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MURANG'A SOUTH WATER AND SANITATION COMPAIiTY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2019

(a) Background information
'l'hc company is incorporatcd in Kcnya under thc Kcnyan Companics Act
CAI) 4U(; o[ tho laws o[ Kcny:r, and is domicilcd in l(cnya, in Murang'a
County and administcrcd by 'lana Watcr Scrviccs board.

(b) Principal Activities
'l'hc principal mission of thc Company is to providc quality, affordablc,
rcliablc and sustainable water and sanitation services to our customcrs
rvithin Murang'a South, Kandara and Kigumo Sub-counties.

(cl Key Management
'l'hc Company's day-to-day management is undcr the following kcy
I)opartmcnts;

Department Name

- 'l'cchnical Scrviccs Departmcnt - John Macharia

- Commcrcial Scrviccs Dcpartmcnt - 'l'abitha Ndcritu

- nudit, ltisk & Governancc Department - Panicl Mbogo

(d) Directors
Name Designation
Mr. J ulius K Manyeki
Mr. Mathcw Chegc

Ms. Nancy Muhoro
Cll() Ilcprcscntativc,'l'WSB
Ms. l]catricc Gichcha
Ms. Mary Mwai
Mr. llonifzrcc Macharizr

Ms. Mary Nyaga

(e) Company secretary

Chairman
Director
Director
Principal
Director
Director
Dircctor
Managing Dircctor

(iikuhi Kianer & Company
Ccrtifir:d I)ublic Sccrctarics
t).o. Box 1271-10too
Nycri - Kcnya

l.
2.

3.

4.

5.

6.

7.

il.
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MURANG'A SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2019

(f) Rcgistcred office

(g) Indcpcndent auditor

(h) Company Bankers

Muswasco Officcs
Kandara Watcr Oflice
P.o. Box 87 - O1034
Kandara.
'l'clephonc: 07 16 645 345
lDmail: murangasouth@gmail.com

Auditor - Gencral
Olficc of thc Auditor Gcneral
P.O. Box 3OO84 - OO100
Nairobi - Kcnya

Equity Bank Ltd
'l'hika Branch
I).C) Box 253-0 l0O0
't'hika

Kcnya Commcrcial Bank Ltd
'l'hika Branch
I).O Box 271-010O0
'r'hika

Unaitas Sacco Limitcd
Kangari Branch
P.O Box I145-10200
Murang'a

Amica Sacco Ltd
Kandara Branch
t'].O. Box 4062
Kandara

Sidian Ilank Ltd
'l'hika llranch
I).O. Box 6043- O1O00
'I'hika
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MURANG'A SOUTH WATER AND SANITATIOIT COMPAITT LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUITE 30, 2OI9

THE BOARD OF DIRECTORS

DIRECTOR'S NAME AND PASSPORT-
SIZE PHOTO

DIRECTOR'S DATE OF BIRTH, KEY
QUALIFICATIONS

[. .)

frrj ffiu
Julius K. Manyeki (BOD Chairman -
Representing the Business CommuniW)

Year of Birth: 1956
Bachelor of Commerce
MBA (On going)

Mathew Chege (Director - Representing
Farmers )

Year of Birth: 1966
Bachelors of Education

Masters of Education Planning
Management & Administration

Nancy Muhoro (Director - Representing
Religious organisations)

Year of Birth: 1975
Diploma in Community
Development

L

Beatrice Gicheha (Director -
Representing Murang'a County
Government)

Year of Birth: 1985
Undergraduate
Bachelor of Education

ivll'lg,:
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MURANG'A SOUTH WATER AND SANITATION COMPANT LTD,
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 3(), 2019

Mary Mwai (Director - Representing
Women organisations)

Year of Birth: 1956
Certificate in Strategic Planning
and Management of Projects

Boniface Macharia (Director -
Representing Professional bodies)

Year of Birth: 1953
Diploma In Water Supply
Engineering and Public Health

Mary Gathoni (Managing Director -
Secre tary to the BOD)

Year of Birth: 1958
BBA (Entrepreneurship)
Diploma In Water Engineering

vll'age
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MURANG'A SOUTH WATER AND SANITATION COMPANT LTD.
FIITANCIAL STATEMENTS

FOR THE YEAR ENDED JUI{E 30, 2019

MANAGEMENT TEAM

T{AIUE & PROFFESIONAL QUALIFICATION AREA OF RESPONSIBILITY

Mary Gathoni Nyaga
BBA (Entrepreneurship)
Dip. Water Engineering (KEWI)

Managing Director

t CPA Paniel Mbogo Munyi
CPA (K), Dip. Project Management
(KIM) B.COM (Finance Option)-KCA

Head of Internal Audit

John Macharia Wanjiku
B.S.C(Water & Environmental
Engineering) -Egerton University

Head of Technical Services
Department

t CPA 'tabitha Waithera Nderitu
Bachelor of Commerce (Finance Option)-
Mount Kenya University.
CPA (K)

Head of Commercial
Services Department

vill'agc
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MURANG"A, SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2019

CHAIRMAN'S REPORT

It givcs mc plcersurc to rclease our Annual Report and Financial State mcnts for
lhc v<:ar <'nd<'d 30d, .Junc 2O19. We havc seen another ycar of improvcd
r(:vcnLrL' l;rowth and havc madc significant progrcss towards our scrvicc
rlr:livr:r_v in both thc lcvcl and sustainability ol growth. 'l'hc rcvcnucs havc
r:onl.inucd to grow and as cvidcnccd in Lhc rcport wc rcarlizcd Kshs 146 million
lrom l{shs l3it million registcring a growth ol 6%. 'l'his was achieved through
irrr pk:mcn ta li<>n of various projects and continucd rchabilitations of verrious
st:rr,,i<:t: lincs.

Achievements
. 'l'hc company hars an on-going construction of Kinyona-Sabasaba

pipclinc & trcatmcnt works of 12,O00m3/day.

'l'l'rc cornpany has an on-going projcct of laying down 40km I IDPE pipcs
o[ assortcd sizcs grantcd from thc Ministry of Water through nthi Watcr
Scrviccs lloard which will sec thc company conncct ovcr 8,000
con noction s/ houscholds upon complction.

'l'hc cr>mpany is in the proccss of implcmcnling Pcrformancr: I]arscd

Contract projcct in Kcnol & Kabati to rcducc NIIW through Public Privatc
I)zrrtncrship.
'l'h<: company hers an on-going projcct- Kcnol Makuyu Ciumbu pipclinc
<:onstruction of lcngth 17 I(m (1OKm of 2OOmm and 7Km of l60mm)
u,orks involvcd include, construction of distribution lines of length 5Km,
I{c habil itartion of 'l'hangira tank of 90m3 and construction of masonry
'l'ank of capacity 250m3.
I?cduction of Non-rcvenuc watcr through dislodging inactivc accounts,
c<>nvcrs;i<>n of flat ratc connections through consumer mctcr and
installation of mastcr mctcrs on scrvicc lines.
lrrcrcasc in numbcr o[ activc conncctions from 26,950 connections in
,lunc 2olil (FY 2Ol7 l2O lti) to 30,606 conncctions by thc cnd of .Junc
20 t9.

r ii 
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MURANG'A SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2019

Wc :rrc opcrating undcr thc Watcr Act 2016. ll is worth noting that the watcr
sr:rviccs havc bccn dcvolvcd and we arc dircctly rcporting to the County
gov(:rnmcnt.
It. has tlccn a ycar of furth<>r progrcss- s trat<:gically, operationally and
I-irrarrci:,rlly. 'l'hcrc is, hou'cvcr, no cornplaccncy, elnd in such rapidly changing
r:rrvironmcnt wC continUc to nccd to focus our cncrgics on shortcr dCcision
t.im<:lincs, rapid dcploymcnt and strong customcr focus. Wc can only do this
s r:<:r;t:ss lully with cxcellcnt people and, on behalf of thc Board, I takc this
oppor.tunity to acknowlc<1gc thc support o[ all stakcholdcrs, '['ana watcr
Si,i.uir:r:s l,llard ('I'WSB), Athi Watcr Scrviccs Board (AWSB), Murang'a County
()Ov<:rnmcnt, watcr serviccs Rcgulatory Board (wASRDB)' Water sector'lrust
Funrl (ws'l'F), cDI., Ministry of watcr & Irrigation (MWI) through thc l)istrict
Watt:r ()fficcrs (DW{)). Noi disrcgarding our supplicrs and our cstccmcd
custornors lor continucd support and paticncc wilh us'

I :rlso oxt.cnd my gratitudc to thc Boarci of Dircctors, managcmcnt and staff of

M TJSWASCO lor thcir vcry considcrerblc cfforts, dcdication ernd hard work in
tlrr: perst ycar. I look forwaicl wiLh confidcncc to your continucd coopcration and

sr.rp[)orl. in th<: ycar ahcad. (]od []lcss.

JULIUS K. MANYEKI
BOD CHAIRMAN

r iii l



MURANG'A SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2()19

MANAGING DIRDCTOR'S REPORT

INTRODUCTION.
Mr:rzrng'a South Watcr and Sanitation Company has now bcen in existencc for
t:lt:vcn vcetrs and has sincc achicvcd tremcndous improvcmcnt dcspitc various
r:hitllcngcs faccd. 't'hc totzrl arca of oltr Company is 1,O34Km2 with a
pcrlrulntion ()l 489,696 out of which thc Company has managed to covcr all in
scrvi<:c provision, but has progrcssivcly grown in servicc covcragc and is

rrurnaging thc watcr supplics of Kandara, Kigumo and Maragua (Murzrng'a
SoL.rth) sub-cr>untics within Murang'a County.

During the year the Company achieved the following among others;

. Wr: havc implcmcntcd a [unctional wcb bascd Intcgratcd customcr
rr.lzrtions rnodulc, that allows acccss from any location offering improvcd

;rnrl cascd cfficicncy, timcly solving o[ customcr rcqucsts, climinating
rr:dunclzrncics and duplicatcd rolcs.

. 'l'hr: compzrny has upgradcd to a tully functional wcbsite in linc with thc
r<,gul,toi's (WnSnOS) rcquircmcnts. 'lhis has assistcd in improving thc
company's corporatc image and will go in hand towards thc
in rplcm<:ntation of thc compzrny's stratcgic plan.

'l'hrough implcmcntation of CilS [hc company havc

:rll lzrid dowrr pipclin<:s and proposcd pipclincs to bc

tt:n trranchcs whcrcby thc proccss is ongoing in
bran<:h. 'l'his czrn bc vicwcd in Googlc carths.

bccn zrblc t.o d igr tiz<:

Iaid down in all our
thc rcmaining onc

l)r:rlrtrmzrncc managcmcnt arnd staff capercity building through trainings
,,r'as cnhanccd thus improving stalf productivity.

'l'ltc comp.rny Iluman llcsourcc havc r-rpgradcd from thc currcnt cxccl llat
lilc storergc to a MYSQL databasc for storing thc pcrsonncl data.

ir



MURANG'A SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

F'OR THE YEAR ENDED JUNE 30, 2019

CHALLENGES
- 'l'hr: company is still faccd with high lcvcls of NI?W that has bccn

cont.ributcd by bursts duc to high prcssurcs from bulk watcr into our

dilapiclartcd inlrastructurc, illegal connections/ thcft of watcr'

- lligh opcrational costs causcd by opcrations and maintcnancc of

<lilapidatc<l infrastrucLurc, chcmicals that arc now lundcd intcrnally aftcr

dcvolution.
l,zrcl< oI cnough rcsources to address issucs likc augmcntation oI

clistribution lincs, propcr trcatmcnt facilitics, rehabilitation and mctcring

that rc(luirc hug<: sums of moncY.

- culLurc o[ our customcrs that is dclay in paymcnts of thcir wzlter bills

ht:ncc affccting the normal runniug of our opcrations'

- I']olitical intcrlcrcncc which has dclaycd approval o[ thc ncw tarilf'

- llural road upgradc by KDRRA has led to destruction of laid down pipcs

hcncc ulfccting the supply of watcr.
.Irnplt:mcntationofCountyDircctivcl.ariffthatrcviscdourtarif[

<lownwards hcncc affccting our billing and rcvcnuc pcrformancc'

Staffing
'l'ht: r:ornpatny
provid<: thc
corn pan_v.

' opcrzrtc<J with an avcragc of 157 stafis who workcd tirclcssly t<l

sciri""s and workcd as a team to achicvc thc targcts of thc

Appreciation
tiakc t.tris opportunity to rcgistcr my gratitudc to lhc Board of Dircctors for

thcir unwzrvcring support, thc corporatc managcmcnt tcam and IIUSWASCO

st:rfl'hrr thcir haid *nik, .fu.t", support and commil,mcnts which has mardc us

rr:gistt:r zr positivc growth, TWSB tor thcir contribution and support both in
t<iir<l an<j c:rsh, County Govcrnmcnt, CDF, DWO'S from thc thrcc sub-countics
ol' Iiundara, Kigumo, and Murang'a south (Maragua) for thcir c'ontinucd

sllpll()rt. Wc carinot forgct thc consumcrs of our scrviccs and supplicrs who

srrppLrll<:d us throughout thc ycar.

\

MARY NYAGA
MANAGINq DIBECIqR.



MURANG'A SOUTH WATER AND SANITATION COMPANY LTD.
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUND 30, 2019

CORPORATE GOVERNANCE STATEMENT

Approach to Corporate Governance

Murang'a South watcr & Sanitation
Iloz.rr<l of l)ircctors arc committcd
sl.arn<lards ol corporatc govcrnancc.
'l'lrr: ljoard ol'l)ircctors and cntire managcmenl havc committcd thcmsclvcs to

act I-rr>r-tcstly, cthically, <Jiligcntly and in zrccordancc with thc law, WASIRDB

issL-:t:rl rcgulatory guiclclines and Scrvicc Provision Agrccmcnt (SI'n)

r,.,1uir<,mcnis in 
-scrving thc intcrcsts of MUSWASCO's stakcholdcrs, i.c

<'nrgrloyccs, customcrs and thc communitics within our arca of jurisdiction
(l(arr<li.rra, liigum<; and Murang'ar South Sub countics).

MANAGDMENT DISCUSSION AND ANALYSIS

Murrang'a South Watcr ancl Sanitation Company is a registcrcd 
- 
Company

<,p.,rating undcr Watcr Act 2016 ancl manages thc watcr supplics of l(andara'
tiigumo an<1 (Murang'a South) sub-countics within Murang'a County' 'l'hc

,,uii,pu,-.,y <:.rrsists ol four Corporzrtc managcmcnt tcam who hcads four major
kcr'<1t:partmcnts as shown abovc.

,l.hr: r:omptrny has l1 schcmes which run as branchcs to the company though
rh(.\, aro ccnlrally managccl at Kandara hcadquartcr officc. This duc to thc widc

gt:ogrirphical arca that thc company covcrs of 1034Km2'

'l.hi, r:ompzrny also has 157 hardworking and committed stafl who opcratc on

t hr: I I bizrnchcs thc company has within Murang'a South arca. 'lhc staff arc

crn;;krvcd undcr pcrmancnt and pcnsionablc basis'

ln acl<1ition, thc managcmcnt is committcd to cnsurc thc company complics
\vir lr sL.rtut.ory obligations such zrs paymcnt oi I)AYD, NI'lll', NSSF and taxcs arc

t'onrpilt'tl tr> on m<lnthly basis.

l)urirrg thc ycar thc company was hit by politiczrl intcrlcrcncc which hindcrr:d
irrr pk:mt:r'rtaiion t>f a ncw 'l'ariff approvcd by WASRDB. 'l'hc County Govcrnmcnt
rlorv n grzrcl<:<l thc crurrcnt tariff hcncc making it dilllcult for thc company to mcct
rnost <>f ils opcration costs.

'l'hc Company has an Africa Dcvctopm':nt Bank (ADB) loan which it was not
irtrlt. ro start hnancing cluc to lack of implcmcntation of thc ncu, tariff

Company l.imitcci (MUSWASCO) and its
to erchicving zind upholding thc highcst

\i 
I



MURANG'A SOUTH WATER AND SANITATION COMPANY LTD'

FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30' 2019

M urang,a South watcr & sanitation company Limited (MUSWASCO)

lloar<i ol Dircctors u." 
'.u*rnitt"d 

to achicving and upholding thc

st.r ndards ol corporatc govcrnancc'

CORPORATE GOVERNANCE STATEMENT

Approach to CorPorate Governance

r:orrrpilt:<l t.o on mtlnthly basts

rnost o[ its oPcration costs

and its
highcst

loan which it was not
he ncw tariff

'l'h<: Iloard of Dircctors and cntirc managemcnt havc committed themsclvcs to

irr:r honcstly, cthically, aitlg<:t'tty an-a i1 accordancc with thc law' WASRDU

issucd rcgulatory g'lJ"ii'"" '""a Scrvice Provision Agreemcnt (SPA)

r.t:rluirt:m<:nts i., "",'it'!"^'t'il'- 
it'i"t"ttt .of MUSWASCo's stakcholdcrs' ic

('m Dlovcos. customcrs o?a if'" communitics within our arca o[ jurisdiction

i,<r',,r,r;,:., kk"-o and Murang'a south sub counties)'

MANAGEMENT DISCUSSION AND ANALYSIS

Murang'a South Watcr and Sanitation Companv is a registcrcd Company

rrpt rirting undcr Watcr nct ZO t O and managcs thc watcr supplics oI Kandara'

liigumo and (Murang',' S-'ni "ub-countils 
within Murang'a County' 'l'hc

('()rrpanv consists t>[ lour Corporatc managcmcnt tcam who hcads lour maior

k<'f ilt:partmcnts as shown abovc'

'l'lrr: <:omparty has 11 schcmcs which run as branchcs to the company though

tlrt:v erri: ccntrally *""^;;;';;'K;Jo'ta r'c'dqu''rtcr of{ice' This due to thc widc

":,"':,,pr, 
r""i r.,,'a thert tf,c company covers of 10341(m2'

'l'hc company also has 157 hardworking and committcd staff who opcratc on

rht: I I branchcs thc company has within,Murang'a South arca' 'l'hc staif arc

t'rnpkrycd undcr pcrmancnt ernd pcnsionablc basis

Irr it
rrrtlr

dclition, thc managcmcnt is committcd to cnsurc thc company complics

sLatutory obligations ",lth 
o" paymcnt of I'AYD' NI-llF' NSSF and taxcs art:

l)uring thc ycar thc comp:rtry ';ras hit- b1' political intcrfcrcncc which hindr:rcd

irn 1rk:mcntation uf u .,"*Iitltiif ufptu'"a-by WA'SRDB 't'hc County Govcrnmcnt

clori'ngradc<l thc currcnt t,t'fi r'"i'i" making it difficult for the company to mcct

'l'lrc company hzrs an Africa Dcvclopmcnt Bank (ADB)

,,i,i.', i,, .Lit iina.,cing duc to lack of implcmcntation of t

.i I



t MURANG'A SOUTH WATER AND SANITATION COMPANY LTD'
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30' 2019

Functions and Responsibilities ofthe Board of Directors

'l'hc implcmcntation of corporatc stratcgies and day-to-day management of

MI,JSWASCO affairs are delegatcd to managemcnt through thc managing

.ii.,.,,,., howcvcr thc Board."tiir," specific responsibility for:

., l)clining thc limitJ J ttriftotity of thc.lvianaging Dirc-ctor.and the othcr

corporatc management tcam mlmbcrs in a schcdule of duties;

o llt:vicwing ""a "pptt'i'''g, 

-- 

U''t"i"""" .plans and (annual) budgcts in

at.cordan-ci: with the Scrvicc Provision Agreement;

o llcviewing ,.,a ,pp"toJi";;"j;t "*p"t'iit""' 
capital managcment and

acquisitions;
.. llcvicu,ing and approving SystcmS of risk managcmcnt, intcrnal controls

ar-rd com[lian.", .td"" oT conduct and Iegal compliancc;

. Approving th" c.;;;;; "-iito'"i't 
and accounting poiicics and financial

st,ltcmcnts;
:r Monitoring thc Company's opcrational and I'inancial position and

pcr[ormancc;
rr Morrit,oring compliancc with Statutory re quircme nts, rcgulatory dircctivcs

,,rr,t gria.,tincs i'ssucd by WASRDB and ethical standards;

,; livaluating it" o*I.-p"-tLtrntnt" at lcast oncc cvcry year bascd on thc

Scrvic<: I)rovision Agrccmcnt;
. Approving l-h" c.;;;;;t n''lo'''tiut and accounting policics and finzrncial

statcmcnts;
,, Monitoring thc Company's opcrational and linancial posit-ion and

pt:rftrrmart<:t:; -^^,,r,,r,,n, rti, Moni[oring compliancc with sr'atutory rcquiremcnts' rcgulatory dircclivcs

,na g,-ria"ii,-r"s i.ssr-rcd by WASRBI3 and.cthical standards;

, l)r:ciding on any -,i,"i" which r:xcccd thc authority limits dclcgatcd to

t ht: Managing Dircctor'

Board ComPosition and Succession

l)irct;Lors t:t>nstituting it profcssional mix arc .appointcd. 
from thc Stakcholdcrs

tfrrt:urgtt i.l compotitivc "Lft"nt'fa"t 
pzirt-icipat-ion proccdurc (advcrtisemcnt for

i,,,"iiii,,'r-f su<:h that no individual or group ol individuals or intcrcsts can

(l()rnin:rtc its <iccision making'

,r.:rrrar w.rLr_-r Scrviccs Boerrd is rcsponsiblc for advcrtising in the local mcdia

o.siti.ns lor thc lfoarcl oi Jir..,n." an<l sctting thc criteria for those cligiblc to

lrirnrt rr'r..,,.Jrn." w'ith thc corporatc govcrnancc guidelines'

'l'ht: lloard has also adoPtcd a

rr: t in'tn<:nt of Dircctors.
policy on thc appointmcnt, tcnurc and

rii 
I
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MURANG'A SOUTH WATER AND SANITATION COMPANY LTD'
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 3()' 2019

Director Orientation

All rlircctors undcrgo formal training on thcir role, dutics, responsibilities and

obligrltions as wcl[ r." uo..J practicci and proccdurcs on first appointment and

surbst:qucntly at lcast o"t" iu"ty thrcc ycar's 'lhis includcs lull briclings on

cLrrr(;nt and cmcrging 
'i""""", 

-"ctings with kcy managcrs and tours of

opr:rational sitcs

Board Committees and Meetings
'l'lrc lloard convcncs an avcragc of four
lrt:r1r.rt:tt<:y arnd Icngth oI mcctings are

,,,,,it,,ltrtion with thc Managing Dircctor'

meetings Pcr Year.
dctcrmincd bY thc

The agcnda,
Chairman in

'l'o i.rssist in thc cxccution of its rcspon sibilitic s and to allow dt:tailcd

consiclcration of complcx-is"""", tf'" Boari has establishcd threc committccs:

'lbchnical Committcc
l.inancc /lttt Committcc
Ar-rdit Committcc.

'l'hcr Iloard committccs mcct zlt lcast [o
variorts issucs <;n pcrlormancc and pos

conrrrittctt mcctings mery bc convcn
rn zl t. tc rs
m?rttors

Unlcss cxprcsslY dclcgatcd bY

d<:1.<:rmincd bY commlttccs
n cornrncnclzrLions for Board dccision and approval.

ur timcs cach [inancial ycarr to discuss
ition ol thc company. Acl hoc Board and

cd to consiclcr particular unforcsccn
thc Board to onc of its committccs, all

are submittcd to thc lull Board as

riii l
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MURANG'A SOUTH WATDR AND SANITATION COMPANY LTD'
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 3()' 2019

CORPORATE SOCIAL RESPONSIBILITY STATEMENT

w<:, :rl MUSWASCO arc committccl to providing rcliablc water supply scrviccs in

I h<: bt:st intcrcst o[ our cstccmcd customers and to continually improvc quality

stan<lards in all aspccts oio'-tt ""tui"ts 
to thc satisfaction ol our customcrs and

st a kt:holclcrs.

IJcsirics striving kr fultill our primary mandate' t!9 -99TI","y 
implemented its

(lorporatc Social Respoirsibiliiv agencla for FY 2O1S / 19 bv partnering with

charitable orgar-rizations /i""tit"tio" " involved in undertaking targeted

irltcrventions that empower communities' social welfare and development

( t i t.t s('s.

Touching Lives:

'l'hr: company wzrs involvcd through improving sanitation in Kcnol and KabaLi

rurr:,s *,hich cnsurcd or". i,SOO p""opl" }tou" acccss to clcan sanitation through

cr>nsrruction of ovcr 206-;il".t; and'upgra<ling of the dilapidatcd toilcts in th<:

rr:gion. 'l'his was achicrcd 
-if,.""gf-' 

a su6siay of K"h"' 5'257 '976 obtaincd from

Wirtr:r Scctor 'lrust Fund (WSTF)'

'l'l'rt: <;c>mpeLny undcr adviscmcnt from thc l(anderra Probal-ion Officc conncctcd

\\';rt.r l,o et homcstcad undcr thc CSR program' 't'he bcncficiary was epilcptic

Irr:r,rr:t: wzts not allowcd to bc ncar firc or opcn watcr bodics and was not ablc til

'l'lrc <:ompany wars involvcd in National celcbratio
l)t:cr:mbcr ZOttl and Madaraka Day on 1"t

r:onl.ribution was maclc towards a kitty aimcd

cl<lt:rlv pcrsons in I(andzrra sub-county'

r:rrLt'r' [i;r Lho (:ost of a ncw conncctlon'

ns-Jamuhuri daY on 120' day oi
day of .lune 2O 19 wherc a

at improving thc livclihood ol

.llr .r.rsurt: cSR is run efliciently and effectively and that community actlvltles

rir.ivt.n bv commercial gain are separate from those that principallY target to

ix'rrt'l'it tl'tc communitv, MUSWASCO plans to commission zrnd complete an

irnl)ir( t and necds asscssment across our service area as a start point t()

r-rntlt'r'stand the obtaining situation on the ground so us to develop a robust CSR

piu',, ,,,a strateg.v fo, u"?iuiti." to be enshrined in our Strategic Plan (currently

r.l n(l( r revic\t').

REPORT OF THE DIRECTORS
'l'hc:rlirr:ctorssubmitrf'r"ir."potttogethcrwiththedraftfinancialstatcmentslor
rhc vt:irr cnd<:ri ..lunc a0, 2010 whicli disclosc the statc of affairs of thc company'
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Incorporation

'l'ht: r;ornpany is incorporatcd in Kenya unde r, thc Kcnyan Companies Act CAP

,1.3(r ol thc laws .f K";t;, and is 
-domiciled in Kenya Thc addrcss of thc

n:gist.r:rc<J officc is sct out on pagc iv to v'

Principal activities
'l'h<: principal mission of the Company is to provide quality' afiol{a.ble'', reliable

:rnrl susLainablc watcr and sanitation services to our customers within Murang'a

Sout.h, l(zrndara and I(igumo Sub-counties'

Results of the Year

'l'hc nt:t surplus for thc ycar was Kshs

rt'r:ornrncn<.l thc dcclaration of dividcnd'

MURANG'A SOUTH WATER AND SANITATION COMPANY LTD'
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 3()' 2019

1O,1O3,424. 'l'he dircctors do not

D ivide nds

l'l r t: Co t.n Pa nY
rrorrnally addc

f)irectorate

rlocs not dcclarc Cividcnds, whorc surplus
d to thc rctaincd carnings'

IS recognizcd it's

'l'hc rlirr:ctors who hcld officc during thc ycar and to the datc of this report arc

'l'l'rc: books of accounts for thc Financial ycar 18/ 19 werc auditcd by the Officc o[

tlrc Au<litor (l cncral.

By order of the Board

Auditor

Director/ ComPanY SecretarY
Kandara

scl ot.lt on thc Pagc iv to v.

Dated
L-2-aal=-l
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t MURANG'A SOUTH WATER AND SANITATION COMPANY LTD'
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30' 2019

STATEMENT OF DIRECTORS' RESPONSIBILITIES

St;r;t.i<rn l5 of thc Public Irinancc Manargcmcnt l\cL, 2012 rcquirc thc^Dircctors t<>

prcparo financizrl statcmcnts in rcspcci o[ Murang'a South- Watcr & Sanitation

i),r-prn1r, which givc a truc and faii vicw o[ thc statc o[ affairs of thc Company

at th<: t:nd of thc financial ycar/pcriod arnd thc opcrating rcsults of thc Company

lirr theit vcar/ pcriod. 'lhc Dir"ctt'rs aro zrlso rcquirccl to cnsurc that the Company

kccps propcr accountinu;totJ"- *f itft. disclosc wil-h rcasonablc accuracy thc

l'inan<:ial position .r thl"'a;;;'ny' ft'" pircctors arc also responsiblc ior

sa li:gr-t ar r<.1in g thc asscts of Murang'a South Watcr & Sanitation Company'

'l'ht: l)ircctors arc rcsponsiblc for thc prcparation and prcscntation oI th<:

Murang,a South watcr a i""ilti." cor"pany Iinancial statcmcnts, which givc a

t rut. r.rnd lair vicw oI tnc siaic of tfoitt oi th" Cutnp'ny lor an-d..as at thc cnd of

tlrc linanciarl y"o,. .r,,l"J 
-t"' 

'1"'''" 30, 2019' 'l'his rcsponsibility inctudcs: (i)

nrLrirrtaining arlcquzll-t: linancial managemcnt arrangemcnts. and...ensuring that

lhcs<: continuc to bc "rr*tiu" 
throughout the rcporiing period; (ii) maintaining

[)rol]cr accoLln,,r,g .".o.J", 
-*f 

itf-l ai"tfo"c.with rcasonablc accuracy at any timc

llrc Iirr;rrrciaI posit-ion utif,. ",'tity; 
(iii) dcsign.ing' implcmcnting and maintaining

intt:rnarl controls ."l"ua.t- i; ii.,,,' p."po-tioo oni frit prcscntation ol thc

l-i'ernr:ial statcmcnts, arra ".,"rai.,g 
that thcy arc frce .from matcrial

,riss(?rtcmcnts, whcthcr ;;; t;;;; # fto'd; (iv) iafcguarding th.c asscts of tht:

Oonrpany; (v) sclccting and applying appropriertc accounLing policics; and (vi)

r,,,,r.'i,.r* ;,..lr"nting csiimatcs tiiai arc rcasonablc in thc circumstanccs'

'l'[rr: l)ir<:ctors acccpt rcsponsibility for ''hc Comperny financi.al .sl-aLcments' 
whioh

Ir.r,<: [rct:n prcparcd ,i"i.g opptuprieltc accounting policics supp,rtcd by

rt:er sr.,n it trlc atlcl prra"t't'^']t'Jgtrn"ttt" and 
-cstimalcs' 

in conformity with

Irrl.t:r'rrationetl Financial ii"p""i"? st"ndards (IFRS)' and in thc man-ncr rcquircd

l)\ lli(. l,lrM Ar:t arnd thc statc Corporations Act. 'l'hc Dircctors arc of thc opiniort

,'iri"ir,,.,'c,l-p^rlv n,'rr,',"i,I statcmcnts givc a truc and fair vicw of thc statc of

Con.rp:ttty trarlszrctions i"."g iL" finzrncill ycer.r, cn<1cd Junc 30' 2O19' and o[ tht:

Corlp.lnv fin.rncial pu"itiut' ?" at that datc 'l'hc Dircctors furthcr conlirm tht:

<'.nrpp:tcncss,,t tf," u..ul,.,ti"U ;)Cuta" maintaincd for thc Company' which havt:

l;r:r:n rr:licd upotr in ,fr" p."p"iltion o[ thc,Company financial slatcmcnts ers wcll

rrs tltc: aclccluztclr of thc systcms of intcrnal finarncizrl control'

Nrillrirrq has comc ," ;ir;-;i,;;iiun of rhc Dirccrors ro indicatc that Murang'it

Soulrr wa!-t:r &, sanitation company will not rcmain a going conccrn for at lcarst

t lrr: r.rcxl t.r','t:lv<: months from thc datc of this statcmcnt'

Approval of the financial statements
rrl',-ir,.' ng'r, South Watcr & Sanitation Compnny flnancial statcmcnts woro

,,1,p..,u.,,1 by th<: tlo:rrd and signcd on its bchalI by:

Chairman

rli 
I

Managing Director
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MURANO'A S,OUTH WATER AND SAMTATION COMPANY LTD

Ar.nual RePorts & Financial Statenents
For the Year ended 3oth June 2079

STATEMENT OF PROFIT & LOSS AND OTHER COMPRDHENSIVE INCOMD

2OtA /2Or9
Kshs

2OL7 I2OLA
Kshs

O pc r:rting Incomc

l.css l)ircct Costs

Gross profit

Othor incomc

TOTAL

l\)rsonncl Costs

l)iroctors lixpcnscs

()pcrerting lixPcnscs

n (lmin istrurtivc cxPcnscs

Lcgal ernd l)rofcssionaLl Iixpcnscs

liinirn(:o costs

TOTAL EXPENSES

Loss for Year Before Tax ExPense

Notc

l0 f

l0 a.

t0 b

l0 c

r0 b

10 d

10 c.

149,

t46,932,927 13a,144,472

10,547,008 10,331,818

9

136,385,919

12,860,618

t27,aL2,654

u,230,5(l6

246,537 136,O43,249

71,901,411

2,7 84 ,36 |

39,695,128

18,876,096

1,213,484

4,67 2,633

63,579,101

2,707,300

33,665,27 6

19, I 3',I ,630

2,576,OO9

4,O77 ,as3

139,143,113 L25,737,L73

lo,LO3,424 10,306,o76

1Annual Report and Financial Statements
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E-mall: info@oagkenya.go.ke
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REPUBLIC OF KENYA

OFFICE OF lHE AUDITOR.GENENAI

E n hancing A c count a b i I it2-

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O, Box loo84-oo'roo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON MURANG'A SOUTH WATER AND
SANITANON COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2OI9

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Murang'a South Water and
Sanitation Company Limited set out on pages 1 to 24, which comprise the statement of
financial position as at 30 June, 2019, and the statement of profit or loss and other
comprehensive 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
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Murang'a South Water and Sanitation Company Limited
as at 30 June, 2019, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards, and comply with
the WaterAct, 2016, the Public Finance Management Act,2012 and the Companies Act,
2015.

Basis for Qualified Opinion

1.0 Negative Working Capital

The statement of financial position reflects current liabilities balance of Kshs.116,370,134
which exceeded the current assets balance of Kshs.93,530,502 and thus, resulting in a
negative working capital of Kshs.22,839,632. This is an indication that the Company was
experiencing financial difficulties in meeting its obligations as and when they fall due.

2.0 Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.89,259,937 which, as disclosed in Note 13 to the financial statements, comprised
of gross water sales debts of Kshs.74,988,065 less general provision for bad debts of

Report of the Auditor-General on ltlurang'a South Woter and Sanitution Compow Limited lor the year ended
30 June. 2019
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oKshs.7,498,806. However, and as previously reported, included in this amount wad
Kshs.8,396,313 in respect of inherited balances from the Ministry of Water and lrrigation
(National Water Conservation and Pipeline Corporation) at the inception of the Company,
whose recoverability was doubtful.

ln the circumstances, full recoverability of the trade receivables balance of
Kshs.89,259,937 and the adequacy of the general provision for bad and doubtful debts
of Kshs.7,498,806 could not be confirmed.

3.0 Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2019. Management
has not provided reasons for the delay in resolving the prior year audit issues. Further,
the unresolved prior year issues are not disclosed under the progress on follow up of
auditor's recommendations section of the financial statements as required by the Public
Sector Accounting Standards Board.

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

Key Audit Matters

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

Other lnformation

The Directors are responsible for the other information, which comprises the Chairman's
Statement, Managing Director's Statement, the Statement of Corporate Governance,
Report of the Directors and the Statement of Directors' Responsibilities. The other
information does not include the financial statements and my auditor's report thereon.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Larvfulness,

Repon of the ,Auditor-General on Murang'a South lfater and Sanitation Company Limited for the year ended
30 June, 2019
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Basis for Conclusion

The statement of profit or loss and other comprehensive income reflects personnel costs
of Kshs.71,901,411 representing about 52o/o of the total expenditure of
Kshs.139,143,113, which is higher than the recommended threshold of 35% In
accordance with the Water Services Regulatory Board (WASREB) guidelines. The
excess personnel costs may negatively impact on the Company's profitability and
sustainability of services if measures are not put in place to contain the cost within the
acceptable level.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matter 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.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 231 5 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether processes

Report of the Auditor-General on Murang'a South ll'ater and Sanitqlion Company Limited for the year ended
30 June, 2019
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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.

Non-Compliance with the Water Services Regulatory Board Regulations on
Personnel Costs

Failure to Appoint Board of Directors

As previously reported, the Company had only one Board Member (Chairman) in office.
Eight positions in the Board had not been filled as at February,2020. ln the absence of a
Board of Directors, Board functions such as establishing and reviewing the Company's
strategies and goals; review and evaluation of present and future opportunities, risks and
threats and; general oversight, finance and Audit Committee functions among others were
not implemented.



and systems of internal control, risk management and overall governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

(iii) The Company's statement of financial position and statement of profit or loss and
other comprehensive income are in agreement with books of account, and

The Directors are responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and the
requirements of the Companies Act, 2015 and for maintaining effective internal control
as the directors determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error and for
assessment of the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, the Directors are responsible for assessing the
ability of Murang'a South Water and Sanitation Company Limited to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless Directors are aware of the intention to liquidate the
Company or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Directors are also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Report o/ the Auditor-Aenerql on Murang'a Soulh llater qnd Sqnilation Company Limited for the year ended
30 June, 2019
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and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

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

ln preparing the financial statements, the Directors are responsible for assessing the
ability of Murang'a South Water and Sanitation Company Limited to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors are aware of intention to either liquidate
the Company or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Directors are also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
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.

Report of the Auditor-General on Murang'a South Water and Sanitation Company Limited for the year ended
30 June, 2019
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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.



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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1 ) (a) of the Public Audit Act, 201 5 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
judgement and maintain professional skepticism throughout the audit. I also:

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

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the ability of Murang'a Water and Sanitation Company Limited to continue as a going
concern. lf I conclude that a material uncertainty exists, I am required to draw attention
in the auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the

Report of the Auditor-General on Murang'a South llater and Sanitqtion Conpany Limited for the year ended
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of Murang'a Water and Sanitation Company Limited to express an
opinion on the financial statements.

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

a

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 n

Report of the Audilor4eneral on Murang'a South lfater and Sanitalion Company Limited for the year ended
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audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease as a going concern.

AUDITOR-GENERAL

Nairobi

19 August, 2021



MURANG'A SOUTH WATER AND SAMTATION COMPANY LTD
Annual Reports & tr]inanci(rl Statements
For the Year ended 3Oth June 2O79

STATDMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2019

Non-Current Asscts
I'rop(irty. I)lant ancl lrquipmcnt

Current Assets
Ir)\,cnlorics
'l'radc: and Othcr licccivablcs
Cash at barnk and in hand

TOTAL ASSDTS

Financcd by:
Equity
(lapiterl llcsc rvcs
llr:trrinc:d llarnings

Total cquity

Notc

14

t7b

13 972

zota / 2OL9
Kshs

127,5t3,972

2Ot7 l2ota
Kshs

103,02tt,645

103,028,645

3,720,441
66,897 ,230

7 49 ,926
71,364,O37

t7 4,396,642

1og
l3
l'lb

l6

t2
to

I l b(2)

3,203,7 49
a9,259,937

I ,066,816
93,530,sO2

221,o44 474

10,791 , l 8'l
(7O8,00U)

r0,791,t8l
(10,8 I I ,432)

ro,o83 t73 __-___]?9_€!tr

Non-Current Liabilities
l.( ): rr r NOi-l Crt t rCnt 4l,322 +.1 /

41,322,437
1 3,464, 130

13,464, 130

Currcnt Liabilities
'l radc and Othcr l'uyablcs
Currcnt l,oan
()\,crd ra fL

Dcferrcd Income
Oirpit:rI (i rattrt

l 13,93 I ,929
1,594,576

843,630

95,U54, l 29
6,U 17,9U6
2,208,582

116,370,134 to4,84o,697

53,268,730
53,268,73O 56,O72,106

'l'otal ttquity and Liabilities 22L,O44,474 t74,396,6A2

'l'lrr: finar:cial statcmcnts sct out on parges 1 to 24 werc signcd on bchall of I]oard ol
J}y:'

56,072,tO6

l)ifccLors

Chairman L

Date: ....... 4.[3 .l z=.*=.

g Dirq
A.l:,.1

ctorManagin

Date:....

2Annual Rcport and Financial Statements
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tw'unawc'a sourr wATER AND sAMTATIoN coMpANy LTD
tlttrtual Reports & Financial Sto'.tements

.For th.e Year end.ed SOth June 2079

STATDMENT OF CHANGDS IN EQUITY FOR THE YEAR ENDED 3OTH JUNE 2019

Capital
Reserveg

Kshs

Retained
earnings

Kshs
Total
Kshs

Chtrngcs in cquity itr 2OL7 /2O1a

As pr<:r'io u sl-v rcportcd
At 1st July ZtJ 17

l'}ro[it/lloss) [or thc ycar

At 3oth Junc 2O l8

r\s prcv io r rs ly rr:portcd
At lst July 20l8

l'}rrrfit/(krss) for Lhc ycaLr

At 3oth June 2O 19

10,79t,1u1 121,117,508) 11 o ,326 ,327 |

10,306,076 10,306,0'l6

10,79 1, 18 I ( 1O,81 r,432) l2o,2st)

10,79l,ltll (1o,til1,432) l2o,2st)

10,t03 ,424 10, 103,424

--19,7e-f,41 -----g99,o.gq 

----19p99r1?9-

3Annual Rcport and Financial Staroments
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t TIIURANG,A SOUTH WATER AND SAMTATION COMPANY LTD
[,nnual Reports & Financlal Statements
For thc Year endcd Soth June 2O79

STATEMENT OP CASH FLOWS FOR THE YEAR ENDED 3OTH JUNE 2019

Notc
2OLA / 2Or9

Kshs
2OL7 / 2ora

Kshs
Cash flows frorn operating activities
Loss bcforc income tax
Adjustments for:
l)t:1,>r'r't:i:,rlion of propcrty, plant and cquipmctlt
Slrr rl t:: r grit ir l r,rdjustmcnt

Cash flows from investing activities
l'r rclurst: ol l)ropcrt,y, pl:rnt atnd r:quipmcnt

Nct c.rsh gcncratcd used in investing activities

Cash flows from financing activities
i 'io rr.ru'ings
l( t'pr rv rnc rr l s ol loart

l.J(:t cash gcncratcd used in financing activities

to,703,424 1O,306,07(r

l4
13

5,50a,627 4,902,267

Opcrating prolit/ (loss) before working caPltal changes
I )t:r:rc;rsc/ (irrcrcasr:) in:

Irrvcrrtotit:s 10g
'l'r'rrrlr: irrrcl othcr rcccivablcs 13

I r rclt:rrsr:/ (clt:<:rcasc) in:
'l lrrrlt: zrrrrl othcr pzryetblcs 12

I)t:fcrr:rl lncomc

Crsh gcncrated frorn operations

i,lct cash gcrrcratcd from operating activities

15,612,O51 15,208,343

5"t7,132
122,362,707)

1U,077,800
(2,8O3,3761

(s2,6i]s)
(26,l ) 6,4f3ti)

12,769,s24
1374,866]'

(6,s71,1s1) (L3,774,713\

9,o4o,9oo L,433,629

14 (29,993,9s41 (14,54 1,6eu)

129,993,9541

16
16r

27,275,461
(4,64o,964]|

I {i,6s5,7U6
$.9t2.\a2l

22,634,497 9,743,605

Nr:t (r.lccr<'irsc)/incrcasc in cash and c:rsh cquivalents

('rrslr ,,rrrl i;rslt cqttivztlcnts at lst July 2O18

I ,6a1 ,a42 (3,364,4(r5)

(1,458,6s6) 1,905,809

Cash and czrsh equivalents at 3oth June 2O19 tlc t1,4s8,6qql

Annual Report and Financial Statement {

( 14,541,698)

223,146
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t
MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2019

1. Summary of signilicant accounting policies

'l'h<: significant accounting policics adoptcd in thc prcparation o[ thcse gcncral
pr.rrposc financiarl statcmcnts arc sct out below:

(a) Statement of compliance and basis of preparation
'l'hc iinancial statcmcnts havc bccn prcparcd on a historical cost basis
r:xccpt lor thc mcasurcmcnt at rc-valucd amounts of ccrtain itcms of
proporty, plant and cquipmcnt, mzrrkctablc securitics and financial
instrumcnts at fair valuc, impaircd assets at t-hcir cstimatcd rccovcrablc
;rrrlounts zrnd actuarially dctcrmincd liabilities at thcir prcscnt valuc.'l'ht:
prcparertion of [inancial statcmcnls in conformity with International
lfinancial llcporting Standards (IFRS) allows the use of estimatcs and
assumptiot-ts. It also rcquiros rnanagcmcnt to cxcrcisc judgcment in tht:
procoss ol arpplying thc Company's accounting policics.

'l'hc financial statcmcnts
Shillings, which is thc
Com pzL ny.

havc bccn prcparcd and prcscntcd in l(cnya
functional and rcporting currcncy of thc

'l'h<: linerncial statcmcnts havc becn prcparcd in accordancc with thc P[rM

Act, Lhc Statc Corporations Act, Watcr Act 20 16 and lntcrnational
lfini.rnciarl llcporting Standards (lIrltS). 'l'hc accounling policics adoptcd
Irervt: bccn consistcntly applicd to all thc ycars prcscntcd.

6l

(bI Revcnue recognition
llt:v<:nuc rcprcscnts thc fair valuc of considcration rcceived or receivablc
Iirr t-hc sarlc of goods and scrviccs in thc coursc of thc company's
;rc:l.ivitit:s. lt is rccognizcd whcn it is probablc that luturc cconomic:
i,lcn<:lits ."vill flow to thc company and the amount of rcvcnue can b<:

rrrr:ersur<:d rcl iably.

(i) Revenue from provision of water services is recognizcd in thc year in
\,hi<:h thc Company providcs watcr and the cust-omer has acccptcd
t hc cornmodity and collcctabilit-v of rclatcd rcccivablcs is rcasonably
:i s slr rcd.

(ii) Transfer from other Government entities /Grants from National
Government. lRccurrcnt grzrnts arc rccognizcd in thc statcmcnt ol
<:omprchcnsivc incomc. Capital grants arc rccognizcd in thc statcm<:nt
o[ [inancial position and rcalizcd in thc statcmcnt of comprchcnsivt:
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t MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

incomc ovcr thc usclul lifc of thc asscts that has been acquircd using
such funds.

(iii) Other income is rccogniz<:d as it accrucs.

(c) Property, plant and equlpment
All cal.<:gorics of propcrty, plant and cquipmcnt arc initially rccordcd at
cost lcss accumulatcd dcprcciation and impairmcnt losscs.
Cr:rtzrin catcgorics of propcrty, plant and cquipmcnt arc subscqucntly
czirric<l at rc-vztlucd atmounts, bcing thcir fair valuc at thc datc of rc-
valuation lcss any subscqucnt accumulatcd dcprcciation and impairmcnt
losscs. Whcrc rc-mcasurcmcnt at rc-valucd amounts is dcsircd, all itcms
in an assct catcgory arc rc-valucd through pcriodic valuations carricd
out. lry inclcpcndcnt cxlcrnal valucrs.

Incrr:ur.scs in thc carrying armounts of asscts arising from rc-valuation arc
r:rr:dilc<l to othcr comprchcnsivc incomc. Dccrcascs that offsct prcvious
in<;rr::rscs in lhc carrying amount of thc samc assct arc chargcd ergainst
tho rovalu.rtion rcscrvc account; all othcr dccrcascs arc chargcd to prolit
or Ioss in lhc incomc statcmcnt.

(lains ancl losscs on clisposal of itcms of propcrty, plant and cquipmcnt
:rrr: dctcrmincd by comparing thc procecds from thc disposal with thc n<:t

c:rrrying amount o[ thc itcms, and arc rccogniscd in prolit or loss in thc
inr:ornr: statcmcnt.

(d) Inventories
Invcntr>rics arc statcd at thc lowcr of cost and nct rcalisablc valuc. Thc
cos[ o[ invcntorics compriscs purchasc pricc, import dutics,
transportation and handing chargcs, and is dctcrmincd on thc moving
av(:ragc pricc mcthod.

(eI Trade and other receivablee
'l'radc and othcr rcccivablcs arc rccogniscd at fair valucs lcss allowanccs
lor zrny uncollcctiblc amounts. 'l'hcse arc asscsscd for impairmcnt on a
continuing bzrsis. An csl-imzrl-c is madc of doubtful rcccivablcs bascd on a
rcvi<:w of ztll outstanding amounts at thc ycar cnd. Bad dcbts arc writtcn
olf aftcr all cfforts at rccovcry havc bccn cxhaustcd

(f) Cash and cash equivalents
Cash and cash cquivalcnts comprisc cash on hand and cash at bank'
short-t.orm dcposits on call and highly liquid invcstmcnts with an original

1l
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MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED SOTH JUNE 2019

rrzrturity o[ thrcc months or lcss, which arc readily convertiblc to known
irmounts o[ cash and arc subjcct to insignificant risk of changcs in valuc.
Ilank zlr;count beLlanccs includc zrmounts held at various commcrcial
banks at thc cnd of thc finzrncial ycar.

(g) Trade and other payables
'l'rad<: and othcr payablcs arc non-intcrcst bcaring and arc carricd at
armortiscd cost, which is mcasurcd at thc fair valuc oI contractual valu<:
of thc considcration to bc paid in futurc in rcspcct of goods and scrviccs
supplit:d, whcthcr billcd to thc cntily or not, less any paymcnts madc lo
thc supplicrs.

(h) Budget information
'l'hc original budgct for FY 2O1a-2O19 was approvcd by thc I3OD
Subscqucnt rcvisions or zrdditional appropriations wcre madc to t ht:

arpprovccl budgcl- in zrccordancc wilh spccific approvals from lhc
ilpproprialc authoritics. 'l'hc additional appropriati<)ns arc addcd to thc
origir-rr.rl budgct by thc cntity upon rccciving thc rcspcctivc approvals in
or<lcr to concludc thc final budgct.

'l'h<: cntity's budgct is prcparcd on a diffcrcnt basis to thc actual incomc
an<1 cxpcn<liturc discloscd in thc [inancial statcmcnts. 'l'he I'inancial
statcmcnts arc prcparcd on accrual basis using a classification bascd on
thc rlaturc o[ cxpcnscs in thc statcmcnt ol financial pcrformernc<:,
u,hcrcas thc budgct is prcparcd on a cash basis. '['hc amounts in tht:
linancial statcmcnts wcrc rccast from thc accrual basis to thc cash basis
anrl rcclzrssificd by prcscntation to bc on thc samc basis as the approvcd
buclgr:t. A comparison of budgct and actual amounts, prepared on a

comparablc bersis to thc approvcd budgct, is thcn prescntcd in thc
statcmcnt of comparison o[ budgct arnd actual amounts.

lrr adrlition to thc Bzrsis diffcrcncc, adjustmcnts t<r

l'in:rnciill statcmcnts arc also mndc for diffcrcnccs in
r;lassification schcmcs adoptcd [or thc prcscntation
statomonl.s and thc approvccl budgct.

amounts in thc
thc formats and
of thc financial

ril
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t MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

F'OR THE YEAR ENDED 3OTH JUNE 2019

(i) Subsequent events
'l'hcrc havc bccn no cvcnts subscquent to thc financial ycar cnd with a
significanl- impact on thc financial statcments for the ycar ended Junc
30,2019.

[] Comparative figures
'l'ht:r<: havc bccn no comparativc figurcs to thc financial year cnd with a
signilicant impact on thc financjal statcmcnts for thc ycar cndcd .Junc
a\o,2019.

(k) Nature and purpose of reserves
'l'hc company crcatcs and maintains rcscrvcs of Kshs. 10,79 1,181 whir;h
arr: normally disclosed in thc Statcment of Financial position as part of
l.ho liquity.

[) Employee benefits
'l'h<: company provides rctircmcnt bcncfits plan to its cmployccs through
a dcfincd contribution plan. 'l'hc bcnclits arc paid on monthly basis to
l.n lvlltUSl' whcrcby thc company contributcs 10(/o and thc cmployct:
conl.ributcs 57o on thc bzrsic salarl'.

(m) Loans/Borrowing costs

llorrou'ing costs arc capitalizcd against qualifying asscts as part ol
propcrty, plant and cquipmcnt.

SLrctr borrou,ing costs are capitalizcd ovcr thc pcriod during which thc
:.rssct is bcing acquircd or constructcd and borrowings havc bccrt
incurrcd. Capitalization ccascs whcn construction oI thc assct is
<:r>mplcLc. l.'urthcr borrowing costs arc charged to the statemcnt of
I'i nanciill pcrlormancc.

eL
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MURANG'A SOUTH 1VATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

2. Application of new and revised International Financial Reporting
Stzrndards (IFRSs) and interpretations (IFRIC)

lit Rclevant new standards and amendments to published
standards effective for the year ended 3oth June 2Ol7

1'lrc folk>wing ncw and rcviscd IFRSs werc cffcctivc in thc currcnt
ycar ernd had no matcrial impact on thc amounts rcportcd in
ttrcsc [irrancial statcmcnts.

n mondmcnts to IAS 32
OIfs<:tting l,'inarncial
Ass<:ts and l.'inancial
l,ierbilitics

'l'hc aincndmcnts to IAS 32 clarify I'hc

rcquircmcnls rclating to thc <;ffsct of Iinancial
asscts and financial liabilities. Spccifically, thc
amcndmcnts clarily thc mcaning of 'currently
has a lcgally cnforccablc right of sct-off' and
'simultancous realisation and scttlcmcnt'.'l'hc
amcndmcnts rcquirc rctrospcctive application.
'l'hc application of thc ncw standard has not
hard any impact on thc disclosurcs or thc
amounts rccogniscd in thcsc linancial
statcmcnts els thc Group docs not havc any
offsctting errrangcmonts.

l0l



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

Amcndmcnts to IAS 36
llr:<:ovcrzr[rk: Amount
l)isclosurcs for Non-
I.inar-rcial Asscts

'l'hc zrmcndmcnts to InS 36 rcmovc the
rcquircmcnt to disclosc thc rccovcrablc
amount of a cash-gcncrating unit (CGU) to
which goodwill or othcr intangiblc asscts
with indefinitc uscful livcs had bccn
allocatcd whcn thcre has been no
impairmcnt or rcvcrsal of impairmcnt of the
rclatcd CGU. Irurthcrmorc, thc amcndmcnts
introducc additional disclosurc rcquircments
applicerblc to rvhcn thc rccovcrablc amount ol
an asscL or a CG U is mcasurcd zrt fzrir valuc
lcss costs o[ disposal. '['hcsc ncw disclosurcs
includc thc fair value hicrarchy, kcy
assumptions and valuation tcchniqucs uscd
which arc in linc with the disclosurc rcquircd
by IFRS 13 Fair Valuc Mcasurcmcnts. '['hc
ermcndmcnts rcquirc rt: t ros pcc tivc
appUcartion
'l'hc applical-ion of thc ncw standard has not
had arny imperct on thc disclosurcs or thc
amounts rccognizcd in thcsc linancial
statcmcnts zrs thc Compnny docs not havc
any goodwill or othcr intangiblc asscts with
indcfinitc usclul livr:s

lll
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MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2019

Amondmcnts to
II.'IIS 1O, II'IRS
l'2 an<l IAS 27
Invcsl.mcnt
Iintitics

'l'hc amcndmcnts to IIIRS I O dcfinc an
invcstmcnt cntity and introducc an cxccption
from thc rcquircmcnt to consolidatc
subsidiarics lor an invcstmcnt cntity. ln tcrms
ol thc cxccplion, an investment entity is
rcquircd to mcasurc its interests in
subsidiarics at lair valu<: through profit or loss.
'l'hc cxccption docs not apply to subsidiaries of
invcstmcnt cntitics that providc scrviccs that
rclatc to thc invcstmcnt cntity's invcstmcnt
activitics.

'l'o qualify as an invcstmcnt cntity, ccrtain
crit-cria havc to bc mcl. Spccifically, an cntity is
an invcstmcnt cntity wht:n it:

obtains funds from onc or morc invcstors
lor thc purposc of provicling thcm with
invcstmcnt mani.Igcmcnt scrviccs;
commits to its invcstor(s) that its
busincss purposc is to invcst funds
solcly for rcl-urns from caPital
erpprcciation, invcstmcnt incomc, or
both; and
mcasurcs and cvaluaLtcs pcrformancc of
substantially erll of its invcstmcnts on a
fair valuc basis.

Conscqucntial amcndmcnl-s to I FIIS i 2 and
ILS 27 hervc bccn madc to introducc ncw
disclosurc rcquircmcnts for invcstmcnt
cntitics.

Application of thcsc standard hars not had any
impact on thc disclosurcs or thc amounts
rccogniscd in thcsc financial statcmcnts as thc
Company is not an invcstmcnt cntity (assesscd
bascd r>n thc critcria scl out in I I"RS 1 O as at
I "t Jzrnuary 2O 1 4).

tl



J



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMEN'TS

FOR THE YEAR ENDED 3OTH JUNE 2()19

ll.ltlC 2l l,cvics IFRIC 21 addrcsscs thc issuc of when to
rccognisc a lierbility to pzry a lcvy. 'l'hc
InLcrprctation dcl'incs a lcqr, and spccifies that
thc obligating ovcnt that givcs risc to th<:
liability is thc activity that triggcrs thc
paymcnt of thc lcvy, as idcntificd by lcgislation.
'I'hc Interpretation providcs guidancc on how
differcnt levy arrangcments should bc
accountcd [or, in particular, it clarifics that
ncilhcr cconomic compulsion nor thc going
conccrn basis of financial stzrtcmcnts
prcparertion implics thzrt an cntity has a
prcscnt obligation to pay a lcvy thett will bc
triggcrcd by opcrating in er luturc pcriod. IFRIC
21 rcquircs rctrospcctivc application.
'lhc applicaLion ol thc ncw standard has not
had :rny impact on thc disclosurcs or thc
amounl-s rccognizcd in thcsc financial
statcmcnts:rs thc Company did not havc any
lcvics acc<:untcd [or as a Iiabilitv

(ii) New and arnended standards and interpretations in issue but
not yet effective in the year ended 3oth June2O18

N<:u' arrrl Amt:nclmcnts to standzrrds

Ilrlls 9
IFRS l4
Itrtts l5
Amcn<imcnts to IAS 16 arnd IAS 38
Arncndmcnts k) I Ii'l?S 1l

Dlfectivc [<rr annual
pcriods bcginning on
or after

.January 2O 1{3

January 2O l6
J anuary 2017
.January 20 I (r
.January 20 16

whc n
on thc

'l'hc adoption oI thcsc standards and intcrprctations,
r:ffcctivc, is not cxpcctcd to havc a significant impact
linancizrl statcmcnts oI thc organizzrtion.

t.r l



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

(iii) Early adoption of standards

'l'hc Compzrny did not carly-adopt any ncw or amcndcd standards
irr 201U.

3. Significant Judgements and Sources of Estimation Uncertainity
(a) Depreciation
lrlcclrolrl larnd zrnd cerpital rvr:rk in progress are not dcprcciatcd. Capital work in
l)rogr(:ss roli.rtcs mainly Lo thc costs of ongoing but incomplctc works on
[rrrildirrgs and othcr civil works and installations.
l)t:px:<:iz.rtion on propcrty, plant and cquipmcnt is rccogniscd in thc incomc
slatcrncnI orr a slraright-linc barsis to writc down thc cost of cach assct or th<:
rt: vrrlrrr:<i amount to its rcsidual value ovcr its cstimertcd uscful Iifc"'lhc annual
[irlt s itr Llso t]rC:

Rate - 7o

lfLlrniturc, t,'ittings &
l,iq u ipmcn ts
Watcr l(iosks and liquipmcnts
WaLor Mclcrs
Motor Vchiclc / Cyclcs
Computcr & Computcr Dquipments
In lj-a stru(: tu rc l)ipclinc

12.5o/o

| 2 .5o/o

12.5o/o

2So/u

3Oo/o

2.sOYo

A lrrll vcar's dcprcciertion charge is rccogniscd both in thc ycar of assct
prrrr:hast: and in thc ycar of assct disposal.

(b) Impairmcnt of property, plant and equipment
lrcrrrs ol prol)ort..y, plant and cquipmcnt arc rcvicwccl annually for impairmcnt.
Wlrt rl thl: t;arr-ying amount of an assct is i.r.sscsscd ars grc,rtcr thern its
L slirrrir(r'<l rt:<:c>vr: ritb lc amoLrnt, :rn impairmcnl loss is rccogniscd so that tht:
lr:;scl is writtt:n <lou,n immcdiatcly to its cstirnatcd rccovcmblc amount.

(c) Provision for bad debts
'l'lrt: r:ompany madc a gcncral provision for bad dcbts at a ratc of 1O%o

4. F in:rncial risk management objectives

'l'lrl organisaition's ovcrall risk managcmcnt programmc focuscs on
t r lr prr:d ic[ability of changcs in thc opcrating cnvironmcnt and sccks to minimisc
tht' potr:nl.ierl arlvcrsc elfcct of such risks on its pcrformancc by sctting acccptabl(]
Icvt'ls ol-risk.

ll 
I



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR DNDED 3OTH JUNE 2019

(a) Market risk management

(i) Currency risk

'l'hc orgilnisation is not exposcd to currcncy risk sincc it docs not tradc with
lirrr: ign <:r>u n lrics.

(ii) Interest rate risk

'l'[rt: r;ornpany is cxposcd to intcrcst ratc risk as it has borrowcd. ns at 30th
.Jtrrrt: 20 19, zrn incrcasc / dccrcasc of 5 o/o on avcragc borrowing r.rtes would
lrirvc rr:sull.r:d in an incrcasc / dccrcasc in thc surplus of Kshs 224 

'222 ' (ttY
.t.Ol-/ l20l8: I(shs l7t3,3ii4).

F/ Year
ln lcr(:st
Ir rr:rt::rst: t>[ l>7o

zotal2or9
4,4a4,440

221,222

2OL7 l2OlA
3,567,688

178,384

(iii) Price risk
'l'l-rr: Cr>mparny docs not hold invcstmcnts that would bc subjcct to pricc risk
lrt:r r<;<: t.hcrc is no cxposurc to price risk.

(b) Credit risk management
(jro(lit risk rclcrs to thc risk that a countcr parly will dcfault on its
(:ontractual obligations rcsulting in financial loss to the organisation. 'l'hc
()rgan isation mcasurcs, monitors and manages crcdit risk for e ach
r:r:t:ivablc. 'l'hc organisation's crcdit risk is primarily attributablc to bank
b:rlanccs, tradc and othcr rcccivablcs. 'I'hc .rmounts prcscntccl in thc
slalcmor-ll- of financia.l position arc nct of allowanccs lor doubtful
rc<:r:ivablcs, cstimatcd by tht: organisation's managcmcnt bascd on prior
r:xJrt:ricncc z\nd thcir asscssmcnt o[ thc currcnl" cconomic cnvironmcnt.
'l'lrr: crcdit risk on tradc rcccivablcs is limitcd bccausc thc naturc of thc
organisation's busincss is surch that thc scrviccs providcd arc not
r:lrirrgcerblc. 'l'hc bulk o[ incomc to thc organisation rclzrtcs to grants from
virrious <l<>nors. 'l'hc crcdit risk on grzrnts rcccivablc is limitcd bccausc
ll.urds arc sourccd from crcdiblc donors.

5

'l'h<: major typcs of linancial risks faced by the organisation are:
- Markct risk
' Crcdit risk

Liquidity risk



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

As rrr llorl' .Jr-rnc 20 l9

l?r:r:r: iva trlcs
Cash in bank

As rrt lloth .l unc 2O l8

llt:<:civablcs
(lrrsh irr lrank

As:rt l'-,OLh.Junc 20 19
Accornrts payablcs

96,758,743 89,259,937
223,186

Less than
lmonth
Kshs

'lbtal
Amount
I(shs

l,'r-rlly
pcrforming
I(shs

l)ast duc
Ksh s

I m paircd
Kshs

7,498,806

5,U30, 175

(c) Liquidity risk management

[Jltirnalc rcsponsibility tor liquidity risk managcment rcsts with thc Board of
l)ir('ctors through thc scnior management of thc company. Managcment has
lrrrilt;.rn appropriatc liquidity risk managcmcnt framcwork for thc manallcmcnt
ol l hc coml;any's short, nrcdium and long-tcrm lunding and liquidity
n)iulirs()rncnL rcquircmcrtts. 'l'hc company managcs liquidity risk by
nririrrl:rining bnnking facilitics through continuous monitoring of lorccast an<]
rt lrral <:ash fl<>u,s.

Total
Amount
Kshs

BetEreen
1-3months
Kshs

Over
3months
Kshs

t13,93t,929 1,447,O38 2,227,229 11O,257,66',2

As at llot.h Junc 2018
n (;(:oLl n ts pery.rblcs 95,854,129 995,245 1,754,AO1 93,104,083

5. Related Party Disclosure
(a) Government of Kenya

M USWA SCO is onc of thc County WSI)S undcr Murang'a County
(iovcrnrn<:nt and contractcd by'l'ana Watcr Scrviccs Board ('IWSB) r-rndcr
I lrr' Walcr A<:r 201(r.

l6

72,727,405 66,897,230
( l ,4 s8,6s6)



MURANG'A SOUTH WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2019

(b) Key Management
'l'hcrc arrc no bcncfits givcn to managemcnt on tcrms more favourablc
than availablc in thc market.

(c) Directors
Irccs paid to thc dircctors in thc ycar amountcd to Kshs. 2,784,361

<:omparcd to prcvious financial ycar which amountcd to Kshs. 2,7O7,3OO
as shown in thc Financial Statcmcnts notc I O(b). 'l'hcrc was no rclatcd
party transaction involving thc dircctors.

6. Currency
'l'h<: Financial Statcmcnts arc prcscnted in Kcnyan Currency that is
Shillings.

7. Incorporation
'l'ht: <:ntit-y is incorporatcd in Kcnya undcr thc Kcnyan Companics Act and is
domir:ilcd in I(cnya.

8. Projects Implemented by the Entity.

I'rliccts inplcnrcntctl by thc Conrpany inclutlcd thc lbllowing

LKcnol lo
\laLrrr tr

lTkrus
pillclirrc
L Sahuslha
t lhlrrt \\/utcr
l'r'r, jre t

I(lK[]s
l'ipelire

Athi Watcr
Serv iccs
llourtl

(x)l

o( )l

I:rcellcrrl NO Y t,s

Cont rttsrc iit I

ltirxtncirrr.:,
l:xccllrrtt Yl,s

Slrrlus ol l'rojccts conrplrtion

llotlr ploiccts arc ongoing with projcct 001 bcing over 75o/o complctc and project 002 bcing 35%
eorrrplctc.

t7 i

Trvo years

llr

,,,i.. l't'r r,jt'e t

\ ttttt l,t'l'
l)orror l'r'r'irrd /

rlutit(iort
l)olot'
co ttt t ttil tttl tt I

SellitIll[(,(l0 (rr
l tl), r l.t ir! g

I e(luiIc(l ir\ ll( l'
tlie rlorr oi'
itgl(( lllcll l.

.\-

I ,,,t ri:

I



MURANG'A SOUTH WATDR AND SAMTATION COMPANY LTD
Attrrual Reports & Financial Statements
l'<.tr the Year ended. 3Oth Ju^e 2079

zota / 2Ot9
Kshs

2OL7 / ?OLA
Kshs

Revenue
la) Opcrating income
Wirtrrr S;tlr:s
(lorrrrcr:tion ft:r:

I<( oo r-t ll ootion [CC

Other income
'li:ndcr [e^<:s

Mis(; lncomc- Contra Compcnsation for
(lirmagcs(K[allltA) & othcr incomes
()thr:r Misc lncomc
In tcl'cst incomc
wS'l'1,' Sanitertion subsidy
It()\'cnue Orants 17 (a)

'l'otal Ol her Incomcs

t46,932,927 r3A,L44,472

6,000

tt

14 5,222 ,146
I,266,800

443,941

132,794,O94
4,564,320

778,058

.)

o

4,70 1 ,5 10
64,144
33,60u

5,257,976
2,ao3,37 6

34,630
I I t],6U3

IJ 071 282

t2,a60 618 8,230,596

Annual Report and Fina,ncial Stdtements 18



t MURANG'A SOUTH WATER AND s'Alt[lTATION COMPANY LID
Annual Reports & Fino'ncial statements
For tlrc gear end.ed. 3OTH JUNE 2079

IO. SCIIEDULE OF OPDRATINC EXPDNDITURD 2OtA | 2Ot9
Kshs

lO a. PERSONNEL COST
a) llogu lar Szrlarics
lr) Casual rvagcs
t;) O.O.li SalaD, grant
Total Pcrsonnel Costs

2Ol7 I 2OrA
Kshs

7 |,90L,4tL 63,579,lOt

70,866,760
1,034,651

1O b. ADMINISTRATIVE EXPENSES
Directors Costs
l)i rt:t:toIs Allowar-r<:cs
N4 c('ling and Con [c rcnccs

442,200
2,342, t 61

I, r 55,600
1 ,551 ,700

Administrative Costs
Sta[[ training
'l'ri.rvclling &Subsistcncc
Sral'f WclI:rrc & St:rff Uniforms
'li:lcphonc&, tl- mails
(.'on] pu Lc r rcpaifs & Acccssorics
Aclvcrtising & l'>ublicity
I.;lcct ricity (t,roduction)
l,lcctricity (l,ighting)
Sccu rity scrviccs
lincl Yc;rr I'arty
ilorrus iind Awatr<1s
(l)c(:rc asc) / I ncrcersc in l)rovision for llad dcbts
I\)st?rBc
(lcncral officc supplics-Oflicc'l'ca
I iilling Softw:rrc Maintcnancc
l):ryroll maintcnancc- ISOF'I'
I)astcl Maintonamc()
(lcnorator Maintcnancc
Wobsitc l)ovclopmcn! & Hosting
Workshol> & Sc'minzrrs
lC'l'linhi.lnccmcnt
I nsLl ranc(-' Compcnsatiorr
Starlf U nilorm
Total other admlnlstrative cxpensea

.I'OTAL ADMINISTRATIVD EXPENSDS

2,784,361

7 63,485
3, 134,455
2,7 18,364
2,642,679
|,757,540

963,300
| ,t98,O22

162,146
1,593,103

795,000
0

r,668,631
26,956

639,650
375,000
t]6,000
60,000
25,000

141 ,724
0

245,000
(20o,000)

0
1A,a76,O96 19,131,63()

2L 660,457 _?_1'g!9f_30

|,036,997
3,37 3,992
2,505,1 18
2,352,546
1,335,293

629,350
977,33rJ
176,tt56

I ,823,O t7
7 10,000
I 14,000

2,t72,654
3 1 ,983

526,A34
56,034

I 16,82u
194 ,241
102,000
125,O00

1 ,O44,432
150,99 I
(56s,480)
141,603

19

60,194,78t
659,O40

2,725,2AO

2,707,3OO

Ar.nual Rep<trt ancl Financial lltaternents
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"/ING'A 

SOUTH WATDR AND SAMTATION COMPAI,IY I,TD
.t I tlLLl Reports & Fina.ncial statements

', : Ltte lleer ended.3O'III .nrNE 2019
., I'I)$LE OF OPDRATING EXPENDITURD (CONTTNUED)

oPI'RA'I'ING EXPENSES

l{cgu lator_v l,cvy
Wirl(:r li(:sourc(:s Lcw
'l'ri! r rsJ)orl oxpcnscs
l)rirr t irrg & Statioucr-ics
l\4otor Votr iclc/ Cyclc running cxpcnscs
lru< ls rrtrrl Oils
Irrsrrrirrrr:r:(Stirff covcrs & Motor Vchiclcs/ Cyclcs)
(lorl)()rirl( Sor:ial llcsponsibility
l'rovision for l)cprcciation
S u l)s( ription (Waspa)
llillir r13 & I)rinting Serviccs
I{<:lIrirs & Maintcnancc oI Watcr pumps
l(t:prrirs & Mirint. of Watcr l'ipc Lincs(NItW) &
Irrstall:rtion of m(:tcrs
Offi r:r: li<.h;rbilitatiorr
I(r'p:rirs & Mil in tonancc-Officc
(llriuul)(:r Constrllction & Airvalvcs & Installation o[
solar-;l;rttr:ls
llirrrk C lra rgt:s
l,rr:cr rc.s & pr:rm its
Wirlcl rlua lil v
Ilrrlk Wirtcr l)urchirsc-Gatanga Community
Mct('r a('(:ossorics and watcr fittings
I)r:silt ir rg trczltrncnt works
I st.r ll; il ioll of Masrr:r Mr:tcrs
(:()r r l)('n sir l io! r of Kl,)llllA activitics
\\'S llr Sirr rital ion llxpcnsc
(irvil Wor l<s

d. LI'GAL AND PROFESSIONAL FDES
l,, r1itI lir'< s
('or rsLrlt;rrrt:t Scrvir:t:ri
,\r(lil lf( cs l) K Warnbu.i & nssociatcs
l(( \'r(.r\' ()l lltrsirr<:ss/Stritl<.gic l)lan
(luslorr( l Sirlisla('lion llasr:linc Slrrvci'

FINANCE COSTS
l,()lrr ln l('r(.sl
l,r,i r r r Ohargt's
Ir l cr-t st Olrrrrplt' I)aid

1,536,67u
5,283,524

160,000

39,695,128 33,665,276

2OrA l2or9
Kshs

4 ,47 3,2ta
l,380,639

3,228,706

2OL7 l2OLa
Kshs

|,481,332
1 ,294,961

3,479,28|
I99,O40
424 ,2c)O

934,316
475,427

2,20t,t24
2,t 04,o81
5,952,6t2
I ,356,851

23,563
4 ,902,267

I 51 ,200
7 16,993

1,319,507

I)7l,l5l

414 ,400
343,270

522,620
314 ,ti75

lt,233,9671

6 I 5,9U0
3,(r 13,350
{3,U74,ss0)
4,530,269
I,063,3u3

360,8 l9
206,40u
545,507

I OO,750

It74,000
603,U04
514 ,067
584,13t]

L,213,484 2,576,009

4,484,440
37,53 r

150 661
4,672,633 4,077,aSA

3,567,68u
262,396
247 ,774

DIRIiCT COSTS
( lllI rr r rr rris irl(l 'l'tIriILtll(:tlt
\\/. r t( r oririnl(:niltlc(: C)osts
\\'i r t, r l.in('s Iclrir lrilita tion

474,750
6,q69 ,296

1,043,u4 I
6,32(r,8Ufi

3,102 962 '2 961 .J92

1o,547,OO8 1O,331,818

, . INVI'N'TORY
i'\ ( .(ll r)rl)( s l!, Wrrlr:r I.itlings

\\ ,,1( r \lllL'r :;

,'lr(rrl( ,l.S
t ) r,rl)r l( r '\r'r'r'ssotics
.\l rrr,rrr,rnL S r rll)lrir t('

2,943,409

193,340

67,000

3,503,719

205,162
12,000

3,2Os,749 3,720,881

Arvru(rl Report and Finqncirll Stqternents 20

3,509,571
2,997 ,607
7 ,284 ,621
L ,720,463

t06,192
5,s08,626

254 ,640
t ,235,293

83,O00
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iliANG'A SOUTH WATER AND SANITATION COMPAI'IY LTD
.lrrrruol Reports & Financlal statem,errts
a: tlle uear ended 3Oth June 2079

f .-. i".,rnt,nu"o,
. oash and cash cquivalents

lior tlir' pir'1rosc of tltc cash flow statcmcnt. cash and
\,r\lr ('(lLri\'rrl( nts cotnprisc thc following:
r'.Lslr rtrrrl ( ur'T( r)l llcc()utlt tr:llanccs

2OLA / 2Ot9
Kshs

2Or7 / 2Ol8
Kshs

0.00
223,146 r,458,656)

223 186 11,4s8,6s6l

1 l.a
1l.b
l.1.c

(l;rslr irr barrk and in halld
(la slr in hand
(lirslr at lra rt k

Analysis of ca8h at bank
Bank Name
l';(l u ity Ilarrl< O<:ll<:ction nccount
li.(l.lJ batrk
[-lrr:rilirs l]ank
r\rrri<:i.,Srt<:ccr
Sirliirrr Ilirrrk - 1675i

l.j(lu ity llank
Siriiirn llirnk .l)81) I

Sirl irrn l}rr r l<

Nl l'jl;Sn I,'acility

Overdraft
Sirliirrr ll;rnk . iltJl) I

l';(l ll il ! l]ir r ) l(

Account number
oa90269245257
1114420U59
o02020037
006 10 1 0000 I 96 l8
01012020001675
oQ9029273771)4
0 10 1202000383 I
0 10 r 202000520tt
346350
1lb (1)

2OL8 I 2Or9
67,850
79,176

2,417
208,202
170,a92
306,509

37,796
3,958

227,At2 234,985
I,066,816 7 49,926

2,20a,582
186 (1,458,656)

I L3,93L,929 95,854,129

74,9u8,065 58,301,7s0
5,830, t',l5)

67 ,4A9,254 52,47 L,575

77 5,7 5177 5,7 5t
r 00,000
100,000
100,000
500,000

2,335,27 I
7 t3,927
1396,57 6

15,249,154
21,770,679 14,425,655

2OL7 / 2ota
ts8,177
32,660

2,140
290,340

l3,829

o l0 1202000383 I
00902927 37i 94
1lb(2)

Tradc aud other payables
'l r;rtlt Pitvitblcs
I)('\'('l()l)r,r(r rt Orrxl itors
Ar'cr'ttirls
Ot lrCr' pirvalrlr:s (OLrstomcr Dcposit)
'l'WSI I grrlr irrtl or 120'Zr Contribution

t3 Tradc Rcceivablce
Walr:r salt:s dcbtors
l.L:ss: l0(i, (lt:ttcral provision for bzrd dcbts

Othcr Reccivables
'l WSlJ cu stolncr dcpl>sit
WASlll.il ] Sl'A dcposit
(;irtarrgir c orrrrrrunity watcr schcmc dcposit
,\rrric:.r Sac't:o Sharcs
l \'(:slIlt(:nl l)cposil nmica sacco
.,\riviurc<' salalics arrd othcr prc-paymcnts
ws' .'

AwSII Kirichiun,tu
\/A'l' r:on tr()l accouut

i r lrdc :rnd Other Re ccivabll:s

45,550,484
7 t3,927

20,oo7 ,56i\
42,659,95)S

5,000,000

7,49n,ri06) {

100.000
r00,000
500,000

2,67 6,OBi>

713,927
896,57 6

8,663,3 16

tlttrtrtrul Report and Fir.arrci(,l Statements 21

89 259,937 66,497,230

(843,630)

39,004,975
7 t3,L)27

12,o9t,352
39 ,O4 3 ,a7 5

5,000,000
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,r-n,,r.. L.,-l , '' ,inLlrci.ri sln.cr;,.,
For ttle year tn.led 3Otlt .htn. 2O 19

NOTES (CONTINUED}

201al2079
I4 PROPERTY, PLANT AND EQUIPMENT

MOTOR
VEHICLE &

MOTOR
CYCLES

FURNITURE EQUIPMEIiT
& s /WATER

EQUIPMEN KIOSKS/WA
INFRASTRUCT

URE
WORK-IN.

PROGRESS

F

WATER
METERS COMPUTERS TOTAL

cosT
As at 1st July 2018
Additions
As at 30th June 2019

KSHS
5.797,136

KSHS
7.:0.7 6 7

KSHS
8,518.573

KSTIS
31, -97 | ,4 56

KSHS
77,362,611

KSHS
t 1 ,772,229

KSHS
4 ,7 7 3,180
2,7 14.O93

KSHS
143,946,385
29,993,95427 ,27 5 t{6 1

5,797,736 750,76? 8,518,673 34,971,456 7,491,573 77,362,644 39,048,090 t73 940,339

DEPRECIATION
As at ist July 2018
Ch ge for the year
As at 30rh June 20 19

4,025,306
388,936

3,033,397
1,168, r 23

8,438,519
1 ,707,016

40,917,741
5,508.627

NBV
As at 3oth June 2019
As at 3oth June 2018

__1 3J! 2!Z= :__!E?EEL s,2es32o 2L.976,495 4,201,520 10,145,535 46,426,367

1 ,3a2,89 4 _2yer| _ :,n29E3 :_1!_,oE1€91 290,Os3 67,2t7,LO9 39 o90 127,513,9723 o48
1,771,831 338 252 3 659 377 14 422,749 1,740,083 6A,924,L25 1 1 772,229 103,O28,644

cosT
As at 1st Jull'20i7
Additions
As at 30th June 20l8

KSHS
4,318,650
| ,47 8,486

XSHS
750.767

I(SHS
8,s 18,673

KSHS
34,97 t,456

KSTIS
3,482,497
1,290,983

KSHS
77,362,644

KSHS

11 '7'7') 110

KSTIS
t29,404,687

14,541,698
5 797,136 750,767 8,518,673 34,971,4s6 4,773,480 77 ,362,644 r1,772,229 143,946,38s

DEPRECIATION
As at 1st July 20l7
Charge for the vear
As at 30th June 2018

3,818, i 17
207 ,t89

366,7 t2
45.803

412,515

4,363,776
495,520

18,141,542
2,OO7,165

2,637,176
396.221

6,688, 1 5 1

1,750 368
8,438,519

36,O15,474
4,902,267

4,O2s,306 4 ,459 ,296 20 ,L4A ,707 3,O33,397 40,917,741

|,77 7,a3L 334,252 3,659,377 t4,A22,749 1,740,083 6a,924,L25 t7,772,229 103,028,645
500,533 384,O5S 4 ,L54 ,497 16 ,829 ,9 14 845,321 70 674 493 93,389,213

Annuq.l Report and Fincnciol Statements

412,515 4,A59,296 20,148,707
40,340 436,423 1.767,787
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As at 3oth June 2C18
As at 3oth June 2O17
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MURANG'A SOUTH WATER AND SANITATION COMPANY LTD
Arrnual Reports & Firrancial Statements
For thc Ycar ended 30th Junc 2019

NOTES ICONTTNUED)
l5 .Tax expensc/incomc zOLA l2or9

Kshs
3,O3 | ,O27

2OL7 l2OrA
Kshs
3,091 ,823CLrrr(:nt incomc tai{

l)r:[t:rrt:d incomc tax

Int:ornr: tax cxpc nsc/ (crcdit)

'l'ho tax on thc (:ompatly's profit/(loss) bcforc incomc tax
rlilli:rs irorr thc thcorctical amount thart would arisc
r"rsing thc st;rLutory incomc tzL\ rertc ars follows:

l'r trlit / (loss) bcforc incomc terx

'l';r:r t:irlr:ulatccl at thc stertutoly tax rartc of 309'0

16. Borrowings
Inctudcd in thc financial statcments

Not lir[or than an ycar
l.irlcr than I .ycar;rnd no lzttcr than 5 ycars

Loan Movemcnt
As irt )rcginning oI thc yc.rr
llollorvitrgs in thc ycar

_-__3,o3l,oz_ ____!p91429_

'l o, l03 124 10,306,076

3,O3 t ,O27 3,O9 I ,U23

Kshs
| ,594,57 6

41 437

__32eypl3 20,2A2,t t7

20,282,1t7 10,53u,5 t 2
27 ,275,461 18,655,786

Kshs
6,8r7 ,986

1 3,4 64, I 30

l(l1.rr11 rrcrrts tlurirrgs thc ycalr 4 ,640 964 (8,9 t2,t 82]|

__12 11 ll_ __ 2o,2n,r n
'l'l-rc lr:rrricl of this borrowing is Sidian Bank Ltd, at an intcrcst ratc of 13olo pcr annum on
ir rt:<lr-rr:ing balancc, lour ycars and four months(S2 Month s),sccurity is dcbonturcs.
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: iUIIANG"/I SOUTII WATER AND SA|{ITATION COMPAIW LTD

lr';ff ::::::::::::'"""

S;rlirrit:s (]OK
.,\ r rrr: rt isa tion
li<:vr:r r rrr: C) ran t(Su bsidy)
TOTAL

i , b..I.O'I'AL CAPITAL GRANTS AS AT 3OTTI JUNT' 20t9
ll;rl;rrrr:r: :rs at l st July 201ii
r\ilr iit ion s dlrring thc ycar
'l rrrrsii'r to stiltomont of c<lmprchcnsivc incornc
llalance as at 3oth June 2019

liir rrr il u rr:, Irittings & l)quipmcnts
Wiitcr li iosks itr.rd llquipmcnts
\Ara l( r Molcrs
In ll'ii.,i rr r<-'turc l,ipclinc

20ta /2019
Kshs

2,4o3,376

2017 l20La
Kshs

2,725,280
3,080,29f1
2,265 704

a,o7t,2a22,4o3,376

s6,o72,106
o

(2,r]03 ,., / t),

56,446,972
2,705,43'2
(3,080,298)

53,264,73{.J 56,O'72,tO6

'l'lrr: i:apital grzlnts inclr-ldc Pipclinc in fru stru cturc,watcr kiosks,storagc tanks,laborzrtory
ct;ui1.:rrrt:nt & u,atcr mctcrs that,-hc hzrvc bccn cumulativcly grantcd by
'l'wsll .Nwcl,c & ws'l'F('l'ana watcr Scrviccs Boerrd ,National watcr conscrvation
,\rrri l)i1rt'lirrc C<rrporation {!, Watcr Scrviccs'l'rust Fund) from FY 20ll-2O12 Lt> Fy
t20 Il; 20 i6 nnd alnort"iscd anually at normaLl r:rtcs as bclow,

Ratc - "1,

12.50,,/o
12.50,k
t2.50%
2.50%

..rLttul )leport and l-inancial State:rrcnts

. .r. ToTAL REI4TNUE GRANTF__Ey ao1g12Q19
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MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 20I9

I. CORPORATEINFORMATION

Incorporation

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

Principal Activity

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

Vision:

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

Mission:

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

Core values:

I . Customer focus

2. Integrity

3. Teamwork

4- Commitment

5. Responsiveness

6. Equity

THF:, BOARD OF DIRECTORS

NAME

Dr. P. K. Munga

Eng. D. Ng'ang'a

H. M. Mwithiga

J. K. Mwirigi

S. Karina

M. Gichomo

P. Kiguta

E. Gathima

B. Wanjeri

P. Macharia

DESIGNATION

Chairman

Managing Director

Member

Member

Member

Member

Member

Member

Member

Member

)

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



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL sTATEMENTS FoR THE vEAR ENDED 30'"tJUNE 2019

REGISTERED OFFICE
Muwasco Building. Murang'a
Kangema Road
P. O. Box 1050 - 10200
MURANG'A.

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

CORPORATE BANKERS
I . Equity Bank Ltd.

P. O. BOX r060 - 10200.
MTJRANG'A.

2. Cooperative Bank Of Kenya
P. O. BOX 954 - 10200.
MURANC'A.

3. Family Bank
P. O. BOX ll30 - 10200.
MT-iRANG'A.

AUDITORS
Office of Auditor General
P.O. Box 30084 - 00100
NAIROBI.



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FoR THE YEAR ENDED 30,,,JUNE 20I9

II. 'I'HE BOARD OF DIRECTORS

He has vasl experience in both the public and private sector having
worked for many years with BAT rising to the post of Area Marketing
Manager. He founded and is the current proprietor of Murang'a
Tobacco Distributors. He has served in many schools management

boards as well as ACK church council committees in various
capacities.
He holds various post high school certificates in sales, management

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

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

Intemational (FOTAPI). She has also worked in various capacities
with: NACADA, ECK. Uwezo Kenya, Joyf'ul Women, Probation
office and been a member of school boards.

She holds a bachelors degree in social work and administration and

has numerous certificates in community development relaled courses

from various institutions. She is a member of finance and

administration committee of the board.

l

DR. P.K. MUNCA

He is an industrialist and a business man with interests in banking,
manufacturing. insurance among others. He has vast experience in
both public and private sector and has been contributing immensely to
the community in scholarships and other social wellbeing. He is a
former chairman of Equity bank and a member of boards of various
blue-chip companies. He is the proprietor of Equatorial Industrial Park
and Pioneer group of schools among others.
He is a qualified Certified Public Secretary (CPSK) and holds many
other certificates in management and corporate govemance. He is
chairman to the board.

I]NG. D. NC'ANC'A

\

J.K. MWIRIGI

He is an experienced finance manager who has served in the public
sector for more than l0 years and is currently the Murang'a Town
Manager for the last four years. He served with the now defunct
County Council of Murang'a in the capacity of Marketing
superintendent and later as Senior Accountant.
He holds a Bcom in Finance. He is also a qualified accountant
(CPAK) and also a qualified public secretary (CPSK) and has studied
various management and administration courses.

'{ o.

S. KARINA

a
\
\

He is the current Managing Director of Murang'a Water & Sanitation
Company since the company's inception in 2007. He has huge
experience in the water sector and also has worked in the private
sector. He is a registered engineer, has a BSC civil engineering
degree, Executive Masters degree in Business Administration and a

diploma in Community Development. He has attended numerous
managerial and administration oourses both locally and abroad.

/
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M. GICHOMO

She is a careerjoumalist with experience in joumalism and social
work. She has also worked as an assistant director at Radio Maria
station. She has been involved in various youth development
programs and represented the youth in various capacities. She is also

a founder member of Murang'a Active Youth Group.
She is a diploma holder in Joumalism and diverse certificates from
various institutions. She is a member of Audit and risk management

committee of the board.

I I
P. KICUTA

A career accountant. he has enormous experience in the private sector

as well as participated in many social and community development
activities. He is cunently a partner with Ruhiu & Associates CPAs.
He has been the chairman ollhe Murang'a chapter of the Chamber of
Commerce and lndustry. organizing secretary of Kikuyu council of
elders (Murang'a). He has also served in various capacities in
religious organizations.
He has various post high school certificates. He is the chairman ofthe
finance and administration committee olthe board.

E. GATHIMA

He has many years ofexperience in representing the physically
challenged persons in various capacities. He has served in the

capacities of treasurer. secretary and chairman in various groups of
the physically challenged.
He has attained certificates in food production, evangelism &
discipleship and computer packages. He is a member of finance and

administration committee of the board.

B. WANJERI

She represents Maendeleo ya wanawake. She is a diploma holder in
human resource and guidance and counseling from university of
Nairobi. She has also undergone short courses in local govemment
supervisory management and effective supervision course. She has

worked as a human resource officer. administrative officer and senior
secretary. She is a member of Audit and risk management committee
olthe board.

P. MACHARIA
CECM WATER &
IRRIGATION
MURANG'A

I

He is a holder of Master of Science in Human Resources
Management from the Jomo Kenyatta University of Agriculture and
Technology. He is also a holder ol Master ol'Business Administration
majoring in Finance and Accounting from Mount Kenya University.
He has undertaken an undergraduate degree in Bachelor of
Commerce (Accounting Option) fiom the Kenyatta University. He is
currently pursuing a PHD in finance fiom the Jomo Kenyatta
University. He is a Certified Public Accountant (CPA-K). He also
worked as the Chief Executive Oftlcer of the Murang'a County
Initiative Co. Ltd. He has served as Business Development Manager
at the Pioneer Intemational University.
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MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30I'I JUNE 2OI9

III. MANAGEMENT TEAM
The Com Itn s senlor mana ement team is as follows

MANAGING
DIRECTOR

ENG. D. NGA'NG'A

2

COMMERICIAL
MANAGER

CPA.J. MAINA

CPA(K),
B.COM. MASTER OF PUBLIC
POLICY AND ADMINISTATION

BSC CIVIL ENGINEERING
TECHNICAL
MANAGER

-)

ENG.P.KARENJU

HEAD OF INTERNAL
AUDIT

CPA. P. NJERU

HEAD OF
CORPORATE
AFFAIRS

I

BMC,
DIPLOMA IN JOURNALISM &
MEDIA STUDIES

HEAD OF
MONITORING AND
EVALUATION

DIPLOMA IN
ENVIRONMENTAL
TECHNOLOGY,CERTI FICATE
IN M&E

P. MWANGI

HEAD OF HUMAN
RESOURCES &
ADMINISTRATION

7

It'
LILIAN MAINA

6

BSC CIVIL ENGINEERING,
EMBA. DIP. COMMUNITY
DEVELOPMENT

I

T
.^!

B.COM
cPA(K)

.+.

J. MBUTHIA

\

U
-)

\

6.

?t

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



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OT'I JUNE 20I9

IV. CHAIRMAN'SSTATEMENT

I am delighted as the chairman of Murang'a Water and Sanitation Company Ltd to release our
annual report and financial statements foi the year ended 30th June 2019.
As a company we have made good strides in our performance areas which have resulted to
continuous improvements despite myriad challenges we faced during the year. Through improved
performance our stakeholder's interests are guaranteed. In addition future generations are

considered in our operations as the natural resources have to be protected to ensure we have

brighter prospects. At the end ofthe day we ensure that the residents of Murang'a have access to
safe and reliable water services.

0perating Environment
The last quarter ofour financial year recorded sluggish groMh as the revenues declined as the cost

of operations increased. As you are aware there have been numerous challenges facing our country
and during the financial year there was generally slowed economic groMh which affected all
sectors ofthe economy and generally capital investment was lower than expected.

We have an opportunity in that the demand for our services has continued to rise and we have

various strategies to ensure that all our customers have water and sanitation services which satisfy
their requirement.

To address the concems ofour stakeholders we have continued to engage with them as we value
their feedback. The environment we operate in require conservation to guarantee sustainability of
our services as deforestation and global warming pose a major risk as some rivers have decreased

water levels. During the year we have managed to partner with various stakeholders to plant trees

in our water catchment areas. As a board we have ensured that we operate in a socially responsible
manner. This includes a continued focus on operational efficiency. resources conservation efforts
and responding to the needs of our customers.

Expansion Programmes
Due to the high demand for our services we have initiated various programs to increase water
supply as well as expanding our sewer networks to reach un-served residents in our area of
jurisdiction. Though the initial cost outlay is high we will strive to realize our vision through
partnerships ol like minded stakeholders.

ln addition. during the year, our oontinued relationship with our developmenl partners ensured thal
we completed water extension to various areas at a cost of ksh.lsmillion funded by TWSB.
AWSB and intemally generaled funds.

Financial performance
I am pleased to report another year of continued progress fbr MUWASCO in which our financial
performance showed steady groMh. Revenues from operating activities in the year reduced
marginally to ksh 182.7 million from ksh.l 88.6million reported in the year 2018.
Our subsidiary Company. Fort beverage industries has continued to improve and we expect it to
break even in the current financial year. The plant is progressing well with improved sales and its
proceeds will be invested back to ensure 100% connectivity in our area ofoperations.

Future Strategies
We have a big vision for the company and our future can only be brighter. We have to forge out
the best strategies to overcome the current economic hardships. Our success depends on ability to
figure oul the future by anticipating and responding to change and futfilling our customers'
expectations.

7
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CHAIRMAN'S STATEMENT (Continued)

As a board we will continue to support investments in new project which will yield high retums to
our stakeholders as we provide the essential services of water and sanitation. The new projects will
ensure the continued growth ofthe company and progress towards achieving the company's main
objective, that ofdelivering greater value to its customers for socio-economic development.

Though the economic environment was not favorable for us to actualize some of our dreams we
arc still optimistic that we will continue receiving support from ow stakeholders and financial
partners and actualize the construction of Murang'a water institule and expand our water supply
network to Mugoiri Watiri and other un-served areas such as Kambiti. ln future we also intend to
invest in biogas project to harvest gas from our Karie sewerage treatment plant which will enable
us reduce pollutions to our environment and serve Murang'a which is a key town in the
development of Murang'a County.

This expansion programme will require an estimated investment of over ksh.2 billion which calls
lor a lot ol resource mobilization.

The year ended in a promising position and having all enabling policies and right frameworks we
will be able to achieve our entire plans and realize our vision and mission as we fulfill our mandate
to all stakeholders.

Acknowledgement
I musl recognize the role and dedication of MUWASCO Board of Directors, The National
Govemment, Muranga County Govemment, Tana and Athi Water Works Development Agencies.
the Ministry of Water and Sanitation. Development partners and our customers for their support. I

salute management and employees of MUWASCO for their hard work throughout the financial
year.

Thank you.

Dr. P M unga
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MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2OI9

General Overview
I am elated to report yet another annual performance ofthe company tbr the period ended 30tl'June
2019. I'he company's performance has remained stable despite the challenges experienced in the
year of our operations due to adjusted tariffs. Our challenges of high Non Revenue Water has

continued to pose a challenge in our operations due to the aged infrastructure which requires huge

investment fbr renewal. We are seeking partners to lund the renewal of the old infrastructure in
order to reduce the Non revenue water to acceptable levels. In our proposal we expect to renew
infrastructure in Murang'a CBD and Mukuyu.

The impact report issue no I I of 2019 released by WASREB ranked us number two (2) in our
category and number three (3) overall lor the year 201712018. The company also was ranked as

most improved in the country having scored 154 marks in year 201712018 against 89 which was

scored in year 2016/2017 . This is an indicator of the potential we have even to perform better.

Our customers have continued to enjoy quality services and this is evident fiom feedback we are

receiving from them and we target to improve on this even higher.

During the financial year Murang'a water and sanitation company ltd in collaboration with the

Kayahwe WRUA. Prisons Murang'a, KFS Murang'a and sustainable agriculture community
development programs Mt Kenya region joined the residents of Kiawambeu, Muchungucha and

Gaitega areas in Environmental conservation awareness exercise. The event took place at Ndikwe
police post where members ol the community converged to leam on how to avert the warring
climatic conditions through planting of indigenous trees which are eco friendly.

The joumey towards ISO Certification is still on course and I am optimistic that the launch will be

done belore the end ofcurrent financial year.

We will also be developing our next strategic plan to steer our groMh for the next five years i.e
2020 to 2015.

Company performance
Below is a summ olthe com erlbrmance durin the ear:-

The performance of the company has continued to improve and during the financial year 2018-
2019 despite having reviewed water tariff downwards. we were able to extend water to new areas

in Kambirwa and Mirira which were not served betbre.

9

2018 t20192016 t2017 2017 t2018No. ITEM
197.6 188.7 t82.7l I'otal Billings (Kshs in Millions)

197.8 l9t .l 185.8) Operating Exp (Kshs in Millions)

,13.8 57 l5-) Capitat Exp (Kshs in Millions)

12.705 I i_0604 Number of active water Connections

5.0894.9975 Number of active sewerage Connections

V. MANAGING DIRECTOR'S STATEMENT

r2.308
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MANAGING DIRECTOR'S STATEMENT (Continued)

With internally generated funds and the support of partners such as Vitens Evides the following
projects were completed during the year.

L Through intemally generated funds rehabilitation of water pipelines to various areas at a
cost of Ksh I L6 millions.

2. Through intemally generated funds extension of sewer services to various areas at a cost of
I .l millions

3. Improving our offrces through fumiture's and computers 0.62 millions
4. Njoguini Non Revenue Water Project supported by Vitens Evides at a cost of Ksh. L5

Millions and the project is still in progress.

Water conservation

Water resources are getting scarce each and every day and if the situation is not anested we may
not have water to serve our consumers in the near future. During the year we were able to plant
10,000 indigenous trees and started a tree planting nursery at Karie sewerage treatment plant. The
aim of this is to ensure that we regain the forest cover as per constitutional requirement of more
than l0% from the cwrent 7o/o to ensure the environment is conserved even for our future
generations.

Regards
I thank most sincerely the Board of Directors for their strategic and policy guidance during the

concluded financial yeu 201812019. To the management and entire staff members of
MUWASCO, it could not be possible lor us to achieve much were it not for your commitment and

dedication and I am confident that w-e have alt the skills necessary to manage the significant
opportunities and challenges that lie before us.

My heartfelt gratitude go to Murang'a County Govemment, MUWASCO stakeholders, TWWDA,
WASREB. AWWDA, W.S.T.F. ministry of water and sanitation. our development partners and

other institutions who supported us financially or otherwise.
I also take this opportunity to thank all those not named above but have given us moral as well as

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

Eng. D.NG'ANG'A
MANAGING DIRECTOR
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VI. CORPORATEGOVERNANCESTATEMENT

Corporate govemance is the process and struclure used to direct and manage business aft'airs olthe
company towards enhancing prosperity and corporate accounting with the ultimate objective of
realizing stockholder's long term value.

Board of Directors
The composition of the Board is compliant with good corporate govemance practices and

WASREB regulations. The roles of the Chairman and the Managing Director are segregated. The
Managing Director is in charge of the day to day running of the business of the company. A non-
executive director acts as the chairman of the Board. The current Board is composed of Managing
Director and nine other directors drawn from various stakeholders. Ihe Board is therefore
composed of committed individuals with diverse and complementary skills to ensure that there is

suflcient wealth ofexperience at Board level.

Board meetings
Board Meetings are held every quarter and in exceptional circumstances as dictated by demand

and exigencies ofcompany operations. The following are the number of Board meetings held:

TYPT] OF MEETIN(; N()
Special Board Meeting & ACM -)

Full Board Meeting 7

Finance and Admin Committee Meeting -)

Audit Committee Meeting -)

Total l6

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

Audit and risk management committee
The members of this comminee are all non-executive directors. All the members meet minimum
financial literacy standards. The committee meets at least four times in a year and the intemal
auditor serves as the secretary olthe committee.

The committee is responsible tbr ensuring that the Company's intemal controls are adequate and

that the assets at the disposal of the company are safe-guarded. It ensures that proper polices and

intemal control procedures are in place and also helps to ensures that the set policies and
procedures are adhered to and advices on improvements and introduction ol new control
procedures.

The company conducts its operations in accordance with the principles of good corporate
governance as provided in the Water Services Regulatory Board (WASREB) guidelines and Water

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

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

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

il
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Finance and administration committee
The committee comprises ofthree non executive directors and C.E.O Tana water services Board as

an ex-official. The committee is chaired by a non-executive director and meets four times a year.
The role of the committee is to monitor and review the operational and financial performance ol
the company against key performance indicators, identifuing shoncomings and ensuring corrective
measures and action are taken. The committee also reviews the company's investment plans in
capital expenditure and recommends 10 the board for approval. The committee has also the
responsibility ofensuring that the systems offinancial controls are ellectively administered.

This committee as well has the responsibility of ensuring the company has the right staff. at the
right place and doing the right thing. More so. the committee will ensure that staff welfare is
guaranteed.
Their terms of reference includes but not confined to human resource planning, employee welfare,
recruitment, training, performance appraisal, discipline, health and safety and HMAIDS.

Technical committee
The committee comprises of three non executive directors and C.E.O Tana water services Board as

an ex-official. The committee is chaired by a non-executive director and meets four times a year.

This committee oversees planning. coordination and execution of development and rehabilitation
projects to ensure expansion of reticulation system and to improve efficiency in water production
and distribution including sewerage network

Directors' Remuneration
The remuneration of non-executive directors consists of sitting allowances in connection with
Board and committee meetings.

Attendance of Board meetin
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MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2OI9

CORPORATE GOVERNANCE STATEMENT Continued)(

Process of appointment and removal ofdirectors
A third of directors retire on rotation every year. Election of directors starts with advertisement in
the media, their applications are considered by stakeholder's selection committee and this
committee does a recommendation to the stakeholders. The recommendations are taken to the

Annual General Meeting. The stakeholders at the AGM are at liberty to agree with the

recommendation to agree. amend or to disagree with the recommendations.

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

Ethics and conduct of directors
To show commitment ol' proper utilization and management of public resources and proper

running of corporation's al'fairs. Murang'a Water And Sanitation Company has developed a code

of ethics to be signed by all board members. A code of ethics provides guidance and direction in
the manner in which members of the board of directors are expected to conduct themselves when
handling matters relating to the company. This code is guided by the company's strategic plan.

Going concern
The directors confirm that the company has adequate resources to continue in business for the

foreseeable future and therelbre the continued use of the going concem as a basis when preparing

financial statements.

SI(;NI'D

E, QH AN ANAGING DIRECTOR

l3
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VII. MANAGEMENT DISCUSSION AND ANALYSIS

SECTION A

The entity's operational and financial performance

SECTION B

Entity's compliance with statutory requirements
Muang'a water and sanitation company complies with various statutory requirements and

the 8th AGM was held on Friday the 27th July 20l8.The company has a pending case which
emanated from the regular tariff adjustment in Murang'a high court where the applicant was

awarded Ksh. 5,410.494 and the company appealed against the decision.

SECTION (]

L X"V plqilS! ,nd inve-stment deqisiorrs the entity is pla4nindimpleqel{ng
I Muranga water and sanitation company is a company limited by guarantee hence it cannot be
able to finance its project through equity. The projects are financed either from intemally
generated funds. Grants from County Govemment, Constituency Development Funds.
Development partners and commercial financing through performance/result based
financing. The Company has a role to play if it's going to achieve Sustainable Development
goals agleed by the world leaders in year 2015. for a more prosperous. equirable. and
sustainable world. Specificalty the company strives to meet goal number six of clean water
and sanitation.

20t7t20t8 201 8/201 9No ITEM

182.7I Total Billings (Kshs in Millions) 188.7

185.81 Operating Exp (Kshs in
Millions) 192.2

l5Capital Exp (Kshs in Millios) 57J

13.060-+
Number of Active Water

Connections

5.0895
Number of Active Sewerage

connecllons

6 Unaccounted for water 25%

l4

12.308

4.997

25%
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

()N (;OING PII().|U(-TS

PROPOSED PRO.IE,CTS

SECTION D

Major risks facing the entity

0peration risks

The Company inherited otd dilapidated inliastructure. and this has contributed to high Non
Revenue Water. Over the years, the company has invested in various projects to improve
the infrastructure. The funds required to overhaul the whole network is beyond company
affordability and various proposals have been made to mobilize funds through Public
Private Partnership (PPP)

Market Risks

The company has an outstanding loan from Sidian Bank.The principal outstanding amount
is Ksh 6,907,61I as at 30'n June 2019 with an interest rale of l4o/o per annum. With interest
rate capping, the company is not exposed to market risk unless the capping is removed and
this could adversely affect the company cost of the loan.

Credit Risks

The company supplies water on credit and gives the consumers a period of l4 days to clear
their bilts. Not all consumers are able to clear their bilts within the credit period given and
this give rise to credit risk. At the end of the year. the trade debtors amounted to Ksh
56.180,651 and the highest percentage was owed by the Govemment institutions and the
default risk is assessed as low. The company provides allowance for credit risk against the
outstanding speciflc water and sewerage debts and a general provision of l0% of the net
balance.

Liquidity Risk

The company has various obligation and liabilities as outlined in note 13,18,19,20 and 2l
of the accounts. The company manages liquidity risks by maintaining banking lacilities
through continuous monitoring offorecast and actual cash flow.

No. I'rojcct Financed b;" Sustainahilitv

I Performance Enhancement
of Water Utilities In Kenya
(PEWAK)

Vitens Evides
lntemational

The project will reduce
Non Revenue Water to less
than 25 %o

No I'roject Financed by Sustainabilitv

l Mugoiri Wa Teri
rvater Supply

Commercial
financing with result
based financing
(RBF) through
Water Services
Regulatory Board

-The project wilt increase the
production capacity per day hence
more supply to the increasing
population and demand.

2 Murang'a urban
NRW project

Public
partnership

pnvate -The project will reduce water losses
and increase supply to unserved areas.

Murang'a
institute

\\ alcr G.O.K The project will increase
streams of the company
benefit the community.

revenue
and will
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

SECTION E

Material arrears in statutory/Iinancial obligations

SECTION F

The entity's financial probity and serious governance issues

The company has accumulated administrative fees owed to Tana Water Services Board
Amounting to Kshs 49,458,717. Other trade creditors amounted to Ksh. 57.648.329

The Company has no any financial improbity and it observes the guidelines issued. by. Water
Services Regulatory Board on corporate govemance and has complied with the guidelines
with no any iase of conflict of interest among the Board or Member of the Board and top
management.

l6
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VIII. CORPORATESOCIALRESPONSIBILITYSTATEMENT

Murang'a Waler and Sanitation Company limited provides unequaled waler and sanitation services
to her consumers while maintaining safety against any contamination. reliability and sustainabilit,v-
while establishing water and sanilation inf'rastructural layout. recognizing that environmental
impact reduction and environmental conservation are crucial running priorities in order to achieve
universal and equitable access to safe and affbrdable drinking water lbr all by 2030.
Our Corporate social responsibility is driven by the awareness of the need to substantially increase
water-use efficiency across all sectors and ensure sustainable withdrawals and supply of fresh
waler to address water scarcity ,substantially reduce the number ol people suffering from water
scarcity and improve water quality by reducing pollution. advocating against dumping and release
of hazardous chemicals and materials, ensuring total management and treatment ofsewerage in our
area ofoperation and globally through sanitation advocacy campaigns.

In view of the above .We have rolled out elaborate .coordinated environmental conservation
programs aimed at achieving a minimum of l0% forest cover in our region which is a national
target as well as averting harsh climatic conditions which il successful will ensure sustainability in
provision of water to Kenyans. lndeed, we have partnered with govemment agencies like the
Ministry of water and sanitation. the Water Services Providers Association (WASPA), Kenya
Forest Service, the National Environment Management Authority, Murang'a and other public and
private institutions in planting over six million trees nationally over a period of eight months. We
have as well established a tree nursery where we are currently nurturing over l0 million seedlings
which will be distributed to farmers locally in order to enhance sustainability of the programme.

Early this year. we offered full sponsorship ofhigh school education to three needy students within
our area of supply who had excelled academically. The students who benefitted from full payment
of their fees had attained over 370 marks. We continue monitoring their performance in order to
enhance their resolute vision towards their academic and intellectual excellence. In the same year.
in conjunction with other water companies in Murang'a County, we initiated a water harvesting
and conservation program that aimed at enlightening water consumers on rainfall and environment
conservation. The program aims at benefiting 500 pro -poor households with water tanks and
gutters installalion.

.NG'ANC'A

17

ANAGIN(; DIRECToR

We endeavor continuing to strenglhen our cor?orate governance structure with the aim of
enhancing management. transparency and monitoring. Furthermore. we will strive to increase our
corporate value through compliance with all laws. regulations and rules goveming our corporate
activities and by establishing and operating a risk management system lor managing various types
ofrisks and stabilizing our mandate.
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IX. BOARD OF DIRECTORS REPORT

The Board of Directors has the pleasure in submitting their annual Report and Financial
Statements for the period ended 30th JLrNE 2019.

PRINCIPAL ACTIVITY

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

INCOME

The results ofactivities for the year show a surplus ofKshs 16J71'265 as set out on page twenty
two of the accounts.

DIVIDENI)

The directors do not recommend the payment of a divided. This is in line with section I 3 I (3 ) of
water Act 201 6

THE BOARD OF DIRf,CTORS

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

AUDITORS
The auditor general is responsible for the statutory audit olthe company's financial statements in
accordance with Article 229 of the constitution of Kenya and the Public Audit Act 2015

Bv order of the Board

D. NG'ANG'A
MANAGING DIRECTOR

lu
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X. STATEMENT OF BOARD OF DIRECTORS' RESPONSIBILITIES

Section 8l of the Public Finance Management Act, 2012 and section 147 of the Companies Act
Cap 486 requires the Board of Directors to prepare financial statements for each year thal give a

true and fair view of the state of affairs of the Company as at the end of the financial year and of
the results of the activities for that year. It also requires the Board to ensure that the Company
maintains proper accounting records which disclose with reasonable accuracy the financial
position of the Company. The Board is also responsible for safeguarding the assets of the
Company.

-fhe 
Directors are responsible f,or the preparation and presentation of the company's financial

statements, which give a true and tair view ofthe state of affairs of the entity for and as at the end of
the financial year ended on June 3Oth . 2019. This responsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be effective throughout
the reporting periodl (ii) maintaining proper accounting records. which disclose with reasonable
accuracy at any time the financial position of the entityi (iii) designing, implementing and

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

'Ihe Directors accept responsibility for the company's financial statements. which have been
prepared using appropriate accounting policies supported by reasonable and prudentjudgments and
estimates. in conlormity with Intemational Financial Reporting Standards (IFRS). and in the manner
required by the PFM Acl.2012 and the Companies Act. The Directors are ofthe opinion that the
company's financial statements give a true and fair view ofthe state ofcompany's transactions
during the financial year ended June 30,2019. and ofthe company's financial position as at that date.
The Directors further confirm the completeness ofthe accounting records maintained fbr the
company. which have been relied upon in the preparation ofthe company's flnancial statements as

well as the adequacy of the systems of intemal financial control.

As at 30s June 20lg.the statement offinancial position reflects the company's current liabilities of
Ksh. 122.839,307 which exceeds the current assets balance ofKsh. I15.329,824 thus a negative
working capital of Ksh.7.509.483.This is due to operating with non cost recovery tariffs fora long
period .A new application for tariffreview has been made to Water services regulatory
Board(WASREB) and the process is complete awaiting gazzetment
before implementation. We have in addition requested WASREB to extend the regular approved
tariff that was gzze$edon 23'd May 2014 before the new tariffs arc gzzelled. The company
liquidity levels will improve and will be able to meet our financial obligations as and when they fall
due thus we have prepared these financial statements on going concem basis.

Approval of the financial statements
The company's llnancial statements were approved by the Board on l" September 2 l9 and
signed on its behalf by:

SI(iNIJ
. P.K MT]NGA

CHAIRMAN
GUTA N(;'ANG'A

DI CTOR MANA(;ING DIRECToR

l9
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NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MURANG'A WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDEO 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Murang'a Water and Sanitation
Company Limited set out on pages 22lo 46, which comprise of the statement of financial
position as at 30 June, 2019, statement of comprehensive income, statement of changes
in equity, statement of cash flows and the statement of comparison of budget and actual
amounts, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 20'15. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Murang'a Water and Sanitation Company Limited as at 30 June, 2019,
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Financial Reporting Standards, and comply with the Water Act, 2016,
the CompaniesAct,20l5 and the Public Finance ManagementAcl,2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Murang'a Water and Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the lSSAls and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Emphasis of Matter

Material Uncertainty Related to Going Concern

I draw attention to the statement of Board of Directors' responsibilities on Page 19 which
indicates in the statement of financial position as at 30 June, 2019 that the Company's



current liabilities balance of Kshs.122,839,307 exceeded the current assets balance of
Kshs.115,329,824 resulting in a negative working capital of Kshs.7,509,483. This is an
indication that the Company is experiencing financial difficulties in meeting its obligations
as and when they fall due. The directors have aftributed the negative working capital to
non-cost recovery tariffs which had been in force for a long period. The Directors have
indicated that a new application for tariff review has been made to Water Services
Regulatory Authority and that the process is complete awaiting gazettement. The
Directors are of the opinion that the Company's liquidity levels will, therefore, improve
and be able to meet its financial obligations as and when they fall due, thus these financial
statements have been prepared on a going concern basis.

The existence of this material uncertainty cast a significant doubt on the Company's ability
to continue as a going concern which is dependent on shareholders, financiers and
cred itors support.

My opinion is not modified in respect of this matter.

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 Mafter

Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board and The National
Treasury's Circular.

Other lnformation

The Board of Directors is responsible for the other information. The other information
comprises the Company's information, corporate governance and the report of Board of
Directors as required by the Companies Act, 2015. The other information does not include
the financial statements and the auditor's report thereon.

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

ln connection with my audit of the Company's financial statements, my responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or the knowledge obtained in the
audit, or otherwise appears to be materially misstated. lf, based on the work I have
performed, I conclude that there is a material misstatement of this other information, I am
required to report that fact. I have nothing to report in this regard.

Report ofthe Auditot-General on lr'lurong'a U'oter and Sanitotion Compum, Linitedfor the year ended 30 June, 2019
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1

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) ot the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
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.

Basis for Conclusion

Non-compliance with the Water Services Regulatory Board (WASREB)
Regulations on Personnel Costs

The statement of comprehensive income reflects an expenditure of Kshs.92,964,790 on
personal emoluments. The amount represents about 50%o of the total expenditure of
Kshs.185,774,102, which is higher than the recommended ratio of 35% in accordance
with the WASREB guidelines. The excess personnel costs may negatively impact on the
Company's profitability and sustainability of services in the long run if measures are not
put in place to contain the cost within the acceptable level.

Consequently, the Management is in breach of guidelines.

2. Long Outstanding Debt

As disclosed in Note 20 to the financial statement, the statement of financial position
reflects trade and other payables balance of Kshs.107,107,046. The balance includes
lease fee amounting to Kshs.49,458,717 owed to Tana Water Services Board, which had
not been remitted as at 30 June, 2019. No satisfactory explanation was provided for non-
settlement of the long outstanding liability.

ln the circumstances, I am unable to confirm existence of effective measures on
management of public resources.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

Report ofthe Auditor-General on Murqng'q Wqter qnd Sanitation Conpany Liniledlor the yeqr ended 30 June. 2019
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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.

Basis for Conclusion

1. Corporate Governance

As previously reported, Murang'a County Water and Sanitation Services Act, 20'18 was
enacted to provide for a legal and institutional framework for the provision of water and
sanitation services in the County. Section 10 of the Act established Murang'a County
Water and Sewerage Corporation as a body corporate to take over and assume
responsibilities for the provision of water and sanitation services in Murang'a County.
Section 23 of the same Act provides that the Corporation so established shall maintain
the existing water supplies entities including Murang'a Water and Sanitation Company as
regional branches without separate legal personality.

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

It was noted that Murang'a Water and Sanitation Company Board of Directors appointed
as per the Memorandum and Articles of Association of the Company still exist, despite
the above changes in legislation and appointments. The Company has two parallel
Boards.

ln the circumstances, I am unable to confirm the Company's governance structure.

2. Unsupported Provision for Bad Debts

As disclosed in Note 12 to the financial statements, the statement of financial position
reflects trade and other receivables balance of Kshs.87,485,356. The balance is net of
Kshs.6,678,652 (2019 - Kshs.5,564,244) which has been indicated as provision for
doubtful debts. The reduction has not been supported by any verifiable audit
documentations or disclosed in the notes to indicate how the amount have been
computed. The company policy document of the provision have also not been provided
for audit review.

ln absence of any explanation and policy document, I am unable to confirm the existent
of effective internal controls and governance structure to safeguard public resources.

The auditwas conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective

Report o/ the Auditor-General on Murang'a llater and Sanitation Company Limitedfor lhe year endetl 30 June, 2019
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015, except for the matters under the Basis
for Conclusion on Lawfulness and Effectiveness in Use of Public Resources and Basis
for Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
sections of my report, I report based on my audit, that:

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

(iii) The Company's statement of financial statements are in agreement with records and
returns.

Responsibilities of Directors and Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or 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,
20't5.

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Company monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems

Report ofthe Auditor-General on Murong'a Water and Sanitation Company Limitedfor the year ended 30 June, 2019
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processes and syslems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.



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

Auditor-General's Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of 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
judgement and maintain professional skepticism throughout the audit. I also:

Report ofthe Auditor-Generol on Murang'a Water qnd Sanilation Company Limitedfor the year ended 30 June, 2019
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audil evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

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

Report o/the Auditor-Ceneral on Murqng'a Wster qnd Sanitalion Compqny Limiledfot the yeqr ended i0 June, 2019

7

n

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

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

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

AUDITOR-GENERAL

Na irobi

23 September, 2021
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xil STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR EIYDED 3OTH
JUNE 2019

INC()ME

Revenue Crants

Billings

Other incomes

Contingent Iiability reversed

EXPENDITURE

Personal emoluments

Administration expenses

Production and maintenance expenses

General office expenses

Depreciation and amortization

Transfer of debtors

Finance cost

SUPRLUS FROM OPERATING ACTITIES

TAX

TOTAL SUPLUS

NOTt,tS
20t8/2019

( Kshs)

12,67s,878

t82.692,262

3,340,471

3,436,756

202,145,367

92,964,790

34.164,911

30.086,633

5,088,140

22,216,6|

1.252,817

185,774.,102

16.371.265

16,371 65

2017t2018
( Kshs)

RESTATED

14,526,490

188,634,886

3,923,830

88,364,6s5

31,963,5 t0

33,005,520

5,41 5,807

23,999,721

6,892,217

|,704,206

191,345,636

15.739.570

l5 739 70

2

3

4

5

6

7

8

9 and l0

ll
l8

22

207.085,206
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xtrl. STATEMENT oF FTNANCTAL posITIoN AS AT 30rrrJUNE 2019

The financial statements on oapes 2Z_4./ werc approved by the board ofdirectors onl/09/2019 and were signed on]ts behalfbv: 
rr'- -- -r !'r! I

L/
R.P. TINGA l)

I
NG. D. NG'ANG'A

MANAGING DIRECTOR

23

NON CURRENT ASSETS

Property, plant and Eq u iptnL.nt
lntangible assets

Total non current asset

NOTES

249,853,330
179.200

87,485,356
728.1t7

7,356,099
20.488.369

33,275.181
103.490.7s0

t07,107.046
3.947.882
2,5 10.040

8,846. t65
| .156.291

t23,567,424

366,090

2017t2018
Kshs

RESTATED
257.037.078

224.000

6.907.61t
t09.135.947
I16,043,s58

102.595.379
3.429.832
2,5 10,040
5.4t0.s94
9,63 8.071

39,540
123,623,456

9
t0

t2
t3,{

t4
l5

250,032,530 257,261,,078

CURRENT ASSETS
Receivables
Cash and cash equivalent
lnventory
Investment in subsidiary

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital Reserves
Revenue Reserves

'lirtal (lapital nd rcscn.es

NON CURRENT LIABILITIES
Loan principal payable
Del'erred income
Total noncurrent liabilities

Current liabilities
Trade and other payables
Loan principal payable
Tax payable
Contingent Liabilitv
Deferred income
Overdraft
Total Current Liabilities

TOTAL E TIITY AND LI .A BILIl'I ES

I16,057,94t 102,800,600

J66,090,471 360,061,678

l6
t7

t8
l9

t36,765,931 t20,394,666

171 J60 61,678

CHAI AN
(;UTA
CTOR

2018t2019
Kshs

2.9s9.729
102.797.387
105,757,1l6

72.638,853
2,420,433
7.252,945

20.488.369

33.27s.18 r

87, I I9,485

20
t8
2t
4

l9
r3B
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XIV. STATEMENT OF CHANGES IN EQUTTY FOR THE YEAR ENDED 3O,I'II ,IUNE 20I9

-I'OTALS

(Kshs)

104.655.096

15.739.570

l2(| 669

120 9.1 6

16.37 t.26s

136 16 93t

NOTES
CAPITAL
RESERVES
(Kshs)

REVENUE
RESERVES

( Kshs)

33.275.181 7t.379.915
Balance a1 I 't July 201 7

15.739.570
Surplus tbr the year( Restated )

t7

Balance at 30th June
2018(Restated)

33,275,181 87,1 19,485

33,275,181 87,119,{85
Balance at I'i July 20l8(Restated)

16.371.265Surplus for the year 17

33,27s,181 103,490,750Balance at 30th June 2019

)t
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XV. STATEMENT OF CASHFLOW FOR THE, YEAR ENDED 3O-I'IIJUNE 2019

20r8t2019 201712018
(Kshs) (Kshs)

Restatcd

Cash Flows from operating activities Notes
Surplus generated from operating activities 1'1 t6.371.265 15.739.570

Adiustment for: Non cash items
Depreciation and amortisation 9.1 0 2?-.216.61I 23.999.721

Provision lbr bad debts 6 I .l 14.408 (1.207 ,t77)
Amortisation on capital grants l.l9 (e,996.300) ( I 0.898.878 )

Adiusted Surplus From operating Activities
Before Working Capital changes 29,705,984 27,633,236

Changes in working capital
(lncrease)/(lncrease) in inventory ( l03.l s4) (3 r 9.524)
( Increase)/( Increase) in receivables t2 ( l 5.960.907) (3.067,961)

Decrease)/lncrease in short term liabilities I 8.20.21 735.874 (1.099.,174 )

(Decrease)/( Decrease) in long term liabilities l8 (3,947,882\ (2,484.864)

Net cash flows From Operating Activities l0',129'915 18,661 ,{ r -1

Cash flows from Investing Activities

Purchase of P.P.E and lntangible asset 9.10 ( r 4.988.062) (s6.723.477)

Net Cash flows from investing activities ( 14,988,062) (56,723,177)

Cash flows from Financing Activities
Det'erred income l9 2.865.833 36.3 18.035

Net Cash flows from Financing Activities 2,865,83-1 36,-i 18.0-1s

Net Decrease/increase in cash & cash

equivalents ( l.692,3 l6) ( 1,744.031 )

Cash and Cash equivalent at start ofyear 2.420.433 4.164.464

Cash and Cash equivalents at end of year l3.A 728,117 2,120,{3-1

t4
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XVI. STATEMENT OF COMPARISON OF BUDGE'I'AND ACTUAL AMOLINTS
Actual Budget Variance Vari

ance
("h)

E.xplanation of matcrial
varianccs

Cumulative
to date

Cumulative
to date

K.Shs K.Shs K.Shs
Revenue
Water billings 122,944.375 127.81 3.00 r (4.868.626) (4) ok
Sewer billings 36,929.369 37.920.684 (991.315) (3) ok
Other billingsiincomes 26.I 58.988 20.999.996

25
Increased new connections.
bowser & exhauster incomes

186,032,732 t86,733,681 (700,9.r9)

0x penses

Salaries 80.856.857 8l .122.688 (26s.83 l ) (0) ok
Casual wage 728.1 85 I . r 80.080 (451 ,8e5) (38) some casuals given contracts
[,eave allowance

2,353,097 2.793.000 (439.903) ( l6)

265.200 288.000 (22.800) (8)
2.629.449 2,670.264 (40.81 s) (2)

'l'raining
602.937 448.000

t54.937
engagement of M.C.l
students

Gratuity expense 3.452.424 3.1 72. 1 45 280.279 9 ok
Subsistence
allowances

4.113.595 3.820.000
293.596 8 ok

T'elephone, e-mail, &
mobile phone services 2.098.058 3.1 08.000 ( l,00e.942) (32) Use oi calling bundles

Courier & postal
se'rvlces 40,639 63.600 (22.96t) (36)

Reduced no. of bills
delivered through poster

'fravel cosls 330.680 300.000 30.680 t0 ok
Newspapers,
magazines periodicals I 16.700 150.720 (34.020) (23)

Reduced supply when user
departments are away

Advenising 2.012.790 2.620.000 (607.210) (23) A.G.M advert not yet done
Water abstraction fee-
WARMA 484.631 600.000 ( l 1s,369) (le)

less abstraction due to
shortage in supply

Catering services 449.903 450.000 (e7) (0) OK
Directors expenses 2.986.482 3.400.050 (413.568) ( l2) 'fraining not 1'et doned

meetings. conlerences
& seminars 2.444.63s 3.050.000 (60s.365) (20) A.G.M not yet held

Insurances r ,1 58.42 1 3.000,000 ( l,841 .57e) (61 )

some insurance cover to be
paid in the next quarter

General oflice
supplies 4,000,I 58 3.665.000 335.1 58 9 ok

Contracted guards
services 1.324.667 993.t20 331,547 t,

engagement ol armed police
oflicers

Membership and
subscriptions 406.565 280.00c) 126.565 45

more staff enrolling to
various bodies after
completion of studies

Legal dues/fees 1.823.400 1,930,000 ( 106.600) (6) OK
Licences and permits 493.000 400.000 93.000 23

26

5.158.992

total income

Given at the conmencemcnl
ol leave

N.S.S.F co.
contribution ok
Pension ok

35
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Maintenance
expenses-motor
vehicles & c cles

Reconciliation items
not in thc bud

fuel prices keep on
9.244.421 6.9 r 2.000 2.332.421 34 llactuatin

601.31 3 t4
more chemical used during
rainy seasonChemicals & reagents

4.960.363 4.35e.050

(427.468) (12) no pumping at kayahwe3,172,532 3.600.000Electricity
16.482 l okStalf unifbrms 971.482 955.000

284.107 I ok
Operation and
malntenancc 21.469.t07 2 r .l 85.000

1.657.339 24.932 1 okWASREB levy 1.682.271

(23)
intemet banking which has

lowered bank charges

241 .000

(54.7e2)

Bank service
commission &
charges

186.208

(28)
ISO certification process in
progress

1.396.900 1.934.500
(s37.600)Prol'essional services

(2e) reduction in C.S.R aclivities254.930 360.000 ( 10s.070)
Sundry expenses and
donations

158,5t0,6tt7 160,708,556 (2,092,799)Total expenditure
Surplus for the
period

27,522,01s

Depreciation (22.216.6r)

(1.114.408)
Provision for bad
debts
Amortization 12.67 5.878
F-inance cost ( I.252.8 t7)
Salaries to seconded
stalT (2.679.s78)
Contingent liability
reversed 3.436.7 56

16,-171,265

Meters and
accessories 1.668.094 9.766.000 (8.0e7,e06) (83)

received donation from athi
water services board

(67)
received donation from athi
water services boardWater netr.r'ork t 1.604.278 35.4s3.000

(23.848.722

)

(4e)
Fewer customers applied fbr
sewerage connectionSewer nclwork 1.084.200 2.1 r 0.000 ( l .025.800)

Computers &
compuler networking 560.000 1.400.000 (840.000) (60)

No major breakdown of
computers during the ycar

Fumiture & olfice
equipment 71.490 300.000 (228.s l0) (76)

Office fumiture and

equipments in good
condition hence there was ncr

major replacement

2.500.000 (2.500,000) ( 100)
Received donations from

tana water services boardNRW
TOTAL 11,988,062 5l,529,000

27
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XVII. NOTES TO THE FINANCIAL STATEMENTS

2. STATEMENT OF CoMPLIANCE AND BASIS OF PREPARATION
The flnancial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of prope(y, plant and equipment, marketable securities and
financial instruments at fair value. impaired nssets at their estimated recoverable amounts and
actuarially determined liabilities aI their present value. The preparation of financial statements in
conformity with Intemational Financial Reporting Standards (IFRS) altows the use of estimates

and assumptions. It also requires management to exercise judgment in the process of applying the

entity's accounting policies. The areas involving a higher degree ofjudgment or complexity, or
where assumptions and estimates are significant to the financial statements. are disclosed in Note
4b.4c.4d,41

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency ofthe company.

The tlnancial statements have been prepared in accordance with the PFM Act. the State

Corporations Act and Intemational Financial Reporting Standards (IFRS). The accounting policies
adopted have been consistently applied to all the years presented.

3. ADOPTION OF NEW AND REVISED STANDARDS

New and Amendments to standards Effective for annual
period

Amendments to IFRS 9 I't January 2019

Amendment to IFRS 23- Cost of Borrowing l'r January 2019

IFRS l7 lnsurance Contracl l " January 2021

(c) Impact of relevant new and amended standards and interpretations on the financial statements

for the year ended 30'h June 2019 and future annual reports
The company has assessed the potential impact of the above and expects that they will not have

significant impact on the financial statements for 201812019.
(d) Early adoption

The company did not earty adopt any new or amended standards in hnancial year 2018-2019.

I8

I. GENERAL INFORMATION
Murang'a Water and Sanitation Company Limited is established by and derives its authority and
accountability from Company's Act. It is a limited company by guarantee and licensed by Tana
water services board through service provision agreement signed on 2nd May 2006 and revised on
4th May 20l2.The principal activity of the company is to provide waler and sanitation services
within Murang'a town and its environs.

(a) All new and revised standards and interpretations that have become effective for the first time
in the financial year beginning July 2018 have been adopted by the company. Ol those the
following have had effect on the financial statements:
Amendments to IFRS 7 -The amendment requires disclosure olnature and extent ofrisk associated

with financial instruments. Apart from disclosure there were no any significant changes in the

amounts reported.
Amendments to IAS 24 disclosure of related party transactions. the company has disclosed the

related parties and their transactions.
(b) Relevant new standards and amendments to published standards effective for the year ended

30th June 2019
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N()TES T() THE FINANCIAI, STATEMENTS (continued)

{. ST]MMARY OF SICNIFICANT ACCOUNTIN(; POLICIES
a. Revenuc Recognition
The company adopts the accrual basis of aocounting for revenue. Revenue is recognized when it is
eamed. Revenue grants comprise of:
(i) Salaries of the seconded staffpaid by Murang'a County Govemment
(ii) Amortization of capital grants from Murang'a county govemment. Ministry of water &
sanitation, Kiharu constituency development fund, l"ana Water Services Board and Water sector

Trust Fund" Athi Water Services Board.
(iii) Billings represents the amount eamed from the billings of water. sewer and meter rent. Other
billings include miscellaneous biltings like water theft penalties, search fee, relocation of meter.

Other incomes include water and sewer connection fees, unmetered water sales and surcharges.

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

c. I)enreciation. imnairment and amortization of ProDertr'. nlant and llquiomenl
Depreciation and amortization is calculated on the reducing balance basis to write down the cost of
each asset to its residual value over its estimated useful life as follows:

RATE
Per Annum o/o

-Buildings 2.5

-Motor Vehicles 25

-Computers and Photocopiers 30

-Pipes 2.5

-Equipments and Tools 12.5

-Computer software 20
Depreciation and amo(ization is provided fbr the f'ull year inespective of the month of purchase

but no depreciation charged to works in progress and in the year ofdisposal.
Amortizalion is provided lor the intangible assets like computer software.

d. Reserves
Reserves of the company comprise revenue reserves which represents the excess of the income
over recurrent expenditure.
Capital reserves represent net assets capitalized at the formation ofthe company and represent the

book values of those assets.

l'he Water Act 2016 and the Company's Articles of Association prohibit distribution of reserves to
members and reserves are supposed to be ploughed back to the system in accordance with the
Water Act.
G.O.K capital grants relates to grants tiom Tana and Athi Water Works Developmenl Agencies.
The grants are treated as deferred income. Amortization on these grants is calculated on reducing
balance basis on cosl over the life ol the asset.

29
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NOTES TO THE FINANCIAL STATEMENTS (continued)

e. Retirement benefits
The company and employees contribute to Local Authorily Provident Fund (LAPF) a statutory
pension scheme, CPF financial services & Barclays Securities services which is a National water
conservation & pipeline corporation staff Superannuation Scheme.
The company also contributes to a statutory defined contribution pension scheme, the National
Social Security Fund (NSSF). Contributions are by the requirements of local statute and are

currently limited to Ksh.200 per employee per month. The company's contributions to the above

schemes are charged to profit or loss in the year to which they relate. Gratuity is provided for at

3 I % of basic salary.

f. Taxation
The company water services are zero rated for V.A.T and the company pays income tax at the rate
of 30Yo.

Related psrtv transactions
Funds received from the govemment are disclosed under note l8.The company is headed by the

Board of directors and corporate management team. Gratuity expense on corporate management

team is based on 3l%o of the basic salaries. At the end of financial year the related party
transactions were as per note 2 I .

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

i. Cash and Cash Equivalent
Cash and cash equivalents include cash on hand and cash at bank. Bank account balances include
amount held at Equity bank, Family Bank, Cooperative Bank and Mpesa at the end of financial
year.

Trade and other Payables.t

The liability for accounts payable and other payables are non-interest bearing and are carried at

cost, which is measured at the fair or contractual value ofthe consideration to be paid in future in
respect of goods and services supplied. whether billed to the company or not, less any payments

made to suppliers.

k. Financial risk manag!:rtlcl!
The board of directors is the primary risk supervisor, exercising its role through various board

approved committees. The company's intemal audit section plays a vital role within govemance
processes by keeping the Board and senior management aware of risk and control issues and

assessing the effectiveness of risk management. Reporting to the Audit and risk management

committee of the Board, the section objectively and independently evaluates the existing risk and

control framework and analyses department's processes and associated controls.

L Provision for oubtful debts
At the end of financial year the trade debtors amounted to Ksh.56.180,651 and the highest

percentage was owed by the Govemment institutions and the default risk is assessed as low.
The company provides provision for doubtful debts against outstanding specific water and

sewerage debts. During the year specific provision was made amounting to Kshs 1.178,430 and a

general provision of 1070 on net balance of Ksh.5.500,222 making a total provision of
Ksh.6.678.652.

i0
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NOTES TO THE FINANCIAL STATEMENTs(continued)
m. Liquidi(r' risk manaqement
'Ihe company has various obligations and liabilities as outlined in note 13,18.19,20 and 2l olthe
accounts.
The company manages liquidity risk by maintaining banking facilities through continuous
monitoring of forecast and actual cash flow.

122.839.307

The current liabitities of Ksh 122.839.307 exceeds the current assets of Ksh I 15.329.824 giving
rise Io a negative working capital of Ksh 7,509.483.However the company has applied for review
olwater tarills which is expected to improve liquidity of the company and reverse the negative
working capital.
n. Market risk
The company had interest bearing financial obligation as at the end of financial year from Sidian
bank and there was no significant currency risk as no foreign transaction ensued during the year.

o. ComDa rative fipures
Where necessary, comparative figures fbr the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

p. Significant iudgments and sources of estimation
The directors are responsible for selecting and disclosure of the company's critical accounting
policies and estimates and the application of these policies and estimates.
The company makes estimates and assumptions conceming the future. The resulting accounting
estimates will. by definition. seldom equal the related actual results. The estimate and assumptions
that have a significant risk ol causing a material adjustment to the carrying amount of assets and
liability within the next financial year are.

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

many transaclions and calculations for which tax determination is uncertain during ordinary course
of business. The company recognizes tax liability for anticipated tax audit issues based on
estimates ol whether additional tax will be due. Where the final tax outcome of these matters is
dilferent fronr amounts that were initially anticipated. such difference will impact the income tax
in the period in which such determination is made.

r. Llseful lives and residual valucs of propertl plant and equlpIxtq4!
The company tests annually whether the usef'ul life and residue value were appropriate and in
accordance with its accounting policy. Useful lives and residual values ol PPE have been

determined based on previous experience and anticipated disposal values when assets are disposed.

Less than I

month
Between
t-2
months

Between
l-)
months

Over 3
months

Total

At 30 June 201 9
Current liabilities(Kshs)

20.782.127 5.8 r 0.387 4.92).463 91.324.330

n 1 30 June 201 tl
('urrent liabilities(Kshs)

15"960.480 1.268.080 1.314.302 105.041 .053 I 23.5 83.91 5

lt
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NOTES T() THE FINANCIAL STATEMENTS(continucd)

'fhe financial statements are presented in Kenya Shillings(Ksh)

t. Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the
tlnancial statements for the year ended 30th June 201 9.

u. Budset information
The budget for financial year 2018-2019 was approved by the board of directors on 24

rh,
JUne

20l8.Both the financial statements and the budget are prepared on accrual basis. A comparison of
budget and actual amounts. prepared on a comparable basis to the approved budget is presented in
the statement of comparison of budgel and actual amounts.

w, Ultimate and holdins entitv
The entity is a Semi-Autonomous Govemment Agency under the Ministry of Water and
Sanitation. Its ultimate parent is Murang'a County Govemment.
The entity has a wholly owned subsidiary', Fort Beverage Industries Limited.

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

assessed for impairment on a continuing basis. An estimate is made of doubtful receivables based

on a review of all outstanding amounts at the year end.

y. Borrowinss
Interesl bearing loans are initially recorded at fair value being received, net of issue costs

associated with the borrowing. Loan principal and interest accruing during the construction of a
project is capitalised as part of the cost of the project. Interest accruing after completion of the
project is recognized as finance cost.

z. Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure ofthese estimates olprovisions is included in Note I l.

Provisions are measured at the management's best estimate of the expenditure required to settle the

obligation at the reporting date, and are discounted to present value where the effect is material.

The company provides provision lbr bad debts. A specific provision is provided on trade debtors
that are mor€ than five years old and their accounts are inactive. An additional general provision is

provided using a rate of l0 % on the net debtors balance after deducting the specific provision.

Shareholdins

Murang'a water and sanitation company Ltd was incorporated under Companies Act Cap 486 and

it's a company limited by guarantee and hence the company has no share capital'The company has

a wholly owned subsidiary (Fort Beverage Industries Ltd).
32

s. B9@!8rc,C-ErenS!

v.!-Esg@
The entity is incorporated in Kenya under the Kenya Companies Act and domiciled in Kenya.
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EXPLANATORY NOTES TO THE ACCOT]NTS

r) (;OK GRANTS
Accounting for Government srants

The amount of govemment grants comprises both capital and recurrent expenditure. 'fhe grants

have been recognized and accounted fbr as per IAS N0.20.
The lollowing revenue grants have been recognized in the statement ofcomprehensive income.

2018t2019

( Kshs)

9.996.300

IIEVENI.,]E (;RANTS

AMO'TZATION OF CAPITAL GRANTS

sALAI{IES t'n lt) t'o sli('oNl)lil) s lAI-1.'s

EI,ECTRICITY GRANTS

TOTAL

2l IIILLIN(;S

WATER

SEWERAGE

METER RENT

OTHER BILLINGS

RE- CONNECTION FEES

TOTAL

3) OTHER INCOMES

WATER CONNECTION FEES

SEWER CONNECTION FEES

UNMETERED WATER SALES

SURCHARGES

TOTALS

r 0.898.878

2.679.578 3.308.612

I r9.000

12,675,,878 14,526,,490

122.944.375

36.929.369

33.700

16.705.518

6.079,300

182,692,262

21117120t8

134.?87.439

36.t59.2t7

s.165.300

8.917.930

4.1 05.000

188,634,886

3.607.8 r 0

105,350

210.670

3.200.415

100.460

39.596

3310,471 -1,92-j.830

1) CONTINGENT LIABITY REVERSED
The high court olMurang'a had awarded the applicant Ks. 5,410,594 but upon appeal, the amount
awarded was Ksh I ,973.838

CHARGED AMOUNT 5,410,594

ACTUAL AMOUNTN TO BE PAID (1.973,838)

Total 3,436,756

,-1
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NOTES TO THE FINANCIAL STATEMENTS (continued)

5) PERSONEL EMOLUMENTS

SALARIES
SALARIES (G.O.K GRANT)

LEAVE ALLOWANCES

NSSF COMPANY CONTRIBUTIONS
PENSION CONTRIBUTION
STAFF GRATTJITY

CASUAL WAGES

MEDICAL INSURANCE

MILEAGE ALLOWANCES

TOTAL PERSONAL EMOLUMENTS

6) ADMINISTRATION EXPENSES

TRAINING
ADVERTISING

BOARDS,COMMITTEES,

MOTOR VEHICLE EXPENSES

CONSULTANCY/PROFESSIONAL FEES

SUNDRY AND DONATION EXPENSES

INSURANCES

MEMBERSHIP AND SUBSCRIPTIONS

COURIER & POSTAL SERVICES

COMMTINICATION AND INTERNET EXPENSES

LICENCES & PERMITS

CATERING SERVICES

CONTRACTED GUARDS SERVICES

WASREB LEVY

BANK SERVICE COMMISSION & CIIARGES

LEGAL FEES

MEETING COSTS ,CONFERENCES & SEMINARS

TRAVEL COST

INCREASE(DECREASE )FOR CREDIT RISK

SUBSISTENCE ALLOWANCES

AUDIT FEES

TOTAL

566,200

I .2 t 0,540

2,098,408

10,063,459

l.053"478

t36.754

1,736,182

188.620

48.357

2,852,672

15,000

694,555

974,023

l.8l1.478
127,443

1.447,000

879.830

318.613

(1,207.t7'7)

5.978.679

969.396

31,963,510

73.667.904
3.308.61 2

1.783.620

275.400

2.364.826

2.891.382

I .3 12.035

2.760.876

-r4

20t8t2019
Kshs

2017/2018
Ksh

602.937

2.012,790

3,145,682

9,244,421

684,400

254,930

I , t 58,421

406,56s

40.639

2,098,058

493,000

449,903

1.324,667

1,682.271

186.208

l,823.400

2,444.635

328,280

l .l 14.408

3,956,796

7l 2.500

34,164,911

80.834.357
2,679,578

2,353.097

265.200

2,629,449

3,452.424

728. r 85

22.500

92,964,790 88,36.1,655
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N()TES TO THE, FINANCIAL STATEMENT (continued)

7) PRODUCTION & MAINTENANCE EXPENSES

ELECTRICITY

OPERATING AND MAINTENANCE COST

CHEMICALS

WATER ABSTRACTION FEE.WARMA

TOTAL

8) (;ENERAL OFFICE EXPENSES

STAFF UNIFORMS

GENERAL OFFICE SUPPLIES

NEWSPAPERS. MACAZINES & PERIODICALS

TOTAL

20t8t2019
Kshs

3,172,532

2t.469.107

4.960.363

484.631

30,086,633

971.482

4.000.1s8

I 16.700

s,088J40

2017t2018
Kshs

3.700.981

25.476.717

3.33 8.368

489.454

33,005,520

144.755

5.156.092

I 14.960

5,415,807

i5
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NOTES TO THE FINANCIAL STATEMENT (continued)

cosTs
Cost as at l'r July
20 | 7(RESTATED)
Additions during the
year

Iransfer to FBIL
Total Cost As At 30'h
JUNE 201E(restated)

2)pipes
I )Buildings &fittings
( Kshs) ( Kshs)

55.721,08't 61,819,990

- 26.843,666

(17,926.909\

37,794,17t 8t,663,656

3)EQUIPM ENTS
( Kshs)

213.143.',l t2

28.909.983

(3,279,499)

238,714,t96

4)motor
vehicles &
Cycles
( Kshs)

969.828

1,341,291

5,270,t68

5 t9,28 t

5,7E9.450

3E9,46 t

|,168,384

1,557.E{4

5)computers
&computer
networking
( Kshs)

6.827.Ei4

(200, r00)

6,627,734

6,621,134

560.000

TOTALS
( Kshs)

343,890,089

56,723,117

(21,406,509)

379,207.057

379,207,051

r4,988.062

9E,226,25E

23,943,121

122,169,979

22,171,8tl

t{{,3{t.790

249,853J30

257,037,079

Total Cost As Al 30'h
JUNE 20I9 37,791,178 97,5t5,107

1311,291

244J50,807 7,347,291 7,181,134 394,195,t t9

cost as at l" July 2018
Additions during the
yeat

DEPRECIATION
As at l " July
20 r7(RESTATED)
charge for the year
(restated)

Accumulated
deprecistion As st l"r
July 2018

Charge for the year
Total Accumulrted
Depreciation As At
-l0rh.lnne 2019

NET BOOK VALUE

As ar 30'h JUNE 2019

As aa 30'h JUNE 20lE
(Restated)

37,194,t7E EE,663,656

- 8.E5 1.45 I

32,134,291

32,95E,24E

4,941,4t6

2,093,056

88,2 r8,619

8l,629,181

238,714,196

5.576.6 t I

79,190,591

19,947,95 t

99, r38.542

t 8. t 5l,533

t27,060,7 32

139,635,65,1

5,371,565

544.E45

4,835,930

823,956

'7,034,4',72

2.262,0t6

5.659,887 9,296.488

1,21 1,301

r,256.t 19

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

networks .

-The company's buildings lies on govemment land but its yet to be transferred by Tana Water

Works Development Agency to County Government OlMuranga.

9) PROPERTY PLANT & EOUIPMENTS (KSHs)

6.377.466

4,t33,236

53 8,3 50

3,990,t47

845,083

ll7.290.075 6,178,9t0 5,916.430
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NOTESTO THE FINANCIAL STATEM E,NTS(continued)

l0) INTANGIBLE ASSETS (Ksh)
COST:

Cost as at I " July 201 7

Additions during the year

Total cost as at 30th June 2018

Cosl as at l'1 July 201 8

Additions during the year

Total cost as at 30th June 2019

AMORTISATION:

As at l'r July 2017

Charge fbr the year

Total accumulated amortization as at 30th June 2018

As at l " July 201 8

Charge for the year

Total accumulated amortization ts at 30th June 2019
NET BOOKVALUE:

As at 30th June 2019

As at 30th June 2018

7.())'lE

Maragua

Nginda

Itaaga

Ichagaki

350.000

350,000

3s0.000

-i50,000

70.000

56.000

126,000

126.000

44.800

170,800

179,200

22-1.000

II) TRANSPER BACK OF DEBTORS TO MURANG'A SOUTH WATER ANI)
SANITATION COMPANY

2018t2019
(Kshs)

21)17t20t8
(Kshs)

534.913

750.942

2.938t63
2,891 .382

Total 6,892,217
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N()TES TO THE FINANCTAL STATEMENTS(continued)

t2) RECEIVABLES 2018/2019
( Kshs)

Trade Receivables

Provision for doubtful debts

TOTAL TRADE RECEIVABLES

Other receivables

Prepayment and deposits

Prepaid finance cost

NET BOOK VALUE

l3A) CASH & CASH EOUIVALENT
The make-up of bank balances and short term deposits is as follows

Financial institution Account number
i. Current accounts

Equity bank 0220290765689

Family bank 06000015543

Cooperative bank 0l141573530000

Equity bank-fort beverage 0220272638432

Sub- total

s6. r 80,65 I

(6.678.6s2)

49,501,999

37.016,988

939.524

26.845

87,48sJs6

2017t20t8
( Kshs)

44,43 1.006

(s,564.244)

38,866,,762

32,64s.568

1.099.682

26.841

72,638,8s3

759,653

996.846
95.385

I13.930

128.203

242,133

2,,420,,433

39.540

-39,540

139,949 I,851,88.r

ii Deposit account
Equity bank

Sub- total
0220t92975587

300.000

300,000

253.6t2

5.089

258,70t
728,t17

0220378649400

Sub- total
Others

iv M-PESA

v Cash at hand

Sub- total
GRAND TOTAL

l-18) CASH AND CASH EOtI IVALENT(OVERDRAFTS
Current Accounts

Equity bank

Sidian bank
TOTAL

0220290765689

0l 0l 2020003971

38

136.280

3.669

29.467

29,467

t.tt2.43l
43.860

l,rs629l

326.4t6
326,416

iii Fixed deposit account
Equity bank

tt98600
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N()'I'ES TO THE FINANCIAL STATEME,NTS (continued)

l{) INVENTORY

Tools and Fittings

Chemicals

Pipes

Water Meters and Valves

Stationery and cleaning materials

TOTAL

ls) INVESTMENT IN SI.]BSIDIAR}'

Brought forward

Buildings

Computer

Fumiture

Equipment

Carried forward

t6) (.APITAL RESERVES

Brought lorward

Carried forward

l8) LOAN INTEREST AND PRINCIPAL PAYAI]LE
During the year. the company had an outstanding interest bearing financial obligation fiom Sidian
bank lbr Muchungucha water projecl .

1.877 ,025

9l 3.790

736.843

3,507,599

320.842

7J56,099

20.488.169

20,.t8tt,-169

33,275,l8l

33.275.I 8l

87,I 19.485

16.371 .265

103,490,750

(26.841 )

1.252.817

( r .252.81 7)

(26,841)

20t8t2019
Kshs

2017t2018
Kshs

|.912.782

906,831

1.224.12

3.025.500

183"720

7,252,915

t7.478.737

140.070

167,046

2,702.516

20,488"369

33,275. r 8l

33.275, r 8 1

RESTATED

71.379.915

15.739.570

87,119,48s

(622.754\

1.704.206

(1.r08.293)

(26,841)

39

I7) REVENUE RESERVES

Brought forward

Current period

Carried forward

lnterest payable b/f
lnterest additions in the year

Interest paid during the year

Interest payable c/f(prepaid finance cost)



MURANG'A WATER AND SANITATION COMPANY LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 20I9

NOTES TO THE FINANCIAL STATEMENTS (continued)

Loan principal payable b/f
Loan principal paid by Muwasco

Loan principal payrble c/f

Loan principal payable within one yr

Loan principal payable alier I yr

Loan principal payable c/f

I9)-DEFEBBED-INCOME

Brought Forward

Amortization on capital grants

Murang'a County Govemment

WSTF-Kiriaini bus park PSF(refund)

WSTF-M uchungucha water project

TWSB-Water meters.ultrasonic flow meter

AWSB-water meters.airvalves.sluicevalves

Water for life project

TOTALS

Deferred Income amortizable within one yr

Deferred income amortizable after I yr

Total Deferred Income c/f

20t8t2019

Ksh.

10.337.443

(3.429.832)

6,907,61l

3.947,882

2.959.729

6,907,611

I I 8.774.0r 8

(9,996,300)

2.194,333

671 ,500

I I1,643,552

8,846,165

102,797,387

l r t,643,552

2017/2018

Ksh.

12.370.917

(2.033.474)

10,337,443

3.429.832

6.907.61I

10,337,443

93.354.861

( 10,898.878)

3.280,500

17.785.000

15,252.535

l18,774,018

9.638.071

109,135,947

t18,774,0t8
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NOTIIS TO THE FINANCIAL STATEMENTS (continued)
201 TRADE AND OI'HER PAYABLT]S

Customers Prepayments

Suppliers creditors

Other creditors

Provision for audit fees

Accrued bills

Customer deposits

Gratuity payable

Withholding tax-V.A.T

Withholding TAX-lncome tax

Legal lees payable

TOTALS

2.011.527 I .81 3.08 5

20.665.677 l 8.915.626

4.129.660

I .l 87.5(X)

2t .07 3.57 I 19.453.622

844.093 798.600

147.124

5.086

1.973.838

I07.107,046 102,595,-179

2t) TAX PAYABLE

Tax Payable Balance B/F

Charge lbr the year

TAX PAYABLE

2.510.040

2,510,040 2,510,010

22) RI.]LATED PARTY DISCLOSI.] RE,S

The lollowing are the related parties olthe company
(a) Ministry of Water and Sanitation
(b) County Government of Murang'a
(c) 'fana Water Services Board.
(d) Key Management
(e) Board ofdirectors
(0 Fort beverage Industries Ltd

Transactions with related parties

I. (;RANTS FROM RELATED
PA RTI F],S

3.975.453

r .l 87.500

55.228.263 56.21 1.048

8l .l s2

20t7t2018
Kshs.

3,308.612
3.280.500

Grant from Murang'a county govemment
Grant from Tana Water Service Board
Grant from Athi water service board
Total

2018120t9

Kshs.

2.679.578
2.194.333

671 .500
5,545,41I 6,589, r I 2

2.5 r 0.040

4l
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NOTES TO THE FINANCIAL STATE,MENTS (continued
2.EXPENSES INCURRED ON
BEHALF OF RELATED PARTIES

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

2018/2019
Kshs
3.145.682

12.808.250
3.452.424

19,406Js6

207t2018
Kshs

2.098.408
ll.930.lll
2.891 .382

16,9r9,901

-During the year, Muranga water and sanitation company transf'erred
funds amounting to ksh 50,000 from its deposit a./c to the lbrt beverage equity bank account.

23) ('APITAL CoMMITMENTS

The fbllowing capital commitments are expected to be incurred in the year 201912020

No Kshs

I Meters and accessories I2.699.800

Water network 18.533.000

J Sewerage network 6.000.000

t+ Motor vehicle & cycles 3.53 1.000

Computer and computer nefworking 2.450.000

6 Fumiture and office equipments 300.000

7 Non Revenue management and GIS Equipments 1.000.000

8
Kayahwe-Muku)'u water extension project 50.000.000

9 Karichiungu-Kiharu raw water project 47,216,927

TOTAL 141,730,727

42.

DETAILS
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P roject

XIX. APPENDIX 2: INTER-ENTITY TRANSFERS

The transfers from Murang'a county govemment are salaries paid directly to our seconded member
of staff.
Transfer from Athi and Tana Water Works Development Agencies are in-kind.

Project title Project
Number

I)onor Period/
duration

Donor
commitment

Separate donor
reporting required
as per the donor
agreement
(Yes/No)

Consolid
atcd in
thesc
Iinancial
statemcnt
s

(Ycs/No)

l.Perfbrmance
enhancement
of water
utilities in
Kenya(PEWA
K)-Njoguini-
DMA

FDW-
KN-15-
0001

Vilens
Evides
lntemational

201 6 to
2019

45% Yes Yes

Total
p roj ect
Cost

Total
expended to
date

Completi
on "h to
date

Brdget Actual Sources of
funds

I Performance
enhancement of
water utilities in
Kenya(PEWAK)

I | .397.950 | .529.727 .90 7t% r r .397.950 8. t37.984

Both Vitens
Evides
International
and
MUWASCO
contributions

ENTITY NAME: MURANG'A WATER AND SANITATION COMPANY
Description of qrant Amount(Ksh) Fr

1 Transfer from Muranga Counrl- (iovernment
Revenue grant Salaries to seconded

staffb 2.679.578 FY 2018/20r9

2 'l'ransfer from Athi Water Works Development Agency

('apital grant
Air valves .Sluice
Valves 671 .500 FY 2018/2019

-1 Transfer from Tana Water Works Development Agency
Capital grant Water meters 2.1 94.3 3 3 FY 2018/2019

4l

Xvlll. APPENDIX l: PROJECTS IMPLEMENTED BY TllE XNIITY

STATT]S OF PROJECTS COMPLETION

'Iype of grant
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XX. APPENDIX 3: PROGRESS ON FOLLOWUP OF AUDITORS RECOMMENDATIONS

The following is the summary of issues. raised by the extemal auditors. and management comments that were provided to the auditor in the annual report and
financial slatements for the year ended 30rn June 2018.

Focal
point
Derson

Statu s

I Failure to Disclose
material
uncertainty in
relalion to going
concem

Current liabilities
exceeded current
assets

The company has been operating with non cost recovery tariffs for a long period which
affected the liquidity of the company making it dependent on Govemment subsidies for
its operations and supplier credits. Efforts were made to ensure that the company has cost
recovery tariffs which were approved by the Water Services Regulatory Board and
gzelted on 23rd May 2014; however the tariffs were not implemented immediately due
to political interference. After management's efforts, the tariffs were pa(ially
implemented on September 201 5 and the company was embarking on reducing the
liabilities which had accumulated for years. The company liquidity levels improved but
since the downward tariff adjustment by the County Govemment done vide a gazette
notice number 2104 of 9th March 2018 the company revenue has decreased. However a
new application for tariff review has been made to WASREB and the process is expected
to be completed by the end of this financial year and the company is expected to be
operational even in the foreseeable future

Managing
director

Disclosure
done in the
currenl year

June 201 9

) Non-Revenue
Water-NRW water
is over and above
the allowable loss
of
25%

It's imperative to appreciale the fact that the Non-Revenue water is occasioned by our
dilapidated old infrastructure which dates back to the colonial period. To bring down the
NRW. a complete overhaul of current system will be required .This calls for massive
investment which is beyond the company affordability. Despite these challenges the
company has embraced a continuous improvement policy whereby it has zoned its
operations into three regions each headed by a regional manager with one of the
objectives being reduction of the NRW to acceptable levels.
As management we are putting every effort to ensure the NRW is reduced to acceptable
levels ard this includes but not limited to:-
i. Mass changing of old water meters to curb commercial losses
ii. Adoption ofpublic private partnership (PPP) to source for funds for rehabilirating

the old infrastructure under commercial financin

Managing
director

Not resolved

-{.t

No. Issue/observation
s from auditor

Management comments Timeframe

June 2019
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iii.
iv.

vi.
vii.

Benchmarking with Peer Companies to adopt best practices.
Strenglhening of NRW team section.
Continuous meter testing where there is doubt conceming their accuracy.
lntemal as well as extemal trainings on methods to curb NRW.
Partnering with SNV Netherlands development organization. Kenya Water

Institute (KEWI).Water Services Providers Association (WASPA) Vitens Evides
lntemational and Performance Enhancement of Water utilities in Kenya (PEWAK)

Unremitted Lease
fees of 49.7
millions

The outstanding fees have accumulated as a result of non implementation of cost
recovery tanifs which affected the liquidity of the company. It's worth noting that in the
balance of current liabilities the company had accrued bills of Ksh 49.7 Million owed to
TWSB who were licensees by then and one of their obligations was to finance and
implement capital works as per SPA Clause 5.3(a) and since the company had made
capital investment on behalf oi TWSB valued at Ksh 56.8 Millions, the management is
pursuing the same to be converted to equity capital.
The current Water Act 2016, Section l3l(l) and (2) provides that all funds collected by
WSPs shall be used for the purposes of covering costs for the provision of water
services and asset development. No requirement to pay fees for use of asset rather than
payment of loans for development of those assets.

-Managing
director

-Not resolved

4 lT Environment-
Confiscation of
ICT Assets by
County
Government
officers

Since inception ol the company the management has ensured that there are effective
systems of internal controls which are effective and over the last l0 years no item of the
company has been lost. However the loss occasioned by vandalism orchestrated by
some oflicials of the Murang'a County Govemment on 27th August 2018 was criminal in
nature and the case was reported to thc relevant authorities and we hope the
investigations would be completed and the necessary aclion taken against the culprits.
The issue is not related to the security as the company has outsourced the security
services who were intimidated and the criminal group broke the metallic entrance gate

to get access to the premises.

-Managing
director -The matter

is with
relevant
authority to
conclude
investigation
and
prosecute

l)ue

5 Responsibility of
Directors and

Although section 77 olWater Act 2016 provide that a Count Govemment shall establish
water service providers the same Act provides for the transition provision under section

-Board of
Direclors

-Transition to
be done

June 201 9

15

June 201 9



those Charged
with govemance

-lt appears that the
company is facing
govemance issues

including
existence of two
parallel Boards or
bodies charged
with govemance of
the company

153(l). All properties. assets, rights. liabilities, obligations, agreements and other
arrangement linked to water provision existing belore commencement of the Act are
deemed to have vested to the county water services providers to the same extent. In
addition section 154 provides that the existing water services providers shall continue to
operate as the county water services providers or cross county water services providers
as the case may be within the period specified in the transfer plan published by the
Cabinet Secretary
Murang'a Water and Sanitation Company was incorporated under Companies Act Cap
486 laws of Kenya and Water Act of 2002 and has been operational since year 2006. In
year 2010 the constitution of Kenya was promulgated and this led to having two levels of
Govemment, the National govemment and the Count Govemment with each having
separate functions. The function between National govemment and County govemment
is clearly defined under the lorth schedule ofthe constitution whereby part l(2) vest the
national government with responsibility of use of intemational water and water resources
and protection ofenvironment and natural resources part l(22).Part 2 (1O)ofthe schedule
gave the county govemment the responsibility of implementing specific national
government policies on natural resources' and environmental conservation i.e. (a)-Soil
and water conservation and (b) forestry. ln addition Part 2 (l l) County public works and
services, including (a) Storm water management systems in built-up areas and (b) Water
and sanitation Services
Murang'a water having transited to county water service provider has legally constituted
board of directors as per the Water Act 2016, Company law 2015 and Companies
memorandum and articles of association. Any amalgamation, merger or dissolutions has
to be done within the law creating the Company.
The county water and sanitation Services Act of 2018 has various sections which are
inconsistenl with the Water Act 201 6 as per attached letter to the Murang'a County
Assembly by Water Services Regulatory Board (WASREB)
Since Murang'a water and Sanitation Company is operating within the law and compliant
with regulations creating it, the company has separate legal entity and the company board
is per corporate govemance guidelines issued by WASREB. The Company's Board of
Directors is ready and willing to resolve outstanding issues provided that they are done
within the law-

within the
law and
existing
regulations
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XXL APPENDIX {: RE(TORDIN(; OF TRANSFERS FROM OTHER GOVERNMENI'UNTITIES

Name of the
Donor
Transferring the
funds

Where Recorded/recognized

Date
received as

per bank
statement

Nature:
Recu rrent/Devel

opment/Others

Stat€ment of
Financial

Performance
Capital

Fund
Deferred

Income Receivables
Others - must

be specilic

Total
Transfers

during the
Year

Vitens Evides Developmenl 548.603.2s 548.601.25 548.603.25
Vitens []vides

Development 801 .561 .40 801 .561 .40 80 l .561 .40
Vitens [rvides

03t04t2019 Development t79.563.25 179.563.25 179,563.25

Total
1,529,727.90 1,529,727.90 1,529,721.90

17

Total Amount -
KES

t3/09/2017

t9/12t2018


