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l. Acronyms and Glossary ofTerms

ICPAK Institute ofcertified public Accountants ofKenya

MD Managing Direckrr

WRA Water Resources Authority

WASREB Water Services Regulatory Board
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2. KE}' EN'I'ITY INI'ORMATION

Brtckgrou nd in [ornration

Matungulu Kangundo Water and Sewerage co. Limited is established by the Company's Act 2015 and is an agent of thc Cc! ,l ),
(lovernment ol Machakos allowed to provide water and sewerage services within Kangundo and Matungulu sub counries. l'Lre

Countl (.iovernment has appornted a Board of'Directors rvho are rcsponsible ltrr the general policy and strategic direction or the
entitr.

Principal,.\ctil ities

'I hc princrpirl octivit) ol the cntity is to provide water and sewerage services within its .iurisdiction

Vision
To be the best \vater service provider in the region

Mission
'fo sustuin elilcicnt. cllcctir,!', sat'e and allbrdablc water and sewcrage serviccs in oul arca,

( ore 0bjective s

[)rovision of et]lcient and al]brdable water services

Maintenance of asscts and water thcilities to ensure continuous services

Scnsitize communities to cnsurc u'ell inlbrmed customers

lnrplemcntation ol'rules and regulations as provided for by the regulator

Dirtctors

l'hc l)ilcctors rrho sencd thc cntit) during thc year were as tbllows

l. Margaret MLrli -Ag. Managing Director
2. Samuel Muneenc Acting Chairman Appointcd 13 September 202 I

-1. Catherine Muluku Appointed 13 Scptcmber 2021
4. Ijdna M.Mwanzia Appointed l3 Scptember 2021
5. Magdalene Emma Nthenge Appointed 13 September 2021
6. C'PA Abdullahi Culiye Yunis Chicf OUlcer water and Irrigation
7. Kasangc Julius Muindi ChielOtl'icer Finance

Registcred Office

'l alr I'lazir

KangLrntlo I(oi.rtl

P.O llor 5(.rl-9013 1

I-all. Kcnr ir

Corporate I{eadquarters

I'.O lJor -i6 l-901 i I

Tull l loLrse
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Kangundo Road

Tala, Kenya

(lorporate Contacts

Tclephonc: +25 47 I 92 I 27 20

Email :kamwasco@gmail.com

Corporate Bankers

Kenl a Commercial Bank

P.O Uox 173-901I I

Tala, Kenya

lndependent Auditors

Audilor Ceneral

Of fice of the Auditor General

Anniversary Towers. Univcrsity Way

P.O Box 30084

GOP 00100

Nairobi. Kenya

Principal Legal Advisers

The Attorney General

State Law ot'fice

Harambee Avenue

PO Box 40112

City Square 00200

Nairobi. Kenya

iv



i

MATUNGULU KANGUNDO WATER AND SEWE,RAGE COMPANY LIMITD,D
Annurl Reports rnd Finencial Strtements
For the ycer cnded June 30 2025

3. THE BOARD OF DIRECTORS

SAMIJEL MUITIEEITIE Aonointcd l3n Scotcmber 2021
Mr. Samuel Katumo Muneene chairs the board of the company and repres€nts
busincss community.

ACTING C IRMAN(BOD)
Academic Qualification : EACE
Professional Qualification: Educational officer
Age :69 years

t

CATHERINE MUTUKU Aooointcd l3scotcmbcr 2021
Miss Catherine Mutuku is I director of the company and chairs the audit
committee of the company.

Acadcmic Qualificafion : Bachclor of [aws
Profcssional Qualifi cation: Lawyer
Age :35 years

MAGDALENE EMMA. NTHENGE aooointed l3s seot 2021
Miss Emma M. Mwanzia is a director of the company and chairs the Financial
committee. She rcprcsents community organizations.
Academic Qualification : O level
Professional Qualifi cation: Secretary
Agc :61 years

EDNA M Mwende Aooointed l3Seotember 2021
Mrs. Magdalcne E. Nthengc is a director of the company. She chairs Technical
committee of thc company and rcprcscnb womcn organizations.
Academic Qualification : O level
Professional Qualifi cation: Farmer
Age : 59 years
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Chief Officer Water and Irrication
Alt€matc to CECM water,irrigation,sanitation,environment
and climatc changc.

CPA Gulive Abdullehi Yunis

Chief Oflicer Finance and Economic olanninq
Altcrnatc to CECM Financc, Trsdc, economic planning and
Revenue msnagement.

Kssf,nsr Julius Muindi

MARGARET MTJNYTVA MIILI
Mrs. Margaret Munyiva Muli is the Ag. Managing Director and the secretary to
thc Board of Dircctors, Shc holds a Diploma in water Engine€ring from Kenya
Water institutc.

Appointed: 22 luly 2023
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4. KEY MANAGEMENTTEAM

MARGARET MUNYIVA MI'LI

Datc of Birtlr: 1968

Mrs. Margarct Mrmlva Muli is thc Ag. Managing Diroctor and tho sccrotary

to thc Board of Dircctors. Shc holds a Diploma in watcr Engineering from

Kenya Water institute,

Appointed: 22luly 2023

TECHNICAL MANAGER
pot i.t fi.iti it the managcr in chargc of Tcchnical Opcrations within thc

company. Hc holds I ccrtificatc in Water Supply from thc Kcnya Watcr

lnstitute.

PATRICK KIMITI

Date of Bi(h: I 969

ACCOUNTANT

Anthony Mucma is the company's accountsnt in charge of the finance

dcpatunent. He holds a Bachelor of commerce (Finance Option) degree

from KCA Univercity and is a Certified Public Accountant of Kenya (CPA

K).

ANTHONY MUEMA

Dare of Bi(h: 1982
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MA'TUNGULU KANGUNDO WATER AND SEWERAGE COMPANY LIMITED
Annual Reports and Financial Statements
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5. CHAIRMAN'S STATEMENT a
I l'eel honored ttrr.God t0 give mc this golden opportunity to give out the report of Matungulu Kangundo Water and Sewerage

Companl limited as at the ycar ended 30 June 2025.

tsrietl) this compon). started in 2008 by the then water oflicer Mr. Nicholas Mageto. The water Managcment was handed ovt'- tr.r

him bi thr fangi,nl.lu urban cr.runcil. 'l'he company popularly known as MAKAWASCO comprises of threc u. icr

S Lrpp lies/Stations namcly;NgulLrni. I'ala and Kangundo.

.fhis 
loung compan), uas handecl over with a lot of challenges which has kept on manit'esting themselves lbr quite a long tine

and u hich so l'ar rve havc nlanaged to changc.

a) l.)nskilled labour

b) Poorly paid workers and therefbre unmotivated to perform better

c) Poor and unorganized watcr management systems

d) Old and dilaPidated PiPes

c) Lirck ol'pipes network skctch maps

l) Illegal connections

'l'hc list ol'the old challenges that cxist€d tluring the initial stages were very many. Howcver, I am proud and pleaseJ to

ann()unce with contldence that I can see light at the end of the lunnel because there is a lot of improvement in terms ol'-:

Skilled Personnel

I)ersonncl cre moderatcl) motivated

Organizerl managcmcnt tcam in place

lllegal connee tions almost dcalt with completely

Wolkers rvith t etter rcmuncration

I must say thal lam thankful to the organizations rvhich have come very handy to our rescue in terms of the compan)' $iltcr

inliastructure namell.t Machakos Countl Government and Water Sector Trust Fund rvho have tirelcssly assisted in impr'r':ng

neu pipes nctwork that have led to minimized Non-revenue water'

l.'inllly. let me thank cll our estcemed water customers and the rest <.rf stakeholders for being on our side on this long.jorr'rc;

sincc thc inccption ol'the compan) in 2008.Your challenges, opinion and assistance has taken us this t'ar. The skf is our lim t rt

shall ncver rrst until ever)- customer/household gets water regardless ofthe distance one is tiom the water sourcc'

.l.hank 
1,ou once again and hope that you will give your help where it is most needed to make MAKAWASCO thc ur'ter

comp n\ in this region

Rcgards.

( hirirrnun. Boarrl ol [)irector

viii
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6. REPORT OF THE MANAGING DIRECTOR

It is m1 pleasure to prcsent to you Matungulu Kangundo water and sewerage company management rcPort for the 1'ear enJed

Junc j0 2025.]'he Company is mandated to provide water scrvices within Matungulu and Kangundo sub counties to a covcrags

area of approximatcly 924kmr targeting a currcnt estimated population of 234,388 people.

U ilter is a ker tlriver ol'social and economic development and over the years, supply ol reliable and atlbrdable water to our

custontcrs, improvemcnt of customer service antl acceleration of water access to the public remains at the centre stage ofour

operations.

Dcspite our desire to sustain connccti\ity drivc by further extensions and conncction oi customers to othcr unscrvcd ar'as.

impr.ove system reliability and c<.rmplete key projects, our <.rperational perftrrmance during the year was atfected by untitvori'blt

cnvironmcnt mainly caused by inadequate water sources, oontinuous grading of t'eeder roads by the County govcrnmcn: ol

Machakos and inadcquatc lunds to reneiv our dilapidatcd pipelines.

Operational Performance

ln the coursc ol'the year unrjcr review. we connecled 74 new customers to our water network grou'ing the overall customcr h'ase

to 2049 conncctions rvithin our service area. This connectivity drive is premised on our strategic goal to secure the \\:ltcr

rlistribution antl provide clcan and aflirldable water to every household within the area served by the company and support the

eolntr)'s goal ol proriding water to all Kenyans rvhich is an important ingredient tbr socio economic translbrmation' ]nd

dcvclopment.

In the flnancial year 2024-2025 thc company managed to solarize one of its boreholes (Kyamulendu borehole) in Tala thnrrrgh

CSR program provideri by Davis and Shirtliff with the aim ofreducing power cost and also production cost.

Challenges faced during the reporting period

l. [{igh cost ot'pumping ( Power bills)

2. Vandalism of watcr infrastructures

3. Water thell

4. Int'lation (High cost of materials) 
,

5. lnsutlicient sources resulting to water rationing

6. Dilapidatetl intiastructurcs contributing to non'revenue water .

7,Highnon.rcvenuewatercontributedbyvandalism,theftanddilapidatedpipelinesamongothers

Business Performance

During the year unrler rcr,iew, gur operating revcnues decreased by kshs 404,629 to Kshs l3,l02,875.While Othcr in':r-rmes

increased \\'ith 209,080 leading to an overall rcvcnue ofkshs 14,307,555 which decreased by kshs 195,549 tiom the pr':rious

repor.ted year.oi kshs 14,503,104.1n thc ourrent ycar economic challenges and fluctuations in the market have had an imp,rc', on

and increased our operating costs.

ix
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\et Deficit

The dclioit befbre tax increased to kshs.4,005,566 from kshs 2,735,993 reported in the previous periotl. This was occasioned by
rising operating costs, such power cost.

The company managed to reduce the non-revenue water from the previous 37o/o lo 3lo/o

Ihrough the support of water sector trust fund under condilional liquidity support grant during the covid l9 period. thc compan)
lid a 3km pipeline extension in Nguluni and several customers were able to get sullicient supply.

Future Plans

l) Solarization of the boreholes

?\ Procurement ofa billing and accounting software

3) Rehabilitationofthedilapidatedpipelines

:

4) CompJete overhaul ofNdovoini B return pipe and rerouting ofall the pipelines passing through homesteads

5) Installation ofzone meters to hclp establish specific areas water is lost

Wcy firrward, we will continue reaching out and engaging all our stakeholders especially thc community u,ithin 9ur area ol'
joverage ntainly in conserving our sourccs of water and inl'rastructure. We also look lbru'ard to more collaboration antl support
liom the trvo levels olGovernment, dcvelopment partners, and other inslitutions in the sect()r.

iinally. I rvish to appreciate our stakeholders and corporatc partners tbr the solid commitmcnt and supp()rt. l'o oLrr cstcenrer.l
customcrs, we thank you tbr your loyalty and support. lt is through the hard w,o[k and dedicated ef]irrt ol'the Mn KA\\'ASC'()
tcam that we are nolv! able together rvith our stakeholders to mark the achievements made tluring the 1car. Thcrelirre. to thc
;nanagement and stalJ of MAKAWASCO, let us keep this momentum. to thc Board: I thank vou lirr r our guidance and
leadersh ip.

Ag.Managing Director

X
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7' STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR THE YEAR 2025/7 OZ4

scction I 64 Subsection 2 (t) of the Public Finance Management Act, 2012 requircs the accounting ol'ficer to include ir. the
llnancial statement. a statcment ofthe County govemment entity's performance against predctermined objectivcs.

Matungulu Kangundo water and Sewerage Company limiteti operates under Five (5) strategic pillars and objcctives lb, thc ) car
202012021 and 202412025.These pillars are as lbllows;

['jillar I: Operational Etliciency and Attordability of water services

Pillar 2: Asset mainlcnance lbr continuous service delivery

Pillar 3: Financial Susrainability

Pillar 4: Watcr inliastructure development

l'illar 5: Efllctive Cirrporate Covernance

Matungulu Kangundo rvater and sc\verage company limited develops its annual work plan based on thc above 5 kel,pillrrs.
Assessmcnt of the board's peribrmance against its annual rvork plan is done on a quarterly basis. Matungulu Kangundg rv.:tcr
and serverage co' Limited achievcd its pertbrmance targets for the finance year 2025/2024 as per thc table belo\\,;

Achicr cmcnts

Power bills and trrher
repair costs settled in
time

-t

Extension of
in Nguluni
3300m.

arert fi rr
Pr

F<lur board meJr tir6s
u'ere held during the
ycar and lic)'
resolutions passec.

Objectrve Key perlbrmance
indicator

Activilies

Constant supply of
portable watcr that
meets thc cxpcctations
o1'our customers

Reduced
complaints

customer Carry out customer
satisfaction survey and
also ensuring that
repairs are donc at the
right time

Watcr lntiastructure
Devclopment

Provide water and
Sanitation Services

Increase water and
Sanitation coverage

Drilling Boreholes,
Extension of Pipeline
and Construction of
Sanitation lhcilities

Corportte Board ol' Directors
adhere to the board
meeting schedules and
pass important
resolutions in timc

Four board Meetings in
every quartcr.

Board Meetings held as
per sr:hedule.

XI

Operational Elliciency
and Allbrdability ot'
Watcr Ser\ ices

Etl'ectir e
(itlvcrnanct

Stratcgic l'}illar
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3. CORPORATE GOVERNANCE STATEI\,T ENT

The board of Directors actively shapes the company's mission and the strategic dircction, The board has sct ()ut clcrr rgenda trr
ensure its overall oontrol of the companv's affairs. The responsibilities and linritations ol the clircctors are prinrarilr sct out in tllc
lrtlcles ofassociation ol'the company and corporate govcrnance guidelines b1' the seckrr rcgulator. ['he corporatc g()\,crnilncc

3uidelines by the rcgulator (Watcr scctor regulatory board) require thc compan), to havc a ntarinrum ol'llrc hoartl mcnrbcrs
inclusive ofchiefollicer in charge ofrvater and Chief Officer in charge ofllnance liom Machakos Cuunn (iorcrnmcnt sincc thc
iompany falls in to classification of small entities.

Ilhe board is responsible for policy formulation, approval ofutilization ofthe company funds, administration ol'thc companr anr.l
')rotection ofthe property and asscts ofthe company.

The executive managcment committee chaired by the managing Director comprises heatl ol'departntcnts and scctions reporting

Jirectly to the Managing Director. The committce meets at least once pcr month to rcview pertirrmancc and to consider p9licl
and business issues including strategic measures while also reviewing papers belbre they are tabled befbrc thc Board lor
consideration and approvals.

Ihe independence of the Board from the company's corporate management is ensuretl by scparation ol thc lunctions ol'thc
chairman and Managing Director and a clear definition of their responsibilities. The chairman is primarily rcsponsiblc lirr
providing leadership of the Board of Directors while the Managing Director is responsible tbr the dal to da). nranagcntcnt of tl.rc
compan\'. This helps in achieving an appropriate balance of authority. increased accountahiiit\ and impror er.l eapacitl l6r
;lecision making.

Board of Directors

Cn a quarterly basis the Board of Directors considers manag,ement reports f'rom the managing Director. Management accounts.
and reports of each Board committee, specific proposals for capital expenditure and acquisition as well as strategic planning l'or
the company. The Board meets at least once per quarter. The calendar of meetings is prepareti annualll, and approved in advance.
Board Members are remunerated through sitting allowances and also the compan)' caters fbr their travel e\penscs in case el
meetings for the BOD outside the area of jurisdiction. The chairman of the board earns monthly honorarium, In the 1'ear r.'ntling
June 30.2024/2025 the company did not conduct board meetings

Committees of the Board

The Board oversees the monitoring system and has set specific responsibilities lbr itsell and its comnrittees. Board committces
have been established with formal $'ritten terms ofreference and obsen,e the rules of'conduct and pnrcetlurcs ol'thc Board.

Ihe Board committees are constituted by the Board which sets out the responsibilit ics delegated b1.the Board k) thc comm tte!.
)nd the comrnittee's structure and operation. The role of the committee is to operate within thc ternrs ol- its charter and to makc
reconrmendations to the Board lbr approval or ratification. The committee ma)' determinc on behallof'thc Board ccrtain malcrs
ivith prior approval of the Board.

Technical Committee
The committee deals with strategic planning, operations and technical issues. lts responsibiliries include inliasrructure
development. reviewing and evaluating of water service standards and ensuring service elliciencv anri cf'l'ectivcness.
monitoring and evaluating performance of both the service provision agreemcnt antl the pertbrmancc contract. -l'his

committee is chaired by Miss Edna M. Mwanzia

2. Finance and Administration Committee

x
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'I'hc committee deals rvith tinancial. recruitment and administrative issues of the company. Its responsibilities incirt'e
lcvioving arnd evaluation ol'perlbrmance ol the approved recurrcnt budget, opening and closure of bank accc',:,rts.

linanciill perlormance and sustainability of the company, t'acilitate tbr the application of tarilT and related charge. tirr

\\'ater scr\ iccs and all statJ matters. Thc committee is chaired by Miss. Magdalcne Emma Nthenge

3. Audit Committee
l'he commitlee deals rvith compliance issues. lts responsibilities include examining and assessing the etltctivene.,:; ol

thc intcrnal control. cvaluatc internal audit programs. carry out special audits, receive and consider audit reports, vcrily

thc compan)'s asscts and liabilities and adopt a proactive risk based approach to internal audit systcms. This com r,ittee

is chaired b1'Miss Catherine Mutuku

x t
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9. MANAGEMENT DISCUSSIONS AND ANALYSIS

Matungulu Kangundo water and Sewcrage Company limited providcs water and sanitation services to Matungulu and Kangundo

sub counties. Thc company engages with development partncrs and local community to ensure it fulfills its msndate' The

company's opcrstions are su$alni by funds that arc collcctcd from paymolrs from customers for scrviccs rcndcred and also

from its partncrs through grsnts' subsidics and donations'

During the year 2025 the ulility managed to produce 154,623M' of water and bitled 93,133I\/f! of water resulting to Non-

Rcvcnuc warcr (NRW) of 61,490Mr cquivalcnts to 40elo.This is illustratcd by the tablc and chart below;

Month lul24 Aug
24

scp
24

Oct
24

Dcc
24

Jan
25

Feb
25

Mar
25

Apr
25

May
25

Jun
25

Production(
lYll

t2,397 14.609 14.728 t4.720 I4.639 t3,791 I t.173 r0.E34 12,245 10.748 10.67 I 14.068

BiIi Mr 8,022 8.50t 9.665 10.072 6.415 t.416 6.598 7,297 7,501 5.883 6,236 8.520

NRW(M! 4,375 6,l0l 5.063 4.648 8.224 5,375 4,575 3,s17 4.7M 4.865 4,435 5,548

154 623Total Product
93 133Totsl Bill
6l 490

TOTAI NRW

Summary

A Graph for hoduction versus Billing (water Sates) and Non-Revenue (JN Accounted for water)

Chart Title

20,mo

15,qX)

10,(D

5,qx)

I h hh,ll,h,h, lrl Ill,h,I
JU}2.Al.2.5.Pz4(xt.24ttQ.z.0tc.211en.25s25r,1...25,pr-25iltrv.25.lutt'5

f lot.l 
''odudbn(M1 

a wet s.lc.{tf) r Un accorrltcdlUlr)

Nov
24
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Month Jul 24 Sep
24

Oct
24

Nov
24

tec
24

Jan
25

Feb

25

Mar
25

Apr
,<

May
25

Jun
,<

Billing(
kshs) I,t 19,0

30
I,148,8
05

t ,3l t,6
65

927,129 I ,190,I
90

899,21I 1,069,2
l5

t,096,
245

850,00
0

874,42
0

1,226.7
20

Collecti
on(kslrs

)

922.983 740,935 1,248,6
E3

l,013,t
79

I,380,9
54

I,l18,4
l8

926,0M I,05 r,6
97

t88,74
0

794,t6
0

t,273,
0tE

956.945

Summery

Total Billi shs) I 3.102,875

Total Collectio ) t2,316,526

A Graph of Bitling (Kshr) versus Collcctions (Kshs)

Lem,(xD.@
l,t(D,(ID-@
l:m,qD.@
LqnqD.m

gD,om.q)
6@,m.@
t(D,m).@
2@,(m.00 il

Chart Title

ll llilllillt rrilll
,ul-2aAra-2aS.P2aOct-2al{oY-2aOGG-2aLo-25f.b-25M.'-25A9r-25M'Y-25l,un-25

r Tcael failf, ! coltdc

Collections Effec iencY -94'/o
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The company furtlrcr expects to increasc its water production in kangundo which will translate to increased revenue once an
ongoing projcct bcing fundcd by thc water scctor trust fund is complcted. Thc Projcct titlcd "Kangundo watcr projecf' began in
l2s April 2022 when the financing agreement was signed. The project is expected to be completed in October 2025.
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IO. ENVIROMENTAL AND SUSTAINABILITY REPORTING

Matungulu Kangundo watcr antl Ser.r'erage Company limited (Makawasco) exists to translbrm Iives through the provis.o^ olquality' aflbrdable' reliabie, portablc and sustainable water and sanitation services to the residents of Matungulu and Kanguntlosub counties This is the purpose; the tlriving force behincl everything we do. That is what guides us to deliver on our manr.lare.'I he ltrllorving is a briefofour achievements in delivering <.rur pillars;

i, Sustainability strategy and profile
MAKAwASCo is committed on providing quality, affordable, reliable, portable anrl sustainable rvater an<i sanrtrr ionsr:rviccs to our customcrs *'ithin our jurisdiction. This will be achicved through extension of services, sinking ol rr:oreboreholes' harvesting of rain u'atcr and construction ofdams and weirs. This iill be achieved by collaboration rvitir theNational gcrvernment' county co'ernment of Machakos and donor partners to extcnd our services to the underser ve<land alsr.r increase our watcr and sanitation coverage.

ii. Environmentalperformance
The management believcs that the operations of the company has a minimal impact on the environmcnt; horvever wcacknorvledge that there are inevitable environmental impacts associated with the daily operations. o;; ;; ;; ;;, r;.r'c minimize any harmtur ef'fects 0n the envifonment as we continue with our "o;rrilrr.;;,r"r;,,;; ;;;;;;r;,partnering with established environmental organizations such as NEMA t<-, gui,te ," .r"""irplrg;;;;;;;;,,;,
strnclards to be used by the company.

iii. Employee Welfare

t\

limployee hiring is done competitively as all positions are advertised and employment is on merit. The l/3 gender ruleis alrvays put into consideration' Employce hiring also takes in stakehoid"r 
"ngogeo,cnt 

and rhis herps to impro.re triecompan\''s relationship w'ith thc stakcholders. Job placement is done on the skills fossesseri by employecs.

Market Place Practices
a) Responsiblecompctition practicc

-['hc 
company has put in place to measures to discourage malpractices both within and outside the organizrtion.In an etrort t. discourage corruprion and other marpractices the company does not ;G;;;;fi;il';;;bill pa1'ments are done directly to the bank. Furtheito this the company does not engage in politicar activrticsth.ugh it recognizes lcaders elected by the people as part ofthe stakeh.lders of the entity. i lb1 Responsible supply chain and supplier relations

'I'he entity treats its suppliers with impa(iality and ensures it has maintained its supply chain. suppliers arecngaged on competitive bids or quotations and are paid at the right timc,c) Responsible Marketing and advenisement 
lThe company ensures that there is advcrtisement for its produots and services cither locally or through themedia. This is enhanced thr<.rugh public pa(icipation exercise.

d) Product Stewardship

The constitution .f Kenya under article 43 l(d) provitics fbr a right to clean, sal'e u,atcr in adequate quantrties.'I-he companl in compliance $'ith thc constitution and customer needs has undertaken to provide clear,, :,aleand af'lbrdable water to its residents within its jurisdiction and in places u.here it has not covered its opcrr.ti(,ns;it has arrorved cornmunitv based ,rganizations to assist in serving those residents. ! , .

Corporate social responsibility/Comm unity Eng8gemetrts :

The crmpany did n,t parricipate in corporate sociar activities for thc ycar cnded 30'h June 2025.
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I I. REPORT OF THE DIRECTORS

l'hc Dit'cctors subn'rit their report lor the )'ear endcd June 30. 2025 rvhich shorv thc statc ol'the cntitl .s al)iirs
rrincipal ,\ctivities

fhe principal activities of the entity are the provision of rvater and se*.erage serv.ices

llesu lls

'l-he results olthe entity lbr the year ended June 30,ZO2S are sct out on page I

l)i ;idrnds

n linc with the companv's articles and Memorandum ofassociation, the company does not pav dividcnds to thc sharcholdcrs

Dircctors

'rhe members of the Board of Directors who served during the year are shown on page ir,.r,. In accordancc with regulation 59 ,1.
,he entity's Articles of Association; one director who is the longest serving is required to rctirc by rotation. htrrvevcr. all thclirectors are serving their final term in ol'fice.

luditors

The Auditor General is responsible lbr the statutory audit of the entity in accordance with article 229 olthe Kenl.an constitution
end public audit act 2015

I

.lamc

i ignature

)cte......

N, \O a9I *i

\\ \ Q\
Managing Director/Board Secretary
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Annuat Reports and Financial Statements
For the yeor ended June 30 2025

twelve months from the date of this statement.

Approval of the finnnciol statements

'l'hs cntitr's llnancial statcments u'ere approved by the Board on *(\\--\

Signature:

Name: Samuel Katumo Muneene

Chairperst-rn ol' the Board

Signature

Name: Margaret Muli

Managing Direotr.u

xtx

lll

r2. STATEMENT OF DIRECTORS RESPONSIBILITIES FOR YEAR ENDED JUNE 30' 2025

Section 164 of the public tinance managem€nt Act, 2012 and the Kenya Company's Act 20 l5; require the Directors to preParc

tinancial statenrents in respect of that entity, rvhich give a true and I'air view of the state of aff'aiIs of the entity at the end of the

financial ycar. and the operating results of the entity that year. The Directors are also required to ensu.e that the entity keeps

pr<-,per a,;cr.,unting recortis which disclose with reasonable accuracy the financial position of the entity' The Directors are also

responsible tbr saf'eguarding the assets of the entity.

The Direct(r.s are respqnsible fbr the preparation and presentation ofthe entity's llnancial statements, which give a true and lhir

view of thc strtc of afthirs tbr arrcl as at the encl ofthe flnancial year endecl on June 30. 2025.This responsibility inr:ludes:

Maintaining adequate tinancial nranagcment arrangements and ensuring that these continue to be efttctive throughoul the

reporting peliod

, Maintaining propcr accounting records, which disclose with reasonable accuracy at any time the financial position ol'thc

entitY;

, Designing, implementing anri maintaining internal controls relevant to the preparation and fair presentation of the Iinanoial

statcments. lvhcther due to error or tiaud;

. Satcguarding the asscts ofthe entity

. Selecting antl applying appropriate accounting policies; and

. Making accounting cstimatcs that arc rcasonable in the circumstanccs'

The Dircctors accept responsibility lbr thc entity's financial statements, which have been prepared using appropriate.accounting

polioies supportecl by reasonable and prudent judgments and estimates, in conformity with international Financial Repoliing

standards (IFRS), and in the manner required by the PFM Act and the company's Act. The Dilectors are ofthe opinion that the

cntity's linancial statements giYe a truc ancl tair view olthe state of entity's transactions during the financial year ended June 30'

2025 and ol'the cntity's financial position as at that date. The Directors further confirm the completeness of the accounting

rcoords rrraintaincd tbr thc entity, whioh have relied upon in the prcparation of thc entity's tinancial statcmcnts as rvcll as thc

adequacy olthc systems ol'internal tlnancial control'

Nt.rthing has come to the attention of the Directors to indicate that the entity will not remain a going concern lbr at least thc riext

.......2025 and signed on its behalf.

L*R.--*--.I.
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REPORT OF THE AUDITOR-GENERAL ON MATUNGULU KANGUNDO WATER AND
SEWERAGE COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2025

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the flnancial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on LaMulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Managemenl Acl, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Matungulu Kangundo Water and
Sewerage Company Limited set out on pages 1 to 26, which comprise of the statement
of financial position as at 30 June, 2025 and the statement of profit or loss and other

Report of the Auditor-General on Matungulu Kangundo Water and Sewerage Compory for the year ended
30 June. 2025
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1.0 Variances Between Ledgers/Schedules and the Financial Statements

Review of the amounts and balances as reported in the financial statements and the
ledgers revealed unexplained variances in the following components:

ln the circumstances, the accuracy and completeness of Kshs.9,198,575 for general and
operating expenses and the balance of Kshs.16,261,686 for trade and other payables
could not be confirmed.

2.0 Unsupported Propefi, Plant and Equipment

The statement of financial position and as disclosed in Note 14 to the financialstatements
reflect property, plant and equipment balance of Kshs.19,665,378 which includes land
and motor bike valued at Kshs.2,350,000 and Kshs.23,632 respectively. However,
ownership documents were not provided for audit review.

ln the circumstances, the accuracy, completeness and ownership of property, plant and
equipment balance of Kshs.2,373,632 could not be confirmed.

3.0 Long Outstanding Receivables
The statement of financial position and as disclosed in Note 16(a) to the financial
statements reflect trade and other receivables balance of Kshs.9,534,443. Review of
ageing analysis revealed that the balance includes receivables totalling Kshs.7,634,240
which have been outstanding for a period of more than ninety (90) days. However,

Report of the Auditor-General on Matungulu Kangundo lloter and Sewerage Company Limited for the year ended
30 June, 2025
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No. Component Note

Financial
Statements

(Kshs)

Ledger/
Schedule

(Kshs.)
Variance

(Kshs.)
1 General and Operation Expense 10 9,198,575 9,187,057 '1.1,519

2 Trade and other Payables 20(b) 16,261,686 16,121,566 140,120

comprehensive income, statement of changes in equity, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Matungulu Kangundo Water and Sewerage Company
Limited as at 30 June, 2025 and of financial performance and its cash flows for the year
then ended, in accordance with lnternational Financial Reporting Standards and comply
with the Water Act, 2016, the Companies Act, 2015 and the Public Finance Management
4ct,2012.

Basis for Qualified Opinion



Management did not provide measures put in place to recover the outstanding debts.
Further, the Company did not have a Debt Management Policy.

ln the circumstances, the accuracy and recoverability of trade and other receivables
balance of Kshs.7,634,240 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Matungulu Kangundo Water and Sewerage
Company Limited Management in accordance with ISSAI 130 on the Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.23,004,059 and Kshs.13,304,155 respectively,
resulting to underfunding of Kshs.9,699,904 or approximalely 42% of the budget.

The underfunding affected the implementation of the planned activities and programs and
may impact negatively on service delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
described in the Basis for Qualified Opinion section, I have determined that there are no
other key audit matters to communicate in my report.

Other lnformation

The Management is responsible for the Other lnformation set out on pages iii to xix which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,
Chairman's Statement, Report of the Managing Director, Statement of Performance
Against Predetermined Objectives, Corporate Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of the
Directors and Statement of Directors Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Company's financial statements, my responsibility is
to read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistentwith the financial statements or my knowledge obtained in the audit

Report of the Auditor-General on Matungulu Kangundo Water and Sewerage Company Limited for the year ended
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or otherwise appears to be materially misstated. If based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

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
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

1. Non-Revenue Water

The statement of profit or loss and other comprehensive income and as disclosed in
Note 5 to the financial statements reflect operating revenue from water sales of
Kshs.13,102,875. Review of records provided for audit revealed that the Company
produced a total of 154,623 cubic meters (M3) of water. However, only 93,133 cubic
meters were billed to customers. The balance of 61,490 cubic meters, which is
approximately 40% of the total water produced represents Non-Revenue Water (NRW)
which is above the 25% limit prescribed by Water Services Regulatory Board
Guidelines,2018.

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

2. Delayed Board Appointment and Composition of the Board

Review of records revealed that the previous Board of Directors' term elapsed in
September, 2024 and the positions have since remained vacant more than one year later
as at the time of audit on 13 November,2025. Although Management explained that effort
has been put to appoint the Board of Directors, the County Government of Machakos is
yet to complete the process. As a result, there was lack of formulation of new Company
policies, procedures and execution of the functions of the Board since September,2024,
contrary to Section 79(1) of the Water Act, 2016 which stipulates that a water services
provider shall have a Board of Directors.

ln the circumstances, Management was in breach of law and the Company did not benefit
from the oversight role and strategic direction from the Board.

Report of the Auditor-General on Malungulu Kangundo llaler and Sewerage Company Limited for the year ended
30 June, 2025
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3. Delayed Project lmplementation

The statement of financial position reflects property, plant and equipment balance of
Kshs.19,665,378 which as disclosed in Note 14 to the financial statements includes
Kshs.5,769,997 in respect to work in progress . The Company signed a contract for pipe
laying, construction of two (2) water kiosks, refurbishment of masonry tank and
rehabilitation of pump house in Kangundo and Syanthi area at a contract sum of
Kshs.11,195,650 on 2 November,2022. The company incurred an expenditure of
Kshs.5,769,997 for certified works as at 30 June, 2025 with an initial contract period of
one year from the date of signing the contract. The contract period was severally extended
with the last extension being fromT May,2025 to 6 November,2025. However, review of
the records revealed that despite the several contract period extensions, the project was
still on going and the contractor was on site. Management attributed the delay in project
implementation to delayed funds disbursement, approval of variations, KENHA approval
and NEMA license which impacted on the scheduled completion timelines.

ln the circumstances, the delayed funding and prolonged timelines pose the risk of cost
escalation and potential deviations from the original project scope.

4. Unauthorized Borrowing of Customers' Deposits

The statement of financial position and as disclosed in Note 20(a) to the financial
statements reflect customers' deposits balance of Kshs.5,142,920 while the deposit bank
account reflects a balance of Kshs.200,605 resulting to a variance of Kshs.4,942,315.
Although, Management explained that the difference of Kshs.4,942,315 was utilized for
operations, the approval of the Board was not provided for audit review. ln addition, the
amount had not been refunded to the deposits account as at 30 June, 2025. This is
contrary to Section 149(1)of the Public Finance ManagementAcl,2012 which stipulates
that an Accounting Officer is accountable to the County Assembly for ensuring that the
resources of the entity for which the officer is designated are used in a way that is laMul
and authorized, effective, efficient, economical and transparent.

ln the circumstances, Management was in breach of the law and the Company's ability
to refund the customers'deposits as and when demanded could not be confirmed.

5. Non-Remittance of Statutory Deductions

The statement of financial position and as disclosed in Note 20(b) to the financial
statements reflect trade and other payables balance of Kshs.16,261,686. Review of the
creditors' ledgers and schedules revealed that the balance includes Kshs.3,434,983 and
Kshs.985,507 in respect to WASREB (Regulatory Levy) and Water Resources
Management Authority fees respectively. However, the Company had not remitted the
dues to the respective lnstitutions. This is contrary to Regulation 22(2)(a) of the Public
Finance Management (County Governments) Regulations, 2015, which require
Accounting Officers to comply with any tax, levy, duty, pension, commitments and audit
commitments as may be provided for by legislation.

Report of the Auditor-General on Matungulu Kangundo ll/oler and Sewerage Company Limited for the year ended
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The significant outstanding balances pose a risk of incurring nugatory expenditure
through interest and penalties that could arise from failure to settle the amounts owed to
the respective lnstitutions.

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

6. Non-Compliance with Ethnic Composition Thresholds

As previously reported, review of staff records revealed that the Company had a total of
twelve (12) employees who are all from the dominant ethnic community in the County.
This is contrary to Section 7(1) and (2) of the National Cohesion and lntegration Act, 2008
which states that, "all public offices shall seek to represent the diversity of the people of
Kenya in the employment of staff and that no public lnstitution shall have more than one-
third of its staff establishment from the same ethnic community".

ln the circumstances, Management was in breach of law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

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

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

Report of the Auditor-General on Matungulu Kangundo llater and Sewerage Company Limited for the year ended
30 June, 2025
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ii. The information given in the Directors' report on pages ix to x is consistent with the
financial statements; and

iii. The auditable part of the Directors'remuneration report on pages 1 and 12 have
been properly prepared in accordance with the Companies Act, 2015.

Basis for Conclusion

The Companies Act, 2015 requires that I report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Company's compliance with laws and regulations. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of the Management and Board of Directors

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

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

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

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

an effective way.

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the

Report of the Auditor-General on Matungulu Kangundo ll/ater and Sewerage Company Limited for the year ended
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lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oaqkenya.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCP v CBS

02 December,2O25

Report of the Auditor-General on Matungulu Kangundo Water and Sewerage Company Limited for the year ended
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MATUNGULU KANGLTNDO WATER AND SEWERAGE COMPANY LIMITED
Annual Reports and Financial Statements
For the year ended June 30,2025

14. Statement of Profit or Loss and Other comprehensive income For the year ended 30 June 2025

2024/ 2025 2023t2021

Note Kshs Kshs

Revenue

Operating Revenuc

Other Incomes

Crants I ncome-County Government

Total Revenue

Expenses

Cost of Sales

Statf Costs

Ceneral and Operation Expenses

Board Expenses

Maintenance Expenscs

Depreciation Expenses

Total expenses

Profit before Taxation

'Iaxation

ProtlVLoss after tax lbr the year

5

6

7

13. r02.875

201,280

1.003.400

14.307.s55

61E,985

5,263,521

9, 19E,575

20,000

1,844,3 l5

1.367 .725

l83l3.r2l

qJs5.565)

Gpg5E05l

r 3.507.504

995.600

14.503.104

2,006.0EE

5, 1 38,41 7

7 ,56t,278

160, I E2

899,772

| .473.360

t7.239.097

(2.735.9931

(ZJJsJ2J)

8

9

l0

ll

t2

l3

22
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MATUNGULU KANGUNDO WATER AND SEWERAGE COMPANY LIMITED
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15. Statement of financial position as at 30 June 2025

Note

ASSETS
Non-current assets
Property. Plant and Equipment
Total Non-Current Assets

1.1

Current assets
Inventories
Trade and other receivables
Cash and Bank balances
Total Current Assets

l5
l6(a)
t7

2024t 2025

K shs

2023/2021

Kshs

20.469.4 l2
20.169.112

t.964.120
8.5 I l.-j:j3
I.78t).37It

r 2.258.606

Total assets

EQt-rtTY AND LtABTLtTtES

Capital and Reserve
Share capital
Capital Reserves
Retained earnings

Capital &Reserves
Current liabilities
Customer Deposits
Trade and other pal ables
Total Current Liabiliti€s
l'otal equity and liabilities

20(a)
20(b)

t9.665.378
r 9.665.378

1,799,260
9.534.443
t.224.046

t2.557.749

40
34,368,49 I

(23.550.010 )

10.8 r 8,52 I

5.1.12.920
16.26 r .686
21.401.606

nelel_

40
34,368,.19 r

( t9.544.444\

| {.82{.08i

4.954.920
I 2.949.0 t0
17.903.930
nJ28p11

Chairman ol'the Boarcl

342tt21 32J2!!Jt

l8

t9

Managing D

Nu,.k..

Sign

ircctor

log**V\*\,' Mgrmo

!lhp- Nu, i*op(

2

Head of Finance
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16, Statement ofchanges in equily For the Year Ended 30 June 2025

Share CaPital reserves Retaining
CaPital earnings
Kshs

40

:-
40

40

Kshs

3.1.368.491

:-
34.368.49 r

3{,368,{91

Kshs

( 16.568,45 l )
(240,000)
(2.735.993\

(l9.544.4441

( l9,s{4,444 )

(1.005,566)

GlEsqp.!-ql

Total

Kshs

r 7,E00.080
(240,000)

(2.735.993\

14.824.087

14,824,0E7

(.1.005.566)

.l-q0!EJ2j

Balance as al July l. 2023
Prior Ycar adjustment
Loss tbr thc year

Balance as at June 30,2024

Balance as at Julyt,2024

Prolit tirr thc y car

Balance as at June 30' 2025 _!!_ l4J$r,!91

3



17. Statement of cash flows for the year ended 30 June 2025

CASH FLOW FROM OPERATING ACTIVITIES
Receipts

(l cratin llcvenuc
| (irants lncome-Count Government Machakos

Other lncomes
Customer D sits
Total Recei ts

Pa cn ts

StafT Costs
Board Er cnses
Cieneral and O ation Ex n scs

Maintenance Ex enses

Cost of Sales

Net Cash from O ratin A ctiv iti es

CASHFLOW FROI\I INVESTING ACTIV ITIES
Purchase ol'Property. Plant and Equipment

Net Cash Used in Investin A ct iv ities

CASHFLOW FROM FIN ANCING ACTIVITIES
Net Cash from(used) in financing Activities

I ncrease( Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at the beginning ofthe year

Cash and Cash Equivalents nt the End ofthe year

4

No(e 2025-2021 2021-2023
l,.shs Kshs

I 3. t02.875 1 i.507.501
995.6(X)

20 r .280
340.50r) 2 82.00r)

13,6.1{,655 l .1.785. t 0J

1.260. l2 r

20,000 r60. I 82
6.8 93.8 74 7.561.278
1.8.1.1.:r I5 899.772

Relund of Customer de its
6 r 8.985 2.006.088

Total Pa mcnts t 3,637,295 I {.{69.972
7,360 3 r 5,132

(563.692) (2 r 9,900)
(s63,692) (2 r 9.900)

(ss6.332 ) 99.021

r.780.378 | ,681 .35{

t,221.016 l,780,378

MATUNGULU KANGUNDO WATER AND SEWERAGE COMPANY LIMITED
Annual Reports and Financial Statements
For the year ended June 30 2025
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NIAl'T N(;III,I.J I(AN(;I.JNI)O WA'I'I'R AND SI.]WEITACI], COMPANY I,IMII'III)
.,\rrnull llcports lurl ['in:rncial Slirtcnlenls
I.or thc yelr cntletl ,Junc 30 2025

19. Notes to thc lin:rncial st:lterncnts

(lertrral inlbrrtrrtion
Mutunsulu Kangundo Wator and Soverage Conrpany l.td is cstablished by and derives its aulhority and

.rccountability liorn the watcr Acl of 2016.'fhe Company is wholly owncd by the Machakos County Governtnent

and is dorniciled in Kcnya.'l'hc Cornpany's principal activity is Provision of water and sanitation Services.

l;or Kcnl'an Cornpanres Act rcporting purposes, the balancc sheet is represcnted by thc statenlent of llnancial

position and thc profit and loss account by lhe statL'rnent of prolit or loss and othcr complehcnsivc income in thcsc'

linurrci.rl 5tilt(nrcnls.

Sl:llcrncnt of cr.rru;lliarrce and basis of prcparalion
'fhc llrrancial statcnrcnts have been preparcd on a historical cost basis except lbr the measurement at rc-valucd

irnlounts ol'ccrtain itcnrs olpropeny, plant and cquipment, tnarketable securities and financial instruments at fair

value. intpuiled assets at llrcir estimated rccoverable amounts and actuarially determined liabilities at their prescnt

valuc. 'lhe prcparation ol' Ilnancial statclncnts in conformity rvith Intcnrational Financial Rcporting Standards

{ll;llS) allorvs the usc ol'cstinratcs and assunrptions. lt also r!-quircs rnanagcrncnl to cxercisc judgnrent in thc

proccss of appl5,ing thc Conrpanl,'s accounting policies.'lhc areas involving a highcr dcgree ofjudgmcnt or

cornplcxitl. or rvhcre assumptions and estinrates are significant to lhe llnancial statements, are disclosed in Notes.

l'hc llnancial stiltslnents have bccn prcpared and presentcd in Kcnya Shillings, rvhich is the functional and

rcpolting currenc) ol thc Conrpany.'['he figures arc roundcd to thc ncarcst Kenyan shilling.

I'he llnancial slatcrrcrlts have bccn prcpared in accordance rvith thc I)l;M Act, the State Corporations nct, Watcr

,\ct l0l6 arrd thc Cornparry's Act and Intcrna(ional Irinancial l{eporting Standards (IFRS). 'l'he accounting

policics adopted havc bcen consistently applied to all the ycars presented.

6
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leas l2 months aftcr the

st anJafteron or uaryto annual bcginningThe pcriodsamendmcnts. applicable
thenonas -currentabiaclassiSIA fortn itylari criteriona Bingfy

for aiaboement th€fsenldefernthe tytohaveloanforuirement ghrentitvreq

Amcndmcnts to IAS I titlcd C
of Liabililies as Current or Non<urrent
(issucd in JanuarY 2020, amcndcd in

lassification

October 2022
Jstafieon or anuaryodscab toe annual beginn tngThe peflamendmenL app

fromanscsiabi irimeasure ease ngtoIesseeseller-a uentlysubseqrequlres
oss.ortntheofamountnotdocsitthatalnlcascbacka

Amendment to IFRS I 6

LiEbility in a Sale and Leaseback (issued

2022tn

titled Lease

Thc amcndmcnts sPcciry:
i. when a financial liability settled using an electronic payment system can be

dccrncd to bc dischargcd bcfore thc scttlcrncnt date'

ii. how to asscss thc contractual cash flow characteristics of financial asscts

with contingcnt fcatures whcn thc naturc of the contingent event docs not

relate directly to chonges in basic lending risks and costs; and

iii. ncw o, 
"rn"nd"d 

disclosurt requircrnents relating to investments in equity

instruments designated at fair value through other comprehensive income

and financial insruments with cofltingent features that do nol relate directly

to basic lcnd risks and costs.

Amcndmcnts to the Clsssi
Mersurement of Financial lnsuments
Amqrdments to IFRS 9 and IFRS 7

fication and

3. Appllcetlon of Ncw lnd Revised Intcrnetional Financial Reportlng Strnderds (IFRS)

New and ancadcd stendafds and lntetprcrrrbns ln brc efrccltve ln the year ended 30 Jtne 2025

(flt Dirrcton lsYe asseid tte oppl;cable stondards atd amendmenls. Based on thcir ossessmenl of impact of applicotion of

the abow, ttpy b wl eaPect ot Erc will be a significat impacl on c comparry's frutrial statemenls. Or tle following has

becn assessed lo be significanl for lhe compatry and hos been addressed as follows... )

u. New and anunded slaadatds and inlerprctatlons ln lssue but not yel ellccttw la lhe year ended 30 June 2025

Thc Directors do not plan to apply any of the above until they become effective. Based on their assessment of the potential

impacr of apptication of O" u[lr", they do not exp€ct that iherc will bc a significant impact on the company's financial

statements.

,.

7

The ne* standard is effective for
annual pcriods bcginning on or after

January l, 2027. Earlier application is
p€rmittcd.

thc prcseniation and disclo$rc of information in

gcncral purpos€ financial statements (financial

statemcnts) to help ensurc they provide relevant

information drat faithfully represcns an entity's assets'

The objective oflFRS l8 is to sct out requirements for

income andliabil

Disclozure in Financial
statcmcnts

IFRS l8 Prescntation and

An entity may elect to aPPIY this

Standard for rePorting Periods
beginning on or after I

January202T.Earlier application is

permitted.

Disclosures IFRS I 9 Subsidiaries without Public

Accounubility: Disclosures was issued in May 2024'

IFRS 19 pcrmits some subsidisries to apply IFRS

Accounting Standards with rcduced disclosure

rcquircmcnts. Thcsc cntities apply thc rcquircrncnts in

other IFRS Accounting Srandards except for their

Subsidiaries without Public Accountability

Fcquircmcnts, Inscad, thcsc cntities apply

the requ ir€ments in IFRS l9
disclosurc

IFRS I9IFRS 19

without
Accountability

Subsidiaries
Public

DescriptiolrThlc

2024,

2024.

Title D6criptio! Effcctive DNte



MATUNGULU KANGUNDO WATER AND SEWERAGE COMPANY LIMITED
Annual Reports and Financial Statements
For the year ended June 30 2025

(iii) Earl.," adoption of Standsrds

'fhr,. cntitl'did not early-adopt an) new or amended standards in year under rcvie$..

4. Summery of Significant Accounting Policies
The principle accounting policies adopted in the preparation ofthese financial statements are set out below:

a) Revenue recognition
Revenue is measured based on the consideration to which the entity expects to be entitled in a oontracl with a cuskr it,ir

and exr:ludcs anlounts collected on behalf oi third parties. The entity recognizes revenue when it transt'ers control rf a

product or service lo a customcr.

i. Revenue from the sale of goods and services is recognized in the year in uhich the Compan; dul..ers
products/scrviccs tc) the customcr, the customer has acceptcd the products/sen ices and collectability olthe te.r.tEd
receivablcs is reasonablv assured.

ll. Grants from the National Government are recognized in the year in which the Company actually rcccivc:j .. l(.h

grtnts. Rccurrcnt grants are recognized in the statem€nt of comprehensive income. Development/capital gratrt i arc

recogtrized in thc statcment of linancial position and realised in the statement of comprehensive income o\ e tlic

usetll lil'e of'thc asscts that has been acquired using such t'unds.

Finance income comprises interest receivable liom bank deposits and investment in securities, and is recogr. zed

in prolit or loss on a timc proportion basis using the elfective interest ratc method.

Dividend income is recognized in the income statement in the year in which the right to receive the payn er t is

established.

Rental incone is rccognized in the income statcment as it accrucs using the etlective intcrest implicit in ,, asc

agrcements

Other income is recognized as it accrues.

lll

b) ln-KindContributions
ln-kind contributions are donations that are made to the Company in the lbrm of actual goods and/or serviccs rr n:l

than in monev or cash terms. These donations may include vehicles, equipment, utilities or personncl services. Wleic

the llnancial valuc received tbr in-kind contributions can be reliably determined. the Company includes such vah,, in

thc statcmcnt ol comprehensil e income both as revenue and as an expense in equal and opposite amountsi othcr\\ ise.

the contribution is not recorded but disclosed.

Notes to the Financial Statements (Continued)

c) Property, plant and equipment
All categorics ol'propcrt). plant and equipment are initially recorded at cost less acsumulated depreciation lnd

impairment krsses.

Certain categorics ol'propcrt)'. plant and equipment are subsequenth carried at re-r'alucd amounts. being their l'rir r hrt

at thc date of rc-r,aluation lcss any subsequent accumulatcd depreciation and impairment losses. Where rc-n1casur.i,r enl

at re-valued amounts is desired, all items in an asset category are re-valued through periodic valuations carried ot, bv

independent cxternal valuers.

t\

vt.
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lncrcascs in the carrying amounts of assets arising liom re-valuation are credited to othcr comprehensive ino()me.

Decreases that oli'sct previous increases in the carrying arnount of the same asset are charged against th€ reval.rc:i(,n

r€s€n,e account; all other decrcases are charged to profit or loss in the income statcment. Gains and losses on disp;sal

of items of property, plant and equipment are determined by comparing the proceeds from the disposal rvith trr,: nel

carrying amount ol'the items. and are recognized in profit or loss in the income statement.

d) Depreciation of property, plant and equipment
Freehold land and capital rvork in progress are not depreciated. Capital work in progress relates mainly to the cost; ol
ongoing but incomplete works on buildings and other civil works and installations.

Deprcciation on propert),. plant and equipment is recognized in the incomc statcmcnt on a rcduoing basis. The irr:r,ual

rates in usc are:

Plant and Machinery 12.5%
Computers and relatcd Equipmcnt's 30o/o

Furniture. Fittings and Pipeline 12.5o/o

Moturbikes 25%
Billing Software 20o/o

Buildings 2.5%
A l'ull year's depreciation charge is recognized both in the year ofasset purchase and in the year ofasset disposal.

d) Intangible assets

Intangible assets rvith linite useful lives that are acquired separately are carried at cost less accumulated amortizl.ion

and accumulatcd impairment losses. Amortization is recognized on a straight-line basis over their estimated useful l:ves

The cstimated usetul litt and amortization method are reviewed at the end of each reporting period, rvith the ef,'ect ol

any changes in estimate being accounted for on a prospective basis. Intangible assets with indetinite uset'ul Iivet; tha' a.'t

acquired separately are carried at cost less accumulated impairment losses.

e) Amortization and impairment of intangiblc assets

Amo(ization is calculated on the straight-lin€ basis over the estimated useful life of the intangible asset. AII inta rg:bli

assets are revieu'ed annually lbr impairment. Where the carrying amount ofan intangible asset is assesscd as grcftcr

than its estimated recoverable amount, an impairment loss is recognized so that the asset is written down immedla,el"'ur

its estimated recoverable amount.

l) lnventories .:
lnventorics are stated at the lower of cost and net realizable value. The cost of inventories comprises purchase price.
transportation and handling charges, and is determined on the moving average prioe method.

g) Trade and Olher receivables
Trade and other receivables are recognized at fair values less allowances for any uncollectable amounts. Thess a:t
assessed fbr impairmcnt on a continuing basis. An estimate is made of doubtl'ul reccivablcs based on a review r,. ttll
outstanding amounts at the year end.
Provision ofdoubttul debts is at l% ofthe outstanding debtors at the end ofthe year.

9



a

I,IATUNGULU KANGUNDO WATER AND SEWERAGE COMPANY LIMITED
\nnual Reports and Financial Statements
ior the year ended June 30 2025

h) Taxation
Current income tax assets and liabilities lbr the current and prior periods are measured at the amount e\pected to bc
recovered from or paid to the tax authorities. The tax rates and tax laws used to compute the amount are those that arc
enacted or substantially enacted as at the reporting date. Current income tax relating to items recognized directly in equity is

recognized in equity and not in the income statement.

i) Cash and Cash equivalents
Cash and cash equivalents comprise cash on hand and oash at bank. Cash at Bank comprise amounts hcld at Kcnl'a
commcrcial bank at the end of the tinancial year. For the purposes of the tlnancial statements. cash and cash cquir alcnts
also include short tcrm cash imp rests and advances to authorized public otlicers rvhich rvcre surrendcrcd rrr accountcd
fbr at the end of thc financial year.

j) Trade and other payables
Trade and other payables are measured at the fair value of contractual value of the consideration kr be paid in futurc in
respect ofgoods and services supplied, rvhether billed to the entity or not, less any payments made to thc suppliers.

k) Subsequent events
There have becn no evcnts subsequent to the financial year end with a signiticant impact on the t'inancial statements li)r
the year ended June 30, 2025

l) Comperative Figures
Where necessary comparative figures tbr the previous financial year have been amended or reconfigured to confbrm to

the required changes in presentation

m) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on call and highly liquid

investments with an original maturity of three months or less. which are rcadily convcrtiblc to known amounts ol'

cash and arc subject to insigniticanl risk of changes in value. Bank account balances includc amounts held at various

Commercial Banks at the end ofthe reporting period. For the purposes ofthese linancial statements. cash and cash

equivalents also include short term cash impress and advances to authorized public ol'licers and/or institutions rvhich

were not surrendered or accounted for at the end of the financial year.

n) Budget information

The original budget lbr FY 2025-2024 was approved by the Board <.rf Directors on 25th August 2025. Subsequent

revisions or additional appropriations were made to the approved budget in accordance with specitlc approvals liom

the appropriate authorities. The additional appropriations are added to the original budget by the entitl- upon recciving

the respective approvals in order to conclude the final budget. Accordingly, the Company recorded additional

appropriations on the 2025-2024 budgets following the governing body's approval. The Companl's budgct is

prepared on a different basis to the actual income and expenditure disclosed in the tinancial statemcnts. The tlnancial

statements are prepared on accrual basis using a classitication based on the nature of expenses in thc statemcnt of

financial performance, whereas the budget is prepared on a cash basis. The amounts in the financial statcmcnts \r,ere

recast from the accrual basis to the cash basis and reclassified by presentation to be on thc same basis as the approvcd

budget. A comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is thcn

presented in the statement of comparison of budget and actual amounts. In addition to the Basis dit'lerence.

10
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adiustments to amounts in the llnancial statements are also made for dillerences in the tbrmats and classill cuj l('n
schemes adopted tbr the presentation of the financial statements and the approved buriget. A statement to reconoiie
the actual amounts on a comparable basis included in the statement ofcomparison of budget and actual amounts ,-rnd

thc actual as per thc statement of Comprehensive income has been presented under page I of these tinan..rial

statemcnts.

4. REVENUE
Cross water sales
Connection lLcs

5. OTHER INCOMES

Weslon Contractors

o. Grants from County Government

Salaries lbr secondcd stat]'
Kangundo \vatcr project (Vat componcnt)

7. COST OF SALES

Opening Stock
Purchases
Cost of Goods Available for Salc
Closing Stock

2024/2025
Kshs

12,953,E75
149.000

13.102.875

2024t202s
Kshs

2{)1.280
20t.2 80

2023t2024
ksh s

13.349,454
15E.050

13.507.504

2023t2021
kshs

2023t2024
kshs

995.600

995.600

2023t2024
kshs

2,056.070
1.914.138
3.970.208

( 1.964.120)
2.006.008

2024t202s
Kshs

t,003,40c)

r.003.400

2024t2025
kshs

t,964,t20
454.125

2,4t8,245
( 1.799.260)

6 t8. 9{15

8. STA FF COSI'S

Salaries and allowances of permanent employees
Salaries lbr Sec<.rnded stal'f
Wages <lf temporary employees
Stat'f Weltbre
Nssf Company

9. General and Operatir.rns Expenses

Water Agcnts commission
Consultancy Fces
Billing Expenses
Advertisement
Staff unilbrm
Ol]ice tea &cleaning
Provision tbr audit

2024t2025
Kshs

3,406.770
I,003,400

563,275
100,700

r E9.3 76

__5.263S2!

2021/2025
Kshs

470,710

144,000
40,000

3,850
6,244

23 2.000

20?3n024
kshs

3,130,293
995,600
860,600

l5 1.924

5JIIJU

2023t2024
kshs

lQ1 )) i
60,657

4,400
9,23t

116.000

11
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50.000
9.198.575

217.45\)
609.806
187.500
36,6 t 8

4.432.147

487.225

5(r.900

25.000
7 .56t.278

9s,000
15,300

206,200
156.998

1.04 I .82 I

tr.5 l9
20 1,450
60t,427
225,600

40,703
5.655,754

6.450
14.880

t24.760
86.239

5 88.793

10. Board Expenses
Chairman Honoraria
Board Sitting allowances
Travel and Accommodation
Board Other Expenses

Total Board Expenses

I l. Maintenance Erpenses

llepair and Maintcnancc

12. Depreciation and Amortization Expenses

Depreciation on PPE

l4 PROPERTY. PLANT AND EQUIPMENT(kshs)

)epreciation
'Dtes

rl:st

\s at July I,
toz4

2024t2025
kshs

20.000

20.000

z0z1t2025
Kshs

I .84.1.-t l5
r.84{.31 5

2024t202s
Kshs
l 367 .775

| .367 .725

2023/2021
kshs

142.852
I 5.000
2.i 30

160. r E2

2023tz0z1
hshs

899.77 2

899.712

2023t2024
kshs

t.473.360

| .+ /-i.-rOl,

TolalLand

Buildings
(Water
kiosk)

Borehole
Equipment

Furnitu r
e.

fittings
& piping

I\l oto r
Bikes

Com put
ers &

a ccesso
ries

Work in
Progress

2,50/o l2.So/o t2.1yo 25"/o 30"/"

kshs kshs kshs Kshs kshs kshs

2.3 50,000 3 ,204,448 10,669.848
19,609. I

94 23 2.000 563.794

5.769.997

42. I 79..18 I

493,692 563.692\ lditions

72

IT expenses
Newspapers &Periodicals
Postage. Telephone & Internet
Printing &Stationeries
Travelling &Accommodation
Increase in Provision tbr Doubtf'ul debts
Rent
Lease fee

Running Expenses
Bank charges
Electricity &Watcr
Legal Expenses

Public Participation expcnses

Chemicals& Watcr Testing



1? 961 .97 .)

1,367 125

23 9) E25__

20,459,4 t.2

19,,,6:i,J? 8

I5. INVENTORIES

Consunrabies

l6 (tr) TRADE AND OTHER RECEMBLES

'l'rade l{r:ccivables (Note l6b)
I)repa) mcnts (Rent dcposit)

Vat Asset
Salary advance

Provision for bad and doubtful debts

l6 (b) Trarle Receivrrbles

Gross Trade receivables
Prov ision lbr Doubtt'ul debts
Net tradc receivables

Debtors aeins snalvsis
0---30 Days
30---60 Days
6{J---90 Days

90--- I 20 Days
Above 120 Days

Gross trade Receivables

ii) Increase/Decrease in Provision lbr bad and Doubtt'ul debts

l7 Bank and Cash Balances

2024n025
Kshs

I .799.260
1.799.260

2024t2025
Kshs

9.304,679
16,000

306.81 l

-93.0.+ 7

__2tllJlt_

2024t2025
Kshs

9.i04,679
(93.0.17t

9,21t,632

899,959
460,94s

?()o <?(

t.249,442
6.384.798

9.30{.679

2023t2024
Kshs

I .964. 120

I .96'l.l 20

2023t2024
Kshs

2023t2024
Ksh s

8, r 50.050
(81.528)

8.068.s22

I,685.945
2t3,444
537.037

I,750,520
3.963.104

8, r 50.050

70,000

As at June 30,
2025 2,3 50,000 3,204,448 I I, t 63,540

t 9,609,1
94 232,000 633,794

5.769.997

Accunrulaletl Depreciation
As at July
t.2024 340,256 7,868,544

I 3,092,8
83 200,49t 427 .696

Annual
deprecialion 7 1,605 4 l 1,875 814,539 7 ,877 61,829.4

,l l l 861 8,280,4t9
13,907,4
)) 208,368 .189.525

.\s rl Junc
30. 2025

\Bv

2.3 s0.000 2.864.t92 2.801.304
6,516,31
I

3 I,509 t 36,098 5,769,997As at J une 30,
202+
As at J unc 30,
2025

2,3s0,000 2,792,587 2,883,t22 5,70t,77
2

23,632 t 41,269 5,769,997

13
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21.92! .87 )

8. 150.050
16.000

306.8 r r

120.000
-81,528

!.5llJlJ_

I
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202il2025
Kshs

2023t2021

Kshs

t.221,046 r .780.-i 78

r.22{.046 t,7tt0,378

ash at bank
,lash in hand

Detailed analvsis of the cash and cash equivalents

(-ttrrcnl arcorr nl

Kenya Commercial bank-Matungulu

Kenya Comme rcial bank-Matungulu

Kcnya Commercial bank-Matungulu

Grand total

\otes to the Financial Statements (Continued)

I8 ORDINARY SHARE CAPITAL
Authorized:
5000 ordinary shares ol kshs 20 par value each
Issued and fully paid:
2 ordinar,v- shales of kshs 20 par value cach

I9 RETAINED EARNINGS

Balance as at July 2024
Previous year adjustment (Billing Softr.vare)
Profit for the year

20 (a)REFUNDABLE DEPOSITS

Customer Deposits

2024t202s

kshs

100.000

,10

2023n024

ksh s

100.000

40

2024t2025
Kshs

( r9.5,+.+.41{)

(.1.005.566 )

(23.550.010)

2021/202s
Kshs

5.1.12.920

2024/2025
kshs

2023t2021
kshs

( 16.568.45 I )

( 2.10.000 )

(2.735.993 )

02nllllll

2023t2021
kshs

,l.e 5.1.920

2023t2024
kshs

2024t2025

Kshs

202312021

l(shs

t 107331072 267.618 t6 1.022

ll07l847l r 2 00.(r 06 1159.()70

I 297 1386 I 9 75 5.823 759.-i87

r.22{.0.16 I,780,378

20 (b) TRADE AND OTTIER PAYABLES

74
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Under one year 2024/2025

Kshs

o/o x\x

t,lndcr one vr'ar 3,825.724 24o/o t.732.079

l-2 ycars t,329,030 8% 798.3 65

2-3 1'ears t,319,t27 E% 1,292.t25

Over 3 vears 9,787,805 60o/o 9, 126,44 I

'l 0ttll 16,26 r,686 12,9{9,0 I 0

Trade Payables
Accrucd Expcns€s

Aging Analysis for Trade and other Payables

2l Notes to The Statement ofCash Flows

a) Reconciliation ofoperating Profit(loss) to cash used in operations

Operating Prolit
Depreciation
Operating profit before working crpital changes

Decrease in inventorics
Increase in trade receivables
Increase in trade and othcr payables
Cash gcnerated liom operations

b) Analvsis ofcash and cash equivalents

Cash at bank
Cash in hand

15,71t ,276 t2,559,96 t
3 89.049

12.949.010
20.4 l0

r 6.261 .686

2024t2025
Kshs

J

Yo

l3o/o

I

I

I

I

-l

6",i

luoh

7t%

100"1,

I

-.1

2024/202s
Kshs

|,224.046

(4,00s.566 )

t.367 .725
(2,637,E41)

164,860
( 1.023.1 lo)

3.312.67 6
7.360

2023 t2024
kshs

(2.735.993)
t .473.360
t,262,633

91, t50
(82,000)

t.246.367
3 t5.132

2023n024
kshs

1,7E0.378

r.780.378

2023t2021
ksh s

,0{6

2024t2025
Kshs

22',t.\\,\'t't()\
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Net Surplus (Loss) as per the income statement
Depreciation
Provision for bad and doubtful debts

Wear and Tear allorvance
Taxable income

(4,005.566)
| ,367.725

93.047
(2.541.794\
( t.367.725\

(2.73s,9e3t
| ..{73.360

8 1.528
(1. t81.105)

( 1.473.360)

23 Notes to the Budget

I) Revenue
The shortfall in the revenue was caused due to low water production occasioned due to regular breakdorvns oI
the company's borehole at Kangundo. The breakdown was brought about by vantlalism.

ll) Administration Costs
The under absorption of administration costs was caused by lorv revenues which caused the companl, suspend
some of its projects.ie Billing software

24 FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of finanoial risks including credit and liquitiity risks.
The company's overall risk management program me focus on unpredictability of changes in business environment and
seeks to minimizc the potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
company does not hedge any risks and has in place policies to ensure that credit is only extended to cr.lstomers \\,ith an
established credit history.

The company's financial risk management objectives and policies are detailcd belou.:

Credit Risk
The entity has exposure to credit risk, which is the risk that a counter party \.!.ill be unable to pay amounts in
full rvhen due. Credit risk arises from cash and cash equivalents. and deposits banks. as well as tradc and other
receivables and available lbr sale llnancial investments.
Management assesses the credit quality of each customer, taking into account its financial position, past
experience and other t'actors. Individual risk limits are set based on internal or extcrnal asscssment irl
accordance rvith limits set by the directors. The amounts presentcd in the statemcnt oI tlnancial position are net
ofallowances for doubtful receivables, estimated by the company's management based on prior experienee
and their assessment ofthe current economic environment.
The carrying amount offinancial assets recorded in the financial statemcnts representing the cntity's maximum
exposure to credit risk without taking account ofthe value ofany collateral obtained is made up as lbllorvs:

Total
Amount(Kshs)

Fully Performing
(Kshs)

Past Due( kshs ) Impaired(Kshs)

At 30 June 2025
Receivables from
Exchange
Transactions

9,304,679 1,670,439 7.634.240 9 3.0.17

Bank Balances t,224,046 t,224,046
Total 10,528,72s 2,894,48s 7.634.240 93.041

16
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II. Interest rate risk
Intcrest rate risk is the risk that the entity's financial condition may be adversely alTected as a result of ohangcs in
intercst rate levels. The company's interest rate risk arises from bank deposits. This exposes the company to cash
tlow interest rate risk. The interest rate risk exposure arises mainly from interest rate movements on the comparry's
deposits.
Management of interest rate risk
To manage the interest rate risk, the management has endeavored to bank with institutions that offer favor ble
intercst rates.

25 I\('ORPORA'TION

'l hc Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya

26 EVENTS AFTER THE REPORTING PERIOD
lhcrc rvcrc rro nratcrial arljusting lrrd non- adjusting cvents a{ler the reporting pcriotl

27 RELATED PARTY DISCLOSI.IRES

County Government of Machakos
The company is a rvholly owned entity by the County Government of Machakos. The representation oi the
county in the entity has been attained by the County Executive Committee member taking one share anrl the
ChielOftlcer in charge of water issues taking one share lbr a value ofkshs 20 tbr per share.

No. o h a Total Valuc
CEC MEIVIBER
CI-IIEF OFFICER

cfesfS
I

1
2

20.00
20.00

20.00
20.00

ll

llt

40.00
Water Resources Authority
Watcr Resources Authority (WRA) is in charge of watcr catchment areas and licenses the company to ahstiact
rvater. The company is entitled to pay 50 cents for every I cubic ofwater abstracted.

2024/2023 2023n024
Kshs Krh.

Water Abstraction Balance 985.506 9 18. 195

The board regulates the company's tariffs and water quality to ensure that they conform high quality standr, ds.
The company pays 4%o lease fee to the regulator.

2024n025 2023n024
Kshs Kshs

License F-ee Balance 3.434.9E3 3.010.868
3.434.983 3.010.868

17
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. 10. Appendices
\ endix l: Pro
Reference
\o. On
;he
External
aud it
Re ort
t.0

ress on follow u of auditor recommendations

30th.Iune 2026

Issue/Observations
from Auditor

Management
Comments

Status: (Resolved/
Not Resolved)

Timefram e: (Date
when Issue will be
resolved)

Unconfirmed
Plant,Property and
Equipment
The Statement of
financial position and
as disclosed in Note 14

to the financial
statements reflect
Property, Plant, and
Equipment balance of
Kshs.20,469,4'1 2 which
includes land valued at
Kshs.2,350,000 and
motor bikes valued at
Kshs.232,000.
However, title for the
land and log books for
the motor bikes were
not provided for audit
review.

ln addition, the balance
includes a Billing
System purchased at a
cost of Kshs.300,000 in

the previous financial
year. However, the
Company does not
have ownership
(exclusive or Source
Code) rights to the
System which was
included as an addition

Not yet Resolved

18

The Property, Plant
and Equipment

shown in the balance
sheet as non curuent

assets were handed

over to lhe company

from the town

council of Kangundo

during inception of
the company in the

year 2008.This

properties are held
by Tanathi water
works development

agency and need to

be transferred to
Machakos Counly
Governmenl v'ho in
turn need to transfer
them to the companv
in compliance with
section 84(l) ofthe
water Act 2016.

(Appendk I)

The management has

been making follow
ups to the county
Government of
Machakos to ensure

that the ossels are
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handed over to the

company with the

ownershiP titles once

the county
government is

handed over by

Tanathi waler worl<s

development

agency.(ApPendk 2)

On the issue of Log

books of the

molorbikes the

managemenl is

liasingwith the

county government

of Machakos (lltater

departmenl) to get

supporl onfollow uP

to get the log

boolu.(Appendix 3)

Further to this, the

monagement hus

amended the

rtnancial statements

to correct the billing
sofnvare recorded as

an asset instead of
an expense in the

opening

bulances.(ApPendLr4

)

Equipment resulting in

misstatement of the

opening balance.

ln the circumstances,
the accuracy,

completeness and

ownership of the

Property, Plant, and

Equipment balance of
Kshs.20,469,412 could

not be confirmed.

to PropertY, Plant, and

Resolvetl
The monogement

has omended the

finoncial stotements

to correct the error.

(Appendix 17)

Inaccuracies in
Retained Earnings
The statement of

financial position and

as disclosed in Note 19

to the financial

statements reflect

retained earnings

2.0

-_1
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balance of
Kshs.1 9,544,444.
However, a recast of
the amount as reflected
in Note 19 revealed a

balance of
Kshs.20,977,1 1 8

resulting in unexplained
variance of
Kshs.1 ,432,674.

ln the circumstances,
the accuracy and
completeness of
retained earnings
balance of
Kshs.19,544,444 could
not be confirmed.

Non Revenue Water
The statement of profit
or loss and other
comprehensive income
and as disclosed in

Note 5 to the financial
statements reflect
operating revenue from
water sales of
Kshs.1 3,507,504.
Records provided for
audit revealed that the
Company produced a
total of 135,678 cubic
meters (m3) of water.
However, only 93,224
cubic meters were
billed to customers.
The balance ot 42,454
cubic melers, which is
approximately 31o/o of
the total water
produced represents
the Non-Revenue

In the financial year
2023-2024 the

company

experienced water
losses through
vandalism.

commercial losses

due to dilapidated
pipes. The

management has

gradually been

replacing the old
syslem with new

pipes using HDPE
and PPR
Pipes.(Appendk 6)

Further lo this the

management is

working closely with
the critical
infrastructure
control unit (CIPU)

30th June 2026

20
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officers in charge of
infrastructure to
conlrol vandalism

und water theft.

(Appendk 7)

In addition the

monagement has

come up with an

investment plan

during tariff
implementation

which includes

pttrchase of cold
water meters to

replace

malfitnctioning
meters, Pttrchase of
Zonal nteters and

other relevanl
equipment's such as

Leak detectors and
pipe locators which

will assist to deal

with NRW water.
(Appendk E)

Finally,For the year

ended June 30 2024

lhe company

suppliedfree water

of 826M3 to Nzivu

fumilv( I 20Mi),Mbul
afamily(72M3) and

Kyamulendu primary
School (634M3) since

the boreholes have

been sunk on their
premises and as per
the agreement

reached with the

bourd of

Water (NR\A/) which is

over and above the
25% limit prescribed by

Water Services
Regulatory Board
Guidelines, 2018.

2t
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0

.0

directors.This
contributed to the

non revenue since i!
was nol
billed.(Appendk 9)

Failure to Observe
Ethnicity and People
with Disabilities Rule

Motungulu

Kongundo water and

Seweroge compony

is a small entity in

terms of revenue

ond has employed

Iourteen employees

from o staff
estoblishment of

forty eight

employees. As the

entity grows the

monogement sholl

endeavor to employ
personnel from the

different

communities to fill
vocont positions in

monogement os well

as in other lowet

codre

positions.(Appendix

10)

Rcsolved

Lack of Strategic
Plan.
eview of records and
operations revealed
that, the Company did
not have an approved
strategic plan. The
strategic plan enables
the Company to

The management has

developed a strategic
plan and the

docunent is at draft
level. The

managemenl expects

to forward the

slralegic plon to lhe

Pa rtially Resolved 30'h.Iune 2026
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J.0

activities and
programmes to county
lntegrated
Development plan.

ln the absence of a
strategic plan, the
Company lacks
direction guide on what
lo prioritize, resulting in
disorganization,
inconsistent
performance, poor use
of resources and time
management.

properly align its oard of directors
/or approval once
it's
complete .(Appendk
il)

D

OUTSTANDING
DEBTS

The Statement of
financial position and
as disclosed in Note 20
(b) to the financial
statements reflect trade
and other payables
balance of
Kshs.12,949,010,
which
includes Kshs.1 1 ,24.1 ,2
23 (or 87o/o of lolal
debt), being debts
which have been
outstanding for more
than 90 days.

LONG hs I 2,949,01 0
represenls tolal
debts owing to the
cctmpuny since its
incorporation. The
company has been

facing cashflow
challenges due to its
low revenue and as a
result unable to pay
its debts as theyfall
due. However lhe
management is
putting measures in
place to increase the
company's revenue
uncl improve its
collection eficiency
which will enable the
company to be liquid
enough to poy its
creditors.

To increose the

The ks ot Yet ResolvetlN _l
30rh ,lune 2027

.l
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1.0

company's revenue

lhe management has

requested to be

handed over high
yielding solar
powered boreholes

from lhe county

Government of
Machakos as lhis
will increase water
production and
enable the company
to meel its water
demand translating
to increased
revenue.(Appendk
t2)
In order to increase

revenue collection
efficiency the

management has

fitrmed a revenue

colleclion teant

headed by the

technical manager to
make afollow up of
all oulstanding

receivables.(Appendi

x l3).

Bnsis of Conclusion
1. LACK OF

INTERNAL
AUDIT
FUNCTION AND
AN AUDIT
COMMITTEE

Review of the
Company's records
and operations
revealed that an

The management is

liaising with the

counly Government
of Machakos to

share its audit

"function. (Appendix
1s)

Resolved

24
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1.0 li as is ol' Conclusion
2. Lack of

Disaster
Recovery Plan

Review of the lT internal
control systems the
revealed that the
Company did not have
an approved disaster
recovery plan/ business
continuity plan contrary
to Section 158 (b) (1) of
the Public Finance
lVlanagement (County

Governments)
Regulations, 2015
which stipulates that the
role of a disaster
recovery plan is to
secure the County
Government entity
ability to meet its

obligations to provide

basic services or its

financial commitments,
identify the financial
problems and be

designed to place the

25

a

there was no

independent assurance
on the effectiveness of
the Company's risk
management,
governance and

internal controls.

ln the circumstances,
internal controls are weak
and Management did not
get assurance on

effectiveness of its
operations.

30tl'Junc 2026Partially IlcsolvedThe management has

lo developed a risk
and disaster policy

manual awaiting lo
be approved by the

board ofdirectors.
.(Appendix l6)

(
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l;or lhc vcur cn(le(l Junc 30 2025

entity in a sound and

sustainable financial
condition as quickly as
possible in case of
disruption.

ln the absence of a

disaster
recovery/business
continuity plan, the
Company lacks a plan

for mitigating against
disasters and ensuring
that rts operations are

not disrupted in case of
a disaster.

N-\ \.1 \l\:urrc

l):rle.

Sign:t ttr rc

r l;trrlgirrg l)irccto r'

wu/ ADu.(
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Appendix2: PROJECTS IMPTEMENTED BY THE COMPANY

Status of Completion

Consolida ttr:
in Financi;r.
Statements

Yes

Source o"
Funds

WSTF

Source ol'
Funds

WSI'F

Project
Title

Project No. Donor Project
Duration

Donor
Commitment

Separate
Donor
reporting
req u ired

Kangundo
water
Proiect

I WSTF(water
sector TruSt
Fund)

l2 Months Yes

Pro-lect Total
Project
Cost

Total
Expended
to date

Completion %
date

Budget Actual

I Kangundo
Water
Proiect

16,071,560 7,688,947 49 16,07 I ,560

Project Total
Project
Cost

Total
Expended to
date

Completion %o

dat€
Budgct Aclual

Kangundo
Water
Proiect

16.07 I .560 7.688.947 19 16.07 r.560
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