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I. ACRONYMSANDGL OSSARY TERMS

AGM
CDF

CSR

EWASCO

GIS

GoK

ICT

ICT

IFRS

IPSAS

JICA

KURA
KWS
MD

NEMA
NGOs

NRW
NSSF

PFM

PSASB

TWWDA

VAT
WASREB

WRA
WSP

W.S.T. F

WRUA

Annual General Meeting.

CommunitY DcvcloPrncnt Fund'

Corporate Social Responsibility.

Embu Water and Sanitation Company'

Geographic Information SYstems

Government of KenYa.

Information Communication Authority'

Information Communication Technology

hrtemational Financial Reporting Standards'

International Public Sector Accounting Standards Board

Japanese International Co-operation

Kenya Urban Roads Authoriry'

Kenya Wildlifc Scrvicc.

Managing Director.

National Euviromncnt Managcment Authority'

Non-Govcumelltal Organizations

Non-Revenue Water.

National Social SccuritY Fund

Public Financial Management Act'

Public Scctor Accounting Standards Board'

Tana Water Works Developtnent Agcncy'

Value Added Tax.

Water Sewices RegulatorY Board'

Water Rcsout'cc AuthoritY.

Water Service Providcr.

Water Scctor Trust Fund.

Water Resource Users Association'

lll



r

Ii[,,BU WA'I'ER AND SANITATI ON COMPANY
Annual llcports and Financial Statcmcnts
For thc vear cndcd Ju ne 30 ,20232. KEYCOM'ANY INFORMATION

Ilnrbu Warcr and Sanitation Company (EWASCO) was inc
orctinary sharc capital i, ,r,. rru, MLrnicipar .;,,,;r l;il::;;lff;t,ffi:T:filHr,Xil:.:,1:companics Act cap 4g6 and fully owned uy ti. aenrnci rmbu Municipal co,,cil. in. co*pony u..o,r.operational in Juiy 2005' The company is now wholry own.a uy tt,. Embu county covenrment, with anrandate of providing water and sanitation ,.*i.., *ltrrin 

-gmbu 
county serving four constituenciesnamcly:_ Manyarta, Runycnjcs, Mbeere Sourh ,ra ,fU..r.

fo.ulv 
r-cvcr,,,,.'c;;;;;;, reprcscnted bv rhe chierorn)JJllll"I:J':,ffiiftr i:illl;li& Irrigalion who togcthcr with the board 

"f 
Oi*.a" ,r. 1.,dirccrion or tn. coi.,p,ny. it.," c"n,,*", l.. ;;;;;;ffi;?::Yol. T, 

the generarporicy and srrategic
Itmb'rowu an<i satcrite on,r.r r,, Kanvuambora, Er., c..;?;, ;T[f,il]" 

with its hea<r orfice ar

BACKGROUND INFORMATION

erved thc Company duri ng the period were as follows

The principal activities of thc r

arca ofjurisdiction. 
lompany are the provision ofwater and sanitation services within the

'I'hc Vision of the company
Safc watcr and sanitation scrviccs to thc satisfaction of our customcrs

Thc Mission of the Company

illil llfJilhldcquatc' 
arrordable and sustainabre water and sanitation services through eco-

Corc Objcctivcs
Thc cor.e objectives of EWASCO arc:l. Dcvelopnrcnt of watcr supply infrastnrcrurc;2. De vclopmcnt olserveragc infrastructure;

3. Opcration ancl rchabilitation/maintenance ofthe watr4. .sourcing, ,r.u,,r"n,, our.n]ission aud distribution 
";;XX:.**.te 

infrastructure;

5. Waste Watcr collcctior
6 l.i na nc i a r,.o ;;;;;; il, :ff;.lxlil, [.#::]:,1"

efficicnt application oJfinancial rcsources). 
re collcction, human rcsource, ICT and

Dircctors

Principal Activities

The Dire ctors who s

S/N
Dcsignation DcscriptionFCPA Iohn N N aya Chairman

2 rdA o n tcdp onp 3 Ma 2 20 3vNjw nn c aG Llc l1t8u Dircctor
3 Appointed on 26 February 2021NjcR cM M ru n orcy as Dircctor
4 o n otcdpp 2n 6 cF t'l.lb a 202tyNjPC Ed n uM nku d II run Director
5 ppointed on 25 FebNI a 202ryPC D nta ano uM rh Director
6 Retired on 24 February 2023Mr Vinral Chadha Director
6 Retired on i March2023nII R C as Mld ob o Dircctor
7 Retired on 24 Fcb rttary 2023NjI'M nl M LI bo h DirectorI May 2023ppourted on 3Nj NjJ ho a t1 ctl S a o aKgt Director

IIp d opo n 26 F b 02 2rualy

IV

II

Namc

I

Dr'

.larncs

ProI
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Corporatc SccrctarY

Mr. Cikuhi Kiana

P.O. Box 1271-10100

NYERI, KENYA

Rcgistcrcd Officc

EWASCO Building,

Ofl Enrbu-Mcru Road,

P.O. Box 2142,

EMBU. KENYA.

Corporate Hcadquartcrs

EWASCO Building,

OffErnbu-Meru ltoad,

P.O.Box2142,
EMBU. KDNYA

Corporate Contacts

Telephone:068-3 I 156

E-mail: info@embuwater.co ke

Wcbsite: www.ctnbuwater'co'ke

Corporatc Bankcrs

Co-operative Bank of KcnYa

P.O. Box 1337 -60100

EMBU, KENYA

Equity Bank

P.O Box 1994-60100

EMBU, KENYA

Post Bank

P.O Box 3031 l-60100

EMBU

Kenya Conrtncrcial Bank

P.O Box 75-60100

EMBU, KENYA

Indcpcndcnt Auditors

Marclr 2023Retircd on 3DirectorRt Rev. Dr. Samuel NginYi9
May 2023Appointcd on 3Dircctort0 Cannon John M. Gichangi

January 2023Appointcd on I IDircctorMauree n Mukami Murii thiu
Jaruary 2023Appointed on I IDirectorCPA Paul N. Thigat2

hI 022 3Maot 52uted vAc pAg Managing DirectorCPA Dickson KinYua Njirut3
May 2023Appointcd on 26Managi ng DirectorEng James Njue Njerut4
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Auditor Gcncral

Kcnya National Audit Officc
Annivelsary Towers, University Way
P.O. Box 30084

GPO 001 00

Nairobi, Kenya

Principal Lcgal Adviscrs

Njclu Ithiga Advocares

P.O llox l76tl-601 00
Iimbu

Ahnrcdnasir Abdullahi Advocates LLp
P.O Box 51731-O02OO

Nairobi

Kabatlri and Company Advocates
P.0 Box 2t4t3 -00100

Nairobi

Ircri & Company Advocates
P.O Box 1268-00200

Nairobi

Aiosa Advocates LLp
P.O llox 8375 - 00100
Nairobi

Wcsonga, Mutcrnbci & Kigen Advocates
P.O Box 229t2-OOtOO,

Nairobi-Kenya.
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EMBU WATERAND SANITATION COMPANY
Annual Rcports and Financial Statcmcnts

cd Junc 30, 2023For the ycar cnd
3 THE BOARD OF DIRECTORS

XNUT ANO DESIGNATIONPHOTO

FCPA John N. NYaga

Board Chainnan.

Date of Birth: 1960

Qualifications.
. Master's in Business Admiuistration.

. Certified Public Accountant ofKenya.

. Certified Public Secretary of Kenya.

Expcricnct.

Over 30 years in audit of public and private comparllcs' co-

operativc societies, partnerships, parastatals, local authoritics'

pension funds and NGOs.

Managing partncr Njcru Nyaga and Cornpany ( I 989-To Datc)

Secretarial Scrvices-Pivot RcgistrarsCompany

Dircctor

Chairman Technical Committec.

Date of Birth: 1964

Qualifications.
. PhD Medical Education

. Mastcr of Philosophy (Educational Psychology)

. Bachelor of Education (Arts)

Expcricncc

Ovcr 25 years in various management rolcs in Kcnya as

Lccturcl, Dean of Students, Head of Dcpartment and Dean ol

I of Education at Karatina University

Prof, Johanncs Njagi Njo ka

thc Schoo

Dr Winnic Gacugu Njcru

Directol

Director and Chair F'inance, Administration & Strategy

Committee

Date of Birth: 1968

Qualilications
o PhD in Business Administration

. Master in Business Administration

. Bachelor of Science (Business Administration)

Expcricncc

Over 20 years corPorate expcrience, acadetnician' rcscarcher'

consultant in business managemcnt and community service

plovidcr

vll
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IiMBU WATEIT AND SANITATION COMPANY
Annual Ilcports and Financial Statcments
For thc car cndcd June 30 2023

Edwin Mukundi Njururi
Director

Chair Audit, Risk & Compliance Commitree
Datc of Birth: I974

Qualilications:
. Mastcr of Science (Management and

Organizational Dcveloprnent).
r Bachelor ofScience (lntcrnational Business

Administration).
. Diploma in Business Managcment.
. Full Mcmbcr Kenya Institute of Management

(MKrM).
. Internal Auditor course on ISO 9000:2000 _ euality

Management Systcms, ISO 22000:2005 Food Safew
Managctncnt Systems and SAp process Control.o Controls and Risk Standardization platfonn (CRISp)

Expcricncc
IJas as a wide experience in Accounting, Financial and Generai
Managemcnt in Manufacturing, Global Logistics, Agro
proccssing, Financial Reporting, Management a.counting a-nd
Reporting for Shared Serviccs, Treasury ac"ou,iting,
Custonrer Accounting & Automation, and planning for
Management Information Systems Roll out (ERp), Fina*ncial
and Systems Audit.

Expcricncc

Jamcs Njcru Mubothi
Director

Member of Technical Committee & Finance, Administration
& Stratcgy Committee

Date of Birth: 1965

Qualifications
. Bachelor of Arts _ Economics and Sociology.. Post graduate Dip in Education.
o Diploma in Education lnanagement.
. CPAI

Over 26 years working with Teacher Service Commis
Head of Department, De

vul

puty Principal and pr.incipal

ston as
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EMBU WATER AND SANITATION COMPANY
Annual Rcports and Financial Statemcnts

For thc car cndcd Junc 30 2021

Canon John M. Gichangi

Director

Member, Audit Risk and ComPliance

Date of Birth: 1962

Qualification
. Bachelor of Divinity.

. Diploma in TheologY

. Certificate in Development studies, Conflict resolution

and management; and leadership management

Expcricnce
With wide expcricnce as a clergy with Anglican Church of

Kenya for over 32 Years.

Bible translator with Bible Society of Kenya for I 5 ycars

Board member in colleges, Public Schools

Rcv. Mcrcy Muringo Njagi

Dircctor

Member, F'inance, Adnrinistration & Strategy Committcc

Date of Birth: 1984

Qualification
. Bachelor of Divinity
. Diploma in ThcologY

. Ccrtificate in mediation

Expcricnce

With wide experience as a clergy with Anglican Church of

Kenya

CPA Pnul N' Thiga

County Chief Offrccr of Finance

Director

Mcmber of Audit, Risk & Compliance Committec

Date of Birth: 1978

Qualification:
. Master in Business Administration (Financc)

. Business Administration - Finance

. Certified Public Accountant ofKenya

. Certified Securities and lnvestments Analysis

. Credited Project Management

o Certification in Monitoring & Evaluation

Expcricncc

Over 18 years working in the public Sector, whcre 2 years was

in CDF Fund, and l5 years as CDF Funds Account Managcr

and One year as Chicf Officcr in Finance for Embu County

Govemmcnt

tx

'),!Fts-.
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Annual Ilcports and Financial Statemcnts
For thc car cndcd ,lunc 30, 2023

,rl\
'ty e- ,1

)l

FCS Richard K. Gikuhi
Representing.

Gikuhi Kiana & Company / Company Secretaries

A Certified Public Secretaries of Kenya (CpSK), membership
N0 285 as required by Mwongozo Code

Expcricncc:
With over 30 years practicing as a Company Secretary with
bias in water companies

x

County Chief Officer for Watcr & Inigation
Director

Mcmbcr of Technical cornmittec
Dare of Birth: l9g5

Qualification:
r Master in Business Administration (Marketing)
. Bachelor of Business Administration
. Certified in Monitoriug & Evaluation

Expcricncc

Over l2 years' expcricncc in public and private scctor; where
7 years in financial institution and 5 years in administration.
Brand management consultant and one year as Chief OfficcL
for Water and irrigation in Embu Corurty Covernment.
Mcrnbe r of Kenya Instinrtc of Mana gcnlent

Maurccn Mukami Muriithi

Managing Drrcctor

Qualifications
BSc Watcr and Environmcntnl E,ngincering.

. Certificd professional mcdiator.

. Certification in pumps Hydraulics

. ISO 9001 euality rnanagemenr systems.
Bxperiencc,

Over l7 years in various elernents of water and waste water
syste ms, shtdies, design.

D ng. James Njuc N.icru

Projcct managenrcnt for la
Member Institutions of En

rgc mu ltidisc iplinary projects
gineels of Kenya.

T
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EMBU WATERAND SANITATION COMPANY

Annual Ilcports and Financlol Statcments

For thc year cndcd Junc 30, 2023

I XNY UINICEMENT TEAM
NAME AND DESICNATIO NPI{OTO
Eng. Jamcs Njuc Njcru

Managing Director

Qualificatlons
BSc Water and Environmcntal Enginccring'

. Certified professional mcdiator.

. Certifrcation in Pumps Hydraulics

r ISO 9001 Quality management systcms'

Experience.

Over 17 years in various elements of water and waste water

systems, studies, design.

Project rnanagement for largc multidisciplinary projccts'

Member Engineering Board of KenYa

Member Institutions of Engincers of KcnYa

CPA Dlckson KlnYua Njiru

Hcad of Audit Risk & ComPliance

Ag. Managing Director (October 2021 -May 2023)

Qualifications
. Master of Science (Finance & Accounting)'

o Bachelor of Business Administration (L'inance & and

Accounting).

. Ccrtificd Public Accountant of Kcnya'

. Registercd nrenrber of the lnstitute of Certificd Public

Accountants of Kenya in good standing'

Expcricncc.

Over 20 ycars' expericnce in both privatc and public sector which

includes l4 years in Watcr Services industry

,ts
ir:!irJJ

CPA Doris Njiru
Head of Finance & Commcrcial Services

. Master of llusiness Administration (Strategic

Management

. Bachelor ofCommcrce (Financc & Banking)

. Certified Public Accountant of Kcnya - MNo' 8 I 20

r Certified Public Secretary ofKenya

. Registered member of thc lnstitute of Certificd Public

Accountants ofKcnya irt good standing

. Senior Managemcnt Course

NGO & Public sector which iucludcs ovcr

ent which includes 8 years in IIWASCO

Qualifications

Experience:

Over 23 Years in both

l4 years in managem

xl
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Annual llcports nnd Financial Statcmcnts
For thc car cndcd Ju nc 30, 2023

C.ILR.P Mary Mugwira
Head of Corporate Seryices

Qualilications:
Mastcrs of Business Administration (Strategic planning)
Bachelor's Degrcc in }iducation (Arls)
Diplotna in Human Resource

Registered member of the Institutc of I-luman Resource
Management - Member No.02471

Expcricncc:
Over l7 years in both private and public scctor which includcs
l5 years in EWASCO

FCS Richard K. Gikuhi
Rcprcscnting.

Gikuhi Kiana & Company / Company Secretaries

A Certified Public Secretaries of Kenya (CpSK), membership
N0 285 as required by Mwongozo Code

Expcricncc:

With over 30 years practicing as a Company Sccretary with bias
in water companies

Bachelor of Technology (Civil & Strucfural Engineering)
Masters of Science (Urban Water & Sanitation)

a member of the Instihrtion of

Expcricncc:

Over I 8 years out ofwhich l5 years is in water sector

Eng. Joshun Oria
Qualitication

RcgistcLcd Enginccr

Enginccrs of Kenya

XII
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0verview on Performance.

Thccompanyhascontinuedtoexpandthescrvicesinanefforttoreachmorecustomcrslnourcovcragc
as luid in our live-ycar Strategic Plan (2021'2026) '

During the year the Board hetd scveral meetings which met thc threshold of the required miDimum of

qrun.ily mletings. The board played the oversight and policy making rolcs. Thcrcfore, the company

busincss cxecuted with due diligeniand always cnsuring the intercsts of thc sharcholder are taketr cate of'

The company he[d one stakchold.,', for,m, for the planning ofthe ACM and appointmcnt of tlie sclcction

committee in compliance with the Constitution and the Iaw'

Board of Dircctors

EWASCO Board is made up of nine directors comprising of two from the county Govemment and scven

distributed among the sub-Counties of Embu. The Managing Director serves as the secrotary to thc Board'

In Conclusion

As the chairman of the Board, I wish to confim the board's commitment in directing ths cornpany to

achicve its objectives. I wish to congratulate cach Board mcmbcr for their continucd support and

congratulate the management and the entire staff for their commitment and dedication l pray for coutinucd

support in order to serve our company, and together, we will scrve our community better'

EMBU WATER AND SANITATION COMPANY

Annual Rcports and Flnancial Stotcmcnts

For thc vcar endcd Junc 30,2023

5. CHAIRMAN'S STATEMENT
On bchalf of the Board of Directors, I present tlte year 2022/2023 rcport which outlines the Company's

financial and opcrational performance. 'l'he company continued to maintain a strong pcrfonnancc whilc

providing high quality water and scwerage scrvices to the people within the mandated coverage area which

is approximately 2,025 km2.

Sharcholding

Thc Company is 100% owned by Embu County Govcrnment

FCPA JOHN N. NYAGA
CHAIRMAN, BOARD OI' DIR.BCI'ORS

xlll

t

Financial Pcrformancc

During thc ycar under review, the company reported a total incomc of Kshs. 438'5 million which is an

increase of Kshs. I 5.3 million from the previous year total rcvcnue of Kshs 423'2 nrillionwc rece ivcd a

Grant from wSTF amounting to Kshs 10.5 million for watcr linc cxtcnsion at Gachuriri and a

compensarion frorn KURA amounting to Kshs 23.5 million for destruction of water linc at Mugoya-

Karurina and Vyezinina- Kimangaru.



ICMBU WATI]R AND SANITATION COMPANY
Annual llcports and Financial Statcmcnts
l'or thc ycar endcd Junc 30, 2023

6, REPORT OF THE ]\,IANAG ING DIRECTOR
Introduction
I wish to repofl on the general performance ofthe company for year cnded 30,h June 2023. Below arethc key highlights.

Pcrformancc Ilcport
IlwASCo's performance is reported briefly under Sub-titres: water Suppry coverage, Seweragescrviccs covcrage and Financial Pcrformance sincc the company's inception. Also reportcd arc projects
undertakcn, bcing undcrtaken and proposcd.

Watcr Supply Covcrage
Thc water supply covcragc has improved to 1,600 km2, whilc the mandated area has incrcased from g0km2 to 2'025 krn2 through public demand. The population served has increased to approximately232,000 by J,ne 2021. Thcse 

_inrprovements 
in .or.rug. have becn fundcd by inte*alry generated fundsand various paftners such as tlrc Embu county Govcm-ment, the community, nank i,ouni, wsrn, cpr,TWWDA' GoK, KWS, KENGEN, worrd Ba,k grant, and grants from JICA. During rhe year underrevicw, we exter)ded our water pipeline by la KM from Gachoka to Gachuriri fun.,la uy wsrF. I.addition, we had a rcrouting of l g.3g KM pipeline of different diamerers o r,,Irg.vr-r^*rina andVyezinina- Kimangaru.

Servcrage Coverage
'l'hc company has tbr long operated with one sewer plant (old plant) which was built in the late 70,s thatcould not be turther expanded due to geographical limltations and space *"i,rLiii,r".ro a sccondtrcatment completcd in 2020. The effluent meets the standards set by NEMA and wnsnEs at the pointof efflucnt dischargc into Rupingazi rivcr. The old sewer covers some pafts of town ccntre, provincialGcncral l-lospitar (pcH), the cntire Kaunda Estate and trrc arcas neighbouring EWASCo offices,I(angaru School and thc Kcnya school of Covcmmcnt.
Thc ncw sewcragc trcatment plant covcrs the areas orDallas, Brue valley, Kanjuru and parts of Majimbocstatcs 'fhe total instaricd sewerage capacity is 6,500mr. The current Sewerage coverage for thecompany stands at 3602 in llmbr"r towu.

Financial pcrformancc
In the ycar undcr rcvicw the company realiscd overall incorne of Kshs 43g.5 million which is animprovement frorn the previous financial ycar Kshs 423.2 million.This is inclusive of Kshs 23 millionreceived from KUI{A as the compcttsation for destruction of water li,e at Mugoya-Karurina andVyczinina- Kimangaru we also received a Grant from wsrF arnounting to Kshs 10.5 rnillion for waterIine extcnsion at Gachuriri.

Opcrating capacity
Thc operating capacity of the company has continued to bc cnhanced. Appropriate and advanced ITsoftwarc and hardware are continuousry being updated; b"tt., op..uting accounting and billing soflwarehave been instarred; crs and widc nctwork .ir.rug. .;" i;;r.. In the year under review, we rored outtrctcr rcading using smart phones technology whictr improved. performancc through better monitoringof the mctcr readers and their work ensuring more accurate and timely billing data. Transport has bcenimproved; we have enhanced or,, fle.t nr.r.gemcnt throuj regular repairs and maintenancc. staffhavebecn rrained to ensurc a skillcd work force 

"rA 
i*".,Jp,lductivity.

xtv

T



BMBU WATER AND SANITATION COMPANY

Annual Rcports and Financial Statemcnts

For thc ycar cndcd June 30,2023

Challcngcs

Watcr Supply.

. Limited financial resources for dcvclopment'

. Dcclining capacity for water resources: clirnate change and destruction of wetlands continue to

be a major challenge

.lnadequatehydrologicatdataandstudiesonwaterresourcestosupportplanning'

. No master plans for water resources conservations and water use'

oWaterusedemandsarequicklyexccedingthedrywcatherwaterflowsandthercarenosolid
plans to mitigate the matter.

o I{uge accumulatiolr of unpaid debts by the Government institutions which lead to cashflow

constraints.

. unmet demand of 42,000 m3/day against EWASCO's maximum water production capacity of

28,000m3/day. There is urgent nceJ to explore altcmativc sources of water to supplclnent the

existing sources.

. water theft and illegal water use in the Miraa growing arcas through illcgal irrigation and illegal

connections. This is worscncd by vandalism'

o water assets ownership such as the oftice building, old scwcrage plar:t' Kangaru storagc tanks

are yet to be determined and this is a challcnge to accounting and borrowing leverage

. Encroachment of our supply area by other water ploviders especially Njukiiri and Kangaru hcncc

customers shifting frorn our supply living huge unpaid debts

Sewagc

. only about 36% of etigible population in Ernbu town is provided with scweragc services; watcr

related diseases ,e ,.i,i a rist, ih;s negates health gains realized from improvcd watcr supply.

.Lackofwayleavesandencroachtnentontotheroadreserveshatnpersewerlineconstntction.

.Highirritialcostsofsewerinfrastructur.eslowingdownthcexpansionplograms.

.NomoneytofundproposedT00kmofvariouspipelinestounservedandunderservedareas.

Policy
rNopolicyonthelinkagesofmanagementofdomesticandirrigationwatersupply.

. Non-conrpletion ofrepealcd water act is creating uncertainty in thc water sector'

Opcrational mattcrs

. High water losses resulting to non-revenuc water (l'lRW)

. ABed infrastructure

o Vandalism

. Encroachmcnt into road reserves

. Unhealthy competition from other irrigation projects

o Damaging of thc infrastlucture by road contractors

. UnplanneddeveloPments

xv
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I'MBU WATER AND SANI'TATION COMPANY
Annual Ilcports and Financial Statcmcnts
For thc ycar cndcd ,Iunc 30, 2023 \
Thc rvay forward
Thc futtrrc of thc company is good. assuming that thc dynamism in the operating environmcrt istrianaged' 1'he company has potcntial to provide water ani sanitation services to the crrtirc mandatedarca; arrd i, linc with company's Strategic Plan for 2o2l -2026. The kcy areas that the Strategic plan
focuses on includc: -

Improvement ofoperationaI efficiency and effectiveness through capacity improvements.
Inrplement a sanitation programme including improvement of sewcrage coverage in high dcnsityrcsidcntial arcas.

hnproving ofwater suppry reliabirity through construction ofat least 50,000,000 m3 dam.
Add'essing water thcft and i[egar watcr usc through altemativc warcr sources and legisration
Developnrent ofadditional treatmeut plants and altemative water sources such as boreholes
Mobilize resources to undertake massive network expansion programmes
Capacity building of staff to deal with emcrging challenges

Eng. JAMES NruE NJERU
MANAGING DIRECTOR
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EMBU WATER AND SANITATION COMPANY

Annual Ileports and Financlal Statcmcnts

For thc year cndcd Junc 30,2023

7's.rA,l.EMENTol.PERl.ol{MANCEAGAINS.IPIIEDE.I.EIIMINEDoBJEC'I.IvEs
FOR THE I'INANCIAL YEAR 202212023.

Section 164(2) (f) ofPFM Act 2012 requires the Accounting officer to include in the financial statement'

a statement of the company's performance against predetermined objectives'

EWASCO has 7 strategic pillars and objectivcs within its stratcgic Plan for thc FY 2021-2026' These

strategic pillars are as follows:

Pillar l:
Pillar 2:

Pillar 3

Pillar 4

Pillar 5

Pillar 6

Pillar 7

Water and Sewerage Infrastructure

Non-Revenuc Water.

Opcrational Effi ciencY.

Custonrer Service.

Financial SustainabilitY.

Hunran Resource Management.

Corporate lnrage and Governance.

EWASCO dcvelops its annual work plans based on the above seven pillars. An asscssmcnt of the Board's

performance against its annual work plan is done on a quartcrly basis. The company achievcd its

pcrlomrance targers set for the strateBic period for its 7 stratcgic pillars, as indicated in thc bclow:

xvll
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EMBU WATERAND SANITATION COMPANY
Annual Reports and Financial Statements
For the ar ended June 30 2023

KRA OBJECTIVI' PERFORMANCEKEY
INDICATORS

ACTIVITIES AC}IIEVEMENTS

KRA I:
INFRASTRUCTU
RE
DEVEI,OPMENT

l -To increase

water production
capacity from
30,000 M3lday in
2021 ro 55,000
M3/day by 2026

. Land ownership documents

. Treatment works design
documents

. Signed financing agreement

. Treatment plant construction
work undertaken

o ) No. distribution ranks
constructed ( I ,200 and 3,000
cubic meters)

and procure land for thJ
Kanyuambora water treatment
system

Undertake detailed design review
for Kanyuambora treatment plant
Source funding for construction
Construct of the treatment plant
Construction of storage,
transmission and network

Identi$r -Site identified.
-Procurcment process

for land acquisition
initiared.
-Contract awarded to
the consultant to design
the water treatment
plant.

2: To increase
water coverage
area by
connecting 30,000
by 2026

o Number of tanks constructed
. Pipeline installation in Mbeere

North, Mbeere South & Ena

nstruct five storage water tanks
Construct 20 km distribution lines to
and from the storage tanks
Undertake distribution pipeline for
Mbeere North & Ena

Co

-Distribution pipeline
for Ena done.
-Gachuriri line
developed.
-Water Kiosks
constructed.

Pro-poor policy in place

Report on identified areas

Storage tanks social
connections

No. ofproposal
Plan implementation report

3.Enhance social
conneclion

evlew pro-poor services policy
Survey to identify social
connections

Develop funding proposal for social
connections

Implement pro-poor services plan

R -Draft Pro-poor policy
in place
-Social connections
identified
-Purchase storage tanks
social connections

xvll \



EMBU WATER AND SANITATION COMPANY
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For the ear ended June 30, 2023

4 Sensitization
meetings held

Sewer connectedRehabilitation and relocation o

sewer lines

Connect new customers to sewer

Hotd communitY's sensitization

meetings in the sewice area

Io 3 Km of sewer lines

rehabil itate/relocated

. No. of customers connected

. No. of meetings held to

sensitize communitY

4.To increase

sanitation
coverage from

20ok in 2021 to
30%obY 2O26

-ldentified banks to

partner with
-3 funding proPosals

submitted to WSTF

Gdertake maPPing of develoPment

partners

Develop and follow uP on funding

proposals to developmenl partners'

Up to date database of Potential
funding partners

No of funding ProPosals

submitted

5. To enhance

funding of water

and sanitation

infrastructure

development
-64 Sampling points

identified
-Sampling done thrice a

week

-Samples taken Water

Resource AuthoritY

monthlY

ldenti& strategic sampling points

along the distribution network

Establish accreditation

requirements from KENAS

Prepare the current laboratory for

accreditation

. No of sampling points

. No. of planned samPles collected

and tested

. No of samPles submitted to an

external laboratory

l: To ensure

compliance to

drinking water

quality standards

(WHO and

KEBS)

KRA 2: WATER
AND
WASTEWATER

QUALITY

-Routine comPound

cleaning

- Sampling and testing

done

-Daily surveillance of
network done

Undertake routine comPoun

clearing, desludging

Random samPling and testing

Routine surveillance of network

Equip server maintenance team with

requisite tools/equiPment

d
No of times comPound clearing

and desludging is done

No. of random samPles

collectcd and tested

Monthly sewer surveillance

report

2: To ensure

compliance to
wastewater

standards (WRA

and NEMA)

-Identified Muchonoke,

ngiiri & Kaunda lines
IdentiSr all lines that requlre

relocation
Length of pipeline rehabilitated

Surveillance team in Place

To reduce the

NRW from 43%o
KRA 3: NRW
MANAGEMENT

xvlu
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in 2O2l to 20%o by
2026

. Pipeline surveillance repon

. No. of PRVs / BpTs installed

. Meter policy in place
o No- of meters replaced
. Customer Identification Survey

Report
. Data clean up reports (Monthly)
o Reviewed penalties in place
. No. of community committees

formed

stablish surveillance team
Allocate transport
Install Bulk/zonal meters
Develop metering policy
Replace the un-serviceable meters
Customer identifi cation survey
Clean-up the database

Prepare annual NRW reduction plan
Train NRW unit
Implement the NRW framework
Water Committees incorporated

E W surveillance
team in place
-NRW vehicle -KCT
-Draft metering policy
in place

PRVs installed
Data clean up done
Annual NRW plan in
place

Water committees in
place

-NR

replacement-Meter

underway

KRA 4
OPERATIONAL
EFFICIENCY
AND
CUSTOEIER
SERVICE

l.To Reduce
Operational Costs
to Total Revenue

Ratio From 93%
In 2021 To 70%o

By 2026

. ICT policy approved and adopted
for use

o No. of departmental SOps,
procedure manuals and quality
manuals completed

. Annual work plans, and budgets
o Quarterly M&E reports
. Annual financial reports
o Annual audit reports
o Procurement plan

tnERP system

operational
place and

Formulate an ICT policy
Train employees on the use of ERp
Implement ICT security systems
Prepare SOP, procedure manuals and
quality manual
Annual work plans

Annual budget

Quarterly M&E rcports
Annual financial reports
Annual audit reports
Procurement plan

Implement an ERP System -ERP implemented
-Draft ICT policy
-All Staff rrained
-Admin poticy, HRpM
done

-Annual workplans in
place

-Annual budget
-Procurement plan in
place

-Annual audit reports in
place

2: To increase
customer

satisfaction from

. Revised CSC in place

. No of awareness meetings held

. Conrmunication policy in place

evrew customer service charter
.Sensitize staffand customers on CSC

provisions

'R -Service charter
approved.

-Sensitization meetings
held uarterl

x
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EMBU WATER AND SANITATION COI\{PANY
Annual Reports and Financial Statements

For the ear ended June 30 2023 Awareness channels

used

-Draft communication
policy
- 3 Social media

accounts active
-Education materiats in

place

Customer care week

held

Develop customer communication

policy
Update of social media channels

Develop education materials

Provide timelY feedback to

customers

Conduct annual customer

satisfaction surveys

Implement customer satisfaction

surveys recommendations

Hold customer care week

No. of EWASCO social media

accounts

Level of uPdating/resPonding

social media

Education materials Published

Operational customer care centre

Customer satisfaction survey

reports

lmplementation of customer

satisfaction survey

on customer care weekReport

'74o/o it 2O2l to

85Yoby 2026

-ERP system in Place
-lCT policY in draft

form
-Billing system

integrated

-All Staff trained

-Annual work Plan'
Approved budget in

place

Procurement Plan in
place

M&E reports done

List of idle items being

developed

ICT policy aPProved and adoPted

for use

Updated and integrated billing

system
No. of trained emPloYees

No. of dePartmental SOPs'

procedure manuals and qualitY

manuals comPleted

Approved financial management

manual

Annual work Plans, Procurement
plans and budgets

Quarterly M&E rePorts

An-nual financial & Audit rePorts

List of idle and disPosable assets

ERP system in Place and operational. Implernent an ERP SYstem

. Formulate an ICT PolicY

. Update and integrate customer

billing system with the ERP

. Train emploYees on the use of
ERP

. Prepare SOP, Procedure

manuals and quality manual

. Preparc financiai rePorts and

staternents

o Coordinate and facilitate timely

financial audits

. Prepare list ofdisPosable asses

1: To increase

revenue from

Kshs 432M in
2O2l to Kshs

6l9Vby 2026

KRA 5:

FINANCIAL
SUSTAINABILIT
Y



EMBU WATER AND SANITATION COMPANY
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For the ear ended Ju ne 30, 2023

90o/o 2021
2026

I ncrease

fi'om

-98o/o

2. To
collection
efTiciency

. Mctcrs readers using smart
technologies

. Level of compliance with bill
dispatch timelines

. Reviewed Debt Management
Unit Structure

o debt recovered
. No. of Delaulters engaged,

signed off
. Revised penalties included in

the new tariff structure
o Reviewed debt policy

Maintain a regular meter reading
and billing cycle
Dispatch bills on time
Restruchlre Debt Management Unit
and recruit/deploy additional staff to
do a debt recovery
Follow up of debrs owed by
government institutions
Send reminders to customers
timely disconnections
Review debt policy

self-meter readingImplement

module
-AIl meter readers
smartphones

-Regular meter reading
cycle
-Bills disparched on
time
-Unil restructured
-Demand letters done to
institutions
-SMS reminders sent
monthly
-Debt policy
reviewed

uslng

KRA 6
CORPORATE
GOVERNANCE
AND
STAKEHOLDER
S

ENGAGEMENI..

l: To promote
good corporate
governance

practices

. A board charter in place
o No of board trainings

conducted
. Monthly internal audit/

compliance reports
. Approved CSI policy in place

Train board and management on
good corporate governance
practices

Review and iipdate risk registers
Prepare a Corporate Social
Investment (CSI) policy

Develop board charter Board charter in place
-Board trainings done
-Monthly internal audit
reports

-CSI policy in place

3: To enhance

stakeholder's
management

o No of Meetings Held
. Post information on lhe website
. No. of the Reporrs published
o No. of stakeholder's forun held

(AGM) Hold Stakeholder meetings
yearly

Regular information on the website

Hotd Annual General Meeting -ACM held.
-One stakeholders held
-Meetings, barazas

KRA 7: HUMAN
CAPITAL
MANAGEMENT

I .To recruit,
develop and retain
a motivated and
productive team

o Signed contracts in place
. Organization structure and Job

Evaluation Repon

Recruit motivated team
Hire consultant for organization and
grading structure review

-Staff signed contracted
and are filed.
-Consultant hired and
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Level of job evaluation

recommendalion imPlementation

Conduct organization structure

review and job evaluation

Implement recommendations of the

Job Evaluation Exercise

-JE

completed

assignment

2.Increased

productivity

Approved training Programme
and budget

Performance management.

- Training program ln
place

-PM implemented

3.Well
compensated and

motivated
employees

4. Motivated &
Productive staff

. Staffwith signed PCs

. staff appraised every 6 months

. Revised HR manual

. Employee satisfaction rePorts

. No. of team building activities

. Number of sports activities

. No. of intern recruited

Train staff members on the PFM

S i gn performance contracts

Appraise staff performance every 6

months

Review the HR & OSH PolicY
Employee satisfaction surveYs

Carry out team building activities

Intemship programme

-Staff trained on PFM

-Signed PCs filed

-Approved OSH PolicY
developed
-25 Intems boarded

-Sports carried out

xxll
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I'MBU WATBR AND SANITATION COMPANY
Annual llcports lnd Financial Statcm cnts
For thc vcar cnded Ju nc 30,,2023

8. CORPORATE GOVERNANCE STATEMENT
Thc corporate govcmancc structure ensures that we act with high standards of corporatebchaviour and in the best interests ofour stakehorder. The Board of Directors has the authorityto pcrron. the functions and detennine the poricies that contror thc company activities. TheBoard is rcsponsible lbr thc ovcra corporate governancc arrd approves strategic dircctions andbudgets on thc othcr hand, the managcment ensures trrat a, statutory requirements arecomplicd with, internal contror systems are in prace and operate effectivery; in addition, ensureboard decisions arc fully implemented.

l'hc structurc o[thc Board is as pcr the corporate govcmance guidelines iss,cd by the waterScrviccs [{egulatory Board.

' 'r'he lJoard of Directors comprises of 9 members nominated by rcspective stakehorderinstitutions and two representatives of the Embu County Govemment.o The Managing Director sits in the Board as its secretary.

' The Dirccto.s arc appointed for a tcrm ofup to three years and are erigibrc for.rc-appointment for another final term of three years.r The Dircctors have a broad range ofskills and expertise.. The Board has three committees namely; Technical, Finance, Administration &Strategy, and; Audit Risk and Compliance.

' Any issuc(s) outside thc above committecs rnay be handred by spcciary constitutcdad hoc co,rnrittce, madc by a resorution of thc Board of oirectors i".rrai.g itr--"nrcnrbcrsh ip.
. The Board, in consultation with ma,agcmeht, develops strategic direction for theannual and long-term period.
r 

'hc 
board arso prcpares for the Annuar Generar Meeting and dctcrmincs the agendain which annual audited accounts arc also presented.

At its regular mectings, the Board considerations includc:. Quarterly Tcchnical, Corporate and financial progress reports.. Quarterly Audit reviews and reports.

During thc year' thc Board hcld two retreats at Kenya Schoor of Monetary studies for theDirectors with management and induction of t*o ne* Directors, and in Mombasa lor theinduction of new Board members.

Composition of thc Board of Dircctors.
Thc Board is chaircd by FCpA John N. Nyaga who gives direction during board mcetings
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For the ycar cndcd Junc 30, 2023

Tcchnical Committcc

The cofrmittec is chairedby Prol Johannes N. Njoka, and includes Mr. Jarnes N Mubothi and

Ms. Maureen M. Muriithi. Thc cotnmittee secretary is thc Head o[,l.echrrical Serviccs. Each

memberoftheComrnitteehasagcneralfarnitiaritywiththetechnicalaspectsoftheWatcrarrd

SanitatiorrirrdustrynecessarytoundertaketheCommittee'sresponsibilitiestooverseethc
company's tcchnical activities. The Committee advises the Board of Dircctors on tcchnical

mattersinvolvingtheCompany'sinternalandextemaloperations.[tassiststhcBoardof
Directors in monitoring and reviewing project(s) dcvelopment and rxajor assct acquisition Thc

.committee rcvicws and makes rccommendations to thc Board of Difcctofs on matters relating

to thc infrastructure assets of the company, including building master plans, capital project

plans and so on.

Financc, Administration & Stratcgy Committce'

ThecommittecischaircdbyDr,WinnieGacugu,andincludesRevMercyNjagiandMr.James

N. Mubothi. The committce Secretary is the Head of Financc and cofirmercial ServicesEach

memberhasexpcricnceinmanagernentskillsnecessaryfordischargeofdutics.ThcComrnittee

supports and assists the Board in the effective discharge of the Board's responsibilit ies in

fi,run.a,.oqporuteaffairssuchashuntanrcsource'informationandcomurutlication'
procurement;nd adrninistration. Ths committce receives and reviews rcpo(s on the fillancial

p.rfo*un.., annual budget, changes to the water tariff and staff matters' The Committce

ensuresthatadequatcplans,policicsandprogrammesareinplacetoprolnotctheeffectivcncss'
integrity and security of the Company infonnation tcchnology systoms and their opcrations'

Audit, Risk & Compliancc Conrmittcc'

The committce is chaired by cPA Edwin Mukundi. othcr members include CPA Patrl N 1'higa

andCanonJohnM.Gichangi.TheCommitteesecretaryisthetlcadofAudit,Riskand
Compliance.EachnremberhasexperienceandnecessaryskillstoundertakctheComrrrittcc's
responsibilitiestooverseetheCompany'sfinancialrcportingprinciplcs'policics'controls'
pro..drr., and its auditing activities The audit Comminec mcets and reviews reports liorn thc

Head of department detailing rnajor findings on internal audit, investigations and considers

managcment response or actions thcreto'

co,,*itt..reportssunrmarizingissuesdiscussedbytherespectivecommitteearethentabled
to the full board by the respective committee chairs where they are adopted for delibcration and

resolutions madc accordinglY.

During the ycar the compally held one stakeholder forum one on preparation of thc anrrual

gcncral meeting and appointnlent ofthe selection committee'

The analysis of the board meetings hcld during the pcriod are summarized below:
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I]MBU WATER AND SANITATION COMPANY
Annual Rcports and Financial Statcmcn ts
For thc vcar cndcd Ju nc 30, 2023
Iloard and Mcmbcr Pcrlbrmancc
Thc Board wilr conduct an annuar cvaluation to appraisc its pcrfbrmance. This evaruation wilrbc ca*ied out in accordance with the Board eraruaiion tool. The Board evaluation providcs anopportrrnity for Board rnenrbers to identify strengths, collective ski gaps and individr.ral areasof improvcrncnt. The tsoard wi arso rcview the p.rfo.run.. of each committcc against thc

;:::::::*, 
ot rcterencc. The Board wilt atso evaluate rhc pcrformance ot the i{anaging

Conflict of In tcrcst
A conflict of intcrcst rnay arisc whcrc a Board member or close family member such as aspousc' child, parent or sibling has privatc intcrcsts that courcr impropcrry iufluc.cc thcperformance of the Board mernber's_officiar duties and responsibirities. connr.t,nuy utro urir.whcrc a Board member uscs their office for personar gain. Board membcrs are required to avoidconflict ofintercst and dcal at arins-lcngth in any maiter that rerates to the organization. whereconflict ofinterest arisc thc board membcr shafl be required to dccrare stating the nature ofanyactual or potcntial conflict or interest to the Board. The Managing Direcior shourd keep arccord of conflicts of intcrest decrared, for acco,ntability purposes, an<i as a rule of goodpracticc on appointment and ou regular intervals.

Board Rernuncration
Board mcmbcrs shalr bc rcmuneration for their serviccs are approved by shareholders in anACM' l'he approvcd rates are in linc with prevailing rerevant regislative provisions and orguidancc fronr the rercvant authority. In line with best p-ractice, the remuncratio, should incrudesitting and travcl a owances. The Directors wi be entitred to per diem equivaleut to theManaging Director's' whcnever they are conducting or attcnding organization,s busincssoutsidc its ar.ca ofjur.isdiction nccessitating slecp ovcr-

Covcrnancc Audit
The Board should ensure that a

b a si s rh e purpo s e o r trre ;;,:l #:ffi :[1 "."'lj,:1ill'il:' :l:J :l.i:.i :ffifr ffilh ighcsr standards ofgood governaricc.

xxvl
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EMBU WATER AND SANI'I'A1'ION COMPANY

Annual Rcports and Financial Statcments
2023

The developmcnt of EWASCO resulted from four critical elements that go alongsidc its vision'

mission and core values which are anchored in the strategic Plan 202l'2026' 'l'he critical

elementsare:operatiorralperformance;finarrcialperformanceandlnvestmentlevelsthatassist

thecompanytooriefltateitsservicestowardsdemandforserviceimprovementtowardsthe
poor. Th" company continucs to excel as measured by WASREB performance indicatcs cxcept

forNon-RevenueWater(NRW)managementthathaveattractcdtheattentionofall
stakeholders.

The key perfonnance areas for EwASco within the Fy2o22t2o23 included: operational,

Financial and investment projects to enhancc financial sustaiDability and service delivcry of

both watcr and sewer services.

For the car cndcd Junc 30
0 MlNncunlrNT DIscussIoN AND ANALYSIS

Operational Performance

The co,npany perfortnancc is reported under water and sewcr covcrage. The water supply

covoratc has improved to 1,600 km2, while the mandated area has incleased from 80 km2 to

2,02s L2 through public dema'd. The population served has increased to approxirnatcly

232,000 by Jtrrre 2021. These improvemsnts in covcragc have been funded through grants,

donations,own.generatedfundsandcommercialfundingthroughvariouspartnerssuchasThc
Embu County Govemment. The Community, Bank Loans, WSTF' CDF' TWWDA' GOK'

KWS, KENCEN, World Bank grants, EWASCO and by grants in Aid by JICA'

Financial Pcrformancc

Thecompanycolrtilrucstodowcllitrtermsofrevenuecollcction,at95%.Thisshowsthat
revenue collected as a percentage of revenue (Billing) provided for sustainable levels of

operating and maintenance cost. The company is financially sustainable as tho internally

g.n.ru,J funds cover operating and maintenance cost and some investment projccts'

Corporatc Govcrnancc

EWASCOstrivestocornplywiththecompany'sAct,Cap486'waterAct20l6;thoKenya
constitution 2010 and all other laws and guidelines as spelt out by wASREB. The key issues

raisedbyWASREBguidelinesinclude:PublicparticipationinappointmentofDirectors,
oversighi and supervision roles of thc Board, information and control systems checks and

balances in operations and compliance to set water servicc Providers (wSP) systcms;

Financiat management to measure compliance with applicable IFRS and IPSAS'

xxvll
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TATION COMPANY
al Statcmcnts
2023

Succcssion PIan
In hne with thc wASREB corporate govcrnance guidelines, thc conrpany through stakeholdershas cnsurcd that the board appointments arc stJggcred so that the board members retire onrotation As thc mcmbcrs retire at the end of their tenure, the appointment of the ncw membersof tlrc board is done in strict cornpliance with thc rcgulator,s guidelines.

Board Chartcr
Thc Company has an approved Board Chartcr in place.

Appointmcnts of Board Mcmbcrs
whenever thcrc is a vacancy in the Board, the vacancy will be advertised in thc ncwspaper withrlatio,ar circuration rntercsted persons appry after being nominated by the rerevantstakcholdcrs' bodies thcrcafter thcy be .l".i.d du;ng the Annuar Generar Meeting. Thedircctors reprcsenting the County Govcrnment ofEmbulre appointed by the county secretaryand thc head of pubric scrviccs. The names of erected dire*ors wi, bc filed with the Registrarol Companics.

Ccssation of a Director
Board member will cease to be director, if the person:

a) Scrvcs the Chairpcrson with a written noticc of resignation; orb) Is absent, without thc permission of the chairpcrson] from three consccutive rnectings;

c) rs convicted of an offencc. and sentenced to imprisonment for a term exceeding sixmonths, or to a finc exceeding twenty thousand ,iillingr; o.d) Is incapacitated by prolonged physicar or mentar irness from performing his duties asa mcmbcr of thc Board.

No, Dirc(to/s Name
No, ofM$tints A crded W ZOZ?.2023

tullBorrd

Meetings

SpccialEoard

Meetirts

Comminec

MEedrgs

Trainlngs/Work

slop/came5

Ad hoc

Commlnecs
Consulhtive ACI{ Intcniews To hlt

I ICPA John N 8r 1 3 0 I 0 0 0 0 52 loh n Cicha I 3 0 1 0 0 0 0 53 Jamcs MubotJri I 3 0 I 0 0 0 0 54 Rt Rcv.SanruclN n8l 3 8 0 3 2 8 0 2 265 [dwin trlulundi 3 14 2 1 7 I 1 ? 4t6 Dr, Winnie N cru 2 14 1 1 7 7 I 2 397 VimalChadha
2 I 4 3 1 3 0 2 23u Rey. [lcr Muri 3 1+ 4 4 1 3 1 2 329 Dr,lohannes Njoka l 6 0 1 4 0 l 0t0 Maurcen Mukami I 12 0 2 4 3 1 0 23ll PaulN. Th l r0 0 2

1 1 0 1St2 Richard Mb 080 2 2 0 2 1
? 11t3 Damiano Muthcc 7

I 1 0 2 0 0 7l4 &uth Ndiran u 0
0 0 0 0 4
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r cndcd Junc 30, 2023For thc vca
removal ofa membcr based on nonacrfonnancc, uncthical

The EoaLd may also recommend the

conduct or as set out in any constitutive documents or applicablc law. Any removal of a Boald

member appointed bY the CountY Government shall be through lormal revocation 'l'hc

Managing Director will ensure that a rccord of the appointment letter and written acceptance

by the Board menrbers is kePt in the personal file of the Board member

Indcpcndcncc of Board Mcmbcrs

All Board membcrs, including those nominatcd by County Covernment of Embu' shall

recognizc that they owe their duties to EWASCO and not their nominating stakeholder'

'fcrm Limits
Board members shall hold office for a period not exceeding threc (3) years and are eligiblc for

re-election for another telm of three (3) ycars. A Board member may bs appointed fol a

cumulative ten11 not exceeding six (6) years. The renewal of Board Member's tenure for a

sccond term shoutd be subject to an acceptable evaluation as detennincd during Board

cvaluations. ln determining which directors are to retire at thc Annual General Meeting the

processshallbeguidedbyprovisiorrsoftheMemorandutnandArticlcsofAssociatiotras
amended from time to tinrc'

Ilcsignatiort from thc Board

A Board member may resign at any time by giving notice, in writing, to the Clrairpcrson of thc

Board and/or the Managing Director ofthe organization. The resignation shall takc eflcct upon

reccipt ofnotice by the chairperson or at any latcr tirnc specificd thcreirr and unless othcrwise

,p..ifi.d in the notice, thc acceptance of such resignation shall not be ncccssary to make it

effective.

xxv

,

Board lnduction and Training

The Board will providc new Board members with an effectivc induction programrnc in order

to familiarize them with thcir responsibilities as dircctors, gencral plinciplcs ol corporate

govemance and Board practices. The induction programme will also provide the Board membcr

with an orientation of the organization, str:ategic Plans, Financial status and policics, risk

management, compliance programmes and the Code ofConduct and Ethics'

The Board will ensure that a competence necds asscssmcnt is carried out periodically and an

arurual development plan pr"purrJ to addrcss identifred gaps. ln this regard, Board rncrnbcrs

will be provided with access to, or notice of, continuing devclopment programs that are

designej to keep members abreast ofthe latest developnlents in scctor bcst practice, corporate

go,.*un..andcriticalissuesrelatingtotheoperationofpublicsectorboards.TheBoardwill
Iatisfy itselfthat its mcmbcrs are up-to-date with continuous plofcssional dcveloprncnt in their

respectivc Professional bodies.
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Invcstm cn t Dccisions

The nrajor invcstnrcnt made during the year wcrc:

' Thc invcstment made during the year was l4 km Gachuriri water piperine comprising
of oD 90 mm and 63 nrm and a water kiosk at Gachuriri funded by water se.to, Trust
Fund,

' 19.4 krn of rcrocation and/or rerouting of the pipes arong the Muthatari _ Karurina &
Muthatari - Kimangam road under Annuity prog.amme by the Kenya urban Roads
Authority,

r thc Filter latcrals and Media repackaging at Mukangu WTp and. thc Old Scwcrage plant wall reconstruction.

Matcrial arrcars
During the period under rcvicw the company had not settrccr corporate tax liability broughtfo'ward from the previous periods. However, the management had put in place mechanisms toaddrcss tax issues through tax consultant to deal with toth vAT refund and tax arrears. TheVAT rcfirnd claim had not bccn concluded as at thc year end.

In addition; thc company had not scttred the revies owed to wASREB due to re-computation
of the lcvics fi'orn l% to 4 % for the pcriod July 2021 to December 2022. Thc management hasput in place mcasurcs to addrcss the issue.

Therc was no long-tenn financiar obligation in form ofa commcrciar loan over thc period.
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IO. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

The Company exists to transform lives through provision of watcl and sanitation sorvices

within the area of iurisdiction. The Company recognizes that it has responsibilities to all

stakcholders which include the interests of customers, suppliers and employees and thc

community; the need for cornpany's relationships with customer, suppliers and others; and thc

impact of its operations on the local communities and the surrounding cnvironmcnt rvhcre it

opcratcs. customcrs are highly regarded and valued and their contribution to the Company is

highly respected.

i) Sustainability stratcgy and profilc

Access to alfordable water and sanitation services is provided for in Scction 43 olthc Keuya

Constitution (2010). The Constitution has made provisions on lcgislativc, policy and

implementation framework at national and country levcls. Furthcr, Kcnya's national

dcvelopmcnt agenda as documented in Vision 2030 recognizes that water and sanitation

services are at the core of social economic devclopment.

Eurbu water an<l sanitation cornpany has an opcrational S-year Stlatcgic Plan (2021/2026) to

providc a basis for mecting the sustainability ofthe company. Thc Strategic Plan ackuowledgcs

the challenges and provides us with a road map on the pertinent issues tlrat we nced to addrcss

towards thc achievemcnt of universal access to water and sanitation services witlrin the

company'S ar.ea of scrvice. Our vision, miSsion, motto and values are paramount to thc

achievement of the strategic objcctives spelt out in this plan. These will be achicved by

embracing the principlcs ofgood governancc, cnsuring thc company is financially sustainable,

innovation and adoption ofnew tcchnology for enhanced service delivery. We remain custoulcr

focused through the provision of quality products and services to our customers, EWASCO

will continue to provide water and sanitation services in an cfficient, effective, affordable and

sustainabIe manner.

ii) Environmcntal Pcrformancc

Embu water and sanitation company (EWASCO) limited pridcs itself as a custodian of the

environment and has put in place environmental safeguards aimed at protecting and enhancing

its wellbeing. The company opcrations take into account the impact thc products havc on the

cnvironment. We usc several Chemicals in water treatnent. Thc trcatment proccsscs also

generate wastes that have to bc rnanagcd. After supplying the clean watcr, thc colnpany

collects, transports wastewater for safe handling before discharging it into thc euviroumcnt.

Thc company complies with Water Rcsources Authority and National Euvironmelltal

Managemcnt Act (NEMA) conditions.

The company environmental policy is under development but uses the govcrnmcnt's guidclincs

on the environmental safeguards. For example, all our water treatment facilities have holding

ponds for wastewater for further treatment before they are released back to the environment

The chemical handling and storage are handled in line with the manufacturer's directions.
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In our pursuit of environmcntar stewardship, we havc rcarized some success and chairenges.Arrong the success, we have rearized is the expansion of the w.ste*uter tfcatment prantcapacity and the acquisition of the .orp.ny-o*n.d .*h.u.t., truck. This has increased thenumbcr ofrcsidents with direct sewcr connections and thc number served through thc exhausterscrviccs thus making our environment safer. Flowever, *. rrur. arso surfered misuse of thesewer scrviccs and the poor handring and ,anagement oF sorid waste, wastcwaterinfi'ashrctur.e vandalism c.g. theft of manhole *r",=]-rol,a wastc dumping, clogging andencroachment into the waylcavcs.

The wastcwalcr cihaustcr truck is liccnscd by the NEMA an d both sewer trcatmcnt plants ar.eliccnscd by NEMA, monitorcd by thc public health and NEMA for compliancc with the laiddown rules and rcgulations. 1.hct rcatmcnt process for both water and wastewatcr are bothqualify controlled and assured inte rnally aud extemally in strict compliance with the regLrlatorrequtrcntcnts at the agreed periods

i ii) Employee Wclfarc

Thc cornpany prays a rore in thc protection of watcr catcrrment and has bcen presented inrnectings for watcr Rcsourcc Uscrs Association lwRu,tj- Iivery year the conlpany takes partin trcc pranting exerciscs and d'ring the ycar urao ,*i.* the company took part in trccplanting activitics.

1'hc company rccognizes that hearth, safety and training, pray a key role in ensuring ourcnrployecs commitmcnt to rcsponsibitity in ti,, *o.*ptr.. 
"ird 

a working environment in whichpersonal and cmproymcnt rights are upheld. Effectivl policies and procedures are arigned withCompany necds and thc promotion of gooa communicati<
consistcnt derivcry ofrelevant information to emproyecs. 

)n procssses, to assist timcly and

The company providcs cquar opporrunity for a, employees andjob appricants. It has in pracepolicies covering issues such as performance nrunug.r*,, ouining and famiry friendry po.riciessuch as conrpassionatc Leavc, benevolent nrna, poLrnity r-eave alnong othcrs. The emproyeesofthe compa,y are invorved in variors sporting actiritics ano they are active prayers ofvarioustcams which compctc locally and nationally. During the y.u.,rr. osH u,it was established, an

::T,f:',"ffil1,::I;:., the requiremenr,naTn.air,ion thc osrr p"ri.y*,, a.l.i"p.a

iv) Markct placc practiccs
a) Responsibre competition practice: The company's business is to suppry treateddomcstic water and sanitation services which are ,egulrt.a. The tar.iff used is approvcdby. thc r.cgulator aftcr a process of involving ttre statl trotr

pubt ic engagement. Furticr the compariy r;;;;-rliJt.#,1,:ll,# il.i:il:lcompctitors' we communicate the *inning bidaer ana at the same time to theurrsuccess'ur bidders giving the rcasons their bids were not successful and arso time toappcal bcfore award lcttcr is issued to the successfut bldaer.
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b) Responsible Supply chain and supplier relations The cornpany being a Public

Company is guidcd by the public procurement and Disposal Act of 2015 and also the

Public Procurement and Asset Disposal Regulations 2020 in procurcment ofgoods and

serviccs to ensure competitive bidding and quality of product or service at lowcst cost

arercalized.ltalsoensuresthatitssuppliersarewellsensitizcdonthecompany's
procedurcs from procurement of goods/services to the final process of paymcnt' Thc

.o,rpuny also honors supplier contracts and respects paymcnts within thc ctedrt period

given.

c)Responsiblemarketingandadvertisement:Theserviccofferedbythecompanydoes
notinvolvemarketingandadvertisementofthescrvice,rathertl,tccompanystakeholder

engagcment is paramount. Stakeholder cngagclllent and public pa(icipation in key

areasaffectingscrviccsofthecotnpanysuclrasscnsitizationonconrpanyact|vltles,
strategic plan validation, among others' This is done through customcr or supplier

scnsitizations from timc to time.

d) product stewal.dslrip: Efficient delivery of services to our custollrcr is onc of thc crucial

areas of the Company. The aim is to sustain 24-hour scrvicc dctivcry atld minimum

interruptions to the flow of water' This goal was aclricved in most of thc arcas of our

water supply. Customer scrvice is an area ofhigh priority as the Company is cognizant

of the im;ortance of the customer in the servicc delivcry process and indeed to its

overall perfomrance.

Durirrgtlreperiodunderrevicw,thecompanyoperaterlthecustollerserviceopcratiottsitlall
our satellite offices. The company is therefore committed to effective communication with the

customers and sensitizing them on key issues in the management of water resource espccially

at the consumPtion Point.

Though tlte cotnpany has not fully met needs of un scrvcd customers' tlie cornpany has

endeavor"d to extcnd service using its own rcsources and has even mobilized funds lrom

dorrors aud commercial loans in the past to extend servicc to customers'

v) Corporate Social Rcsponsibility Policy / Community Engagcmcnts

The company recognizes the need for Corporate Social Rcsponsibility (CSR) and has a policy

in which finds set aside during the annual budget for CSR are utilizcd. The policy stipulates

the budget to be utilized as follows:

o |)o/oto destitute childrcn home towards food

ol0%onactivitiesoutsideservicecoverageareasofEWASCo,butwithinEmbuCounty
o lOYo on National Disastcrs

, 6lo/oon water related issues within the water and sanitation supply area of EWASCO

. l|o/oon donations and unforesecn cmcrgencies

DuringthcycarthecolnpanyundertookCSRinitiativeprogramsthroughidentificationofthc
couununity needs and spent a total of Kshs 677,375 00

xxxl
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program includcs

' Sports: Thc company supportcd Athretics Kcnya thror-rgh payment or rcfcrces, reesj;;Ii::1ffie;Tlil,f rhe year thc..;r;; *uJ,.0*,*,* in various sporting

Iiiendly compctition. 
cotball leagues, Dart frie,dly compctition, ,qrur. una fooi

' Health: Thc company supportcd Madaraka day activities hcrd in Embu countvgovemment and ensurc the clea'water services a.e avaitaU.tc to "rr.,*,lrrrr. 
.",,,,,,

. Environment: Cuidcd by Government directive 
"" N.;;;(hc company uno..toor initiottr. orpronttng r,ooo,;;:;:ff:"J;.".:,r.lilrjl;];

trcatment areas to improve on the e,vironm-ent. Thc company has arso becn iuvorvedin town beautification project by emu, counry irrrorri i.r,r,o, olwarer for watcringflowers' piping water to areas.and^an ariocation 
"rp"rirJ, 

from Kenya Nationar ,ibrarv

,[iil::::: 
officc wherc EwASCo t, ..r,vire'*i'-o tandscaping excrcisc and its

r Sociar evcnts: During,the.ycar the company participated in sociar cvcnts and nationaiholidays such as Madaraka day, Mashuja; ;;;;, Karaba and Jamhuri day hetd atKairuri grounds. Thc company provided frce water r,
public in thc thrcc days. 

vith the watcr bowser to the gcncral

. Stakeholdcrs: The
stakehorcrcrs 0,,,.,0j;iff;lrrT::,J.JT:,::r;.";rff J;;I,Tff ff ,r:X:
::ilXffi,*:,,:y 

relationships with its institutionir srarerrotaers by hotding regular

constiturion 
"r*."r.'ii,llouiring 

stakeholder participarion u, .nrllrin.i lJ tn.

Thc company hcld the Annr
stakehordlr,srcp,.,.,,.,r.,l,t*offi i,"ff If"I,:.:Tl;:,1:xi1,3TzrJii.:ffi .'l;makcs flulr presenration to stakehoriers to .rpruin ;;; furure deveropments in acti;iticsundertaken by cornpany, roilowed by an open qr.rtio;;;; answer session which providesstakeholders with opportunity to ask directors a"i..""g;;., 

ouestions regarding operationsand pcrformance of thc company.

Thc company recognizes co-cxistence with others hence, it has bccn actively i nvolvcd inactivitics and social cvcnts occurring withi n lts area ofjurisdiction. Scveral cvents of sociainaturc in which cornpany has been involve d with include
Thc

XXXII
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II. REPORT OF THE

Thc Directors subrnit thcir

Principal rctivitics
The principal activities

mandatcd arca.

DIRECTORS.

report together with the audited financial statcmcnts for thc ycar

ended June 30,2023 which show thc state ofthe company's affairs

of the company are provisiort of watcr and sanitation services within

Dividcnds

ThecompanyisapublicutilityownedbytheEmbuCountycovernmcntonbehalfoftlrepcoplc
ofEmbu.Thecompanydoesnotissuedividendsinsteadanysurptusisploughcdbacktoextend
the servicc to the Public.

Results

The results of the cornpany for thc ycar ended June 30, 2023 ate set out on page I - 28

Dircctors
ThemenrbcrsofthcBoardofDirectorswhoscrvedduringtheyearareshowtlorrpageiii&iv,
in accordance with Re gulation of the company's Articles of Association'

Auditors
TheAuditorGerreralisresponsiblefortlrestatutoryauditofthccompanyinaccordancewitlr
Article 229 of thc Constitutiou of Kenya and thc Public Audit Act 2015'

By Ordel of the Board

s#ortrresoard
Scptcnrbcr 14,2023,

xxxlll
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Thc Dircctors are 
'cs,onsibrc, 

for. the prepararion and prcscntation of thc Embu warcr andsanitation company's financial statcmcnts, which give a t^re and fair vicw ofthe state ofaffairsof thc Embu water and Sanitation company fbr ;d ;; ;, the end of thc financiar year ende.on June 30, 2023. This r.esponsibility in.tua.r,i) Maintaining adequatc rinanciar management arrangements and ensuring that thcsecontinue to be cll.ective throughout the reporting pcriod;ii) Maintaining propcr accounting records, which oi.tor. *iti, rcasonabre accur .acy at anyrime rhe fina,cial position of the ErU,, Wut.,,,d S",i",;;, ;;;;;;;q\.Lurduyiii) Designing, impremcnting. and maintaining in,.*i .onno,, rclcvant to the prcparationand fair presentation of the financial ,*,lr.n,r, ona ensuring that they are frce frommatcrial misstatcments, whethcr duc to error or fr.aud;iv) Sa[e guarding thc asscts olthe Embu Watc, and Sanitation Company;v) .Selccting and applying appropriate accounting policies; andvi) Making accounting estimates th.t ,r. ,..rnn.'bl.-in th" 
"i."u,,.tun..r.

][Jfi:'Ti;'i:fTij, for the Embu watcr and Sanitation company,s nnanciar

rcas on a b r c a n d p,,, d.,, j d s;,p.Tl,T: :;;,T, iJffTilt ffi TIf ffim ;X*:"|J
l,T::Ii:1il1'#FRS)' 

and inthe mann"'r"q,i..uirln. pFM Act20r2, *"i.,o.ilo,u

The Drrcctors are of thc opinion that the Embu water and Sanitation company,s financialstarcmcnts givc a true and fair vicw of the state ori.uu'wu,., and sanita;io;co;;;;r,,t'ansa*ions during thc financial year cnded lrr. iO,'iOZ:, ;J;;;;;,ffi;#:*,Sanitation cornpany's financiar position as 
" 

,nri o.n. ine Directors further confirm theconrpretencss of the accourrting rccords ,urn,ui,r.a- ro, 
'thc 

Embu water company and

Sllllllill:,',llll,Tl:,::"TJ'"ed upon in'r" p"po*'io"n orthe Embu wu,.r co,-,iponv.,a

conrr.ol. 
nrs as wcll as rhe adcquacy of rhc systems ofin,.,*i ?,"j"",.,

I2. S'I'ATEMENT OF DIRECTORS'RESPONSIB II,ITIES.Scction 164(2) (l) of the public Financc Management Act 2012 and the Company Act 2015rcquire the Directors to prepare financial statcments in respect ofthat Company, which givc atrue and fair vicw of the statc of allairs ofthe Company at the cnd of thc financia I year and theopcrating rcsults of the Ernbr.r Water and Sanitation for that year. Thc Direc tors are also requircdto cnsurc that the Iirnbu Water and Sanitation Company keeps proper accountrng rccords whichdisclosc with rcasonable accurac y the financial position of thc Embu Water and SanitationCompany. The Dircctor.s are also responsible for safeguar.ding the assets of the Embu Waterand Sanitation Company

xxxlv

I



EMBU WATER AND SANITA'TION COMPANY

Annual Reports and Financial Statcmcnts
unc 30, 2023For thc vcar cndcd J

Nothing has colre to our attcntion of the Directors to indicatc that thc ComPanY will not rcmatn

a golng conccrn for at least the next twelve months from thc date ofthis statcmctrt.

Approval of thc financial statcmcnts

rtl.Collnp,ny',financialstatemcntswereapprovedbytheboardon|410912023andsigrredon
its behalf by

FCPA JOHN N. NYAGA

CHAIRMAN OF THE BOARD

Eng. JAMES N. NJERU

MANAGING DIRECTOR'

H
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F THE AUDITOR-GENERAL ON EMBU WATER AND SANITATION
A IMITED FOR THE YEAR ENDED 30 JUNE, 2023
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ttention to the contents of my report which is in three parts

the Financial Statements that considers whether the financial statements
presented in accordance with the applicable financial reporting framework,
g standards and the relevant laws and regulations that have a direct effect
ancial statements

LaMulness and Effectiveness in Use of Public Resources which considers
with applicable laws, regulations, policies, gazette notices, circulars,

and manuals and whether public resources are applied in a prudent,
economic, transparent and accountable manner to ensure Government
value for money and that such funds are applied for the intended purpose.

Effectiveness of lnternal Controls, Risk Management and Governance
siders how the entity has instituted checks and balances to guide internal

s. This responds to the effectiveness of the governance structure, the risk
ent environment and the internal controls, developed and implemented by
rged with governance for orderly, efficient and effective operations of the

opinion does not necessarily mean that an entity has complied with all
and regulations and that its internal controls, risk management and

ystems are properly designed and were working effectively in the financial
vtew

arts of the report are aimed at addressing the statutory roles and
of the Auditor-General as provided by Article 229 of the Constitution, the
Management Acl, 2012 and the Public Audit Act, 2015. The three parts

when read together constitute the report of the Auditor-General

THE FINANCIAL STATEMENTS

inion

the accompanying financial statements of Embu Water and Sanitation
ited set out on pages 1 to 46, which comprise of the statement of financial
30 June, 2023 and the statement of profit or loss and other comprehensive
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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 Public Audit
Act, 2015. I have obtained allthe 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 Embu Water and Sanitation Company Limited as at
30 June, 2023, and of its financial performance and its cash flows for the yearthen ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Public Finance Management Act, 2012 and the Water Act, 2016.

Basis for Qualified Opinion

1. Long Outstanding Trade and Other Receivables

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects a balance of Kshs.266,015,873 in respect of trade and other receivables which
includes Kshs.261,818,261 in respect to trade debtors which further includes
Kshs.184,871,866 relating to trade debtors that have been outstanding for more than one
year.

ln addition, the ageing analysis revealed that Kshs.42,870,148 was owed by some of the
major debtors which include the Embu County Government and the Government of Kenya
institutions. lt was noted that most of the water consumption accounts were either inactive
or had been disconnected.

Management has not provided plausible explanation on measures being taken to recover
the long outstanding debts as their continued non-settlement is affecting the liquidity of
the Company.

ln the circumstances, the validity and full recoverability of the long outstanding trade and
other receivables balance of Kshs.184,871,866 could not be confirmed.

2. Long Outstanding Trade and Other Payables

The statement of financial position and as disclosed in Note 28 to the financialstatements
reflects trade and other payables balance of Kshs.235,727,468 which includes trade
payables balance of Kshs.202,125,977 which further includes Kshs.124,425,452 owed to
four (4) creditors that has been outstanding for over two (2) years.

No plausible explanation has been provided for failure to settle the long outstanding trade
and other payables in the year to which the expenses were incurred or subsequent
financial years.

ln the circumstances, the existence and validity of the long outstanding trade payables
balance of Kshs.124,425,452 as at 30 June, 2023 could not be confirmed.

Report of the Auditor-General on Embu Water and Sanitation Compony Limitedfor the year ended 30 June, 2023
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3.U u ported Kenya Revenue Authority (KRA) Refund Claims

sly reported, the statement of financial position and as disclosed in Note 21 to
ial statements reflects tax recoverable balance of Kshs.31,519,506 in respect
fund claims. However, Management did not provide a schedule to show the

ed Budget

ment of comparison of budget and actual amounts for the year ended
2023 reflects Kshs.441 ,393,472 and Kshs.564,870,275 in respect to total
income and expenditure respectively resulting to budget imbalance of

476,802. This is contrary to Regulation 31(c) of the Public Finance
ent (County Governments) Regulations, 2015 which states that budget revenue
diture appropriations shall be balanced. No explanation has been given on why
approved the unbalanced budget.

As prt
the fir
to KR
breakr

)vl
an
A

ln add
Howe'
produ
of Kr

Kshs.i

Kshs
the b

The
30J
budg
Kshs

litio
ver,
ced
shs

d {f the Kenya Revenue Authority (KRA) refund claims

, Management engaged a Consultant to determine the Company's tax claims.
the Consultant did not provide the final report of the findings but instead
a draft report which revealed a net refundable Value Added Tax (VAT) balance
30,739,537 whereas the financial statements reflects a balance of

Br,

Furth he Consultant's draft report reflects total non-claimable input VAT of

ln th cl urnstances, the accuracy and completeness of tax recoverable balance of
Kshs 1, 19,506 could not be confirmed

The di was conducted in accordance with lnternational Standards of Supreme Audit
lnstit
Limit

o (lSSAls). I am independent of the Embu Water and Sanitation Company
anagement in accordance with ISSAI 130 on Code of Ethics. I have fulfilled

other thi I responsibilities in accordance with the ISSAI and in accordance with other

9 10,769 but no records were provided to show the composition or breakdown of
lan

re uirements applicable to performing audits of financial statements in Kenya. I

t the audit evidence I have obtained is sufficient and appropriate to provide a
y qualified opinion.
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to ig not modified in respect of this matter

Key udi Matters

di matters are those matters that, in my professional judgment, are of most
n in the audit of the financial statements. There were no key audit matters to

report in e year under review
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Other Matter

Unresolved Prior Year Audit Matters

The Management is responsible for the other information which comprise of Key
Company lnformation, the Board of Directors, Key Management Team, Chairman's
Statement, Report of the Managing Director, Statement of Performance against
Predetermined Objectives, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Directors and Statement of Directors
Responsibilities. The other information does not include the financial statements and my
audit report thereon.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my aftention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. Unauthorized Withdrawals from Gustomer Deposits Account

The statement of financial position and as disclosed in Note 29 to the financial statements
reflects a balance of Kshs.94,469,345 in respect to customer deposits and prepayments
which includes Kshs.87,889,221 relating to customer deposits. However, the deposit
bank account as at 30 June, 2023 had a balance of Kshs.12,551 ,772. The difference of
Kshs.75,337,449 according to explanations given represents the amount borrowed by the
Management to cater for operational expenses but had not been refunded to the customer
deposit account as at 30 June, 2023 contrary to Section 53(1) of Public Finance
Management (County Governments) Regulations, 2015 that provides that an Accounting
Officer of an entity may not authorise payment to be made out of funds earmarked for
specific activities for purposes other than those activities.

Report of the Auditor-General on Embu llater ond Sanitation Company Limitedfor the year ended 30 June, 2023
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ln the audit report of the previous year, several issues were raised. However, no report
or recommendations from Management and oversight bodies were submitted for
verification and clearance. ln addition, the issues remain unresolved contrary to Section
149(2Xl) of the Public Finance Managemenl AcL,2012 which require Accounting Officers
designated for County Government entities to resolve any issues resulting from an audit
that remain outstanding.

Other lnformation



ln th umstances, Management as in breach of the law

ompliance with Corporate Governance Guidelines on Directors Expenses

The ent of profit or loss and other comprehensive income and as disclosed in Note
nancial statements reflects board expenses amounting to Kshs.23,009,427.

year under review, the Company had a turnover of Kshs.438,327 ,444, which
to Corporate Governance Guidelines for Water Services Sector of 2018, the
rises were to be capped at the higher of 2o/o of the turnover which amounts to
,beg or a maximum of Kshs.7,0OO,OOO. However, the board expensesKshs.

amou to Kshs.23,009,427 thus exceeding the upper limit set by Water Services
Board (WASREB) by Kshs.14,242,878 or 1620/o. Management did not provide
explanation for exceeding the limit set by WASREB.

Regu
a pla

umstances, Management was in breach of policy guidelines

3.U
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H

orized Specia! Board Meetings

ent of profit or loss and other comprehensive income and as disclosed in Note

Ks[s.9,536,249 in respect to sitting allowances paid to board members.
it was noted that in addition to four (a) full board meetings held during the year
ew, the Board also held fourteen (14) special board meetings

tnancta I statements reflects board expenses amount of Kshs.23,009,427 which
inclu

OP/C /1A of March 11,2020 from Head of Public Service - Executive Office of the

er of board meetings held in the year which included four (a) full board and
14) special board totalling to eighteen (18) was contrary to Circular reference

on Management of State Corporations which states that, Board meetings shall
ed to a minimum of four (4) as provided for in the State Corporations Act and
a maximum of six (6) for each financial year, or as may be specified in
enabling legal instruments.

approval from the County Government for any extra board meetings (including
ard meetings) above the maximum number specified and the justification by
on the source of funds, and implications was provided for audit verification.

ln the r4stances, Management was in breach of policy guidelines

4.N evenue Water (NRW)

Durin year under review, the Company produced a total of 7,534,169 cubic meters
ter out of which only 4,765,217 m3 was billed to customers. The balance of
m3 or approximately 37o/o of the total water produced, with an approximate

(m3)
2,768

arning of Kshs.179,981,880 (at an approximate expected earning of Kshs.65
resents Non-Revenue Water (NRW).

Schedule E of the Water Service Regulatory Board (WASREB) Guidelines
aximum loss of 25o/o for every cubic meter of water produced and hence out of

the 7, 169 cubic meters produced by the Company, only 1,883,542 or 25o/o water loss

Aul(itor-General on Embu Water and Sanilation Company Limiledfor the year ended 30 June, 2023
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was allowable while the 885,410 m3 or 12o/o of non-revenue water with an approximate
expected earning of Kshs.57,551,650 was not allowable.

ln the circumstances, the Company significantly exceeded the allowable NRW loss of
25o/o by 12o/o or approximately Kshs.57,551,650 which if not addressed will negatively
impact on the Company's profitability and its long-term sustainability.

5. Stalled Project - Fencing of Old Sewerage

As previously reported, the statement of financial position and as disclosed in Note 17 to
the financial statements reflects a balance of Kshs.599,471,021 in respect to property,
plant and equipment, which includes additions of Kshs.45,820,429 which further includes
Kshs.3,264,233 paid to a firm for construction of a perimeter fence (chain link) at Old
Sewerage, Mwiria lntake Works and Kangaru Reservoirs. Physical verification carried
out in December, 2023 revealed that the fencing works at Mwiria and Kangaru were
complete. However, fencing at Old Sewerage Plant had not commenced and the
contractor was not on site, an indication that the project may have stalled.

Further, the contract agreement revealed that the contract period for fencing the Old
Sewerage Plant lapsed on 20 September , 2022 and there was no evidence of application
for contract extension. lt was not clear why Management did not enforce performance of
the contract within the contract period.

ln the circumstances, the value for money for the expenditure amount of Kshs.3,264,233
could not be confirmed.

6. Non-Adherence to Ethnic Balance

The statement of profit or loss and other comprehensive income and as disclosed in Note
10 to the financial statements reflects an amount of Kshs.202,662,415 in respect to staff
emoluments. However, review of the staff establishment revealed that the Company had
one hundred and fifty-one (151) staff members out of which ninety-two (92) or 610/o of
staff members were from the dominant ethnic community in the County. This was contrary
to Section 7(2) of the National Cohesion and lntegration Act, 2008 which states that no
public establishment shall have more than one third of its staff from the same ethnic
community.

ln the circumstances, Management was in breach of the law.

7. Failure to Prepare and Publish Contract Awards

As previously reported, during the year under review, the Company did not prepare and
submit a report to Public Procurement Regulatory Authority on preferences and
reservations indicating compliance with Section 157(10), (12), (13) of the Public
Procurement and Asset Disposal Act, 2015 indicating the number of youths, women and
persons living with disability whose goods and services had been procured by the entity.

ln the circumstances, Management was in breach of the law.

Report of the Auditor-General on Embu Water and Sanitation Company Limited for the year ended 30 June, 2023
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comp

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

th ethical requirements arrd plan and perform the audit to obtain assurance
ether the activities, financial transactions and information reflected in the

finan
gove

a[ements are in compliance, in all material respects, with the authorities that
t em. I believe that the audit evidence I have obtained is sufficient and

appr n e [o provide a basis for my conclusion

R !u rrrrcrvENESS oF TNTERNAL coNTRoLS, RrsK MANAGEMENT
EhNANCE

S n

As ut by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
proc performed, I confirm that, nothing has come to my attention to cause me to

lnternal controls, risk management and overall governance were not effective.

REP
AND

Man
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Act,
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fo Conclusion

The a di was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
requr at I plan and perform the audit to obtain assurance about whether effective
pro SE qnd systems of internal controls, risk management and overall governance
were pe ting effectively, in all material respects. I believe that the audit evidence I have
obtai d s $ufficient and appropriate to provide a basis for my conclusion

Res n bif ities of Management and the Board of Directors

e(t is responsible for the preparation and fair presentation of these financial
state en in accordance with lnternational Financial Reporting Standards (IFRS) and
for m rn infng effective internal controls as Management determines is necessary to
enab
whet

th flreparation of financial statements that are free from material misstatement,
r u4 to fraud or error and for its assessment of the effectiveness of internal

contr S, islt management and overall governance.

n! the financial statements, Management is responsible for assessing the
s pbility to continue as a going concern, disclosing, as applicable, matters

loing concern and using the going concern basis of accounting unless
e(t is aware of the intention to liquidate the Company or to cease its operations.

"lt i" ,t.o responsible for the submission of the financial statements to the

ln pr
Com n

a

t npral in accordance with the provisions of Section 47 of lhe Public Audit
2 1

ln ad iti fo the responsibility for the preparation and presentation of the financial
state n s pescribed above, Management is also responsible for ensuring that the
activi
in co

S, financial transactions and information reflected in the financial statements are

appli

The

ad effective way

{ Directors is responsible for overseeing the Company's financial reporting
pro viewing the effectiveness of how Management rponitors compliance with
relev gillative and regulatory requirements, ensuring that effective processes and
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systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensUrhg the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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

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

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

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

o 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

Report of the Auditor-General on Embu Waler and Sanitation Company Limited for the year ended 30 June, 2023
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acco nting estimates and related disclosures made by the Management

)nc de on the appropriateness of the Management's use of going concern basis of
ico ntifig and, based on the audit evidence obtained, whether a material uncertainty
rist related to events or conditions that may cast significant doubt on the Company's
iti to continue as a going concern. lf I conclude that a material uncertainty exists,
m uired to draw attention in the auditor's report to the related disclosures in the
an ial statements or, if such disclosures are inadequate, to modify my opinion. My
ncl sions are based on the audit evidence obtained up to the date of my audit
po However, future events or conditions may cause the Company to cease to
nti ue as a gorng concern

El
inr
un

ialu tQ the overall presentation, structure and content of the financial statements,
:lud ng the disclosures and whether the financial statements represent the
de ying transactions and events in a manner that achieves fair presentation

Obtai sufficient appropriate audit evidence regarding the financial information and

IS orimy opinion. The risk of not detecting a material misstatement resulting from
d is higher than for one resulting from error, as ,fraud may involve collusion,
e , intentional omissions, misrepresentations, or the override of internal controls

lu te the appropriateness of accounting policies used and the reasonableness of

srn ss activities of the Company to express an opinion on the financial statements

lrfo such other procedures as I consider necessary in the circumstances

MU icate with the Management regarding, among other matters, the planned scope
mrn of the audit and significant audit findings, including any significant deficiencies

controls that are identified during the audit.

a

in intern

vi{e Management with a statement that I have complied with relevant ethical
requ ntp regarding independence and communicate with them all relationships and
othe is that may reasonably be thought to bear on my independence and where
appl , rElated safeguards
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16. S'I'A'IEMENT OF CHANGES IN EQUITY FOR I'HI,l, YEAR ENDED 30TIr
JUNE 2023.
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I8, STATEMENT OF COMPARISON OF BUDGET & ACTUAL AMOUNTS FOR
PERIOD ENDED 3OTH JUNE 2023,
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I9. NOTES TO TH E FINANCI AL STATEMENTS

2

[mbu watcr and Sanitation. cornpany is estabrished by and dcrives its authority andaccountabiliry from Warcr Act 2016. The Cornpany is wholly owncd by ,h; a;,;;;Govcrnr.ent of Embu and is donricired in renya. Tie compa,ry,s principal activity isprovision of watcr and sanitation services.
The barancc shcet is rcpresented by the statement offinancial position and the profit andloss account by thc statement ofprofit or ross and other comprehensive income in thcsefinancial statemcnts

S'I'A'I'EMENl'OII COMPLIANCE AND BASIS OF PREPAR TIONThc financiar statemcnts have been preparcd on a histor;car cost basis except for the

ff il:i,'ff H:fi ;Jil:iil,"ff "Jfi HlJxlT:il:::,#l1I;:1,:l,.,,1;::
cstirnatcd rccovcrable amounts and actuaria,y dctermined liabirities at their presentvalue. 'fhe prcparation of Iinanciar staternents in conrormrf with Internationar FinanciaiRcporting standards (,FRS) a,ows the usc of estimates ani assunrptions. It also rcquircsrnanagcmcnt to cxcr.cisc judgcmcnt in the proccss of apply ing tl.te Contpanl,, 

" 
u..o,rti,rgpolicics.. Thc arcas involving a higher algr.. of;rAg.*cnt or complcxity, or whereassumptions and estimates arc significant to the financi-at statemcnts. The financialstatemcnts havc bccn prepared^and presented in Kenya Shillings, which is the functionaland rcporting currency of the Company.

The financial statements have becn prcpared in accordance with the pFM Act, andlntemarionar Financiar Reporting standards (lnns). rie accounting policies adoptedhave becn consistently applied to all the years pres.n,.a. 
-

6
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL

FINANCIAL REPORTING STANDARDS (IFRS)

i) Ncw and umcnded standards and interpretations in issuc cffectivc in thc

vcar ended 30 Junc 2023
Effcctivc DatcDcscriptionTitlc

Thc new standa

principlcs lor the rccognltlon'

nlcasuremcnt, Presentation and

disclosure of itlsuratlce contracts

issued. It also rcquires similar

principles to be applied to rcinsurancc

contracts held and invcstment

cotltracts with discretionarY

participation features issued The

objective is to ensure that entities

providc relcvant information in a way

that faithfullY ropresents those

contracts.

The Company does not issue insurance

contracts.

rd establishes Effcctivc for annual

periods beginning on or

aftcr lst JanuarY 2023.

'lhe amendmcnts arc

effectivc for aturual

reporting Periods

beginning on or after

January l, 2023.

The amcndments, aPPlica

periods begimring on or

January 2023, introduce a definition of

'accounting estimates' and include

other amendments to IAS 8 to helP

entitics distinguish changes in

accounting policies from changes in

ble to annual

accounting estitlatcs

afler lst
IAS (lnternational

Accounting

Standards) 8-

Accounting

Policies, Errors, and

Estirnates

'fhe amendments, aPP

ificant accounting Policies

Iicablc to annual

srgn

Amendments to

IAS 1 titled

Disclosurc of
Accounting Policies

(issued in Fcbruary

z02t)
The amendmcnts, aPP

periods beginning on or after lst

January 2023, narrowed thc scoPc of

the recognition exemption in

paragraPhs 15 and 24 of IAS 12

(recognition exemption) so that it no

longer applics to transactions that, on

initial recognition, givc rise to cqual

licable to annualAmendmcnts to

IAS 12 titled

Dcferrcd Tax

Rclated to Assets

and Liabilities

arising from a

Single Transaction

(issued in MaY

202t)

'fhe amendments are

effectivc for aturual

pcriods begimrirlg on or

after Janr.rarY l, 2023.

Thc amendments are

effectivc for annual

periods beginning on or

aftcr January 1,2023.

7

IFRS l7 Insurancc

Contracts (issued in

May 2017)

periods begiruring on or alter lst

January 2023, require entitics to

disclose their material accounting

policy information rather than their
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Ncrv and amcndcd stan rt a

cffectivc in thc ycar cndcd
ons in issuc but not yctrds and intcrprctati

30 Junc 2023.

taxablc and deductible

differences.
temporary

Titlc Dcscription Effcctivc Datc
Ameltdments
to IAS I titled
Classification
ol Liabilities
as Current or
Non-curcrrt
(issucd in
Janrrary 2020,
amcnded in
October
2022)

ments, applicable to annual
periods bcginning on or after lst January
2024, clarify a crirerion in IAS I for
classifuing a liability as non-cuncnr: the
requirement for an Company to have the
right to defer settlement of the liability for
at least l2 months after the reporting
pcriod

The ameud The

amendrr:ents are

cffsctivc for
annual periods

beginning on or
after January I,
2024. Earlier
application is

pcrmitted.

Amendment

to Il.l{S I 6

titlcd Lease
Liability in a

Sale and

Lcaseback
(issucd in
Scptember

2022)

ment, applicable to annual
pcriods beginning on or after lst January
2024, requires a seller-lessee to
subsequently measurc lcase liabilities
arising from a leaseback in a way that it
does not recognise any amount of the gain
or loss.

The amend The

amendments arc

effective for
annual periods

beginning on or
alter January l,
2024. Earlicr
application is
pcrnrittcd.

Amendments
to IAS I titled
Non-currcnt
Liabilities
with
Covenants
(issued in
October
2022)

ments, applicable to annual
periods beginning on or after lst January
2024, improve the inlormation an
Company provides about liabilities
arising from loan arrangements for which
an Company's right to defer settlement of
those liabilities for at least twelve months
after the reporting period is subject to the
Conrpany complying with conditions
specified in the loan arran

The arnend

genrent

The
amendments are

cflective for
annual pcriods
beginning on or
after January l,
2024. Earlier
application is

permitted.

Thc Directors do not pran to appry any of the above sincc thcy are not appricabre. Based on
thcir asscssrncnt of the potential impact of application of the abovc, ttrey io not expect that
thcrc will be a significant irnpact on the company,s financial statements.

iii) i)arly adoption of standards

Thc company did not early - adopt any new or amcnded standards in year 2022/2023,

8



EMBU WATER AND SANITATION COMPANY
Annual lLcports and Financial Statcments
For thc ycar cndcd Junc 30' 2023

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Thc principle accounting poticies adopted in the preparation of these ftnancial statemcnts are

set out bclow:

a) Rcvcnuc rccognition

Revenue is r.ecognized to thc cxtcllt that it is probable tltat futurc economic bcncfits will

flow to the company and the revenue can be reliably measured. Revenuc is recognized

at the fair value of consideration received or expectcd to be lcccived in thc oldinary

course of tho company's activities, net ofvalue-added tax (vAT), wherc applicable, and

when spccific criteria have been met for each of thc company's activities. The company

recognizes revenue when it transfcrs control of a product or servicc to a customcf.

i) Rcvcnuc frorn thc sale of goods and scrvlccs is recognized in the year in which thc

company delivcrs ploducts to the customer, the customer has accePtcd the products and

collectability of the related receivables is reasonably assured'

ii) Grants from National Govcrnmcnt arc rccognizcd in thc ycar in which thc comparly

actually receives such grants, During the year under review the company received the

following grants;

wSTF Crant: The cornpany r-eceivcd grant from watel setvices Trust Fund (wSTF) in

form of capital grant to extcnd the water linc and construct a watcr kiosk in cachuriri

area. 
.l'he company receivcd Kshs 10,575,274 which has been recognized as grant

incomc. As at the end of the pcriod the project had not becn cornpleted and this has

been recognized as capital works in progress.

iii) Financc incomc comprises interest receivable from bank dcposits and invcstrrent in

securities, and is recognized in pIofit or loss on a time propol'tion basis using thc

effective interest fate method.

iv) Dividcnd incomc is recognized in the income statemellt in thc ycar in which thc right

to rcceive the payment is established.

v) Rcntal incomc is recognizcd in the income statement as it accrues using thc cflectivc

lease agreements. EWASCO does not have investment in real estate to attract rental

income

vi) Othcr incomc at'e recognized as they accruc.

During the pcriod the company rcceived Kshs 23,509,500 as cornpensation from Kenya

urban roads aurhority (KURA) for the rclocation and rcrouting of thc nrain pipelinc

during the upgrading to tarmacking standards of Mugoya-Karurina-Muthatari -
Kimangaru road. As at the end of the period the project had not bcen completed and

this has been tecognized as capital works in progrcss.

b) In-Kind contributions

9
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In-kind contributions arc donations that are made to the company in the rorm ofgoodsand/or scrviccs rather than in money or.url, t.
vehicres, cquipment or personnel scrvices. *n.r"T: n:::::.n:ii,J::.:Tlr'i;ll::kind coutributions ca.n be.reriabry aeteminea, th.-con.,run, incrudes such valuc in theslatentent of comprehensive incorne both as rever
opposite urorn,, j otherwise, rhe contribution ,, 

""t,,;;rlff..n 
expense in equal and

c) Propcrty, plant and cquipmcnt

AII categorics of property, plant and equipment are initially rccordqd at cosr Icssaccumulatcd dcpreciation and impairment iorr.r.

ccrtain catcgorics ofp.operty, plant and cquipment arc subscqucntly carried at re-val,edamounts' bcing their fair valuc at thc date of rc-valuation less any subscqucntaccumurated depreciation and impainnent rosses. wherc re-measurement at re-varuedamounts is desircd' a' 
.iterns 

in an assct category are re-varued through pcriodicvaluations carricd out by independcnt .*r.rnul ,uli.r..

Increascs in thc ca'ying amounts ofassets arising *om re-varuation arc crcdited to othercomprcrrcnsive income' Dccreases that offset orJriou, incrcases i, the carrying amountol the samc asset are charged against the reval;a;io;;eserve account; all other decrcasesare charged to profit or loss in the inconre ,,ut"n.,;;;. 
"

Gains and losscs on disposar of items of property, prant and equipment are determinedby comparing the proccerr_s from thc oirp"rri *l,i',I. ncr canying anrount ofthc items,and are rccognizcd in profit or loss in ,t. in.onl.'r,uil,r.nr.

d) Dcprcciation and impairmcnt of propcrty, plant and equipmcnt

Frcchord laud and capital-work in progrcss are not dcprcciatcd. capitar work in progressrelatcs mainly to the costs of ongoing-brt ir.orpr.,.t*"*s on buildings and othcr civilworks and insta,ations. In the year inde, ,.ui.i,-*"'t.re recognized both the capital

t;ffi:,fiilTrwork 
in progress As at the end or the vcar *". *J . *ri'.i,irn,

Mugoya-Karurirru oir.,inl. 
otogress for Gachuriri water pipeline una tt. ..,outing'nr

Depreciarion on properry, 

i31 * 
equipment is recognizcd in the income statement on areducing barance basis to write down the cost of cach-asset or the rc-varued amount to itsresidual valuc ovcr its cstimated useful life. ffr. **oi'ru*, in use are:

Buildings and civil works

t0
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Plant and machinetY

Motor vehiclcs, including motor cycles

Computers and related equiPment

Office eqr.ripment, funriture and fittings

Me ters

A full ycar's deprcciation charge is recognized both in the year of assct purchase and

nonc in the Year of asset disPosal

Items of property, ptant and equipmcnt are reviewed annually for impairtnent' Wherc the

.uf ing u,r,orni of an arr"t is assessed as greater than its estimatcd recoverable arnount'

an impairment loss is recognized so that the asset is written down immediatcly to its

estimatcd recoverable atnount.

c) Intangiblc asscts

h*angibleassetscomprisepurchasedcomputersoftwarelicenscs'whicharecapitalizcd

on the basis of costs illcurred to acquile and bring to use tlle specific softwarc Thcsc

costs are amortized ovcr the cstimat;d useful life of the intangible assets from thc ycar

that they are availablc for use, usually over thrcc ycars'

! Amortization and impnirmcnt of intangiblc rsscts

Arrrortizationiscalculatedonthereducirrgbalancebasisovertheestinrateduseftrlli[eol

computer soflware at thc rate of 30%'

All computcr software's are rcviewed annually for impairment' Where thc carrying

amountofanintangibleassetisassesscdasgreatcrthanitsestimatedrecovcrableamount,

aninrpairmentlossisrecognizedsothattheassetiswrittendownimmediatclytoits
estimated recoverablc amoutlt'

12.5%

25%

30%

12.5%

t2%

Investment property, held to earn rentals and /or for capital appreciation is mcasurcd at

cost including transaction cost' hlvestmcnt propcrty is caried at fair value' Gains or

losscs arising from changcs in the fair value of investment propcrty are includcd iri proht

and loss in tie period thcy arisc' Atl investrnent propcrty is derecognized upon disposal

or when the investment property is permanently withdrawn from usc and no future

economic benefits are expectcd from the disposal' Changes in fair values ale includcd in

profit or loss in the income statement'

u

I

g) Invcstmcnt Propcrty
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h) Right of Usc Assct.

i)

Thc right-or-use assets comprise the initiar measurcment of thc corrcsponding rcascIiability, lcasc payments made at or before ,h. .;;;;;
inccntivcs ,.".ir.,i .,rU-.rr',r,,,., Oirect costs. ,d;;;;l;:ff:lr:;i;:::il:r.,,:::;
less accunrt.latcd dcpreciation and irnpairment losses.

Fixcd intcrcst invcstmcnts (bonds)

Fixed intcrest investments refer to invcstnrent funds placed under central Bank ofKenya(cBK) long-term infrasrructure bonds and otr,., .o'.por.i" uonds with the intcnrion ofeaming.interest income upon the bond's disposal or;";rii, Fixed inrerest i,vcstmcntsarc frcely traded at the Nairobi Securities a*.r,*g.. irr. i"no. ur" *.ururrd at fair varuethrough profit or loss.

j) Quotcd invcstmcnts

k) Unquotedinvestments

I) I n vcn torics

m) Tradc and othcr rcccivables

Quotcd investrrents arc classifie<i as non-current assets and cornprise marketablesecurities rraded freely at the Nairobi securities E;.;;;g. or other regional andintcrnational sccurities exchanges. euoted investments arc stated at fair valuc

Unquotcd investments stated a
hcrd in other c",.*;;,;;;;'.:;::::f#:ffi:::*"', and comprisc cquirv shares

Invcrrtorics arc stated at the lower of cost and nct rcalizabre varue. cost corlprises dircctmatcriars and' whcre appricabre, direct labour .oru ,no iio." overheads trrat have beenincurrcd in bringing thc invcntories to thcir prcscr:t r""",,", and condition. cost iscalcurated usirrg the weighted avcragc cost nrethod/ FIF.. The inventory comprises ofchemicals, pipes and fittings. Water is not part of tne ;nuentory.

Tradc and other receivabres are recognizcd at fair values less allowances for anyuncollectible amounts. The uncollcctabre amounts .r.rra. ua,urrrents ofbi ings withinthc financiar periods arising from estimates, *-", a.oirro'burst waivers anrong others.Thcsc are assessed for impairment on a continuous basis.

An estimate of 5yo as per our financiar manuar is made ofdoubtfur receivablcs based ona rcview of a, outstanding amounts at the year end. Bad debts are written off after a,efforts ar recovery have been exhausted. ouring,rr. v.* ui ]roun, or*.n. 1,95g,336.00was writren off after an approval by the board.ihi, i;;;;;r"y lost in the year 2012. It

t2
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as stolen by thc staff when the company used to collect bills in casir and has rcmaincd

unrecovered since then. This has becn treated as a prior year adjustment in our books

n) Taxation

i) Currcnt incomc tax

Cu[entincometaxassetsandliabilitiesforthecunentpcriodaremeasuredattlrcanrount
expectedtobsrocovcrcdfromorpaidtothctaxationauthorities'Thetaxratesandtax
laws used to compute the amount are those that are enactcd or substantively enacted, at

the reporting date in the area where the Company opcratcs and generates taxable incomc'

Currentincometaxrelati[gtoitemsrecognizctl<lircctlyinrrctassctsisrccognizedinnet

assets and not in thc profit or loss statement'

Management pcriodically cvaluates positions taken in the tax retums with rcspect to

,ituut[n, in which applicable tax regulations ar.e subject to intcrprctation and establishcs

provisions where appropriate' We had income tax provision ofKshs 22'821'846 59 as at

ih. ,,.n of the year under review. However, after recotnputation of the income tax wc

noted that the actual incomc tax due was Kshs 620,7 15.00. we therelbre transfcrred Kshs

22,2Ol,l32.OOtotheretainedearnings'Alltheincornctaxcsforthcprcviottsyctrrshave
becn filed and the due payments made to Kenya Revenue Authority'

ii) Dcfcrred tax.

Deferredtaxisprovidedusingtheliabilitymethodontemporarydifferenccsbctrveenthe

tax bases of assets and liabitities and their carrying amounts lor financial reporting

purPoses at the reporting datc'

Defeffed tax liabilities are recognized for all taxable temporary diffcrences, cxccpt. in

respect of taxable tcmpora,y Jifft"n"t' associated with investments in controllcd

entities.

Deferredtaxassctsarcrecognizedforalldcductibletemporarydiffcrcnccs,thccarry
fonpard ofunused tax credits and any unused tax losscs'

Defenedtaxassetsarerecogllizedtotheextentthatitisprobablethattaxableprofitwill
be available against which t-he deductible temporary differences, and the carry forward

ofunusedtaxcreditsandunusedtaxlossescanbeutilized,exceptinr.cspectofdcductiblc
temporaly differences associatcd with investments in controlled entities'

l3

-t

ln the year under review an amount of Kshs 31,519'506 in respect to tax recoverablc

(vAT iefundable claim) may not be realizable since the claim has bcen outstanding for a

Iong period and has bscn rejected by KRA' However, the company has lodged an appeal

thro=ugh alternative dispute resolution (ADR) through the consultant'
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Defcrred tax asi
diffclenccs will
against which th

cts at e recognized only to thc cxtent thai it is probable that the temporary

Defe*ed tax assets are recognized.to thc cxtcnt that it is probabrq that taxable profit wi,bc avairablc against which the deductibre ,.rp";;;-d;;rences, and the carry forwardol'unuscd tax crcdits and unused tax losses *. U. 
"iifir.O

The carrying amount ofdefcrred tax asscts is reviewed at each repor.ting datc and rcducedto thc cxtcnt that it is no longcr probable that sulficicnt raxable profit will bc availablc toallow a' or part of lhe defencd tax asset to b. utili;;;. ;;recognized dcfencd tu^ ass.tlare re-assessed at cach reporti'g date.and are recognized to the extent that it has becomeprobabre that future taxabre profits wi, arow,rr. i.i"".a rax asset to be rccovered.

Dcfcrred tax asscts and liabilities are mcasured at the tax rr
in thc year when ,fr. rrr.iir'.r.uf ired or rhe f irUili,y lr r.t,illlt #::;:.,.::::[#rJIIaws) that have bcen enacted or substantir.ty .nu.t.J ut tf,. r.po,tlng aut..

Dcfened tax rerating to itenrs recognized outside surplus or deficit is recognized outsidcsurlrus or deficit Deferred tax iterns ur. ...or,rir.JJ rn correlation to thc ,uderlyingtransaction in nct assets. Dcrerrcd tax assets.,ra a.r.""a tax Iiabirities arc ofket ifalegaily enforccabie right cxists to set offcurrcnt,u* u*tiabilities and the deierrcd raxes rerare to the same 
"-.i,3'l'L'rio..]tliTt[::taxation authority.

i ii) Non-'I'axable Incomc

Non-Taxabrc income refers to income recognizcd in thc books that is not recognized fortax purposes' During the period under reviJw the i".orn.l..og"ircd that is not taxabre

ffi;L::rfr:t' 
l3'185'348'00 which is tn' a'r"'"a in'ome from,n" rronirr,ion or

revcrsc ln thc foreseeable futurc and taxable profit will be availablcc temporary differenccs can be utilized

o) Borrowing costs

Borrowing costs dircctly attributabrc to the acquisition, constniction or production ofquarifoing assets, which arc assets that neccssarily tr.. u ruur*n,iul period of time to gctready fo. thcir intcnded use or.sale, are added to ,n.."r, 
"irn"r" assets, untir sucrr rime ast'c assers is substantia'y ready for ttr.r, inrcnal ,,r;;r;. Investmenr income camcd

il.,ff ,,,.jT,o,l::ll JJff:l:'ij 
or, specinc b"';;i;;; i*41"g,r,.i. .*p.nJr,u,.' oi

borro*in! .",* ;;;;;;;;#: i[i:]:;I: :fi :;]:;]ffi fl ;,:i:.,":i,,,:,j"
Cash and cash cquivalcnts
Cash and cash equivalcnts comprisc cash at hand, cash at taccounr and. short_term deposits on. cat I and ilil;ffi illj;,y;ff}ff :,J#il.Jmaruriry of three rnonths or ress, which are readiy *"J.*u," to known amounts of cash

p)

l4
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-nd are subject to insignifica nt risk of changes in value. Bank account balances include

amounts held at various EWASCO commercial banks at the cnd ofthe financial year' For

the purposes of these ftnancial statements, cash and cash equivalents also include short

terrn cash imPrests and advances to authorized staff and/or institutions which wcrc not

q)

suncndered or accouuted for at thc cnd ofthe financial year'

Borrowings
Interest bearing loans and overdrafts arc initially rccordcd at fair value being rcccivcd'

net of issuc costs associated with the borrowing. Subsequently, thcsc arc mcasltred at

amofiized cost using the effectivc interest rate tnethod Amortized cost is calculated by

taking irrto account any issue cost and atly discount or premium ou settlemcnt' Financc

.harg-cs, including premiums payabte of settlement or redemption arc accounted for on

accrual basis and are added to the carrying amount of the instrument to the cxtent that

they are not scttled in the period in which they arise. Loan interest accruing during the

construction of a project is capitalized as part of thc cost of thc project'

Capital Grants and Amortization'

CapitalgrantsaregrantsuSedtoacquirefixedassetsinatrorganizatiorr,theyareclassified

und., non-rrrr.nt Iiabilities in our financial statemcnts These grants are amortized in thc

subsequentycarsattherateofdepreciationoftheassetacquired.,lhcamonizationofthc
t..rp..,iu. year is recognized in thc statement of comprehcnsive incomc as delerrcd

income. During the ycar capital grants amortization was Kshs I 3' I 85 
'348 

which has bcen

recognized as <leferred incotnc iu the incomc statement'

Tradc and othcr PaYablcs

Tradeandotherpayablesarenon-intcrestbearingandarecarricdatamol,1tizcdcost'which

ismeasuredatthcfairvalueofcontractualvalueoftheconsiderationtobepaidinfuture
in respect ofgoods and services supplicd, whether billed to thc Company or not' less any

paymcnts made to the suPPliers'

DuringtheycaranamountofKshstl,036,T02relatingtothcmunicipalcouncilofEmbu
levies which have been outstanding in our books for over ten years was written after the

approval by thc board ofdirectors. This has been trcated as a prior year adjustmeut in our

books.

Rctircment bcncfi t obligations'

Thccompanyoperatesadefinedcontributionschcmeforallfull-timcernployccslrom
July 1,2016. The scheme is administcred by an in-house team and is fundcd by

contributions from both the company and its enrployces' The company also contributes

to the statutory National Social Security Fund (NSSF) Tltis is a dcfined contribution

schcme registered under the National Social Security Act' Thc company's obligation

undcrtlteschemeislimitcdtospecificcontributionslegislatedfromtimetotirncandis
currently at Kshs.l,080 per employee pcr month'

0

u)
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Provision for sialT lcavc pay
Employccs' cntitlements to annual lcavc are recognized as they accrue at the cmployecsA provision is rnade for the estimated liability for anllual leavc at the reporting datc

w) Exchangc ratc diffcrcnces

v) Budgct information

Thc accounting records are maintained in the functional cumency of the primarycconomic environment in which the Company op.r.;;r, K;;y" Shillings. Transa*ions inforcign cun'encics during the yearlperiod are ironriurca intoii,e functionar cun.encv usingthe exchangc rates p.evairing at the datcs orth. tranruation, or varuation whcre items arerc-tneasured' Any lorcign exchange gains .nd lorrr...rrlting t o, the settlement ofsuclrtransactions and from the transratiou at year-end *.n."g"'ir*. of monctary asscts anrrIiabitities denorninatcd in foreign .r".";;;,.;nir".i ln p.ott o, ro*.

Thc originar budgct for Fy 2022-2o23was approvcd by the EWASC. Board on June17 
' 2022 Subscqucnt rcvisions or additionar ,ipropriution. rvere made to thc approvcdbudgct in accordance with specific upprorulr' f,.o,n the appropriate authorities. Theadditional appropriations are added to ttre oLiginat i,Or., U, thc Company uponrccciving thc respcctive approvals in order to con;lu;. t-n. finut Uuag.t.

Thc company's budgct is preparcd on a dirfercnt basis to the actuar incorne andexpcnditure discloscd in the financial staternents. 1;. ;;;;on accruar basis usingacrassificarion basedon;.;;;;;;i:rJi::::Til:H,[.I;i:i
profit or loss' whereas the budget is prepur.a on u.*t ir.,lr. ,n" u-ourts in thc financialstatcmcnts wcrc recast from the accnrar basis ," ,,r.-.}., basis and recrassified byprese nrarion to bc on the same-O-rr,, 

^ :l..urp.r.*O Urig.t. e comparison of budget andactual amounts' preparcd on a conrparabre basis to tt 
" 

op!ror.a budget, is then prcscntedin thc sratcmcnt of comparison of budget and ..rrd ;;"".,;;r.
In additiorr to thc Basis dirfereuce, adjustments to anror.lnts in the irnanciar statcmcntsarc atso uradc lbr difrb.cnces in thc rormars .,,,d .h;ri;;;;;;;n scrremes adoptcd for tlreprescntation of the financial statements and the approved budget.

A statement to reconcire the actuar amounts on a comparabrc basis incruded in thestatement ol.cornparison ofbudget and acfual ,rornO and the actuals as per thes(atcrncut of financial pcrrormance has bcen ,r"r",ri.o in thc financiar statcrrcnts.x) Comparativc ligurcs
Thc comparativc figures for.the previous financiar year havc been amended orreconfigured to conform I

rcporting tempratc. 
lo the required changcs in presentation ofthe water companies

y) Subscqucnt cvenls
Thcre havc bccn no cvents subscqucnt to the financial vezon rhc financiar ,tut.r.nt, ,", in. r".r."o.offi:;, ;1Trd 

with a significanr impact

t6
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EMBU WATER AND SANITATION COMPANY

Annual llcports lnd Financlal Statcmcnts

For thc ycar cndcd June 30, 2023

z) Contingcnt liabilitY
A contingent liability is a liability that may occur dcpcnding on thc outcome ofan uncertatlt

futureevent.Acontingentliabilityhastoberecordedifthecontingcncyislikelyandthe
amount of the liabitity can be reasonably cstimated a possible obligation dcpcnding on

whether some uncertain future event occurs. Pending lawsuits ars considercd contitrgeut

bccause thc outcome is unknow.

Duringthcperiodundelrcviewthccompanyhadvariouslegalissuesincourt,atdiffcrcnt
lcvcls. The cases may have a significant impact in thc fotlowing ycars depending on thc

direction of the ruling.

Below are thc cascs that were on going as at Year end

CONSTITUTIONAL DISPU TE

An application within the petition seeks information

on all directors, personal details of all managing

directors, payroll, auditcd accounts and loan

agreements from March 2013 to date.

Petition sccks to have water companies countrywide

transfomr from Private to Pu

t7

Narunr ol'DISI'urli
Ernbu CMCC no. l0l o

(plaintifQ Kiberu General

Buildcrs Ltd

-versus - (defendant) EWASCO

f2022
The Plaintiff claims the contract was undcr"valued'

Phase 2 of the contract remains unpaid and he seeks

to rccovcr Kshs. 2,265,131.89 frorn the Cotupany

with interest as from l71h February 2020

CNIL CLAIM
The plaintiff prays for damagcs from EWASCO for

liance with thc Persons with Disability Act

CONTRACTUAL DISP UTE

non-comp

Embu CM. no. l42of2022
Anderson Nyaga Wachira

-versus- EWASCO
LABOUR DISPUTE

The pctitioner has sued the company sceking to stop

the recruitrnent proccss for an M.D on grounds that

the advcrt for thc Position is discrirninativc

Nycri ELRC constitutional petition

no. E008 of2023.

Josphat Nthiga Kamwaro

-vs- EWASCO.
CONSTITUTIONAL DISPU

Petition seeks to bar EWASCO Board from

appointing James Mubothi as a dircctor on grortnds of

lack of qualification

TEEmbu constitutional Petition no'

E00l of2023.

Catherine Wawira Njiru -vs-

EWASCO & others.
CRIMINAL CASE

ossession of an EWASCO gatc vah'cFound in p
MCCR E328 of2023

r -vs- Julius Irungu Macharia

ossessiott ol9 EWASCO fittingsFound in p

CRIMINAL CASEMCCR E of2023

r -vs- James Mugendi Njeru

MCCR E of2023

r -vs- Moris Mawira KinYua

Nairobi Constitutional petition no'

8327 of 2022 (Petitioners)

Janres Gacheru Kariuki & l9 others

-versus- (respondents)

EWASCO & 69 othcr water

companies.
blic limited conrPanics

CASE'TITLII

CRIMINAL CASE

Found in possession of 4 EWASCO watcr rnctcr

shells.
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JUDCMENTS AND SOURCBS OF ESTIMATION
5, SIGNIFICANT

UNCERTAINTY
The preparation of thc cornpany's financiar statcments in conformity with I!-RS requiresmanagcmcnt to make judgmcnts, estimates and assumptions that affeci the rcportecl u,noun,,ol revenucs, cxpenses, asscts and liabiritics, and thc disclosure or contingent liabirities, at thecnd of the rcponing pcriod. However, uncertainty about these assumptions and cstimates courd
::sllt in outcomcs that rcquirc a rnateriar adjustment to thc carrying arrount of thc assct orliabiiity aflcctcd in furure periods.

a) Estimates and assumptions
Thc kcy assumptions conccming the fuhrre and othcr kcy sourccs orestimation uncertainty atthc rcpo(ing datc, trrat have a significant risk of causing a matcrial adjustment to the cafingamounts of asscts and riabilities within the ncxt fiua'cial y.ur, or. d";..;;.d 0.,"*'r"colnpany based its assurnptions and estinrates on parameters available when the financialstatements wcrc prepared. However, existing circumstances and assumptions about fururedcvelopments may changc due to market changes or circumstances arising beyond the controlof thc Company. Such changes are rcflected in the assumptions whcn they occur.b) Usct'ul livcs and rcsidual valucs
I'hc uscful lives and rcsidual valucs of assets are assessed using the following indicators toinfornt potcntial futurc use and value from disposal:

' r'he condition of the asset based on the assessment of cxperts employed by theCompany.

r Trrc nature orthe assct, its susceptibirity and adaptability to crranges in tcchnology andpt occsscs.

. Thc naturc of thc proccsses in which the asset is dcployed.. Availability of fi.rnding to replace the assets.. Chauges in the markct in relation to the asset.

tr pctition no, 6 ol20ZZ
(petitioncrs) Joy Mukami Ngugi & 4
otlrcrs -versus- (respondcnts) thc
govcmor of crnbu, county exccutivc
committee membcr for water
irigation cnvironment & natural
resources,

County Sccrctary Embu Counry,
EWASCO and WASREB,
(Intcrcsted pa ics) Mcrcy Muringo
Njagi, Rt. Rcv. Dr. Sanruel Nginyi,
Virral Shah, Dickson

Emb

Nj iru

The petition alleges extemal intcrvcntion in the
appointment of three directors. (The interested
parlies).
'lhat the Intcrested parlies havc not mct the
qualifications prescribcd by the Coryorate
Govcmance Guidelines for the Water Sector 1Z0tg;
for appointntent as directors of EWASCO.

CONSTITUTI ONAL DISPUTD

l8



EMBU WATER AND SANITATION COMPANY

Annual Rcports and Financial Statcmcnts
For thc vcar cndcd Junc 30' 2023

c) Provisions

ProvisiOns were raised and managemcnt detcnnined an estimate based on thc infoflnation

available. Additional disclosure of these estimates of provisions is includcd in thc Financial

statcments notcs.

Provisions are uteasured at the managemcnt's best estimate of the expenditurc required to settle

the obligation at the reporting date, and are discountcd to prcscnt value where tlre cffcct is

matcrial.

i) Provision for bad & doubtful dcbts: The company has providcd for thc doubtftrl debts

at ratc of 5 % on provision ofthe total outstanding debt and 100% on specific dcbts.

ii) Provision for gratuity: The Company has staff on contract for 3 or 5 years who are

paidgratuityatrateof3l%and|2,5"kpermonthworkedpayableatthecxpiryofthc
contract. The managcmcnt has rccognizcd thc same by providing for the gratuity

amounting Kshs I1,549,957.00 as at the end ofthc period'

l9



EMBU WA'I'IiR NND SANITATION COMPANY
Annual llcports and Financinl Statcm cn ts
For thc 1'car cndcd Junc 30,2023

NOI]X 10 lt m flN
6 Opcratlng Rcvcnuc

ANCIAL STATEMEN']S (CONl D

Watcr Salcs

Mctcr nEinBtainacc

Scrvcragc scrviccs

Ilillinr lirr othc l Scrv
Ncw conrrcctions 8pplication fcc
Mcrcr Lcsting &Mclcr Rcphccnrcnt
Rcconncctions

labour charges

Miscclloncots- Rcprint
Miscclhncou- illegal

Miscclhrrcors- Bulk watcr sab
Mbcclhncous- watcr tcst
Scwer conncction Gc
Dtu:trring fcc - Othcr cxharctcrs
Exharstcr scrvtcs

TO'I'AI OPEIIATINC INCOME
7 Gmnt Incomc

Donariorrs -CLSC
Donaliorrs- Chcmicals pipcs
I)onations -WSTIT

Dcllbrcd Inconr(Cranr Anrtliiarion)

Othcr lncomc
lnsrrrancc Conpcrsntiort
l)ccrcasc ir provision ofdoubtful dcbrs
Road Dcskuction CornpcNation

9 Filluncc I comc
Intcrcst Incollrc

'IO'IAI, INCOMI'

I0 StrlT Cosr
Salarics

Casual Wages

Stall Mcdi:al Expcnses
limpbycr Contnbution_ pcnsion

Provisbn for granrty
Stall'Boggagc& longterm scruicc award
StaIbenowlcnt Erploycr

2023

KSHS
309,739,145

20,587, t00
60,330,670

390,656,9r s

2022

KSHS

310,274,729

19,780,400

55,66 1,659

385.716.788

283,864
I , I02,000

547 ,567
5,8s3,5s0

t5 t,600

t,416,400

27,000
282,000
t95,000

9 t5,000
10,77 4,081

40t ,430,996

9,24t,625
4,000,000

r3, r 85,348 r3,545,107

300,484

5 19,950

6t2,422

6,261,800

t28,220

15,000

4t2,t 42

54,000

590,000

t95,000
7 t0,000

9,799,018
395.515.806

23,509.500
23,7r t,100

100,000

858, t 0l

201,600

438,327,444 423,260 ,lt40

160,61 I,395
6,7 06,231

1 5,387,3 l0
t2,290,270
'7,204,95t

t22,058

340,200

136,634,453

t,736,769

18,9'17,276

7 ,9't 5;7 69

3,962,'t68

60,628

289,000

169,636,66362,415

Avcragc nun$cr of cryh),cc drdng thc yenr

20

202,6

228 163

13,18s,348 26,786,932

958,I03

il
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I I Cono'Il [n., Ot*nilotu ltrponior

Utlli(y (!w.tor& ElocrrbhY)
F(Fl and ()II
Mullhg & Po !g.

Prnxnrg u'{ Stotiffr}
Supply op.rutbB corrt
Co4rorur. Socbl RGsPo.ilrilny
/\dwn|!Lr8 oBl lrnrrrDtbn_Corpordto
C!!storYEr llchtbn ExPcrucc
(icrularl olltc EtPclrlc,
PFrvir.i)n latr Drrut tllll (lcbrx(irerourc)
Provhi,n lt)r /\ulir l'ccd
Corsl.rlru'rcY li:c
C0nl(lur!y sccrctffiul ScPicclr
\,r.pd rr!otnrgi
st'l,scrilttbrLr
l tospitnllty Mco$rg! (Srukclloldcr!)
lrrEil ExPcrr'a.
w/\SRlt!t- RcgrrlrlorY Lrra,/
wASRlllt NorFCortrllhcc I'c'shY
St^tl'CltA l_:xPorEc
SrulTSub.i.lcllcc
St.lf Tcorriltuit ll^8 & Hc'Elnrurki'lLt
Si^lr ,\lrnitbi
Sr.n'Tr1ll'rl!rB
Sl^lTEnd ofth€ Ycnr FdnY
surlrS|'od.
(;!.d6i'1rt cn.l lryAb,E
l'l)orocopbr aE OcrEr.rlor exPcruc'
NcwJr,uPcd orEl Pcri.rdi:!ll
\l/ulcr clt$icul tteurntnt
CllS Cotts
Qu,lhy l'cdt
Non rcwn(N-' cxPeffcs
t'(, P(tor nctiwilir:t
No u & KEBS
Pn,tcctiv! Scurt
c)BA 7\dnnn ErPcrncd
Shkcl6klcri aDd ACiM ExPcrLq.r
\rv/\RMA Attstrlcti(trt Gc

466.OIt4
4 -653-ti47
6.5()5.351
3.()6l.4rr l

l l -r,r32.133
56.239

3.19? -264
1.397.O59

<\'r'r.375
t.7()1.a99

as,.,l12
5,64 (,

3 ?a!,93 (t
675.O(X)

6.229. r Oa
5 A5,529

244. 160
2.6(,<r,434

I8.433.O44
20.3()r.2 5lt

3.t{36.1144
I . r 15.335
f .9f l.ti79

t.r.2r()

5.nn6.?56
t.6()8.9()()
3.6O6.452
2.42lJ.2t 5

4 t .aoo
5'r.r36

15.291.'r3<,
't25.1()I
3 25.e3 O

I .JO3. l9 |
t.2 t5.474

248.4()0
745.55()

:rf5,8l n
3...r 56.54(l

3.\162.611)
1,192.367

:r.:239.Ot(O
t.r)7(,.4()6
1.54 ,142

t a)7.52()
| .7 I O,7'r<)

6f 5.7tt I

2.OOO

r<. (,41.97 5
t{ I ?,4.l2

2:lat.l oo
r.649.655

I.,47(r.55(,
5.(,2O.)'lO
f .21{ r.4 I l
6-791.ta22
t.a72.9():r

7 6.7 6b
5t{,927

r2,51r7.14()

218.5:r I
826,O55

2.O1'7,<r55

t 2,'f -61t1 .854

8.r'l(),I )o

2.a129.2a4

I l,at0l.71r)

l2 llonral l.:r p! ni c.
Cltir'rsn l-loso.6ritrn
S lttl'i8 .t llow(1Lcx
Mcdical lrr\urt[co
ln<luclktn nnd Trninntg
Trovcl.id /\ccoia)dotk,i
OLIE. tlodtd ts:xncnscr

9()(),()oo
9.5 )(\.24')
| . t 45.5?O
5.522-135
4.422.521J
1.482.95:t
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DcprccLrtkrn
/\nartilorion lbr lntuniblc /\srcls

23.OO9...2 7

8().2a9.1 74
2,872.t)34

8,\t ,4t)2 .221
:r.u t 2,()7!t

9:t.3O.l,3OO

l4 Mrl rc trlrrco rtxPcDtor
Motor'Rct)II$
\vtrtcr li.rPply systcrl rcl>u ir's

LtUil(lir'r! RcPun'x uDd Muinlcroncc
conrputcr ExPunncs
Soltwurc Mtintcnuncc und UParu(lll1g
Opcruti("s & Mui[urtiurrEc lvork$
Scwcr cxnotucB
Exh,tl{tcr & t owscr oxPctr3ci
Tornl lv'ltrllrre[nncc & l'rcducrlor crt'l

3O,)69,564
Z.<")(',294
2.o94,953
4.24A,574
5,3 5 a,l7o

I O. t 3-5,3() r

226.93 5

3,t,251 .522
454.335

'-?..4.)5.a17
898,7 5lt

1.312.3r).)
8:r 2,4 a I

I,3a5,()73
4 (t.1 At .4t)t)

l5 l.lntrrrcc corrr
lrrtcrcl.t clrrgcr
lttrhk chNgc. & MPcFa
'li,tul tntnrtr(c Coxrt

1'<)'r'l\r- r.:}(I'UN D l'rUrlli
suR PLUS/(D l'rlcl'r) Ir<)r.'l'llrj Yr''\ll

l6 LE-ti!i: N()N TAX^BLE TNC()M E
(Jrun(! lruorrlj
DenLtcd Inco'ft

1.(J90.o62

4.Llll.lll7

a
2 88.(r3 8 - ;!(1.5" 1.(r72

ta-24t.625
t 3.545.3(J7tf.tra5.348
2.J.?a6,.)32
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2l

1

l.l83.l2It
l.3rl3.l 2tl



Annual Reports and Financial Statements
For the vea

PROPERTY, PL{\T A\D IQL:IPIIL\T

Itotor F[tur \\'rtrr mh6 \rb* in 55 Tolrh

|rhkles & J & Fmituns

KSHS

tu il01.07.2021 6,994,345,00 24,109,088.16 36,757,105.19 16,645,445.76 v,088,$0.09 y1,474J41.09 480,721,E53.76 n,ff3J17.89 iJ3t,t54,479

Addtiml 1,E20,040.m 6,016,966.42 t,t00,000.00 1J04,49.m 5t0,m1.40 5,73E,9E5J0 i,420,0??.m 5101,t04.79 39,tEz)U

TOTALASSM 8,8r4J$.m 45,55?,10i.19 20,149,M.i6 54,76t,581.49 vl2t3)1E29 488,141,930.76 Ir7E,0l6,ti3

as ar l.i.2l 4,311,15241 29,661,69185 13,r5,890.08 42,62053s12 111,29,t31.49 14,i96,mi29 i54,604,865
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10,i26,054.$ 20,t49,9M.16 54,768,581.49 yl,2t3,328.29 488,141,910.i6 81,065,122.6E 1,r8,036,851

$8,000.m 2,920100 00 t57,126.m 5,838,554.00 27,lE8,l{9.00 45,U0,429

MTALASSEIS 8,814,385.00 30,924,054.58 4i,557,305.19 21,070,144.76 56,925,101,49 553,051,882J9 488,141,930.76 90,181,522.68 2?,188,149.00 1,323,851282
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EMBU WATER AND SANITATION COMPANY
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For the year ended Junc 30, 2023
Notc! N()TES TO TIIIi F'IN,I1\ICLr|I. ST.A.'rED'I ENTS (CONTD...)

2()23
Kr lrr

zlJ22
I<! Irs

la INTzTNGIBLE ;\SSE:rS
COST
Ar rrl}y 2022
Additionab
A! at JrrrE 2023
A]\'OR.TISATION
At JlJly 2022
Cbaiac 6r tlE Ycar
At JurE 30 2023
NET BO()K \/A.I-IJE
At Jur 30 2023

19,364, AO9
67a,600

20,043 ,409

a,522,97 5

I O,841 ,43 5
19.3 64.809

10,469,961
2,472,O34

13.34r.995

6,657,E81
3,8 12,O78

ro,469,961

I9 IN\'ENTORY
Pipcr & Irilting3 .nd CtErnba!!

2 l -t'.l\X R.IiCO\,ELTTB I-It
I(RA Rclirrd cbirns
Totrl

6,7Otil4 a.a94,a4a

35,984,8911

261 .a 14.261 254,144,165

I 3.O90.9 I 3 t2.709.2ta

24a,727,34a
l4,a 16,500

659,225
| .4 53 ,522 .20

24t,475,t47
12,5E1,934

659,225
| ,721,5 tA
3.A36,444
1,964,336

3 59,2'78
262,6l)2,2a5

359,274
266,Ots,873

2(). AGEING ANAL'|SIS OF TIIE aR/lDE RECET\/ABI-ES.
O-3O Days 23,479,601
31-60 Dayr 11,326,2? 1

6l -9O Day! 7,311,4'19
91-l2O Days 7,335,947
Over l2O &F 212,364,924
Totrl 251.4 r 4.261

19,612,643
10,720,364
6,406,1 l5
'7,634,459

2()9,4IO,3aO
254,1a4363

22 III\NK 2rN D CI\SII B;\I-,\NCES
Cash at Barlk 34,546,454 26.959,574
Cllsh in lltlrrd 9,35() a9 tJ

M-pcsa Mobib rroney /\ccount 262,458 3 t4,502
27,274,974

DIt'r,,\ILl:D ,aN,^I-\1;IS OF- C,{SII &C^SII UI\/I{LENT
l'tn.nct'l ltr!tltutlon 2l)24 2t)22

K3h Ks tr
a) CnrYc nt .acourtt
Eq uitt, C lrrcrlt -/rccourrt 466.213 457,t62
Eouitv ath CaU UPC currcnt accotErt 1.O34.242 1.133.267
Coop E d|austcr ,c 6.4a I . 17A 3.3 t 6.1a9
OBr\ Coop cra:rcnt accourrl r o,953,03 6 4.93 t .647
KCEI C\frerrl ,.r\ccourrt 83 5,6-7 7 a35,477
Coop Curr€rrt,,,{ccor,Elt 2,O33,4I a 2.395.564

r,903,I l9 1.903,I l9
Sut'l'(,tEL! 19,643.647 , 4,9'7 2.1t29
lr) Fh.!d l)orxr.lt ,^.ccourrt
CooD Call DcDoBh Accotrnt 2.10a.6a4 2.257.37 |
c) Srvlnc ,t.ccount
CooD Savitlq Accoullt 12,551,772 6,503,442
Nav/iri S avins ./lccount 1,136
Sub'l'or$ls 12,551,772 6.5O4,3'79
(l) Coll(:ctlon .^.ccourrt
l'ost Bank ta3,o55
Postal Corporation 242,7 sO 3.t4|.74(J
Sub'I.(rtlrli 242,'75O 3,224,'r9S
c) ()thcr! (srr(!clfy)
MPES/\ MobiL trEhry /\ccount 262,4s4 3 t4,so2
Cash at tland 9.35() 89tt
Sutr'l'.,rlr13 271,ao8 -1r 5,4(lo
(;rrnd'l.rrtrLr

3 I ,5 19,506
31,S r 9,5()6

23

34,418,662

20. TL.ADE AND OTIIER R ECEfv/\BI-Es
Trado dobtors
I-.c.s: Spocifc provbion 6r Ei6d Dcblr

GcrEral l,rowirion for Doubtfrl Dcbts
Prior - Yc6i adjrrstrrErrB 6r bilb
Not Tiado Dobtora
Prcpeil Irrsuiatrcc
Tu/SB
Sabry, rrEdbal & Bu.irEa! Advatrcc
WASREB( fEcrrcc bond)
CaBh I-.oss
,ICA Projcct
Tot.l a'rrd€ & ottrer R.ecelvabler

3O,352,432

3 I ,5 19,506
31.519.506

34,81 8,662

-&ZW
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No.I'I.]S -I'O TIII: r'INANCIAL ST
23 C,1't'i'r'/{I-

A',rEM ENTS (CON.rD...)

n uthorLcd
50OO ord. Slvrres ofksh.2O cach
lssuccl and n'lly paij up
5oOO ord. Shurcs ofksh.2o coch

24 R ri\/At,u^.l.toN /\CC()UN1.

25 R Ii\/BNUI' RUSEITVES
Bul us ot Isl Juty 2022
Mr.rnicipo I Council of Ifrnbu Wrhc off
Casll Loss Wrhe oll-
Ovcr prodsirn in pri,;r yctrrls
t,rolit ,br thc )rcnr
Bal as Ar 3010612023

26 llolt ltowINGS
Btrl ns at O I /07l2O22
f-oan Repil)n)rcnt
llulus At 30106,2023

27 PITC)\/ISIONS.GR,,\'r(JI'I'Y

Boloncc ot thc beginning ofthc ycor
Additkrnal Provisbns
l)rcvision utilised
'l'ottrls

28 1'II/\I)li .,1ND ()'I'III.:IT P/\Y,/\BLT]S

Trodc pty.rblcs
ncclarcd cxpcnscs
Eruploycc paynblcs
Othcr payot,tcs
'I'otol

29. REFUNDABLI' T)EPOSITS ,/\ND PI'EPAYM 8:N.I'S

C[stonr.:r dcposits
Prcpaytlcnls by cqstotrr':rs
Rctcnt iory'Cono.oct deposils
O(hcrs (Spccify)
'l'otlll

3r) r) Er.'FErl lit) rNcoM E

Buluncc brought forword
Add itions
'l.ranslAls to Copitol tirnd
'fratr.sfcrs to it)coryE statcrnclrt
Otltcr tnrnsfcrs
RDloncc crrrfi cd for-w:rl1l

At bcgixrirS ofthe year
lncornc tax chargc for thc ycar
Ovcr prcd\ion il) prior.ycar/s
lncorrrc tax paid clrrring thc ycar
n ( cnd oi th() ycar

94.469,345 87.8U9-221

100,000

loo.000

150,66s,469

4 r 7,86 t,s09

- 72,223,710
3tis.(r37-79t)

s9,223,t t9
59,223.1 I9

2023
5,255,449
6,2 94,508

I 1.549-9s7

2023
202,t25,977

2022

5.25 5.449

,449

2022
170,862.7.7 6

2023
87,889,22 t

6.580, t 25

2022
82.615,284

5 ,27 3,93?

2023
t 4l ,737,388

to,575,254

t 3. t 85.348

139,127,;g4

2o22
t 55,2A2,695

2023
22,A2t,A47

2022
22,421,a46.59

22,2O1,132

24

620 715 22,821.447

3 r 'r',/\X]\TION

345,637,799
I I .036.702

- t,961i,336
22.20t.132

- 80,2EE,63E
3 3 6.6 ! ta.6rt o

I00.000

100,000

150.665.469

9,70I ,68 I
23,899,808

2-35,727.46A

6 37 a,27 6
28,868,052

206, r 09,r05

13,545,307

t4t,737,38!
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OTHER DISCLOSURES

32 RELATED PARTY DISCLOSURES

Embu County Govornmcnt

The Embu county Govemmcnt is the principal shareholder of the cornpany, holding 100% of

the company's equity interest. The Embu county Govemment has provided full guarantccs to

all long-tenu lenders ofthe Company, both domestic and external'

Other rclatcd parties irrclude:

. The County Department in charge of Watcr'

. Water works Dcvelopment Agencies

. WASREB (Water Services Regulatory Board)

r WRA (Water Resource AuthoritY)

. Water Sector Trust Fund

' KeY manage lnont

. Board of directors

i) Credit Risk

Cr.cdit Lisk is the r.isk that a bonower is unablc to mcct his financial obligations to the lendcr.

The Boards credit risk is attributable to its cash and cash equivalent aud tradc rcccivablc. Both

bank balances and trade rcceivables are fully perfonning and no dcbt has impaircd. The atnount

that best rep rescnts the Boards maximum exPosure to credit risk is rnade up as follows;

ii) Liquidity ltisk
Prudent liquidity risk managcmcnt includes maintaining sufficicnt cash to meet 0olnpany

obligations. The Board manages liquidity lisk by mairlainipg adcquate cash reserucs to cnsure

CRED IT RISK

As at Jurc 2023 Totul Arnou[t Fully Pc rforrning l)ds1 Duc I rnpuircd

KShs Ks hs Ks hs

'Iradc Rcccivablc 248,361;795 16t.435,166 86.926,628 0

Otlrcr Rccciyablcs 48,808.031 r 7.288.525 3 I ,5 19,506 0

Bank Balancc 34,818,662 34,818,6(r2 0

'l otal 331,988,4E7 213,542,353 I18,446,135

As flt Junc 2022

Tradc lieccivable 23 5,268,830 152,924,440 82,J44,390 0

Otlrcr Rcccil,abhs 42,629,932 39,643,093 2,986,839 0

Bank Baliurcc 8 r,456,286 8l ,456,2n6 0

Total 359,355,048 27 4.023,tl19 85,-13 I,229

25

33. I'INANCIAL MANAGEMENT TUSK

The Cornpany's activities expose it to a varicty offinancial risks including crcdit and liquidity

risks and effccts of changcs in foreign curretlcy. Thc company's ovcrall risk rnauagement

programme focuscs on unpredictability of changes in thc business cnvironmcnt and sceks to

minimise the potential advcrsc effect of such risks on its performancc by sciling acceptablc

lcvels 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. Thc company's financial

risk lnanagcment objectives and policies are detailcd bclow:

K^S lrs
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liability arc paid as they fall duc and to cushion against any liquidity risk. Thc table below
shows the Boards financial responsibiliti es that will bc scttled on a net basis

iii) Capital llisk
Thc objcctive of thc company's capital risk managcmcnt is to safeguard the Board's ability to
conttnuc as a going concem. The Com pany's capital structure com prises of the following funds

CAPI'I-l\L I{ISK
2023 2()22

Il.cvaluatior-r t.eservc 150,665 469.O0 r50 66s 469.OO
Retained canritr 336 637,899.59 38s,637 799.OO
Ca ital t'eserve 100,000.o0 r oo,ooo.o0
TotaI Iunds 447 403,36tt.59 536,403 268.O0

Lcss: cash and bank
balances 34,818,661 .5 I 27,274,974.40
Nct dcbt/ (cxcess cash
and cash e trivalents 26s,462,17s.99 262,602,285.49

34.Incorporatio n.

Thc company is incorporated in Kenya under the companies act and is domicilcd in Kenya.

35.Evcnts aftcr thc rcporting pcriod.

Thc.e were no materiar adjusting and non-adjusting events after the reporting period.

LIQTJIDITY IIISK
 s nt Junc 2023 Lcss than I Month llctlvr cn l-3 Months Ovcr 5 Months 'lhtnls

KShs KShs Kshs Kshs'lradc I,lyablcs 13,834,584 27,107.505 r6r,r83.888 202,125,9'r'7
Ioycc Ilcncfit 9,',701 681 _ 9,701,681'l otllI 23,s36 27,10't ,50s l6l,llt3,8lt8 2t I,827 ,6s'lAs at .lunc 2022

Tradc Pa blcs ' 73 581 l ,s9l ,3s5 90,202,006 t 63,529,942
lo c llcncfit 208,567 208,567'li,tl l 71,94s,148 I,591,3 55 90,202,006 t63,738,509

26

Total bon ow'ings
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APPEn-DICES

APPENDIX I: PROGRESS ON FOLLOW UP OFAUDITOR RECOMMENDATIONS
IIL{NAGEMENT
REPONSE

TIME
FRAME

STATUS
AUDIT ISSUENO

ResolvedThe statement of financial position

Note 24 to the financial statements reflects cash and cash

equivalents balance of Kshs .2'1,274,914 which includes a

balance of Kshs.3,l4l,740 in Postal Corporation which

was not supported with bank confirmation certificate, bank

reconciliation statements and bank statement' This is
contrary to the Regulation 90(l) of Public Finance

Management (County Govemment) Regulations,20l5

which states that accounting officers shall ensure bank

accounts reconciliations are completed for each bank

account held by that accounting officer, every month and

submit a bank reconciliation statement not later than the

lOth of the subsequent month to the County Treasury with

a copy to the auditor General.

ln the circumstances, the accuracy and completeness of
Kshs.3,141,740 could not be confirmed

and as disclosed inUnsupported
Bank Balance

1.0

ResolvedThe amount queried is

Kshs 4,000,000.00

received tom Embu

County Government which

was used to buy pipes.

The statement of profit or loss and other compre

income and as disclosed in Note I I to the financial

statements reflects Kshs.27 ,'145,035 in respect to other

income which includes Kshs.4,000,000 donation from

Embu County Government. However, the managemcnt

document to show amount and nature

hensive

did not provide any

Unsupported
Revenue - Other
Income

2.0

27

t,t'sf-KvA r It-rr\

The balance of Kes

3,140,140 in the financial

statements was a balance

that was not remitted bY

postal corporation to

EWASCO. Upon follow uP

they have submitted our

statements and after

reconciliation the pending

amount is Kshs

242,7 50.00. The bank has

shared the certificate of
balance, statement and

bank reconciliation has

been done-
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4,000,000 received, the management utilized Kshs
3,913,116 for purchase ofpipes for Evurori \yater project.
However, procurement records including letter of award
and acceptance by the successful bidder, regret letter of
award and acceptance by the successful bidder ,regret
letters to the unsuccessful bidders and a signed cont;act
agreement between the company and the supplier were not
provided for audit review contrary to section 6g of public
Procurenrent and Asset disposal Act,20l5.ln addition, the
pipes were not taken on charge as required by Regulation
93(3) of the public procuremenl and Asset disposal
Act,2020.which states that the goods procured stalt be
taken on charge by the officer responsible for stores after
the user department has confirmed the quantity and
quality of the goods, works or services before they are
issued to the respective user department. of the contract
agreement between the Company and Ernbu County
Government established the following anomalies;

In the circumstances, the accuracy and completeness of
other income amounr of Kshs.4,000,000 could not be
confirmed.

Further, out of the amount of Kshsof grant involved
The said pipes were
acquired from
Doshi Company
Limited who is a
prequalified
supplier, The tender
documents

available.
ii) Procurement

documents

available.
iii) The management

opted to buy from
the least quoted
bidder, this was
determined from
the annual tender as
per the attached
documents where

iv) They were received
by the respective
officer and already
installed.

i)

are

are

wasDoshi

recommended

1C
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ResolvedThe securitY servlces were

procured and the evaluation

carried out. Contract for the

same engagement is

available.

income and as disclosed in Notel6 to the financial

shtements reflects an amount of Kshs' 130'295'290 irt

respect to establishment cost, which includes Kshs

4,740,370 in respect to security which further includes

Kshs.3,395,361 paid to a firm for provision of security

services. However, it was not clear how the fimr was

identifred as the Management did not provide records

including advertisement, tender opening and evaluation

minutes, professional opinion, letter of award and regret

letters in respect to the contract'

In the circumstances, the accuracy and validity of

expenditure amount of Kshs 3,395,361 could not be

nd other comPrehensiveThe statement of Profit or Ioss a

confirmed ResolvedThe WRA levY is Pat

pursuant to the Provistons
of the Water Resources

Management Rules - 2007,

Second Schedule (Pg-256).

Il our circumstances, the

abstracted volume is

calculated from the

Production meters. We

have attached all the

receipts from WRA and an

acknowledging the

d

income and as disclosed in Note 17 to the financial

statement reflects an amount of Kshs'60,244'613 in respect

to maintenance and production costs which includes Kshs'

4,195,895.00 paid to Water Resources Management

Authoriry (WARMA) for water abstraction fees and permit

renewal for the year under review' However' this was not

supported by invoices and account statements from

WARMA and the respective meter readings in respect to

abstraction of water.

nd other comPrehensiveThe statement of Pro fit or loss a

Unsupported
Expenditure
3.1 UnsuPPorted
Expenditure -
Establishment
Cost

Kshs.3,395,361

3.2UnsupPorted
Expenditure -

Maintenance and

Production Costs.

3SUnsupPorted
Expenditure
Fuel

3.0

29
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follow up the same with the

Kenya Revenue AuthoritY,

Frorn the exercise it was

notcd that actual credits

amount to Kshs.

30,739,537.00 as Per the

consultant's rePort, the

balance of Kshs.
'719,969.00 is the VAT

claims for the subsequent

year.

This therefore exPlains the

difference of Kshs.

42,028,613.00.

claims. Further, review of the K-RA Itax ledger revealed

that as at 30 June, 2022 the Corttpatty had credits totaling

Kshs. 73,548,119 resulting in unreconciled variance of

Kshs. 42,028,613.00.

In addition, the Management engaged Ernest & Martin

Associates as a consultant to ascertain the Company's tax

claims. However, the consultant did not provide the final

report of the findings but instead' produced a draft report

which revealed a net refundable VAT balance of Kshs'

30,739,537 .OO whercas the financial statements reflect a

balance of Kshs.31,519,506.00 resulting in unreconciled

variance of Kshs. 779,969 -O0.

Further, the consultant's draft report reflects total non-

claimable input VAT of Kshs.29 ,410,'169 but there was no

record to show the composition or breakdown of the

balance.

In the circumstances, the accuracy and completeness of

Eade and other receivables balance of Kshs'31,519'506

f the KRA refundschedule to show the breakdown o

could not be confirmed.
ResolvedThe Kshs 1,968,336.00 was

lost in the Year 2O12.

Efforts to recover the same

has been futile' The

loyees involved hadenrp

The statement offinancial position an

23 to the financial statements reflects total trade and other

receivables balance of Kshs. 294,12I,792'00 which

includes Kshs. 1,968,336.00 in respect to cash loss'

d as disclosed in NoteUnaccounted
Receivable - Cash

Loss.

5.0

3l

I
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detailing the cash loss and there were no details on how the
money was lost, the purpose of the funds and the officers
involved. Further, tlte Management did not provide the
action and steps taken to ensure timely recovery of the
funds as envisaged in Regulation 63(l)O) of the public
Finance Management (Counry Governments) Regulations,
2015 which states adequate measures, including legal
action where appropriate, are taken to obtain payment.

anagement did not provide a schedule

In the circumstances, the recoverability of the funds lost is
doubtful, In addition, the Management was in breach of the
Iaw.

However, the M their scrvices terminated
and the same has been
written off in the year
2022/2023 after approval
by the board.

6.0 Stalled Project-
Fencing of Old
Sewerage

Note 6 to the financial statements reflects
Kshs.633,939,766 in respect to property, plant and
equipment, which includes Kshs. 39,1g2,377.g4 in respect
to additions during the year which further includes Kshs.
3,264,233.0O paid to a lirm for construction of a perimeter
fence (chain link) at old sewerage, Mwiria intake works
and Kangaru rqservoirs. A site visit in the month of
December, 2022 revealed that the fencing works at Mwiria
and Kangaru were complete. However, fencing at old
sewerage plant had not commenced and the contractor was
not on site, an indication that the project may have stalled.

The stalement of financial position and as disclosed in old sewerage fencing
project starred like all other
sites but after surveying the
parcel, it was established
'that there are sections ofthe
parcel that were heavily
encroached. We embarked
on the formal engagement
rvith the Embu County
Government, through the
CECM Water, to help evict
the encroachers. This
process has taken unusually
long thus affectin

The

I the

Not
Resolved

30/12t2023

)l
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project implementation.
We thus treated this an act

of nature, which could not

have been foreseen bY

either party to the contract

thus constitute force
nojeure under FIDIC
conditions of contract

2017. The ECG is Yet to

advise.

Components of the works

under the old sewerage

were executed such as the

surveying and

establishment of beacons

and site clearance, from

where we stablished the

encroachment. Thc other

component that was done

was commencement of the

fabrication of the concrete

posts. So, it is good to note

that the proj ect had acruallY

commenced and stalled due

to challenges enumerated

in one above.

The contract agreement revealed that

for fencing the old sewerage plant lapsed on 20 September,

2022 and there was no evidence ofapplication for contract

extension. It was not clear why the Management did not

enforce performance of the contract within the contract

period.

In the circumstances, the value for money for the

expenditure amount of Kshs 3,264,233 could not be

confirmed.

the contract period

33
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expenses from
alone are Khs

605,250 only. in respect of
the items Iistcd in (2)
above.

The board has approved the
fencing of thc section
which is not encroached as
we follow up on the
encroached section.

The tolal
this site

budget of Kshs.43 6,372,920 against a total expenditure
budget o[Kshs.451,759,755 resulting in a budget deficit of
Kshs. 15,3 86,835. This is contrary to Regulation 3l (c) of
the Public Finance Management (County Gou"rn_"ntr;
Regulations, 20 I 5 which states that the budget revenue abs
expenditure appropriations shall be balanced.

The approved final
ended 30 June, 202

supplementary budget
2 reflects an approved

for the year
final income

e concem is well noted
and the company
management will be
commifled to prepare a
well-balanced and realistic
budget in future for easy
planning and compliance
with the law.

Th

Resolved

7.O Budgetary
Control
Performance.

T.l Unbalanced
Budget

7.2 Budgetary
Performance

and

reflects final income budget and actual on comparable
basis of Kshs.436,372,919 and Kshs.423,260,g40
respectively resulting to an underfunding of
Kshs.l3,l12,079 or 3%o of the budget. Similarf, the
company expended Kshs.455,4g4,550 against an approved

The statement ofcomparison ofbudge t and actual amounts e company prepares
budget estimates based on
the estimated demand and
supply of services offered
in addition the expenditure
is also dependent on the
plans for the period. The

Th Resolved

)4

t-
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t

company being a limi
company solelY dePends on

the intemallY generated

funds to finance its

operations and Plough back

any surplus made.

Where the revenue

actualized does not meet

the budget, the

managemcnt reviews the

budget and PrePares a

supplementary at the same

time reviews its Plans in

order of prioritY based on

the available resources.

Though the realignment of
plans in order of PrioritY
may imPact on

implementation of initial

plans may not necessarily

be negativelY to service

delivery but instead a

postponement of some

plans.

ted

expenditure of Kshs.3,724,795 or l%o of the budget'

The underfunding may have affected planned activities and

may have impacted negatively on service delivery to the

p,rUti., m addition, the company incurred unauthorized

spending ol Kshs 3,'724,795'

Iting to unauthorizedbudget of Kshs.451,759,755 resu

35



EMBU WATER AND SANITATION COMPANY
Annual Reports and Financial Statements
For the ear ended June 30, 2023

It also important to note
that both the original
budget and the plans; and
also, the supplementary
budget and revised plans
are further approved by the
board.

8.0 Irregu la rities
Procurement

8.1 Irregular
Procurement of
Accounting,
Finance, HR and
Supply Chain
Management
System.

ln

Note 29 to the financial statements reflects a balance of
Kshs.8,894,848 in respect to intangible assets which
includes Kshs.3,765,917 paid to a firm for the supply,
installation, training and commissioning of uccountin!,
finance, HR and supply chain management system.
Further, according to the available tender evaluation
report, the firm which was lowest evaluated bidder at a
tender price of Kshs.7,034,240. However, the tender
evaluation committee recommended the contract fo be
awarded to the second lowest evaluated bidder at a tender
price of Kshs.?,531,833 wirhout any justification. In
addition, the management did not provide a professional
opinion from the head of procurement in respect to the
tender for audit review as required under section g (l ) of
the Public Procurement and Asset Disposal Act,20l5
which states that the head of procurement function of a
procuring entiry shall, alongside the report to the
evaluation committee as secretariat cornments, review the
tender evaluation report and provide a sigrred professional

The statement of financial position and as disclosed in

responsive bidder and
within the allocated
budget. Impax was in
joint venture with our
billing system
developer Sulis and
also has implemented
a system working with
Eldorel water. The
management has

noled and will ensure
procurement
procedures are
followed.

Resolved

36

The tender was
awarded to the second
Iowest bidder Impax
Solutions at Kes
7,531,833.60 since
tley were the most
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The Professional

opinion available.
2

opinion to the accounting officer on

In circumstances, the comPany

the procurement or

was in breach ofthe law

asset disposal Proceedings

ResolvedThe delay in issuing the

notification of award to the

successful bidder was

occasioned by the delaYed

receipt of the accePtance

from the same bidder.

The management has noted

and will ensure

procurement procedures

are followed.

The statement of financial position a

Note 29 to the financial statements reflects a balance of

Kshs.8,894,848 in resPect to intangible assets which

includes Kshs.2,290,000 paid to a firm for installation of

firewall. However, the notification of award was dated l5

Apil,2\2l and indicated that the successful bidder was to

signifo acceptance within fourteen days and that the

contract between the parties was to be signed not more than

thirty days from the date of notification of award'

However, available contract agreement was signed on 8

June,202 I which was more than thirty days after the

notification of award. This is contrary to section 135(3) of

Public Procurement and Asset Disposal Act 2015 which

states that written contracts shall be signed within the

period specified in the notification but not before fourteen

days have elapsed following the giving of that notification

provided that a contract shall be signed within the tender

nd as disclosed in

validity period

8.2 Irregular
Procurement of
Firewall.

Resolved
The statement of Profit or loss an

income and as disclosed in Note I 8 to the financia'l

statements reflects Kshs. 2,483,385 in respect to other

operating expenses which includes Kshs' 2,347,692'00 in

d other comprehensive

respect to cleaning and hygiene which further includes

8.3 Irregular
Procurement of
Cleaning Services.

37

a

Cleaning services contract

for the previous Year was

extended bY another one

year. Evaluation minutes
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firm

fJl tfi
ffi

87 00 d,2 o apa n res to c ancp Servl cESng
oH CI th did not dprov

mdocu en ts nda fram ework ln res ect to rhp
Th oc nS tra to s on 3 5ry Io he( Cpub

Procu rel nen dan s ets SDi SA ct.2 0 5po h ch states
ath the CX s enCE fo a contracl be confi ITN ed through
eth ture fo daslgna co mu ne ln o alcorp lng tsagreem

betrveen tlt cart I anS d cSU h conp trac hS a be s ed bgn vth accourl I] o ccr ro an o c rC au oth drtze t) wn n
h a nccol..1 ntlby o cc r o thfc c curo nn enp dan rhety

success lul

contract areand the

available.

Failure to Prepare
and Publish
Contract Awards

9.0

indicating compliance with Section t57(10) (12) (13) of
the Public Procuremenl and Asset Disposal a.,, Z'Of i
indicating the number of youths, *o-"n und p..r*, f i"i"gwith disability whose goods and services had beei
procured by the company.

In the circumstances, the company was in breach of the
waw.

feren

Duri th ear dunng rcv ew eth omC an d d onp v
are na d ub ln arepp re rt o bPu cpo Procurem en

a o uthRegul orrry noty ces danp reserva NSo

ave prepared and
submitted contract awards
reports to Public
Procurement Regulatory
Authority as per the Act.
For the year 2022/23 we
subrnitted quarterly
repons.

Weh Resolved

| 0.0

lure to Prepare
and Submit
Quarterly
Financial and

Fai
prepare and submit quarterly

ial statements in the format
gazetled by the Cabinet Secretary within l5 days after the
end of each quarter to the County Executive Committee
Member responsible for water

The Managemeni
financial and no

did not
n-financ

ith a copyand sanitation w

ve submitted
quarterly financial
statements to the relevant
authorities on or before the

We ha Resolved

38
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tenderer-

Management tender
agreement

contract.
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due dates for the Year

2022t23.contrary to Regulation 207(l) of the Public Finance

Management (County govemments) Regulations'20 I 5

which states that an accounting officer of a county

corporation shall prepare and submit quarterly financial

ani non-financial statements in the format gazette by the

cabinet secretary within 15 days after the end of each

quarter to the County Executive Committee member

responsible for the county corporation with a copy to the

Cunty Treasury and the Auditor-General'

ln the circumstance, the Management was in breach of the

law

ihe Auditor-General. This isto the County Treasury and

ResolvedEWASCO is registered as

private ComPanY under the

companies Act CaP 486.

Motor vehicle registmtion

is on private vehicle for all

vehicles Purchased from

intemally generated funds.

For any vehicle received as

donation or grant from a
govemment company it is

registered as Per the

requirement of that

Company.

However, the motor vehicles and motor cycles had private

registration number plates' This is contrary to the Section

1i of the Traffic (Regulation Plates) Rules, 2016 which

states rhat state corporation vehicle shall bear the required

number plates of optical recognizable characters

depending on the type of motor vehicles embossed and

printed in white or blue aluminium reflective sheet'

In the circumstance, the company was in breach of law'

hadrhc Coed tharevea mpanyaud(l foredprov
lesmotorlesc andro ehi cyc9 motnlneo c )ftota (8a tygh

Registration of the

CompanY Motor
Vehicles

I 1.0

39

Non-Financial
Statements

Records
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12.0 Delay in
Remittance of Tax Note 28 to the financial statements reflects a balance of

Kshs. 22,821,E47 in respect to taxation. The balance
represents amount of tax liabiliry accumulated from the
previous years. The Management did not provide a
breakdown of the rax liability and the period it has been
outstanding. Further, no explanation was given why the
Company failed to pay the tax when due. This is contrary
to section l0 ( I ) of the public Finance Management
Act,20l2 which stares that subject to the constitution, a
coun[ Treasury shall monitor, evaluate and oversee the
management ofpublic finances and economic affairs of the
county govemment including managing the county
governments debt and other obligations and developing a
framework ofdebt control for the county.

In the circumstances, the company was in breach of the
law.

The statement of financial position and as disclosed in The amount queried is an
accunulation of tax
provision for the period
20t0t20tt to 20t9/2020.
The breakdown has been
attached.

Not
Resolved

30/t2/2023

40
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30106t2026Not
Resolved

This has att bute to the fact

that majority of the

employee who in lower

cadre comprising of
plumbers, water attendants

and meter readers most

cases are drawn from the

locality. This will be

resolved progressivelY bY

the company factoring in

future recruitments

The management ls

committed to comply with

the National Cohesion and

Integration Act 2008; this

will be made possible in the

future recruitments.

Tbe statement of Profit or loss an

income and as disclosed in Note 13 to the financial

statements reflects Kshs- 169,636,663 irr respect to stafl

emoluments. However, review of the staff establishmcnt

revealed that the Company had one hundred and sixty-

three (163) staff members out of which one hundred

eighteen (l t8) staff members were from one ethnic

community. This is contrary to Section 7(2) of the National

Cohesion and Integration Act' 2008 which states that no

public establishment shall have more than one third of its

staff fiom the same ethnic community.

In the circumstances, the company was in breach of law'

d other comprehensive
13.0 Non-Adherence to

Ethnic Balance

Not
Resolved

30/o6/2024The management ls

committed to

implementing all the

pending issues as per the

county assembly findings
recommendations

ority ol the issues have
and

Maj

The Counry AssemblY of Embu invite

Sanitation Company Limited to appear before the Embu

County Assembly Pubtic Accounts and Investment

Committee vide a letter dated 0l February 2021 REF:

CAE/LEG/I0/VOL.XXII (23) for discussion of the

Auditor General report for the period ended 30 June' 2018

and the County AssemblY came uP

d Embu Water and

with recommendations

Non-
implementation of
Recommendations
from Oversight
Bodies

Criteria

14.0

4l
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rs-:ontrary ro section 53(l) of the public Audit Act,20l5
which states that the relevant accounting of a state organ
or public entity shall within three months after parlir.'";;
has considered and made recommendations on the auditreport take the relevant steps to implement the
recommendations of parliament on the report of the
Auditor General or give exp.lanations U *i,i"g ,o ifr"
assembly on why the report has not been uct"d upJr.

In the circumstances, the Management was in breach of
law.

mp

utfuo ah rto datedp 03 Jul 2 20 Rv ef:
CAHLEG/ 6w oL v n ES th 3pa 0 andrty ) th irry

neo J h ch) ere S u sed to b n-lppo emen tedp 1llrh
lxS 60 da(ty ) nrsuays 10 spu tandin deror No 95 AS
uot dc n rh rq ortep there a nS evlo end CC that

rh aMan emenc emen ted cth reco mm daen oti ns Th IS

een resolved while a fewb

r 5.0 Non-Revenu e
rvater (NRW)

volume of water produced represent non-
which is higher than the acceptable

r bench mark of 25%o as stipulated in
ct Performance Report No. 13/2021 .which
acceptable sector bench mark for non_
s betrveen 20%-25%.The high volume of
ts unaccounted for water valued at

or 38% of total
revenue water
industrial secto
WASREB Impa
states that the
revenue water i
NRW represen

t an a average cost of,712,873 (aapproximatel y Kshs. I 87

Dunn the thyear oC m rodupanv 7 70p 5ced 709 m
o lume ofwa er uo of h hc on 4 92v m swa ed
al ued Kshs 3 27 9 The ab clan c o 2f 90 590 m

challenges to our
operations. Major
contributors to the
observed high levels are:

. Old and dilapidated
infrastrucfure of
pipelines, treatment
facilities, storage
tanks, etc.

NRW continues to pose Not
Resolved

30/o6t202s

A1

)

J

However,

(e7)
remains pending.

0,274,
,803 bi

at I
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. Old and less

accurate domestic

water meters

o Water theft and

iilegal water use for

miraa irrigation.
. Pressure induced

leaks and bursts.

o Encroachment onto

the road reserves

and damages due to

roadworks
. Old pipes passing

through Private
proPerties.

. Vandalism in the

lower areas of
KanYrambora,

Kiritiri and

Gachoka bY Miraa

farmers, herdsmen

and malicious
people.

Below are strategies to deal

with NRW sustainablY.

. Community
licing and waterpo

rnay affect the company's long-term sustainability
loss to the comPanY- This

Kshs.64.50 Per unit) which is a

43
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address widespread
vandalism.

. Infrastructure
upgrade to replace
the old and
dilapidated

in frastructure
. Upgrade billing

software to address
apparent losses.

. Metering to
improve revenue.

. We have a
dedicated

surveillance team.
. Formation of

District Metered
areas with smart
meters for
monltoring the
NRW.

Liaison wilh other
stakeholders

unrtpolice to

44
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ResolvedTh" companY oPened a

retention account.
Note 6 to the financial statements reflects a balance of

Kshs.633,939,764 in respect to property' plant and

equipment, which includes additions during the year

toiuti;ng to Kshs.39,182,377. Available records revealed

that the Company enteled into various contracts including

construction works, refurbishment of buitdings and offrce

building works. The Company deducted 100% retention

money from pa)rments to contractors but the amount was

not deposited in a separate retention account being

contractors' money held awaiting performance ofcontract

to completion. This is contrary to Section la5(1) & (2) of

the Public Procurement and Asset Disposal Act'201 5

which states that the performance security shall be retumed

to the successful tenderer within (30) days following the

final acceptance by the accounting officer of the procuring

entity

In the circumstance, contractors' retention money may be

applied to other expenses hence not readily available to be

nd as disclosed inThe statement of financia I position a

paid to contractors whenever due

Lack of Deposit or
Retention

Account.

l6.o

ResolvedThe company has

approved ICT PolicY.

an
The CompanY did not have an aPProv

absence of an approved ICT policy, the Company did not

have clear guidelines in respect to data security' backup

plans, password and user account management and disaster

i""or"ry plans as required under Section 149(2) (c) of the

Finance Management Act,20l2 which states that a public

ensure that all its records, financial or

ed ICT policY. In

entity should alwaYs

Lack of APProved

Information
Communication
Technology (ICT)
Pol

17.0

45
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Eng. JAMES NruE NJERU
MANAGING DIRECTOR

46

In the circumstances, the security and reliability ol the
Company's data including the management information
system could not be confirmed.

otherwise kept in
and backed up.

electronic form are adequately protected

18.0 Lack of
Management
Policy

Risk cth cfinan alDuring u dn re audiyear rh Comt, di nd otpanv
ah VC roved r SKpap enm C cmanage onv totrary

S ct on 5 8 a fo hX ) Pub c) I:(b lnan ce Man nemeag
oC Go ernmenunty ts R atl o sn 2) 0 5egu

n crh C tarCUITlS cn the citem am nomanag ah ve av
em anlch tosm den (l era onalfy sksnop n ucl INd fraud tn

rdero to lme rcs dn itnd av ddres spo

The company
approved

management policy
Risk

has an Resolved
poli

I I(

them.

)
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APPENDIX II: PROJECTS IyIPLEMF:,NTED BYTHECOMPANY

)

NO Project Total
cost

Project Total
Expended to

date

Cornpletion %o

to date

Budget Actual Sources of Funds

I Gachuriri
Waterline

Extension

t'7 ,723,307.00 I l,l16,640.00 301t0/2023 t7,723,30'1.00 1l,l16,&0.00 Water Sector Trust Fund&
EWASCO

2 Mugoya Water

Line Relocation

23,509,500.00 t7,030,622.00 30/0912023 23,509,500.00 17,030,622.00 National Government

4'l


