
REPUBT-IC OF KENYA 8,'at\A/-

t"f[

OFFICE OF THE AUDITOR-GENERAL

l'. t t I r t r tc' i r t.q ..l c c t t t u t t t t b i I i t t'

REPORT

OF

THE AUDITOR.GENERAL

ON

OTHAYA MUKURWEINI WATER SERVICES
COMPANY LIMITED

FOR THE YEAR ENDED
30 JUNE, 2019

oz(

-.t9

I
l{.J

{



tI



I OTHAYA MUKI.]RWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Stalements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
2I. SHORT TERM DEPOSITS

20t9 2018
Kshs Kshs

Kenya Commercial Bank 20,471 .909 l 8.378.22 r

20,{71 ,909 1 8,-r78,221

These relates to customer deposits associated held by the company in a call deposit account.
The average etlective interest rate on the call deposits as at June 30. 201 9 was 5% (201 7: 5
o/o

22. TIANK AN!) CASII IIALANCES
201 9 2018
K shs Kshs

Current account 17.402.953 6.672.837
Others 435.069 618.167

l7,tt-18,022 7,291 ,00{

The bulk of the cash at bank was held at Equity Bank of Kenya. Cooperative Bank of Kenya
and Kenya Commercial Bank. the entity's main bankers. The composition of bank balances

and short term deposits is as follows:
De tailed an sis of the cash antl cash uivalents

l'

201tt-2019 201 6-20 t 8

Account number KShs KShsFinancial institution
a) Call deposits account

t 8.378.22 lKenya Commercial bank I I r8358708 20.47 t.90e
18,378,22 rSub- total 20,.17 t ,909

201 6-201 8201It-2019
Account
numbcr Kshs Kshr

['inrncial institution

a) Current account
Cash At Bank (K.C.B.1 1101548886 1.800,234 I .320.91 0

0080290i63 165
6.16.86 t

385.23 l
011005099_s5300 1.959.496 1.959.496Cash At Bank (Coop Bank)

3.007.200Cash at equity 00802902u9364 13.006.362

Suh- total 17,.102,953 6,672,837
b) Others(specifr')
Cash at I land N/A 2'7.781 32.1 I 0

Pal bitl-968200 256.436 170.864M-pesa account

Cash at bank-Equity Eazzy
24t7

00802299032536 150.852 4l 5.1 93

{35,069 6t 8,167Sub- total

17,n38,022 7,291,00-1(i rand total

-)J

Cash At Bank (Equity Bank-
Development)
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TOTHAYA MI.IKURWE.INI WATER SERVICES COMPANY

Annual Reports and Financial Stutements
For the vcar enrlcd June 30, 2019

NOTES TO THE FINANCIAL STATUMENTS (Continued)
2.3. CONSUMER DEPOSITS

During the year under review the company accumulated deposits on account of water
connections. Deposits are held in a call deposil account and arc refunded upon expiration ol'
contract where the account is closed. The movement in consumer deposit is regulated by IFRS
l-5 and d urin thc

2{. ('RT]I)ITORS. I'REPAYM I,]NTS AN I) AC-('RTIALS

During the year the company accumulated accrued amounts due to various related parties
including, Kenya Forest Service Kshs 103.500/:. l'ana Lease Fec. Kshs 44.414.6991:.
WARMA. Kshs 3.466.730/=. Billing l'ana Kshs 124,1201:, WASRTB Kshs 3.717.147l=. The
company staff deductions not paid at the close of the financial year amounted to Kshs
3,787 ,8421= whereas suppliers not paid at the close of the year amount to Kshs I 2.01 I .3 I I /=

25. PROVISION FoR TAX

t

201 9 201 n

Kshs Kshs

Balance flmught lbrward r{1.0.1.+.583 r5.767.083

Deposits lor the 1,ear 1.,127.000 2.2e7.500

Re lirnd to cust()n1ers (20.000)

20,{7 t ,58-1 I8,0{.1,58-j

201 9 20I tt

Rclated Partics
Stall C osls 1.777.762. 5.751.t81
Due to Suppliers 11.0il.-lll I 2.68I .305

l .l i 6.e05 945.210
WH1 VAT payable I ttt."17{t

Profit helore'Iaxation I8,5t{,{92 ti,l6-r.001
['ax at applicahlc rate J0%o 5.563.34tt 2..+48.900

Tax ell'ec1 on expenses nol deductible for lax 1.891.164 2.71 7.809

lax e'l'lcct on incornes not dedLrctihlc lirr trrr (3.251.617) (3.213.963 )

( t.644.834) (1.588.917)

Delerred T'ax prior year overprovision ( 3 33.829)
'['ax cll'cct on Losscs B/l- (2.556.061)

Tar on I ntcrest I ncomc 298.25 l t.+e.el3

Current Taxl20I 7/20I 8 under provision 97.q33

tlal llid 1.1e.922
'l otal 6{6, t 05 219,922

j"+

reur the rnorrrttcrtt is as lirllous.

I I Kshs Kshs I

I

I)repaid Crcd itors

| 68,850,652 , 61,2t2,789

I

I lax clll'ct on ( apital allouirncc



OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annuat Reports and Financial Ststements
Firr the year ended June 30, 2019

NOTES TO TtlE, FINANCIAL STATEMENTS (Continued)
26. OTHER PROVISIONS

PROVISION FOR LEAVI,I PAY
20 t9 201lt

Kshs Kshs

Ilalance []rou t ftrrward 46.410 5t.271

Leave Provision lbr the car r.080.393 989.85 7

Leave taken in the year ( l .l 16.721) (994.71 8)

t 0.080 46,.1l0

Provision for annual leave pay is based on services rendered by full-time employees up to the

end ofthe year. Leave pay has been recognised in determination of staff costs at the close olthe

)'ear.
27. DEFERED INCOME

28. REVENIIIi RESERVES

I

ll

I

r
ll

lt

ll

I

Ir

20t9 201 tt

Kshs Kshs

Provision lbr Audit Serviccs 2016/2017 464.000

Provision lbr Audit Services 2017 /2018 464.000

Provision lbr Audit Sen'ices 2018/2019 164.000

Provisions lbr Secretarial Servrces I 7.1..+41

Provisiorr tirr environmental Audit 7q1.700

Provisions for Legal fees 250.000

Provision for leave r0.080 46.41 0

|,265,780 I ,398,1t5 t

20t9 201tt
Kshs Kshs

[]alance Bro t forward 12.943.620 22,794.843

Grants (9.85 I .223 ) (e.8s r ,223)

-1,092,-197 t 2.9.t-1,620

Currenl 3.092.397 9,85 1.223

Non currcnt 3.092.397

3,092,-197 12,9{-1,620

201 9 2018

Kshs Kshs

Brought Forward t44.144.329 135.430.532

Surplus 18.992.342 8.963.7 r 9

1'ax provision (396. r 83) (21e.9221

162,7{0,{88 I {{.t {{,-129

I
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OTHAYA MUKURWE-INI WATE,R SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended.lune 30, 2019

NOTES TO THE FINANCIAL S1'A'I'EMEN'tS (Continued)
29. ORI)INARY SHARE ('APITAL
'l he conrpany is registcrcd under guarantee and has no sharc capital.

30. REVALUATIONRESERVE
Thc rcvaluation rescrve rela(es {o thc revaluation of ccrtain ilenrs ol property. plant and equipment.
As indicatcd in thc Slatement ofChanges in tiquity. this is stated afler transl'er olexcess depreciation
net of rclated defencd tax to rctained carnings. 'fhe company did not undertake any revaluation and
thcrefirre no surplus are stated in the linancial rcport.

.1I. RETAINE,DEARNINGS
T'he retaincd eamings represent surplus availahle in thc account. The company having no share

capital does not distribute its surplus. tlndistributed retained earnings ar(j utiliscd to llnance water
extension rvorks at thc company in a bid to achicve rvater coverage in the are'a of suppll'.

32. BORROWIN(;S
'l'hc conrpany did not borrou any tunds both intcrnalll'and externall.v

33. RETIREMENTBENEFITOBLIGATIONS
T'he entity contrihutes to a contribution scheme fbr all l-ull-time employees. 'fhe emplol'cr
contributes to the scheme is based on l57o ol' monthl,v- salary' of an employee while the employee
contributes 7.5o/o. At the close of the yeiu the outstanding contributions to the scheme werc
Ksh.l .260.670.

The company also contributes to the statutory National Social Security Fund (NSSF). l'his is a

dellned contribution scheme registered under the National Social Security Act. l'he company's
obligation under the scheme is limited to specific contributions legislated fiom time to time and is
currently at Kshs.200 per employee per month.

31. n D[] loan obligation
'l'he company received a subsidiary loan for constructing of sewer pipeline in Othaya. Extension of
trealmenl works at Chinga and Kihuri. Transmission mains and distribution tanks at Githagara.
Gichechcni. The loan obligation is due for pal-ment and the company is arvaiting trcasury instruction
to pay the loan. During the year the company set aside Kshs l0 Million towards payment of the loan.

I
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OTHAYA MUKI.,IRWE-INI WATER SERVICES COMPANY
Apnual Reports and Financial Statements
For the year ended June 30,2019

No.TES
.TO THE STATEMENT OF (:ASH FLOWS

20I82019
KshsKshs

(a) Reconciliation of operating profit/ (loss) to

cash crationsncratcd from/ uscd in o
tt l -r 

() 6{{17,998,174rat ln t1t/ loss
9.851 .223ranlsAmortisation ol ca ital
4.q07.537clatlont)e

-5 777.725177.000Amortization
377.000l.0l6.ll5I)rovisions

1.942.6521.265.780Provisions lbr bad debts
902.494l ,398,85 rProvisions made and confirmed

7*1t I ,650t {,3 r {,732Operating profit/(loss) before working capital
chan
Workin Ca ital ('han

5.081 .574Increase in Trade and Receivables
2,830, 1493.98q.196Increase other receivables

456.215Decrease in lnventories
2,277.5002.427.000sltsDecrease in Consumer de

I 6.1 07.9347.637.863Increase in Creditors
0cNISIncrease in Pre

t2 97.{57t23l -1.09ratrons(lash enerated from/ used in) o
I ncomcsis of Financin,\nah

83 3.073994.1 69Interest Income
8-1.1 073991 169

t A nal sis of I nvestmcnts
l .5 14.520Purchase of assets
I IJ s205l,585I

I 2.01 6.01 012.640.706earenerated at end of the( ash
13.653.21425.669.225ntn of thc cilrCash halancc at thc
25.669 21-1 09 9.11

uivalcntsAna sis of cash and cashd
1 320.91 0l.800.23.1Cash At Bank K.C.B.

385.2316-'16.861Bank- Develo nlenlCash At Bank ti uit
I 959.4S6t.959.496IlankCash At Bank Coo

4 r 5.192r50.85224t7Cash at bank- ul
3.007.20013.006,362Cash at urt

32.1r0)7 781Cash at lland
170.864256.436M-Pesa Account

18.378.22120.471 .909sltCash At Bank K.C.B Bank-D
cill'IJalancc at end of the

(9.8s r.223)

(9,711.26?L

(2.2t0.702)

( l .4s l.s8s)

-1[t,-109,9-11 25,669,221



OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
36. RELATED PARTY DISCLOSURES

County Government of Nyeri
The Nyeri County govemment is the principal owner of the company. The Nyeri County Govemment
has provided full guarantees to all long+erm lenders olthe entity. both domestic and extemal.
Other related parties include:

i) The Parent Ministryl
ii) County Govemment of Nyeri
iii) wASREB
iv) TWSB
v) WARMA
vi) Key management:
vii) Board of directors;

37. RELATED PARTY I)lSCl,()StrRIlS (Continucd)
'I'ransactions l ith rehted rtics

q

1
I

201r|2r)r9
Kshs Kshs

a) Salcs to related partics
Sales o l'goods N/A N/A
Sales of services N/A N/A
'l'otal N/A N/A

b) (Jrants from the Government
Grants from County Covemment 96 | .987

'l'otal 96 t ,91i7

c) Expenses incurred on behalf of relrted parn
Payments fbr labour expenses for extension of lines for TWSB 9l 5.663
WASREI] 4.078.028 2.747.999
KIiS 4 t 4.000 -l l.+.0(x)
WAITMA 2.670.240 3.756.060
Lease l'ees provision at 9% of all collection 9.851 .667 t0.470"975
Total l7,t1t2,997 I tt,30{,697

The company received a legal notice fbr change in license fees payable at 4yo to WASREB
effective November 201 8. 

-Ihe 
net effect is on reduction of TANA lease I'ee.

During the yeiu the company received Kshs I,000.000 from TWSB for rehabilitation works.
The costs were accounted lbr as at the close ofthe linancial year.

d) Kel nranagcmcnt cOmpensation
Direclors' emoluments 3.632.300 2.269.000
Compensation to the CEO 2.438.526 2.383.034
Compensation to key managenrent 5.(r32.443 4.511.479
'l'otal I I,70-1,269 9,t 8-1'51-1

Itl

I

I
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OTHAYA MT.1 KTJRWE.INI WATE R SERVICES COM PANY
dnnual Reports and Financial Slaaements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
3E. CONTINGENT LIABILITIES

2[19 201tt
Kshs Kshs

Legal claims against the entity 250.000

250.000

-l 
he company has been inl'olved in a legal suit instituted by the Kenya county govemment workers

union. The company being a member ol FKE requested tbr legal representation to def'end the
company. The matter is in conciliation to address the relevart issues relating to unionized staft'.

39. FINANCIAL RISK MANAGEMENT
The entity's activities expose it to a variety of financial risks including credit and liquidity
risks and etl'ects of changes in fbreign currency. The company's overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse efTect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.
The company's financial risk management objectives and policies are detailed below:
(i) Credit risk

The entity has exposure to credit risk. which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises liom cash and cash equivalents. and
deposits with banks. as well as trade and other receivables and available-fbr-sale financial
investments.
Management assesses the credit quality of each class of customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based on
intemal or extemal assessment in accordance with limits set by the directors. The amounts
presented in the statement of financial position are net ol allor.l,ances for doubtful
receivables. estimated by the company's managemenl based on prior experience and their
assessment of the current cconomic environment.

ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the entity's directors, who
have built an appropriate liquidity risk management framework for the management of the
entity's short. medium and long-term lirnding and liquidity management requirements. 'fhe

entity manages liquidity risk through continuous monitoring of lbrecasts and actual cash
flows. 1'he table below represents cash flows payable by the company under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as the impact of discounting is not
signilicant.
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OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATE,MENTS (Continued)
36. FINANCIAL RISK MANAGEMENT (Continued)

(ii) Liquitlitr risk managentent ((bntinued)

(iii) Market risk
The board has put in place an intemal audit function to assist it in assessing the risk faced

by the entity on an ongoing basis, evaluate and test the design and effectiveness of its
intemal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will at'l'ect the entity's income or the value of its
holding of linancial instrumenls. The objective of markel risk management is to manage

and control market risk exposures within acccptable parameters. while optimising the

retum. Overall responsibility lor managing market risk rests with the Audit and Risk

Management Committee.
The company's Finance Department is responsible tbr the development of detailed risk
management policies (subject to review and approval by Audil and Risk Management

Committee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk

40

ol

[,css than I
month

Betwecn l-3
months

Over 3
months

1'otal

Kshs Kshs Kshs Ks hs

'frade payables 2.345.640 8.1650.16 l2(x)615 l2.0ll.3ll
Related Pirrtv 97.+.501 3.590,209 47 .261.4tt6 5 r .826.1 96

Othcr Prov isions 1.165.7tro 1.265.780
'f a.r Provision 396.183 249_922 646.1 05

WIIT vat I 18.,178 I 18..+78

Prepaynrents | .l 16.905 l.l 16.905

Defered inconrc 3.091.397 1.092.397

Employee benefit obligation 3.777.762 3.777.762

'l'otal t 2,055,255 5l ,80{,{30 73,85{,9-1{

Trade payables 1.726.496 5.67 t,576 5.283.23 3 12.681 .305

Related Partl 974.501 3.590.209 37.270.383 41.835.093

1.398.85 I 1.398.85 l

l.+e.922 249.922

Prepayments 945.210 945.2 l0
l)el'ercd incomc 9.851.223 3.092.397 12.943.620

Employee benefit obli gation 5.497.960 253.221 5.75l.r8l
Total I0,792,9J0 l9,l l-1,008 {5.tt99,23t 75,tt05,t 82

At 30 Junc 2019

9.'995,249

At 30 .lunc 201tl



T OTHAYA MUKTIRWE-INI WATER SERVICES COMPANY
dnnual Reports and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
40. FINANCIAL RISK MANAGEMENT (Continued)

(iii) Market risk (Continued)
a) lnterest rate risk
Interest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rale levels. The company's interest rate risk arises from bank
deposits. This exposes the company to cash llow interest rate risk. The interest rate risk
expostrre arises mainly'from interest rate movements on the company's deposits.
Management of interest rate risk
To manage the interest rate risk. management has endeavoured to bank with institutions that
offer favourable interest rates.

iv) Capital Risk Management
The objective of the entity's capital risk management is to saf-eguard the Board's ability to
continue as a going concem. The entity capital structure comprises of the fbllowing funds:
The Company has a negative gearing which essentially means that the company has no

borrowings for which to settle.

2r)l ft-21) l9 2017-2018
Kshs Kshs

Retained eamings 162.740.488 t44.t44.327

Total funds 162,7{0,{tt8 111,141,327

Total bonowings N/A N/A
Less: cash and bank balances (38.30e.931) (?5.669.2241

Net debt/(excess cash and cash equivalents) (38,309,e31) (25,669,2211
(iearing -23.51"1, -18'%

4I. INCOPORATION
The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in
Kenya.

.I2. EVENTS AFTER THE REPORTING PERIOD
There were no material adjusting and non- adjusling events aller lhe reporling period.

39. CURRENCY
The financial stalements are presented in Kenya Shillings (Kshs).

Managing Director Chairman of tlrc
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Annual Reports and Financial Statements
For the year ended .fune 30, 2019

APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The follow'ing is the summary of issues raised by the extemal auditor. and management comments that were provided to the auditor. We have

nominated focal persons to resolve the various issues as shown below r,lith the associated time frame within r,lhich we expect the issues to be

resolved.

Reference
No. on the
external
audit
Report

I . Trade
Receivabl
es

Issue / Obscn,ations from
Auditor

Note 20 to the financial
statements includes gross

trade receivables balance of
Kshs. 220.207.979 as at 30

June 2018 which
includes an amount ol Kshs
189.726,828 in respect oi
debts which have been

outstanding for a

considerable long period of
time. Although the
recoverahility of these debts
is clearly uncertain. the
provision for bad and

doubtful debts Kshs.44.
041 .595 made in the
financial statements against
the outstanding debts

appears inadequate.
Consequently, trade and
other receivables net

balance of Kshs.l8l.

Management commcnts

.I'he company inherited debts from the

ministry. Further there were bills in areas

where water was never supplied (dry
Lines). The company has plans to supply
water to the lines and raise adjustments to
the bills upon suppll and mapping of the
dry lines. The tbllowing Lines have been

revived and adjustments raised for all
customers. Mbari ya Ngai. Mbari ya Njue.
Mbari ya Thige in Kanunga. Kanyari in
iriaini. Upper ikiiu. Kahiho. in Thiha.
Ngorano in Gikondi.

o The management has noted with concem
the matter of adequacy of the provisions
fbr trade and receivables made in the

financial statements. The compan.v

identified at the close of 2018-2019 FY a

lotal of Kshs 66.7M from 3.500
connections out of 12.000 dormant
connections which cannot be traced on the
ground and have not been paid for over

The com

Focal Point pcrson to
resoh'e the issue

Peter Ndirangu: Commercial
Manager

Status: Refere
nce No.
on thc
externa
I audit

Ongoing

llr'e

o {-

is maki a

II I

, Report
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OTHAYA MUKURWE-INI WATER SERVICES COMPANY

Annual Reports and Financial Statements

For the 1'ear ended Junc 30' 2019

Management comments Focal Point Person to
resolve the issueReference

No. on the
external
audit
Report

lssue / Obsen'ations from
Auditor

Statu s: Refere .

rice No.
on the
externa
I audit

rt

522.602 reflected
statement of
position as at 30th June 201 8

is not fairly stated.

The statement of financial

position reflects creditors.

prepayments and accruals

balance of Kshs. 61.051,508

follow-up of all dormant connectrons'

The company has made arrangements to

identi$ uncollectable debts for the purpose

of write off by use of GIS MaPPing and

data collection that is 60% complete and

ongoing. This will assist management to

.ecommend the right provisions/ write-otT

ofbad debts.

The management is reviewing the finance

policy to ensure adequate provisions for

u".ount. receivables. A draft Debt

in the

tlnancial .

Management Poticy which has a clause on

provisioning has been prepared and is
under board review' this will be anchored

in the comPanY linance PolicY once

approved.
o The company has been negotiating with

various consumers and have secured part

payments tbr outstanding debts. As at the

close of 2018-2019 F-Y a total of 2634

customers have entered into an agreement

with the comPany for Payment of
commitments totalling Kshs 5'975.1l4 per

Unrem
itted
Lease

Iiees

uartcr

The company was instructed bY the
Peter Ndirangu

Commercial Manager
county govemment of Nyeri Via a letter

dated 25th February 201 5 not to submit

+l

Ongoing

+--

payment of lease fee to Tana water I

___--t- 

- 
------,t
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Reven
ue

Water
(NRW

)

I .3 Non-

T
OTHAYA MUKURwE-lNI WATER SERVICTI S COMPANY
Annual Reports and Financial Slatements
For the 1'ear ended June 30, 2019

57 5% may have
resulted in loss of water
sales estimated at Kshs.
163.024.283. Therefbre,

lssue / Obsen'rtions from Management comments
Auditor

During the year under The following measures have been made to

review the company address technical losses.

produced a total of o Repairs of bursts within 24 hours of
5,913,590 cubic meters identification for service lines and within
(Mr) of water. However. 6 hours tbr transmission lines. During the

out of this volume. only year ending June 2018, a total of (i) 906

2,51 5.682 M3 of water Trunk (transmission) and (ii) 4944

was billed to customers. Distribution mains repairs were done

The balance of made in the year addressing the bursls.

3.397.908 M3 or . There is need for overhaul of the system.

approximately 57.5%o of The requiremenls to undertake overhaul of
the total volume of the pipelines is a capital intensive exercise

water produced that may need extemal financing. The
represented Non- ' company has written proposals for
Revenue Water (NRW) funding to TWSB. and World Bank to
which is 32.570 over and facilitate replacement of the pipelines in
above the allowable loss 

I 
Mukuru'eini and Othaya urban centers.

of 25o/o in accordance o The company will procure ball valves.
with WASREB PRVs and replace pipelines as funds
guidelines. The NRW of ' become available intemally on select

Focal Point penion to
resoh'e the issue

I . Flunice Githinj i- Non
revenue olTicer

2. Jeremiah Kireri-Revenue
Collection olllcer

the Company's was reduction NRW to 34%. 2016-2017
profitabiliry* and its long financial year the company conducted

ia al Kanun

tanks and pipelines affected by overflows
and pressure. The company has a full-
fledged NRW team which has conducted a
pitot NRW study ar Karima whose results

term sustainability. ration Fa

45

zone lvhere

Status:

Ongoing

= :
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Annual Reports and Financial Statements
For the lear ended June 30, 2019

Reference
No. on the
external
audit
Report

Issue / 0trsen'ations from
Auditor

!Ianagement comme nts slu:lIs

all the above activities was conducted.
The company has been monitoring NRW
at Kanunga averaging 45%. The company
has installed Ball vah,es. PRVs and air
valves to continuall)' manage bursts in the
DMAs.

o The companl has been in communication
with County govemment of Nyeri.
KERRA. customers and other
stalieholders where roads are being
upgraded to facilitate efTective planning
and timely rerouting during routine
upgrade.

To address the causes of the commercial
losses the company has done the following:

Relocation of 937 customer's meters from
the near the end point to the' boundaries of
customers. This addresses the issue of
meter bypasses. leaks behind the
connection point. The exercise is ongoing
targeting a total of 2000 ac(ive
connc-ctions during the year identitied
T'he company during the year ending June
2019. identified and surcharged a total of
280 connections that had illegalities.
During the financial year the company
metered a total of 1644 flat rate

a

a

.r6

II

i Focal Point person to

I 

resolve the issue

I1-
I

Refere
nce No.
on thc
externa
laudit

. Reportr

I



Reference
No. on the
external
audit
Report

1.4 Shortf
all in
revenu

OTHAYA MT]KURWE-INI WATER 
"M' 

COMPANY
Annual Reports and Financial Statements
For thc year ended June 30, 2019

Issue / Obsen'ations from
Auditor

Managcment comments Focal Point person to
resolve the issue

The Company budgeted to
realize revenue amounting

connections during reconnection excise
and NRW activities undertaken in the
year.

The company acquired Mobile Meter
Reading software in 2016 which ensures
the accuracy of meter readings.

The company is undertaking GIS excise
which when completed. the coordinates
will he integrated with the billing slstem.
The company disconnected all the

dormant connections at the main in
Kanunga zone. Chinga No(h, Thiha and
Kihuri.
Meter Servicing for identified stalled
meters done on monthl)' basis

Collection and mapping of customer data

on going to determine the number of
connections and reconcile the accounts. A
total of3546 connections have been
identified as non-existent on the ground
and are awaiting board recommendation
for action.
As a policy all new connections installed
with meters

Delay in implementation of botlled water
sales as a result of many regulatory

a

a

Peter Ndirangu- Commercial
Manager

Implemented

Status: Refere
nce No.
on the
externa
I audit
Rc ort

__r



Annual Reports and Financial Statements
For the year ended June 30,20t9

Refert nce
\o. on the
external
audit
Report

Issue / Obsen ations from
Auditor

to Kshs. 167.223.246 duing
the year under review.
Houever- the actual revenue
realized was Kshs.

137.814.568. resulting in
revenue shortfall of Kshs.
29.408,679 (or l8% against
the budgel) which has not

been explained. Further. the

undesirable perlbrmance on

revenue budget impact
negatively on the oYerall

financial performance of the
company.

Management comments

e

collect
ion

requirements for the bottling project
initiated by the company during the year.

Water consumption reduced in the month
resulting f'rom heary rains registered in
the financial year period

The company had projected revenue from
new connections (target of 2400) which
was not realized due to heavy rains in the
year resulting in shortfall by ( Actual I 3 I 8)

comections.
Reconnection f'ee: Revenues liom
reconnection reduced in the year from
reduced reconneclion fees in the month of
March-June 2018 arising from hear.y-

rains.

Budgeted revenue from new Connection
Charges also reduced due to the extended

rain reason in the year.

The company had projected revenue l'rom

new connections (target of 2400) which
was not realized due to heavy rains in the
year resuhing in shortfall by (Actual l3l 8)

connections.
The revenues were within the targets. The

county seconded staff were recalled

during the year and this stream may not be

realized in subsequent FY.

a

ro
.18

Focal Point person to
resolve the issue

Status:
T-

Re [e re
nce No.
on the
externa
I audit
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APPENDTX ll: PROJE('TS IMPLIiMI'NTED BY THE F]NTITY

Projccts

Projects implementecl by the OMWASCO Funded b1' deVe lopment partners

During the tinanc ial ycar ending Junc 20l9 . the ctinlPanl' had no Projccts lunded by the develoPment

panners.

Stutus of Projects comPletion

T

Consolidated
in these
financial
statements
(Yes/No)

Scparate
donor
reporting
required as

per the
donor
agreement

Donor
commitment

Pcriod/
duration

l)onorProject
N umbcr

Project
title

N/AI

)

Projcct Total
project
Cost

Total
cxpended
to datc

ComPlction
'% to date

Ilutlgtt Actu:tl Sourtes
of funds

I

')

50

I
()1'HAYA MUKI.IRWE-INI WATER SERVICES COMPANY

Annual Reports and Financial Statcments

For the Year ended June 30' 2019

l(YesNo) I I

I

,t
.--.--.--.t-

tlt



oTFAYA MtrKtrRwE-lNI WATER SERVICES COMPAN!'
'i,nual Reports and Financirl Statements
for the year ended June 30' 2019

APPENDIX III: INTER-ENTITY TRANSFERS
There were no inler-entil). transfers to the company in the financial year ending June 30. 2019'
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OTHA.TA MUKURWE.INI WATER SERVICES COMPANY

Annual Reports and Financial Statements

For the year ended June -10' 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

20 (a) TRADE RECEIVABLES

Accounts over 120 days represent debts received from National *ut", rnott of which are not

traceable to thc consumers. There are registered comp laints conceming billing without water

during the Years 2007 to2014 when ADB pro.l ect \4'as completed that improved water supply

in the comPanY 10,155 accounts are disconnected'

20 (b) OTHIR RECT,IvABLES

20 (c) VA't RE(]EIVAI]LES

t

201820t9
KshsKs hs

220-207.979225.289.553
I)cbtors 44.041 .59645.057.91I
I-ess-207o lulfo Sdebbtudohr andadnIS o t7 ti.1II80 I 6{2ab cScl{ ccandradt' cctN

sis of then:ln
lir 0tr sas itsh:l lesctl'crl rcctrasrosAt June 30 thc 10,562.539I 1.744,040

l,ess than 30 S
8. I 12.8837.142.768

Between 30 and 60da s
6 503 93tt6 229.521da90and6nc^tI] {l 8 I .7914.834.2499l and 120 daBelwcen 189.726.828195.338,975

Over I 20 s

22$,2117 979,ri It9

201 82r)t9
KshsKshs

3.1 18.8563.138.856
Pi

't' llSon\t: tenslnc
I,000.000

Receivedlnr
999.980

rest Surrenderedlnr
3.138.836

on 'IWSB accountBalancc 5.0005.000
Salbricom [-td

-3 l{3,ft56r{3

201{t2019
KshsKshs

23 3.3 352.212.363
VAT b/f

1.374.316
Debits

I .41 1 .200
Credits 1.979.028

ddIe cs/d csn.l funre(' ill ) t2 63) 175 79
VAT (yF

(

)

32



() I'HAYA MTIKTJRWE-INI WA'rE R SERVIC'ES COMPAN},Annual Rep0rts and Financial Staacmcnls
t.'0r the ear ended ,f une .10 ,2t)19)

NOTES TO THE FINANCI.
tE. INTANGIBLE AssE# 

STATEMENTS (Continued)

?

19. INVENT()R| ES

20. TRAI)E ANI) 0-I.IIER RIt('EtvAtll. lls

20te 20I tt
Kshs Kshs('os1'

A1 .lul
1.662.628 66).628IAdditions

Di sals

At .lunc 30
I 662 62u I 6 62u

oAM 'I'It IsAT ()I N
/\l .lu l

( 1.28-s.628 ) (908.628e for theC' r
(377.000 377.000l)is sais

airnrent krssInr

At .lunc -10
28I ) I 2tl

I 'f B(X) \,K I,A t,.li
At.lune.l0

2019 20 18
Kshs KshsStation and neral stores

5.73 8.116 4.793.009Goods in transit
r.265.375
7 (x).1 7tt 9J 793

2019 2()I8
Kshs Kshs

'I'
rad c rcc(] hil S no ac 0 a 225,289.553 220.207.e79

'I'
R cc Ile h

3.1.+3.836 2.212.363lror Tc fCCE a lr Sc tcno 0 h
2.17 5.479 -) I4-3.8.56s ta ,l' St') Cu Iil Il c cM tl itc ('() rc 4.026. t00(; ros tra ftl nit d otht r recc ilv h cs 2-rJ 6-1{ 968 ), I98

rbI)r( )rlrc f() ti n() r batl an tl d Uo lirhr recc il b 45.057.91t -44.041 .595
'I'rad c rcce ah eS no c 02 a I89 5// 057 l8l 22.603

:ll
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OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
16. TNCOME TAX EXPENSE(CREDTT)

(a) Current t8xation

2019 2018
Kshs Kshs

Current taxation based on the adj usted profit for the
year ar 30%

Current tax: prior year under/(over) provision 298,251 249,922
Current year defened tax charge 97,933
Prior year under-provision for deferred tax

Total 396,183 219,922

I

Reconciliation of tax expense/ (credit) to the expected tax based on accounting profit

2018
Kshs Kshs

Operating Profit beforc Taxation 18,992,312 8,163,001

Tax at applicable rate 307o 5,697,703 2,448,900
Cunent Tar;201 7/201 8 under provision 97.933
Tax effect on expenses not deductible fbr ta\ 1.890.255 2,717,809
Tax effect on Incomes not deductible for tax (3,253,617) (3,243,963)
Tax effect on excess capital allowances ( l,643.92s) ( 1 ,588,917)
Delerred Tar prior year overprovision (333,82e)

Taxable interest income 298.251 249,922
Tax effect on losses B/F net of loss C/L- (2,690,41 6)
Total 396,183 249.923

Tax provision B/F 249,923
Tax Charge for the year 298,2s1 249.923
Tax Under provision 97,933

646,106 249,923

Propert-v plant and Equipment
(Attached on page I 7)

NBV b/d 25.632,259 29.895.464

Additions I ,451 .585 l .5 14.520

Depreciation (4.907,s37) (5,777,725)

22,t76,307 25,632,259

29
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OTHAYA MUKURWE.INI WATER SERVICES COMPANY
Annuel Reports and Financial Statements
For the year ended June -10, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
I2. WATER SUPPLY OPERATION

I3. BOARI) EXPENSI]S

I{. FINANCF], INC0ME

I5. OPERATING PROFIT/ I,0SS

1

2019 201ri
Kshs Kshs

Electricity for Production l .l 50.287 t.279.017
Environment Conservation 46.300 l 05.01 0

Intake Maintenance 522.2t0 348.820

Minor Works 806.958

Non-Revenue Management costs | 1 .296.4t7 l.55l.l4 t

I)ipes & Irittings & Mcters 6.873.123 6,132,933

Sewerage Expenses 53 5.035 204.900

Water Bottling Expense 1.428.387 520.337

Water Treatment Chemicals 5.445. r 69 6.113.728
Total Repairs & Maintenance Costs 28,I 0-1,tit]6 t 7,257,tt85

201 9 2018
Kshs Kshs

Sitting Allowance 3.038.300 2.269.000
Total Board ('osts -1,0-i8,-100 2,269,000

201 9 2t) | tt

Kshs Kshs

Intercst income from current account 994.1 69 83 3.073

99{,t 69 833.07-1

2t)19 2018
KshsKshs

'['he operating prolltr(loss) is arrivcd at atier charging/lcrediting):
Adm inistration and General Expenses 23.300.060 23.174.060
Personnel Costs 60.097.98.t 60.672.157

25.477.749Direct Expenses 23.314.787
28.1 03.886 17.257.885Water Supply Operation and Maintenance

3.038.300 2.269.000Board Expenses

r 37,855'017 128,850,852Total

2ti
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OTHAYA MUKURWE.INI WATER SERVTCES COMPANY
Annual Reports and Financial Statements
For the year ended June 30,2019

I0. I'crsonnel (losts

I t. t)tRl,t("t uxPliNs[s

2019 20tlt
Kslts Kshs

I1,5{lt,028 12,551r,2s8
Total (;eneral Administration (losts 23,-100,060 2-1,I 7.1,060

20t9 201n
Ks hs Kshs

l)ersonnel ('osts
Sa Iarics
NSSII

53.455.949 53,t07.76e
258.40025 1.800

llcnsion 5.1 35.041 5.075.56 t

1.059.994 I .147..{40
GoK stall remuneration 96 t .987
Sta tl enrl ear art

Total Personnel Cost 60,097,98{ 6!t,672,157
'fhe average number ofenrployees al the end ofthe vear was

Permanenl emplol'ees - Management
5 )

Permanenl employees - [Jnionisable 9.1 99
femporary and contract entployees

9 0

Interns
I

'l'otal
I09 I0{

2019
Kshs Kshs

Amortization 377.000 377.000
rt I .1.000 .l 14.000

Provision lirr bad and doubtful debts 1.016.3r5 1.942.652
Watcr Abstraction [;cc U'ARMA 2.670.240 3.756.060
Provision lbr d recialion 4.907.537 5.777.72s
Lease fee & rc ulak) lc 13.929.695 l 3.21 0.3 l2

Total Direct [ix llses

27

I

I

Gratuity

I les.200 121.000 I

l

-----------._

20tn l

ttl

I Ken)a forest

I 23,311,787 | 25,477,749



OTHAYA MUKTIRWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
9.ADMINISTRATION AND GENERAI, EXPENSES
(i) Motor vchiclc runnin c0st

ii) Adminislration ('osts

(iii) (ieneral CI tIl scs

1

201 lt2{) l9
Kshs Kshs

1.996.062 2.383.131Motor Vehicles/cycles service
3.455.5874.01 9.063Motor Vehicle/Cycle [ruel and Lubricants
5,8-18,9186,0r 5,t 25

21il9 201ll
Kshs Kshs

Advertisement 1.165.800 150.820

Electricity 316.380 3 rti.448

General Insurance 70e,362 65 I .061

Maintenance of Software s82.080 614.240

Postage and Delivery 829.865 804-335

Repairs and maintenance buildings 309.230 184.857

Repairs Computers & computer accessones 53 1.437 506.3 5 5

Staff wellare 293_800 365.260

Stationery & Printing 5ri4.403 576.452

Telephone 4l 4.550 305.056
5,7-16,907 .1,776,tt8.t

2019 20 t{t
KshsKshs

971 .0201.280.e30A(;M (losts
.164.000 464.000Audit lee

79.017 48.570Bank Charges
I I 1.638Compensation fbr damages

614.972668.3 75Conference meetings

-s8.340 n6.225Corporate Social Responsibility
190.697 126,333General Office expenses

2.787.616lnsurance Medical
81 1.186s38.228lnternel seFv ices
44.460.+0.01 0Joumals and News Paper

t.l1e.939 949.4t6Legal & professional
237.100I 2l .080Membership/Subscription fees
179.050I 15.750Permits and licences

lt85.450Public participation
2.044.500 r .823. r 45Security

214.1 84Sports
41.667 35 3.858Staf-f Uniforms

I .60 r .9252.02t.253Travel & Subsistence
50.000Token of appreciation

1.499.970 |,379,382'fraining costs

26
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OTHAYA MUKURWE-INI WATER SE,RVICES COMPANY
Annual Reports and Financial Statements

For the year ended Junc 30' 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6. OPERATING REVENI.IE

7 O'I'H ER OPT]RAI'IN(; RT]\'I.]N I.I I]

E. (;RANTS & IN-KINI) DONA'IIONS FROM (;OVT]RN M E,NT

201 tt201 9

KshsKshs

ratin Ilcvr:nuc()
110.696.986139.6,10.4.+8Warer salcs-Billin

Bottlcd Water Sales
120 696 9tt6I {0,{0-1 753

201tizln9
KshsKshs

47.1r0044.770osal of asselsI) is
19..10010.900Iixhaustcr

I .l 97.8401.427.300Iieconnection l'ee
3.602.5003.756.345C'onnection ('har CS

593.760i llt.9(x)Other income

20I 820l9
KshsKshs

e.851.2239.85 r .223Arnortisation ol' IS
961 .987(iok stalT rcmuncration

l0 81.1 l09 85t ,)1

Name of the
Entity sending
thc t

Amount
recognized in
the Statcment

ol
Comprehensiv

e lncome
KShs

Amount
deferred under

deterred
income

KShs

Amount
recognised in
capital fund.

KShs

Total grant
income

during the
year

KShs
20I lt-1019

KShs

CD}T

MIJKI.JRWEINI
3.785.1 67

0 0 (l
1.785.167

I)Wo 5.1l,i7.61 I 0 0 0 5.387.61I

'l'wstl 671r.-+-+ 5 678.1.+5

'I'otal 9,85 t ,223 0 0 () 9,tt5l ,22-1

l5

763.305 I
I

I Other lncome

I s,sqa,zts I s,rztJoo I



OTHAYA MUKURWE.INI WATER SERVICES COMPANY
Annual Rcports and Financial Statements
For the year ended June 30, 2019

SIGNIFICANT JT"IDGEMENTS AND SOURCES OF ESITMATION UNCERTAINTY
(Continued)
Estimates and assumptions
The key assumptions conceming the future and other key sources of estimation uncertainty a1 the

reporting date. that have a signilicant risk of causing a material adjustment to the carrying
arnounts ol assets and liabilities within the ncxt financial year. are described below. 'lhe Entity
based its assumptions and estimates on parameters available when the llnancial statements were
prepared. However. existing circumstances and assumptions about future developments may
change due 1o market changes or circumstances arising beyond the control ol the Entity. Such

changes are reflecled in the assumptions when they occur.

flscful lives and residual values

The useful lives and residual values of assets are assessed using the tbllowing indicators to
inform potential future use and value liom disposal:

o The condition ofthe asset based on the assessment ofexperts employed by the Entity
r 'Ihe nature ofthe asset. its susceptibility and adaptability to changes in technology and

processes

r The nature ofthe processes in which the asset is deployed
o Availabilily of funding to replace the assets
. Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the inlbrmation
available. Additional disclosure ofthese estimates of provisions is included in Note 26.

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 eflect is
material.

During the finarcial year the company has made provisions in relation to bad debts, Provision for
Audit Services, Provision for environmental Audit, and Provision for leave. Tax,

Contingent Iiability

The company is engaged in a legal matter relating to change of terms of service and letter ol
particulars. The company has not affected any negative financial sanclion in relation to the letler
of particulars. The contingent costs may only arise as a resuh of court costs. l'he company has

not made any provisions in regard to the same.

t
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Budget information (Continued)
A statement 1o reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and aclual amounts and lhe actual as per the statement of financial
perftrrmance has been presented under section xxx ofthese financial statements.

r) Serviceconcessionarrangements
The Entity analvses all aspecls of service concession arrangements that it enters inlo in
determining lhe appropriate accounting lreatment and disclosure requirements. ln particular.
where a private party contributes an asset to the arrangement. lhe Entity recognizes that asset
when. and only rvhen. it controls or regulates the senices the operator must pnrvide together
with the asse1, to whorn it must provide thenr. and at what price. In the case of assets other
than 'whole<rf-life' asscts, iI controls. through ownership. benelicial entitlement or otherwise
- any significant residual interest in the assct at the end of the arrangemenl. An)' assets so
recognized are measured at thcir fair value.'l'o the extent that an asset has been recognized.
the Entity also recognizes a corresponding liability. ad.justed by a cash consideration paid or
reccived.

s) Comparative figures
Whcre necessary conrparativc figures for the prel'ious financial year have been amended or
reconfigured to conform to thc requirod changes in presentation.

t) Subsequent events
There have been no events subsequent to the t'inancial year end with a signiticant impact on
the financial statemcnts fbr thc vear cnded Junc 30. 201 9.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY
I'he preparation of the Entity's iinancial slatements in conlbrmity rvilh IFRS requires
management to nrake judgments. cstimatcs and assumptions that affect the reported amounts of
revenues. expenscs. assets and liabilities. and the disclosurc of contingent liabilities, at the end of
the reporting period. However, uncertaint)' about these assumptions and estimates could result in
outcomes that require a material adjushrent to the carrying amount ol'the asset or liability
afTected in luture periods.

State all judgements. estimates and assumptions nrade: e.g
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (Continued)
n) Retirement benefit obligations

The entity contributes to a detlned contribution scheme for all tull-time employees. The
scheme is administered by CPF where contributions fiom hoth the company and its
employees are deposited on a monthly basis. l'he company also contributes to the statutory
National Social Security Fund (NSSF). This is a defined contribution scheme registered
under the National Social Security Act. The company's obligation under the scheme is
limited to specific contributions legislated from time to time and is currently at Kshs.200 per
employee per month.

o) Provision for staff leave pay
Employees' entitlements to annual leal,e are recognised as they accrue at the employees. At
provision is made for the estimated liability tbr annual leave at the reporting date.

p) Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic
environment in which the entity operates, Kenya Shillings. Transactions in loreign currencies
during the yearlperiod are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation w'here items are re-measured. Any
foreign exchange gains and losses resulting fiom the scttlemenl ofsuch transactions and l'rom
the translation at year-end exchange rates ol monetary assets and liabilities denominated in
foreign currencies are recognised in profit or loss.

q) Budget information
The original budget for FY 2018-2019 was approved by the board on May 2018. Subsequent
revisions or additional appropriations were made to the approved budget in accordance with
specific approvals liom the appropriate authorities. The additional appropriations are added
to the original budget by the entity upon receiving the respective approvals in order to
conclude the final budget. Accordingly, the enlify recorded additional appropriations ofKshs
2.464,000 on the 2018-2019 budget following the goveming body's approval.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement ol financial
perlbrmance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts. prepared on a comparable basis to the approved budget. is then presented in
the statemenl of comparison of budget and actual amounts. In addition to the Basis
difference. adjustments to amounts in the financial statements are also made lbr differences
in the formats and classification schemes adopted for the presentation of the financial
statements and the approved budget.

-t1
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N()TES TO THE l-INANCIAL STAI'EMENTS (Continued)

stl M MAItY ( )F Sl(; NI l.'l('ANT A( (l( )tl Nf'l N( l l'()l,lCl ES (('ontinrrod )

j) Taxation(Continued)
Deferred tax (Continued)
Deferred ta.x relating to ilems recognized outside surplus or deficit is recognized outside
surplus or det'icit. Del'erred tax items are recognized in correlation to the underlying
transaction in net assets. Delbrred lax assets and def'erred tax liabilities are offset ila legally
enlorceable right exists to set ofI current lax assels against current income tax liabilities and

the delened taxes relate to the samc taxable entity and the sanre taxation authorily.

k) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand ard cash at bank. short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which are

readily convertible to knotn anrounts ofcash and are subject to insignificant risk ol changes
in value. []ank account balances include amounts held at the Central Bank ol Kenya and at
various Commercial Banks at the end ol'the reporting period. For the purposes of these
tlnancial statcmcnts. cash and cash equivalents also include short term cash inrprests and
advances to aulhoriscd puhlic olficers and/or institutions which w'ere nol surrendcred or
accounled lbr at the end ofthe llnancial vear.

l) Borrowings
Interest bearing loans and overdralis are initially recorded at lair value being received, net of
issue cosls associated witlr the borrou ing. Subsequentll,, these are measured at amonised cost

using the efl'ectivc interest rate method. Amortiscd cost is calculated by taking into account

any issue cost and any discount clr premium on settlement. Finance charges. including
premiums payahle of settlement or redemption are accounted lirr on accrual basis and are

added to the carry'ing anrount of the instrument to the extent that they are not settled in the
period in which they arise. Loan interest accruing during the construction of a project is

capitalised as part of the cost of thc project.

m) Trade and other payahles
Trade and other payables are non-interest bearing and are carried at amonised cost. which is
nrcasured at the lair value ol contractual valuc of the consideralir,rn to be paid in I'uturc in
respect ofgoods and senices supplied. whelher billed to lhe entity or not. less any payments

made to the suppliers.

l1
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARYoFSIGNIFICANTACCOUNTINGPoLICIES(Continued)
j) Taxation(Continued)

Current income tax (Continued)
Current inconre tax assets and liabilities for the current period are measured at the amounl

expected to be recovered fiom or paid to the t&xation authorities. The tax rates and tar laws

use<i to compute the amount are those that are enacted or substantively enacted. at the

reporting date in the area where the Entity operates and generates taxable income. currenl

in"o." iu* relating to items recognized directly in net assets is recognized in net assets and

Managementperiodicallyevaluatespositionstakeninthetaxrelumswithrespectto
situations in which applicabte tax regulations are subject to interpretation and establishes

provisions where aPProPriate.

Deferred tax
Deferred tax is provided using the liability method on lemporary differences between the tax

bases of assets and tiabilities and their carrying amounts for financial reporting purposes at

the reponing date.

Det'erred tax liabilities are recognized for all taxable temporary differences' except in respect

of taxable temporary differencei associated with investments in controlled entities' associates

and interests in joint vennrres, when the timing ol the reversal of the temporary' differences

can be controll;d and it is probable that the temporary differences will not reverse in the

foreseeable Iuture.

Del-ened tax assets are recognized for alt deductibte temporaly differences. the carry forward

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

extent that it is probable that ta.xable profit will be available against whioh the deductible

;e-!;*ry differences, and the carry forward of unused tax credits and unused ta.\ losses can C
be utilized, except in respect ofdeductible temporary differences associated with investments f

ff il[:1"i",;',';'[: .ffi::'lff , fl.',]'Hi:'#, il:";;il:fri,ff.1lT:3' fi, ?i::.T (
the Lreseeable tuture and taxable profit wilt be available against which the temporary

differences can be utilized.

The carrying amount of defened tax assets is reviewed at each reporting date and reduced to

the extent that it is no longer probable thal sufficient taxable profit will be available to allow

all or part of the deferred tax asset to be utilized. Unrecognized defened tax assets are re-

urr.rr"d at each reporting date and are recognized to the extent that it has become probable i

that future taxable profits will allow the deferred tax asset to be recovered'

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in

rhe year when the assel is realized or the liability is settled, based on ta\ rates (and tax laws)

that have been enacted or substantively enacled at the reporting date'

t0
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NOTES TO THE FtNANCtAL -STATEMUNTs (Continued)suM MARy oF- sr(; Nt FTCANT ACC(trrruiini] ilblrc)r ES (Continuett)
e) Intangible assets

Intangible assets contprisc purchased computcr soliware licences. which are capitalised on thebasis of costs incurred to acquire 
.and hring ,., 

-ur" 
,f,. specilic sofiwar.. if,"r* cosls areamortised over the estimated useful lif'e ni ti.l iniungrure assets from the ye.r that thev areavailable lbr use. usually over three ),cars. 

-"- ""qr16rur! qJrrtr rruIIr tne year In

f) Amortisation. and_ impairment of intangible assets

lffi:[lill;:":i:'Jl"* on the straishi-iine basis over rhc esrimarcd userur tirc orc.mpurer

All computer software is re'iewed ann,nll)' for impairment. where the carrying amount ol.anintangibre asset is assessed as grcarcr ,rrr,i ar 
".ili,r",.d recorcrabre amount.; impairment

H:rJ;,***r,.ed 
so that the aiset i, ;.il.;l; ilrmediately to its esrimaled recoverable

g) lnvestment propcrty
Buildings' or part of a building (lieehold or held under a linance lease) and land (lheho.l orhetd undcran operating rease) hcrd rbr rong term;;;;i;#;';;;;;.il,iui,rll.l,i'u,ion. *o
I[:l "" nor occupied bv t]re enritv. 

"r. 
;;ii;;;';; rnv!-stmenr properry under non-currenr

Investnlent property is carried at lair.l,arue. representing open market value. determined
[:J],;x,fl,r,n:J;li:f_ifll .*t".nur uuru"r;. c,",Gl" rblr varues 

",. i""r,j"a i-n p.ont o.

h) Inventories
lnventories are stated ar the rou,er of cost and nel realisabre varue. T.he cost or inventoriescomprises purchase price, import duti"r. trun.pon"ii", 

"na 
handing charges.

i) Trade and other receivables
'['rade and other receivables are recognisecl at fair values less a owanccs fbr any uncollectiblearnounts' These are assessed for impairment nn o 

",rn,inring ;;;1..;; .rr*",!'ilrn,"o. 
",doubrrur receivabres based on 

" '.ri;"';i;ii ;;i;;;;rr amounts ar the year end. Bad debtsare written offaller all efIo(s al recovery tur.i"ln .-*f,uur,.o.

i) Taxation
Current income tax
current income tax assets- and riabilities for the current period are nrcasured at the amountexpected to be recovered from or paitl to rn" ra*aiun oulhorities. .rhe 

tax rates and ,,x lawsuscd to compute the amount are those that are enacted or substantivery enacted. at thereporting date in the area where the Entity 
"p"r",*'r"a generates laxabre income. currentincome tax rerating to items recognized ai...iry in n.i-rssets is rccognized in ne1 assets ardntx in the statement of Iinancial pJrfbrmance. ' "' "-'

lg
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Property, plant rnd equipment
All categories of property. plant and equipment are initially' recorded at cost less accumulated

depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued

amounts. being their fair value at the date of re-valuation less any subsequent accumulated

depreciation and impairment losses. Where re-measuremenl at re-valued amounts is desired. all
items in an asset category are re-valued through periodic valuations carried out by independent

extemal valuers.
Increases in the carrying amounts of assets arising from re-r'aluation are credited to other

comprehensive income. f)ecreases that offset previous increases in the carrying amounl of the

same asset are charged against the revaluation reserve accounti all other decreases are charged

to profit or loss in the income statement.

Gains and losses on disposal of items of properry, plant and equipment are determined by

comparing the proceeds from the disposal with the net carr.ying amount of the items, and are

recognised in protit or loss in the income statement.

d) Depreciation and impairment of property, plant and equipment
Freehold land and capital work in progress are not depreciated. Capital work in progress relates

mainly to the cost of ongoing but incomplete works on buildings and other civil works and

installations.
Depreciation on property, plant and equipment is recognized in lhe income stalement on a

reducing balance method to write down the cost of each assel or the re-valued amount to its
residual value over its estimated useful life.
The annual rates in use are:

Buildings and Tanks 25%
Fumiture and Fittings 125%
Laboratory Equipment's 12.5%

Computer and Accessories 33.3o/o

Motorcycle 25.0%
Water Melers & Pipelines 20.0%

A full year's depreciation charge is recognized both in the year of asset purchase and in the year

of asset disposal.
Items of property, plant and equipment are reviewed annually lbr impairment. Where the

carrying amount of an assel is assessed as greater than its estimated recoverable amount. an

impairment loss is recognised so that the asset is written dow'n immediately to its estimated

recoverable amount.

1
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APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REP()RTIN(; STANI)ARDS (IFRS) (Continucd)

iii) Fl,arly adoption of standards

'l hc entity did not early' adopt any new or amendcd slandards in year 2019.
4. SUMMARY OF SI(;NIFICANT ACCOI.]NTIN(; POLICIES

The principle accounting policies adopted in the preparation of these flnancial slatemenls are set

out below:

a) Revenue recognition
Revenue is recognized to the extent that it is probable lhat f'uture economic benefits will flow to the
enlity and lhe revenue can he reliably nreasured. Revenue is recognised at the tair value of
consideration received or expected to be received in the ordinary course ofthe entity's activities, net of
value-added tax (VAT). where applicable. and when specific criteria have been met for each of the
entity's activities as described below.

i) Operating Revenue is recognised irr the _v',ear in uhich the enlity delivers products to the
customer, the customer has accepted the products and collectability ol' the related
receivables is reasonably assured.

ii) Grants from Coun(v Government, CDF and National Governmentl are recognised in
the l'ear in which the entity actually receives such grants. Recurrent grants are recognized
in the statement ol comprchensive income. Developmenl./capital grants are recognized in
the statement offinancial position and realised in the statcment of comprehensive income
over the usel-ul lile ofthe assets that has been acquired using such tunds.

iii) Finance income comprises interest receivable from bank deposits and investment in
securities. and is recognised in prolit or loss on a time proportion basis using the effcctive
interest rate method.

iv) Other income include Disposal of assets.Exhauster.Reconnection fee. Conneclion
Charges and are recognized as they accrues.

b) In-kindcontributions
In-kind contributions are donations that are made to the entity in the lorm of actual goods and/or
services rather than in money or cash terms. Thcse donations may include vehicles, equipment or
personnel services. Where thc financial value received lbr in-kind contributions ciur be reliably
determined, the entit)' includes such value in the statement of comprehensive income both as revenue
and as an expense in equal and opposite amounts: otherwise. the contribution is not recorded.
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assessment of the potential impact of application of the above, they do not expect that there will be a
significant impact on the company's financial statements.

l

t!

l6



OTHAYA MI-] K I.] IIWE-I N I WATIIR SERV ICT]S COMPANY

Annual Reports and Financial Statemonts
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lmpactl lllcct ivc dattAmendmcnt/InterPreta
tion to a standard

Company does not have anY lease instrument therefore

not applicable
Applicable to

annual repo(ing
periods beginning
on ot after I

January 20 1 9

IFRS l6: l,eases
(lssued l3 January 2016)

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

unused tax credits and tax rates, when there is

uncertainty over income tax treatments under IAS 12'

It specifically considers:

. Whether tax treatments should be considered

collectivelY

. Assumptions for taxation authorities'

examinations

. The determination oftaxable profit (tax loss).

tax bases, unused tax losses, unused tax credits

and tax rates

. The effect ofchanges in facts and

circumstance

Applicable to
annual reporting
periods beginning
on or after I

January 2019

IFRIC 23: [Jnce(aintY
over lncome Ta,x

Treatments
(lssued 7 June 2018)

'Iogether with the revised Conceptual Framework

prblirh.d in March 201 9, the IASB also issued

Amendments to References to the Conceptual

Framework in IFRS Standards. The document

contains amendments to IFRS 2' IFRS 3. IFRS 6.

IFRS 14. IAS I, IAS 8. IAS 34. IAS 37. IAS 38'

IF'RICI 12. IFRIC 19. IFRIC 20' IFRIC 22. and SIC-32'

Not all amendments, however update those

pronouncements with regard lo rel'erences to and

quotes tiom the fiamework so thal they ret'er to the

reviserl Conceptual Framework. Some

pronouncements are only updated to indicate which

version oi the framework they are referencing to (the

IASC tiamework adopted by the IASB in 2001 , the

IASB tianrework of 2010. or the new revised

framework of 2019) or to indicate that definitions in

the standard have not been updated with the new

det'initions developed in the revised Conceptual

F'ranrework.

Annual pcriods
bcginning on or
alicr I January
2010

Amendments to
References to the

Conceptual F'ramework
in IFRS Standards
(lssued 29 March 201 9)I

f' thc above unlil theyThe Directors do not plan to apply any o

l5
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Amendment/l nterpreta
tion to a standard

Effective date lmpact

IFRS l6: Leases
(lssued l3 .lanuary 2016)

Applicable to
annual reporting
periods beginning
on or after I

January 2019

Company does not have any lease instrument therefore
not applicable.

IFRIC 23: Uncertainty
over lncome Tax
Treatments
(lssued 7 June 201 8)

Applicable to
annual reporting
periods beginning
on or after I
January 2019

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

unused tax credits and t&\ rates. when there is
uncertainty over income tax treatments wrder IAS 12.

It specifi cally considers:

Whether tax treatments should be considered
collectively

Assumptions for taxation authorities'
examinations

The determination oftaxable profit (tax loss),
tax bases, unused tax losses, unused tax credits
and tax rates

The eflect ofchanges in facts and
circumstance

Plan Amendment.
Curtailment or
Settlement (Amendments

to IAS l9)
(lssued 7 February 2019)

Annual periods
beginning on or
after I January
20t9

The amendments in Plan Amendment. Curtailment or
Settlement (Amendments to IAS l9) are:

If a plan amendment, curtailment or settlement
occurs. it is now mandatory that the current
service cost and the net interest for the period
after the remeasurement are determined using
the assumptions used for the remeasurement.

In addition, amendments have been included to
clarifl the effect of a plan amendment,
curtailment or settlement on the requirements
regarding the asset ceiling.

(State the impact of the standard ifrelevant to the
entity)

OTHAYA MUKURWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019
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Amcndment/l nterpreta
tion to a standard

I mpact

Company does not have any lease instrument therefore
not applicable.

IFRS l6: l,eases
(lssued l3 January' 2016)

[]fli.ct ir c datc

Applicablc to
annual reporting
periods beginning
on or alier I

January 201 9

IFRIC 23: [Jncertainty
over Income Tax
'l'reatments

(lssued 7 June 20 I 8)

Applicablc to
urnual reporting
periods beginning
on or atier I

Januan, 2019

The interpretation addresses the determination of
taxable protit (tax loss). tax bases. unused tax losses.

unused tax credits and tax rates. when there is
uncertainty over income tax treatments under IAS 12.

It specifi cally considers:

Whether tax treatments should be considered
collectively

Assumptions for taxation authorities'
examinalions

The detemrination ol taxable protit (tax loss).
tax bases, unuscd tax losses, unused tax credits
and tax rates

'l'he eflbct olchanges in lacts and
circumstance

Annual Improvements to
IFRS Standards 2015-
201 8 Cycle
(lssued l2 December
201 8)

Annual periods
beginning on or
aller I January
201 9

Makes amendments to the Ibllowing standards

IFRS 3 and IFRS I I - -fhe 
amendments to

IFRS 3 clarify that whcn an entity obtains
control ofa business that is ajoint operation. it
remeasures previously held interests in that
business. The amendments to IFRS I I clarifo
that when an entity obtains joint control of a

business that is a joint operation, the entity
does not ren)easure previously held interests in
thal business.

IAS 12 - The amendments clarity that the
requirements in the former paragraph 52B (to
recognise the income tax consequences of
dividends where the transactions or events that
generated distributable prolits are recognised)
apply to all income tax consequences of
dividends by moving the paragraph away from
paragraph 52A that only deals with situations
where there are different tax rates for
distributed and undistributcd prolils.

IAS 23 - The amendments clarity that if any

t3
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IFRIC 23: Uncertainty
over Income Tax
Treatments
(lssued 7 June 2018 )

Applicable to
annual repofiing
periods beginning
on or afler I

January 201 9

The interpretation addresses the determination of
ta-rable profit (tax loss). tax bases. unused tax losses,
unused tax credits and tax rales, when there is
uncertainty over income tax treatments under IAS 12.

lt specifically considers:

Whether tax treatments should be considered
collectively

Assumptions for taxation authorities'
examinations

The determination of taxable profit (tax loss),
tax bases, unused tax losses, unused tax credits
and tax rates

The eft'ect ofchanges in facts and

circumstance

OTHAYA MUKURWE-INI WATER SE,RVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30n 2019

t

tl



f

OTHAYA MT]KT,I RWE-INI WATE,R SERVICF],S COM PANY
Annuul Reports and Financial Statomcnts
For the year ended June 30,2019

Amendment/
lnterpretation to N

standard

Effective
datc

lmpacl

Annual Improvements
to IFRS Standards
2014-2016 Cycte
(lssued I December
201 6)

The

amendmen
ts to IFRS
I and IAS
28 are
e f}'ective
for annual
periods
beginning
on or aller
I Januar,v

2019. the
amendmen
l to IFRS
l2 for
annual
periods
beginning
on or after
I .lanuary
201 8

Makcs amendments to the lollowing standards:

IFRS I - Deletes the short-term exemptions in
paragraphs E3-E7 of IFRS l. because they have
now sen'ed their intended purpose

IFRS 12 - Clarifies the scope of the standard by
specifying that the disclosure requirements in the
standard, except for those in paragraphs Bl0-B16,
apply to an entity's interests listed in paragraph 5

that are classified as held lbr sale. as held lbr
distribution or as discontinued operations in
accordance with IFRS 5 Non-current Assets Held
for Sale and Discontinued Operations
IAS 28 - Clarifies that the election to measure at

f'air value through profit or loss an investmenl in an
associate or a joint venture that is held by an entity
that is a venture capital organization, or other
qualilying entity, is available for each inveslment in
an associate or joint venture on an investment-by-
investment basis. upon initial recognition.

ii) New and amended standards and interpretations in issue but not )'et effective in the year
ended 30 .lune 2019

Amend mcnt/l nterpreta
tion to o standard

I,ltTectivc date I rnp:lct

IFRS l6: Leases
(lssued l3 January 2016)

Applicahlc to
annual rcporting
pcriods hcginning
on or alie'r I

.lan uar-r-- 20I 9

C'ompany does not have any lease instrument therefore
not applicable.

ll
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Amendment/
lnterpretstion to a

standard

Effective
date

I mpact

IFRS l5: Revenue
fiom Contracts with
Customers
(lssued 28 May 2014)

Applicable
to an

entity's
first
annual
IFRS
financial
statements
for a
period
beginning
on or atler
I January
2019

The company contracts with ncw customers lbr provision

of water, Sewerage and Exhauster services. Contract is

established under thc follou ing criteria
. Contract for provision of water services becomes

effective upon payment tbr water deposit and

installation ofthe connection at the customer premises.

o Contract for provision olsewer services in Olhaya town
is established upon application by the customer,
payment of necessary lee and connection of the plot to
the company sewer system

. Contract for Exhauster services is established upon
payment ofthe requisite fees by the customer.

Recognition of
Defened Tax Assets
fbr Unrealized Losses
(Amendments to IAS
l2)

(lssued l9 January
201 6)

Effective
for annual
periods
beginning
on or after
I January
201 8

The company does not have debt instruments in the

fbregoing fi nancial year.

Disclosure lnitiative
(Amendments to IAS
7)

(lssued 29 January
201 6)

Efl'ective
for annual
periods
beginning
on or after
I January
201 8

The company did not incur any liabitity under financing
activities.

OTHAYA MI.IKURWE.INI WATER SERVICES COMPANY
Annual Reporls and Financial Statements
For the year ended June 30' 2019
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I

Amendment/
Interpretation to a

standard

Effective
date

I mpact

IFRS 9: Financial
lnstruments
(lssued 24 July 20,l4)

Etlective
Ibr annual
periods
beginning
on or alter
I January
2019

Finalized version of IFRS 9 which contains accounting
requirements lbr financial instruments. replacing IAS 39
Financial Instruments: Recognition and Measuremcnt.
The standard contains requirements in the following areas:
o Classification and measurement. Financial assets are

classified by reference to the business model within
which thel' are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9 introduces
a 'fair value through other comprehensive income'
category for certain debt instruments. F-inancial
liabilities are classified in a similar manner to under
tAS 391 however there are difl'erences in the
requirements applying lo the measuremenl of an entity's
own credit risk.

. lmpairment. The 2014 version ol IFRS 9 introduces an
'expected credit loss' model fbr the measurement of the
impairment of financial assets. so it is no longer
necessary for a credit event to have occurred bctbre a

crqdit loss is recognized
. Hedge accounting. Introduces a new hedge accounting

nrodel that is designed to be more closely aligned with
how entities undertake risk management activities when
hedging tinancial and non-financial risk exposures

. De-recognition. T'he requirements for the de-
recognition of linancial assels and liabilities are carried
lorward fronr IAS 39

. J'he company does not have an1, financial assets in its
llnancial statements. The standard does not apply for
OMWASCO

9



OTHAY.A MI.IKURWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS
T. GENERAL INFORMATION
Othaya Mukurweini Water Services Ltd is established bl,and derives its authority and accountability
f'rom Companies act CAP,186. The entity is wholly owned by the County Govemment of Nyeri and is

domiciled in Kenya. The entity's principal activity is supply of domestic water services and sewerage

to residents of Mukurwe-ini and Nyeri south Sub-Counties.

2. STATEMENT OF COMPLIANCE AND BASIS OF PRI,PARATION
The financial statements have been prepared on a historical cost basis except for the measurement at

re-valued amounts of certain items ol properq-, plant and equipment, markctable securities and

financial instruments at lair value. impaired assets at their estimated recoverable amounts and

acruarially determined liabilities at their present value. The preparation of financial statements in
conformity with lntemational Financial Reporting Standards (IFRS) allows the use of estimates and

assumptions. It also requires management to exercise judgement in the process of applying the entity's
accounting policies. The areas involving a higher degree of judgement or complexity, or where

assumptions and estimates are significant to the financial statements, are disclosed in Note 20.

The financial statements have been prepared and presented in Kenya Shitlings. which is the functional
and reporting currency of the entitl.

The financial 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 yeirs presented.

3. APPLICATION oF- NEW ANI) REVISEI) INTERNATIONAL F'INANCIAL
REPORTTN(; STANDARDS (IFRS)

i) Relevant new standards and amendments to published standards effective for the year
ended 30 .f une 2019 t

8



OTHAYA MTIKT]RWE-INI WATER SERVICI]S COMPANY
Annual Reports and Financial Ststements
For the year ended.lune 30,2019

J. Direct Expenses
a. Lease fee & Regulatory levy; costs associated with lease l'ees are linked to income. The

company budgeted income was not full)'received resulting in reduction on the anticipated
lease costs by l4o/o.

4. Water Supply Operations
a. NRW costs; the conlpany heavily invested in NRW measurement tools. pressure

managcment and melering of DMAs. sublines and customer meters. This led to increased
cosls to the tune ol I 3%.

b. Intake Maintenance: the costs exceeded by l7% caused by, hire olcasuals to maintain the
works. 'I'wo seconded staff posted at the treatmenl works were recalled by the county and
redeployed creating the gap in the treatment works.

I
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For the year ended June 30, 2019

Notes on Budget variances exceeding l07o in Revenue
Other lncomes
a. Disposal of containers
The company had budgeted to raise revenues valued at Kshs 52.800/: but only maraged to 44,77O1=:

this represents a variance of l5%. This was caused by;

Notes on Budget variances exceeding l0% in Expenditure
l. Administration and General Expenses;
a. Motor Vehicle/Cycle Fuel and Lubricants; During the year the company had budgeted fbr
fuel costs for six vehicles but two ofthe vehicles were not used in the year caused by an accident
on one of the vehicles while the other had no sticker. 'I'he company covered this gap by leasing
three motor cycles in the year and this led to reduced costs of fuel in the year and a variance of
15%.
b. Electricity; The Company' olllce costs exceeded the budgeted value by l3% arising from
variances in cost of electricity. During the period the company also added security lighting at head

olllce and Branch resulting in increased consumption.
c. Repairs and Msintensnce Buildings; during the year the company budget ol repairs ol
buildings reduced by 14V..'lhe company had budgeted for repainting of Mukurweini office which
was implemented during construction ol'generator shed.

d. Stationery; the company exceeded the budget by l7%. This was occasioned by printing of
financial statements tbr the year 2017-2018 for presentation during AGM which had not been

provided for in the budget at the time ofpreparing supplementary budget.

e. Compensation for damages; The absorption of costs were under by 44o/o. During the year the

company anticipated claims of compensation due to operational exposure. Only one claim was

raised and settled. The company put in measure 10 act in case of emergency during the rainy
seasons. Further breakdown of pipes during the year were controlled on time by having standby

employees.
f. Corporate Social Responsibility; The company made proposals to install new connections fbr
the poor in response to pro poor activities and as giving back to thc society. The duty lbr
implementation of CSR was tasked to a committee comprising HRM, CRO and TM. Two of the
otficers left in the course ofthe year disrupting the survey and screening process.

g. Legal and Professional Fees: The company had anticipated outcome ofa legal case where the

company was taken to court by Kenya County Govemment Workers [.]nion due to disputes in
updating of staff files. The company pursued for altemative dispute resolution on the matler which
was put under conciliation. While the matter is still in court. the costs associaled were not fully
absorbed.
h. Permit and Licenses; the costs exceeded the budget by l6% due to renewal olCSl (Barcode)

license for bottled water that had no1 been anticipated.
i. Staff Uniform; the cost was not utilised due to high cost quoted by suppliers beyond the

budgeted cost. Purchase was postponed to next financial year.

2. Personnel Costs:
a. Gratuity; the Company management staff left during the year and therefore budgeted gratuity
was not absorbed. 'fhe resulting deficit is I I %.

b. End ofyear party; The Company had planned end ofyear party which was scaled down due to
financial conslraints at the time.

1
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Annual Reports and Financial Strtements
For the year ended June 30' 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

FOR THE PERIOD ENDED 30 JI,]NE 2019

Note: PFM Act section 8112) ii and iv req uires a National Govemment entity to present approprlatlon

accounts showing the status ofeach votc compared with the appropriation for the vote and a statement

explaining any vadations between actual expenditure and the sums voted. IFRS does not requtre

entitles comP lying with IFRS standards to prepare budgetary infomration because most of the entities

that apply IFRS are private elltities that do not malie their budgets publicly available. l{owever, for

public sector entities- the PSASB has considered the requirem ents of the PFM Act. 201 2 which these

slatements comp ly with. the importance that the budgelary infbrmation would provide to the users of

the statements and the lact that thc public entities makc their budgets publicly available and decided

to include this statement under the IFRS compliant financial statements

5

Itenr Original
budget

Adjustments t'inal budget Actual on
comparable

basis

Perfo
rman

ce

differ
ence

2018-20 I 9 201{l-2019 20t ti-2019 201tt-2019 2018-
2019

Kshs Kshs Kshs Kshs Kshs

Revenuc1l t] I 50.872.621 1s0.872"621 139.640.448 -7Yo

Boltli Income 1.568.000 (784.493 ) 783.507 763.305 -3%

Other Incomes 9.3 r 3.800 (3.3s9.000) 5.954.800 5.598.2 t 5 I lo/,

Grants 9.85 r.223 9.851,223

lntercst Income r.020.000 1.020.000 994.169 -30

-l'otal Rcvenucs 162,711,121 (.1,l {3,{93) 168,.182,,l5l 156,8t7,360 6"h

OPT]RATIN(; EXPENSES

Adnrinistration and (ieneral

I:x IISgS

24.352.985 7l 7.100 25.070.285 23.300.060 -9%

Pcrsonnel Costs 70.496.854 (5.71 0,362) 64.786.492 60.097.984 7Vo

Direct Ex I]SES 27 .041.543 (830.000) 26.211.543 23.3t4.787 -9Y.

Water Supply OPeration and

Maintenance

30.535.182 (2.871.145) 27.664.037 28.103.866 -5o/o

Board Er SES 1.808.000 604.000 3.412.000 3.038.300 -llo/o

Total Recunent [:]x enditure 155,2-1{,56-l (8,0e0,207) t.17,l {{,357 137,855,017 -60h

Nct Su lus Dclicit 7,5-19,857 -1.9{(r,71{ 2l ,3.17,794 18,992,363 -l lo/o

()ther Bud etcd Ex nditure
1'ax vlst()n 1.300.000 1.300.000 396.1 83 -700

ADB Loan Provision 12.000.000 12.000.000 10.000.000 -17%

('a ital Costs 4. r I 5.000 (2.63s.000) 1.480.000 l .451.585 l
Total Non-rccurrcnt
lir cnditure

17,115,000 (2,6-15,000) I {.780,000 I I,8{7,7611 -20,%



OTHAYA MTIKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30' 2019

STATEMENT OF CASH FLOWS
Note 20l9 2018

Kshs Kshs

CASH FLOWS FROM OPERATING
ACTIVITIES

Net su lus/[,oss for thc tar I 7.998.1 7,+ 8.I 30.644

Adjustment for:
reclatron 17 4.907.537 5.777.725

Amortization I8 377.000 377.000

Provisions ior bad debts 20(a) l.0l6.ll5 1.942.652

Other Provisions 26 1.265.780 934.tr51

Amortisation ot'ca ita I tS 37 (e.8s 1.223) (e.8s 1.223)

I'rovisions Confirmed and Paid 26 ( 1.3e8.85 r)

Operating surplus before working capital l.l,-i t.t,73l 7,31 I,650

Increase in trade and rcceivables 20 (a) (5.08 r ,574) (9.713.262)

Increase other receivables 20 (b) (-1.989.196) (2.830.149)

lncrease in inventories 19 (2.2t0,702) (4s6.21s)

lncrease in consumer de rts -1 2.4?.7.000 1.2 7 7.5(X)

lncrease in creditors 7.637.863 I 6. 107.934

Net (lash flows from operating activities 13,098,r 22 12,697,158

CAS}I FLOW FROM FINANCIN(; ACTIVITIT]S
Interest Inconre l4 994.16e 833.073

Net cash florvs from financing actit'ities 99.1,169 8-j3.07-l

('ASH FLOW FRoM !NVT]STIN(; ACTIVITII,]S
Purchase of assets t7 ( r .451 .585) 833.073

( l,-l5r ,51i5) ( I,5r,1,520)

Net cash flous from investi

Net increase (decrease) in cash and cash equivalenls 12.640.706 12.0t6.01 I

Cash and Cash equivalents at the beginning 25.669.225 l 3.653.21 4

C]ASH AND CASH EQTIIVALENTS AT ENI) -18,-109,9.11 25,669,225

t

.l

24

act iv it ies



OTHAYA MUKTIRWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019

S'I'ATEMt]N'I'oF (:HANGES IN E T'ITY

Rctained ea rnings Total

At Julv l, 2017
135.430.s32 13s.430.532

Surplus lor the year 8.71 3.795 8.71 3.795

At June -10.201t| r{{,t{.t327 l{{,r,{{327,4

144.144.329 144.t44.329At.luly l,2018

lus fbr theS ear I 8.596.1 59 I 8.596, r 5e

At June -10,2019 162,7{0,488 162,7{0.t8tt

I
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STATT]MENT OF FINANCIAL POSITION
Notc 2019 2018

Kshs Kshs

NON CT,IRRE,NT ASSETS
Plant Property and Equipment l7 22.176.307 25.632,259

lntangible I8 3 77.000
-I'0TAI, NoN ('I.IRRENT ASSIiI'S 22,176,3117 26,009,259

('tIRRENT ASSETS
Inventories l9 7.003.71I 4.793.009

Trade & Other Receivables 20 18e.577.057 I n r .-s22.602

Short term Deposits 2t 2(\.471.909 I 8.378.221
('ash and Bank Balances 22 r7.838.022 7 .291.004

TOTAL CI-IRREN'T ASSE'I'S 2-1{,890.'699 2l l,9tt{,836
(]t IRIIF],NT t,IABII,ITIES
Consumer d SItS l3 20.471 .583 18.044.583

Creditors. Prepayments and Accruals l-+ 68.850.6-s2 61.212.789

Provision fbr Tax l5 646.105 249.922

Other Provisions l6 1.265.780 l .398.85 I

Det'erred income (Current) 27 3,092.397 9.851.223

TOTAI- CI.IRRENT LIABII,ITIES 9{,326,518 90,7s7368

NI,tT ( l l{l{1.:\1'Assl,lTs I {0,56.1,1til 121,227,16t1

'TOTAL ASSD'TS t 62,7.10,{lt8 147,236,726

l inanced
NON CI.]RRENT LIAIIILITIE,S
Deferred income )7 3.092.397

-1,092,397

Equity & Rcscn'es
Revenue Resenes r62.740.488 144,141.329

162,7{0,.llttt I "t-t,t.t{,-129

ACCTIMT]LATED FTJNDS 162,7{0,{lrti 117,236,726

The financial statements w'ere approved by the Board on August 9, 2019 and signed on its behallby:

t

Managing Director
Name: S1'mon M Munene

Commercial Manager
Name: Peter N (lakuru

ICPAK M/NO: 12592

Board Chairman
Name: Arthur (i Mukira

')

Assrts



O'I'HAYA MUKI.IRWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statemcnts
For the year endcd Junc 30, 2019

s'I'A'tEl\luN'l'oF' PRo[-tT ANI) LOSS ANI) OTlil]R ('()N{pRIaltLNS|VE tN('OME

Note 2019
Kshs Ks hs

20I ft/201 9 21il7t2[|Ltl
Ks hs Kshs

l\( ( )\t l. \ otcs
Opcrating llevenuc 6 t40.403.753 120.696.9U6
Other Operating lncome 7 5.5e8.215 _s..+71.300

Grant Income 8 9.851 .223 r0.8r3.2|0
Total incomc I 55,85-1, l9 I I16,981 ,-196
0PI,]IIAI'I \(; I,\PENSI:S
Adnrinistration and Genr'ral Expcnses 9 23...1(X).060 ll.l 74.060
I)crsonnel ( osts l0 60.097.98.+ 60.672.t57

ll 13...i l4.7tJ7 25.477.749
Water Suppll' Operation and Maintenance l2 2tt. 103.886 t7.257.88-s
Board Expenses l3 3.0.'i8.300 2.269.000
Total Operating l)xpenscs

(i ross O ratin I ncomc 17,998,1 7J 8, t30,6{{

Financc lncomc
lntcrest lncorne I.+ 99il.l 69 {t3 3.073

99{,I 69 It-r3,07-1

Su rplus before Taration t 8,992,3J2 8,963,716

Provi sion tirr -l'axation
396.1 83 249.922

Net surplus after Taxation I n,596,I 59 8,7 t3,795

f

Page I

20ttr

I Dircct Expenses

I ___ r37,8ss,0r7 i. 128,8s0.8s2 
I
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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 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 Company's ability to continue as a going concern. lf lconclude 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 audlt evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Company to cease as a going concern.

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

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

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

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

Nanc a u

Report of the Audilor-General on Othaya Mukurweini Watet Serl)ices Company Limited for the year ended
30 June, 2019
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AUDITOR-GENERAL

Nairobi

19 August, 2021



in compliance with the authorities which govern them, and that public resourq€s are
applied in an effective way.

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the entity monitors compliance with relevant legislative
and regulatory requirements, ensuring that effective processes and systems are in place
to address key roles and responsibilities in relation to governance and risk management,
and ensuring the adequacy and effectiveness of the control environment.

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.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the 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.

Report of the Auditor-General on Othaya Mukurweini llater Services Company Limited for the year ended
30 June, 2019
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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.



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, Iconfirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governan@ were not effective.

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REOUIREMENTS

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

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

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

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

Responsibilities of Management 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 the
requirements of the Kenyan Companies Act, 2015 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 assessment of the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
ability of the Company 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 the intention to liquidate the Company or to cease operations.

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

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

Report o/ the Auditor-General on Othaya Mukutweini Water Services Company Linited for the year ended
30 June, 2019
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1.0 Non - Revenue Water

During the year under review, the Company produced 5,136,950 cubic meters (M3) of
water but only billed 2,663,871 M3. The balance amounting to 2,473,079 M3 or
approximately 48% of the total volume of water produced, denoted Non-Revenue Water
(NRW). The NRW was twenty-three (23) percentage points above the allowable
threshold of 25% set in the guidelines issued by the Water Services Regulatory Board
(WASREB). The NRW may have resulted in loss of water sales estimated at
Kshs.136,089,836 at the average billing price for the year under review. No satisfactory
explanation has been provided for the big loss which suggests that the Company's water
distribution system is inefficient or the water put into the system is not properly accounted
for, or both.

The significant level of NRW has eroded the Company's profitability and is a major risk
in its ability to sustain operations.

2.0 Unremitted Lease Fees

Report of the Auditor-General on Othaya Mukurweini Water Services Company Limited for the year ended
30 June, 2019
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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 nlct been
applied lawfully and in an effective way.

Basis for Conclusion

The financial records submitted for audit indicated creditors, prepayments and accruals
balance totalling Kshs.68,850,652 as at 30 June, 2019. lncluded in the balance were
lease fees totaling Kshs.44,414,700 owed to Tana Water Services Board comprised of
sums amounting to Kshs.15,437,017, Kshs.10,362,260, Kshs.10,463,755 and
Kshs.8,151 ,668 for the financial years 201512016,201612017 ,201712018 and 2018/201 9
respectively.

The failure to pay lease fees contravenes Section 104(1) of the Water Act, 2002. Further,
as previously reported, the unpaid lease fees were deposited in a special account by the
Company as instructed by the County Government of Nyeri. However, the action is not
supported by any legislation and further, the purpose of the deposits has not been
explained.

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.



balance, that had been outstanding for more than three months as at 30 June, 2019. ln
spiie of the uncertain recoverability of the long outstanding debts, the provision for bad
and doubtful debts made by Management amounted to Kshs.45,057,911 resulting in the
net trade and receivable balance totalling Kshs.189,577,057 reflected in the statement of
financial statement position as at 30 June, 2019. The provision for bad and doubtful debts
amounting to Kshs.45,057,91 'l appears inadequate when matched with the long
outstanding debts totalling Kshs. 1 95,338,975.

As a result, recoverability of trade and other receivables balance totalling
Kshs.225,289,553 as at 30 June, 2019 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Othaya Mukurweini Water Services 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. The other information comprises
the report of directors as required by the Companies Act, 2015, and the statement of the
directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

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

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

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 Lawfulness

Report of the Auditor-General on Othayo Mukurweini lloter Services Company Linited lu the year ended
30 June, 2019
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REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Othaya Mukuruveini Water
Services Company Limited set out on pages 1 to 49, which comprise the statement of
financial position as at 30 June, 2019, and the statement of profit and loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
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 PublicAuditAct, 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 Othaya Mukurweini Water Services Company Limited
as at 30 June, 2019, and of its financial performance and its cash flows for the year then
ended, in accordance wilh lnternational Financial Reporting Standards and comply with
the Companies Act, 2015 and Water Act, 2016.

Basis for Qualified Opinion

1. Unconfirmed Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment totalling
Kshs.22,176,307 as at 30 June, 2019. However, the fixed assets register has omitted
important information on the assets including the serial numbers and location,
accumulated depreciation and estimated values of fully depreciated assets. ln addition,
the fixed assets were not tagged for ease of identification and tracking.

ln vlew of the foregoing, the accuracy and completeness as well as secure custody of the
property, plant and equipment balance totaling Kshs.22,176,307 as at 30 June, 2019
could not be confirmed.

2. Doubtful Trade Receivables

Note 20 to the financial statements reflects gross trade receivables totalling
Kshs.225,289,553 which includesdebtstotalling Kshs.195,338,975,or 87o/o of thetotal

Report of the Auditor-Ceneral on Othaya Mukurweini llater Services Company Liniled lor lhe year ended

30 June, 2019
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REPORT OF THE INDE,PENDENT AI,JDITORS ON OTHAYA MUKURWEINI WATER
SERVICES COMPANY
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OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30, 2019
STATEMENT OF DIRECTORS' RESPONSIBILITIES
Section 8l of the Public Finance Management Act, 2012 require the Directors to prepare financial
statements in respect olthat entity. which give a lrue and fhir view ol'the state of afTairs of the entity
at the end olthe financial year/period ard thc operating results ofthe entity for that year/period. l'he
Directors are also required to ensure that the cntity keeps proper accounting records which disclose
with reasonable accuracy the tlnancial position ol the entity. 'Ihe Directors are also responsible for
safc'guarding thc assels of the entity.

The Directors are responsible tbr the preparation and presentation of the entity's financial statements.
which give a true and fair view oi the state of atlairs of the entity for and as at the end olthe hnancial
year (period) ended on June 30. 2019. This responsibility includes:

(i) maintaining adequate financial management arrangements and ensuring that these continue to
be eflective throughout the reporting periodl

(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any timc
the financial position ofthe entity;

(iii)designing, implementing and maintaining intemal controls relevant to the preparation and fair
presenlation of the financial statements, and ensuring that they are free liom material
misstatements. whether due to error or fraud:

(iv) saleguarding the assets of the entity;
(v) selecting and applying appropriate accounting policies; and
(vi)Making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility tbr the entily's financial statements. which have been prepared using
appnrpriate accounting policies supported by reasonable and prudent judgements and estimates, in
conlbrmity with Intcmational Financial Reporting Standards (IFRS), and in the manner required by the
PFM Act. 2012. l-he Directors are of the opinion that the entity's financial statements give a true and
fair view of the state of entitl"'s transactions during the financial year ended June 30. 2019, and of the
entity's financial position as at that date. l'he Directors further confirm the conrpleteness of the
accounting records maintained lbr the entity. rvhich have heen relied upon in the preparation of thc
entiry's financial slatements as well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention ol the Directors to indicate that the entity will not remain a going
concem for at leasl the next twelve months from the date of this statement.I Approl'al of the financial statements

The entity's financial statements were approved by the Board on August 9.2019 and sigrred on its
behalfby:

llou rrl ( hairman Managing I) 0r
6\L
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OTHAYA MUKURWE.INI WATER SERVICES COMPANY
Annuai Reports and Financial Statements
For the year endcd June 30, 2019

REPORT OF THE DIRECTORS
'l'he Directors submit their report together with the audited financial statements for the year ended

June 30,2019, which show the slate of the entity's alfairs.

Principal activities
'fhe principal activity of the entity is to provide clean and waste water services to residents ol
Mukurwe-ini and Nyeri south Sub-Counties.

Results
The results of the entity fbr the year ended June 30, 2019 are set out on page I . Below is summary of
the profit or loss made during the year.

Dividends
The company is limited by guarantee and does not recommend payment ofdividends lor the financial
year ended June 30, 2019.

Directors
The members of the Board of Directors who sen'ed during the year are shown on page ii. In
accordance with Regulation 42(b) of the entity's Articles of Association. Mr Ephantus M. Gichohi

retire by rotation. He was not eligible for re-election.

Auditors
The Auditor Ceneral is responsible for the statutory audit of Othaya Mukurweini Water Services ltd

in accordance with Article 229 of the Constitution olKenya and the Public Audit Act 2015.

Bv C)rder of the Board

(;tKt AN MPANY 1
2 ilg tT(1 '

t)A't'll
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OTHAYA MUKT]RWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30,2019
'l'he company paid bills 1br custonrcrs who needed water restored due to econonric constraints ,rising
fiom sickness in the lamily under C'SR amounting to Kshs24,500 lor the financial year then.ended.

'l'he company constructed a toilet for one customer in line with provision ofclean sanitation valued at
Kshs 23.840. The conrpany participated in rhe December 201 8 Christrnas rree lighring.

rc6 Toilet constructcd for customer

During the year the company issued l0 cartons of bottled water to Othaya mosque valued at Kshs
3,800 during Ramathan month.

xx\'l
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Figure 5; Chairman Planting Tree 8t the Ponds
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OTHAYA MTJKURWE-INI WATER SERVICES COMPANY
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Figure l; Trec Planting at Njigari in the forest

l Figure 2; Staff tree planting exercise at sewer
treatment ponds

Figure J: Tree plantirg in forest
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OTHAYA MUKURWE.INI WATER SERVICES COMPANY
Annualheports and Financial Statements
For the 1'ear ended June 30, 2019

CORPORATE SOCIAL RESPONSIBILITY STATEMENT
The company participaled in CSR by consideration of the Sustainable Development Goal No.6
adopted in the lrnited Nations Assembly in September. 2015. which has been enshrined in the 2018-
2022 strategic plan of the company.
Environment Conservation; 'fhe Company also invested in oonstruction of a tree nursery. The
company plan is to ensure the catchment areas are reforested and institutions in the area of
distribution also receive tree seedlings. During the year the company raised for planting 6.890
seedlings which were planted and issued to schools and stakeholders. The company planted a total of
3.000 tress at Nj igari F'orest. 1200 were issued to schools. and the company planted 350 trees in its
premises and 800 given to stakeholders to plant in their homes.

The figure below represents company nurseries before transplanting.

t
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For the year ended June 30' 2019

raised a supplementary budget to catcr fbr Incomes not receivable, Paymenls over/under exfienditure'

ifr" t"f f"*iitg items failed to meet the threshold even after careful consideration'

f

Perfor
mance
differc

nce

Actual on
comparabl

e basis

t-inal budgctAdjustments()riginal
budgct

Itenr

20t8-
2019

201lt-201920 t 8-20192018-201920l8-2019

KshsKshsKshsKshsKshs 10/-
139.640.448l 50.872.621l 50.872.621Rcvc'nuc'eral in I lo/o5.598.21 5s.e54.8003.359.0009.3 t 3.800Other Incomes -3o/o763.305783.5077tt4 4911.56tt.000ltlc()lllcBottlin -3o/o994.1 691.020.0001.020.000lntcrest Inconrc I u5l .2219.851.223

Grant
| 6tt {82 l5l4,1{3 .193162 771,121Total llevenucs

oPL RATING EXPE,NSES -9o/'23.300.06025.070.2857l 7.30024.352.985Administration and General

Ex 5 10/60.097.98464.786.492( 5.710.362)70.496.854Personnel C-'osts
-go23.3 14.78726.211.543( 830.000)2'7 "041,543Direct Ex scs
2%28.103,88627.664.037(2.871 .145)30.535,182Water SupplY OPeration and

Maintenance -l lo/o3.038.3003.412.000604.0002.tt08.000IlSCSBoard Ex

.6,%137 ri55 l17t17 l{l5 J3{Ex diture
Total Recurrent

-tl'v,'18,992,36-iJ.9J6,71 {7,5-19,857Nct Su lus I)cficit

Othcr Bud ed I'\ e nditure
-70%3e6.1 831.300.0001.300,000l o\'l sl()11'l'ax
-17"10.000.00012.000.00012.000.000ADll Loan Provision

0o/o1.475.8271.480.000( 2.635.000)4.1 15.000('a ital Costs
-21t',1,I I,872,010l {,7fto,000(2,6.15,000)l 7,{ r 5,000

Er cnditurc
Total Non-rccurrcnt

x\l I

t 56.847,360

(n,0e0.'207)
21,337 ,794



RISK FACTOR LEVEL
OF
RISK

M II'IGATI()N M T.]AS(I RT]No.

Not using riding
gear

tligh . Construct staff storage cabinets
o To follow traffic rules
o Training of riders
o Provide helmets
o Allocation ol Motor bikes to individual riders

(xiv)

Mediunr o Team Building
. Waming letters
o Use of Disciplinary procedures
o Evalualion of pertbrmance

(xv) Indiscipline

o Enhancecommunication
. Regular open statT meetings
o Cultivate the good culture

(xvi) C onrnrunicalion
breakdo',vn

lligh

Mediunr Set the pcrlbrmance targetsa(xvii) Evaluation risks
o Antivirus, restricted administration rights
Remote back up

Virus, hacking,
cybercrime

I'ligh(xviii)

Med ium o Install ('C''l V
o Insure olllcc
o Fencing ol'olllces

(xix) Burglary of offices

Mediurn o lnsurance
o lnstall fire extinguishers.

Hydrants
r Smoke deteclors
. Trap doors

$'ater Bowsers &
(xx ) Fire out brcak

Legal and
compliance risk

I Iigh o Compliance
o Hire Lawyer

(xxi)

OTHAYA MUKTIRWE.INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
F or thc ear endcd .lune -i0 2019

e) Material arrears in strtutory and other financial obligations'
The company being in the water sector operales under legal framervork guided by the Constitution.
water act 2002. Water act 2016. WASREB guidelines. and the company MOA. AOA and policies
developed and adopted by the company in its operations. During the financial year the company

evaluated itself in regards to various areas of operations and realised the following areas on under-
performance as per the table below;
a. Expired License; the company operating license has expired and the company took steps to apply

lbr a new license with WASREB/. As at the close of the year, the company was looking for
finances to pay for the performance guarantee. This is a new condition effected prior to issue of
the license.

b. MOA and AOA; the board evaluated its MOA and AOA with a view to align it with the

constitution, Water act 20,l 5, PPOA, and PFM Act.
C. Policies; The company evaluated its Procurement policy. Metering Policy and debt management

policy and made sleps to strengthen the policies in line with best practice.

d. Budget deficiencies; the conlpany evaluates itself in financial performance in line with the

approved budget and make corrective measures for under/over budgets. During the year the company

1
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No. NIITIGAI'ION i\,IEAST-:RE

( iii)

RISK FACI'OR

u ith llighConsumers
huge dchts

LI'VI]L
OF
RISK

. Negotiate with customers on payment modalities
o 'l'imely disconnection of delaulters to manag,e

accumulalion of debts
. Engage debt collectors
. [-isting of defaulters with Credit Reference

Bureau
. l,iaison with other agencies e.g. Nyeri County

Government. Lands Board
a I)ebt ti

( iv) I-andslides/
mudslide

Mcdir.rm

a

'a

a

a

Reroute pipelines
Anchoring
Change ol pipe materials
Installing of Pressure Reducing Valves
I inrcl rc ir of leaks

(v) Wildlile menace l.orv
a Reroute lines

Iingagc KWS

(\i) Destructive land
use practices in
water catchment
areas

I Iig lt o Rehabilitation of catchment areas
o Public awareness
o Liaising with the KFS to planr trees

(rii) ('onf lict over the
cornpcting uses ()l'
the watcr resourccs

Itigh o Conduct public awareness
o Engage- Waler Resources Management Authority

(viii) Climate Change Bui ld storage t'acilities
Participation in Conservation ol the environment

a Creatc ublic awareness
(ix) Corruption

IIigh

IIigh . Cood corporate govemance
r Building. strong elhical practices
r Enlirrce/ invoke the law

(x) Irrigation,
boreholes and wells

lligh o Creation of public awareness
r Provision of reliable treated water su I

(xi) Qualitl risk mcdiurn Specilication
Reporting & Inspections
Monitori

(xii) Salety of valves
installations

Mcdiurtr Secure' thc valves by cementing.
Sensitize lhe community on tlte need ol'
ourcrshi

(xiii) Non-delivery
goods risk

ol' r Enhance inspection committee
o Fill the bin card immediatelv afler issue and

delivery of items

I-ou'

en)Storcs rrrana cnlent

xx
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OTHAYA MUKURWE-INI WATER SERVICES COMPANY
Annual Reports and Financial Statements
For the year ended June 30,2019
c) Entity's compliance with statutory requirements,
The company ensures compliance with statutory requirements:

r Board Representstion; The company elects board through stalieholder representing various
interest groups in the area of operations. As a policJ' women. youth and persons with
disability are encouraged to apply. The company has three women directors two elected duly
and one appointed by the county-.

r Water Quality; the company undertakes continuous quality checks on the water being
supplied to ensure it meets qualilv tests. '[he effluent is also checked to ensure adherence
with the set standards.

o Qualification of management; the company management are appointed on merit basis to
ensure they meet the nrinimum standards for the company.

o Tax and VAT compliance; I'he company files the VAT retums on a monthl) basis, in
addition the company is an appointed agent fbr Withholding VA'l' consequently all vatable
invoices are withheld and remitted to KRA by the 20'h day of the month lbllowing the
withholding, and pays PAYE on time. The company files all retums on an annual basis and
pay taxes whenever due.

o Compliance with other strtutory requirements; the company complies with the regulatory
requirements in operations. The company reports on a quarterly basis the incomes and

expenses with budget comparative to the treasury. the county government MNE reports. The
servicc provision agreement fbr the company expired in December 2017 and the management
prepared the new SPA and submitted the document in May 2018 to WASREB through the
Countv Govemment of Nyeri.

d) Major risks facing the organisation; the following matrix represents the risks facing the
company and the mitigating factors.

No. RISK FAC]TOR LEVEL
OF
RISK

NIITI(;ATI()N IlI EASTIRE

(i) Inadequate
resources

IIigh Efficiency in resource utilization through Proper
annual work plans & budgets
Documentation and reporting on resource
utilization
Enhance Public Private Partnership (PPP) to
support capacity building, technical assistance
and exchange programs
Increase generation and collection efficiency

(i i) Stall- tumover Mediunr o Build Capacity
o Enhance stafT incentive programs
. Improvement working environment

t
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Annual Reports and Financial Statements
For thc car ended ,lune 30,2019

h roK ects or investments dccisi<ln im lcmented or on tn

I

Statu sNo Rcsolution
I Reduce NRW to 50% by December 2019

year.
T'he management invested in -PRVs. Air
valves. line replacements and Creation of
DMAs and Sub DMAs.
Metering of t'lat connections, meter
relocations and disconnection ol inactive
connections from the main.
Replacement of high loss lines.

a

1 The approval of procurement policy.
metering policy and debt management
policy.

Thc conrpany aligncd opcrations with thc
approved policies.

J ADB loan repayment. The management to
make s standing order for Kshs I Million as

iurangement to accrue ADB loan
repayment.

A total of Kshs l0 Million set aside
against a target of l2 Million.

N() Pro.iecls/Proposals Status
I Kangurwe - Ithanji: this was an OMWASCO tunded 2.8 km x I l0

mm dia HDPE pipeline. It connect water supply betwecn Kangurwe
and Ithanji tan-k of Mukurwcini.

It completed
and operalional.

') Gichecheni-Ngoru 225mm dia. augmentation pipeline 7km County
Govemment of Nyeri lunded pipeline project. It augments water to
Ngoru tank.

'fhe project was
completed this
early this year.

Ngoru-'l'hangathi 160 mm dia uPVC pipeline, This is a 9km County
Govemment funded pipeline project. It augments water to Thangathi
tank.

The projecl was
completed this
early this year.

a

.l Gichecheni- Karundu 225 mm dia uPVC pipeline
'fhis a l5 Km TWSB lunded project. 90% of pipe laying is complete.
Remaining works are conncctions a1 both tanks. joining few sections
of the pipelinc installation ofvalves and testing.

Work
progress

Itl

Karundu- Ngamwa 160 mm pipeline
l'his is a lOkm County Covernment of funded project to augment
water to Kaini areas and beyond

Work
progrcss

IIl

5 Giathugu tank: The tank was funded by The county Govemnrent of
Nyer to augment water in Mutonga

Completed and ln
use

l Kaharo- Karuithi 225 mm dia. uPVC pipeline.
This is a 4.8km County Govemment f'unded project to augment water
to Kairuthi tank. This is to enable to have adequate water supply to
the newly built Othaya Rel'enal llospital

Ongoing

xvllt



2016/2017 129.086.454 I19.H7.612 210.874.11l

201 5/201 6 il 4.080.335 98.491 .032 210.303.007

2014t20t5 92.767.369 76.3 I 3.014 194.7t3.704

OTHAYA MT]KT]RWE-INI WATER SERVICES COMPANY
Annual Rcports and Financial Statemcnts
For the car ended Junc -30 2019

250,

2(x),ooo,

rso,o00,oo0

roo,oo0,0{r0

50,@,0o0

0

812018/2019

a'2Ot7l2Ot
I

O,2ot6lzot
7

El'2ors/201
5

ToralEilling Total Revenue collectioh

Note

The measurable Key indicators are indicated by the table below

Outstanding debts

t

The matrix below shows key resolutions made by the board adopted and implemented by the
managemenl in the financial yeal

lndicator Target ( ompany Position

Water quality 95% 82o/o

Non-Revenue w'ater 20o/o 57o/o

Water Coverage 900A 110/

FIour ol supply l7-24 hrs 23HRS

Staff productivity i I 000 connection <-5 (r

Personnel Expenditure zrs percentage of
o&M

<20o/o 51%

Revenue Collection eUiciency >95o/o 92o/o

O&McostRecovery >150% to5%

Metering Ratio lO0o/o 890
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OTHAYA MUKI.]RWE-INI WATER SERVICES COMPANY
Annual Repofis and Financial Statements
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MANAGEMENT DISCUSSION AND ANALYSIS
I am pleased to present the 201 8/201 9 linancial report fbr Othaya Mukurweini Water Services
Company. This reports highlights various operational. F-inancial and key matters that relate to the
company.
a) Operational and financial performance
1'he company during the year implemented various board resolutions aimed at improving the
performance of the company.

Financial performance; the companv perfbrmance has heen growing over the years as indicated:
Growth in customer over thc lour car riod

I

30,000

25,000

20,000

15,000

10,000

5,000

0
Registered Active lnactive Metered Flat rate

connectionsonnectionconnecton active connection

connection

o2o17l2018aL D1 tr1

Revenuel The billing. and revenue collection flor the years have been on a rising trend as indicaled
hereunder. However the debts have also increased although with a small margin of aborsl 2.5o/o.

Company makes provisions lor debls not recoverable at the rate of2070.

Ycar Registered
connections

Active
connection

lnactive
connection

Metered active
conneclion

Flat rate
connection

201 8/ 201 e 30.750 19.383 I 1.638 16.360 1.000

2017t2018 29.723 17.470 12.253 t5.229 I .421

201620t7 28.t72 l-s.881 I 2.291 t2,799 j.082
201 -s/201 6 25.978 t4,265 I1.713 l 1.054 3.21 l
l0I.1,l0I5 25.095 13.05e 12.036 9.822 3.237

T
Tt rttI II

Ycar 'total Billing Total Revenue collection Outstanding dehts

20 t 8/201 9 l 5 5.85 3.1 9l t42.477.121 225.289.553

l0l 7/t0l 8 I 36.981 .195

\\ I

I 19.486.844 220.207.979
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b) To implement appropriate Asset Management Techniques
c) To develop an Asset Managenrent Plan and Procedures in accordance with requirements in the

SPA.
d) To manage the assets in an economical. eficient and sustainable manner.

e) To foresee any improvements and demands of water serv'ices within the area.

0 To connect, disconnect and re-connect and charge for water services to the consumers

In this regard we are committed to best practice and continuously seek to promote best corporate

govemance practice.

lnduction and training. board and member performaace. the company board is inducted on the various

matters ol importance with the board. During the year the board was taken through corporate

govemance that covered the following topics; corporate govemance. role of the board and

management. The board had an opportunity to benchmark with Nakuru Rural Water and Nyahururu
water on key strategic areas of operations in the year. The board further undertakes an annual self-

evaluation of the members and reports to WASREB on the board performance.

Conflict of interest; the board of directors is cognisant of the requirement to be liee from any interest

and where there is real or perceived interest, the board members are obligated to declare the interest.

The board has opened a register of interest to record any member interest at the agenda tabled in

committee and board meeting. During the financial year ended June 30, 2019 there was no interest

admitted in any of the committee or the board.

Boald remuneration, the company operates in a regulated sector. The cost attribuled to the board is

capped to 2o/o of the O&M costs. During the year the board costs for the various engagement with the

stakeholders amount to Kshs 3.632.300 which is 2.630/o of the 0&M costs. fhe board will continue to

run within the costs associated 10 the company.

Ethics and conduct: The Board has identilled intemal and extemal stakeholders on which they agree

in policy on how to relate to them especially relation to appointing the Directors and monitoring the

perlormance of the company. t
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CORPORATE GOVERNANCE STATEMENT
OMWASCO is committed to operating under a clear govemance fiamework and strongly adheres to
sound management and control practices.
OMWASCO is committed 1o ensuring compliancc with the provisions of the rvater Acr 2016 and the
Service Provision Agreement signed with by Tana Water Services Board among olher regulatory and
supervisory corporate govemance requircments.

I

Company performance
The board shall ensure that:
l. 'l he company adheres to minimum service level guarantee in the Service Provision Agreement and
produces quarterly reports on those indicators
2. The company issues a perlbrmance guarantee as advised hy WASREB to ensure that the specified
risks are covered.
3. The company issues a performance evaluation report to its shareholders and stakeholders at the end
of year.
OMWASCO has continued to implement corporate govemance guidelines. Govemance is
implemented through three board comnrittee that meet on quarterly basis to deliberate and give
guidance on the elrective implementation of the company vision. mission and goals.
During the year the board of the company schetluled and met flve times to d"lib.rut. and make
resolutions on general business ofthe board. The board had additional meetings on neetl arise basis to
discuss. resolve and implemenl key agendas that would nol have been implJmented in the ordinary
husiness of the company as follows; Nyeri County PAC invitation. Govemor's invitation. Board tour-
water facilities, Board meeting Nyeri county Gov't, MD shortlisting, MD interviews, TM inlerviews,
HRAM Interview. Memorandum and A(icles Review. AGM preparation

Succession planningl during the financial year the board in exercise olits mandate recognises the role
of a stable company in the achievement of the strategic goals of the company. To effectively plan and
execute a seamless implementation of the board mandate. the board in the financial year implimenred
a number of measures including: during the year the company faced an exit ol key management staff
including HRAM in search ofgreener pastures and Technical manager due to performance issues.

'fhe company has implemented the board charter, which defines the roles of the board. The board
undertakes an annual evaluation of the board perfbrmance in line with the Charter and realigns irself
to meet its mandate.
'fhe company ntettlorattdum and articles of association have defined the process of appointment and
removal of directors. The MOA and AOA recognises the role of stakeholdeis in effective
appointment and retire of directors. As a policy the company recognises the need lor gender balance
in appointment of board. The company undenook a review of the MOe and AOA to aiign it with the
c'hanges of the company acl 2015 and water act 2016. This is stressed in the advertisem'enl & filling
the position of the board of directors where women and persons with disability are encouraged to
applv.
Roles and functions olthe board.
The Board has ensured thal proper management structures that maintain integrity, reputation and
responsibility are place.
Our key mandate is:
a) To maintain the assers in serviceable conditions according to good utility practice.

xtY
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Githagara. Gichecheni and Kanunga tanks. Gatura tank at Kanunga zone has been re-

comnrissioned to act as a BPT.

Revenue collection; out the 18,000 billed customers only about 10,000 customers w'ho tum out to
pay. This allects the company cash flows and its financial commitments and accumulated debts.

Senicing the ADB loan; from 20'12 to 2014 the company 
-Ireatment 

works. main distribution
lines were improved through ADB loan. The loan repayment is due fbr repayment but the company
is unable to service the loan due to low customers' repayment.

Dormant accounts; There are about 12.000 inactive customers in our books which add up to 30%
of the company lotal account. The company has made steps to revive them and also increase the

connections to more than 35,000 to elevate the company to a very large category as a policy.

s\ \to\ NTi\I,
MANi\(llN(l l)lRU(-TOR

1
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REPORT OF THE MANAGING DIRECTOR
The Chairman. BOD. Stakeholders and members of stafl it with great pleasure that I present a report
on the company performance fbr the year ended June 30. 2019. I thank the almighty God for enabling
us to walk through the year with a success. I also thank the entire stakeholders for the unrelenling
suppo( that has ensured a smooth running olthe company.
The tbllowing information relates 1o the company perlbrmance in the year and key milestones
achieved.

Proposals for funding; the company has prepared and submilted two proposals. One proposal of
about Kshs.l4l million is a Perlbrmance Based Finance (PBF). It was submitted to the World
Bank through WASREB. The other one is on Aid on Delivery (AOD) was submitted to WSTF.
Both are commercially financed proposals where the company will get commercial loan fionr
flnancial institutions at commercial interest rate. The proposals are at an advanced stage of
evaluation and are ainring to;

o Rehabilitate the weaker section of pipe networks especially at both Othaya and

Mukurweini town.
o Water supply treatment facility at Kihari of Gatango -Muranga.
r Sewer extensions at Othaya town and completion of Cakindu Public sanitation facility.

GIS data collection exercisei thc company is developing a CIS as system lo ease the service
delivery. The system will enable to the company to know what the operation tcchnicians are doing
on daily basis. 

-fhe 
customers will be easily traced through map navigators thus used for meter

reading disconnecti()n and reconnections.
Bottling plant; The Company has installed a commercial bottling plant at Chinga TiW with a

production capacity of 2000lihr. The plant is ready with all the approvals and requirements from
various bodies.
Technology; the company has been using various technologies for efficiency in service delivery.
i, Meter reading software
1-he company has adopted the sof'lware tbr meter reading where meters are read and photograph
taken and submitted in real time to billing system which generates the bills. The bill are dispatched

through SMS tbr individuals and emails for leaming institulions.
ii. Electronic bill payment platforms
M-pesa payment with pay bill No 968200 and Equity Bank eazzl' pay No 440440 we will
cncourage the customers to embraces the eleclronic payment because sooner or later we shall
eliminate the cash payment
iii. Maji-Voice
1'his a platform to where customers' complaints are registered allocated to different employs for
action. For reconnections once entered reflect to the responsible employee immediately.
Challenges;

NRW;'Ihe company is still experiencing high NRW ranging between 50-55% due to vaflous
factors. like leaks. illegal customcrs activities i.e. both commercial and technical losses. The
company is tackling one zone at a time. During the year there have been efforst to manage NRW at

Karunga. Cikondi and Thiha zone of Mukurweini, Chinga North. Iriaini, Karima and Mahiga in
Othaya. Atl cuslomers in the zone have been metered, zonal and sub zonal meters are under
installation. The branches have sub zone meters. An area which used to experience rationing is

now enjoying water on 2417 basis. To eliminate overllows lloat valves have been installed at

\ll
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5.BogrdPolicies;thecompanyismanagedbyacorporateManagementteamthatiSaccountableto- 
the board through the three board colmitiees (Audit, Finance and Technical committee)' The

committees meet on quarterly basis to review the operalions and bridge any gaps by making

recommendations and Policies. During the year. a rwiew of the company Procurement policy,

Nnw ,*ug".ent policies. Metering-policy; and Debt Management Poticies. The company is in

the process of reviewing its five year strategic plan'

6. Environmental conservationi One of the gtobal challenges affecting the country is

environmental degradation. wai". b.ing u ,".ou.-". dependent on the environment faces a high

risk if adequate measures are not take;. The company has taken neasures to be proactive in

environment conservation throughl
o 'freatment of sewer water at Othaya within acceptable benchmarks'

o lnclusion ofenvironmental conservation in its plans and Budget plans.

o Planting of tree nurseries (over 6000 trees are ready for planting)

oTheboardhaslaunchedatreeplantingexciseinthefbrestandcompanyt.acilities
o The staffand various schools were issued with trees for planting'

o The stakeholders during the year were also issued with five lrees each'

T.EmergingAuditlssues;theboardhasbeenperformingfairlyinallmatters.raisedduring
pr.ri""u. innual audit excise. 'rhe only pending matters are lease fees and NRW which the board

[", ."a. adequate policies to progr"..irely aJdress the issues. The scope of audit has expanded

to operational Lfficiincies where the company has focused its attention'

o Trade Receivablesl 'fhe company inherited debts from the ministry totalling over 90

Million.Thesedebtshavebeenaccumularingtoatotalofover22OMillion,whereasthere
arestrategicandoperationalobjectivestoreducedebts.thecompanyiscunently
reviewing-the debt management policy to ensure alignment to company obie-ctives'

.RevenueCollection:the-companyhasadoptedlC]..extensionofwaterpipelines.metering
and operational efficiencies which has resulted in increased billing and collection' The

Board and management is working together to make policies to address the emerging

gaps.

Finally, me"miers I would tike to thank the Nyeri county govemment' TWSB' stakeholders' board of

directors. consumers. the management and staff of OMWASCO for their individual and corporate

contribution towards the success oflhe company'

1

you

\l

AR'T}IT]R G MUKIRA
CHAIRMAN



CHAIRMAN'S STATEMENT
Distinguished guests. CECM waler & Environmenr, Fellow board members. stakeholders and
mentbers of slaff good moming- I take this opportuniry ro welcome you lo thi.; y;is stakeholder
meeling' we thank lhe almighty God for giving us the opportunity to see another year in which wewill consider the gains made by rhe company. buring the year the company has made great strides
towards implementation of company policies aimecl aiachieving growth or tr-,. .o.oun, reduction <llNRW and establishment of effective goveming system.
I' Extension of water pipetines; the company has partnered with the sra.keholders in water

extension. been proactive on extending warer supplied to othaya and Mukurweini. The
compan!' invcstcd ovcr Kshs l0M on various project f-unded by staleholders including Tanawater Sen'ices lloard 8.207.600,count1' governmenr of' Nyeri 72 r .i56 and oMwASCo
l'636.436 applied in rehabilitating of existing pipelines in the company. in addirion rhe
company also received Kshs 1.000.000 to tacilitare rehabititation of' pipelines. We are
grateful to the stakehorders tbr the input made by the company stakehorders.

2' Non-Revenue Water Manrgement; T'he board in a bid to check the waler losses occasionedby water bursts madc recommendation tilr participatory management or 
- 
NRW. The

resolutions passed by thc BoD fbcused on ensuring:
o All New conneclions are metered
o Management of pressures by approving purchase & Insta ation ol' pRVs(pressure

Reducing Valves) in { Kanunga Zone. and Karinra Zone}o Active NRW management is underway at Kanunga Zone. Chinga North. Iriaini Zone
Mahiga Zone and Karima Zone.

o Installation ofba varves ar Githagara old. Gichecheni and Kanunga tanks

3. Revenue Growth

OTHAYA MTIKTIRWE.INI WATER SERVI(]ES COMPANY
Annual Reports and Finsncial Statements
For the year ended June 30, 2019

I'he company revenues have been growing ovcr the years and this is in line rvith the cost
recove stn(c lcs

{. Tariff & License

I
1-he company license and tarill'has expired. The management has made application tbr the license
that is due to be issued upon approval by WASRIJB. 

-we 
appreciate staieiolders for the suppon

f]..1_q:]i"c srakeholder participation fbr license review. :fhe 
company has been advised byWASRUB to pay fbr pcrfrrrmance guarantee in order to receive the uppiou.d ri."nr..'['he company is in the process of review of the tariff'to be aligned with the economic conditions

and cost recovery measurc. you wi be updated as thc matter progresses. During the year endingJune 30. 2019. rhe company undertook a tariff srudy w.hich is u ,.qrir"i.,,.ni iir. ti".n..
application.

x

20l7 t20lt) 21\tit20t92016t20t720 I 5/2016l)cta ils

CASH
COLLECl'EI)

9n.491 .032 lt9.lt7.6t2 I 19.486_844 t42.477.t2t

ol'

TJXPENSES

PAYABLE
(Ner
Provision

108.223.562 127.41t.661 126.160.260 I 32.321 .669

Cost recove 9t% 93o/o 95% 108%

l'inancial Year:::-
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t

Cathe'rine Gathoni Wanrbui

Human Resource Manager

Technical Manager

Duncan Nderi
r

lntemal Auditor

CPA l-ydia N.ieri
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MANAGEMENT TEAM

Managing Director

Svnron M uncnc

I t Company Secrctary

8
Richard Kiana (iikuhi

I
Commercial Manager

CPA Peter Ndirangu
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1

IIe is the Chief Oft-rcer Water Environment and Natural Resources

in Nyeri county Govemment llolds BSC agriculture from Nairobi

tiniuer.ity 1984 and water resource management certification': He

iu, 
"*p"rl"n.. 

in irrigation water manag'ement spanning 35 years

*a tvi, t.., prouinlial inigation water managem^ent officer in

".nt*i 
una eastem province betbre implementation of devolution'

MutuotaStanl

He is a member a member ol'ICPSK Certificate R/NO 285' He is

r..*".y f"t various public institution and FKIM member' He hold

other directorships in public institution'

Richard Kiana Gikuhi

T

I
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I

Samuel Ndiritu Gichuki
I

He is a Director appointed representing special groups. He holdsdirectorships il ,*iuu, public entirics in Nyeri Sourh sub corntyand is an experienced husiness man in Nyeri ,"r,f, ,rU-""r",y.He has certifications in r-eadership rbr;;;; triii""Jiiuuin..*.
and cooperative administration

Mr. Samuel Ka o Githai

l-he directors has built his career in the construction industry to thelevel of site supervisor. ,e has been " #J;;;;i"n ,*io*education and other institution ,panring y.ar, anJ'rrf .oun,yrcprcsentarive in alcoholic regulations toiA. U. *^ 
"f""[O 

,o ,f,"board at the 201 8 AGM.

Ms. I lannalr Maran

She is the Chief Ofiicer Lands, 
-lJousing, 

physical planning anrlurbanisation in Nyeri counly Governm-eni. 
- 

Sf,. i.-..gi.t"r"aPhysical planner and a senior gor...n..nr-'offil"i *itt ou", zoyears' experience in rand use management. She has herd various

I]:lli:^ for communiry devetopmerir Uotr, in ir,1'frr._i,.nt *apnvate sector. She was secondcd from the county"govemment to
.ioin the board.

\'l
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Mr. Ephantus Gichohi Muthee

I

I

He is a board member representing Gakindu Dairy Cooperative. lle
is a member ol Audit & (iovemance Committee. He holds a
Diploma in Modem Salesmanship.

A Board member representing CDF- Mukurwe-ini and a member of
Technical and Planning Committee. He is a holder of certificate in
Mechanical Engineering.

Mr. Waithaka Kibaki

I

She is a businessperson holding leadership position in Nyeri south

sub-county. She is an astute businesspemon holding various
investments in the county.

MS. Rachel Muringi

s
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THE BOARD OF DIRECTORS

FIe is the Chairman to the board representing Chinga tea factory and

a member ol'Finance and Administration committee.

t{e holds a B.A degree from USA he has associates in arts

Marketing and retailing fiom Strayer college' an established tarmer

and former Chairman Chinga Tea factory. He has been a member of
board of govemance lor Chinga Boys' Kiamuya and Kariko

secondary
He has cxtensive knowledge in marketing. debt collections'
customer rclations & environmental management acquired while
working with Crown Paints as the manager in charge.

Mr. A(hur Mukira.

\
\

\

(

I

He is the Managing Director and secretary to the board. He is a

holder of IIND (Water cngineering) from Kenya polytechnic.

holder of Diploma business management (KIM) holder of MBA
(JKUAT). a ltll member of Kenya Institute of Management and

holder ol various certificales on short-term courses and a certified
M&8. Hc has extensive experience in water sector like
construction of high danrs. construction ol water supplies. and

operation and maintenance of water schemes' He has served the

company as the Technical Manager for over five years.
Mr. Syn.ron M. Munc'ne .

[{e is a board member representing Karima Catholic Church and

member of Audit, Risk and Govemance Committee. He has served

the country as an administration officer (Chiefl for many years

before his retirement.

Mr. Robert Mwan
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KEY ENTITY INFORMATION (Continued)
Corporate Secretatl
Gikuhi Kiana & Company.
P.O. Box l27l - 10100

Nveri

I}ANKERS
l. Kenya Commercial Bank Ltd.
P. O. BOX 201-10106
Othaya
Kenya

2. Equity Bank
P.O. Box 436-10106
Othaya
Kenya.

3. Co-operative Bank
P. O. BOX 2s6-10106
C)thava

INI)EPENI)T]NI' AT]DITORS
Auditor General
Kenya National Audit Office
P.O. Box 30084 - 00100
Nairobi.
Kenya.

Registered OIIice & Corporate Headquarters
OMWASCO BUILDING
Off Kanyange Road
P. O. Box 482-10106

@g.Kenya.

Corporete Contacts
Telephone: (2541 7021 45585
E-mail: omwasco qmail.('onr

Website: www.omwasco.co.ke

Principal Legal Advisen
The Attomey General
State I-aw C)lJlce

Harambee Avenue
P.O. Box 401 l2
City Square 00200
Nairobi. Kenya
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KEY ENTITY INFORMA'TION
Background information
The company was incorporated in Kenya undcr lhe companies Act Cap 48(r
29'h ma-t.. 2006 and started opcrations on 711' .hlly 2006.

limited by guarantee on

I

Principal Activities
The principal activity ol'the conlpany is to provide water services to residents of Mukurwe-ini and
Nyeri south Sub-Counties.

CORE VALUES
OMWASCO is firmly conrmitted to the lbllowing core values:

i. Customer focus
ii. Corporate responsibility
i ii. Environmental conservation.
iv. lntegritytransparencyandaccountability
v. Team work
vi. Networking
vii. Response to technology
viii. Innovation iurd creativiq

VISION
A water service provider choice.

MISSION
'fo be a provider ofaccessible. adequate. allbrdable and quality water services while conserv'ing the
environment.

DIRECTORS
The Directors u'ho sen,ed thc entit-v during the. year/period were as fbllows:
l) Mr. Symon Munene Managing Director Appointed on 0l/01/2017
2) Mr. Arthur Gachugi Mukira Board Chairman Appointed on l8/06/2018
3) Mr. Robcrt Mwangi King'ori Director Appointed on 26105/2017
4) Mr. Ephantus Muthee. (iichohi Director Appointed ot 2610412016
5) Mr. Waithaka Kibaki Director Appointed on 2610512017
6) Ms Rachel Muchunu Dircctor Appointed on 26105120'17

7) Mr. Samuel Gichuki Ndiritu Director Appointed on 18/06/2018
8) Mr. Sanruel Kago Director Appointed on 18/06/2018
9) Mr. Stanley Mutuola Director Seconded From Nyeri County Govt
l0) Ms. Hannah Maranga Director Seconded liom Nyeri County Govt

ll
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179 ItIoI-INIi AGEN(Y 396,500 11 111 396,500 l-A t| RLr\(;tiN l-s

r80 BIOI.INI.] AGEN(} 68,.tOO :.1 6 17 68,,{0) | -\ B RlrA( ; t.:N'l:
Ill Bn)line Aqd|q lrnit.rl 112,4n 18.2.11 t 42,600 19,8m Suonlv oflzb rcaqcnts

l8l BI oSC\N I)Ir\GNOS-TI(IS 451,7m l.l0.l6 {51,?m t"ur RIiA(;uN'l:j
183 Blosc{N DIAGN()Sn(^S 5t,300 28-12-17 55,Hn I;\8 RtrAGI.]NTS
t:.1 BIoSCAN DIAGNoSTICJ 76,380 12 i.l1 76.380 I"{ll RtrA(;uNlS
r85 Bl()SCAN l)l-\GNOD-n(lS 8.2 l8 1Ol,9it0 N()N Pl lr\R-Nl

186 ttl()"1'E(l llB()RrIl'()RIIiS l-'lI ?E9.fi10 15 4.16 289,{I0 1_ \t.r RIr,.\( II.:N IS

()i bc:\nd Kimreti Borcholei ln Krnrri

m etntmaro. of qtholic orm el

SIIPI'LY,\ND DI,:I-IYERY oF (;I.]R'I] F] IiI) N{AI7.I;

STJPPLY  ND DT]IIVIiRY oF' OT:IIICI] S|ATION I

f
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187 BR(X)Kl l.\RT I I l')r\LII I( l,\ RFl lo,uJ) 22_5.t9 t0,000 Ir\B RI.]ACEN'I'S

B'insomr Chernist t97..$O r/9/2015 197,{n I.am Innuts For N{ab:rrl.,r\rc

189 Buncomi (;hsnrsr 197,.r01 1/9/ frls | 9?,4(n I.arm Innuts Fo' Ivabrnqr-\ rc

190 RUNG()i\t \ CI ll,]\{lSt {l,{}lo l8 .1.18 43,000 NON PIIART{

191 BUNGOII,\ CII I.: i\I I5-T 55,000 19 .1 11 55,000 s.\NI l.\RY rfl.;vs
t92 CI I.\R],IN K GEN IiR,\I- SLIPPLI 6.800.r) 3t 715 6,8m O Btill l)l hv(; NIA-l'l :RI\l -S

193 (:hm hbs llmited 1ro,795 rt.\\'18 110,195 Suonlv of lab roc6ts
I91 (ihcrn labs Lmird 55.8J6 r{.\\'r8 55,816 Suoplv of lab re:cmts

195 Clllli\ll(1.\l1\ND l;lD 58..t2t) llllS 58,.120 l( )R\t.\ t.tN

t96 CI ItJI{I(].\ I:\ND I,TD 51.185 n 211 57,1a5 s.\Nt1_\RY I t'1.;MS

197 ct I F)\fl (t\ t :\N D r-'l't) 33,111 25 10.r6 31,171 S\N Tf,\RY I1'I;\IS

198 cl ll,t: "\tls I_t\lt l'taD 35,Un.0 2.{.r) l8 35,000.0 I-\R RI.]ACEN1'S

199 (.t I.) -\BS Lr \fl] 8D t5,un 30917 15,m0 l.\R Rli;\(iEN'l S

:tixl ( ]I II]II.I.\BS I,ITITI'IiI) 1,716,995 ,515 1,716,995 I.\B RI.:,\(;I.]N1S

:01 Cl II.:\I l:\tis Ll l) tl t,041.0 21.6.19 171,0,11.0 I.\B RI.],\(II]N'I'S

l0l (]I IFIIOQLIIP LI i\IITEI) 15.2.19 58,0fi1 Pl:\N1 r\ND \I-\(l llN l'lR\'

103 (:I IIKI I]\ I]I.] I]N'I'I.]RPRISI-:S 183.650 4/ 1/ 2019 183,650 Suoplv ofstatronctr

l1 (lh* mrl (i<,lmen 117m,050 .tt.5 l7 3l,620,030 I1,08/1,02) Solar stnlr lieh.ine n tB m tl*s
205 ( li\t(; 287,396 222t8 2t!'7,396 i\f Ol( )RYhl I I( l.ti RI:P.\lR

106 CPI Indiudual P.nsion sd,mc 191,1m lunc 2018 19 t,100

20'1 12219 239,172 Suoplv,rflab ttar$ts
:08 CROWN I I I.]AI-1'I I(]ARI.] 23r,112.O 17.8.I8 239,1-72.O r,\B Rti,\(;I.tN ls
:09 (ln.std hub o. ltd 1 ,970.0)0.00 1 ,970,000.00 suoplv md ddivcn of thcrmo olls

:10 l)rwl\teds (lh.-mrsr 99,990 0 26'.\ue-17 99,990 0 iUcdiol Drues

211 l):\Wr\Illlt)S (il Il lltllSl | 19.000 t8117 | 29,m0 \fltt)t( t.\ I- DRt r(;s

lll I).\\\ -\-\ .])S cl II1\llSl 2',1.1 16 6 ,8m NOh" Pl I-\R\(

:11 t)awn nsc'lVo tintcrposcs 960.U00.00 960,800.0o Ddivm,-rf io trquiomcrt

t1.r DIiI-\'CIi ;\(;EN(JIT]S 351,090 10618 151,090

:ls l)t.:\'BI.:lis sot.t1 I()Ns i{2,175 2 319 s12,375 IiOOD,\ND R\11ON

216 I)I.:\'BIT,II,S SOI,TII IONS I70.00{i) 16.2.19 170,000 t.(x)t) i\ND P-\'l loN
111 DLvBt:t:s sot.ul t()NS 170,0(n.0 -'r I 516 I ?0,000 0 I'(X)D AND R\-I'ION

218 D()UGl-\S W,\truI-1 BW/\l\tl 96.8011 SEP OCT 20I9 96,800 t)RY i\t.\tzri
219 lx)uGI-\s wr\lrr-rl-\ Bw\NI 70,m0 3119 70,000 l cti
::0 D{)\'1S Plt.\R\{.\(} 150O,m0 .t.l |.16 2,5(x),000 \{-\DI(:AL DRLI(;S

:2t l)()\'.\s I)l I \R\1.\( \ 1,6-1{,690 5.10 l6 1,6+1,690 NoN I'I IAfu\I

ttl I)( )\'.\S I't t.\R\t.\(.\ 1,955,805 28 217 1,955,805 NON I'I I,\RIJS

223 t)L'GL\S V'.\tjt',t-\ 70,000 22r18 70,orx) I'(X)D,\ND RAI-ION

2,393,.nO 3817 2,393,0fi1 Supplv of I.umrture to dispensms

rl5 I.:\t \\( )K I.:\1Rt:PRll\l.tlrRS 8-1,150 l7.r l9 8.t,t50 SI E-\K TII.],\1

226 Ilmntteo ,\ lfa I Ioldrnqs 161,000.00 5/ F/]j]2O 16:,000.00

blc to N

sUPPL\', .\ND l) t;LI Y I.)R\', ()l: ( )lrlrl(ll.l Sfr\TloN.\l

for CII(:l\l ' 6nmc uf6,
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