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l. Acronyms and Glossary of Terms

AfDB
ERP

CMT
CPF

CRVWWDA
KPLC
KRA
LAP
LATF
MCN
NAWASSCO
NGO

NEMA
NSSF

NHIF
NRW
SPA

SACCO
VAT
WASREB

African Development Bank

Enterprise Resource Planning

Corporate Management Team

County Pension Fund

Central Rift Valley Water Works Development Agency

Kenya Power and Lighting Company

Kenya Revenue Authority
Local Authority Pension

Local Authorities Transfer Ftrnd

Municipal Council of Nakuru

Nakuru Water and Sanitation Services Company

Non-Governmental Organisation

National Environment Management Authority (NEMA)

National Social Secruity Fund

National Hospital Insurance Fund

Non-Revenue Water

Service Provision Agreement

Savings and Credit Co-operatives

Value Added Tax

Water Services Regulatory Board

III
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ANY INFOR.,\IA-IION

forma tion

d Sanitation services company Ltd (NAwAssco) was established under the
201 5 on 8th september 2003 and it is fully owned by the County Govemment of

county level, the company is represented by the county Executive Member lbr
tion and the County Executive Member for finance & Economic planning, who
Board ofDirectors are responsible for the general policy and strategic direction
The company is mandated with the provision of water and sanitation services

r the jurisdiction of Nakuru'town East and Nakuru town west Sub-counties an<J

ities

ng Water Utility in Kenya"

C te Resilient and sustainable water and sanitation Services to the delight of our

le ur

the foundation on which we perform our work and conduct ourselves. The
work, how we interact with each other, and the strategies we employ to fulfil
are the practices we use every day in everything we do and are a constant

o we are

include the following

Professionalism, Integrity, Team Work and Innovation & Creativity

ivities of the Company are lo: -

t it possesses and retains all the necessary expertise necessary to the Technical,
, Financial and Administrative functions.
the services within its Defined Service Area.

:rl the required water standards, guidelines and provisions ofthe Service provision

en (SPA)

I necessary licenses, permits and wananties necessary to carry out its obligations
1n acc

n

with statutes in force

IV



Annual Re ort and Financial State

v To mainrain lhe assets in good working condition and not to dispose of any assets withqut
the authorization ofthe Licensee.

vi' To prepare propxxals for improvement of the assets so as lo enhance service delivery. To
propose taritTadjustments to the Licensee and Regulator.

Shereholding

The Company is fully owned by the County Govemment of Nakuru and is registered wirh 5,000
shares of Kshs.20 each. According to the Company Memorandum and Articles of Association the
shares are held in trust are as follows: -

Each shareholder has one voting right and the County Government is represented by a proxy during
general meetings.

Directors

The Directors who served the company during the year were as follows: _

1. Ernest Kiarie Muibu
2. Eng.James N. Gachathi
3. CPA. Sebastian M. Kanyan
4. CPA. Charles Okeyo Owuor
5. Dr Nelson T Maara
6. S.lrebe Njogu
7. Joseph Kiuna
8. Eng. Festus K. Ngeno

Registered OIIice

NAWASSCO Plaza
Government Road
P.O Box 16314-20100
NAKURU

Nakuru Water and Snnitetion Sen d.
r ended June 30, 2(DJ

ices Company Lt
ments for the yea

Chairman
Managing Director
Non-Executive Director

Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director

Appointed on I't July, 2022
Reappointed on 23d October ,2022
Appointed on l5th Octobf,r, 2020

Appointed on 15th October,2020
Appointed on 25m Jan. 2023
Appointed on 25th Jan.2023
Retired on 246 Jamnry,2023
Retired on 24h Jantnry,2023

ounty Government of NakurueC
4 996

tyer E,Xcel the Governor of' Counency oG vernment fo Nakuru I

ommittee Member, Finance & Economic
lanning, County Govemment of Nakuru

County Executive C

aterhe oC E tluxec ve CoIIlml N1unty ttee bereJn w nvlE nmro en nE crgy
Natural Re LlrSr) ce oC Goveltun oent IS, Ntrkuruunty

ounty Secretary, County Government of NakuruC
I
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3. BOARD Or DTRECTORS

The Company has a Board of Directors which is responsible for:

a) The efficient management of the human, physical, and financial resources of the company,

b) Making policies for the Company;

c) Approving Strategic and Business plans for the Company;

d) Any other matters related to the management of the Company;

Members of Board of Directors who held oflice during the year under review are the following

Ernest Kiarie Muibu
Non-f,xecutive (Chairman)

, was appointed on lstJuly,2022 to represent
Resident Organizations and he is the Chairman of the Bosrd.

He is currently the Managing Director of Avenue Suites Hotel
in Nakuru, Vice chairman -Unitas Sacco, advisory member,
Vice Chairman-So They Can, (an NGO that empowers
children living in poverty through education). The Chairman-
Operation Eyesight Universal, and a Director of Camations
Dry-cleaners-Nakuru

Mr. Muibu has had the opportunity to serve in the defunct
Municipal Council of Nakuru as a Town Clerk from 1997 to
1999. Mr. Muibu worked as a principal Auditor,Auditor
General State Corporations-Nakuru from 1990 to 1997. From
1983 to 1990, Mr. Muibu was the Assistant Inspector of State
Corporations (Offrce of the president)-Nairobi.

Mr. Muibu holds a B. Sc Degree in Business Administration
from Emperia states university USA and associate of science
degree in Intensive retailing , Apost graduate diploma in
(Performance Auditing) from universi

Mr Muibu, 65

ty of Connecticut USA
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CPA Mwangi, 62, was appointed on l5e Ocrober, 2020 to
represenl the Manufacturing Communr g

CPA Mwangi holds an MBA (Finance Option) degree from
Egerton University and he is currently pursuing a post
Graduate Certificate in Audit & Management consultancy
lionr Birmingham City University. In addition, he has CpA
(K), he is a Member of ICpAK a practicing Accountant

CPA Mwangi is a Managing partner Designate of Ruoro Kotut
& Company Certified Public Accountant and had previously
worked at various organizations such as Johanniter
International Assistance in Berlin, Humedica Intemational in
Germany-Darfur Mission Sudan, Wangai Kotut & Company,
Kenya Farmers Association Limited and National Cereals &
Produce Board.

Committee membership: Audit & Governance committee
and Finance & Staff committee.
CPA Okeyo, 49, was appointed on l5th October,2020 to
represent the Learning Institutions. He holds a Bachelor of
Law degree (LLB Hons) from Egerton University, Bachelor of
Commerce (Finance Option) and MBA (Finance Option)
degrees lrom Kabarak Uruversity. He has CpA (K) and is
currently a PhD candidate at Egerton University in Business &
Management (Finance Option). He is a member of ICpAK and
Practicing Accountant. In addition, he is an Associate Member
of Chartered Institute of Arbitrators, Certified Fraud
Examiners, member of the Institute of Internal Auditors,
Certified Professional Mediator and a member of Accredited
Mediators High Court of Kenya. He was (2015 to 201g) ancl
continues (2021 to 2023) to be Committee Member, Research
and Development Committee at lnstitute of Certified public
Accountant of Kenya (ICPAK).

CPA Okeyo has wide experience in Research, Tax Law,
Forensic Audit and Financial Management practices, having
worked as ChiefExecutive Oflicer, Calmape Engineering Ltd,
Principal, MIS-Centre College of Accountancy of
Managernent & Information Technology, Audit Manager,

VI11
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A.M. Karoki & Associ ates, Certified Public Accountants of

S. Iribe Njogu
Non- Executive Director

Kenya and Legal Intem, Odhiambo & Odhiambo Advocales.
He is curently a Researcher, Forensic Auditor, Financtal and
Tax Consultant and a Managing partner of Dalexa and
Elphony Associales, Certilied public Accountants of Kenya.

At the same time, CPA Okeyo is a Lecturer at Egerton
University in the Department of Accounting, Finance &
Management Science and a part time lecturer at various
universities and colleges. Further, having been in academia
environment for several years, CpA Okeyo has extensively
authored and published over eight (8) peer reviewed articles
in various distinguished academicjournals and ten (10) other
publications in ICPAK and KASNEB journals respecrively.
He is also a Financial Analyst and a member of certified
Inyestment and Financial analyst (K) as well as a Consultanl
with the Kenya Accountants and Secretaries National
Examination Board (KASNEB).

Mr.Iribe was appointed on 25th January, 2023 and he
represents the County Government of Nakuru. He is the
County Executive Committee Manber (CECM) in charge of
Finance and Economic Planning.

Mr Iribe is a dependable and devoted executive with over 16
years ofprofessional experience. Keen to support and a team
player with excellent organizational and anatytical skills.
Also, ready to redesign to ensure efficiency, accountability
and implementing a modernized work environment.

Before joining the County Govemment of Nakuru he was
working at Bigfoot Risk Management & Consultancy Ltd in
Nairobi Jun 2020 a Consultancy firm & sourcing company
with offices in Nairobi, Accra & New Jersey. He had
previously worked at Soft Trace Apparels EpZ Ltd, Nairobi
from March 20l6to Apfl2020 in charge of running garment
production plant for export to the United States market, and
sourcing for new markets for the

Ix

products. He also worked as

\

Committee Membership: Finance & Statf Committee and
Technrcal & Social Committee.

I,l
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Ca h ef Exec ut CIfil cEI soft l1 u Eas Afri ca L da r ll

Non

Nakuru, Nairobi & Kampala from December 2010 to January
2016 incharge of running the company in uganda & kenya
having started in Kampala Uganda managed to e.\pand to
Kenya and Rwanda. He had also worked Managing Director
at XPD in Accra, Ghana and Togo.

Iribe has tsachelors of Science in Business Administration
degree from Kwame Nkuruma University of Sicence &
Technology, Kumasi Ghana. He also has Diploma in Applied
Bio.logy from Mombasa Polytechnic Universiry College,
Mombasa. He is an Associate of Science and Applied Science

Committee Membership: l'inance & Staff Committee and
Audit & Governance Committe

Dr.Maara, was appointed on 25 January, 2023 and he
represents the County Govemment of Nakuru. He is the
County Executive Committee Member (CECM) of the
Department of Waler, Energy, Environment, and Natural
resoruces. Prior to this appointment, he was a Lecturer Egerton
University, Faculty oI' Evironmental Studies and Resource
Development. Dr Maara had previous served in the County
Govsrnment ofNakuru as a ChiefOfficer, Water, Evironment,
Energy andNatural Resources. He has also served as a member
of the National Forestry Society and Mau Forest Conservation
Committee.

Dr Maara has a PhD in Natural Resource Management from
Egerton University, an MSc in Natural Resource Management
from Egerton University and a B.Sc in Forestry from Moi
University.

He is a leader in forest management, policy development,
sustainable development and water project management.

Committee Membership: Technical & Social Committeeand
Audit & Governance Committee

e$on T. Maara

x(utive Director

r

x

'1

)
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Eng.James N. Gachathi

Menaging Director

Eng. Gachathi, 53, was re-appoinled on 23d October 2022 as

the Managing Director. Before his appointment as the
Managing Director in 2014, Eng. Gachathi was the Technical
Manager having been appointed on 23d October 2007.

Betbre joining the Company, Eng. Gachathi was the
Technical Manager of Nyahururu Water and Sanitation
Company. He has a Degree in Bachelor of Science in Civil
Engineering from University of Nairobi and on - going

studcnt of MBA (Strategic Management Option) at Egerton
University.

He is the Board Secrctary and has a rich experience in Water
Sector spanning for over 26 years

XI
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.I. KEY AGE}IENT Tf,AM

The day to y pperations of the company is nrn by corporate Management Team (cMT) headed
by a Mana ng Director

The foll S {e the Corporate Management Team. -

h-{r N Gachathi

aglng Director

E

, 53, was re-appointed on 23rd October 2022 as
the Managing Director. Before his appointment as the
Managing Drector in2014, Eng. Gachathi was the Technical
Manager having been appointed on 23d October 2007.

Before joining the Company, Eng. Gachathi was the Technical
Manager of Nyahururu Water and Sanitation Company.

He has a Degree in Bachelor of Science in Civil Engincering
liom University of Nairobi and on--going student of MBA
(Strategic Management Option) at Egerton Universify.

He has a rich experience in Water Sector spanning for over 26
years

Eng. Gachathi

I

, 53, was re-appointed on as the Finance manager
2023. Before joining the Companyin 2009. Mr.

Makori had previously worked at pyrethrum Board of Kenya.
He is experienced in Financial and Management Reporting,
people management, monitoring and evaluation, Taxation and
project Accounting. He served as a member of the Local
Committee at Kenya Revenue Authority, Nakuru for 2 years
and he also served as a BOM member in various schools.

CPA Makori holds a degree in Bachelor of Commerce
(Accounting Option) from Kenyatta University and an MBA
(Finance Option) from Kenya Methodist University. He is a
CPA (K) and a Member of rhe ICPAK. He is also a Certified
M&E expert and a member of Kenya lnstitute of Management
and has a certificate in Strategic Leadership Development
Programme (SLDP) from the Kenya School of Government
(KSG), Baringo Campus. He has 28 years of work experience.

CPA Makori
on l8e May

XII

\\
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CPA Is{pc l}4okaya Makori
Firtf{nc} Manager
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CPA James Muthee Gathairu
Commercial Manager

airu, 53, tvas re-appoinled as the Commercial
Manager on 186 May 2023. Before joining the Company in
2009, CPA Gatbairu lias an accountant with Kenindia
Assurance Co. Ltd fbr Tyears and Chief Accountant with Blue
Shield Insurance Co. Ltd for Tyears. He has a rich experience
in finance and business development spanning for over 27
years.

CPA Gathairu holds a degree in Bachelor of Arts (Business
Studies & Economics) lrom Kenyatta University and an MBA
(Finance Option) from University ofNairobi. He has CpA (K)
and he is a Member of ICPAK. He also has a certificate in
Strategc Leadership Development Frogramme (SLDp) frorn
the Kenya School of Government (KSG), Lower Kabete
Campus.

CPA Gath

CPA Joseph John Githinji
Internal Audit Manager

inji, 47, was re- appointed as the Intemal Audit

Before joining the Company 2013, CPA Githinji previously
worked with IWs Kariru & Associates (Certified public
Accountants), Kenya Wildlife Service (KWS) (Ag. Manager
Internal Audit and Mombasa Water (Intemal Audit Manager).

He has a rich experience in Accounting and Auditing spanning
for over 23 years.

CPA Githinji holds a degree in International Business
Administration (Finance Option) from United States
International University (USIU). He has CpA (K) and CS (K).
He is a Member of the ICPAK and ICPS (K).

CPA Gith
Manager on I't November 2019

Mr. Kibet,35, was appointed on I't March 2019

Before joining the company, Mr. Kibet worked as a Tutorial
Fellow for Maseno University. Prior to Maseno University, he
was Assistant Director Procurement, County Govemment of
Bomet and seconded to Bomet Water Company.

Kibet holds a degree in Purchasing and Supplies Management
and a master degree in Procurement and Logistics from Jomo

X]II
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Kenyatta University of Agriculrure and Technology (JKUAT).
He is a registered member of the Certified Procurement and
Supply Professional of Kenya (CPSP-K) and the Kenya
lnstitute of Supplies Management (KISM).

He has a rich experience in procurement spanning over 12

years

6

Before joining the conrpany, Mr Kamar worked with the
Kenya Film Classification Board lbr 8 years as rhe Head of
ICT. He has vast experience in project management, ICT
security & audit and implementation of management
information systems.

Mr Kamar holds a bachelor's degree in Business Management
and IT from Kabarak university, an MBA (Operations

Management) from the University of Nairobi; He is a manber
of the computer society of Kenya (FCSK).

He has a rich experience in ICT spanning over 12 years

Mr.Kamar, 35 was appointed on ld March 2019

Anth
L

fipkurui Kamar
lVlanager

I Ms Muchoki, 36, was appoirted on I't July, 2022 having acted
in the position since 17h July, 2020. Previously she had
worked as the Human Resource Oflicer.

Muchoki holds a degree in Bachelor of Commerce (HRM
Option) from Gretsa University and she is currently pursuing
a Master of Science degree in Human Resource Management
at Jomo Kenyatta University of Agnculture and T'echnology.

In addition, she has a Higher National Diploma in Human
Resource Management and a Diploma in Personnel
Management.

She is a Certified Fluman Resource Professional of Kenya,
CHRP (K) and she is a full member of IHRM.

She has l2years experience in Human Resource Management

tor W. Muchoki
Ilurnan

Car

lVltnager
esource & Admin.
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Gilbert Kipchumba Mutai
Ag. ll'echnical Manager

I

{

utai, .15, was appointed on l.t January 2023 as the
Acting Technical Manager. Prior to his appointment, Mr.
Mutai worked as the Water Distribution Manager from 200g.

Mr. Mutai holds a Rachelor's degree in Civil Engineering tiom
Egerton University and Currently pursuing MSc in
Conslruction Engineering and Management at Jomo Kenyatta
University of Agriculture and Technology, he also has a
Diploma in Water'Iechnology and has pursued trarning in
hydraulic Modelling (2022), Sustainable Urban water and
sanitation in Sweden & Llganda (2017) and strenglhening
Capacity building in non-revenue water reduction in Tokyrr
Japan (2018). He is a member of the Engineers Board of Kenya
(EBK) and IEK.

He has rich experience in Water and Sanitation management
spanning over 19 years

Eng IvI
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Board ofDireclors, am pleased to present to you an overview ofthe annual report
ements of the Company for the year ended 30th June2023. The strong foundation
d over time by embracing our vision to be lhe leading Waler Utility in Kenya;
bust governance structure; continue to drive growth in the Company

under review. the demand for waler and sanitation servic€s in Nakuru continued
to expansion of Nakuru Town given the limited sources of water. The water

r 75000m3 per day against an average target supply of40,000mr per day which
ent and County Government are ad&essing by increasing the number of the

6 to 40 to bring more water to Nakuru City since it is soon becoming a city
a total of 32,785m3 (31,527m3 2021122) per/day was achieved due to power
down of pumps. This resulted to th€ company achieving an average of 20 hours
v.

Water ffiW), the Company achieved 29o/o (30o./o 2021122) againsr rhe sector

f

i 596. This was done by continuing with the installation of master zonal and

ertaining the NRW

bled meters to monitor and track the flow of water and its losses. This exercise
as to be able to measure the amount of water thal is supplied to a particular area

under review, the company continued implementing its strategic plan2018/19
strategjc plan details various investment plans which aim to ensure

owth. The main objectives of the strategic plan are: increased water production
reduction of NRW, financial sustainability, improved corporate image&

oved customer service

involved in a number of initiatives which benefited the surrounding the
ployees. The initiatives were in line with the right to Brt€r and sanitation as

le 4l & 43 of the Constiturion 2010

cunmunity, the company continued to interact with its customers through social
hatsApp, Twitter and Facebook on matters to do with water supply and
Company also on its pan ofcorporate social responsibility donatcd 2000 trees

which will go a long way in the efforts torvards climate resilience, In addition"
G Company, held a Stalieholders Breakfast at Water Buck Hotel. During thc
holders present were able give their feedback on service provision

e Company continued to supply water and sanitation to customers. The number
from 47677 to 48395

e stafl the company continued with the implementation of the terms and
ce including the welfare activities

S
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Challenges

The cost of electricity was high due to the thct thal over 90olo of the water is from boreholes which
,ue ver)' expensive to pump water. The company together with other water companies and
development partners is looking for alternative sources power which will reduce the cost of
electricity.

The Company is t'aced with the challenge of limited sources of water. The current water production
capacity js 40,000m3 of water per day againsl a demand of 75,000m3 of water per day. This is
being addressed through other mechanisms that include partnerships with County Governmenl of
Nakuru, Central Rift Valley Water Works Development Agency (CRVWWDA) and Narional
Governmenl. However, the Ministry of Water, Sanitation and Irrigation has drilled 14 No. of
boreholes which will bring additional water into the system.

The construction of the Itare Dam waler project funded by the ltalian Government was slopped 5
years ago due to the fi-nancial difliculties facing the contractor. The project was expecled to
produce over 100,000m3 of water per day of which 70,00Om3 of water per day will get tb Nakuru
Town. The National Govemment and County Goyernment of Nakuru are working towards getting
another donor to fund the Itare Dam Project.

The company sewer covsrage is at 3 1% due to low funding from the CountyA.lational Government.
This is a great risk to the city as it may be faced with sanitation related diseases. However, through
a project to be funded by KfW Bank under the Lake Nakuru Bio-Diversity Project the sewer
network will be improved and expanded.

Future Outlook
Nakuru Town is among the fastest growing towns in Kenya. Ils upgrade to a city status has become
a magnet for business opportunities. Due to lhat rhe Company has started positioning itself by
improving on its systems and capacity building its staff to manage operations. The Company is
also reaching out to development partnerc who have shown interesl in funding the sewer network
which currently has a low coverage of 3lYo.ln addition, lhe company is exploring an altemative
source ofpower so as to reduce on electrlcity costs.

As we navigate through the hard-economic environmenl, our focus remains on safety of staff,
service excellence and business continuity.

Appreciation

Omce again, I would like to extend our appreciation lo the National/County Govemment ofNakwu,
our business partners, customers and stakeholders for the conlinued support to the company.

To the management and staff, we thanli you for your continued commitment to delivering
improved and more reliable services lo our customers and together we celebrate our achievements
for the year 202212023.

Thank you and May God Bless You all
v)

f("-
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THE MANAGINGDIRECTOR

esent the Annual Report and Financial Statements ofthe company for lhe year
023. This is the lgth a:nnual report and financial statements tbr the company antl

le 
Water (I.IRW), the Company achieved 29% (30% in 202il2022) againsr the

fk of 250/0. This was done by continued to install master, zonal and consumer
2r and track the flow of water and its losses,

, the company achieved 100% (10070 in2021/2022). This was done by ensuring
levels in bulk water supply by the supplier met the required standards.

6. REPO oF

I am pleas

ended 30h

to

demonstrat h w far we have come

Key Activ

The com in place a 5-year Strategic Plan (2018/19 -2022123) which is used ro improve
service dcli ry and ensue achieveme nl of set targets by emphasizing on areas of prioriry in the
provlslon o and sanitation services

On Non-R enu

sector benc

meters to m
{U

it(

On water q

that the t

The com inued to utilize the Enterprise Resource Planning (ERp) System. The system
lntegrates

Further the

a lot of effi
growth.

fu:

J

stet

NC

e

pctions of technical, commercial, human resource, procuremenl and finance.
ln integrates with the banks for the collection of revenues. The system has brought
I in the operations and enhanced the company's technological and operational

F inancial e tcw

During thc
2021/2022).

of water. In
been drilled
30?o to 290/o

Staff costs

costs went u by

Cost of mai
water such

I

f.rnder review the company realized total revenue of Kshsl.09b (Kshs1.019b in
elrevenue did not improv'e much as the company did not have additional sorrces

financial the revenues shall improve due to 14No. of boreholes which had
e Ministry of Water, Sanitation and lrrigation. However, NRW improved from
g the year

fup by Kshsla.8m clue to increase in staff salaries *,hile general and operating

[shs25.lm due to increase in electricity cost arising from change of power tariff.

went up by Kshs35m due to the measures put in place to fight non-revenue
ntenance of networks. Maintenance was also done at the sewer networks and

sewerage t plants and company fhcilities

Achievem

During the

delivery. In
y continued to maintain satisfactory levels in service
Services Regulatory Board (WASREB) awarded the
KenyaCompany th
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The rvater produced rvas distributed to customers equitably though a rationing proggamme making
the companv achieve an average water supply of 20 hoursr'day. The amount of water produced
was an average of 32785m3 per day comparecl to31527m3 per day in202l/22.

In order to improve on service delivery to customers, the company continued updating the social
media platlbrms with campaigns on Facebook, twitter and cusromer WhatsApp plattbrms. Ihe
campaigns mainly sensitized customers on bill payment mMes, checking water bills via USSD -
*4 83 * 8 I #, servi ce interruption and inliastructure vandalism.

The company continued to improve staff competency in an ellort to maintain good service
delivery. 'l-he managers who are members of varjous professional bodies attended physical /virtual
seminars, workshops and symposiums for the purpose of improving their skills, networking and
job satisfaction.

On staff retention, motivation and welfare, the company ensured total compliance with all policies
put in place including the terms and conditions of service. An enhanced 24-hour employee
insurance cover (WIBA and GPA) was procured for all employees for injuries sustained in
occupational and an executive medical cover was procured for all employees across the
establishment.

On the part of the community, the company continued to interact with its customers through social
media such as WhatsApp, Twitter and Facebook on matters to do with water intem.rptions. The
Company also on its part of Corporate social responsibility donated 2000 trees to Kenya Forest
Services and planted some trees in Dundori Forest which will go a long way in the efforts towards
climate resilience. In addition, in May, 2023, the Company, held a Stakeholders Breakfast at
Waterbuck Hotel. During the meeting, the staksholders present were able give their feedback on
service provision.

Challenges

The cost ofelectricity was high due to the fact that ov er 90Yo ofthe water that the company supplies
is from boreholes and paid an average of Kshs.23.6m per month to Kenya Power. The boreholes
are rather deep and thus expensive to run in terms ofenergy costs (electricity). In addition, the
cost ofelectricity is uupredictable as it keeps on rising while our watertariffis fixed for a period
of time. Further, there is no special tarifffor the water sector thal would make the services cheaper
given that we offer a social good. The company together with other water companies and
development partners is exploring on the alternative sources of power which will reduce the cost
of electncity.

The Company loses a lot of water cunently at2gyo through technical means arising from old and
dilapidated water infrastructure. Most of the current water networks were built many years ago
and requires over Kshsl billion to replace. The NationaVCounty Goyemment through Central Rift
Valley Water Works Development Agency (CRVWWDA) and development partners are
addressing this issue.
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The sewcr ge is currently low at 3l7o and it is very expensive for the company to finance
ally generated revenues.through &

'l'he Com s faced with the challenge of limited sources of water as the current water
production M3 of waler pcr day against the demand of over 75000Mr of water per a day
due low
County

Minisry

This is being addressed through other mechanisms that include partnerships rvith
enl National Govemment and other Development Partners. Through the

, Sanitation, the National Government has drilled and equipped l4No. boreholes
rvhich are ed to bring more water into the system

'Nakuru
Annual

Future

The co

towards th
country.

Appreciati

I take this

Managem

'fhank yorr

Eng'
ilIAN.\

and Sanitrtion Services Compeny Ltd.

ains fully committed to the provision of afTordable and quality water and

oyement of water and sanitation services so as to be leading water utility in the

rtunity to thank the County Government, Shareholders, Board of Directors,
and other stakeholders for their mutual cooperation, and continued support

wishes to you all.

GACHATHI
IRECTOR

sanrlall on es to its customers. The company will continue working with all the stakeholders
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T.STATENIENT OF PERFOR}TANCE AGAINST PREDOTf,Rf,IINED OLIECTIYf,S
FORTEE YEAR 2A2I2U3

The Company has in place a 5year strategic plan 201 8/201 9-202212023 that outlines the approach
and direction that il intends to take in order to improve ils performance and service delivery. The
plan provides an integrated picture of where the Company is going over during the five years'
period and s€rves as a communication vehicle for conveying its directjon. The strategic plan
demonstrates the company's focus zueas or pillars, objectrves, projects and the allocation of
resources in response to its key strategic challenges.

The company has 4 strategic pillars and 1 I objectives within its Strategic Plan. The strategic pillars
include:

Piller 1: Water and sewerage infrastructure developtnent

Pillar 2: Operational efficiency and customer service

Piller 3: Financial Sustainability

Pillar 4: Insti tutional Capacity Strengthening

The company develops its annual work plans based on the above strategic pillars. Assessment of
the company's performance against its annual work plan is done on a quarterly basis.

In order to achieve its objectives, the company cascades down the key performance indicators and
sign contracts with the corporate management team. A review of the perfortranc€ iildicators is
carried otrt by the Board on a quarterly basis and corrective meariures arc put in place to correct
any variation.

The company's performance during the year against the set targets in its 4 strategic pillars is as
indicated in the diagam below:

Water and
SelverSge
infrostructure
development

To supply enough
water

Increase
production
3(fr00nJlday
40,000m3/day

wal€r
from

to

Ensrre that all bsehole
pumpsets are
operational and are at
least 90% of thcir
capacities at all times.
lmprove intake of
surface water ltom
current 3,0@rni /day to
6,oo0mr/day.

A total of 31,527m3 per/day was
achieved. The shortfall was due
to power failure, breakdown of
pumps and reduction of bulk
water supply by the supplier

Operational
elficiency and
cugtomer seryice

Increase and
maintain water
supply hours from
minirnum 12 to at
least 20 hours per
day in all zones

Ensure water sup,ply
reliability does not
fall below l8 hours
per day at required
pressures.

Maintain Service hours
for disribution at 18

hours per day by
producing enough
watsr.

During the period the company
achieved an average of 20brs oI
supply per a day.

xxI
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Nter

por

enue Water
RW)to less thar:

seclq
axk of

i\on- hstal! master, zonal
and consumer
meters to monitor
and track water
flow and losses

Carry out distribution
line patrols to identi$
all illegal cornectiorrs.
Install smart customer
mcters which af,e mo(e
efficient.
Carry otrt night flow
water measuremglt at
selected areas

The compa'ry achieved 2910.
Thrs rvas done &rough the
various measrres which were put
in place

rnprove water
lty to meet
I Buremr

Enhance the water
quality Compliance
rate for Water from
c urent 98o/o to
l0A/o

Enhanced monitoring
to ensrre that the
quality of waler is
within 9CPlo of World
Health Organisation
gtridelines.
Equip and maintain
water laboratory to
conduct tests.

The company achieved 100/o
water coverage.by ensuring that
the water from thc bulk supplier
which previously had high
turbidity levels met the required
standards.

continually

1<lers

y's
the

with

Enhance co.
opelation between
the company and
main stakeholders

Carry out a detailed
stakeholder analysis.
Ensure Continuotrs
engagement with all the
stakeholders
Develo,p stmdtrdizpd
communication
materials for internal
and extemal
stakeholders

The company held a
public/stakeholders moeting
attended by Water Services
Regulatory Board in May 2023.
During the meeting the company
was able to pros8nt to the
stakeholden about the
comptrly's services, growth and
expansion, successes and
challenges. "fhe stakeholders
were also able to give their
feodback

Improve revenue
collectior from the
crrrent Kshs84M to
KshsSSM pet
month.

Mairtein the E-billing
system.
Market to customers
the aiternative modes
of bills payments
available.
Carry out water meters
calibration md
replacement of faulty
meters to ensrre the
appropriate amount of
revenue is recei ved fbr

The Company achieved an
average of Kshs84.9m per a
month as the sources of water
remained the same

i-ina
Sustai ability

enhance
cial
inability of
ompany

Matntain the
collection
eflicrency at 100/o

Enhance utilization of
electronic payment
system and spen more
pay points
Set targets for the debt
collection unit and
facilitate the team.

The Company achieved a
collection efliciency of96% ddue
to non-payment by some
customer whose incomes were
affectecl by inflation.
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carry out customcr
sensitization and
enlbrcement of
disconnections.

Meirtain the
motoring ratio at
lWo

Idalt& and meter all
lho un-motcred
crlstomers.
Keep suffrcient meters
in the store.

The company achieved I 00o/o due
to the eforts which wcre put in
place.

Reduce Non-
Revenue Wgter
(NRW) to sector
benchmark of25%

Carry out disbibution
line patrols to identifo
all illegal connections.
Install smart customer
meters which more
efficient.
Carry out night flow
water meastrr€ment at
selected areas

The company undertook
replaccrnent of old metcrs and
faulty meters with smart meters
which have high accuracy levels.
This reduced NRW from 3(P.a to
29/o.

Atfact, devclop,
motivate and
retain highly
motivated and
disciplined staff.

Sign pcrformancc-
base d contracts with
staff aimed at
improving
performance.
Carry out a training
need assessment and

lement the same

This was donc through the
signing of contracts between the
Board and Corporate
Managernent Team and the same
cascaded to every level of
employees in the Company.

Adopt integrated
technological
systems

Maximize the
utilization of the
Enterprise Resource
Plannrng (ERP)
system.
Identifu other areas
which require new
technology
lnvest in security
systems at all company
facilities.

The Company utilized the ERP
system to improve efficierrcy on
the service delivery and the
provision of trmely reports for
prompt decision making
The company improved on fleet
management to know the
effrciency of each motor vehicles
and installed CCTV systerns to
enhance secunty

Institutioral
Capecity
Strengt}ening

Embrace
emerging
technologies
innovations
improve
efficiency
effectiveness

and
to

:rnCl

Create a ccnducive
environment for
irrnovation and
creativity

Each departrnent to
target one innovation
dr:ring the year.

The company encowaged its
ernployees to develop new ideas
of improving service delivery.
The company through the
innovative ideeLs from the stail'
and development parhers
carrylng out a study on the
alternative sources of energy so
as to reduce on electici costs
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TE GOVERN..\NC]E ST.{TEMENT

of Directors of NAWASSCo is responsible tbr the overall management of the
d s committed to ensuring that its business and operations are conducted with

onalism, and in compliance with the relevant laws, inlernationally acceptedo

d practlces in corporate governance including the Guidelines on corporate
issfred by the Regulator, WASREB

te Govemance of NAWASSCo takes place within a framework which exists to
or de the conduct of Board members, staff, customers and members of public in
C pany's facilities and services. The objective of the framework is to provide for

cal and accounlable governance and managemenl ofthe Company

ents within lhe governance framework include: -

,1

e{

Constitution 2010

Act 2016

es Act 2015

li

li

Financial Management A ct 2012

Financial Management Regulation 20 I 5

Procurement and Assel Disposal Act 2015 and 2020 regulations

t Act 2007

w SSCO Service Charter

fO 
annrorea policies and procedures

|Vuro 
S""tor Guidelines

lic

S

ectors

of Directors are appointed in accordance with section 69 of the Company's
ation

ons of the Board

le for drawing and implementing strategies for the long term success of lhe
lr carrying out the fiduciary duty of monitoring and overseeing the activities of

fctors are responsible for the following: -

fation of Memorandum and Articles of Association(i) Impl en1
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(ii) Provision of guidelines and control fimction of the Company

(iii) Approval of the organization struclure arrd nraintenance of staffterms and

conditions of service

(iv) Approval of company strategic plans, business plans and budgets

(v) Provision of management guidelines

(vi) Approval of major contractVprojects

(vii) Approval of tariff adjusunents

(viii) Approval of annual reports and financial stalements

(ix) Prudent investment of funds to ensure conlinuity of services

(x) Aprpointment of Corporate Management Team

Composition of the Borrd

The Board is composed of eight (8) non-executive Directors including an independent Chairman
and one (1) executive director who is also the Managing Director and Board Secretary. The
Directors reptes€nt various stake holding within its service area. They have a wide range of skills
and experience and each contributes independenl judgement and knowledge to the Board's
discussions.

On appointmeilt, each Director is provided wilh a comprehensive and tailored induction process

covering the Company's business operations and also provided with information relating to their
Iegal and regulatory obligations.

All the Directors except the Managing Director and representatives of the County Govemment
are required to submit themselves for re-election in accordance with the Company's Articles of
Association.

Board Meetingr

The Board of Directors hold quarterly meetings as per the Company's Board calendar. The
Chairman may at any time that may be deemed necessary call a special meeting where there are

urgent matters requiring Board attention and/or resolution. The board meetings are governed by
the same rules regarding meetings as are applicable to the Company. The Chairman in consultation
with the Managing Director sels the agenda, date and time of the meeting with members receiving
a fourteen ( l4) days written notice or such period that may be agreed on from time to time.

Meetings are held at the registered office of the Company. A quorum for meetings requires two-
thirds of the total number of members. Members may appoint one of their own to preside over the

meeling in the absence of the Chairman. Decisions are made unanimously or by majority votes of

)c(v
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the members

minutes are p

by the Board

ent. The Chairman has a casting vote in the event of a tie of votes. The board

d and circulated two weeks after the meeting and the signed minutes are kept

During the y

cretary.

under review the Board conducted nine (9) meetings

Board Com ttees

The Board co tituted three (3) sub-committees chaired by one direotor in each, namely: Ftnance

and Staff, Tec

four (4) times

cal and Social; and Audit and Govemance. Each committee is required to meet

n one financial year. During the under review, the Finance and Staff committee

met six (6) ti es, Technical and Social committee met four (4) times while the Audit and

Govemance ttee met4 times

The Board a

Committee m
ints other commiftees as and when necessary. During the year the Adhoc

three (3) times

The Board C rter

The company ln

The Board Ch er

Association w
for re-election

work of the

Company's egic objectives

The Charter i reviewed at least annually or from time to time when it is appropriate. This

lable to all members of the Board for application and to the stakeholders forCharter is av

information.

Appointment nd Removal of the Board

The Board co sts of nine (9) members as guided by clause 69 of the company Memorandum and

Articles of A ciation. The directors represent a mix of skills and the requirement of gender

parity. The is headed by a board chair who is elected by the members

All the Direct except the Managing Director and representatives of the County Govemment are

required to su I themselves for re-election in accordance with the Company's Articles of

place a charter which was approved in April, 201 8 and reviewed in June,2021 .

guides the Full Board in its operations and also to set the boundaries for the

It outlines the functions of the Board and its role in the achievement of the

ch states that a director shall be in ofhce for a period ofthree (3) years but eligible

r another period ofthree (3) years

Board Succes ion Plan

In accordance ith clause 69 of the company Memorandum and Articles of Association, all the

Directors upo appointment except the Managing Director and representatives of the County

required to submit themselves for re-election for another term of Three (3) yearsGovernment
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afler being be in office for the first Three (3) years. However, if all the directors were appointed

on the sanre date then a die shall be cast to determine the one to retire first.

Induction and Training of the Board

On appointment, Board members are taken through appropriate orientation program besides

continuing capacity building on regulatory and market developments and periodic management

briefs for effective discharge of their oversight duties. The induction programme provides the

Board member lvith an orientation of the company, strategic plans, financial status and policies,

risk management, compliance prograrnmes and the Code of Conduct and Ethics. The directors are

also provided with information relating to their legal and regulatory obligations.

During the year the Board visited the company facilities and held training on corporate govemance

& leadership and risk management. They also reviewed the various company operating policies

and procedures manuals

Board and Member Performance

The Board undertakes an annual review of its performance including that of its Committees within

the provisions of its annual calendar of activities in guiding the Company to meet its mandate of
providing water and sanitation services to the residents of Nakuru East and Nakuru West and its

environs.

Conflict oflnterest

The Board individually or collectively upholds ethical behavior and practice and expects any

member with a direct and/or remote interest on a matter before it to, in good faith, excuse himself

or herself from such deliberations including subsequent vote on such matter.

Board Remuneration

The Board of Directors are remunerated for their services in accordance with the prevailing

relevant legislative provisions andl/or as per the resolution of the shareholders during the Annual

General Meeting. Each Director is also entitled to a medical cover over the tenure of directorship.

The Chairman is in addition entitled to a fixed monthly honorarium and telephone allowance.

Board Ethics and Conduct

The Company adopts high ethical standards and applies strict rules of conduct, based on the

best corporate practices. As part of this commitment, the Board of Directors adheres to good

corporate governance by embracing the following principles:

l. Observe high standards of ethical and moral behavior;

2. Act in the best interests of the organization;

3. Remunerate and promote staff fairly and responsibly;

XXYII
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the legitimate interests of all stakeholders; and

the Company acts as a good corporate citizen.

required to act in the best interest of the Company and uphold their fiduciary

and duty of care. This involves not disclosing confidential information,

d perceived conflicts of interest, and favoring the interests of theCompany

ts. Theyacthonestlyandingoodfaithsoastocreate aculture builtonprinciples of
tability and transparency.

s that a govemance audit of the Company is undertaken on an annual basis. The

ovemance audit is to ensure thal the Company conforms to the highest standards

udit covers the following parameters among others

and strategic management,

(b) Transp Reporting and disclosure;

(c) Complian with Laws and Regulations;

tion with stakeholders;

endence and governance:

(f1 Board sy and procedures:

(g) Consist holder and stakeholders' value enhancement; and

(h) Corporate ocial responsibility and investment
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9. MANAGEMENT DISCUSSION AND ANALYSIS

l. Operational and Financial Performance

Service Delivery

On Service Delivery the following was achieved against the set targets

Financial Performance

During the year under review the company realized total revenue of Kshsl.09b (Kshsl.019b in

2021/2022). The revenue did not improve much as the company did not have additional sources

of water. In the next financial the revenues shall improve due to l4No. of boreholes which had

been drilled by the Ministry of Water, Sanitation and lrrigation. However, NRW improved from

30Yo to 29o/o duing the year.

Staff costs went up by Kshs14.8m due to increase in staff salaries while general and operating

costs went up by Kshs25. I m due to increase in electricity cost arising from change of power tariff.

The target was maintained as the company had not established
new water sources due to financial constraints. However, the
Ministry of Water, Sanitation and Irrigation under the Covid-19
intervention measures drilled l4 No. of boreholes which will
bring more water to increase the coverage

Water Coverage
(%)

95 95

100 The company the achieved water quality of 100% by ensuring
that the water from the bulk supplier which previously had high
turbidity levels met the standards

Drinking Water

Quality Standards
(%)

100

This was not achieved due to the challenge of water losses in the
water sector which was al 60Yo nationally and 29o/o at our
company level with the acceptable level being at below 25Yo.

The water losses occurred through technical and commercial
ways. In the technical ways, water was lost through leaks and
bursts while in the commercial ways water was lost through
illegal connections and meter tampering which the Company is
addressing

Non-Revenue
Water (NRW)%

25 29

Hours of Supply
(Hrs)

20 20 This was achieved due to the rationing Programme during the

100 r00 This was achieved due to the efforts which the company put in
place to achieve 1000/o metering ratio so as to stop billing on
estimates.

Metering Ratio (%)

This was not achieved due to non-payment by the National
Government and domestic consumers whose incomes were

Revenue Collection
Efficiency (%)

r00 96

xxrx
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Cost of mainteilance went up by Kshs35m due to the measures put in place to fight non-revenue

water such as {naintenance 
of networks. Maintenance was also done at the sewer networks and

sewerage treatment plants and company facilities.

2. Key Proje{ts / Investments Decisions Implemented or Ongoing.

Ii. Improvefrrent in Information Technolory Systems

Druing the yefr under review the company improved on information technology systems by

enhancing the hleet and fuel managemenl system and installing the CCTV systems to monitor

security. 
.I-ne 

tompany continued to use the ERP system which has done away with distributed

stand-alone ,y{..r and silo processes within departments and unified them into one system with

specific sub n{odules for each core department and live integration with our banking service

providers and fu-Pesa.
I

The company I aims to continually embrace relevant technological advancements that will
complement thF ERP system so to improve on efficiency.

l

ii. Smart Hlater Enabled Meters
I

The company ponlinued with the installation of new customer smart ready meters which are more

efficient withlan aim of raising revenues and reduction of water losses. The company installed

smart meters {mounting to Kshs25 million.

iii. Motor Vfhicles

The companylpurchased an excavator motor vehicle at Kshs 11.8 million used for repairs and

maintenance df *ur., and sewer networks and implementing new networks which has greatly

improved watfr sanitation services in Nakuru City.

iv. New Co{puters and Accessories
I

The Companf procured new computers and other accessories which were required for the

replacement frthe old ones.

v. Replacer{nent of Pumps and Motors

The Company peplaced some of the old and inefficient pumps with the aim of increasing water

production an{ reduction of maintenance costs. Dwing the year the company replaced broken
l

pumps and mofors amountingto Kshs13.6 million

vi. Re-location of Water and Sewerage Infrastructure

Due to the upg{ading of the Rironi- Mau Summit Highway to a dual carriage way, Kenya National

Highways Au{rority financed the re-location of water and sewerage infrastructure along the

highway undei the jurisdiction of the company. This has improved the old dilapidated networks

which is part of the contributors of NRW
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3. Compliance with Statutorl Requirements

The company is in compliant',^rith the various statutory and legal requiremenls including: -

Salaries Deductions - The salaries and allowances were paid on time and remittances of statutory

deductions to Pension Scheme, KRA, NSSF, NHIF and SACCOs were done on or before due

dates. As a result, the company won a trophy from its Pension Administrator {PF for timely

remittance of pension contributions in the water sector.

VAT. - The Company being a VAT withholding Agent of KRA was able to remit and file monthly

retums on time.

CORPORATION TAX - The tax return was promptly filed with KRA

NEMA - The requirements were complied with by obtaining the licenses for our sewerage

treatment plants and regular monitoring through otu ISO certified laboratory to ensure that the

discharges to the environment meet the standards.

WASREB - Levies were remitted promptly.

WRA - Water abstraction fee was paid promptly.

NITA - Industrial training levy was remitted on a monttrly basis

However, an amount of Kshs5, 562,345 owed to National Social Security Fund has not been paid

as it relates to the liabilities which were inherited from the defunct Municipal of Council of Nakuru

in year 2004. The Company disputed the amount because it was informed that the debt had been

settled during the time of Local Authorities Transfer Fund (LATF) and County Govemment of
Nakuru is currently assisting the employees who are retiring to access their benefits.

4. Major Risks Facing the Organization

Various major risks are currently facing the company. These include: -

i. Water Bills Amount Owed by tbe County Government of Nakuru- KshslTM

The County Govemment of Nakuru cunently owed the company several months' water bills

amor.rnting to Kshs I 7m which they have not settled despite several meetings and reminders.

ii. Water Bills Amount Owed by the Defunct Municipal Council of Nakuru (MCN) -
Kshs2l5M

The former MCN owed the Company Kshs2l5m which led the company to face a lot of financial

difficulties in settling debts which had accumulated. We were informed that the amount owed by

the defunct MCN was handed over to the defunct Transitional Authority which is yet to be settled.
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However, in Juiy 2021 the team from the Office of the Auditor while carrying out the exercise of

confirming p.n[ing payments owed by County Govemment was able to confirm the same'

iii.VAT Refunp Claims Owed by Kenya Revenue Authority (KRA) - Kshsl5M

The Kenya Rdenue Authority (KRA) owes the Company VAT refund claims amounting to

Kshsl5m reht{ng to period between the year 2015 and 2018 before water and sewerage services

moved from Vf,T zero rated to VAT exempt. The company has made several follow ups but the

amount is fet tt be paid.

iv. High Keny{ Power Monthly bills averaging Kshs23.5m per month

90yo of the waier that the company supply is from boreholes. The boreholes are rather deep and

thus expensiv"lto -n in terms of energy costs (electricity). In addition, the cost of electricity is

unpredictable {s lt k."pr on rising while our water tariff is fixed for aperiod of 5 years. Further,

there is ,o rp"{id hriff for the water sector that would make the services cheaper given that we

offer a sociat g[od. However, the company is exploring on the altemative sources of power so as

to reduce electticity costs

v. Scarce Sourtes of Water

The Company I

capacity is 40,1

being addressl

Government, C

Govemment.

The constructifn of the Itare Dam water project funded by the Italian Govemment was stopped

years ago due to the financial difficulties facing the contractor. The project was expected to

produce olrer tpO,OOOm3 of water per day of which 70,000m3 of water per day will get to Nakuru

Town.

vi. Water Losl through Old and Dilapidated Water Infrastructure'
I

The Company ior"r a lot of water through technical means arising from old and dilapidated water

infrastructure. lThe role of the company is limited to proper management and introduction of

effrciency *"fr*", while the Central Rifl Valley Water Works Development Agency

(CRVWWDA) and County Govemment is supposed to provide the water infrastructure. Most of

the current *u]f". n"t*o.k was built many years ago and requires over Kshsl billion to replace'

This is the vfork of the National Government through Central Rift Valley Water Works

Development Ageu"y (CRVWWDA) who is the asset developer'

l

vii. Non-Revefue Water (NRW)- 29%

The water secdor is faced with the challenge of water losses which is at 60% nationally and 29%,

at our comparry level with the acceptable level being at below 25%. This contributes to loss of

XXXII

lS faced with the challenge of limited sources of water. The current water production

000m3 of water per day against a demand of 75,000m3 of water per day. This is

fn thougl, other mechanisms that include partnerships with National/County

lentral fuft Valley Water Works Development Agency (CRVWWDA) and National
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revenues for water companies thus making water expensive. The water losses occw through

technical and commercial ways. In the technical ways water is lost through leaks and bursts while
in the commercial ways water is lost through illegal connections and meter tampering which the

Company is addressing.

i. Central Rift Valley Water Works Development Agency (CRVW\UDA) Admiristrative
Fees - Ksbs 275.8M

The outstanding payment to CRVU/WDA is as a result of the instructions which the Company

received from the County Government of Nakuru in the year 2015 not to pay. The Company is

waiting for the decision of the County Govemment on the way forward.

ii. Central Rift Valley Water Works Development Agency (CRVWWDA) Lease fees -
Kshsl44.5M

The amount relates to a loan which was acquired from African Development Bank (AfDB) by

Central Rift Valley Water Works Development Agency (CRVWWDA) for the construction of the

Ol Banita Well Field. According to the documents provided by CRVWWDA, the Government of
Kenya acting through its Ministry of Finance in the year 2005 signed a loan agreement with

CRVWWDA for financing of projects to improve water supply and sanitation services in its area

of jurisdiction. The loan was from African Development Bank (AIDB) to the Govemment of
Kenya for onJending to the CRVWWDA.

The Principal loan amount was Kshsl, 367,823,916.00 at an interest rate of 2.5o/o p.a over a tenor

of 30 years including a grace period of 5 years which after completion of the various projects in

each Company's area of jurisdiction was shared proportionately according to the projects

undertaken. The portion for NAWASSCO was Kshs.994, 706,658 which the Company is paying

through CRVWWDA at Kshs39, 468,544.80 p.a.

iii. Former Ministry of Water & Natural Resources- Kshsl6Sm

In accordance with the provisions of the Water Act2002, Nakuru Water and Sanitation Services

Cornpany Limited assumed responsibility of providing water and sanitation services in the

jurisdiction of the defunct Nakuru Municipal Council with effect from I't June 2004. To facilitate

XXXIII

viii. Low Sewerage Coverage - 317o

The company sewerage coverage was at 3l% during the year due to low funding from the

NationaVCounty Government and development partners. The coverage is still low and it is a great

risk to the town residents as they may be faced with sanitation related diseases. However, through

a project to be funded by KfW bank under the Lake Nakuru Bio-Diversity Project the sewer

network will be improved and expanded. A consultant has been engaged to carryout preliminary

designs and assist in the procurement ofa contraclor and supervise the works.

5. Material Arrears in Statutory and other Financial Obligations
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this service p sion, certain operational assets and liabilities were assigned to the company by

the Director ff Water - Ministry of Waler Resources Management and Development. The

operational aslets included customer accounts amounting to Kshs443,091,806 while the

operational tiatltities included amounts due to National Water Corporation Kshs.l68, 490,370,

KPLC Kshs. +f,tOA,OtS, Staff pension contributions to LAP Trust Kshs6, 145,100.00 and NSSF

Kshs5, 562341 were assigned to the company for the time being subject to resolution with the

Treasury - Mirilstry of Finance. The amounts owing to KPLC Kshs 45, 108,015 and LAP Trust

Kshs 6, 145,1fi have since been paid.
I

The company t ougt the Central fuft Valley Water Works Development Agency (CRVWWDA)

is negotiating *ith the Minisrry of Water and Sanitation, Ministry of National Treasury and Water
I

Conservation fid Pipeline Corporation to write off the liability of Kshs168, 490,370 because the

majority of th{customer arrears which were inherited turned out to be unrecoverable.

iv. Nationall

As explained i1

Municipal of C

Eocial Securitv Fund- Kshs5.5m

1No. 5(iii) above, this is part of the liabilities which were inherited from the defunct

louncil of Nakuru (MCN) in the year 2004 and it is under dispute because we were

informed that fhe debt was settled by the defirnct MCN during the time of Local Authorities

Transfer funa flefn) and the County Government of Nakuru is assisting the employees who are

retiring to acc$s their benefits.

The above payinent arrears were caused by various challenges facing the company. These include

a) Water Bills Amount Owed by the County Government of Nakuru- KshslTM

)vernment currently owes the company KshslTm which they had not settled despite

[s and reminders. We are hoping that the County Govemment wi]l soon settle their

[rs for the smooth running of operations.

The County Gc

several meetinl

water bills arre

b) Water Bilb Amount Owed by the Defunct Municipal Council of Nakuru (MCN)-

Kshs2l5m

CN owed the Company Kshs2l5m which they refused to pay but continued

services which led the company face a lot of financial difficulties in settling its

irtinued to accumulate. The company was forced to settle some of the urgent debts

I employee pension deductions thus affecting the settlement of the outstanding

The former M
demanding for
debts which cor

which includec

debts.

I

We were inforfned that the amount owed by the defunct MCN was transferred to the County

Govemment odNakuru and handed over to the defunct Transitional Authority who also handed it
I

over to the National Govemment which is yet to pay.

i

However, in JulV, 2021 the team from the Office of the Auditor while carrying out the exercise of
confirming per{ding payments owed by County Government was able to confirm the same.

xxxrv
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c) VAT Refund Claims Amounl Owed by Kenya Revenue Authority (KRA) -Kshsl5m

The water and sanitation services were previously charged VAT at zetotale (0%) and the company

was entitled to claim VAT input which the Kenya Reventre Authority (KRA) stopped ref,mding

in February, 2015 due to the misinterpretation of the treatment in VAT Act (Cap 469) arising from
sewer services.

The company got a favorable interpretation of the VAT Act but water and sewerage services

moved from VAT zero rated to VAT exempt. In 2018 the refunds started being settled with a
balance of Kshsl5m remaining as at 30th June, 2023 despite several follow ups.

6. Review of the Kenyan Economy

In line with the strategies outlined under Vision 2030, the Govemment has been implementing the

"Big Four" Agenda over the past three years. The Agenda is designed to help achieve the social

and economic pillars of our Vision 2030 and the development aspirations espoused in the Kenyan

Constitution. Actualization of policies and programmes under each pillar is expected to accelerate

and sustain inclusive growth, create opportunities for decent jobs, reduce poverty and income

inequality and ensure that we create a healthy and food secure society.

During the period, the Company continued with the provision of water and sanitation services

which are among the basic necessities of human life

7. Revierv of the Sector

The Kenyan vision 2030 goal on water and sanitation under the social pillar is access to water and

sanitation services for all by 2030. Kenya is water scarce country and thus the achievement of this

goal may not be achieved if resources are not set aside for development and expansion of the

sector.

Water is perceived as a social good which should be provided for free thus affecting the

willingness to pay for water services.

The other main issues in Kenya water sector are around the quality of water, continuity of water

supply and waste water management.
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N10. ENVIRO MENTAL AND SUSTAINABILITY REPORTING

lxisls to transform lives through the provision ofwater and sanitation services. This

; the driving force behind everything we do. It is what guides us to deliver our

I is founded on 5 pillars: putting the customer/citizens first, delivering relevant

[ic"s, i*p.oring the welfare of its employees, conserving the environment and

[ational excellence.

The Company ]

is our pu.posel

strategy, whici
goods and ser'!

improving opd

Below are tire fompany achievements for each pillar during the period under review: -
I

1. Sustainabfity Strrt.g, and Profile
I

The Company [ecognizes the fact that the way in which it conducts its activities financially has a

bearing on tho& wirh an interest in its work. The Company's Financial Regulations reinforce its

core values in {nforming 
policy, practice and guidance to staff of the Company to ensure fair and

ethical financi{l practices.

I

During the yeaf under review, the Company's financial activities were undertaken with reference

to the followinh guidelines and policies:
t

l) Directds and staffcode of conduct
I

2) Public ffficer's 
ethics

3) Public frocurement and Assets Disposal Act 2015 and 2020 Regulations
I

4) Public 
finance 

Management Act2012 and 2015 Regulations

As part of the conditions of employment, all staffs were required to follow such policies and

guidelines to ure the Company conducted its activities in an appropriate manner

The company

carried out an

in place a 5-year strategic plan which guided of the activities which were to be

the revenues to be generated. The company was able to meet all its financial

obligations w ch enabled the operations to continue

2. Environm ntal Performance

The Company recognizes environmental sustainability as the greatest challenge of the 21st

century and its to ensuring that all of its major strategies and operations consider their

environmental d ecological aspects and impacts

I

The CompanV fiarticipatea in the conservation of the environment by planting trees. During the

year, the 
"o-{arry 

continued the drive for environmental conseryation by planting trees at the

Aberdares wnifh is one of the water catchment areas.

The Companyl also ensured that discharge to Lake Nakuru National Park met the required

standards by c{nducting regular tests through its laboratory which is ISO certified.
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The Company supported initiatives that minimize its impact on the environment and helped create

a sustainable community by working closely with National Environment Management Authority
(NEMA) and various County departments such as the Environment and Public Health to enhance

and protect the environment around us. The Company through its subsidiary company

NAWASSCOAL, developed briquettes (charcoal) called Makaa.com from human waste (faecal

matter). Faecal matter (human waste) is an invaluable resource that can be harnessed for economic,

health and environmental development which also shows that sanitation related challenges can be

solved by using market-based approaches that ensures sustainability.

3. Employee Welfare

The Company is committed to being a good employer, and contributes positively to the creation

of employment in the Country and Nakuru County. Our mission is to foster an environment where

employees feel recognized for their contributions, appreciated for their individuality, and

challenged to do their best. As an employer the Company is committed to ensuring that all the

employees are fully supported in their work, have a decent working environment, are fairly
rewarded, and maintain a good work-life balance. The Company recognizes staff trade unions that

represent and protect their interests. The Company offers competitive terms and conditions of
service to its employees. The Company has in place two retirement benefits schemes (LAP Trust

and NSSF) for its staff which provides eamings during the retirement period. In addition, the

Company has a medical and accident cover for its staff.

The Company carries out employee satisfaction survey after every two years with a view of
improving the conditions and working environment of its employees and keep in touch with
emerging employee issues. During the year, the Company put in place many ways to contribute
positive changes to its employees including on-job trainings, participation at the water companies'

games and sports and bench marking sessions that develop the employees and enswe that the

company's vision is achieved.

During the reporting period, the company with support from WSUP conducted training sessions

for Marketing Assistants on effective communication, marketing strategies, customer service, and

sanitation marketing. The training empowers Marketing Assistants with the necessary skills to
promote Nawassco's services, engage with customers, and drive positive change in sanitation

practices. The training was attended by the 40 marketing assistants who requested that the trainings

take place often to ensure that they are working within the sector trends.

4. Market Place Practices

The company puts in place a lot of measures to ensure customer satisfaction. Annually, the

company conducts a customer satisfaction survey to ascertain whether the efforts put in place by

the Company are felt by the customers and any issues raised are addressed promptly.

On Persons Living with Disability all company stations are fixed with detachable rumps for ease

ofentry for persons confined to wheel chairs. A desk offering special services to persons living
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disability is in

The Company

envlronment.

customer com

are resolved.
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in place at the head office. ln addition, one special toilet for persons living with

lace at the head ofllce

committed to service delivery to its customers by creating a customer friendly

is was done by use of customer voice and choice system which records all

aints by assigning a ticket number for provision of feedback once the complaints

r the company continued serving its customers by paying their water bills from the

uch banks and their agents (Co-operative, Family & Equity), Mpesa and Posta.

[reld Focus Discussion Group (FGD's) from 1 I 
h to I 7s Ap'il 2023 for each zone

lgening feedback from customers on our services. The FGD's were attended by the

htor and other members of the CMT who addressed the issues raised by the

t diff.r.nt forums
I

lbocial Responsibility /Community Engagement
l

the Company ensured that u'ater was available and was distributed equitably to

s and that the sewer systems were maintained.

rs breakfast forum was held at Waterbuck Hotel on 9m June 2023. The breakfast
'nhancing effeclive stakeholder's engagement for sustainable water and

e company was able to maintain where possible, water service continuity, proper

cessibility for all. In the Low-Income Areas, the water points were increased

sited The Margaret Kenyatta Matemity Hospital on lgth April 2023 which offers

free to the less fortunate in society and donated items to the new bom unit that

e needy mothers. Some members of the CMT and staff represented the company

During the ye

nearest points
al

s

The Company 1

with the aim of
Managing Dirt
customers in th

sonilation sol iozs. The meeting was attended by Customers, Stakehoiders, Partners, Board of
gement and Staff. The event provided an opportunity to engage with key

cluding goverffnent officials, community leaders, NGOs, and business

representatrves The discussions focused on fostering collaboration, understanding stakeholder

d addressing challenges in water and sanitation service provision. The event

received positi feedback and helped strenglhen relationships with stakeholders.

zing access to safe drinking water, especially for vulnerable communities - LowThrough maxi

5. Corporate

During the ye

all the custom

The stakehol
was themed:

Directors, nr

stakeholders,

expectations,

Income Areas,

treatment and

The company
the services
would benefit
during the visi

through sever water kiosks that provided water at a subsidized rate of Kshs2.00 per litre
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11. REPORT OF THE DIRECTORS

The Board of Directors submit Report together with the Financial Statements for the year ended

30th June, 2023 which shows the state of the Company's trading affairs and financial position.

Principal Activities

The principal activities of the company are the provision water and sanitation services.

Results

The results ofthe Company for the Year ended 30h June, 2023 are set out on page I to 40. The net

profit for the period of Kshs 3,127 ,331 which has been added to retained eamings.

Dividend

The Board ofDirectors did not declare any dividends for the year ended 30th June, 2023.

Directors

The members of the Board of Directors who served during the year and to the date of this report

are shown on page vii to xi. In accordance with regulations of the Company Memorandum and

Articles of Association, Directors serve for a term not exceeding three (3) years' renewable for
another one term.

Auditors

The Auditor General.is responsible for statutory audit of Nakuru Water and Sanitation Services

Company Ltd in accordance with article 229 of the constitution of Kenya and Public Audit Act
2015,

By order of the Board

Eng. JAMES N. GACHATHI

SECPJTARY TO THE BOARI) Dated 2023
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NT OF DIRECTORS' Rf, SPONSIBILITTES

the Public Finance N4anagement Act, 2012 an

period and the operating results of the company for that yeariperiod. The
so recluired to enslirc that the company keeps proper accounting records which

12. t-qTA

cl Section 638 of The Kelyan
Compzuil 2015 require the Directors to prep'rre firralcial statentents in respecl o.t the
Company h give a true and fair vierv ofthe state ofaffairs of the Company as at the end of

Section I f

the finrur
Directors
clisc lose easonable accuracy the financial position of the company. Directors are also
rcsponsibl safeguarding the asscts of the company

l'he .t)ire responsitrle tbr the preparation trncl presentation o{'the Company's tinancial
staternerts glvc a true and fair view of the state of affajrs of the company for and as at thr
etul ot'th rcial year (period) cnclecl on Junr 30, 2023. 'l'his responsibilities iuctudes; (i)
rrralnlarni quate finarrciai managenren t anengetnents and cnsru'ing that these contjntle to be
etf'sctive out the reporting period; (ii; maintain propsr aocounting recorcls, which disulose
vyith reaso accuracy at any time the financial position of the company; (iii) designirrg,
irnplenr cl mairrtaining irrterntrl coutrols relevant to tlrc preparation ancl thir presentation ot'

h

the financi
to error cr

ents and ensuring that they are free &om material misstatements, rvhsther due(ir) safbguardirrg the rrssels ol'the conrpany; (v) selectirrg and applying
{rppropr'l unting policies: ancl(vi) making accounting e$timates that are reasonable in thc
clt'culnsla

The Di ep[ responsibility for the cornpany's financial statements, which have been
prepared u ppropflate accounting policies supported by reasonable ancl prudent judgenrerrt
rrnd e.ctimat conlb rmity with International Financial Reporting Standarcls (IFRS), the manner
required by
Companies

I'ublic Iinancial Management Act,2012, the Water Act, 2016 and thc Kenyan
2015

'I'he Dir of the opinion that the contpany's financial statements give a hue and fair vie.lv
of the.stale company' s transactions during the financial year ended June 30, 2023, antl of
tlre Corn n:ancial position as at that clate. The Directors further confirm the completeness
of the acco
preparation

g records maintained for the Company, which have been lelied upon in the
Company's financial statements as well as the adequacy of the systems o{'

intemal fi control

Nothing to the attention of the Directors to inclicate that the company will not
cern for at least the next twelve months from the clate of thii staternent.Iemrrln it go

.z.\ppruvtrl o firtancial statemeuts

The corn nancial statements ryvere approvecl by the Boarci on 27b September 202'3 llnd
signed orr its lI'by

x

tr:tu\{is'r' U. JAMES N. GACHAT'HI
]VIANAGING OI.Rf :C'IO.R
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REPORT OF THE AUDITOR-GENERAL ON NAKURU WATER AND SANITATION
SERVIC S COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

I draw y{ur attention to the contents of my report which is in three parts:
I

I

A. Reporft on the Financial Statements that considers whether the financial statements
are fafrly presented in accordance with the applicable financial reporting framework,
accothting standards and the relevant laws and regulations that have a direct effect
on thd financial statements.

B. Repof on LaMulness and Effectiveness in Use of Public Resources which considers
complfance with applicable laws, regulations, policies, gazefte notices, circulars,
guidelfnes and manuals and whether public resources are applied in a prudent,
efficieft, economic, transparent and accountable manner to ensure the Government
achietes value for money and that such funds are applied for the intended purpose.

l

C. Reporf on the Effectiveness of lnternal Controls, Risk Management and Governance
which iconsiders how the entity has instituted checks and balances to guide internal
opera{ons. This responds to the effectiveness of the governance structure, risk
managlement environment and internal controls, developed and implemented by those
chargdd with governance for orderly, efficient and effective operations of the entity.

An unmo{ified opinion does not necessarily mean that an entity has complied with all
relevant lpws and regulations and that its internal controls, risk management and
governanp systems are properly designed and were working effectively in the financial
year undel review.

I

The thre{ parts of the report are aimed at addressing the statutory roles and
responsibllities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finf nce Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report lwhen read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Dpinion

I have 
"rdit"O 

the accompanying financial statements of Nakuru Water and Sanitation
Services Qompany Limited set out on pages 1 to 55, which comprise the statement of
financial Ssition as at 30 June, 2023 and the statement of profit or loss and other
comprehehsive income, statement of changes in equity, statement of cash flows and

Report of the Auditor-General on Nakuru Woter and Sanitation Services Company Limited for lhe year ended
30 June, 202 J



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 Nakuru Water and Sanitation Services Company
Limited as at 30 June, 2023 and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Financial Reporting Standards (IFRS)
and comply with the Companies Act, 2015, the Water Act, 2016 and Public Finance
Managemenl Ac|2012.

Basis for Qualified Opinion

1. lnaccuracies in the Statement of Cash Flows

The statement of cash flows reflects increase in customer deposits of Kshs.11,213,306
which differs with the computed amount of Kshs.10,747,548 resulting to an unexplained
and unreconciled variance of Kshs.465,758. Further, the statement reflects net cash flows
from investing activities amounting to Kshs.66,429,984 which differs with the recomputed
amount of Kshs.66,895,742 resulting to unexplained variance of Kshs.465,758 which has
also not been explained or reconciled.

ln the circumstances, the accuracy of the cash flow statement could not be confirmed.

2. Non-Disclosure of Production Cost

The statement of profit or loss and other comprehensive income and as disclosed in Note
11 to the financial statements reflect general operations expenses amounting to
Kshs.585,259,214. The amount includes chemicals, electricity and bulk water
costsamounting to Kshs.8,084,947, Kshs.282,710,684 and Kshs.50,568,412
respectively all totalling Kshs.341,364,043 which are direct expenses on water
production. However, the cost of water production has not been disclosed separately in
accordance with Paragraph 103 of the lnternational Accounting Standards which
requires separate disclosure of cost of sales from other expenses. Further, the cost of
chemicals and bulk water has not been adjusted for opening and closing stocks
movements.

ln the circumstances, the statement of profit or loss and other comprehensive income is
not in accordance with the lnternational Financial Reporting Standards.

3. lnaccuracies in the Staff Cost Expense

The statement of profit or loss or other comprehensive income and as disclosed in Note
10 to the financial statements reflects staff cost of Kshs.290,768,518. The amount
includes gross salary and allowances amounting to Kshs.248,311,818 which differs with
the payroll amount of Kshs.246,445,926 resulting to unreconciled variance of
Kshs.1 ,865,892. Further, the staff costs amount includes increase in provisions for leave
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pay and gratuity of Kshs.2,250,173 and Kshs.1 ,077,021 respectively which were not
supported or explained.

ln the circumstances, the accuracy and validity of staff cost of Kshs.290,768,518 could
not be confirmed.

4. Unsupported Fuel, Oil, Lubricants and Gases Expenditure

The statement of profit or loss and other comprehensive income and as disclosed in Note
11 to the financial statements reflects general and other operations expenses amounting
to Kshs.585,259,214. The amount includes fuel, oil, lubricants and gases expenditure
amounting to Kshs.11,853,187. However, the expenditure was not supported by way of
fuel supplier statements and job cards for repairs. Further, procurement records for fuel
were not provided for audit review.

ln the circumstances, the accuracy and propriety of fuel, oil, lubricants and gases
expenditure amounting to Kshs.1'1,853,187 could not be confirmed.

5. Unsupported Central Rift Valley Water Works Development Agency Lease Fees

The statement of profit or loss and other comprehensive income and as disclosed in Note
11 to the financial statements reflects general and other operations expenses amounting
to Kshs.585,259,214. The amount includes CentralRiftValleyWaterWorks Development
Agency (CR\ M//DA) lease fees amounting to Kshs.39,468,545 in respect of loan
repayment to CR\A/tA/iiDA. However, the loan was not supported with loan agreement,
loan account and loan statement. Further, no explanation was provided for expensing a
loan repayment.

ln addition, the Company has not taken possession and ownership of the assets financed
by the loan. As previously reported, the lease fees relate to repayment of loan of
Kshs.994,706,658 procured from the African Development Bank (AfDB) through the
defunct Rift Valley Water Works Development Agency (R\ A//DA) in 2014. Although the
Company continues to service the loan, the outstanding loan balance is not reported in
the financial statements as required by the standards. This is also in breach of Section
628(3) of the Companies Act No.'17 of 2015 which requires accounting records of the
Company to contain day{o-day entries of all amounts of money received and spent.

ln the circumstances, the accuracy and validity of CR\AAMDA lease fees amounting to
Kshs.39,468,545 for the year ended 30 June, 2023 could not be confirmed.

The statement of profit or loss and other comprehensive income reflects income
tax expense totalling Kshs.13,015,523. The amount includes current year tax
assessmentsamounting to Kshs.7,231,929. Review of records revealed that the
Company contracted a tax consultant to carry out tax assessment. However, the tax
assessment report was not provided for audit review.

ln the oircumstances, the accuracy and regularity of income tax expense of
Kshs.7,231,929 could not be confirmed.

Attditor-General on Nakuru llater and Sonitalion Services Company Limited for the year ended
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7. Unsupported Propefi, Plant and Equipment

The statement of financial position and as disclosed in Note 16 to the financial statements
reflects property, plant and equipment balance of Kshs.780,733,160. The balance
includes additions during the year of Kshs.81,869,458. Review of records provided for
audit revealed that water meters valued at Kshs.25,087,918 were installed. However, the
list of customers connected with the meters was not provided audit.

ln the circumstances, the accuracy, existence and fair statement of additions to property,
plant and equipment balance of Kshs.81,869,458 could not confirmed.

8. Unsupported lnventories

The statement of financial position and disclosed in Note 19 to the financial statements
reflects inventories amounting to Kshs.41 ,765,724. However, the amount was not
supported with stock taking sheets. Further, the amount does not include the volume of
water which had been produced, stored or held within the distribution infrastructure as at
the end of the financial year.

ln addition, physical stock counts were not undertaken at least quarterly. This is contrary
to Section 162(2) of the Public Procurement and Asset Disposal Act, 2015 which requires
the head of procurement function to arrange for occasional visits of inspection to the
stores, at least quarterly in each calendar year, and conduct quarterly and annual
inventory and stock taking.

ln the circumstances, the accuracy and fair statement of inventories balances of
Kshs.41 ,765,724 could not be confirmed.

9. Unsupported General Reserve Balances

The statement of financial position and as disclosed in Note 24 to the financial statements
reflects general reserves balance of Kshs.262,893,992.The balance relates to operational
assets and liabilities amounting to Kshs.443,091,806 and Kshs.180,197,815 which were
inherited from the defunct Nakuru Municipal Council. However, ledgers and deed of
transfer in support of the inherited assets and liabilities were not provided for audit review.

ln the circumstances, the accuracy and completeness of general reserves balance of
Kshs.262,893,992 could not be confirmed.

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

The statement of comparison of budget and actual amount reflect final revenue budget
and actual on comparable basis of Kshs.1 ,184,724,287 and Kshs.1,090,131,618
respectively resulting to revenue shortfall of Kshs.94,591,670 or 8o/o of the budget.

The shortfall in revenue collection may have negatively impacted on the planned activities
which affected service delivery to the residents of Nakuru.

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. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Matters

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Concluslon

1. Significant Non-Revenue Water

The statement of profit or loss and other comprehensive income reflects operating
revenue amounting to Kshs.1,067,955,215. The amount includes water sales amounting
to Kshs.697,320,479 as further disclosed in Note 6 to the financial statements. Review of
records revealed that the Company produced a total of 11,966,661 cubic meters (M3) of
water out of which, 8,464,434 Cubic Meters (M3) of water was billed to customers for
Kshs.697,320,479 while the balance of 3,481,041 cubic meters (m3) or approximately
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Emphasis of Matter

ln the audit report of the previous year, several issues were raised under the Report on
Lawfulness and Effectiveness in Use of Public Resources and Report on Effectiveness
of lnternal Controls, Risk Management and Governance which have remained unresolved
as at 30 June, 2023.

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 laMulness and
effectiveness in use of public resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion



29o/o of the total volume of water produced represents non-revenue water. The non-
revenue water of 29% was over and above the allowable loss of 25o/o sel by the Water
Services Regulatory Board (WASREB) guidelines by 4%.

Further, the non-revenue water amounting to 3,481,041 cubic meters (M3) resulted in
loss sales amounting to Kshs.205,381,419 at the rate of Kshs.59 per M3 minimum water
sale tariff. ln addition, a Non-Revenue Water function has not been established contrary
to Paragraph 1.6.2 of Non-Revenue Water Management Standards in Kenya Guidelines
of June,2022.

The significant level of non-revenue water is an indication of ineffectiveness in the use of
public resources, which may negatively impact on the Company's profitability and its
ability to sustain its services.

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

2. Failure to Collect Debts

The Statement of financial position and as disclosed in Note 20 to the financial statements
reflects trade and other receivables totalling Kshs.703,163,439. The amount includes
receivables amounting to Kshs.393,936,068 due from thirteen thousand one hundred and
eighteen (13,1 18) customers' accounts which had been terminated or remained dormant
for over one year. Management has not made any effort to collection the debts. Further,
the amount includes a loan to NAWASSCOAL Company Limited amounting to
Kshs.17,477,375 which was not supported with loan agreement and has never been
repaid. The loaning is also not part of the objectives of the Company.

ln addition, the receivables include staff debtors amounting to Kshs.3,219,256 in respect
of fuel lost through fraud during the period of September to November,2020. Although
disciplinary action had been taken against the involved officers, Management of the
Company had not commenced recovery of the amount.

This is contrary to Section 5.4 of the Nakuru Water and Sanitation Company Limited
Finance Manual requires the Commercial Department to follow up and collect debts within
the agreed/allowed credit period. The credit period will be determined by Management
from time to time and may be revised by the Managing Director and Board of Directors,
as and when deemed necessary.

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

3. lrregular lnvestment in Short Term Deposits

The statement of financial position and disclosed in Note 21 to the financial statements
reflects short term deposit amounting to Kshs.50,000,000. Review of records revealed
that the investment was made in one of the local banks at interest rates of 9.3%. This is
contrary toThe National Treasury Circular Ref. DMD 4102'H'(63) of 26 March, 2018
which directed all State Corporations and SAGAs to invest surplus funds in Treasury Bills
or Treasury Bonds directly through the Central Bank of Kenya. Further, the local bank
was not competitively sourced contrary toSection 158 Public Procurement and Asset
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DisposalAct, 2015 which under Section which states that procurement of goods, works
and services shall be competitive.

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

4. Failure to Prepare Bank Reconciliation Statements

The statement of financial position reflects bank and cash balances totalling
Kshs.235,208,597. The amount includes Performance Guarantee bank account balance
amounting to Kshs.7,396,378 as disclosed in Note 22 lo the financial statements.
However, bank reconciliation statements for the Performance Guarantee bank account
were not prepared. This is contrary toSection 90(1) of Public Finance Management
(County Governments) Regulations, 2015 requires an Accounting Officer to ensure that
monthly bank account reconciliations are prepared.

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

5. Long Outstanding Debt to Centra! Rift Valley Water Works Development Agency

The statement of financial position reflects trade and other payables totalling
Kshs.508,869,225. The amount includes Kshs.275,796,820 due to Central Rift Water
Works Dovelopment Agency (CR\AMUDA) which has accrued since the year 2013. Failure
to pay the long outstanding payable is contrary toSection 94(1) of the Public Finance
Managemenl Act,2012 which states that a public entity is in serious material breach or
persistent material breach of the measures established under Public Finance
Managemenl Act,2012 if it fails to make any payments as and when due or default on
financial obligations for financial reasons.

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

The aud
Audit ln
requrrem
activities,
comply i

audit evi
conclusi

was conducted in accordance with the lnternational Standards for Supreme
itutions (lSSAl) 4000. The Standard requires that I comply with ethical
nts and plan and perform the audit to obtain assurance about whether the
financial transactions and information reflected in the financial statements
all material respects, with the authorities that govern them. I believe that the
ence I have obtained is sufficient and appropriate to provide a basis for my

REPORT
MANAGE

ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MENT AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) 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 overall governance were not effective.
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Basis for Conclusion

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions ISSAI 2315 and ISSAI 2330. The Standards require that lplan 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

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

l The Company's financial statements are in agreement with those records and
returns.

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 the 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 liquidate the company or 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.

Report of the Auditor-General on Nakuru Water ond Sanitation Services Company Limited for the year ended
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As required by Companies Act, 2015, I report based on my audit, that:



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 Responsi bilities 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 flnancial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit rcport in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:
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ldentify and assess the risks of material misstalement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

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

Perform such other procedures as I consider necessary in the circumstances

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

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

FCP cy at u u, CBS

Nairobi

26 March,2O24
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15. STATEMENT OF FINANCI.{L POSITION AS AT 30 JUNE 23

Assets

Non-current Assets

672,970,799Property, Plant and Equipment t6 780,733,160

t7 18,192,264Intangible Assets

108,824,208Leasehold Land and Buildings l6
100,000Investment in NAWASCOAL l8 100,000

27 40,643,381 33,537,630Defened tax Asset

Total Non-current Assets 839,668,805 844,,634,432

Current Assets

47,177,617Inventories l9 41,765,724

650,036,773Trade and Other Receivables 20 703,163,439

21 50,000,000Short Term Deposits

235,208,597 148,976,537Bank and Cash Balances 22

1,030,137,760 1,056,190,927Total Non-Current Assets

1,900,825J58Total Assets 1,869,806,565

Equity and Liabilities

Capital and Reserves

23 100,000 100,000Ordinary Share Capital

24(a) 262,893,992 262,893,992General Reserve

31,720,163 32,980,405Revaluation Reserve 25

26 203,108,198Retained Eamings
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540,325,200Trade and Other Payables 29 508,869,225

7,787,316Income Tax Payable ls (b) 5,292,469

162,123,818Refundable Deposits and Prepayments 172,871,366

2

Note I 2022-2023 i2021-22
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206,235,529
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16.STATEMENT OF CHANGES IN EQTTITY FOR TIIE YEAR ENDtrD 30JITNE 2023
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I I7.S:TATEMEN'I'Of'CASH TLOWS T'OR'I'Hf, Yf,.\R ENDf,D ]O JUNf, 2023

ts
c

{

3,127.331 9.439,409Profit or loss before tax

Depreciation 70.120.561 61,t24.9s2
Amortization of land and buildings 3,'t36,017
Amortization 16.8 17,53 1 14,902.913

Working capital changes

(Increaseldecrease in inventories
(Increase)/decrease in trade and other receivables

Increase/(decrease) in trade and other payables

Increase/(decrease) in provision for staffleave and
gratuity pay

5,411,893

(53,126,666)

(31,455,976)

3,327,194

I (25,2s3,20t)

64,606,946

(48,443,799)

765.870

Increase in Customer Deposit l1,213,306 6,573,661
Income Tax payable {2,494,847) ( 800,54 1 )
Defered tax asset (7 ,r}s ,7 sl)
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Purchase of Intangible Assets
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17

l6
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(22,8r r,066)
(210,000,000)
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Net Cash From/ (Used In) Investing Activities 66,429,984 (6t7,582,491',)

Cash Flows from Financing Activities
Crants From WSTF 31 3,967,500

Grants From UNICEF 31 17,270,090

Grants From KEHNA
Net Cash From(Ilsed In) Financin g Activities

3t
3,967,500

449,090.141

466360,t231

86,232,059 (64,570,0J6)
Increase/(Decrease) In Cash and Cash
Equivalents

quivalents at Beginning ofash and Cash E,

,t 148,976,538 213,546,514
.1 I

|tf,.arivalents at End of the Year ,) 235,208,591 148,976113?

6

\sns

T

I

t



z
*

{B
t!
!o

U)!

D

a6
6
Ga
oo
E
ts
E

r<a

F
o

E

(!
o

E

lll

!,
a
to

t)
a
.D

.D

ra

5l!
a!
!0

(!

o

l!(,
\J

TJ

9.(t

a
tr,
"1
FIz
F.t

E
o
7

P
7
IJD

z
!
EEc
o
F'
Fl
b
a)
ie
F
7

ezr{o
,rt

7
Ft

F'

F!

rql2
FI

z
FI
tJ
fJ,.,

Ed

A)

A
rnx
E
o

(A
o:
_il
a)

F]

a
!,
r!(a

vo
o

tt

_r,

TD

oo
5oo
o

o
E-tq)

3
0a

(a

o
c
(D

FZ(!O
d?
o16

OJ

oa

1-

t!

t-J
O

o

o\
\o
jo
-l
tJ

(,
UJ
6
g
\o
\o
UJ(,

IJ

a
oo

-5
tJ
o\
a
N)\o
o
\o

h)
-F.
tJ
o.s
._)r,tJ

t\)

\o5

"uJ
\o
@
6
o\5'N
o\\)

t\)
UJI
&(.r)
\.1
@
-.t

a

t.)
<)o
o

&5
._)
IJ&
t')
oa{

o
s
(+)€
@

{
Ii,

o'
l.J
ta
@

5
@

5
N\)
,\)o

(,(,
o\

5
\o
t.r)
u)

t.)\o

{
o\
@

!

\oo
L!)

o\
@

t.)

o
(,
oa\o
(.l)

Or
N)

o\
-_)
\o
(,,l

N)
(,,r

7,
<a

oo
6\o
(-r.)

t\)._i
Clt
N)

-J

\os
UJ
l\)
5
f.)
o\o\

ta

o

$(Jt

oo

5
o\

@
Fr.5

\o+
,o

o\\)

\o
tJ
O
N)

a)5

oo

(p
\o

ooi4 -9

1rflFE
FrrHi

gcFE*gEt-f
- EEE"TEaB

. f fr x cr H i =

H H T [E;;= B

; *iI * ixil;

!ot h.l:io:#(D',' ta

*Q.5.H
,D)*eBg=(D

'altr& t
es ts

E+
=f.-5or'5Ar=t

-.I

u,
to(rt
l\l
G.
NI

a
s
+g

1T

-c
6\



l>:
Itt,B'
:'' l

o

B

ral

E
a
E
(r)
!o
.!
I(!
ta

(D

(!

o

(!

(!

b.J

hJ
l.)

(

c

(
t

I
(

,

6
ia

(
c

!

r

:r

F
ta
ta

l!

!c

F,*
rt

.!
t?

€
!
\t

-i
E

Gix
a!

l!

5
{
\c
.Jl
6

o\

s'\o
,Jr{a
?
A

(!
!
(D
o
D'

o
F)

o-

?
!l

(}

oo

N)(,
{
t)

o
o,

o\
5
UJ*J
\o
IJ

{
t\)
56

o\(,

3

N

o^
!?(D
cio
-.8
3or
rr, o-
x
)i
(D

t':-'1 ,--iXC
Xa)
6-70:'Q
.{l-(D-t

(D
5

1..)

5t,O

-t.ts

l.-)
-J
l.rJ
\oo
\o

6

-I(,
Ul

.-)s
o
o\{
{(,

a
5
\)
a\o
\o

o\

\o\o-N
{5

a
,Jr

x
A[J

(.1-)

o\
o,6

t,
?
,I.
5
a-

N)
oo

6
€5
UJ

{'€{o
t\)

o\
o\

@

@
oo

o\

o\
o\
hJ
f.J
N)

@
:
O)
-.t
_--l5(,o

o\

A
hJ
co
UI5

O{
trJ
\o
oo
oo
\o\5

&o.
\o
UJ
oo-o
\o
f.)

s
6
@

s
oo

@

t\)
\o
t\)
5

e(,
U)
6IJ

UJ5(,
o.
NJ

\o

.E

r.,.)

-t
tj
\o

5
\o
-o
!\o

oo
o\
\o(,
oo
o\o
N)

t,

@
-J

{
o\
5
o.
!5

,o
o(,
tJ

oIi

{5
,Jl
tsJa
,Jl
t5

'.o
s^
N.)O

*
po
d,

@
90
+-
UT

< < o- rJEiHt'
'a\tAôaY
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Annual Report and Financial Statements for the year ended June 30r 2023

19. NOTES TO THE FINANCIAL STATEMENTS

1. General Information
Nakuru Water and Sanitation Services Company Ltd is established by and derives its authority and accountability from the companies Act
2015. The Company is wholly owned by the County Government of Nakuru and is domiciled in Kenya. The Company's principal activity is
provision of piped water and sanitation services. For Kenyan Companies Act reporting purposes, the balance sheet is represenEd by the

statement of frnancial position and the profit and loss account by the statement of profit or loss and other comprehensive income in these

financial statements.

2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis sxcept for the measurement at re-valued amounts of certain items of
property, plant and equipment, marketable securities and financial instruments at fair value, impaired assets at their estimated recoverable
amounts and actuarially determined liabilities at their present value. The preparation of financial statements in conformity with lntemational
Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. It also requires management to exercise judgement in the
process of applying the Company's accounting policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements are disclosed.

The financial statements have been prepared and presented in Kenya Shillings, which is the functional and reporting currency of the Company.
The figures are rounded to the nearest Kenyan shilling.

The financial statements have been prepared in accordance with the PFM Act, the State Corporations Act, Water Act 2016 and the Company's
Acl 2015, and Intemational Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently appliedto all the
years presented.

3. Application of New and Rcvised International Financial Reporting Standards (IFRS)

i, New and amended standards and interpretations in issue and effective in the year ended 30 June 2023.

IFRS 17 Lnsurance Contracts
(issued in May 2017)

The new standard establishes principles for the recognition, measurement,

presentation and disclosure of insurance contracts issued. It also requires

Effective for annual periods beginning
on or after l't January 2023.

9
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Annual Report and I'inancial Statements for the year ended June 30, 2023

similar principles to be applied to reinsurance contracts held and investment

contracts with discretionary participation features issued. The objective is to
ensure that entities provide relevant information in a way that faithfully
represents those contracts.

The Company does not issue inswance contracts

IAS (International Accounting
Standards) 8- Accounting
Policies, Errors, and Estimates

The amendments, applicable to annual periods beginning on or after lst
January 2023, introduce a definition of'accounting estimates' and include
other amendments to IAS 8 to help entities distinguish changes in accounting

policies from changes in accounting estimates.

The amendments are effective for
annual reporting periods beginning on

orafterJanuary 1,2023.

Amendments to IAS I titled
Disclosure of Accounting

Policies (issued in February

2021)

The amendments, applicable to annual periods beginning on or after lst
January 2023, require entities to disclose their material accounting policy
information rather than their signilicant accounting policies.

The amendments are effective for
annual periods beginning on or after
January 1,2023.

The amendments are effective for
annual periods beginning on or after
January 1,2023.

Amendments to IAS 12 titled
Deferred Tax Related to Assets

and Liabilities arising from a

Single Transaction (issued in

May 2021)

The amendments, applicable to annual periods beginning on or after lst
January 2023, narrowed the scope ofthe recognition exemption in paragraphs

15 and24 ofIAS 12 (recognition exemption) so that it no longer applies to

transactions tha! on initial recogrition, give rise to equal taxable and

deductible temporary differences.

The Directors hqve assessed the applicable standards and amendments. Based on their assessment ofimpact ofapplication ofthe above, they do

not expect that there will be a significant impact on the company's financial statements.

Application of New and Revised International Financial Reporting Standards (IFRS)

ii. New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2023.

The amendments are effective for annual
periods beginning on or after January 1,

2024. Earlier application is permitted.

The amendments, applicable to annual periods beginning on
or after lst January 2024, cluity a criterion in IAS I for
classifuing a liability as non-current: the requirement for an

entity to have the right to defer settlement of the liability for
at least 12 months after the reporting period

Amendments to IAS I titled
Classification of Liabilities as

Current or Non-current (issued
in January 2020, amended in
October 2022)

l0
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Annual Report and Financial Statements for the year ended June 300 2023

Prepaid Water Meter 5 years 20

Water Meters 7 years 14 28

A full year's depreciation charge is recognized both in the year ofasset purchase and none in the year ofasset disposal. Items ofproperty,
plant and equipment are reviewed annually for impairment and accounted for in line with the provisions in the standard.

e) Intangible assets

Intangible assets rrith finite useful lives that are acquired separately are carried at cost less accumulated amortization and accumulated
impairment losses. Amortization is recognized on a straight-line basis over their estimated useful lives. The estimated useful life and
amortization method are reviewed at the end of each reporting period, with the effect of any changes in estimate being accounted for on
a prospective basis.

Intangible assets with indefinite useful lives that are accluired separately are carried at cfit less accumulated impairment losses.

D Amortization and impairment of intangible assets

Amortization is calculated on the straighl-line basis over the estimated useful life ofthe intangible asset. All intangible assets are reviewed
annually for impirment. Where the carrying amount of an intangible asset is assessed as greater than its estimated recoverable amount,
an impairment loss is recognized and the asset is wrilten down to its estimated recoverable amount.

g) Investment property

Investment prop€il)*, which is property held to eam rentals and/or for capital appreciation (irrcluding property under construction for such
purposes), is measured initially at cost, including transaction costs. Subsequent to initial recognition, investment property is measured at
fair value. Gains or losses arising from changes in the fair value of investrnent property are included in profit or loss in the period in which
they arise. An investment property is derecognized upon disposal or when the investrnent property is permanently withdrawn from use
and no future economic benefits are expected from the disposal. Any gain or loss arising from derecognition ofthe properfy (calculated
as lhe differeace between the net disposal proceeds and the carrying amount of the asset,l is included in profit or loss in the period in
which the properly is derecognized.

h) Right of Use Asset

The right-sf-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before the
commencement day, less any lease incentives received and any initial direct costs. They are subsequently measured at cost less
accumulated depreciafion and impairment losses. Whenever the entity incurs an obligation for costs to dismantle and remove a leased

13
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Annual Report and Financial Statements for the year ended June 30, 2023

I Retiremert benefit obligations
The Company does not operate a defined contribution scheme for all full+ime employees. The company contributes to the statutory
National Social Security Fund (NSSF). This is a defined contribution scheme registered under the National Social Security Acr. The
company:s obliption under the scheme is limited to specific contributions legislated from tjme to time and is currently at Kshs. 1,080
per employee per month and also contributes to staffdefined pension scheme LAP trust is currently 15% of the basic salary and house
allowance per employee per month.

u) Provbiou for ilafileave pay
Employees' entitlements to annual leave are recognized as they accrue. A provision is made for the estimated liability for annual leave
at the reporting date.

v) Exchenge retedifferences
The accounting records are maintained in the functional curensy of the primary economic environment in which the entity operates,
Kenya Shillings. Transactions in foreign currencies during the year/period are translated into the frmctional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are re-measured. Any foreign exchange gains and 1osses
resulting from the settlement of such sansactions and from the translafion at year-end exchange rates of monetaxy ass€ts and liabilities
denominated in foreign currencies are recognized in profit or loss.

w) Budget information
The original budget for FY 2022-2023 was approved by the Board of Directon on 25h May,2022. Subsequent revisions or additional
appropriations were made to the approved budga in accordance with specific approvals from the appropriate authorities. The reduced
appropriations are deducted to the original budget by the entity upon receiving the respective approvals in order to conclude the final
budga. Accordingly, the Company recorded reduced appropriafions of Kshs 201,458,07 on the 2022-2023 budget following the
goveming body's approval. The Company's budget is prepared on the basis of actual income and expenditure and is disclosed in the
financial statements. The financial statements are prepared on accrural basis using a classi{ication based on the nature ofexpenses in the
statemert of profit or loss, whereas the budget is prepared on a cash basis. The amounts in the financial statements were recast from tlre
accrual basis to the cash basis and reclassified by presentation to be on the same basis
and actual amounls, prepared on a crrnrparable basis to the approved bu is then ed in

ell o amoun tn lnanct statements are also made for differencese
in the formats and classification schemes adopted for the presentation of the financial statements and the approved budget. A statement
to reconcile ttre actual amounts on a comparable basis included in the statement of comparison ofbudget and actual amounts and the
actuals as per tlr statement of Comprehensive income has been preserted urder section

17
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.\nnual Report and Financial Statements for the year ended June 30, 2023

r) Service concession arrangements
'Ihe Company analyses all aspects of service concession arrangements that it enters into in determining the appropriate accounting

treatment and disclosure requirements. In particular, where a private party contributes an asset to the arrangement, the Company
recognizes that asset when, and only when, it controls or regulates the services the operator must provide together with the asset, to whom
it must provide them, and at what price. In the case of assets other than 'whole-of-life' assets, it controls, tkough ownership, beneficial
entitlement or otherwise - any significant residual interest in the asset at the end of the arrangement. Any assets so recognized are

measured at their fair value. To the extert that an asset has been recognized, the Company also recogniz€s a corresponding liability,
adjusted by a cash consideration paid or received.

y) Comparative figures
Where necessary comparative figures fbr the previous financial year have been amended or reconfigured to conform to the required
changes in presentation.

z) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial statements for the year ended
June 30, 2023

5. Significanr Judgments and Sources of Estimation Uncertainty
The preparation of the Company's financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that aflect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability a{fected in future periods.

a) Estimates and assumptions
The key assumptions concerning the future and other key sources ofestimation uncertainty at the reporting date, that have a sigrificant risk
of causing a material adjusunent to the carryrng amounts of assets and liabilities within the next financial year, are described below. The
Company based its assumptions and estimates on parameters available when the financial statements were prepared. However, existing
cilcumstances and assumptions about future developments may change due to market changes or circumstances arising beyond the control
of the Company. Such changes are reflected in the assumptions when they occur.

18
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Annual Report and Financial Statements for the year ended June 30, 2023

Increase in provisions for Leave pay 2,250,173 400,414
Increase in Gratuity provision 1,077,02t 365,455

Terminal dues paid 421,692
Employer's contributions to NHIF 114.800 5? 500
Total 290,768,518 275,941.,O19
The average number of employees during the year 110 175

rations Expenses

Chemicals 8,0u,947 6,452,s2s
Electncitv 282,710,684 261,259,459
Fuel, oil- lubricants, and gases 11,853.187 7,857,111
Bulk rvater Costs 50,568,412 58,175,626
Office supplies s,673.097 6,021,%0
Uniform and protective clothing 3,192,362 2,272,W5
Telecommrmication 4,070,465 4,014,406
Postage and courier 3,249,U4 2,304-06,0
CRVWWDA lease fees 39,46E,545 39,46E,s4s
Insurance 4,364.5E3 3,557,536
Rent and Rates 600,000 627,1E0

9,241,0s0 7,037,390

4,2E4,s93
Security services 22,513,978 17,679,145
Medical Cover and Occupational Health 16,062,503 12,001.049

21

1 422-2J 1 I

Kshs

lI. General end O

2021-2022

kshsKshs

23zlt

I

Onsite sanitation

28,567.491 28,101,113
Sufflraidns anddevelopqlq.E! aq4 $&s€riptioss

fkrmeslic Trnvel ing aryl St,bSiStelCe

Bank Chargres 3,603,s95



\nnual Report and Financial Statements for the year ended June 30, 2023

Publicitv and advertising 6.148,155 5,743,45E
Audit fees 412,000 382.500

Legal fees 2-379.200 8,496,276

Consuhancy fees 11,496,080 9,066,973

Licensing and levies 49,710,478 47.728.674

Sports and recreation 1,582,500 5,119,450

3.850,925 6,s67,168
Donations/CSR 559,430

Hospitaliry" expenses 2.12?,810 1,944,395
Printing and Stationery 8,113,672 5.089.636
Literature & periodicals 2E4,040 760,406

Bad debts written otl %4,510
Sewerage disposal fees

Total 5E5.259,214 560,114,E00

The CRVWWDA loan repayment amount of Kshs.39, 468,5/t4.80 relates to servicing of a prirrcipal loan of Kshs994, 706,658.00 which
RVWSB/CRVWWDA took from African Development Bank for the construction of Olbanita water project which the company is using to
produce water.

ADB Loan Movement

Principal Loan Amounl 991.,267,572 99L,267,572
lnterest Accrued as at 30th June 43L,070,873 431,070,873
Total 1,422,338,445 L,422,338,M5
Amount paid as at 3fth June,2023 {315,748,361) (269,701,723)
Outstanding amount l,l06,5go,084 1,:l52,636,722

22

I Conference expenses_

21t22-23 2021-2022Description
p.in"ip"l l-o- arnruni lr,t";ert Aci;r;d rnd ,rniffi E;oem",| kShs

Dcscription
Principal l-orn Amount, lnterest Accrued end Amount k,x

2022-23

lish"-
2021-2522

Ksil---



Annual Repo rt and Financial Statements for the year ended June 30, 2023

99L,267,572Principal Loan Amount
431,070,87343t,070,873Interest Accrued as at 30th June

L,422,338,+45L,422,338,+45Total
(420,873,765){+60,282,316)Amount Expensed as at 30th hne,2023

1,001,524,680962,056,129Outstanding amount

420,873,765+60,282,3t6Amount Expensed as at 30th June

t26e,70r,723)[315,748,361)Amount paid as at 30th June

ls,-,LlZ,o43144,533,955Outstanding amount

12. Board Expenses

13. Maintenance ExPenses

942,864864,292Chairman Honoraria
8,08s,0003,535,000Sitting allowances
1,161,316214,120Tmvel and accommodation

913,1201,551,380B.O.D Hospitality
11,102,3006,164,792Total Board Expenses

16,061,47415,987,251Plant and Equipment
4,'150,89219,102,877Buildings

35,108,12852,246,801Infrastructural networks
5,565,3195,029,04tMotor vehicles

23

99L,267,572

2022-23Description
i KShsAmount Expensed ud antount paid

2021-2$22

i KShs

I KShs I

z02t-2021

KShs

2022-23Description

2022-23 2021-2022

KshlKshsDescription
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Software 10,576,998 7,374,317

ICT 695,980 211,151

Fumiture 1,219,200 653,084

Total Maintenance Expenses 104,85E,14E 69,124359

14. Depreciation and Amortization Expenses

15. Income Tax Expense/(Credit)
Current taxation

The company has initially inhoduced deferred tax and hence the opening balance have been re stated in accordance with the deferred tax
computation.

Reconciliation oftax expense/ (credit) to the expected tax based on accounting prolit

64,860,969Property, plant, and equipment 70,120,s61

Intangible assets 14902,913

Total Depreciation and Amortization 86,938,092 79J63,882

Current taxation based on the adjusted profit for the year at30o/o 12,889,345

Current year tax assessments 7,231,929

Current year defened tax charge (7,10s,7sl) (37,685,340)

Prior year under-provision for deferred tax 71,222,970
Total 13,015,523 33,537,630

Profit before taxation 16,142,954 22,689,831

24

Description 2022-23
I

20zt-2022
KShs KShr

16,817,531

2022-23 2021-2022

(Restnted )

Kshs Kshs

t_ 2022 2021-2022(Restrted )
Kshs Kshs



Nakuru Water and Sanitation Services Company Ltd
Annual Report and Financial Statements for the year ended June 30, 2023

Add: not deductible for tax 90,265,286 80,529,752

Less deductible for tax s (63,443,6s1L (59,05 1,5 10)

Ad usted rofit for tax 42,964,483 44,168,073

Tax loses B/F
Totsl prolit C/F 44,158,073

8,587,8577,787,316Income tax le bf
13,250,422De-reco ition of income tax ex se due to deferred tax com o11

7,231,929
50,422i312,889,345for theIncome tax

t4 050,963(22,616,121)Tax Paid
7,787,3L5s,292,469Tax payable

15. INCOME TAX PAYABLE

16. Prope rty, Plant and EquiPment

Cost Or Valuatiott
1,191,166,967444,521,34221,171,19131,605,13187,455,67Its7,261,873184,725,972125,528,261144,891,520t July l,2022

8 r ,869,4584,388,8003,529,7923,795,57811,832,00013,618,28019,617,08925,087,918Additions
5,426,8005,426,800

Additions gants

Disposals
1,284,463,225454336,94224,706,9893s,400,70999,287,611170,880,153204J43,06r150,616,179144,891,520At June 30, 2023

Depreciation
4t5.311,96115,531,10121,426,33641,564,12690,693,436117,,714,21686J15,43436,061,312At July l,2022
70,120,s60t,576,30'l4,83't,692r 8,684,20020,308,1147.811,07513,t48,5121,606,711Charge For the Year

r,260,424
1,260,424Charge for the year Revaluation

t6,9'77,3026l 8,86916,3s8,433Charge For the Year Grants
s03,730,06511,726,17132,,264,02860,248,326I I I,001,550141,943,12499,46341,082,214At June 30 2023
780,733,160454,336,9426,980,1123,136,68139,039J4ss9,876,60362J99J38s1,1s2,233103,809J06Net Book Value At June 30'

2023

Property, Plant and EquiPment

25

42,964,483

2$7.1t/2$21202v2022Currenl'I'axation

Additional assessment

M otor
vchictrr.

I lncluding.
I motor
I cvclcr

I OIIice
lE,quipmcnu
lEl..tri"
lr.n..,
I Furniturc &
lfi,rinn.

I otnIlrl'rtcr llletsrs

20zz-2!

I Wrtrr & Sewer
llnfrrsrructurc

jConrputcrs
I rnd rrlrttd
I t-quipmeot

lPumpr&
lltlotorr

Crpitel work
in progrcar

[*rrc hold
lrnd rod
Buildingr



rnual Report and Firancial Statements for the year ended June 30r 2023

Cost or valuation
At July 1,2021 593,842,652t09962,08

7

150224333 88,949,441 48,705,671 30,170303 20,939397

Additions for the year 15,566,174 580,513,24911,690,573 68,312,432 38,750,000 1,434,928 237,800 444,521,342

Additions for the year
Grants

22,811,066 22,81t,066

Disposals for the year

At June 30,2022 144,E91,520 123,52E,261 1E4,123,972 131,261,813 E7,455,.671 31,605,131 21,777,197 444,521342 1,197.,166,967

Depreciation
At July 1,2021 31,071,053 76217 )0E 69,549312 22,839,926 21,419,929 13,61E,E22 316,52E,001

Charge for the year 3,736,017 10,098,126 3,85E,6E5 21,144,124 tE,724,200 6,006,407 l,2g3,4lo 64,860,969
Impairment loss 1,260,242 1,260,242

32,103,880 618,E69 32,722,749
disposal

As at 30ti Jtne 2022 36,067 312 86.315,434 117,774216 90,693,436 41,564,126 15,531,101 41s371,961
Net book value

108,824,20E 39,212,827 66,951,756 66,56E,437 45,891,545 5,646,096 444,521342 781,795,006

Capital work in Progress relates to re-location of water and sewerage infrastructure along Nairobi- Nakuru highway Bamabas - Njoro [rn off to
paYe way for the construction of the highway. The Funds were provided by Kenya National Highway Authority and construction of Public
Sanitation Facility at Heshima funded by Water sector Trust fund.

26

2021-22 l,casc hold

land and

Buildingr

i Weter
I ru"r"..

I w;Gr &
! s"*""

l'umps & Motor
vebicles,

lncluding,
motor
cyclcc

Computer Office
Equlpment

Crpital
work ln
pnogrelN

Tota l

Motors I r and

related
Equipmen

t

lnfrs$truct
U f'8

, Electrlc
fence,

Furniturc
& littings

144,891,.520

E1,E11,651

27,426,336

At June 30,2022 4,17E,195



Nahuru Water d Sanitation Services Company Ltd
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Notes to the statements (continued)
LEASE H AND AND BUILDING

The company N4kuru Municipality Block 4127 along government road was on 25th August 201 1

re-valued to K 50,b00,000 by professional valuers Messrs Hectare & Associates of P.O Box 4170

e rQsultant incremental value of Kshs 37 ,922,895 was incorporated in the Financial

relates to the Company Head office block and central Zone office along
-20100Nakuru.
Statements. The
Govemment Municipality Block 4 I 27

Lands and buil hNve been classified under Property, Plant and Equipment as per the requirement

of ttre Financial S rnents template

17. Intangible

COST
144,891,52094,891,52050,000,000At July 15t 2 '21

Additions

Disposals
l

144,891,52050,000,000 94,891,520At June 30rh 2022

I

AMORTISI
(31,071,053)(17,532,051)zt (13,539,002)At July 1st 2,

(3,736,017)(3,287,584)lar (448,433)Charge for t ey
fiJ60242)valr {L26L242\Charge on rr ration

Q6,067,312)(20,819,635)02:I (15?,47,677)At June 30th

NET BOOK
'/ALUE 108,824,20874,071,88434,752324At June 30 2 .,|

Cost
49,98 r ,01 s64,239,19sAt July l"

5,808,000 I 4,258,180Additions I
I

Disposals
64239,19570,047,195At June 306

AMORTISATION
(20,r34,487)o5,a37,400 )At July

(16,8r7,s3r ) (14,902,913)Charge for the year
Disposals
Impairment loss

(35,037,40Q)(5X,854,qI1)At June 306
Net book value

D,2,9L125aMatuA.t June 30d

)1

(Kshs)
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The old software is firlly amortized and the company has replaced all software with a new ERP

18. Unquoted Investments

The company owns 100o/o shares in NAWASSCOAL which produces briquettes

19. fnventories

The inventories relate to consumable materials for operations and maintenance

28

Cost
I00,000At July l't 100,000

Additions
Disposals

100,000 100,000At June 30th

IMPAIRMENT
At July l"t
Disposals
At June 30s

100,000100,000IYET BOOK VALUE

ShsNo No No Shs Shs

100,000NAWASSCOAL 100,000 100,000100

100,000100 100,000 100,000

10,704,790Inventory- Chemicals 4,425,819
494,961Water For Life Project (WFL) 225,014

2,791,809Stationary & Accessories 3,194,727
758,28s 846,935Revolving Funds Project

6,r96,780Water Meters 7,570,250
2,485,496Water Networks Extensions 1,544,084

3 8,13 0Sewer Maintenance Fittings 3 8,130
2,522,4694,163,160

702,540Protective Clothing & Clothe
6,225,517Electromechanical 6,396,140
4,478,824Pumps & Motors 4,375,414

20,764Tools 125,864
8,742,168 9,581,022Water Pipeline Maintenance Fittings

87.580Motor Vehicle Spare Parts 206.668
47.177,617Total 41,765,724

I
I

Other Stocks
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Receivables

20.

Reconc of Impairment Allowance for Staff Receivables

649,346,561 597,514,886Nct trade receir rble (Note 20 a)
Other Receivab )s

hvn 11,313,12711,313,32"1Doposits and pre lents
15,093,23015,093,230VAT recoverabl

29,66636,619Staff receivables Nole20b)
3,219,2563,219,256l'gu ; M Muchai, G. Nyaata & B. MuibuStaffDebtor-A 1

Loa 17,477 ,37517 ,477,375NAWASSCOAI I
201,686 202,541Cash collection t ,PO ;ta

1,869,6172,893,486Accrued Interest nNAWASSCOAL Loan
3,316,8753,581,899Accrued interest F fl: red Deposit

lthe 650,036,173703,163,439Total trade and r' receivables

s98,479396649,346,s61Trade receivables
(964.510)Bad debts written rff

bles 597,514,886649346,561Net trade recdvr

As at June 30, tt agl of the trade receivables was as follows:
5,364 I8,778,497Less than 30 days
1,458,4345,778,508Between 30 and 6 rda' /S

5,652,77912,206,096rda /sBetween 61 and 9
10,663,8r 8I I,44't,,9140dr tysBetween 9l and 1

s63,843,9846i 1,135,545Ovcr 120 days
649,346,561 597,514,885Total

29,66636,619
Ld cesGroos staff loans a

rment lossProvision for impz

within one yearLesg: Amounts du

one yearAmounts due aftr

28,33429,666the yearAt the beginning o
187,920266,422rs during the yearAdditional provisir

(189,766)(2s9,469)re yearRecovered during I

C)C)le y€al'Writen off during
29,,66636,619At the end of the y

') t,

20. (c)



Nakuru Water and Sanitation Services Company Ltcl
Annual Report and Financial Statements for the year ended June 30,2023

21. Short Term Deposits

The company on23'd hne,2022 invested Kshs160M in a fixed deposit account at Cooperative bank
at interest rate of 9.75o/o wbtchmatured on23'd June 2023 and credited back into the Savings Bank
together with the interest.

On 7th October,202l the Company also invested Kshs 50m in a fixed deposit at Cooperative Bank at

interest rate of 8.25% which matured on 7th October,2022. The Kshs 50 million was re invested in
fixed deposit on 1 9e October 2022 at interest rate of l0.25oh pa and will mafure on l9e October 2023 .

The company has accrued interest up to 30th June 2023 amounting to Kshs 3,581,899 for the fixed
deposits.

22. Bank and Cash Balances

Detailed analysis of the cash and cash equivalents

Commercial banks
160,000,00050,000,000Fixed deposit- Cooperative Bank
50,000,000Call deposit-Cooperative Bank

210,000,00050,000,000Accumulntetl f nvestments

148,835,909235,115,031Cash at bank
Cash in hand

140,628Mobile money account
149,976,537235208,597

a) Current account
Commercial banks

51,406,953s,6r0,06301136087fl.8601Co-operative bank (Revenue A/C)
13,53t,914t5,t38,77901136087648600Co-operative bank (Expenditure A/C)
33,646,478I 88,6ss, r 280i 100087648600Co-operative bank (Savings AiC)

6,2691,94901136087648611Co-operative bank (Water Won A/C)
159,5383,49301136087648612Co-operative bank (NACOSTEC A/C)

83001136087@8613Co-operative bank (WSTF CLSG A/C)
27,869,94212,011,60801136087648614Co-operative bank (KeNtIA Pipeline reJocation A/C)

7,396,3787,396,37801246087648600Co-operative bank (Perfiormance Guarantee NC)
992,071r,028,850Co-operative Bank Heshima UPC Project

2,0000t 141087648600Co-operative bank (WSTF CLSG A/C)
100,000012460876r'.8601Co-operative bank (WSTF CLSG Escrow A./C)

11,r65,8373,860,402018000046253Family bank - revenue collection
2,659,6991,306,3810310261237839Equity bank - revenue collection

140,62893,566ttt444Mobile money account
148,976,537235208,597Sub- total

Others
SuF total

30

93,s66

0i 136087648615
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sb) Or r - call dep
mmercial ban SCc

f'lr hers

Sub- total
red deposits a couc) Fir

.SC >mmercial t
Ot

b- totalSu

v)d) or hers(specif
Cash in toansit
Cash in hand

Su b- total
t48916,537235208,597and totalGI

Nre

Autl
100,000100,000

res ( value eachKshs.20)0 ordinary sh,5,0!

aidred and fullytrssr
100,000100,000

:es ( rf Kshs.20 par value each)0 ordinary shr5,0(

lesi

091 806443,443,09t,806nts btors( lustomer Accc
( 168, 490 370(168,490,370)lonI\ lational Water

(6,14s,r00)(6,145,100)Penst
455( s.562.345)SSFlr

262262,893,992I OTAL

Nskuru Water Sanitation Services ComPanY Ltd
ual Financial .Statements for the Year ended June 30,2023

23. Ordinary C pital

a,l (a) Gene

In accordance provisions of the water Act 2002, Nakuru water and Sanitation Services

Company L ed responsibility of providing water and sanitation services in the jurisdiction

of the defunct Municipal Council with effect from lst June 2004. To facilitate this service

provision, onal assets and liabilities were assigned by the Director of Water -Ministry
of Water Reso t and Development

The operational included customer accounts arnounting to Kshs. 443,091,806 while the

cluded amounts due to National Water Corporation Kshs. 168,490,370, KPLCoperational liab
Kshs. 45,108,01 employees' statutory deductions Kshs.1 l, 707,446 all amounting to Kshs'225'

305,830 were as to the company for the time being subject to resolution with the Treasury -

Ministry of F verall the net operational assets amounting to Kshs.217, 785,976 were included

as a capital ln the Financial Statements
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The company on I 6ft June 201 I wrote to the Rift Valley Water Services (RVWSB) requesting them to
negotiate on its behalf with the Miuistry of Water and irrigation, Ministry of Finance and National
Water Conservation and Pipeline Corporation to write off the liability of Kshs. I 68, 490,370.

Further the company on23'd June 2011 and l7u may 2Afi wrote to Kenya Power requesting them to
provide us details on how the Kshs.45, 108, 015 was settled because the current bills had been up to
date.

On 26th July 201I Kenya Power responded that according to their records there was no amount owing
and that it was not possible to provide the details of who seuled the bills. In view of the Kenya Power
response, the Board ofDirectors resolved that the amount be written offagainst the capital reserve that
was created at the Company at inception. After the adjustment and payment of staff ernployees'
deduction (Pension to LAPTRUST) Kshs.6, 145,100 the Non -current accounts payable reduced to
Kshs.174, 052,100 as at 30th June 2019 while the general reserye increased to Kshs.262, 893,991.

24 (b) Non-Current Accounts payable

This relates to operational liabilities transfened from the defunct Municipal council of Nakuru to the

company in 2004. The amounts were due to National Water Corporation Kshs. 168,490,370, KPLC
Kshs.45,108,015 and employees' statutory deductions Kshs.l1, 707,M6 all amounting to Kshs.225,
305,830 were assigned to the company for the time being subject to resolution with the Treasury -

Ministry of Finance.

The company on 166 June 201 I wrote to the Rift Valley Water Services (RVWSB) requesting them to
negotiate on its behalf with the Ministry of Water and irrigation, Ministry of Finance and National
Water Conservation and Pipeline Corporation to write offthe liability of Kshs.168, 490,370.

Further the company on23'd June 201 1 and 176 may 2016 wrote to Kenya Power requesting them to
provide us details on how the Kshs.45, 108, 015 was settled because the current bills were up to date.

On 26fr July 201I Kenya Power responded that according to their records there was no amount owing
and that it was not possible to provide the details of who settled the bills. In view of the Kenya Power
response, the Board of Directors resolved that the amount be written off against the capital reserve that
was created at the Company at inception. After the adjustment and payment of staff employees'
deduction (Pension to LAPTRUST) Kshs. 6,145,100 the Non -current accounts payable reduced to

Kshs.l74, 052,100.

The Kshs. 100,000 relates to Investment in NAWASCOAL which produces briquettes

168,490,370 168,490,370National Water Corporation
5,s62,345NSSF 5,s62,345

100.000Share capital in NAWASSCOAL 100.000
174,152,715 174,152,715TOTAL

32
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25. Revaluatio

The prior year

tax.

I'Ve

26.

The company , Nakuru Municipality Block 4127 along govemment road was on 25th August 2011 re-

valued to Kshs. ,000,000 by professional valuers Messrs Hectare & Associates of P.O Box 4170 -20100

Nalorru. The tarrt incremental value of Kshs. 37,922,895 was incorporated in the Financial

Statements. The rrilAiogr relates to the Company Head office block and central Zone office along

Govemment *t*, Municipality Block 4127

The retained e

However, the

gsl represent amounts available for distribution to the NAWASSCO shareholders

to6 did not declare any dividend. The undisributed retained eamings are utilised

to finance the N ASSCO business activities

in$d earning Kshs 169,570,568 has been restated due to incorporation ofdeferred

27. Deferred Tax

Deferred tax is dt"d on all temporary differences under the liabilify method using the enacted tax

rate, currently 30 The net deferred tax Asset alyer end is attributable to the following items

34,240,64732,980,405office blockaaa
I

aluation o t

(r,260,242)(1,260,242)ationAmofiization on
32,980,40531,720,163Total

r 60,13 r,159203,108,198As at I July
7r,222,9',10prlor years/peri odsDT not recognized i

(37,68s,340)iathe year2022Deferred tax recogr
3,127,331Profit for the year

Divi&nds declarcdT
I

203,108,198206,235,529As at 30 June

31,294,81537,402,407allowancesAcCelerated capitj

pins(losses)Unrealized exchai

Revaluation sulplr

Tax losses carried
2,242,8163,240,974ities and chargesProvisions for liab

33,537,63040,643381Net deferred tar ,

9,439,409
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The company has introduced deferred tax for the first time. The opening balance in the statement of
financial position has been restated due to the infioduction ofdeferred tax.

The movement on the deferred tax account is as follows:

28. Provisions

Provisions details

29. Trade and Other Payables

The customer's prepayments prior year Kshs. 24,752,186 has been classified under Note 30

Refundable Deposits and Prepayments

33,537,630Balance at beginning of the year
Credit to revaluation reserue

71,222,970Under provision in prior year
7,t05,751 (37,68s,340)Income statement charge(credit)

33,537,63040,64318IBalance at end of the vear

7,476,Os23,234,587 4,24t,465Balance at the beginning ofthe year l* luly 2022
3,327,1942,250,173 1,077,021Additional Provisions

C)G) C)
Provision utilised

Change due to discount and time value for money

10,803r465,484,760 53r8,486Balance at the end of the year 30tr June 2023

3,234,s8'l5,484,760Current Portion of Provisions

4,241,4655,318,486

7,476,05210,803,246Total

526,154,8s7499.065,790Trade payables

laJ1934i9,803,434Other payables
540J25,200508,869,224As at 306 June,

34

{\

Long-term portion of Provisions
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Analyris r de and other Payables

30. Refundable and Prepaymeuts

Aging Anatysto r Refundable Deposits and Prepayments

The company aged the above Refundable deposits as they relate customer deposits which aret
refundable after er account closure and customer prepayments which depend on customer

water and nsumption and are only refirndable after account closure together with deposit

3r. rred

The deferred inco Was classified under Non-current liability in the Statement of the Financial

Position in the year but has now been classified under Current Liabilities as per the

cial reporting template.

t0%29% 52,6r 0,03177,091,917Under one year

197,748,006 37%55%l-2 years

2-3 years

53%15% 289,967,163275,796,820Over 3 years

s40,325,200508,869324Total

130,797,972137,371,632Customer deposit
7,789,1717,21 5,188I during the yearAdd: deposits rec lve(

1,215,5111,598,678Less: Refunded d iposr ts during the year

24,',t52,18629,883,224Prepayments by c Lstolners
162,123,818172,871366Total

9,255,73711,240,944Grant from WSTI
2020:rs t ry SUWASAGrant Prepaid Me

29,,103,48119,733,522

1,8s6,6051,237 ,736JOv ent of NakuruGrants by County
20,571,67615,565,496Grants by UNICE

449,090,141449,090,,141Grants by I(ENHI
509,871,661496,867,860omeTotal deferred in

requirement of

Annual Report

155,980,487

Grants by Vitens Bvides
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32. Notes to The Statement of Cash Flows

458,345,878 509,877,660
Balance brought
forward 1,855,605 49,675,177

3,967,5003,967,s00Additions
(t6,977,302)(1,982,293)Arnortization (6r 8,869) (14,376,140)

Balance carried
forward

460,331,085 496,402,1021237,136 35299,037

(a) Reconciliation of operating profit/Qoss) to cash generated
fromi (used in) operations

9,439,409Profit or loss before tax 3,r27,331
6t,124,95270,120,56rDepreciation
3,736,017Amortization of land and buildings

14,902,91316,817,531Arnortization
Working capital changes:

5,411,893 (25,2s3,201)(Increase)/decrease in inventories
64,606,946(s3,126,666)(lncrease/decrease in hade and other receivables

(48,443,799)(31,45s,976)Increase/(decrease) in trade and other payables
765,870Increase(decrease) in provision for staff leave and gratuity pay 3,327,r94

6,573,661Lncrease in Customer Deposit and customer prepayments 10,747,548
(2,494,847) (800,54r )lncome Tar payable
(7, r 05,7s 1)

86,652227Cash generated from/ (used in) operation 15,368,818

(b) Analysis of changes in loans

Balance at beginning of the year
Receipts during the year

Repayments during the year

Repayments of previous year's accrued interest
Foreign exchange (gains)/losses

Accrued interest
Balance at end of the vear

(c) Analysis ofcash and cash equivalents

210,000,00050,000,000Short term deposits
148,976,537Cash at bank 235,208,s97

C)r-)Cash in hand

358,976,537285,208,597Balance at end of the year
(d) Analysis of interest paid
Interest on loans
lnterest on bank overdraft

36

The deferred income movement is as follows:

Deferred Tax Asset
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Otber Disclosu

T sactions ted parties

Interest on leae
Interest on loans :alised

Be lance at begin of the year

Balance at end o year

Interest paid

I--r
(e) Analvsie o dir idend paid

Balance at begrn 1i]g cf the year

2022 clividends I
lheEttlrltlfliEt

ID ffi m

a) Sales to reletr lpa rties

1'7,466,26123,060,60sSales of goods /ser ttce r to County Govemment of Nakuru

45,777,81939,060,605enclesWabr sales to Go' ag
406,159 r02,932ces ToNAWASCOALSale of goods /sen

62,527,369 63,347,032Totrl

b) Purchases fron relr rted parties

Purohase of water Govt service providers

Ult*ilGlftF
ITGEFETT

II

37

Arrual Reportl

33. Related Partdptuqlocures

Coqnty Govenlent of Nakuru
The,County Govffient of Nakuru is the principal shareholder of the Company, holding 100% of the

Corfpany's eqUr* inierest. The County of Goyemment of Nakuru has provided full guarantees to all

lon{+ern *r+lPrt" Company, both domestic and extemal.

Othtr related narfibs flude:
r The Cow{f Dfpartment in charge of Water

r County Clverirment of Nakuru
o Water wofts d.gemcies

: $li*X[*l* 
services Reguratory Board)

o Water Seftr trust rund
. Key mana#meht
r Board of flreciorsr NAWASSfiOA|. Company Ltd
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Rent expenses paid to Govt agencies
Training and conference fees paid to govt. agencies
Bank charges paid to Govt Cornmercial banks
lnterest expense to investments by other govt. entities
Others (specify)
Total
b) Grants from the Government
Grants from National Govt Agencies 3,967,s00
Grants from County Govemment
Donations in kind

3,967,500Total

c) Key management compensation
1r,102,300Directors' emoluments 6,164,792

46,823,961 36,886,t25Compensation to key management
52,988,753 47,988,425Total

34. Capital Commitments

Capital commifinents at the year- end for which no provision has been made in these financial
statements are

This relates to re-location of water and sewerage infrastructure along Nairobi- Nakuru Highway
Bamabas-Njoro turn offto pave way for the construction of the highway. The Funds were provided by
Kenya National Highway Authority.

Contingent Assets and Liabilities

The company had 23 court cases relating to customer's disconnection disputes. The Company does

not expect material awards by the courts from cases.

In the opinion of the directors, no provision is required in these financial statements as the company

had no contingent liabilities in respect of bank, guarantees and other matters arising

35. Financial Risk Management

The Company's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign crurency. The company's overall risk management programme

focuses on unpredictability of changes in the business environment and seeks to minimize the potential

38

642,179,966Amounts authorized and contracted for 642,179,966
Amounts authorized but not contracted for

(444-521-342)(448-ql0-142)Less: Amounts included in Work in progess
197,658,624193,269,824Total funds
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i. Credit risk

The Company

amounts in firll
as well as trade

on pnor expen

Credil Rish

The customers

credit risk associ

.i Fanitation Services ComPanY Ltd
Financial Statements for the Year ended June 30,2023d

adverse effect o { rirkr on its performance by setting acceptable levels of risk. The company does

not hedge any ri r $a nur in place policies to ensure that credit is only extended to customers with

Management ass se$ th€ credit quality of each customer, taking into account its financial position,

past experience olher factors. Individual risk limits are set based on intemal or external assessment

ftrits set by the directors. The amounts presented in the statement of financial

l{wances for doubtfirl receivables, estimated by the company's management based

aria teir assessment of the current economic environment.

in accordance

position are nel o

tlhistory. The company's financial risk management objectives and policies are

osure to credit risk, which is the risk that a counterparty will be unable to pay

credit risk arises from cash and cash equivalents, and deposits with banks,

receivables and available-for-sale financial investuents.

the fully performing category are paying their debts as they continue trading. The

lvith these receivables is minimal aud the allowance for uncollectible amounts

The carrying offinancial assets recorded in the financial statements reptesenting the entity's

malgmum expos

up as follows:
td credit risk without taking account of the value of any collateral obtained is made

that the com haS recognised in the financial statements is considered adequate to cover any

potentially irreco He amounts. The company has sigrrificant concentration of credit risk on amounts

due from domesti consumers

The board of r$ sets the company's credit policies and objectives and lays down parameters

.ous aspects of credit risk management are operated.within which the

ii. Liquidity risk

At 30 June 2023
393,614,261255,732,300649,346,561excl e transactionsReceivables from

algL;g1Bank balances
393,614,261490,940,897884,555,158Total

At 30 June 2022
rvc] 362, 195,466235,319,420597,514,886tange transactionsReoeivables from

1A3.9J_6J77143915j37Bank balances
362,195,466384295,957746,491,423Total

anagement

:)
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Ultimate responsibility for liquidity risk management rests with &e Company's directors, who have

built an appropriate liquidity risk management framework for the management of the Company's short,

medium and long-term firnding and liquidity management requirements. The Company manages

liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial

liabilities by their remaining contactual maturities at the reporting date. The amounts disclosed in the

table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying

balances, as the impact of discounting is not significant.

iii. Market risk

The board has put in place an intemal audit firnction to assist it in assessing the risk faced by the entity

on an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting and

operational confrols.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the entity's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk exposures

within acceptable parameters, while optimizing the retum. Overall responsibility for managing market

risk rests with the Audit and Risk Management Committee.

The company's Finance Department is responsible for the development of detailed risk management

policies (subject to review and approval by Audit and fusk Management Committee) and for the day

At.l0 June 2023
42t,973,873 499,065,79021,2t7,2t6Trade payables s5,874,701

10,803,24610,803,246hovisions
496,402,102496,402,102Deferred income

9,803,434 9,803,434Other payables
1,016,074,572938,982,65555,874,701 212t72t6Total

At 30th June 2022
526,t54,85714,543,602 459,001,224Trade payables 52,610,031
137,371,633r33,872,090'2,624,657Customer Deposits 874,886

13,629,4987,476,052Employee benefit obligation 6,t53,446

2,087,2181,692,02s
Pipeline relocation funds & uncredited
customers 39s,194

5,929,6'795,929,679
WaterWorx Projects. Withholding taxes
and revolving fund

24,752,18621,039,3s82,475,218Customer pre-payments 1,237,610
709,925,071629,010,42860,875,973 20,038,671Total

40



Nakuru Watcr
Annual Report

d Sanitation Services Compnny Ltd
d Financial Slatements for the year ended June 30, 2023

to day impl ti{n of those policies. There has been no change to the entity's exposwe to market

risks or the m i{ which it manages and measures the risk

a) Interest risk
Interest rate risk th{ Ast< ttrat ttre Company's financial condition may be adversely affected as a result

of changes in i rate levels. The company's interest rate risk arises from bank deposits. This

exposes the com

rate movements

y to cash flow interest rate risk. The interest rate risk exposure arises from interest

ttie company's deposits

i) Mana

To manage

nt of interest mte risk

tgrest rate risk, management has endeavored to bank with institutions that offer

favorable inter t rafes

RidkManagement
odth" Co*p*y's capital risk managemenl is to safeguard the Board's ability

ii) Co

The objecti
to continue

firnds:

a going concern. The Company's capital structure comprises of the following

36. Incorporatio
The Company is cotporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya

37. Events After Reporting Period

There were no m i[ adjusting and non- adjusting events after the reporting period

32,980,40531,720,163Revaluation rye
169,570,568178,481,494lingsRetained ea
262,993,992262,893,992General res, t've
465,544,965473,095,649Total filndr
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APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the extemal auditor, and management comments that
were provided to the auditor. We have nominated focal persons to resolve the various issues as shown
below with the associated time frame within which we expect the issues to be resolved.

J June,
2024

I. REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

Basis for Qualified Opinion
June,3

2024
Isaac M.
Mokori
Finance
Manager

Not
Resolved

l. Inaccuracies in

Comparative

Balances

The statement of profit
or loss and other
comprehensive income
reflects comparative
balances which differ
with the audited
balances for the year
ended 30 June,202l as

indicated in appendix l.

In the circumstances,
comparative balances
reflected in the
statement of profit or
loss and other
comprehensive income
could not be confirmed.

The comparalive balonces
which the company reporled in
the audited balances for the
year encled 30 Jtme, 202I are
different because of the new
revised ormnl finorcial
rcporting template that was

issued by the Public Sector
Accounting Standards Board on
6th Juty, 2022 specifically for
Water Compoties which was to
be used ffictive otnual
reporting lor the fnancial year
ending 30thJune,2022. This led
to reclossification of figures in
the year under review resulting
to some figures being reporred
under different categories and
description thus the dffirence
in audited the comryralive
/igures. The response for each
item has now been explained.

Not
Resolved

Isaac M.
Makori
Finance
Manager/
Gilbert K.

Mutai- Ag.
Technical
Manager

2. Unaccounted for

Water Inventor]
The statement of
financial position
reflects inventories
balance of Kshs.
47,177,617. However,
the balance excludes the
water inventories held
in the storage facilities
as at the close of the
financial year.

In the circumstances,
the accuracy and fair
statement of inventories

The company does not have
water storage facilities because
the water that is absffactedfrom
boreholes 26 No. and river
sources 2 No. is distriduted
directly to consumers through
an tmdergrowtd pipe network

fo r con t inuous c ons ump ti on,

The Company has total
distribution network of over 580
kilometres comprising of
vartous sizes of pipes ranging

from 24" to 2" diametet ond
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thereJore tle waler in the

distribulion lines cannol be

practically measured. In
addition, the is not able to meet

the demand o/ water because it
produes an cNerage oJ
40,0001u? per doy against a

dem.and o 75,000td per day

The compory appreciales lhat
this is a new requiremenl for
Water Companies ,o sla
repofiing on the waler
inventofies leld in the storage

facilities as ot tlv close o/ the

financial year. However, the

reporting standards ant)

guidelines needs to be isswd/or
enable the water comPonies lo
comply

ian June,

2024
Not
Resolved

James M.
Galhairu
Commercial
Manager/

The balance of
Ksh$1A,671,185 which wcts

being owed by Nine thousand,
three hundred and thirtY-nine
(9,339) customerc whose

accounts lnd been terminated
or remained dommrt i)as due to
the accounts balances which
had been inherited Jrom the

defunct Mwicipal Council ot
Nakuru (MCN) and are under
investigations because lhe
accounts ccmnot be lraced on

the ground.

These accounls ate tmder
invesligations and therefore
shall be cleared once the

investigations are complete.

IJsing ttu ERP billing sYstem,

the company is conlinuowlY
reviewing all the noncollectable
cuslomer balances.

L

4
J

of Kshs.
as at 30

could not be

luded in the
t is Kshs

0,671,185 owed
nine thousand,

hundred and
-nine (9,339)

ers whose
er accounts

been
inated or

ed dormant
a period
ing six

ths. However,
provisions have

made for the
ly impairment

demonstrated
appropriate

ures taken
luding legal

lection of the

i1

n

I

i

F

l7

)

fi

CI,

to enforce

,617
022

ent has

3. Trade and Other

Receivables

Balance

The stat nent of
financial position
reflects trade and

other rcceivables
balance of Kshs.
650,036,773. The
following
inconsisterpies were
however noted: -

In the
circumstances, the
accuracy and fair
statement of trade
and other
receivables amount
of Kshs.
650,036,7n as at 30
June,2022 could not
be confirmcd.

4:j

lSue / Ot
flbm Aud
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Not
resolved

June,3
2024

The balance also
includes an amount
of Kshs.
241,883,014 owed
by County
Govemment of
Nakuru on account
ofsale of water and
sewerage services.
Out of this balance,
Kshs. 215,703,436
was accrued by the
defunct Municipal
Council of Nakuru
which was
transferred to
County
Govemment of
Nakuru and
remained
outstanding since
its takeover in
2013. There was
no evidence of
steps taken by the
Company to
recover provided
for audit
verification.
Further, records
maintained at the
County
Government did
not reflect any
payables to the

.

Com

77c anomt of Ksr8215,703,436
was initially taken over by the
then Transition Authority who
ver$ed the amount as payable
and later handed over to the
Nakunt Cotmly Government for

payment.

l{e hme constoilyfollowed up
with the Counly Government /or
pcrymenl through physical visits,
demand letters od
disconneclions to enforce
poyment.

In the month of Mcy 2021, the
above amount was audited and
verified by Auditor General who
captwed it as pending bills
payable by the County
Government of Nakuru.

In the month o/December, 2022
the County Government asked
lhe suppliers to the County who
had not been paid to lodge their
claims to which the Company
also lodged its claim of
nonpaymenl of water bills. The
claim was aclmowledged by the
County Govemment of Nakuru.

MD&
Janes M.
Gathairu
Commercial
Manager

Not
resolved

3Ah June,
2024

iii. The balance also
includes staff
debtors of Kshs.
3,219,256 in
respect of fuel lost
through fraud
during the period
of September to
November, 2020.
Althou

The Company recorded a loss of
_furl amounting to
Kshs3,219,256 and the
employees who were fotmd
culpable were dismissed from
service pending Criminal
Investigations and Judgement
by the Court.The matter is still
in coutt wailing a
dctcrmination.

MD
&Carditor
ll. Muchoki,
Human
Resource
and
Administrati
on Manager
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balance also
ludes an amount

to
WASSCOAL
pany Limited,

subsidiary
y of Kshs

,477,375 which
ls
a

supported by
loan agreement
repayment plan.

The total amounl o/ the loan
Kshs17,477,375 advanced to
NAVASSCOAL was disbursed
in 3 tranches of Ksls4,621 ,945,
Kshs8,855,430 and
Kshs4,000,000 on 3rd
Novembez 2018, gth October,
2019 and I5th September, 2021
as per the loan agreemenls.

There was a delay by
NAWASSCOAL to sturt
repq)ment of the loans
according to the agreements
due to several challenges such
as tecluological issues, low
product demand, high
production costs, and the Covid-
l9 pandemic efects.

To tacHe these challenges,
NAWASSCOAL through the

suppott of ils development
partnerc enlisted the semices of
a consultancy frm, Privale
Equity Support (PES) to develop
turnaround strategies aimed at
enhancing production and
sales, decreasing production
costs, and restructuring the

Not
resolved

30'h June,
2024

N
C
a

C

As per the Company's Policy on
the same, none of the persons

fomd culpable has accessed

lheir terminal benefits nor
cleared by the Company lo
access their Pension Benefits
until the conclusion ol the

matler.

As part ol the control meosutes,

the company las put in place a

furl and Jleet mmragemenl
which records the wage offuel
by each molor vehicle or cycle.

iplinary action
been taken

olved officers,

+

theinst

ofthe

ced
y had not

of the

MD
&
Isaac
Makori
Finance
Manager

co

1.r:

Annual Report

,e

nlve the
rc (Nam,

strlus:
(frctolvcd
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In ddilion, NAWASSCOAL had
requested to resume loan
repsyment, inchding lhe
accumulated inlerests, in the

Jinancial year 2 02 3/2 02 4.

The Loan Agreements and
repqment ples are now
ovailable.

3Ah June,
2424

Not
resolved

According lo tlv Vater Acl
2002, the development otwoter
and Sanitation infrastruclure
was lhe mandate o/ Waler
Serttice Boards who tmder a
Service Provbion Agteement
(SPA) appointed agents to
oryrote and maintain the assets

while lhe ownership remained
with the Semice Boards. The

company wcts one of the
appointed agents of Rifi Yalley
Water Semices Board (RWSB)

The former RWSB cutently
Central Rifi Yalley Water Works
Development Agency
(CRYWWDA) being owner of
lhe water assels in the year
2004-2009 obtained a loanfrom
African Developmenl Bank
(AIDB) through the Government
ofKenyafor the construction of
the Olbanita Water Project and
other related worlcs. Afier the

completion of the project it was
handed over lo the company for
operations and maintenance but
RI4ilSB retained the ownership
of the assets.

MD&
Isaoc
Makori
Finance
Manager

4. Undiscloged

Loan from African

Development Bank

(ArDB)

The statement of
profit or loss and
otler comprehensive
income reflects
general and
operations expenses
of Kshs. 560,114,800
which includes an
amount of Kshs.
39,468,545 in respect
of lease fees to
Central Rift Valley
Water Works
Development Agency
(CRVWWDA). As
previously reported,
the lease fees relate to
repayment of loan of
Kshs. 994,706,658
procured from the
African Development
Bank (AfDB) through
the defunct Rift
Valley Water Works
Development Agency
(RVwwDA) in
2014. Although the
company continues to
service it, the

loan
not
the

outstanding
balance
reported

ls
on
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)

al statements
uired by the

This is also
of Section
of the

ES Act
of 2015 which

accounting
of the

to contain
entries of

unts of money
and spent

circumstances,
curacy and fair

t of the
es in respect of

undisclosed
Development
(AfDB) and

the Company is
could not be

e0

Finance in the year 2005 signed
a loan agreernent with
RYYSB/CRYWWDA .fo,
financing projects to improve
rater supply and sanilation
semices in ils semice area. The

loor ttcts lro. Alrican
Development Bank (A/DB) to
the Govemment for on-lending
toRWSB/CRWWDA.

The RWSB/CRYtr\VDA was

required to use the money Jor
projects in its service area being
semed by NaLura Water and
Sanilation Services Company
Ltd (NAWASSCO), Naivasha
Water and Soilation Services
Ltd (NAIYAWASS) and Nakuru
Rwal Water and Sanitation
Campany Ltd (NARUWASCO).
The Principal loan amounl was
Kshs.1, 367,823,916.00 at an
interest rale of 2.5% p.a ovel a
lenor of 30 years including a
grace period of 5 years which
afier completion of the various
projects in each Company's
area of jurisdiction was shared
proportionalely according to
the projects undertaken. The
pofiion for NAWASSCO was

Kshs.994, 706,658 before
interest which the comPanY

servicing through CRYWWDA
at Kshs.39, 468,544.80 p.a.

It is important lo note that lhe
Water Act, 2016 has not been

fully operational ized since the
ownership of the Olbanita
Project including the various
parcels of land for the

boreholes, water treatment
plants and waler tanks are in the

RWSB/CRYWWDA

the

name o

47
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which caues a clullenge in
recording the same as assets in
the company books of accounls.
The company is only using the
assels lo generate revenue and
remittance of part of the revenue
to RVWSB/C RI/WWDA for loan
repdyment.

IJ the compony records tlv loan
and the related assets in its
books it would result to double
accounting since the sare is
alredy recorded in tlc books of
RYWSB/CRI/WWDA.

However, the Company is
currently ffeating lhe loan
repdyment as a leae fees
payablefor ue of the assets ond
expensing it in the finorcial
stalement.

The Compaty is waiting for a
formal transfer of assets and
liabilities lrom the CRYWWDA
as per the Water Act 2016.

Other Matter
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ear ended June 30,2023An ual

statem€nt of1. Bud
Perforrmnce and
Control

of budget
amounts

an approved
budget ofKshs.
55,528 against

income of Kshs
36,191 resulting
overall revenue
I of Kshs

9,337 or (17%)
budget. In
out of the

ue of Kshs
36,191, actual

was Kshs
8,266 resulting
plained over

iture of Kshs

,075 or (ll%)

have impacted
ly on servlce
to the residents

To.am and the
of over

iture could not
ed

Isaoc
Ma*ori
Finance
Manager

Not
resolved

b) Over eryenditure ol Kshs.

113,302,075

The over expenditure was due to
amounts chorged but theY are
not part ofthe budget line items.

These amounts include: -

i. Depreciation of
Kshs79,763,882 which had
not been factored in the

budget becawe it does not
involve the movemenl oJ
cash.

ii. Corporate income tca
I<shs 1 3, 2 5 0, 4 2 2 which had
not been budgeted.

iii. Additional capital grant
assets Ks11s22,81j,,066
which had not been

3Ah June,
2024

Not
resolved

James M.

Gathairu,
Commercial
Manager
&
Gilbert X
Murai, Ag,

Teclaical
Manager

a) Revenue Shortloll ol

Kshs212,519,337

The revenue short Jall of Ksls
212,519,337 between the

budgeted and actual tevente
'was as a result of deloy in the

comrnissioning of 14 No. new

donated borelples by lufinistry
o/ Water, Sanilation @d
inigation whose estimaled
revenue generatiofl vat
includedinthe btdget but bY the

end oJ the year mder review
only 4 No. had been Pul into
operation due to challenges of
getling the other PumPs
connected to power.

These challenges are in the

processof being sorted oul.

ilh June,
2024
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In addition, the btdgeted
revenue was not achieved as

explained under (a) above.
Going forward, we shall ensure
tlat the budgeted revenues are
achieved and some provision is
allowed in the budgel to take
care of depreciation.

3Ah June,
2024

MD&
lsaac
Makori
Finance
Manager

Not
resolved

On 4thJuly, 2023, the Governor

for Nakuru County and the

company metagemenl
appeared before fie Senate

Committee on Public Investment
and Special Funds dwingwhich
they presented to the cornmittee
the responses to the Auditor
General report for the yeor
ended 30th June, 2018/2019,
20 I 9/2020 and 2020/202 1.

The Senate Committee
requested for addition
informati on w h ic h w as prov ide d
and it is yel to communicale its
recommendations.

In addition, on 3d July, 2023 the
company management of the
appeared belore the County
Assembly Committee on Public
Accotmts and Investments and
presented its responses the
report of the Auditor General

Jor the period ended 30th June,

2021. The Assembly Committee
is yet to commtoicate its
recommendations.

2.Unresolved Prior

Yesr Matters

During the year under
review, various prior
year audit issues
remained unresolved.
Management has not
provided reasons for the
delay in resolving the
prior year audit issues.
This is contrary to the
requirements of the
Public Sector
Accounting Standards
Board reporting
guidelines.

ln the circumstances,
Management has not
compiled with the
reporting template.

2. REPORT ON LAWFULNESS AND EFFECTINESS TN USE OF PUBLIC RESOURCES

Basis for Conclusion

June,3
202 4

Gilbert K.
Mutai -Ag.
Technical
Manager
&

Not
resolved

The company is very keen on
reducing NRW to below the
sector bench mark levels of 25%
and a lot of measures have been
put in place bring it down.

The statement of profit
and loss and other
comprehensive income
reflects water sales of
Kshs.510,398,389 as

disclosed in Note 6 to

l.Non- Revenue
Water
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ancial statements

81 042 cubic meters
ly30%

production as

ue Water

,)

at an estimated
of Kshs.

,638. The Non-
Water

the set
Id of 25%
ed by the Water

Regulatory
(wAsREB)

No
ons have been
for the high

w and measures
put in place to

the loss in
ue

crcumstances,
was ln

ofthe law

le records
that the

produced
cubic201

of water out of
only 8,021,159

meters or 70olo

billed to
resuhing to

Some of the intementions lhat
hove been undertaken to bring
down the NRW include; -

L Rehobilituion of old
dilapidoled nefi,orks wilhin lhe
snpPt! orea.
The company has
rehabilitatedted some of the
waler networlrs with the aim of
reducing plrysical losses at
Eastem Zone and part of
Northem Zone by replacing the
old dilapidated network with a
new network of about 26kms.
The Company has replaced the
old and dilapidated networks in
Mawanga, Eastmore, Upperhil I
and Natewa Estates which hod
cu average baseline NRW o/
52.401 and at Heshima Estate in
Eastern Zone with a baseline
NRW oJ67.2%.

ii Use of high qualiEt pipes and
fixings
In addition, the company is
currently using High Density
Poly Ethylene (HDPE) pipes
instead of Utra Poly Yinyl
Chlorite (UPYC) for network
exlension od maintenance.
HDPE pipes are sffonger, can
withstand higher pressure, have
less joints and less prone lo
leaks and bursts.

iil Replacement of old/fauly
and under registering meterc
The company rs replacing

faulty/oWunder registering
meters with automatic meter
reading (AMR) enabled meters
which are more accurate with
the aim of automatingthemfully

real time meter

James M.
Golhairu-
Commercial
Manager

lc
b
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easier NRW computatiorrs.
Once fully outomated humon
errors will be elininated and
occurate billing will be

achieved. So far 15,000 smart
enabled melers have been
installed within Cental and
Southern Zones.

iv, Doto managemenl
The company has procured and
implemented a new ERP system

which enhances dato accuracy
and mtmogement of water
produclion, zonal and consumer
metefi as well as billing data.
The compony is now able to
obtain real time, credible and
accurate data for ease of NRW
managemenl.

v. Minirtzing water thefi
Due to ramp@tt water thefi
mainly in the low income areas,
the Ccompany has resolved lo
have all meters relocated to the

nearest mains. So far 12000
meters have been relocated.
Fwther surveillance for illegal
use has been intensirted
whereby the illegal use team

have been facilitated with a
vehicle, a motorbike and
secuity reinforcement where
need be.

The unit is able to investigate,
monilor and penalize illegal use

cases and it is also responsible

Ior billing data analysis
(Checking customer
c ons umpt ion/ b i I I ing tre nds) and
me t e r t e s ting/ccal ib r ation.

vL Carrying out Minimum
Night Flow Measuremcnt
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2. Relocdion of

Water and

Scwerqe

Infrastructure

Project

pornpany entered
4 contract with a

The Compary has no record
showing suspension of the
construction of Nairobi-
Nalatru-Mau Summil Highway
Road Projeet. However, the

relocation of wotet and
sewetage intrastrucrure has

since been completed and a
ceflificate o/ completion issued.

In regard lo lhe contract
outstanding amount o/
Kshs198,359,641,
Kshs70,000,000 has since been
released by KeNIIA and paid to
the Contractor leaving an
outstanding balance of
Ksh128,359,641

MD&
Isaac
Malrori
Finance
Manager

Not
resolved

3Ah June,

2024

contactor to
water and

infrastmcture
ntract price of

642,546,934
d.4 by Kenya

Hish ays
tJ KENHA

flom 01 May
and col11 etiCN

)

2 p
of A gus 202203

(ave way for
shirction of Nairobi-

- Mau Summit
An extension

tn was given and a
pletion date

set for 31

ber,2022. As at
ti of audit the
fied works were

ued
642,179,965

inst actual payment
Kshs444,521J42

ulting to outstanding
ance of

198,359,641
ever, available

MNFM helps to determine the
inregrily o/ lhe syslem in lerms
of leakages. This lns been done
al Manyani Estale in Southern
Zone and Mawanga, Eastmore,
Upperhill and Nalewa Estales
in Eastern Zone.

The compory wcs able to
achine a NRW of 3U/o by end oJ
30h June, 2022 ard 29% by end
of Jme,202j

s

2

il

o

indicated that

e I Obser
r Auditor
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KENHA, the project's
financier and state
agency in charge of
roads construction
suspended the
consftuction of the road
project in December
2022 without any
communication or
directives on the
relocation process.

In the circumstance,
value for money on
water infrastructure
payments of
Kshs.4M,521,342
could not be confirmed.

3.REPORT ON EFFECTIVENf,SS OF INTERNAL CONTROLS, RISK MAI\AGEMENT AIID
GOVERNANCE

Basis for Conclusion
Records provided for
the audit revealed that
four thousand-three
hundred and fifty-four
(4,3 54) water customers
had meters without
serial numbers in the
billing system. This
inhibited the ease of
identification and
accountability.
Although income of
Kshs. 159,956,0556
was realized from these
accounts, the individual
serialized meter
numbers are not
captured in the
Company assets records
or billing system.

In the circumstances,
lack of documented
water meters,
distribution and sale

The 4,354 customers withow
serial numbers also includes
raw water accotmts that are not
metered but billed at a flat rate
and are only used by customers
along the raw rising main
network who require untreated
water for washing and feeding
animals. The raw water
accounts at'e not metered
because of lack of raw water
meters in the market.
Currently the company has on
avetage about 1600 raw water
customers. The remainder of the
customerc hsve nteters but due
to the old age the serial numbers
were not clearly visible and thus
could not be updated in the
system.

Howeyer, we are in the process
of replacing all these meters
with new ones and the

James M.
Gathain+
Commercial
Manager

l. Consumer

Billings Witbout

Serialized Water

Meters

Not
resohed

3 June,
2024

s4

Refercnce No. or

crtcrnrl rudlt
Reoo rt lssuc / Obscn

fr.om Auditor

pcr$! lo
rtrolvc thc
rsrc (lYerrc

ond
lajrnotlon)

(Pat . dotc
vhcr 1ou
apccl tLc
lsst tok
rrr,olvcd)

/ Nol
Rcgr.tuct)



Naluru \ilatcr cl anilation Services Company Ltd
Annual R Financial Statements for the year ended June 30,2023

2. Long
Outstandng Trade
and Other
Payables Balance

ofrevenue
may result in respective serial

updaled in the system
numbers

statement of
I position
trade and other
s balance of

565,077,386
in the balance

275,796,820
to Central Rift

Water Works

inlstrative fees

bh that has

since the year
3 dre to instuctions
to pay issued by the

Government of
No

lanation has been
or evidence of

p4ry to resolve the

the circumstances,
Company is

to risks of loss

ds through
st and penalties

ng from litigations
ted by the

itors for failure to
amounts owed to

able

onA)
of

Agency

The remittance of the
administrative fees lo Cenffal
Rifi Water Works Dettelopment
Agency (CRYWYDA) was
stopped due lo insfiuctions
which the Company received

from lhe Cotmty Government ol
Nakuru vide letter reference
NCG/SNVYT/OL.I/90 dated
2nd April, 2015.

The letter from County
Government was writlen to
CRWWDA and copied to the
Company with ins tructions not
to pay mtil funher notice. The
letter was tabled before the
Board of Directors which has a
representation of the County
Govemment of Nakuru for
adoplion and the way forward.
It was resolyed that since it was
lhe shareholder who gave the
instructions, the Company did
not have much to do except to
wait for further ins truct ions.

The Company is waiting for
further communication from the
County Government of Naburu.

Not
resolved

June,3
2024

I

I

Signed By

JA A

{r(\\A h

ERNEST K. MUIBU
CIIAIRMAN OF THE BOARI)

elr

[iue { Obscrvrtioos
llbm huditor

d
aP6cl rrt.
lsse to be
t6olvedt

Ndkuru.

st$s taken by the

rn{fter.

MD

MANAGING DIR,EOTOR

JJ



Nrkuru Water and Sanitation Services Company Ltd
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Appendh IL Projects Implemented by the Company Projects

Projects implemented by the Company Funded by development partners

Yes642,179,966 YesRe-location of
Water and
Sewerage
Pipeline
Network

I Kenya
Nationa!
Highway
authority

May2021-

YesYesApril2023-
August 2023

5,207,349Heshima Upc
Project

7- Water
Sector
Trust
Fund

KenyaNational
Highway
Authoriry

448,910,r421 70% 542,179,966Re-

location of
Water and

Sewerage

Pipeline

Network

642,179,966 448,9t0,142

Water Sector

Trust fund and

NAWASSCO

5,426,8006,199,2241 Heshima

Upc

Project

6,199,224 s,426,800

50

Status of Projects completion

88%
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