,644,724

765,433,832

9,191,715,426

I}/I:

isbursemcnts

isburscmcnt [)ircct

O'I'AI,

F'in

and
envi

Financial Risk Managemcnt

angial Ilisk Managcmcnt Objcctivcs and Policies

CWS considcrs risk managcment to be an integral part of good managcment practices and a

signifi aspect olcorporatc govcrnancc. Ilflective managcmcnt of risk will contributc towards
ent of thc lJoard's objcctivcs

'l'he rd's approach to risk managcment is bascd on risk govcrnance structures, risk managcment
risk idcntification, mcasurcmcnt, monitoring and reporting.'fhc risk management policiespolic

stems arc reviewcd regularly to ensure they arc in tandem with the micro and macro

mcnt, regulatory guidelines, industry practice, markct conditions as well as the services

o

't'h sk management I'ramework capturcs the I'ollowing among other things:-S

l]oard's risk appctite and parameters;
Iloard's risk matrix that highlights the rating of risks;

't'hc rc of'managing risks and accountabilitics;
proccsscs, proccdurcs and reports that managc risks;
mitigating lbctors, prcvcntion, contingcncy plans and controls.

'l'hc Iloard's corc business involvcs major cngagcments with financial transactions and processes

whi posc ccrtain risks. '['hrcc typcs of risks arc rcported as part of thc risk profile namely

l, strategic and business continuity risks.

i) onal risks arc cvents, haz.ards, variances or opportunities which could influcnce the

of thc Iloard's compliancc and operational objectives.

ii) risk is a significant uncxpcctcd or unprcdictablc change or outcome bcyond what was

into thc organization's stratcgy and business model which could havc an impact on the

ll

ty's performance.

Busincss continuity risks arc those events, hazards, variances and opportunities which could

52
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influencc thc continuity of thc cntity

Onc of thc kcy risks thc Uoard has identified in both the opcrational and stralegic areas is the

sustainability of the Administrative lee receivable in the provisions of the Water Act 2016
Irinanciaf risk as dcfined in IPSAS l5 and the managcment thereol, form part o[this risk area.

'l'hc Merrnbcrs of thc lJoard have the overall responsibility for the cstablishment and oversight of
thc Board's risk managemcnt framcwork. 'l'he Board has delcgated its risk management to the
'Audit {nd ltisk Committcc'. Onc of the rcsponsibititics of this committee is to review risk
rnunagelrent stratcgics in ordcr to cnsurc business continuity and survival. 'fhe Board's exposure

to risks, its objectives, policies and processes flor managing the risk and the methods used to
mcasurf it havc been consistently applied in the years presented, unless otherwise stated. The

[loard {ims therefore to achieve an appropriate balance between the risk and return and minimize
potentihl adverse effects on its financial performance.

't'he firfancial managemcnt objectives and policics are as outlincd below:-

(a) Liquidity Risk

Liqui{ity risk is thc risk that thc lJoard will not havc sufficient financial resources to meet its
obligdtions whcn thcy lall due or will havc to do so at excessive costs.'I'his risk can arise from
mismatches in the timing of cash flows from revenue and capital/operational outflows, assets and

liabilities according to thcir rnaturity profiles and can occur where cash flow streams have been

disco[tinued, etc.

'l'he objective of the liquidity and funding management is to ensure that all loreseeable operational,
capitft and loan commitment expenditure can be met undcr both normal and stressed conditions
and dhe mismatch is oontrolled in linc with allowable risk levels.'l'he Board has adopted an overall
balance shcct approach which consolidates all sources and uses of liquidity, whilc aiming to
mailtain a balancc bctwcen liquidity, cash flows and interest rate considerations.

Thcll]oard's liquidity and lunding managcment process includes:-
. Pfojecting cash flows and considering the cash requircd and optimizing the short term

reqrlrircments as well as the long term funding,
. Maintaining balance shcet liquidity ratios,
. ]vfaintaining/soliciting for a diverse range of funding sources with adequate back up facilities,

M
M

anaging the concentration and profile of debt rnaturities, whcre applicable,
aintaining liquidity and lunding contingcncy plans.

(b) Market llisk

Market risk is thc risk that thc lair valuc of luture cash flows of financial instruments will fluctuate

because ol changes in loreign cxchange rates, prices and interest rates. 'l'he objective of markct

risk managemcnt policy is to protcct and enhance the Statements of lrinancial Position and

p0rlorrnance by managing and controlling market risk cxposures within acceptable parameters, and

to optimizc thc lunding of business opcrations and facilitatc capital expansion. 'fhe Board is
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cxposed to the lbllowing market risks:-

(i) Currehcy Risk
'l'hc currqncy risk is minimal as most olcash and cash equivalents held with banks are dominated
in Kenyq Shillings.

(ii) Pricd Risk
'l'hc revenue source lor CWSI] is the administrative levy which is denominated in Kenya Shillings.
'l'he exposurc arises whcrc thc contract priccs are dcnominated in lorcign currencies for the

developfnent I'unded projects. 'l'his is mitigated by enforcing direct payments so as to reduce the

cxposure. Price risk is thcrefore rated as minimal.

(iii) Inlerest Rote Risk
'l'hc lJoard's financial condition may be adversely afl'ected as a result oflchangcs in interest rate

lcvels.'l-hc intcrcst rate risk is rninirnal as the l]oard docs not have any borrowings.

(c) Opcrational ltisk

Opcrational risk is thc risk of direct or indirect loss arising l'rom a wide variety of causes associated
with t[re []oard's processcs, pcrsonnel, technology and infrastructure and from external lactors
other than crcdit, markct and liquidity risks such as legal and regulatory rcquirements and generally
acceptable standards olcorporatc behavior,

'fhe Board secks to ensure that key operational risks are managed in a timely and effective manner

throufih a l'ramework ol'policics, proccdures and tools to identify, assess, monitorand report such

risks.
'[he []oard's objcctivc is to managc operational risk so as to balance the avoidance of financial
lossds and damagc to thc Board's reputation with overall cost effectiveness.

Relaled Pirrtl' I]:rliutces

Naturc of relatcd party rclationships

Entities and other partics rclated to thc entity include those parties who have ability to exercise
corltrolor exercise significant influencc over its opcrating and financialdccisions. Relaled pa(ies
include management personne l, their associates and closc farnily members.
1'hc cntity is related to:

i) 'l'hc National (iovernmcntl

ii) Ministry of Watcr and Sanitation;

iii) Watcr Scrviccs l{cgulatory l}oard

iu) Watcr Scrvicc Providcrs;

v) Key managcmcnt;

vi) Iloard ol directors;
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