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NTI'I'Y INI.'ORMA'tION AN I) MANA(; T]MIiNT

formation

was incorporated in November 2005 under the company's Act CAP 486 and it is also

r the state corporations Act CAP 446. Under devolved function, the company is a

ent Corporation. The water companies were formed under the water Act of2002

w Water Act of 2016.

Director is responsible for the day-to-day running olthe organisation and is

the board ofdirectors who guides the Company. The Board of Directors are

anaging director.

it ies

[ctivity of Kitifi Mariakani Water and Sewerage Company is to Supply Water to the

ilifi south, Ganze, Rabai, Kaloleni and parts of Kilifi North sub counties

who served the enlity during the year were as follows

raha Bcncdict

Mwasambu

Chilumo

Kombe

Nzai

N galc

John

ana Muhhamad Member

n1 Membe r

cretary

sociates Advocates

Datc of appointment

l4tr' N4ay 201 9

l4th May 2019

l'tApril 2014

l'1 April 2014

l4th May 2019

l4thMay 2019

l4thMay 201 9

l4thMay 2019

l4thMay 2019

Position

Chairman

Member

Member

Member

Member

Member

Member

't he

refonsible (r formulation of the strategic plan and policies olthe Company. A team olmanagers
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[. 'I'HE ()AI{l) ()}' t)llil.l("1 ()lts

PHOT0 PROFILE

Director Benedict Furaha is the Chairman of the

Board of Directors, he was bom on 25u December,

1975. He holds Bachelor's Degree in Arts

corporate communication and political science. He

has l6 years of work exPerience.

Director Pole Mwasambu was bom in 1956. He

holds a Diploma in Agricultural Education. I-Ie has

37 years of work experience and he is a retired

administrator.

Mvasco Po N4 rvasarrbu

Director Zena Salim was Bom on 12 January

l959.She holds a Diploma in Arts and Craft and a

Certificate in Child Counselling. She is a reknown

Businesswoman in Kilifi County. She cunently the

Chairtady of Audit committee. She has a wealth of

experience in entrenuershiP.
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RIAKANI WATER AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YF:AIT ENDED 3O'I'JUNE.20I9

Director Benjamin Chilumo was bom in November

1973. He is the County Government of Kilifi Chief

Officer Finance. Appointcd as a director in October

March 2013. He holds a Bachelors' Degree in

Commerce and a Certilled Public Accountant. He

is member of lnstitute of certified public

accountants of Kenya (ICPAK)

u h l{as Mukwana
hhamad

g. Sam gari Konrbe

Director Rashid Mukwana was bom in 16th Aprit,

1975. He holds a Diploma in Teaching Arabic and

Islamic Studies. He is currently the executive

officer of Supreme Council of Kenya Muslims

(SUPKEM) in Kilifi County and has a wealthy of

experience.

Engineer Samuel Kombe was bom in August 1973.

He is currently the Chief Officer Water in the

County Govemment of Kilifi He holds a Bachclor

of science in Agriculture Engineering and has l4

years' experience.
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Director Beatrice Nzai was born on 30s Dccember,

1957. She holds a Diploma in Education

Management. She is the Chairperson of Technical

and Commercial Committee. She has 33 years of

work experiencc and she is a retired Teacher

Director Margaret Chizi was bom on 106 July,

1975. She holds Maslers in Education, Leadership

and Managemcnt. She is a teacher by profession.

She is cunently the chairperson of finance and

administration. She possess a wealth of experience

in teaching profession.

AN

Bsatrice Jum

Margaret C Ngale

Director Christine Nzara on 24th December,

l970.She holds a K.C.S.E Certificate and

Computer I-iterate. She is a re-known business

woman in Kilifi County. She has a wealth of

experience in entrepreneurshiP.
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Managing Direclor Born on l6 Januaryl983. Mr.

Mwarua joined the company in January 201 6 as

Technical and Operation Manager and thereafter

appointed as the Managing Director in July 2017.

He holds a bachelor of technology in chemical and

process engineering from Moi University. He is

currently pursuing Masters oi Business

Administration (Management Science). Mr.

Mwarua worked as process engineer with Kenya

Petroleum Refineries Limited for 6 years.

.1

I
a

1

:.8



I

TI

KII-IFI MA
ITEPOR'TS AND

RIAKANI WATER AND SEWERAGE COMPANY LIMITET)
FINANCIAL STATEMENTS FOR THE YEAR ENI)ED 3OIh JtJNE, 20I9

IlI. MANAGEMIiN'l"l'llz\M

Managing Director

Until his appointment as Managing Director, he was

also in-charge of Technical & Operation Portfolio.

Mr. Mwarua joined the company in January 2016. He

holds a bachelor of technology in chemical and

process engineering from Moi University. He is

currently pursuing Masters of Business

Administration (Management Science). Mr. Mwarua

worked as a Process Engineer wilh Kenya Petroleum

Refineries Limitcd

Hezekifh Nguma Mwarua

Internal Audit Manager

Alfred Janji is the Intemal Audit Manager. Bom in 8

January 1984, Mr. Janjijoined the company as

Rcvenue off,rcer in 2009. He has risen through the

ranks to his current position of lntemal Audit

Manager. Mr. Janjiholds a Diploma in personnel

management from technical university of Mombasa.

I Ie is a certified Public Secretary CPS (K). He is

currently pursuing a bachelor ofbusiness

management at Moi University. I{e also holds CPA
Alfted Dume Janji Part II.

Commercial and Business Development

Manager:

Ernest Chea is the Commercial and Business

Development Mzurager. Born in 6th August

lgT8.Cheajoined the company in 2018. He holds a

bachelor of science in economics' He is currently

pursuing a master's degree in economics at the

university of Nairobi.
!golo
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IIuman Rcsources And Atlministration Manager:

Fatuma Mwidadi is the Human Rcsources &
Administration Managcr. Born in 1988. She joincd

the company tn 2012 as I Iuman Resources &
Administrative Assistant and rose through ranks to

the current position. FaIuma graduated from Kampala

Intemational University, Uganda. She is also member

of the inslitute of Human Resources of Kenya. She is

cunently doing a Master of Business Administration

at the Pwani University. Prior 1o joining the

company, F'atuma had worked as administrative

ofllcer with Grout and Shot Crete Construction

Company.Fdtuma M

Bencdict tana Ngumbao

TECHNICAL & OPERATIONS MANAGER

Enrmanucl Karavina is the l'echnical & Operations

Manager. Born in 1975. He joined the company in

August,20l7. lle holds a Master ofScience in sustainable

cngineering renewable energy systems and the

environment frorn University of Stratlrclyde, Glasglow'

Mr. Karavina had worked as thc project manager at

Empro Electrical and Mechanical Engineers Ltd.

il
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Finance Manager,

Benedict Katana is thc [iinance Manager' Bom in 21tt

December l98l.Hc joined the company in 2018. lIe

holds a bachelor in business management (financc

and banking). tle is a Certified Public Accountants ol'

Kenya and a member of Icpak.He worked rvith the

County Govemment of Kilifi as a principal

Accountant at the County treasury. He is currently

pursuing a master's degree in finance at Technical

university of Mombasa
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RIAKANI WATBR AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEM I]N'TS FoR'TIIE YEAIT ENDEI) 3O'h .IIJNE, 20I 9

Procurement Managcr

Ismail Juma Sadikini is the Procurement

Manager.Bom in 21" July l990.He joined the

company in 2018. He holds a bachelor in Commerce

(procurement & supply Chain Management). He is

currently pursuing a masler's degree in strategic

management at Kenyatta University. He is also a

member of CIPS & KISM' lle had worked at Kilifi

counly assembly as a procurement officer
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IAKANI WATEII ANI} SE,WE,IIAGE CO]\'IPANY LIMITED
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N,IAN'S S'I'A'TI.]M EN'I'

Water and Sewerage Conrpany is one of the two Water and Sewerage Companies in Kilifi

wholly owned subsidiary of the County Covernment of Kilifi under lhe new Constitutional

e core mandate of the Company is to efficiently and suastainably provide safe and adequate

ents of Ganze, Kaloleni, Rabai, Kilifi Sounth and Parts of Kilifi North sub-counties in order

mic growth.

only 50% ol its demand. There are deliberate efforts by CWWDA through various projects

ld Bank and other Development Funding Agencies to increase the volume of water supply to

's area of operation.

Watcr bcing

u'0ler projec

'l'ho Company enjoys a vcry rvilling to pay customer base and all eflbrts need to be directed towards

maintaining c tomer confidence. However, the Company is cunently not able to meet its demand, as the

waler it receiv from the two sources; Mzima and Baricho-Nguu Tatu Pipelines both managed by CWWDA

is lblc to se

rur{aea ty w
KIMAWASC

jdevolved function, the County Government of Kilifi has also ambitiously invested in several

lwithin KIMAWASCO's area of opcration, which has greatly improved on the Company's

witcr covera from 55%o to 68% in the past 4 years. A lot more still needs to be done on development of

ter infia cture. The Company has engaged the County Government of Kilifi and other Development

A8cnclcs ln habilitation ol'the old and dilapidated water supply infiastructure which has been a major

high water loss through lcaks and bursts that thc company experiences; the Company's Non-

r level standing at 5 loZ for the year ended 30'h June 20 19.

The Board o t)ir".torr in March 2018 adopted meter management, new colneclions and commercial policies

tfat will gi guidance in tackling commercial part of the company's NRW. The Company's Strategic PIan

n 30 June 2017 and the Board of Directors put its foot down to dcvelop a new strategic plan foralso cxpiled

the Clornpan 112017-20221

Duc to thc !ing cost of living occasioned by high inflation, high cost of energy/fuel and increased cost of

s, the Cornpany was in September granted a new tariff in ordcr to be able to cost cover in the

the 3rd year of the new tarilf period. KIMAWASCO is vcry- grateftrl for the considerable support

d from its cuslomers and all stakeholders and promises to be more accountable in it pursuit to

tter services.

c{nrributor

Rfvenue W il

CIIAI

enedict

E

N

uel Furaha

IV. CHAI
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RIAKANI WATEIT AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEMENTS FOIT THE YEAII ENDI]D 3O'h JUNE, ]OI9

Iil.l
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I) IIT OF TIIE ]\{ANA(;IN(; I)IIIECTOR

O operates in Ganze, Kaloleni, Rabai Kilifi South and parts of Kilifi North Sub-

a total operating area covering about 4,998 square kilometres. The water supply

urrently at 68%, which mealls a big area still has no access to clean and sal'e water

s due to unavailability of'pipe networks. The County Govcmment of Kilifi and other

i:s have and still assist the company in water supply network expansion to increase on

Iy coverage and reach to areas that have no water pipeline connectivity.

hA.a f O June 2019, the company received 9,796.476 m3 of water from CWWDA at a

192$42p40. 'l'he company then billed a total volume of 4,815,789 m3 to its cuslomers

a billed amount of Ksh. 498,539,925. This was however, below the Ksh' 561'786,962

for the year.

is stilt grappling with the challenge of high non-revenue waler level, which slood at

year ended 30th June 201 9. This was a 2%o increasc from the 49o/o level in the previous

a sector benchmark of 25o/o. The high NRW level in KIMAWASCO is majorly

old and dilapidated water supply network that has outlivcd its useful Iife and thus it is

s and bursls, lllegal water connections and old inaccurate & stalled meters that are not

customer consumPtiolls.

o has approached several <lonor agencies and the County Govemment ol Kilifi to

the replacement of these dilapidated water supply inf'rastructure, which require heavy

me pipeline networks have been built on thus exposing thenr to illegal water use.

has piloted on creation of District Metered Areas to enable it ciury out waler balance

nce e C!^tively monitor its water supply to customers, and be able to point out at areas where it

ts r. Due to the heavy financial requirement in carrying oul DMAs, the company has

dto y out this in phases; targeting to zone the whole network by end of FY 2019120

o adopted modern technology of meter reading to reduce losses due to errors on meter

Ithus enhance its billing and revenue as well as reduce on the NRW. Within its sma

ompany has embarked on a strategy to servicc stalled mcters and replace all non-

serviceable meters to reduce on water losses throuSh estimated billing of customer

ll

ctional

ounts.

e comp y has also ibrmed a NRW/lnspection leam that carries out inspections of customer

t have stayed on disconnection for a long lime to detcr water theft

9

NS
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RIAKANI WATER AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEMENTS FOTT THE YEAR F,NDED 3O'h JUNE, 20I9

se through chiel's' barazas.

ty and fuel cost for pump stations pose a greal challenge to the Company's operations;

operates 16 pumping units to lift water to reach to its customers in far and raised areas.

al on altemative sources of energy for these pump stations have been done to source

g in order to implement green technology in the water pumping systems which will

ce on the company,s operating costs but will also increase the reliability of water

e systems which will ultimately have a positive impact on the company's bottom line.

iah N Mwarua

ANAGI l)il{Ii('r'olt

partnered with the Kenya Police in carrying out door-to-door inspecticn of households

liegal water use and with local administration to sensitize the public on reporting of

I1

l0
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RIAKANI WATER AND SEWERAGE COMPANY LIMITBI)
FINANCIAL STATENTENTS FOR TI{E YEAR ENDED 3()I!"IUNE,20I9

POIIATF] (;OVN,RNANCE STATEMENT

emance is the process and structure by which compenies are directed, controlled and

ble in order to achieve long-term value to shareholders taking cognizance of the

of her stakeholders. The Board of Directors of KIMAWASCO is responsible for the

f the Corporation and is accountable to the shareholders and stakeholders in ensuring

ralion complies with the laws and the highest standards of business ethics and

rnance.

the Board attaches very high importance to the generally accepted corporate

ctices and has embraced the intemationally developed principles and code of best

od corporate governance.

I ors

iunctions of the Chairman and the Managing Dircctor are distinct and their respective

are clearly defined within the Company. The Company's Board comprises of Nine

ho are non-executive directors including the Chairman. 'fo maintain the integrity of

dures of the company, the board of KIMAWASCO has established an Audit commitlee

IS tory). I)ue to the volumc of issues to be dealt with on a continuous basis and which

quately clealt with by the Boar<l itself', The Finance and Administration Committee of

echnical committee of the board were also established as outlined in wASREB

gulations

fines the Company's strategies, objectives and valtles and ensures that procedures and

set in place to ensure effective control over strategic, financial, operational and

ssues. Except for direction and guidance on gencral policy, the Board delegates

ts day-to-day business to the Management through the Managing Director. The Board

6 responsible for the stewardship ofthe Corporation and assumes responsibilities for the

ol over the company. The Company secretary attends all meetings of the Board and

oard on all corporate governance matters, prevailing statutory requirements and

the lcgislation and new rcforms in the water sector as appropriate'
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RIAKANI WATER AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEMENTS FOR TIIE YEAR ENDED 3O'h JUNE,2OI9

gs

meetings on a regular basis while special mcetings are called when it is deemed

so. The Board held four (4) regular and four (4) spccial meetings during the year

s the Corporation is a State Corporation, the Inspector General of State Corporations

ttend meetings ofthe Board and Board Committees for oversight and advisory

ordance with the State Corporalions Act.

f the Board
set up the following principal Committees that meet under well-detlned terms of
y the Board. This is intended to facilitate efficient decision making ofthe Board in

duties and responsibilities.

isk Management Committee

ip of the Audit Committee is comprised as follows

- Chairperson

wa Nzai - Member

le Mrvasambu - Member

assists the Board in fttfilling its corporate govcrnance responsibilitics and in

cial statements befbrc submission to the Board fbcusing on changes in accounting

liance with lnlemational Financial Reporting Standards and legal requirements

e effectiveness of the intemal audit function.

ight on internal conlrol systems

make recommendations regarding the Company's budgels, financial plans and risk

[he extemal auditors.

held eight (8) regular meetings and no special meetings in the year under review'

d Administrations Committee

hip of the Finance and Administration Committee is comprised as follows:

hizi Ngale - Chairperson

kwana Muhan.rmad- Member

i Chilurno - Mcrnbcr

zara J ohn-Nlcntbcr

ll
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Commcrcial committce

wa Nzai-Chairperson

wana Muhammad-Mcmbcr

be Ngari

reviews and provides recommendations on issues relating to all human resources

ng, career progression, performance management, training needs, job transfers, staff

aff placements, promotions, demotions, discipline and slaff welfare. The Committee

d in lulfilling its oversight responsibilitics rclating to the Corporation's finance,

d technology, procuremcnt, investment strateS,ies, policies, projects and relatcd

held eight (8) regular meetings and no special meeting in the year under review

ent and lntcrnal Controls

on has <Jefincd procedures and financial controls to cnsure the reporting of complete

ccounting inlbrmation. These covers systems for obtaining authority for all

for ensuring compliance with the laws and rcgulalions that have signilicant financial

n reviewing thc cllcctiveness ofthe internal control syslem, the Board lakes into

ults of work carried out to audit and review thc activities ofthe corporation. The

iders the management accounts for each quarter, repo(s from each Board

ual budgetary proposals, major issues and strategic opportunities for the Company

strategy in achieving its corporate goals, the Board ensures that an optimal mix

retum is maintained. To achieve this goal, a risk management and govemance

s been put in place to assist the Board in understanding business risk issues and key

ndicators affecting the ability ofthe Company to achicve its objectives both in the

tcrm

recently reviewed its strategic plan and aligned to the realistic operational environment

the mission and vision, core values were revised to take into this account'

the company is set to be regislered anytime now by the Registrar of companies to

shareholding portfblio as stated hereundcr;

AII
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KILIFI MARIAKANI WATEII AND SEWERAGE COMPANY LIMITEI)
REPoItTS AND FINANCIAL STATEMIiNTS FOR'I'IIT: YEAR T]NI)ED 3t)Ih.'UNE,2(|I9

VII. NIANA(;EMENT DISCUSSION ANI) ANALYSIS

(r) SteIIlOn Contract
I

OWing db end ofthe fourth Quarter the number of staff reduced from 211 to 204 because seven

rtuhr.tirlJd.

l'able I

b) productidh, billed volumc, NRW, Billed amount CWWDA and Billed Revenue Amount.

DUring the year uncler rcview, thc company registered watcr production ol 9,796,476 ml of rvater

compiucd fo lhc previous year's 8,907,256 m] of water.'fhe Increase represents l0 %o increase in

production. Thc comparable yearly productions translate cost of water/sales of kshs 192,842.040 and

kshs180,543,303 for thc years 2019 and 2018 respectively. The conpany registered an increase in

volume of Warer it billcd its customcrs tiom 4,580,459 mr in 2018 to 4,815,789 mr in 2019; an

increase of approximately 570. Non-Revenue waler incrcascd from 49Yo in 2018 to 5lo/o in 2019.

Among thc $y issues, management noted was high estimated bills slapped to the water utility by the

water servich boarrl. An aspect of a long-standing issue of watcr production billed on Kilitr

tr4ariakani \tater but consumed by the neighbouring watcr utility. Thesc have resulted in an

accumulated liabiliry on thc bulk watcr suppty. 'l'he company has requcsted for a rer:onciliation ofthe

figures bulk Water purchase figures so that the ligures in the company's books are in harmony with

those held by Coast Water Works Dcvelopment Agency. Iror more details, refer to table 2.

NO. OF STAl't' QUAlll'ER I QUARTER 2 QUAR'I'ER 3 QUARTER 1

Permanent

Contract

197 t97 191 181

l4 14 l3 13

Management Contracl (r ) 7 7

TO'I'AI, 217 216 2lt 201

l5
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'f ahlc 2

Produ ninmJ \R\\ Billcd Anlount C$WDA

20t t-2019

Kshs lJilled Amount Ks hs

20 r7-20 t8 ,0t8":0r9

s

fhe Craph Shows Coparative Figures for Billed Revenue fot the
Year 2018 and 20L9
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Numbcr f Connections

ear under review, the company recorded an overall average growth in the nurnber ofuring the

nnectlo f 9% in comparison to the year 2017 -2018. 'fhe company ended the year 2018-2019

tha increase in thc number of connections of 22,27 6 compared lo 20 
'298 

in 2017-201 8.

Risks

Sustaina litY

rnajor lacing the company is lack of sustainability, this challenge is a function of many

tors a among many is high cost of operations, Ioss of water through bursts and leaks and

egal ons. The management has put in place cost cutting measures to reduce on cost to

vc the pany to sustainability. Among the cost cutting measures including putting a caveat on

ploying stafl, enhance budgetary controls.

Change in No. of
connectionsNo, of Conncctions

% ChangePe r Qtr.2018-20t9Ycar 20 t 7-2018

8%|,473I 8,621 20,094A.verage Q rl
9o/ol ,79120,90412 l9,l l3A.verage Q

t0%,984l19,842 21,826A.verage Q r3
t0%1,978)) )16.14 20,298

t7
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vrrr. cotrponarc socIAL IIESPoNSIBILITY s'l'ATEMENT

KIMAWASCO has been taking part in sonre activitics geared at giving back to thc community

under CSR initiative that is anchored in a Policy adopted by thc Board. The company oflered a four-

year sponsqlship to a needy lbrmcr sludcnt of Ganze Prirnary School rvho is now at Lugulu girls in

form three; Ihc sponsorship programme is meant to promole girl child cducation in Kilili County.

The compafy takes this great opportunity to sincerely thank the diverse mix of our stakeholders in

our region lor the immense support they have given us in the course o1'our duty in serving them. We

also take gtfat admiration to the laudable efTorts taken by the County Govemment in ensuing the

ompany t'qcuses in bridging the scrvice coverage gap by the anay of water projects initiated in our

aca ol'opeiqtion. By and largc, our most valued customers who, at times cndure long nights in long

quest waiti0g for watcr at yard taps silently should never go unmcntioued for their unwavering

fxrti!'nce. Apidst all this, we are not swaycd in our pursuit to oflf'ers eflicient and effective services

and rve shall strive to colltinuously focus in addressing the inelficiencies that impede sustainable

delivery ofoftrr services lbr the betterment ofthc Kilifi rcsidents and all stakeholders.

Ilczckiah Ngunta Mwarua

MANAGING DIITE,CI'OR

Be nedict llmmanuel Furaha

CHAIRMAN

I8



KILIFI I\IAITIAKANI WATER AND SEIVBRAGE COMPANY LIMITED
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FINANCIAL S'I'ATEMENTS FOR 1'IIE YEAR ENDED JOIh JUNE,20I9

IOITT OF THE DIRIiCTORS

N,EPOIITS A

Thc directofs submit their report togethcr with the financial statemenls for the year cnded 30'h June

2019, which show the state ol'the company's alTairs.

Principal antivities of thc company

o Pranide quality and economical water and sanitation services to consumers'

. Billhg for water and sanitation services and ensure timely collection of dues.

. Rotitinely maintain water and sanitation services and infrastructure'

. Engure that standards and licensing requirements are compiled with as stipulated by the

Seruice Provision Agreement (SPA) signed with Coast Water Works Development Agency.

Results of operations

The results Of the company lbr the year encied 30tl'June, 2019 as set out on page twenty-four (24) to

twcnty-eighl (28)

Dircclors

'l'hc nrcml-r ol the Board ol'Directors who sewcd during the year arc shown on page one (l) to
. ln accordance with the entity's Articles and Memorandum of Association, the number

I\. ttEl

page four (

is supposed bc nine.

Managcmc t'l'cam

Th. munag{,r,.nt team that scrved in the organisation during the period are set out on page five (5) to

page seven

Auditors

fl. nuaitoJb.neral is responsible for the statutory audit of the company in accordance with Article

{e optte $nstitution of Kenya and the Public Audil Act 2015'

Iil
By Order o

John Advocates, ComPanY SecretarY

Mo

Date

(7

CATES

\,'-''

d

l9



KILIFI MA
ITEPOITTS AND

X. STATEMENT OF DIRECTOIIS' RESPONSIBILITIES

Section 8l ollthc Public Finance Managcrncnt Act, 2012 and section l4 of'the State Corporations

Act CAP446, require the Directors to prepare financial statements in respcct of that entity, which

give a lrue and (air vierv ofthe state ol'al1airs ofthe entity at thc end ofthe financial year/period and

the operating rcsults of the entity lbr that year. The Directors are also rcquired to ensure that the

entity keeps flroper accounting records, which disclose with reasonable accuracy of the financial

position ofthc entity. The Directors are also responsible for safeguarding the assets of the entity.

'fhe Directort are responsible Ibr the preparation and presentation of the entity's financial

stalements, wltich give a true and thir view of the state of affairs of thc entity fbr and as at the end of

tho financial ycar (period) endcd on June 30, 2019. l'his rcsponsibility includes: (i) maintaining

adcquate finAncial management arrangements and ensuring that these continue to be efl'cctive

thncughout the reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable acluracy at any time the financial position of the entity; (iii) designing, implementing and

maintaining lnternal controls relcvant to the prcparation and fair prcsentation ol the financial

stdements, atfd ensu.ing that thoy are liee from material misstatements, whether due to error or

liaud; (iv) sfeguarcling the assels of'the entity; (v) selccting and applying appropriate accounting

policies; and (vi) making accounting cstimates that are reasonable in thc circumstances.

The Director! acccpt responsibility lbr the entity's tinancial statemcnts, which have been prepared

,ring approfoiute accounting policies supported by reasonable and prudent judgements and

eslimates, in conformity with lntemational Financial Reporting Standards (IFRS), and in the manner

required by t[re pFM Acl2Ol2 and the State Corporations Act. The Directors are ofthe opinion that

the entity's flnancial statements give a true and fair vicw ol the state of entity's transactions during

the financial ycar ended June 30,2019, and of the entity's llnancial position as at that date' l-he

Directors f'u her coniirm the completeness of the accounting records maintained for thc entity,

which have been relied upon in the preparation of thc cntity's financial statements as well as the

adequacy of lhe systcms ol internal financial control.

Nothing has ome to the attention ol the Directors to indicate that the entity will

t leasl the next twelve months irom the date of this stalemcnt

RIAKANI WATEII AND SEWERAGE CON{PANY LIMITED
FINANCIAL STATEMONTS FOR THE YEAR ENI)ED 3O'h JUNE,20I9

concern fbr

20

not remaln a gorng
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tlrc financial statcmcnts.

financial slatemcnts were approved by thc Board on

n its behalf by:

.,?# /
t\ 2019

Hezekiah Nguma Mwarua

MANAGING DIRECTOR

)l

and signed

CIIAIIT}1AN
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OFFICE OF THE AUDITOR.GENENAI

E n hanc ing A cc ounta bi I i N

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O, Box Joo84-o01oo

NAIROBI

-mail: info@oagkeiya.go.ke
ebsite: www.oagkenya.go.ke

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kilifi-Mariakani Water and
Sewerag;e Company Limited set out on pages 24 to 68, which comprise of the statement
of finaneial position as at 30 June, 2019, statement of profit and loss and other
comprelbnsive income, statement of changes in equity, statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordarlce with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Prlblic Audit Act, 2015. I have obtained all the information and explanations which,
to the beat of my knowledge and belief, were necessary for the purpose of the audit.

ln my o6fnion, except for the effect of the matters described in the Basis for Qualified
Opinion Bection of my report, the financial statements present fairly, in all material
respectslthe financial position of Kilifi-Mariakani Water and Sewerage Company Limited
as at 30 |une, 2019, and of its financial performance and its cash flows for the year then
ended, irl accordance with lnternational Financial Reporting Standards and comply with
the Watef Act, 2016, the Companies Act, 2015 and the Public Finance Management Act,
2012. I

Basis fol Qualified Opinion
I

t.O pretentation of Financial Statoments
I

1.1 Sta$ments of Changes in Equity

lftepon ol $ Auditor-General on Kilfi-Mariokani llater and Seweroge Compary Linited for lhe year ended

b0 Jwe. 20th

r-l
\__-.

REPUBLIC OF KENYA

REPORI OF THE AUDITOR.GENERAL ON KILIFI-MARIAKANI WATER AND
SEWERIAGE COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

The stateinent of changes in equity for the year ended 30 June, 2019 reflects equities
moveme4f for one financial year (30 June, 2018 to 30 June, 2019) but omits changes in
equity fo1 the previous financial year, contrary to the provisions of Paragraph 38 of
lnternatiohal Accounting Standard No.1 - Presentation of Financial Statements - which
provides fhat except when IFRSs permit or require otherwise, an entity shall disclose
comparatlve information in respect of the previous period for all amounts reported in the
current p{riod's financial statements.



o
Consequently, the presentation of the statemenl of changes in equity was not in
compliance with the IFRS requirements.

1.2 Coast Water Works Development Agency Liability

As disclosed in Note 26 to the financial statements, the statement of profit and loss and
other comprehensive income reflects a liability of Kshs.28,681,849 due to the Coast
Water Works Development Agency. However, the comparative amount for the previous
financial year is not disclosed in the Note to the financial statements. This is contrary to
Paragraph 38 of lnternational Accounting Standard No.1 - Presentation of Financial
Statements - which provides that, except when IFRSs permit or require otherwise, an
entity shall disclose comparative information in respect of the previous period for all
amounts reported in the current period's financial statements. An entity shall include
comparative information for narrative and descriptive information when it is relevant to an
understanding of the current period's financial statements.

Consequently, the presentation of the Coast Water Works Development Agency liability
of Kshs.28,68'1 ,849 as at 30 June, 2019 was not in line with lnternational Accounting
Standard No.1.

2.0 lnaccuracies in the Financial Statements

2.1 Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects a deficit of
Kshs.33,962,102 which varies with the deficit of Kshs.55,790,186 reflected in the
statement of profit and loss and other comprehensive income by Kshs.21,828,084. The
variance has not been reconciled or explained. Further, the statement of profit and loss
and other comprehensive income reflects Water Services Transfer Fund grant of
Kshs.534,597 which was not reflected in the statement of comparison of budget and
actual amounts. No explanation was provided for the omission.

Consequently, the accuracy of the statement of comparison of budget and actual amounts
could not be confirmed.

2.2 Loss Chargeable to Tax

Note 8 to the financial statements reflects loss chargeable to tax during the year of
Kshs.55,790,186 against a re-casted amount of Kshs.53,784,665, resulting to an
unreconciled and unexplained variance of Kshs.2,005,521.

Consequently, the accuracy of loss chargeable to tax of Kshs.55,790,186 for the year
ended 30 June, 2019 could not be confirmed.

Report o! the Auditor-Ceneral on Kiliti-Mariakani llaler and Sewerage Company Linited lor the year ended
30 June, 2019
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3.0

3.1

Reven ue

Shared Water Meters

4.2 Unsupported Administrative Costs

As disclosed in Note 6 to the financial statements, the statement of profit and loss and
other comprehensive income reflects an amount of Kshs.301,706,312 under
administrative costs. However, an expenditure of Ksh.2,983,939 was not properly
supported contrary to Regulation 104 (1) of the Public Finance Management (County
Governments) Regulations, 2015 which provides that all receipts and payment vouchers
of public moneys shall be properly supported by pre-numbered receipt and payment
vouchers and shall be supported by the appropriate authority and documentation.

Under the circumstances, the propriety and validity of administrative costs of
Kshs.2,983,939 could not be confirmed.

5.0 Property, Plant and Equipment

The statement of financial position reflects a balance of Kshs.158,872,141 for property,
plant and equipment. However, the following observations were made:

5.1 Leated Assets from Coast Water Works Development Agency

As previously reported, included in the property, plant and equipment balance of
Kshs.158,872,141 is an amount of Kshs.34,256,900 representing assets leased from
Coast Water Works Development Agency in accordance with Clauses 3 and 4 and
Schedules F and G of the unsigned Service Provision Agreement (SPA). However,
ownership documents and valuation reports for the assets were not provided.

Consequently, it was not possible to ascertain the ownership, and proper valuation of the
leased as$ets of Kshs.34,256,900.

5.2 Motor Vehicles

As disclosed in Note 11 to the financial statements, included under property, plant and
equipmenl balance of Kshs.1 58,872,141 is an amount of Kshs.9,882,045 in respect of
motor vehicles. However, as previously reported, five (5) motorcycles purchased in the
financial year 2017h8 were registered in the name of a private company. ln addition,

E"l;X:tlfr 
Auditor-General on Kilifi-Mariakani llater and Sewerage Company Linited for the year ended

ll 3

The statement of profit and loss and other comprehensive income reflects sale of water
revenue of Kshs.498,539,925. However, records provided for audit review indicated that
five hundred and fifty-four (554) customers with a total water sales revenue of
Kshs.5,862,351 had active water meters with shared serial numbers. Management has
not explained how a single meter could be allocated to more than one customer.

Consequently, the accuracy and completeness of sale of water of Kshs.498,539,925
could not be confirmed.



logbooks for ten (10) motorcycles costing Kshs.1,970,002 acquired during the financial
year under audit were not provided for audit review.

Consequently, the accuracy, ownership and rights and obligations of motor vehicles
valued at Kshs.9,882,045 as at 30 June, 2019 could not be confirmed.

5.3 Fixed Assets Register

The statement of financial position reflects a balance of Kshs.1 58,872,141 under
property, plant and equipment. However, As previously reported, the assets register
reflected assets with a value of Kshs.33,047,157 resulting to a variance of
Kshs.125,824,984 which has not been explained or reconciled. Further, the fixed assets
register did not include the date of purchase, model and serial number of the asset, cost,
specific location, asset number, responsible official, depreciation policy, class and
category of asset as required under Paragraph 12.2.1 and 12.3 of the Company's
Financial Policy Manual.

Consequently, the accuracy and completeness of property, plant and equipment costing
Kshs.158,872,141 could not be confirmed.

As disclosed in Note 14 to the financial statements, the statement of financial position
reflects a balance ol Kshs.247,721 ,990 under trade and other receivables. The following
observations were made:

6.1 Unsupported Receivables

lncluded in the trade and other receivables balance of Kshs.247,721 ,990 is a balance of
Kshs.15,237,455 in respect of other receivables. However, supporting documents for the
balance were not provided for audit review.

Consequently, the accuracy and completeness of trade and other receivables balance of
Kshs.15,237,455 as at 30 June, 2019 could not be confirmed.

6.2 Terminated Water Connections

6.0 Trade and Other Receivables

The trade and other receivables balance also includes an amount of Kshs.108,047
relating to customers whose water connections had been terminated by the Company.
Records provided for audit review indicated that the Company had not executed formal
contracts with the customers and therefore the legal process for recovery could not be
instituted.

Under the circumstances, the recoverability of trade and other receivables balance of
Kshs.108,047 could not be confirmed.

Report of the Audilor-General on Kili/i-Mariakani llater and Sewerage Company Li ited for the year ended
30 June, 2019
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6.3 Lack of Ageing Analysis and Credit Policy

The Company's credit policy and the ageing analysis for the trade and other receivables
balance of Kshs.247 ,721,990 were not provided. Therefore, it was not possible to confirm
how long the debtors had been outstanding and the strategies put in place by
Management to ensure recovery of the same.

6.4 Unrecovered Staff Receivables

lncluded in the trade and other receivables balance is staff receivables of Kshs.128,406
due from former and current employees carried forward from prior year and
Kshs.126,000, being outstanding prepaid honoraria due since 2013. However, the
Management had not recovered the amounts advanced, contrary to Section 68 (2) (e) of
Public Finance Management Act,2012 which requires the Accounting Officer to ensure
that all applicable accounting and financial controls, systems, standards, laws and
procedures are followed for safeguarding of resources.

Consequently, the accuracy and recoverability of trade and other receivables balance of
Kshs.126,000 could not be confirmed.

6.5 Provision for Bad and Doubtful Debts

As disclosed in Note 14 (a) to the financial statements, the trade and other receivables
balance of Kshs.247,721 ,990 is net of Kshs.4,737,656 provision for bad and doubtful
debts rep;esenting an increase of Kshs.1,221,642 from the previous year's provision of
Kshs.3,516,0'14. Further, the provision for doubtful receivables was calculated al2o/o of
the gross trade receivables, contrary to the Paragraph 10.6 of the Company's Finance
and Acccrunting Manual which provides that provision for doubtful receivables be provided
al25o/o for 6-12 months, 50% for those over one (1) year and 100% for receivables over
two (2) years.

Under the circumstances, the accuracy and validity of Kshs.4,737,656 in respect of the
provision for doubtful receivables could not be confirmed.

7.0 Trade and Other Payables

7.1 Varilnce in Long Term Customer Deposits

As previously reported and as disclosed in Note 22 lo the financial statements, included
in the trade and other payables balance of Kshs.255,808,845 is long term customer
deposits balance of Kshs.49,208,661 . However, the bank account maintained for holding
customer deposits held at a local bank indicated a balance of Kshs.4,461,400 as at 30
June, 2019, resulting to variance of Kshs.44,747,261 which has not been reconciled or
explained. This is an indication that the Company utilized customer deposits amounting
to Kshs.44,747,261 on operations.

Consequently, the existence of completeness and validity of Kshs.44,747,261 long{erm
deposits as at 30 June, 2019 could not be confirmed.

Fepo1 of * Auditor-Oeneral on Kilfi-Mariakani llater qnd Sewerage Company Linited for the year ended
po tue.20tN
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7.2 Audit Fees

lncluded in the trade and other payables balance of Kshs.255,808,845 is audit fees of
Kshs.3,289,200, out of which Kshs.2,571,200 was more than one (1) year overdue. The
Management did not provide satisfactory explanation for failure to settle the long overdue
fees.

Further, the outstanding audit fees balance increased by Kshs.718,000 from
Kshs.2,571,200 (201712018) to Kshs.3,289,200 (201812019). However, the audit fee
chargeable for audit service was Kshs.672,800, thereby resulting to a variance of
Kshs.45,200 which has not been explained nor reconciled.

Consequently, the accuracy of audit fees payable balance of Kshs.3,289,200 could not
be confirmed.

8.0 Capital and Reserves

The statement of financial position reflects a negative balance of Kshs.330,366,466 in
respect of capital and reseryes. An audit review of the capital and reserves balances
revealed the following anomalies:

8.1 Ordinary Share Capital

As previously reported, the statement of financial position reflects ordinary share capital
of Kshs.100,000. The Company is registered as a Limited Liability Company with an
authorized share capital of Kshs.5,000,000. According to the Memorandum and Articles
of Association, share capital worth Kshs.36,000 had been fully subscribed and issued to
Kilifi County Government as at 30 June, 2019, resulting to a variance of Kshs.64,000
which has not been explained. Available information indicates that as at 30 June, 2019,
the County Government had not paid for the shareholding. Further, the Company had not
updated its new shareholding portfolio with the Registrar of Companies.

As previously reported, the statement of financial position reflects a liability of
Kshs.28,681,849 in respect of Coast Water Works Development Agency. As disclosed in
Note 26 to the financial statements, the balance was arrived at after deducting total assets
of Kshs.455,315,653 and capital and reserves of Kshs.301,684,617 from total current and
non-current liabilities of Kshs.785,682,1 19. However, supporting documents for the
balances were not provided for audit review.

Consequently, the accuracy and completeness of the liability of Kshs.28,681,849 could
not be confirmed.
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Under the circumstances, the accuracy of the ordinary share capital balance of
Kshs. 100,000 could not be ascertained.

8.2 Coast Water Works Development Agency Liability



8.3 Capital Reserve Fund

As previously reported, the statement of financial position reflects Kshs.50,094,019 in
respect of capital reseryes fund. As disclosed under Note 27 to the financial statements,
the balance comprised of Kshs.34,256,900 relating to the assets at formation of the
Company and Kshs.15,837,119 lor expenses incurred in the first year after formation.
However, expenses incurred during the year of formation should have been recognized
as revenue grant and not capital grant in line with Paragraph 20 of lnternational
Accounting Standard No. 20 which provides that, a government grant that becomes
receivable as compensation for expenses or losses already incurred or for the purpose
of giving immediate financial support to the entity with no future related costs shall be
recognized in profit or loss of the period in which it becomes receivable.

Further, capital reserves of Kshs.34,256,900 which relates to financing of assets during
formation of the Company was not treated in compliance with lnternational Accounting
Standard No. 20 Paragraph 26 on presentation of grants related to assets which requires
recognition of the grant as deferred income that is recognized in profit or loss on a
systemalic basis over the useful life of the asset or Paragraph 27 which requires
deduction of the grant in calculating the canying amount of the asset. The grant is
recognizcd in profit or loss over the life of a depreciable asset as a reduced depreciation
expense.

Under the circumstances, the accuracy and completeness of capital reserve fund of
Kshs.50,094,019 could not be confirmed.

9.0 Non-CurrentLiabilities

The statement of financial position reflects a balance of Kshs.526,638,909 in respect of
total non-current liabilities, representing an increase of Kshs.58,923,933 or 12.6% from
the balance of Kshs.467,714,976 repo(ed in the previous year. An audit review of the
non-current liabilities revealed the following:

9.1 Bulk Water
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As previously reported, the statement of financial position reflects Kshs.265,329,908 in
respect of bulk water. As disclosed in Note 24 to the financial statements, the total
outstanding bulk water liability was Kshs.315,671,948 of which the Company classified
Kshs.265,329,908 as non-current and Kshs.50,342,040 as current liability. However, the
Management did not provide for audit review any agreement between the Company and
the Coast Water Works Development Agency suspending immediate settlement of the
outstanding amount of Kshs.265,329,908 for a period of more than 12 months from 30
June, 2019. The Management, therefore, disclosed Kshs.265,329,908 as non-current
liability, contrary to Paragraph 69 (c) of lnternational Accounting Standard No. 1-
Presentation of Financial Statements - which provides that, an entity shall classify a
liability as current when the liability is due to be settled within twelve (12) months after the
reporting period. Further, the total amount due from the Company was disclosed as a
current liability in Coast Water Works Development Agency's financial statements.



Consequently, the accuracy and completeness of bulk water non-current liability of
Kshs.265,329,908 as at 30 June, 2019 could not be confirmed.

9.2 Licencee Fees

As previously reported, the statement of financial position reflects Kshs.249,547 ,877 in
respect of licencee fees. As disclosed in Note 23 to the financial statements, the total
outstanding licencee fees is Kshs.285,515,715 out of which Kshs.249,547 ,877 is
classified as non-current while Kshs.35,967,839 is classified as a current liability.
However, the Management did not provide for audit review any agreement between the
Company and Coast Water Works Development Agency suspending immediate
settlement of the outstanding amount of Kshs.249,547 ,877 for a period of more than 12
months from 30 June, 2019. The Management, therefore, disclosed the non-current
liability of Kshs.249,547,877 contrary to Paragraph 69 (c) of lnternational Accounting
Standard No. 1 - Presentation of Financial Statements which provides that an entity shall
classify a liability as current when the liability is due to be settled within twelve months
after the reporting period. ln addition, the total amount due from the Company was
disclosed as a current liability in Coast Water Development Agency's financial
statements.

Consequently, the accuracy and completeness of Kshs.249,547 ,877 licencee fees as at
30 June, 2019 could not be confirmed.

9.3 Deferred lncome

As previously reported, the statement of financial position reflects a balance of
Kshs.11,761,124 in respect of deferred income which, as disclosed in Note 3 (b) to the
financial statements, related to Water Services Trust Fund. However, the Management
did not provide an analysis and details of the grants received from the Fund, nor explain
how the same was utilized as a capital expenditure to justify the treatment as deferred
income in line with Paragraph 24 of lnternational Accounting Standard No.20 -
Accounting for Government Grants and Disclosure of Government Assistance - which
provides that, Government grants related to assets, including non-monetary grants at fair
value, shall be presented in the statement of financial position either by setting up the
grant as deferred income or by deducting the grant in arriving at the carrying amount of
the asset.

Consequently, the accuracy and completeness of the deferred income balance of
Kshs.11,761,124 could not be confirmed.

9.4 Un-Explained Variance for the Coast Water Works Development Agency's
Liability Balance

The statement of financial position reflects a total liability of Kshs.572,505,815 due to the
Coast Water Works Development Agency as detailed below:
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Statement of Financial Position Component as at 30
June, 2019

Amount due to
CWWDA

(Kshs.)
1 Capital and Reserves C\ ANDA Liability (28,681,849)
2 Non- Current Liabilities Bulk Water 265,329,908
J Non- Current Liabilities Licensee Fees 249,547,877
4 Trade and Other Payables Licensee Fees 35,967,839
5 Trade and Other Payables Bulk Water 50,342,040

Total owed to CWWDA 572,505,815

However, the financial statements of Coast Water Works Development Agency reflected
that the Company owed the Agency Kshs.658,879,187 resulting into an unexplained or
unreconciled variance of Kshs.86,373,372.

Consequently, the accuracy and completeness of the reported liabilities owed to the
Coast Water Works Development Agency could not be confirmed.

10.0 Going Concern Uncertainty
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The statement of profit and loss and other comprehensive income reflects loss of
Kshs.55,790,186 (201712018 - loss of Kshs.55,956,028) thereby decreasing the retained
earnings to a deficit of Kshs.351,878,636 from a deficit of Kshs.296,088,450 as at 30
June,20l8.

Further, audit analysis of the company's statement of financial position as at 30 June,
2019 revealed a working capital of Kshs.29,834,328, being current assets of
Kshs.288,877,538 less current liabilities of Kshs.259,043,2 10. However, the Company's
Management had classified bulk water of Kshs.265,329,908 and licencee fees of
Kshs.249,547,877 as non-current liabilities although the Management did not provide any
evidence or agreement suspending settlement of the amount for the next twelve months.
Had the liabilities been disclosed as current liabilities, the Company would have had a
material negative working capital of Kshs.485,043,457, an indication that it cannot meet
its current obligations as and when they fall due.

Under the circumstances, although the Company's financial statements for the year
ended 30 June, 2019 have been prepared on the going-concern basis the same could
not be ascertained.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kilifi-Mariakani Water and Sewerage
Company Limited Management in accordance with ISSAI 130 on Code of Ethics. I have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion



Key Audit Matters

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

Other Matter

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 Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

1. Work in Progress

The statement of financial position reflects a balance of Kshs.4,495,730 under work in
progress which, as disclosed in Note 11(a) to the financial statements, related to a
building under construction in Mariakani. However, the work in progress (buildings) has
remained the same since 2016/2017 financial year and no explanation has been provided
on why the building had not been completed five years since it was started so as to be
capitalized and depreciated at the applicable rates.

2. Tax Expenses

Unresolved Prior Year Audit Matters

As disclosed under the progress on follow up of auditor recommendations section of the
financial statements, matters reported in the prior year remained unresolved as at 30
June, 2019.

Basis for Conclusion

Consequently, value for money on the work in progress balance of Kshs.5,970,1 73 could
not be confirmed.

As previously reported, included in the trade and other payables balance of
Kshs.255,808,845 is tax liability of Kshs.18,300,794 for prior year assessment, out of
which Kshs.8,480,175 relates to fines and penalties. The Company was audited for
compliance with tax laws by the Kenya Revenue Authority in financial year 201612017 .

This resulted to an assessment of Kshs.35,800,794 comprising of Kshs.27,325,619
defaulted principal taxes and Kshs.8,475,175 being the penalties and interest. The
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Company did not settle the tax assessed which may lead to additional penalties and
interest.

The Company is therefore, in breach of the law

3. Stafl Costs

The statement of profit and loss and other comprehensive income reflects administrative
costs of Kshs.301 ,706,312 which, as disclosed in Note 6 to the financial statements,
included staff costs of Kshs.166,776,604. The following observations were made
regarding the staff costs:

3.'l Employees Above the Age of Sixty (60) Years

A review of staff records revealed that, out of the Company's two hundred and eleven
(211) employees, five (5) attained the mandatory retirement age of sixty (60) years at
different times during the year. However, the five (5) employees continued to work for the
Company and were paid salaries totaling to Kshs.1 ,1 '12,028, contrary to Section 17.5 of
the Company's Human Resources Policy Manual of June 2012 on retirement age which
provides that the mandatory retirement age shall be sixty (60) years.

The Company was therefore in breach of its Human Resources Policy Manual and the
propriety of the salaries amounting to Kshs. 1 ,1 12,028 paid to retirees could not be
ascertained.

3.2 ExcCss Employer Pension Contribution.

The staff costs of Kshs.166,776,604 includes Kshs.12,004,490 employer pension
contribution. However, records provided for audit review indicated that the employer
contributed 15% of the basic salary plus house allowance towards the pension. This is
contrary to The National Treasury Circular No. 1Bl2010 of 24 November,2010 which
provides that pension emoluments must be defined as basic salary excluding housing,
transport and any other allowances or fluctuating emoluments. The employer pension
contribution was therefore in excess by Kshs.2,444,430.

Therefore, the Management is in breach of the Law and the propriety of employer pension
contribution excess payment of Kshs.2,444,430 could not be ascertained.

4. Unaccounted for Water

The staEment of profit and loss and other comprehensive income reflects
Kshs.498,539,925 in respect of sale of water. Records provided for audit review indicated
that the Company received 9,796,476 cubic meters of water from Coast Water Works
Development Agency, out of which 4,815,789 cubic meters (49.2%) was billed to its
customers. The balance of 4,980,687 cubic meters or 50.8% represents Unaccounted for
Water (UFW) which is 25.8% higher than the allowable loss of 25% set by the Water
Service Regulatory Board (WASREB) guidelines. The 4,980,687 cubic meters of

I,epo1t of tfi Auditor-General on Kilfi-Mariakani Waler and Sewerage Company Limited for the year ended

lo L,)n", zotf
I lt 11



Unaccounted for Water may have resulted to a loss of revenue estimated at
Kshs.515,600,718 using the Company's average selling price of Kshs.103.52 per cubic
meter.

5. Gender Composition

As disclosed in Note 6(a) to the financial statements, the Company had two hundred and
lour (204) staff as at 30 June, 2019. However, a review of personnel records provided for
audit revealed that the Company had two hundred and eleven (211) staff as at 30 June,
2019, resulting to a variance of seven (7) staff which was not explained or reconciled.
Further, out of the 21 1 staff, one hundred seventy six (176) or 83% are of the male gender,
leaving only 35 (thirty-five) or 17o/o of the female gender, contrary to Article 27(8) of the
Constitution of Kenya, 2010 which provides that, in addition to the measures
contemplated in Clause (6), the right to life, equality and freedom from discrimination,
state shall take legislative and other measures to implement the principle that not more
than two-thirds of the members of elective or appointive bodies shall be of the same
gender.

ln addition, the Board recruited 3 (three) new staff in the Company's senior management
cadre, all of whom were male, contrary to the same Article of the Constitution of Kenya,
2010.

6. Over Commitment of Salaries

An audit review of the Company's payroll for the year under review indicated payroll
deductions in excess of two thirds of basic pay as detailed below;

Month No. of Employees

July, 2018 25
August,201B 18
September,20'18 14
October, 2018 14
November,2018
December, 201 8 17
January,2019 I
February,20'19
March, 2019 16
April, 2019 22
May,2019 24
June, 2019 15
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This significant level of Unaccounted for Water may negatively impact on the Company's
profitability and sustainability.
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This was contrary to provisions of Section 19(3) of the Employment Act, 2007 which states
that the total amount of all deductions made by an employer from the wages of his
employee at any one time shall not exceed two thirds of such wages.

Consequently, the Company was in breach of the Law

7. Administrative Services Procurement

The administrative costs of Kshs.301 ,706,312 includes amounts of Kshs.1 ,544,006,
Kshs.968,140 and Kshs.309,914 incurred on fuel and lubricants, office supplies and
training expenses, respectively which were sourced from suppliers who were not in the
list of registered suppliers. This is contrary to Section 71 (1) of Public Procurement and
Asset Dbposal Act, 2015 which provides that the Head of Procurement function shall
maintain and continuously update lists of registered suppliers, contractors and
consultants in various specific categories of goods, works or services according to its
procurement needs and Section 106 (2) (a) of the same Act which provides that the
Accounting Officer of a procuring entity shall give the request to such persons as are
registered by the procuring entity.

Further, included in administrative costs of Kshs.301,706,312 are expenses amounting
to Kshs.5,011,252 incurred on various items through cash purchases. This is contrary the
First Schedule of the Public Procurement and Disposal (Amendment) Regulations, 2013
which requires the maximum value of expenditure under low value procurement for Class
B procurhg entities to be Kshs.10,000 per procurement per item.

Consequently, the Company is in breach of the Law and propriety of administrative
expenses of Kshs.7,833,312 for the year ended 30 June, 2019 could not be ascertained.

The audil 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 gtatements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

1. Weaknesses in lnformation and Communications Technology

Audit review of records and information availed for audit revealed that the Company has
no policy guidelines on lnformation and Communications Technology (lCT) and operates
without an ICT Strategy despite implementing a billing system which has led to significant
increase in reliance on information technology software, hardware and associated
infrastructure. Further, the Company has and continues to undertake manual procedures
that inhibit system integrity including manually updating M-Pesa and direct deposits in the
bank to the billing system.

ln addition, the Company did not have documented procedures on performing database
backups and backup registers indicating when backups are successfully done or not.
Furthermore, data backups had not been tested to check their integrity and were not
stored in an offsite location. Under the circumstances, the ICT controls appear weak and
inadequate.

2. CorporateGovernance

As disclosed in Note 6 to the financial statements, the administrative costs of
Kshs.301 ,706,312, as previously reported, includes an amount of Kshs.10,457,040 in
respect to Directors' emoluments. The following observations were made:

a. Kilifi-Mariakani Water and Sewerage Company Limited has not held any General
Meeting since 20'12, contrary to the Company's Articles of Association Clause 47 which
states that, 'The Company shall in each year hold a general meeting as its annual general
meeting in addition to any other meeting that year'.

b. The Company has nine (9) Directors, two (2) of whom were appointed to the Board
in 2014 and seven (7) who joined the Board in 2019. This is contrary to the requirement
of the Company's Memorandum and Articles of Association that a third of Directors should
retire every third Annual General Meeting.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires 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. lbelieve that the audit evidence lhave
obtained is sufficient and appropriate to provide a basis for my conclusion.

c. The Company provided for Kshs.720,000 in the budget for the Chairman's
honorarium, which was not spent since the Company had been operating without a
substantive Chairman for ten (10) years up-to 14 May,2019 when the current Chairman
was appointed. Running the operations of the Board without a substantive Chairperson
may have negatively affected its performance or effectiveness.

The Company is therefore in breach of its Memorandum and Articles of Association.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015 of the Laws of Kenya, I report based on my
audit, that:

I

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

ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records;

. The Company's financial statements are in agreement with the accounting records
and returns.

Respontibilities of Management and those Charged with Governance

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

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources applied
in an effective manner in line with Article 229(6) of the Constitution of Kenya, 2010.

Those charged with governance are responsible for overseeing the Company's financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.
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Auditor-General's Responsibilities for the Audit

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 controls 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 lhe Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
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The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Anicle 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.



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
Company's ability to continue as a going concern or to sustain its services. lf I

conclude that a material uncertainty exists, lam required to draw attention in the
audibr's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

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

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

Perform such other procedures as I consider necessary in the circumstances

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

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

N n a ung
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l5l,672,6,t9Total No urrcnt Asscls r66,.r38,1l5

Cu rrent tr
r5,433,562l.l 12,786,6 t3

I 87,86 1,52 Il{ 247 ,'t2l,990Gd" * rth.r r...iuubl.,
2 t,309,857l5 2E,l68.93 5llank and ash balances

271,601,911'fotrl Cu nt Assets 288,877,538

455,3 r 5,653TO'I'AL su'l s 376,277,590

I.]QU ITY NI) I,IA I]I I-ITI ES

ReserlesCapitsl 8

rtyOuncrs

t6 r00,000Ordinary are capital
(296,088,450)(15 l,878,636)l9Retained oamings
(35,476,3 I l)26 (28,68 r ,E49)iabilityCWWDA

5 0,094,0 l92't 50 094,019dervcs tundCapital R(

(281,370,7.12)Capital at td Rcscrvcs

ent t.iabililicsNon-Cu rr
241;785,948265,329.908[]ulk watcr

249,547,877Licencee ffts 20'1 ,633,307

t0Borrowing s K-RIIP
12,295,721I I ,'16t,t24lcom€Defcned I

467 ,714,976Total No[-Cu rrcnt Liabilities

ibilitics
22

Current L

l'rade and Ither payables t88,437 ,7 43

1.495,6 t425f,eneirt obligations

r89,933,357259,0d3,210

255,808,845

Retiremenl

Total Cur rent Liabilities

376,271,590455,Jls (r5J

Furaha

Non-Cu ent Assets

lnventories

100,000

(330,366,;166)

3( b)

526,6.18,909

3,234.365

'ro1AL liQl.lll Y AND t-lAI!It,lllus
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Total
Retained
Earn in

Capital
Reserves

Share
ital

KshsKshs KshsKshs

2018

2019

WATER AND SEWERAGE COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3O,I.II JUNE, 2OI9

TEMENT OF CHANGES IN EQUITY FOR THIi YEAR I]NDED 30 JUNE 20I9

26

As at 30th 100,000 (296,088,450) 50,094,019 (245.894.431)

(55,790,186) (55,790,186)

100,000 (351,878,636) 50,094,019 (301 ,684,617)

Net loss for
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XV. ST Ill\fl,]N'l'ol'('AsIl Fr.()w t'olr l'trE YI,tAlr. r,rNl)rar) 30.,tJNli 2019

CASII E TIIVAT,ENTS AT IiND OF TIIE YEAR

Notes 20t ti-2019 20t7-20t8

t:ttA1 lr(; (.II\ I'I I []S

I(shs Kshs

Cash qcncnrlr. frorn O eratrons 40,234,651 t7 ,34t,204

lntcrcst rccei\ ed 5

lnlerest paid 7 (19,224)

Dividends pa d

'l'axation paid (Prior years assessment) 8 (3,000,000 )

Net cash gcn Bratcd from opcrr(ing rctivitics 10,2-i4,65{ r -1,321 ,9tt0

IN\',[-Sl tN(; .! :-t't\'l'l tt.s

Pr.rrchase ofp rcperty, plant and equipment lt (32,42s,980) ( 10,372,581)

l'roccecls lnl r disposal of property, plant and equipment

Purclrase of i ltangible assets l2 (2t4,998) ( r,045,160)

WSTF proiec I 3

(1,474,443)Work in progflss-Ark project
t

I)rLrccerl: lirrt' I disposal of quotcd investmcnts

(.12,640,971r) ( 12,892, r ri"l)in invcstin activitics

FINANCIN

el citsh us

ACTIVIl'I ES

Grant from C un Govemrnent 4

Proceeds fror borrowin

Repayment o f bonowings 20 (839,2t6)

WS'I-Crant I lcrlctl lncortc 3(a) (5 34,598) (534,598)

(s31,s98) (1,.i7-3,til{)Nct cash usrt

7,059,078rease/ I)c ) ln Cash And Ctsh I uivtlcnts

sh And (las Of Ycaruivnlcnts At llc tnln 2t,253,87521,309,857

2n,368,935 2l,309,857CASH AND

27
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rpl[51

l'erfornr{ ncc dilTercnceOrigiral blldgrt Iinrl budgol
Aalunlon comprrnble

brsis

201li-10 t 9 :0t It-201920 i-2019 :0ftr,:0 r9

k\h \ K!'l'\Rr r rnur Kshs

(63 ,24',7 ,037) -t t./.498,539,9:556r,7t6.962 561.786.962Salc ofgoods

( 12, 191,645 )
18.220,000 26,026,3J518.220,000

-130/o(75,440.682)5:.1,566.28{)600.006.,)6: 600.0ri6.9(2l otrl iil(0rrc

l9,o5,440,080t 72.2 t6,68{ 166.776.604lcmflolcc\ 112.2t6.6t1

( rs,233,303)139, r61.747d 139.161.717

Conrpcnsalron

ljse o[ Soods a

I t.998,?80.1.E99.82?r6,898,607 16,898.607

l9i4't,t32t,620.000 t,572,8681.620.00t)Ilcrl prrd

109.67, l.8 tE1.92.5.8197.925.879R.paiE & Mair

130.i,1,496.S6010.457.0.10I t.954,000 n.951,000lX)l) r\pclses

l0%
5,711.989

19.025, t64 t3,3ll.t 75r9.025.16.1

10,2'15,699
s68,lt01.0nl 5S8.5:ltJli:-l0lrl er|xfldil

I

T'
65,164.983Jt.202.881 (J3,962.r02)lbr lhr pcriod .] t .l0l .$li l

28

XVI. STATEMEN'I'OT- COMPARISON OF BUDGI],T ANI) ACTT].,\L A]!IOLlNTS

FOR T[IE, YEAR IINDIiD 1O II .JUNE 2OI9

(Xlr.r Ir\rrrents

812,06 |

568.lt0l,0tll



plnna

) 1'he

) Shortfal

connccti

anagc

Purc

listi

) Over

eetrngs,

llire of

asreb I

s to thc lludget varianccs

aIl of I l% in sale of water was due to high non-revenue water attributed to aged

work, s pped melers, water theti, bursts and leaks. The other lactor conlributing to huge disparity

revenue water rationing which precipitates inconsistcnce in supply of water in some areas

ncomes was due to low connectivity in new connections and failure to meet

et was due to change in approach of handling clients through customer

'l he abo

plan. The company adopted broadcast system to sensitize clients to pay.

faclors affecled the overall shortfall oflotal revenue for the year 2019.

for goods and services although it has unfavorable variance ol4% there are quite a

penditure lines that contributed to over expenditure

bilts for bulk water supply lead to increase in bulk water bill

diture on stafftraining cost was due to increase in training necds for staff.

) Over-e enditure on Operation and Maintenance field allowances

i'lravelli and accommoclation- this is contributed by World Bank trainings and consultative

ber of

Cont'eren

sport increased due to lack ofenough fleet.

and meeting increased due to world bank activities.

increased due to percentage increased from I % lo 9%o as from September 2019
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KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITED
REPORT AND FINANCIAL STATEIIIT]NI'S FOIi TH}: YEAII ENDEI) SOTII JUNI],20I9

XVII. NOTES TO THT] FINANCIAI, S'I'ATEMENTS

GENERAL INFORMATION
Kilifi lMariakani Water and Sewerage Company Limited is established by and derives its

ur*,ofitf and accounrability from the Water Act 2002. The Company is wholly owned by the

Counf Govemmenr of Kilifi and is domiciled in Kcnya. The Company's principal aclivity is

supplf ol water to rhe residents of Kilifi South, Ganze, Kaloleni, Rabai and parts of Kilifi
Northlpub County.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The dfmpany's financial statemcnts have been prepared on a historical cost basis except lbr

the n*asurement at re-valucd amounls of certain items of property, plant and equipment,

imoai$d asscrs at their estimated recoverable amounts and actuarially determined liabilities at

their &esent value. Thc financial statements are preparod in conformity with lntemational

Finanllal Reporting Standards (IFRS), which allows the use ol estimates and assumptions. It

also *quires .unig.*ent to exercise judgemcnt in thc process of applying lhe enlity's

o..oulting policics.lhc areas involving i high"r degree ofjudgement or complcxity, or rvhere

assum$tions and cstimates are signihcant to lhe financial statements management engagc

"*p.rt[ 
for advicc. -I'he flnancial statements have been prepared and presented in Kenya

Shillidls. which is the lunctional and reporting currency ol'rhe entiry)'
I

The fillancial starements have bcen prepared in accordancc with thc PFM Act 2012, the State

Corpofations Acr 446, and Intemalional Financial Reporting Standards (IFRS). The accounting

poliii{p adopted have becn consistently applied to all the years presented

3. ADOITION OF NEW AND REVISED STANDARDS
I

i) Ret{[ant new standards and amendments to published standards effective for the year

enaealBo Junc 2019

Stand ard/Amcndmcnt to

a standard

E ff'c'ct iv c

date

lmpact

nmfarrre,rtttolAS l6
ana d\s 38 rirled
Clarikcation of
acc{table Methods of
Deprf ciation and

Amo
May

isation (issued in
014)

(
)

I Jan 201 6 The amendments add guidance and clari fy that (i)

the use of revenue-based methods 10 calculate the

dcpreciation of an asset is not appropriale because

revenue generated by an activity thal includes the

use of an asset generally reflects factors other than

the consumption of the economic benefits

embodied in thc asset, and (ii) revenue is generally

presumed to be an inappropriate basis for

measuring the consumption of the economic

benefits embodied in an intangible asset; however,

this presumption can be rebutted in certain limited

t
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E ffcctivc
dltc

circurnstances. Aft'ected the entity and hence

adopted in January 2016

Sl a rrtl

a stan

ard/Amcndmont to
dard

l

Impnct

Am
(An

dment to IFRS 5

al lmprovemcnts to

IIT s 2012 2014 Cycle ,

issud in September 2014/

I Jan 2016 The amendment adds specific guidance when an

entity reclassifies an asset (or a disposal group)

from held for sale to held for distribution to

owners, or vice versa. The standard does not affect

the company and hence does not apply.

.,\m dment to IFRS 7

(Anrnral Improvemcnts to

Il.RSs 2012-2014 Cyclc,
issued in September 2014

1 Jan 2016 'l'he amendment, applicable to annual periods

beginning on or after I January 2016, adds

guidance 1o claril) whcther a servicing contracl is

continuing involvement in a transferred asset. 'lhe

standard is relevant to the entity and therefore was

adopted.

Amendments to IFRs 10,

IFRS l2 and IAS 28 titled
Inre{]*.nt Entities:

App[iing thc

Con$lidation Exception

lissulp in December

20t41

I Jan 201 6 The amendments clarity the application ol the

consolidation exception for investment entities

and their subsidiaries. Not applicable to the entity

so not adopted.

ments to IAS I
rirl I)isclosure Initiative

{issu}h in December

20 l4l

1 Jan 2016

1 Jan 2017Ilec nition of Defcned
'l ax Asscls lbr [Jnrealiscd

Losses (Amcndmcnts to

IAS 12

3l

'l'he amendments, clari fy guidance on materialitY

and aggregation, the presentation of subtotals, the

structure of financial statements and the disclosure

of accounting policies. This amendments affects

the entity early adoption I january,20l7

The amendments clarifY thal:

o The canying amount ofan asset does not

limit the estimalion of probable future

taxable profits.
o Estimatcs for future taxable profits exclude

tax deductions resulting from the reversal

of deductible temporary differences.

An entity assesses a delerred tax asset in

combination with other defened tax assets. Where

tax law restricts the utilisation of tax losses, an

entity would assess a deferred tax asset in

combination with other deferred tax assets of the

same type. Early adoption I January 2017





Effective
date

Standu rd/Amcndmcnt to

r st&ndard

I Jan 2017Dislios*e Initiutiue
(Ar{endments ro IAS 7:

Sta&menr of Cash flows/

l'1 Jan 2017An{[ral lmprovements to

IF$ Standards 2014-

20lE Cyclc -
AnlJndments to IFRS l2
Di{losure of interests in

othh entities

KILIFI M
IIt]PoIIT AN

ARIAKANI WATER AND SEWERAGE COMPANY LIMITEI)
D FINANCIAL STATEMEN'TS FOR THE YEAR ENDED JO.I'I JUNE, 2OI9

The amendments' objective is that entities shall

provide disclosures that enable users of hnancial

statements to evaluate changes in liabilities arising

from financing activities. To achieve this

objective, the IASB requires that the following

changes in liabilities arising from financing

activities are disclosed (to the extent necessary):

(i) changes from financing cash flows; (ii) changes

in lair values; and (iii) other changes. Early

adoption in January 2017

Clarified the scope of the standard by specifying

that the disclosure requirements in the standard,

except for those in paragraphs B10-816, apply to

an entity's interesls listed in paragraph 5 that are

classified as held for sale, as held for distribution.

The standard does not apply to the company's

operation and therefore not adopted

Impact

The new standard, replaces IAS II' IAS 18 and

their interpretations (SIC-31 and IFRIC 13, l5 and

l8). It establishes a single and comprehensive

iiamework fcrr revenuc recognition to apply

consistently across transactions, industrics and

capital markcts, with a core principle (based on a

five-step model to be applied to all contracts with

customers), cnhanccd disclosures, and new or

improved guidance . Af fects the entity so it is to be

adopted lbr the first time in January 2018

I Jan 201 8IFR$ 15 Revenue

frorll cont.u"t,
wid] Customers
(issl]ed in May

20il)

il

Sta n da rd

standard will replace IAS 39 (and all the

previous versions of IFRS 9). It contains

requirements for the classification and measurement

of financial assets and financial liabitities,

impairment, hedge accounting and derecognition:

The entity does not deal with financial instruments

and thereiore the standard does not apply - Not

adopted

'l'hisI Jan 201 8IFflS 9 Financial

Insf,uments (issued

in $,ty zotq)

32
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d amended standards and intcrprctations in issuc but not yet effective in the year

une 2019.

ii) Nerv an

ended 30 J

Im pact
^r"fto!{

d ment/lnlcrpretation
andard

IFRS l6 specifies how an IFRS reporter will
recognise, measure, present and disclose leases. The

standard provides a single lessee accounting model,

requiring lessees to recognise assets and liabilities

for all leases unless the lease term is 12 months or

less or the underlying asset has a low value. Lessors

continue to classi! leases as operating or finance,

with IFRS l6's approach to lessor accounting

substantially unchanged from its predecessor, IAS

t7.

Not adopted

Applicable to

annual reporting
periods

beginning on or

after I January

20t9

tF$\6. Leases

rtssull t t Lanuau zo ta)

IFRS l7 requires insurance liabilities to be

measured at a current fulfillment value and provides

a more unilorm mcasttrement and presentation

approach lor all insurance contracts. These

requirements are designed to achieve the goal ol a

consistent, principle-based accounling for insurance

contracts. II"RS l7 supcrsedcs IFRS 4 Insurance

Conlracts as of I JanuarY 2021 .

Not adopted

Applicable to

annual reporting
periods

beginning on or

afler I January

202t

(lssu$ l8 May 2017)

IFRS I7 lnsurance

The interpretation addresses the determination of
taxable profit (tax loss), tax bases, unused tax

losses, unused tax credits and tax rates, when there

is uncertainty over income tax treatments under IAS

12. tt spec ifically considers:

Whcther tax trcatments should be

considered collcctively
Assumptions for taxation authorities'
examinations
The determination oftaxable profit (tax

loss), tax bases, unused tax losses, unused

tax credits and ta.x rates

The effect ofchanges in facts and

circumstances

Not udopted

IFRIT 23: IJncertainty over

hco)e Tax Trealments

II
(lssu# 7 June 2017 )
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Annual periods

beginning on or

after I January

2019

Arnends the existing reqtrirements in IFRS 9

regafding termination rights in order to allow
measurement at amortised cost (or, depending on
the business model, at fair value through other

conrprehensive income) even in the case of negative

compensation payments.

Not ado tcd

nent Feulures wilh
tiya ('ontpc sdliotl

(An$ndnents to lFP.rS 9)

(lssled l2 October )017 )

Prc

Clarifies that an entity applies IFRS 9 Finuncial
lnstnorcnts to long-term interests in an associate or
joint venture that form part of the net investment in
the associate or joinl venture but to rvhich the

equity method is not applied.

Nol adopled

Annual periods

beginning on or
afler I January

2019

-lcntl It eresls in

ciules and Joint
Yei)ures (Amendments t o

rA4pB)

I
(ls$hed l2 October 20177

l-o

AS

Makes atncndnrcnts to the followillg standards:

IFRS 3 and IFRS 1l - The amendments to
IFRS 3 clarity that when an entity obtains

control of a business that is a joint
operation, it remeasures previously held

interests in that business. The amendments

to IFRS ll clari! that when an entity
obtains.ioint control of a business that is a

joint operation, the entity does not

remeasure previously held interests in that

business.
IAS l2 - The amendmenls clarify that the

requirements in the former paragraph 528
(to recognisc the incotne tax consequences

of dividends rvhere the transactions or

events that gencrated distributable profits

are recognised) apply to all income ta,(

consequences of dividends by moving the

paragraph arvay from paragraph 52A that

only deals with situations where there are

different tax rates for distributed and

undistributcd profits.
IAS 23 - The amendments clarify that if
any specific borrowing remains outstanding

aftcr the related asset is ready for its

intended use or sale, that borrowing
becomes part of the funds thal an entity
borrows generaliy when calculating thc

capitalisation rate on general borrowings

Not adopted

Annual periods

beginning on or

after I January

2019

I Jmprovcnenls l0
Sknlurtl.t 20 1 5 201 7

(lssiled l2 Decenber 2017)

(j clt

An

The amendments in Plun Amendmenl, Curlai

lf a plan amendmenl, curtailment or
settlemenl occurs, it is now mandatory that

Ihe current service cost and the net interest

for the period after the remeasurement are

7 February 2018)

34

or Seltlement (Amendmenls to IAS 19) are:
Annual periods

beginning on or
after I January

20t9

Pldt Amendment,

C Jiai I ment or Setrtement

d&ndmenrc ro tAS 19t



The Directofs do nor plan to apply any of the above until lhey become effective. Based on their

atsessment dhthe potential impact ofapplication of the above, they do not expect that there will be a

significant ifipu.t o, the company's financial statements.
I

I

iil) Early ufoption of standards

The entity .jfty - uaop, new or amended standards in year 2019 as highlighted below;

I

i) Disc{isure initiative (amendments to IAST: Statemenl of cash flow )

I

ii) Rec$nition of defened Tax Assets for unrealized losses (Amendments to IAS l2)

determined using the assumptions used for
the relneasurement.
In addition, amendments have been

included to clarily the effect of a plan

amendment, curtailment or settlement on

the requirements regarding the asset ceiling.

Not adopted

I

Together with the revised Conceptual Framework
published in March 2018, the IASB also issued

Anandmenls to ReJerences to the Conceptual
Framework in IFRS Standards. The document

contains arnendments to IFRS 2, IFRS 3, IFRS 6,

IFRS I4, IAS I, IAS 8, IAS 34, IAS 37, IAS 38,

IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-
32. Not all amcndments, however update those

pronouncements with regard to references to and

quotes from the framework so that they refer to lhe

revised Conceptual Framev'ork. Some

pronouncements are only updated to indicate which
version of the framework they are referencing to
(he IASC tiamervork adopted by the IASB in 2001 

'
the IASB framework of 2010, or the new revised

framework of 201 8) or to indicate that definitions in

the standard have not been updatcd u'ith the new

definitions developed in the reviscd Conceptual
Frantev'ork.

Not edo tcd

Annual periods

beginning on or

after I January

2020

(lsstfd 29 March 2018)

ls to Reltrcnccs

Conceptual
work in lfi'P*S

An
lol
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SUMMARY OF SICNIFICANT ACCOUNTING POLICIES

'l'he principle accounting policies adopted in the preparalion of thcse llnancial stalcmcnts are set out

bclow:

l. Revenuc recognition

Revefue is recognised to the extent that it is probable tlut future economic benefits will flow
to thd Company and the revenue can be reliabty measured. Revenue is recognised at the fair
valuel of consideration received or expected to be received in the ordinary course of the

KIMAWASCO's activities, net of value-added tax (VAT), where applicable, and rvhen

specific criteria have been met for each ofthe Company's activities as described belorv.

ii)

h"n.nr" from the sale of goods antl services is recognised in the year in which the

fornpuny't dclivers products to the customer, the customer has accepted the products

[nd collectability of the related receivables is rcasonably assured.
I

brants from National Government are recognised in the year in which the Company

!crually receives such grants.

lF,n"n.. income comprises inlerest receivable ttom bank dep<,rsits and investment in

fecurities. and is recognised in profit or loss on a time proportion basis using the

pfl'ecrive interest rate method.

hiriA.na income is recognised in the income statcment in the year in which the right to

leceive the paymcnt is established.
I

trental incomc is recognised in the income statcment as it accrues using thc el'fective

lease agleements.

iii )

iv)

v)

vi) Othcr incomc is recogniscd as it accrucs

In-td{f contributions
I

In-kinh contributions are donations that are made to the Company in the form of actual goods

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

"orrin*lent 
or oersonnel services. Where the financial value received for in-kind contributions

can'* reliaity derermined, the Company includes such value in the statement of
compr[hensive income both as revenue and as an expense in equal and opposite amounts;

otheruftse, the contribution is not recorded.

i)

l

3 Propefty, plant and equipment
I

All ca{+gories of property, plant and equipment are initially recorded at cost less accumulated

deRre{ption and impairment losses.

I

Certaid categories of property, plant and equipment are subsequently carried a1 re-valued

.rnorJL. bei-nq thcir fiir vatuc at the date of re-valuation less any subsequent accumulated

a.or".l[iion an'd impuirment losses. Where re-measurement at rc-valued amounts is desired, all

items ih an asscl category are re-valned through periodic valuations carried out by independent

extern{f valuers.
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Increlf,cs in the canying amounts of assets arising from re-valuation are credited to other

comptehensive income. Decteases that offset previous increases in the carrying amounl of lhe

same lesset are charged against the revaluation reserve account; all other decreases are charged

to p(iir or loss in the income slatement.

GainJ and losses on disposal of items of property, plant and equipment are determined by

.orpldting the proceeds from the disposal with the net carrying amount of the items, and are

recog$ised in profit or loss in the income statement.

I

DeprSiation and impairment of property' plant and cquipment

I
preeh$ld land and capital work in progress are not depreciated. Capital work in progress relates

mainlf to the costs of ongoing but incomplete works on buildings and other civil lvorks and

instalhtions.
DcprCliation on property, plant and equipment is recognised in the income statement on a

r"auc$rg balance basis io write down the cost ol each asset or the re-valued amount to its

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

I

Buildhrgs and civil works 2.5% or the unexpired lease period

Rlant fnd machinery 12.5 V"

Motollvehicles, including motor cycles 25 '0o/o

Comfiters and related cquipment 30 o/o

Offic{ equipmcnt, fumilure and fittings 12.5 o/o

Cold lfatcr meters 20 %

waterllnliastructure pipelinc 4o/o

Soflu,he (lntangible Asset) 20%
I

n full year,s depreciation charge is recognise4 both in the year of asset purchase and in the

year d asset disposal.
I

neprli"tion and impairment of property, ptant and equipment
ti

tt"*, l[t propcfiy, plant and equipment are reviewed annually for impairment Where the

carrvils u.ount of un asset is assissed as grealer than its estimated recoverable amount' an

ir"pliffi*, loss is recognised so that the aiset is written down immcdiately to its estimated

recov{table amount.

5 IntanJJible assets
lntanJble assets comprise purchased computer software licences, which

Uecarili of cosls incurred to acquire and bring to use the specific software'

amortled over the estimated useful life of the intangible assets from the ye

availafle lor use. usually over three years.

are capitalised
J'hese costs are

ar that they are

6. Amo tion and impairment of intangible assets

Amortsation is calculated on the Reducing Balance basis over the estimated useful life of

.orp,f., software of five Years.
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NOTLS TO TtII,l FINANCIAL S1'ATEMEN'fS (Continued)

Alt clmputer software is revierved annually for impairment. Where the carrying amount of an

intanlible asset is assessed as greater than its estimated recoverable amount, an impairment

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

amor.tit.
I

. In*stment property
Buildlhgs, or part of a building (freehold or held under a finance lease) and land (freehold or

held rlhder an operating lease) held tbr long term rental yields and/or capital appreciation, and

whictl are not occupied by the entity, are classified as investment property under non-cunent

asset$

Investncnt
pcrio(ically
loss in tho incomc statcment

8. Fin{pce and operating leases

I

t.easefl which confer substantially all the risks and rewards of ownership to the entity, are

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

equal h the lower of its fair value and the present value of thc minimum lease payments, and

rhe aslEt is subsequently accounted for in accordance with the accounting policy applicable to

that a$et.

l0.Quoted investmcnts

Ouoted investments are classilled as non-current assets and comprise marketable securities

traded freely at the Nairobi Sccurities Exchange or other regional and intemational securilies

exchar$es. Quoted invcstments arc stated at fair value.

I l.Unqlpted investments
I

Unquolba investmenls stated at cost under non-current assets, and comprise equity shares held

in othef Govemment owned or controlled entities.

7

property is carried at lair value, representing open market value determined

by independent extemal values. Changes in lair values are included in profit or

All o*ler leases are treared as operating leases and the leased assets are recognised in the

.taterlgrt of financial position to the exlent of prepaid lease rentals at the end of the year.

paym{nts made under operating leases are recognised in profit or loss on a straight-line basis

orl til" term of the lease. Lease incentives received are recognised as an integral part of the

total ldase expense over the term of thc lease.
I

g.Fixedlinterest investments (bonds)
I

I

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

ICBKj long-tcrm infrastrucrure bonds and other corporate bonds with the intention of eaming

int.r"* in*.. upon rhe bond's disposal or maturity. Fixed intcrest investments are freely

traded l]rt the Nairobi Securities Exchange. The bonds are measured at fair value through profit

or lossl
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NOTES TO TtlE FINANCIAI. STATIiMEN'l'S (Continued)
l2.l nvcntories

Invenipries are statcd at thc lower of cost and net realisable value. The cosl of inventories

compilses purchase price. import duties, transportation and handing charges, and is determined

on th{ 6noving average price method.

13,Trade ald other receivables
I

Tradeland othcr reccil'ables are recognised at fair values less allowances for any uncollectible

u111ouiltr. Thesc are assessed tbr impairment on a continuing basis. An estimate is made of
doubtt:l receivables based on a review of all outstanding amounls at the year-end. Bad debts

u." *ti[t.n off atler all cflorts at recovery have been exhausted.

ARIAKANI WATER AND SEWEITAGE COMPANY LIMITED
D FINANCIAL STATEMT]NTS FOR THE YEAR END}:D JOIII JUNE, T619

I {.'I'axation

Current incomc tirx

Currc t income tax assels and liabitities for the current period are measured at the amount

"*p".{dd 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used tf comp,,rte the amount are those that are enacled or substantively enacted, at the repo(ing

aute i{l fn" area where the Entity operates and generates taxable income. Current income 1ax

relatir{ to iterns recognized directly in net assets is recognized in nct assets and not in the

.r^t"rrLnt of fi nancial Derlbrmance.I
Manadement pcriodically evaluates positions taken in the tax returns wilh respect to situations

in wnlLn applicable tax regulations are subject to interpretation and establishes provisions

where 
Ippropriate.

Deferlbd tax
I

nefenlsd rax is provided using the liability method on temporary differences between the tax

b*e, ff arr.t, and tiabilities and their carrying amounts lor financial reporting purposes at the

reporttfg date.

Oefenfa tax liabilities are recognized for all taxable temporary differences, except in respect

of ta*{bte temporary differences associated with investments in controlled entities, associates

and in{f,rests in joint ventures, when the timing ofthe reversal of the temporary difl'erences can

be colfrolled and it is probable that the temporary dif'ferences will not reverse in the

foresel[bl. fut*..
I

petenUa tax assets are recognized for all deductible temporary differences, the cany forward

of unrled tax credits and any unused tax losses. Defened tax assets are recognized to the

extentllhat it is probable that taxable profit will be available against which the deductible

lempo$ry differences. and the carry forward ofunused tax credits and unused tax losses can be

urilizef" excepl in respect of deductible temporary differences associated with investments in

controlied enrities, associares and interests in joint ventures, deferred tax assets are recognized

only tdphe extenr that it is probable that the temporary dilferences will reverse in the
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fores{eable future and taxable profit wilt be availabte against which the temporary differences

can bf utilized.
I

The rSrrying amount of deferred tax assets is reviewed at each reporting date and reduced to

the e>llent that it is no longer probable that sufficient taxable profit will be available to allow all

or paf of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed

at ea& reponing dare and are recognized to the extent that it has become probable that future

tarablg profits will allow rhe deferred tax asset to be recovered.
I

Oeferlpd rax assets and liabilities are measured at the tax rales that are expected to apply in the

y"u, {h.n the assel is realized or the tiability is seflled, based on tax rates (and tax [aws) that

nrr. {!.n enacled or substantively enacled at the reporting date.

OefeJed tax relating ro items recognized outside surplus or deficit is recognized outside

,rrpl,$ o, deficit. Deferred rax items are recognized in correlation to the underlying transaction

in netl[ssets. Deferred tax assets and deferred tax liabilities are offset ifa legally entbrceable

rigfrt {!(ists to set off currenl tax asscts against current income tax liabilities and thc deferred

taxes fblate to the same taxable entity and the same taxation authority.

tvlARIAKANI WATER AND SEWERAGE COMPANY LIMITED
D FINANCIAL STATEMENTS T'OR'THE YEAR ENDI|D S()TIIJUNE,20I9

l5.Cash rfqd cash equivalcnts
I

Casn fha cash equivalents comprise cash on hand and cash at bank, short-term deposits on call

and h&nlv liquid investments wilh an original maturity of three months or less, which are

readiltrconvenible to known amounts olcash and are subject to insignificant risk ofchanges in

value.l hank account balances include amounts hcld at the Central Bank of Kenya and at

variout commercial banks at the end ofthe financial year. F'or the purposes ofthese financial

,,ut.1nhnrr, cash and cash equivalents also include short-term cash imprests and advances to

authorlfed public ofllcers and institutions that were not surrendered or accounted for at the end

of the financial year.

l6.BorrolyinBs
I

tntereJ bearins, loans and overdrafts are initially recorded al fair value being received, net ol
issue glQsts ass6ciated with the bonowing. Subsequcntly, these are measured at amortised cost

usins le effcctive inrerest rate mcthod. Amortised cost is calculated by taking into account any

issue- dost and any discount or premium on settlement. F'inance charges, including premiums

payablh of settlement or redemption are accounted for on accrual basis and are added to the

"^.*i# amounr of the instrument to the extent that they are not settled in the period in which

tfr.V u{... Loan intelest accruing during the construction ol a project is capitalised as part of
the co{ of the project.
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lS.Rctirembnt benefit obligations

'l'he grtity operates a defined contribution scheme lor all full-time employees fiom July I,
2014.;The stheme is administcrcd by county Pension Fund Managcrs and is funded by

contributions from both the company and its employees. The company also contributes to the

statutdry National Social Security F'und Q,,lSSF). This is a defined contribution scheme

,.girtlrla under the National Social Security Act. The company's obligation under the scheme

islimlted to specific contributions legislated from time to time and is cunently at Kshs.200 per

cmPldj'ee Per month'

lg.Provisidf for staff leave PuY

Ilmplfyees' entitlements to annual leave are recognised as they accruc at the employees. At

prouiiion is made for the cstimated Iiability fbr annual leave at the rcporting date.

20.Erchan!e rate <t ifferences

'['he 4ccounting records arc maintained in thc funclional currcncy of the primary economic

cnuirlnment in- which the entity operates, Kenya Shillings. 'l'ransactions in lbreign currencies

durinp the year are translated into the lunctional cunency using thc cxchange rates prevailing

at th; dates of the transactions or valuation where itcms are rc-measurcd. Any foreign

"*chdi,,r" 
gains and losses resulting liom the settlement of such lransaclions and from the

rr-rfltion-ot year-end exohange rat;s of monctary assets and liabilities denominated in foreign

curretlcies are recogniscd in prolit or loss

KILIFI MANI.ATXANI WATER AND SEWERAGE COMPANY LIMITED
nEPORT A{D FINANCIAL STATEMENl S FOll TllIl YEAR ENDED 30rtt JUNE, 20t9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

ll.Tradc atd other payablcs

'l-rade and other payables are non-intcrest bearing and are carried at amortised cost, which is

measuhed at the fair value o1'contraclual value of the consideration to be paid in fi'rture in

rcspe{t of goods and servioes supplied, whether billed to the enlily or not, less any payments

made tb the suppliers.

I

The l[rritv's budset is preDared on a basis to the actual income and expcnditure disclosed in the

nnurlJiat" starem;nts. TIie financial statements are prepared on accrual basis using a

clasJhcation based on the naturc of expenses in the statement of financial performance,

*he,Uas the budset is orepared on accrual basis. The amounts in the linancial statements were

,."uJ liorn the iccrual basis and reclassified by presenlation to be on the same basis as the

uop.&red budeet. A comparison ofbudget and actual amounts, prepared on a comparable basis

to inf uppror"'a budget, is then presentid in the statement of comparison of budget and actual

2l.Budpct lnformation- ,rfre lrisinal budger lor Fy 20lg-201g was approved by the Board of direcrors on 30 June

zot8l S"ubsequenl revisions were made to the approved budget in accordance with specific

app.dvals tiom the appropriate authorities. The additional appropriations are added to the

orieilot Uuag.r by rhe entity upon receiving the respecti'e approvals in order to conclude the

nnll lbrag.t].q.cordingly, ihe-entity did not have additional appropriations on the budget in

r-'Y2018-2019.

amounls.
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assumptions
ptions conceming the future and other key sources of estimation uncertainty at the

5

I
I

NOTFS TO THE FINANCIAL STATEMEN'[S (Continucd)

I

ln adfition to the Basis difference, adjustments to amounts in the flnancial statements are also

madd ifor differences in the formats and classification schemes adopted for the presentation of
the fihancial stalements and thc approved budgcr.

I

a ,tafe.enr to reconcile rhe actual amounts on a comparable basis included in the statement of
complrison of budget and actual amounts and the actuals as per the statement of financial

perfoflnance has been presented under section xvi ofthese financial statemenls.

23.Compf rative figures

Wher! necessary comparalive ligures lor the previous financial year have been amended or

reconfigured to conform to the required changes in presentalion.

2,l.Subseqlent events

'fherelhave been no evenls subsequent to the financial ycar-end with a significant impact on the

financfial statements for thc 1'ear ended June 30,2019.

SIGNIFIQANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The prepar4ion of the l:ntity's financial sralements in conlorrnity with IPSAS requires management

to make lrjdgments, cstimates an<i assumptions that alfect thc reported amounts of revenues,

expenses, ajsets and liabilities, and rhe disclosure of contingcnl lial:ilitics, at thc end of the reporting

period. HuvyBYcr, unccrtainty about these assumptions and cslinrates could result in outcomes that

require a n1?tcrial adjustmenl to the carrying amount of thc asset or liability at'fected in future

periods.

State tllljudgements, estimatcs and assumptions made: e.g. provisions and contingent liabilities

and
ssulll

reporring d{b, ttrar have a significant risk of causing a material adjustment to the carrying amounts

of assets anl4 liabiliries within the next financial year, are describcd belorv. The Entity based its

aisumptionl and estimates on parameters available when lhc financial statements r,r'cre prepared.

Llowever, etsting circumstances and assumptions about future developments may change due to

rUarket chan[es or circumstances arising beyond the conlrol ofthe Entity. Such changes are reflected

in the assumptions when thcy occur.
l

t-heful lives Lnd rcsidual values

The useful tflves ana residual valucs of asscts are assessed using the Ibltorving indicators to inform

polential futfoc usc and valuc lrom disposal:

. The dpnclition ofthc asset based on the assessment ofexpcrts employed by the Entity

. The {iture of the asser, its susceptibility and adaptability to changes in technology and

p.o.{$r.t
. The rlature of thc processes in which the asset is dcploycd
. Rvaiiabiliry of lunding to replace thc assets

+_
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FINANCIAL STATElltENl'S FOR THE YEAR ENDED 3OTH JUNE,20I9

'IHU FINANCIAL S'I'ATLMEN'f S (Continued)

in the markct in rclation to the asset conditions

raised and management determined an estimate based on the information available.

osure ofthese estimates ofprovisions is included in Note 6 and 12.

measured at the managemenl's best estimate of the expendinrre required to settle the

the reporting date, and are discounted to present value where the effect is material.
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NOTITS TtlE FINANCIAL STATEMENTS (Continucd)

2.0 c ()F SALES 2019 20ttt
Kshs Kshs

Cost of t atcr 192,842,040 180,543,960

S

[]ooster ull'l ln

35,967,839
887,920

41,914,61 8

Chenric 1,477,080

26,998,628 25,316,184Fllectrici
1,220,954n djustm snt

Ncl*'ork cxtension 4,866,300 5,646,850

100.000NRW/G

l ot:tI 254,998,692

I-case F

Llgring the jear under rcview the cost of bulk water purchase increase from ksh 180,543'960 to ksh

I 92,842,0401 An increase in cost ol bulk water by ksh I 2,298,080.

3J (a) GI{A0\TS Fll.OM wA'tER SERVICE TRUST FUND
I

Note: Ksh 5!4,597.00 is arising from the amortization of deferretl income from the rYater

sen'iccs trust fund(WSTF).

20t ti2A19
IS

I
KshsKshs

465,7 t7 ,9'7 6$:tlcrSale of

(426,223)IdiustmcntsCredit,
165,,717,9',16{98,539,925

2017-20182018-2019

534,597534,597Capital ts received

53.t,59753{,597'fotal

4.1

262,783,681

Kshs Kshs

1.0

,+98,966, 148

'Iotal





KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITET)
NEPORT AND FTNANCIAL STATEMENTS FOR THE YEAR ENDF,D 3OTIIJUNE,20I9

I'OTES Td TIIE FINANCIAL STATE,MENTS (CONtiNUCd)

Included in {ie rerenue stream ofother income is an amount ofksh. 534,597 arising from

amortisationlof' deferred income liom thc Water Services'lrust Iund project (WTSF). The amount

raognised uil in.o." is to oflset the equivalent amount of the amortised component.

3.0(b

{.0 ('ouNl'Y (;OVliltN llt L,N'I'

6 915 5-15

5.0 OTIIIiII INCoNIIi

Total grant
income during

the year

Amount
recogniscd in
capital fund.

20 r 5-2016

KShsKShsKShs

Amount
defcrred under

defcrrcd income

KShs

Name of the Entity
scnding the grant

9,566,3059,566,305
Water Slervice Trust

rund 
I

9,566,30s9,566,3059,566,305'l'otal

2016-2017

3,798,61 03.798,610I 3,364.9 I 512,830,3 I 8

3,798,61 03,79s,610I 2,ti30,318'l'otal 13,36.1,915

12,8-10,31 8 2017-20ltl

2018-1912,295,721

12,295,721

11.,761,t24

2017-201820t tt-2019
Kshs

6,915,535GoverrrmentCoun
'l otal

2017 - 2018
KshsKshs

4,402,634

5,670, 199

I 5,3 12,055

6,590,850

eous RevenueMisccll

New C nnection Char CS

I,394,950ntAd ust
2,944,t302,728,500Re-con ection char CS

l-i 0t6 96326,1126 55'l'otal

.15

I]

9,566,305

Kshs

2018 - 2019
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ARIAKANI WATER AND SEWERAGI] COMPANY LIMITED
D FINANCIAL S'I'AT]]MT]N]'S FoII, TIIE YEAIT ONI)TiD Jt) I II J I..]N Ii. 20 I9

NOTIIS T THIl FINANCIAL Sl'A'tEMENTS (Continucd)

201 7-2018201ti-2019il
KshsKshsNotes

17 5,789,4196(a)
5,044,747

t66,776,604
10.457,0406(b)g EmolumentsDirector

5,193,2496(c) 13,748,854ng & Accommodalions
706,5061.720.5786(d)Hospital Su hcs & Services

2,716,9834,283,2636(e)nntln & StationAdverti
9,051,547I I ,1 09,6766(l)Office, eral su lies & services
2,9t6,7403,832,53 5nlngStafl'l'rz
|,717,2291.571.868Rent Ilxt l.lscs
4,657,I 8015,568,726WASRE le
1,024,293986,734Insuranc Costs

930,9s61,800,927I es & CommissionBank Ch
810,415842.706Legal fer
25,0006(g)Fines &l c nalties

18,994,23528,35t,1266(h)CNSCSratln tlxOther Otr

31,228,454)A n\\ 1'to6(i)d MaintenanceRepairs i
5.804.5316.454J0260)Clommur licscation serviccs and su

1,138.500Consulta
4,737.656for Ilad & Doubtful DebtsProvisior

672.800

772,150

3,516,014

I,9(r0.400Provisior fbr Audit fees

Electrici I ,008,033
249,96368,199Donation
366,810175.000ornlsStaff Uni

46.300Motor ctloniclc Ins
201.000lnCar '[-rac

768.000World w er Da
213,197,314301,706,312'Ibtal

4()

6.0 ADM lN ISTI{A1'lVl.l ClOS',l'S

Staff Costs

Travelli

I,049,550
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NOTES TO'tll E FINANCIAL STAI'liMflN'l'S (Continued)

166,776 60J

a e number of cm lo ecs at thc end ofthc car \t'as

6(b) BOARD OF- DIRECTORS EXPITNSES

20r8-20t9 20 t 7-2018

Kshs Kshs

6(a) S'l'Al IF CoSTS
Salaries Allowances to Permanent Staff 128,366,4t6 140,533,420

Wages of ontract Eln lo ces 102.000 30,000

Company ational Social Securit Fund s07,600 495,400

Pension 12.004,490 l I ,495,01 8

966,263 1,161,751

Srall'Med ical t2,955,579
4,773,151

6,144,209
(iratuitv 6,854,498

StaiT Inc€ nt ivcs 1,984,500 I (t l0 000

WII}A I I,468,868 980,620

StafT I-ic( rhce renewal 10,q00 6,500

WASCA |,772,230 3,615,698

Subsister e Allowances 1,3u,210 2,242,110

S ubscri p lolls 553,397 620.256

'l'otal T 17s,789,171)

2017- 2018201lr-2019J'hc avc
20tem cntclltlo ees - ManaPcrman

t97171Pcrman tcm lo ees - Unionisable
613and contract em Io ecs1'cmpot

223204Tolal

20 I ti-201 9 2017-2018

Kshs Ks hs

Works & Seminars 2.738,540 l ,076,1 00

'l-ravel & Acconrmodation 48,400 110,000

3,094,000 2,365,000Conrm ttee Allowances

General MeetinAnnua

an Honorarium 600.000Cha

vcnts 3.71 6,600 I,386,700llol)
Ilot) edical

52,500

29,000

Iinte ll,)lucnt
'77,947

BOD thcr 207,000

'fotal 5,014,111

47

10,{57 {)J0

Stafl Welfare

---f-----'t

20
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6(c) TRAYE,LLIN(; & ACCOMONDATION

6(d) H()St't'I'ALITY StTPPLIES & SEIIVICllS

ment

Total

6(c) A DvIiR'l'l S I N (;, P ItI N'I' I N(; & S'IA'IIONARY

6(f) OFFICE, GN,NIiRAL SUPPI,II]S AND SERVICES

Scrvices

ARIAKANI WATER AND SEWBRAGE COMPANY LIMITED
D FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTII JUNT],20I9

2018-2019 2017-2018

Kshs Kshs

675,820 l .628,100

Trave and Accommodation 12,t77,010

I Iire 1'rans ort 838.874

3,07 4.844

490,305

MiII c 57,150

Total l3 7-18,85.1 5,193,2{9

2018-2019 2017 -201u

Conlerence & Mectings

Kshs Kshs

t,720,578 706,506

Enterta

1,720,578 706,506

2018-2019

Kshs

7017-2018

Kshs

comp ccessones 630.000 14,200

Printi and stationary general t,325,034

Public, a<iverts & announccmcnls

2,293,529 943.285

34,700

'l'otal 1,283,263 2,71(r,9tl3

2017-2018

Kshs

2018-2019

l(shs
I ,01 8,328I ,101,644

359,127

7,062,948Securit'
611.1442,467,304

3 19,088

7 ,22t,640
IT cons

9,051,547I I,109,676'l'otal
mables &subscri tlons

48

Publicily Iixpenses

I,759,498

Otllce lxpenses
Ollicc Clcaning
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ARIAKANI WATER AND SEWERAGB COMPANY LIMITED
D FINANCIAL STA EMENTS T'OR TTIE YEAR IiNI)IiD ]OTIIJUNN,20I9

NO'I'H,S T 1'tlIi FINANCIAL SI'ATEN{EN'I-S (Continucd)

6h) ()'r'Hl.lR OPE II.\'I'I NG F],XPENSI.]S

6 i) ti.uPAI & MAINl'ENACE,

M
Ah*

o

2017-20182()l s-2019NIiS & PF],NAI,TIES6dF
KshsKshs

[-aptrust penalty

lbr nor AISl-axer
25,000

25,000

2017-2018201tt-2019
KshsKshs

390.800tlon ex NSES[)isc
25,000l)isc ection F-ittin

9,733.085Field allowanceo&
8,682,3008,669,306Lubricantsliucl

I tts,050i\{ consumableservlcln
l8 99{,23528

'79,200

5r,r 26'l'otuI

20L7 -201820ta-20L9
Kshs

2.478,440

Kshs

1,382,113
I iuildi gs

(r71 ,006253,076tc rsComp

Irumit & Equipment
I,229,189

10.500

923,483yclesMotor
2,291,6632,750,741N4otor Vehicles

36,000145,8340t'Gcner
1,628,7601.266,070Pump

22,620,196Wate r frastructure
273,200

16,911,952

382,000ity reparrs
3l,228,45424,055,770'I'otal

Irl

49

lload o t'lcnce s

169,750

19.407.870
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WATER AND SEWERAGE COMPANY LIMITBD
FINANCIAL STATT]MENTS FOR THE YEAR ENDED SOTIIJUNE,20I9

THE FINANCIAL STA'tf,MENTS (Continucd)

CATION SERVICES

C()SI'S0

, (-rl {M

2017-21118201tt-2019

KshsKshs

ep 03 9454,398,074'l c and Internet services
I

()2 0ll748.808I] il p

icl 566 001,307 ,420SINS
-l'o

lal I6,{51,302To

iNINI

2017-20r82018-2019
KshsKshs

I nl. 19,224expense on loans

on bank ovcrdrallslntr

:al 19,221-l'o'





KILIFI VI
ItEPoRT ,.\N

NOTESTO

8.0 INCOM

ARIAKANI WATER AND SEWERAGE COMPANY LIMITDD
D FINANCIAL STATEMENTS FOR TIIE YT]AR Ii,NDED 3OT'I JUNE, 20I9

THB FtNANCIAL STATEMENTS (Continucd)

E TAX EXPENSE

b) TAXATION (PRIOIT YIiARS ASSESSMEN'I')

During the

BLE PROFIT/ LOSS FOII, THE YEAR ENDED 30 JUNE 20I9XAr)TA

ear 2018119 the company had an outstanding tax payable ofkshs 18,300,794'

2018-2019 2017-2$ltl

Kshs Kshs.

(s5,936,804)[)rofi o S S (ss,790,186)

eaa {h.t a.preciation/amortisation 16.401.070 t3,020,t67

ndd k rovision for doubtlul debts 4,737,656 3,5 I 6,014

Add k vision tbr Audit f'ecs 672,800 672,800

ndd ack donations 68,199 249,963

(r1.910,{61) (38,.177,860)

Less low'nhle cx cn scs

Wear tear allowances 19,874,204 r 6,859,7s0

t9.224I-oan nterest

'l-otal llorvablc ite ms 19,874,20{ 16,878,97.1

5 790,186

299,849 958

355 (r-10.1 '1-l

55.356 {
244,493,t24

Amo t char eablc to tax
'faxa c Profit / Loss l]/l'

20t 8-2019

t 8,300,79.tility from previous year'fax li

)'mcntLcss
I tt,300,79.1()u ts t nding 'f ax payablc

I

il

5l

for the year

(299.849,958)
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WATT]IT AND SBWEITAGIi CONII'ANY LIMITE,D
FINANCIAT, STATEMT]NTS FOR THE YIiAIT ENDED 30I'II JUN!',20I9

TI.l ll f'INANCIAL S'l'A'l'IlM IINTS (Continucd)

GS PER SHARE

per share is calculated by dividing the profit afler tax, however the company has been

and more so the company being the County Corporation is awaiting the County
Kilill to subscribe to the shares. There were not dilutive or potentially dilutive

as at the reporting date.

END PER SIIART]

are accounted for as a separate component ofcquity until they have becn ratificd
at the relevant Annual General Meeting (AGM). At the AGM to be held before the end

vidend in respect of the year, ended June 30, 2019 as the company reporled losses and

lies to the prior year financial ycar 201 8.
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KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITED
ANNUAT, REPIORT AND ACCOUNTS FOR THE YEAR ENDED 30 .IUNE, 2OI S

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I I.O PRO?ERTY. PLANT AND EQUIP}Tf,NT

174,505,550

DEIAILS Land Buildings Motor vehicles Computers &
Accessories

Plant and

Equipment
Water

lnfrastructure
Pipeline

Total

t49,222,986
144,727,256Bal as at 3oth June 2017

3,445,000

29,816,278 7,926,397 2,367 ,629 2,800,148 2,375,927 16,725,906 79,269,983

AdditionalAssets 2018 2,623,OOO 3,756,781 783,100 569,700 3,240,000 70,372,581

Fixed Assets as 30 June
2018

3,445,000 10,549,391 5,524,470 3,583,248 2,945,621, 19,965,906 19,269,983 155,099,837

Depreciation charge 2018

NBV as at 3oth lune 2018

7 45,407 2,631 ,344 r,657,323 447 ,906 368,203 3,993,181 3,710,799 73,O2O,L67

3,445,000 29,010,877 7,972,O43 3,867,O87 3,735,342 2,577,478 75,972,725 16,099,784 t42,O79,670

wlP {Building) 4,495,730 4,493,730

WIP (ARK PROJECT) 1,,47 4,443 1,474,443

Bal as at 30'h June 2018 3,445,000 29,O10,877 7,972,043 3,867,O87 3,135,342

3,240,000 2,376,872
2,577,418 75,972,725 76,099,184 742,O79,670

7,970,OO2 752,760 1.2,480,) 49 7t,606,757 32,42s,980

Fixed Assets as 30 June

2419
3,445,000 29,O70,871

726,772

9.882,045 7,107,O87 5,572,754 3,330,178 28,4s2,9'14 81,705,347

Depreciation charge 2019 2,470,577 2,132,126 689,019 476,272 5,690,595 3,508,214 15,533,509

NBV as at 3O'h June 2019 3,445,000 28,344,O99 7,471,534 4,974,967 4,823.13s 2,913,906 22,762,379 84,197,L27 158,872,141

WIP (Building) 4,495,730 4,495,730

Total 153,357,871

53

Furniture
and fitting

Water
lnfrastructure

meters

29,816,218

148,049,843

Additional Assets 2019



KII.,IFI ARIAKANI WATEIT AND SEWEIIAGE COMI'ANY LIMITED
REPORT

NOTES

D ACCOUNTS FOR THE YEAR ENDED 30.IUNE,20I9

'l'llE FINANCIAL S'[A'IEMENTS (Continucd)

Property, lant and equipment included the following items that are fully depreciated

\\11I1.0 (a)

cost.

P is the building under construction in Mariakani, an office block' to reduce rent

N(;II}LE ASSE,TS COST12.0 IN

Annull
Cost or

NBV

depreciation

chargcvaluation

Ksh. Ksh.

726,772 31,789,09932,575,871-
I

lld ingsLand and br

2,913,906416,2723,330,178rachineryPlant and r
7,411,5349,882,045 2,470,511NIotor veh cles, including motor cycles
4,974,9617. 107.087Computers and related equipment
4,823,r 35s st,) Is4

l'- itt ingsIrurnitur &
22,762,37928,452,974Cold watel mctcrs
84,t97,127

2,t32,126

3.508,214

689.019

5,690,595

87,705,341Clructure pipelinervarer infru
158,872,1{ |15,633,s09l7{.505,65(}

2017-2lll820t8-20t9
KshsKshs

5,336J026,381,462l8Atl July:
l ,045,I 602 14.998

6,381,4626,596,{602019n t .lune 3

1.852,9532,758,655Ar I July
905.702767,561Charge fr r the year

l lossImpairmt
2,758,6553,526,216At June 3 a 20t9

3,,622,8063,070,2J.1At June 3 201 q

54

Ksh.

Additions

201 8



KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITEI)
RIiPORT AND ACCOUNTS FOR THE YEAR ENDED 30 JUNE, 20 I9

T

Stationery, water fittings, Chlorine. Building materials, water meters computer accessorles,

motor vehicles spare pans had not been utilised at the close of thc linancial year.

11.0 TITADE AND OTHF]R IIECEIVABLES

NOTES O THE FINANCIAL STATEMENTS (Continucd)

'l-he am nt ofksh. 15.237,455 for other receivables have been canied forward from the

and management is investigation the same to come up with a solutionpflor ye

I3.O INVENTORIES

2017-201820 t 8-2019

s,621,5432,906,120Engin ering stores

t96,234
111,291Motol vehicle spare parts

73,080
60048Chlo llc

10,000
40,000ng materialsIluil

7 ,921,353
8,484,430metersWat

1,081,900717 ,550uter accessonesCom

<lo 4s,478,622ery and general storesStatio

15,433,56212,,786,613

2017-201820 t 8-2019

KshsKshs
172,284,670232,145,139receivablesl-r

210,9902t0,990

t28.406128,406ceivables
15,237,45515,237,455reccivablesOrh

I 87,861 ,52 I247 ,721,990trade and other receivablesGro

187,861 s2t211 721,990ade and other rcccivablcsNet

I

55

Denosits and prepaymcnts

VAT recoverable

StatY
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KILIFI ARIAKANI WATER AND SEWEIiAGE COMPANY LIMITED
NEPORT A ACCOUNTS FOR THE YEAR ENDED 30 JUNIi,2OI9

NOTES T TIIE FINANCIAL STATEMENTS (Continued)

t 1.0 (a) T I)Ii ITE(] Ii I VA I]I,IiS

AsatJ 30, the ageing analysis ofthe gross trade receivables was as fbllows

-l'he 
pro ion on deblors o1ksh.4,737,656 is a general provision a1 2.0% based on hislorical

cstl rltalL'

14.0 (b) STAFF II,I'CEIVAI]LES

s

2017 -20ttl20 I 8-201 9

Kshs Kshs

17s,800,684236,882,795Gross lrade receivables
(3,516,014)(4,737,656)I)rovis ion for doubtful receivables

232,145,139 172,281,670-I'otal

z0l7-2111820t 8-2019

Kshs

34,253,25059,629.082Less t n30da
24,564,97519.625.589
t0,729,11214,456,952ren 6l and 90 days[]etrvr
5,673,5587,644,841Ilctu r :en 9l and 120 days

100,5 79,790135,526,33 1Over 20 days

175,tt00,68.1236,81.l2,795'l'otll

201 7-201{t20 t {l-2019

Ksh sKshs
t28,406128,406staff loans and advancesGro

r 2tt,{06l2tt,;106'I'otal

56

Kshs

BetwCen 30 and 60 days

Prol,lbion for impairment loss



KILIT'I
tiEPot{1'

ARIAKANI WATER AND SEWERAGE COMPANY LIMITEI)
D ACCoUNTS T'OR THE YEAR ENDED 30 JUNR,20I9

NOTI'S O THE f'INANCIAL STATEMENTS (Continrrcd)

15.0 rrA AND CAS}I BALANCF]S

2017-20t8
Kshs

201ti-2 019

Kshs

20,891.42128,360,589Cash al bank

4l 8,436t{ -) 46Cash it hand

2l,309,85728,368,935Tota I

2017-20t11201ti-2019T_

KshsKshsAccount numberI.'inancial institution
rent accountll C

265.683542,409l 101 87773 IKcn ommercial bank
57,825lL02227366

2,347,6257,184,4771102227595
t4,369,t754,461 ,400I 101877553

1102225444 2,038 010

57,1 8l1 136465628000

Commercial bank

Commercial bank

Commcrcial bank

ommcrcial bank

Co-o

Ken

Kcn

Kcn

Ksn

tive [Jank
318,3784,104,973

8.750,5 54

52.320

7441 300001 83Posl h
19,{60,.393Sub- llrI

4l 8,4368,346

25,153-,918-

292,28845,3 l6
IIand

M-PE
r 7,000

83,89642,400825995
M-PI]
M.PE

1,037 ,8443,118,915

I,8.19,.16{3,211,917Sub- tul
21,309,85728,368,935(J rrn total

64,342

Cash in
522100

ti41 96 I

-Fostallbomoration

57



2018-2019

Arrlhoriscd: Kshs Kshs

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

5,000,000 5,000,000

d fully paid:

100 o shares ofKshs. 1,000 par value each

Total

100,000

t 00,000 100,000

I7.O REVI,LUATION RESERVE

The revahiFtion reserve rslates to the rcvaluation of certain items of property, plant and

equipment,] As indicated in the Statemenl ol Changes in Equity, this is stated after transfer of

excess depftciation net ol'relatcd del'ened tax to retained eamings. Revaluation surpluses are

not distrib{table.

I8.O FAIR]IVALUE ADJUSTMENT RESERVE

fhe rair ldlue arliustmcnt rescrve arises on the revaluation of available-lbr-sale financial

assets. prin[ipally ihe marketabte securities. When a financial asset is sold, the portion of the

feserve fh{ rclates to that asset is reduced fi'om the lair l'alue adjustmcnt reserve and is

recognisedlin profit or loss. Where a financial asset is impaired. the portion of the reserve that

telates to tilat asset is rccogniscd in profit or loss

I9.O RETANED EARNINGS
I

The rctain& earnings reprcsent amounts available lor distribution Io lhe entily's shareholders'

Undistribu{ed retained eamings are utilised to finance lhe entity's business activities.

KILIFI MARIAKANI WATER AND SEWBRAGE COMPANY LIMITED
REPORT AND ACCOUNTS FOR THE YEAIT ENDED 30.IUNE,20I9

NO'I'ES TO THE FINANCIAL STATEMENTS (Continucd)

T6.0 ORDTNARY SHAIITI CAPITAL

The retain& eamings represent amounts available for distribution to the entity's shareholders'

Undistribu#d retained eamings are utilised to financc the entity's business activities.

2017-2018201fl-2019
KshsKshsllarninItctain

240,132,422296,088,450IAs at I
(s s,9s6,02855,790,1 86)

296 088,450351,878,636Total as at June 30 2019

Nct [o for the crr

5rl

20r 7-2018

lssucd
100,000

201 8



KILIFI
II.EPoRT

ARIAKANI WATER AND SEWERAGE COMPANY LIMITED
D ACCOUNTS FOII THT] YEAR IiNDI]D ]O JUNE,20I9

Tll E FINANCIAL STATEI\IENTS (Continucd)

O\\'INGS

fcility 
awarded lo the company by K-REP Bank at an interest rate of 2lYo per

l[ducing balance was fulty settled by last financial year.

NOTES

20.0 Bo

l his loan Il

annum on I

21.0 DEI- ERIiI) ]'AX I-IAI}ILITY

Dc f'crred t is calculated on all temporary differences under the liability method using the

enactctl t lrate, currently 30%. ]'he net deferred tar liability at year-end is attributable to the

follou ing i ems

'l-hc move nt on thc del'ened tax account is as follows:

2017-2018201 8-2019

KshsKshs
839,2t6

Domestic oarrrowln thcs durin

tts of domestics borrowings during the ycill'I{cpcymcr 839,21 6

llalance a end of the car

Less: Am unts due within one car

due after one year (non-current Po rtion)Alnounts

20 r 7-20182018-2019
l(shsKshs

16.859,75016,8s9,750Accelera ca ital allowances

:d exchange gains/(losses)IJnrealisr

Revaluat
(299,849,958299,849,958

It su Ius

fbr liabilities and char CS

canied fbrwardTax losst

Plovisior
(282,990,208)Nct dtfc rrcd tax liability

( 17s,576,803)( l 75,s76,803)earbc ol'thcnntn

valuation reserveCredit to
I ] alance

carvtslon 1n nor[Jnder

lncome tement char el cred it
175 576 0-3l]:rlance I end of the car 175,576 8{}-1

Balance * beginning of the year

(current portion)

(282,990,208)
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KILIFI I
REPORT AI

/IARIAKANI WATER AND SEWERAGE COMPANY LIMITED
D ACCOUNTS FOR TIIE YEAR ENDED 30 JUN[, 20I9t

NOTES TIO THE FINANCIAL STATEMENTS (Continued)

22.0 TIIA E AND OTI{ER PAYAI}LES

23.0 LICU.{CEE FEES

Licencee (ees is levicd by Coast Water Works Development Agcncy for thc use as the agent

ofthe regulptor ollering administrative services, thc rate is 9% o1'the watcr sale. The current

accumulat{d amount in ksh.285,515,715 bcing ksh. 35,967,839 classil'icd as current and ksh.

24g,547,817 classificd as non-current. The water Regulatory Lcvy is payable to watcr

Requlator Board TWASREB) at a rate of I % of water sale upto August 201 9 as from

Novemberi20l8 it changed to 470 of water sales.

lff," nuU. Jut", d.bt relates to Coast Water Works Development Agency invoices for supply

[r*u,.r, ,if,.n n", been rescheduled for payment in future. The outstanding amounl as at 30

bune 2019}]s ksh. 3 I 5,67 1,948, being ksh. 50,342,040 classified as current and ksh. 265,329,908
tt
f lassified .{lnon-"u.."n,

21.0 lluLK WATFIR (DEI]'l-)

ll

2017-201820I8-201 9r
Kslrs

53,165,2087 5,324,187Trade Creditors

9,041 ,77 tilities)Other [.ial

40,95 I ,86149,208,661Long Ten n Customer Deposit

2,365,62814,334,353Waler Setyice Regulatory Services LevY

18,300,79418,300,794

2,5',t t,2003,289,200Audit F'

41,914,61835,967,839I-.ur" fe"ft ti.ensee fees)

t7 ,543,96050,342,040liabiliticsrfBulk wat(

I88,.137,7.13255,808,815'l'otal

60

Kshs

11,624,474

Tax Liabil[ry lPrior ycars Assessment)



KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITED
REPoRT ANI) ACCOUN'I'S FOII 1'TIt] YEAII ENDED JO JUNE,20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

25.0 RETIREMENT I}ENEFIT OBLIGATIONS

The entity opcrates a deflned Conlribution scheme lbr all full-time employees from July I ,

2015. Thq soheme is based on 12 percentage of basic salary plus House allowances of an

employee gnd the employer contributes 15 %o of the same. 'l'hc company also has a few

employees who are not contributing to thc defined benefit schcme, brlt the fund managers

norrnally d$tcrmines liabilities and advises the employer to pay liom time to time. Currently

we 6ave n6l bcen advised on any liability. 'fhe below balances rclates to defined contribution

ochemc balpnces.

201lt-2019 2017-2018

Kshs Kshs

t.a trust 3,234,365

3,2-i1,365

'l hc compally also conrributes to llre statulory National Social Sccurity Fund (NISSF). This is a

delined cofiribution scheme registercd under the National Social Security Act. The company's

obligation irnder the scheme is limited to specilic contributions lcgislated from tinre to time

and is curr4lntly at Kshs. 200 per employee per mon1h.

26.0 COA$T WATER WORKS DEVELOPMENT AGENCY LIABII,ITY

This ariseslAs a result ol'excess oltotal liabilities over assets; thcrc are pending unreconciled

lssues reladn[ to Bulk water over estimation of invoices provided to KIMAWASCO.
t-

Torul .*rJrt & non-currcnt liabiliries Ksh. 785,682,1l9
I

I

Lcss total .{ssets Ksh. 455.31 5.653

Less Capit! and Reservc

CWWDA I, iabilitl'

6l

l,495,6 1.+

I,{95,61.1lTot"t

Ksh.301.684.617

Ksh. 28.681.849



KILIFI
REPOITT

ARIAKANI WA'I'ER AND SEWERAGE COMPANY I,IMITED
D ACCOUNTS ]'oR THE YEAR ENDED 30 JUNE,20I9

NOTES T 'l'lIE FINANCIAL STATEMENTS (Continucd)

27.0 CAP AI, I{I]SERVf]S FTINI)

28.0 PROVISIoN I.'OR LEAVE PAY

[r annual leave pay is a liability the company has tried to avoid by exercising

[b planning whcre every head ofdepartment and section heads prepares a leave

l\'o

thc

id leave liability. This is based on services rendered by tull-time employees up to

year.

Provision I

annual lcat

roastcr lo a

thc cnd ol't

29.0 t)tvl
'lhc bxlanc
shalcholdc

D I',NI)S PAYAIII,O

le ofdividends payable relates ro unclaimed dividends, payable to different ordinary

[s. 
'fhe balances are analysed in annual amount below.

2017-201tt2018-2019
KshsKshs

2,745,0002.745,000Land
29,821 ,90029,821,900Iluildinss

I,690,000Motor vel ,ic lcs

3,1,256,900Subtotal
521 ,875

3{,256,900

521.875Managcm rnt salary at lbrmation
411,423luction on Ex- NwcPavroll dc

418.33 )418,332lix-Nciv I l) roll on Iornration
521,87 5521 ,87 5Managcrn :nt salar-v- at 200(r July

41t .423Statutory
220.184220,t84'fransfer t

2,505 lt22,50s, r r 2Sub Totr

eduction 2006 August

n reconc iliation

I

t3,332,00'713,332,007nt for cost of billsAdjustme
50,0911,01950,09J,019'lotal

62

r,690,000

411,423

4fi,423



KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITEI)
R.EPOIIT AND ACCOUNTS FOII'I'HE YI.]AIt IiNDED 30 JUNE,20I9

NOTES TO THE FINANCIAL S'TATEMENTS (Continued)

3O.O NOTDS TO TI{E STATEMENl'OF'CASH FLOWS

r) Reconcillation of operating profit /(Loss) to cash generated from/ (used in) operations

20 t 8-201 9 2017-2018

Kshs Kshs

rofit/(loss) (ss,790,186) (ss,956,028.27)

Dcpreciat on/amortisation 13,925,869

Pro v ision for bad debts 4,737,656

I)ror ision ( CWWDA liability;
672,800 672.800

(s34,s97)
Provision for audit fees

534,597

(33,14i,063) (38,375,942.27)( )pcratin g profit/(loss) bcforc working capital changcs

( 12,078,638.30)Stock ol c nsumables

(lncrease) decrease in trade and other receivables (s9,860,469) (61 ,'173,911)

Increase/( ecrease) in trade and other payables 63,066,846 (7,034,908.31)

lncrease/ ecrease)in cwwda liability

Increasc/ crease) in retirement benelit obligations

lncrease/ ecrease) rr Bulk liability

6,794,462

I,738,751

4t,417,927.88

17.543,960 59,406,213

I ncrcase/ ecrease) in Iicensee remuncration 41.914,570 35,881 ,333

Owncrs e uity 73,746,916 55,967,109

{0,,302,853 17,591,167

Opcrati Activities

(68,1 99)

{0,23{,65"1

(249,963)

17,31t,201

31.0 Rti TED PARTY I)ISCLOSIII{ES

(a)Goverl
f 
tnent of Kenya

fy Govemment of Kilifi is the principal shareholder of the KIMAWASCO, holding

ihe enti4,'s equily interest. However, the Govemment of Kenya provides full

f to all long-term lenders of the KIMAWASCO. both domestic and extemal'

I,A

The Counl
100% ofl
guorun,""l

_qrssuc

Deferred fircome

I 6,401 ,070
3,516,014

2,548,796

149,095

Orher relfd parties include:
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KILIFI ['IARIAKANI WATER AND SEWERAGE COMPANY LIMITED
REPORT AIID ACCOUNTS FOR THE YEAR ENDED 30 JUNE, 20I9

i)
ii)
iii)
iv)
v)
vi)

b) Grant s

Ir

Tf,e Parent Ministry; Ministry of water and irrigation
dt,rnw Govemment of Kilifi
!Hr,", i"*i"., Trust Fund

d[urt water Service Board

{fy r*ug...nt;
flard of director

{ny's activities exposc il to a variety of financial risks including credit and liquidity

"o.p*y't 
or"ruu ,itk management programme focuses on unpredictability of

[h" burin.r. environment and seeks to minimise the potcntial adverse effect ofsuch

iperformance by setling acceptable levels ofrisk. The company does not hedge any

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

I credit history.

20 t 7-201 8

Kshs Kshs

Watc Scrviccs 'l rLtst lrttnd
6,915,535Cou
6,915,535

Govcrnmenl

c) Kcy managcmcnt c0mPcnsation

32.0 I'l ANCIAI, IIISK MANAGEMENT

'l hc Comp
risks. I'hc
changes in
risks on it:
risks and
cslablishc<

(i) Cr

'l he entity

The compfny's financial risk management objeclives and policies are detailed below

edit risk

pay amo
with ban

ut
k!

has exoosure to credit risk, which is the risk that a counterpartl' will be unable to

lts in full when due. Credit risk arises from cash and cash equivalents, and deposits

f], as *ett as trade and other receivables and available-for-sale financial investments.

firt urr.rr.. thc credit quality of each customer, taking into account its financial

ffist experience and othei factors. lndividual risk limits are set based on internal or

64

Managemt
position, p

Kshs

5.044.147

Kshs

10,457,040rs'cmoluments[)irec

nsation to thc CEOCom

16,848,00015.390.400nsation to keCom mana cntcltt
21,892,71725.li17,{-10'l'otal

'l'olal

201 ti-20I 9

2017-2018201tt-2019



KILIFI MARIAKANI WATER AND SEWERAGE COMPANY LIMITED
N,EPORT AND ACCOUNTS FOR THE YEAR ENDED 30 JUNE,20I9

0xtemal aslpssment in accordance with limits set by the directors. The amounts presented in

*rc statem{ft of financial position are net ofallowances for doubtf'ul receivables, estimated by

lhc compa{y's management based on prior experience and their assessment of the current

?conomic $vironment.
The custorlers undcr thc l'ully perlorming category are paying their debts as they continuc

consumpti{n of water. The credit risk associated with these receivables is minimal and the

lllowance llor uncollectible amounts that the company has recognised in the financial

ttatemenls lF considered adequate to cover any potentially inecoverable amounts.

The boardlof directors sets the company's credit policies and objectivcs and lays down

Da.ametersl{nithin which the various aspects of credit risk management are operated''i
(ii) Li#idity risk management

Ultimate nbponsibility for tiquidity risk management resls with the Cornpany's dircctors, who

have built lan appropriate liquidity risk management framework for thc management of the

Company'l short, medium and long-tcrm funding and liquidity managcmenl requiremenls.

The entiiy $.,anages liquidity risk thiough continuous monitoring ol forecasts and actual cash

flows.

Enrities a4d othcr parties related to the entity include those parties \^'ho have ability to
cxcrcise c4ntrol or cxercise signilicant influence over its operating and financial decisions.

Rclated p{ties includc managetncnt personnel, their associates and close family members.

'l hcre wer{ no inlcr rclatcd pany transaction during the ycar.

2. Segmeht information

The comppny does not have segments operating either geographically of departmentally that

requires s{mental reporting on pertbrmance and allocation of resources

3. Contirfgent assets and contingent liabilities

The $mpany does not have known contingent assets or contingent liabilities in the

financ{ilI period under reporting

Capit4f Commitments

fn.r" [u.r" no Capital commitments made in the next iinancial year for reporting in the

currenl financial year
I

Evenf after the reporting Period

Tno" [r"r. no marerial adjusting and non- a justing events afler the reporting period.

l. Related Partl' Ilalances

6. lJltim te and Holding Entity

mpany is a Semi- Autonomous Govemment Agency under the Ministry of Water

gation. Its ultimate parent is the Govemment of Kenya.
'l'he C
and IJt

.t

I

o

7 . Currlincv
fne fiflanciat statements are presented in Kenya Shillings (Kshs)

IIt6s
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used or numbers are as containcd iu the extcrnal audit repo(;

e "lssue/Observation" and "managelnent comments", required above, from final

audit report that is signed by Management;

the report, discuss the timeframe with the appointed Focal Point persons

entity responsible for implementation of each issuc;

the status ol"Rcsolved" or "Not Resolved" by the date of submitting this report to

Trcasury.

ard

(

(

(

(

I2o \\ ,",", *qlttl*olx...

6(r

+{a-=
Managing []it]ctor'



a

KILI
ANNT'

FI MARIAKANI WATER AND SEWERACE COMPANY LIMITEI)
A1, RF,PORT AND ACCOUNTS FOR THE YEAR NNDED JO JUNIi. 20I9

-up Audit Report

June 19 comminee meeting.

Board Recomrnendation.Actioncd

stalus

Audit arca Action necdcd.SN

Ongoing Thc Managing Dircctor to

lollow up with coast watcr

ho.lrd anc National water lbr

thc owncnhip documents.

Thc managcment to budget

lor thc valuation o[ a\scts

and the pending work in

proSress in the FY

20 I 92020 budect.

Owncnhip daumcnLs for thc

company a.ssets.

Valuation reports for the

company asscts.

Smtus rcpon on thc rcJbned

work in progrcss in thc last

financial ycar of Ksh

4.495,730.m

I Propeny plant

& Equipmcnt

Ongoing Thc finane managcr rn

cmrdination with fic
procurcmcnt manaScr to

upjate fic company asscts

rcgister.

Revised updatod flxed asscs

registcr aligned as provided by

tlre accounting and financt
policy.

2 Kimawasco

fixed assets

rcgistcr.

Thc officc of thc manaSrng

dircctor to &signatc a no4-

revenue water ollimr to lead

in rcducing non-Evenue

water,

OngoingWaEr

production &

billed

volumcs.(Non-

rcvcnuc watcr)

J

OngoingDocumcntcd suatc8ics by thc

commcrcial managcr to infieasc

the billed amount rc as to mect

the budgetcd revenue.

4 Budselcd

rcvenuc &

Billed revenue

OnFoing

Thc oflicc of thc manacing

director to appoint a

management accounmnl who

will advisc on all issues

pcnaininS to budgct.

The board Fansfcrred thc

rcvcnuc collection function

from commcrcial depiutment

to finance dcrrartrncnt. Thc

Iinancc manager to

Aecinr onalysis of the rcponcd
old debs portfolio.

Old dcbts rcvovcry plan.

5 Accoulrts

rcccivablc

. Lcak dctcction survsy rcpofls.

. Metcr rcplacement rcpons.

. Di$rict metenng
proSrqcvpcdormancc rcpons.
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Aud Manager

Thank

Ja

6. 0thcr

roceivable.

Schedules for the other

rcccivablc figurc of Ksh

15.237.455.m.

Ongoing Thc financc managcr ro look

for $e schcdulcs of thc other

reccivablc.

't Tradr'crr{itoA Payment plan on the ciearancc

ol thc outstanding supplicn.
Oneoins Financ'c managcr !o prcpare a

practical payment plan.

ll llng-term

customer

dcposits.

Rebanking of thc amount of
customcr dcposits of Ksh

26,582.686.00 which u'as

irrcgular cxpenscd.

Ongoing Thc financc manager to

commit a monthly standinS

ordct of Ksh 5fi).(tr 00 so

as to rccovcr lhe dcbt.

9 County

govemment

grint.

Minutes and o(her supponing

docurnentation to suppo( the

county govcmmcnt grart of Ksh
6.915.535.m

Ongoing The chairman of thc board

and the managing diredor to

follow up thc documcnution

with the counry sccretary.

IO Budget conrols

and

pcrformancc.

Monthly budget variancc
pcrformance reporrs by ld of
cvcry month.

Ongoing Board approvr{ appointmcnt

of managemcnt accountant.

ll. Stull' drrluctrons Paymcnt plan tbr addrcssing the

ouLstanding dcducrrons of Ksh

8.614.9n.m.

Closcd knding saff deduoions

clcarcd.

12. Bank /account statcments for M-
ptsa and Postal corpa'ations.

CIoscrj Stalcmcnts u,crc avai)cd.

6u

lnternal

f.,

llcastr ana uant

llu.r-*,




