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GITHUNGURI WATER AND SANITATION COMPANY
LIMITED

For the Financial year ended

30th June 2019

l'repared in accordance with the Accrual Basis of Accounting Method under the International Financial
Reporting Standards (IFRS)
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Annual Reports and Financial Statements
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FINANCIAL STATEMENTS FOR GITHLTNGURI WAI'ER AND SANITA'IION COMPANY
LTD FORTHE YEAR ENDED 3OT}I JI,INE 2OI9

COMPANY INFOITMATION

Githunguri Water and Sanitation Limited is a company formed by Athi Water Services Board and given
the mandate of providing water and sanitation services within Githunguri District/Sub -County and lower
part of Lari DistricVSub-County. The County Government ol Kiambu is the shareholder of the Company
tbllowing the amendments of the articles and Memos of association in the year 20l3.the Company is
incorporated in Kenya and is domiciled in the republic of Kenya.

BOARD OF DIRECTORS
The Board of Directors who held office during the year ended 30'h June 2019 comprised of the following:

l. Chairman:Prof.Bernard Njoroge,
2. Mr. James Muriuki ,

3. Eng.Andrew Muigai,
4. Mr.Samuel Gatama,
5. Mrs. Emma Ng'ang;a,
6. Prof.Stephen Nj uguna,
7. Bishop Solomon Waweru,
8. Mr. Mutie

CORPORATE SECRETARV Sammy Keengwe
P.O. Box 55457
City Square 00200
Nairobi, Kenya

RI'GISTI]ITED OFFICE Githunguri Water & Sanitation Company Ltd

Githunguri Town Next to Police Station
P.O.Box 823 - 00216,
Githunguri

AUt)tTOt{S Auditor General
Kenya National Audit Office
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Chailnran:Prof Bcrrrartl N jologe I Directors: Errg ,\ndrt,rr i\ltriqai.l\lr Sarnrrel (latarna, jUrs [imnta
Nq'anq'l. IVlr- Stcphcrr N.iuguna. N{r.Lrhn NIrrtit, Nll Solonron \\'as'eru
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ITANKI!lls Kenya Commercial Bank Githunguri

Equity Bank Githunguri
K.Unity Bank Kagwe
Githunguri Dairy Sacco

PItI NCIPAL LEGAL AI)VISI'ITS

The AttorneA General
State Law Offce
Harambee Auenue
P.O. Box 40112
City Square oo2oo
Nairobi, Kenya

Mrs. Josephine Muritu
Company Secretory
Kiambu County Water & Seuterage Co. Ltd

1-I{D I}OARD OF DIIIEC'I'OITS

Name: Mr.John Mwivithi Mutie
Position: Director
Date of appointment: I 'r March 201 9

Qualification: LLB (UoN); CPS(K)
Work Experience: Worked with the defunct local authority as Town
Clerk/County Clerk in various local authorities. Served as County
Assembly Clerk/ Secretary to County Assembly of Kiambu.
Currently on secondment to County Executive as Chief Office
f)epartment of Water, Environment, Energy and Natural Resources.

Also assignment Department of Administration and Public Service as

the Acting Chief Officer

1

Chairnran,Pro[. Bcrrrarrl Niorogc I I)ilectors: ['inq i\nclrerr Nluiqai.NIr-Sanrucl (iatatna. Nlrs l']trrnta

Nu anq ;t. Nll Stt'phcrr Nirrguna, Ntr John Nlrrtrc Nlt Solomott \\'ascnt

Page 3

lx



w
ANNUAI- REPOR'I'S fOR'fHH PERIOD []NT)T][) i]O/06/ 19
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THE BOARD OF DIRECTORS

Mr.SolomonW.Waweru
Retired Public Officer, Bishop of
A Church- Representative of NGOs

Chairman : ProLBernard Njoroge,
Eng.Andrew Muigai,
Mr.Samuel Gatama,
Mrs. Emma Ng'ang;a,
Prof.Stephen Njuguna,

Name: Mr. James Citau Muriuki
Position: Director
Date ofappointment: June 6, 2014
Area of Training: Bachelor of Science in Chemistry/Biochemistry;
Msc. Environmental Ilealth Engineering
Sector: Representative of Water Consumers
Work Experience: Ministry of Water and
Irrigation,TechnicalConsultant on Water and Waste water 'freatment

and Quality Analysis; Environmental Audits, Environmental Impact
Assessments (EIA).

Chaillnan:Plof Br:r'narrl N jologt.l Dilectolsi I'-nq .\rdlerr 1\luigai.NIl Satttttcl ( latarna, N'Ils linrnra
Nganqa. i\lt Str.'plrt'rr Njrrgtrna. NIrJ,rhn Nlrrtic i\lt Solotttott \\'aurttt
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MANA(;EMENT TEAM

Mr. Joseph MwangiWanjolii
Managing Director
BSc. Civil Engineering JKUAT

Winnie Kwamboka MBA Human
Human Resources Manager
MBA Human Resources (U.o.N),
Degree in education (U.o.N),
Higher Diploma in
FIRM (Collage olllRM)

CPADanielKarangatha Muiruri
Finance Managcr
CPA. B.COM Finance 1[ I.o.N)

Duncan NderiKirigo
Technical Manager
B. Projcct planning and
Management U.o.N

I

Chairnan:l)rof. Belrrirrrl Niorogcl I)irectors: [irrg \nrJr'err Nltrigai.J\ll Sarrrrrt-l (iatarna. Nlrs Enrrna
Ng anq a. N4r' Stt'1>hcn N jrrgrrna. Nlr .lohn N'lrrtic Nlt Solorrron \\'as cnr
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IJo:rrd's composition and activities

The board that existed during 201712018 was dissolved in January 2018 after serving for two quarters in
the financial year 20171 201 8 following the amendment of the Kiambu County legislation on water
affairs which paved way for the lormation of Kiambu County Water and Sewerage Company a merger of
all water utilities in Kiambu Counfy Githunguri included.Within this period, the Board was constituted
with the Department of Water,Energy, Environment and Natural rssources lully represented by the Chief
Oflicer Water, Environment and Natural Resources representing the major stake holder the County
Government of Kiambu.
The Kiambu county water and Sewerage company has the fbllowing as Board members
chairman:Prof.Bemard Njoroge,Directors are:Mr. James Muriuki ,Eng.Andrew Muigai,Mr.Samuel
Gatama, Mrs. Emma Ng'ang;a, ProLstephen Njuguna, Bishop solomon waweru and Eng.John Muhia.

Corporate Governance

The board that existed during 2017 /2018 was dissolved in January 2018 by a Board Resolution following
the amendment of the Kiambu County legislation on water affairs which paved way for the formation of
Kiambu County Water and Sewerage Company (KCWSC) a merger ol all water utilities in Kiambu
County Githunguri included. This was spearheaded by the Kiambu County Covemor ostensibly to
provide for economies of scale in management of water afTairs, create a pool resource for water sector
financing which would improve coverage and water services provision besides attracting donor financing
ie World Bank,ADB among others. The main challenge is the process of full dissolution which may take
some time. T'he Kiambu County Water and Sewerage Company Board has been over sighting the
operations of the company since then. During the Financial Year under review, a member of
Management staff Mr. Duncan Nderi who was the Technical Manager resigned in February 201 9.

Community involvemcnt

The company continues to associate itself with the community by participating in various activities aimed
at giving back to the community.
In this financial year we managed to take control of two community water projects i.e. Gitombo and
Miguta with assistance from the county Govemment of kiambu. Though Miguta is yet to be fully
transferred to the company we are currently serving part of the community and we expect to take full
control of the project in the second quarter of the financial year 201 8/ 201 9. Continuous engagement of
the community is key for a smooth transition. During the year under review, the company participated in
tree planting activities in liaison with local primary schools, secondary schools and the River Users
Associations where about three thousand trees were planted within schools and catchment areas.

('lrailrrtan.l'r,,i. llt'r'tr;rtrl N joloqt ] Directot's: I-rrg \nrlr',,rr i\lrrigrri.NIr Slrrr(.1 (,irtir1rn. i\,lr.s l.lnrrrtr Page6
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Financial and operationrl Pcrformance

a) Sales vcrsus Expenditure for the year
Sales lbr the 12 months period ended 30'r' June 2019 was Kshs.52,653,210 /= compared to Kshs.
42,()41,6551= fbr the twelve months period ended 30'r'June 2018. 'l'his represents a 22.62Yo growth.
During the financial year the Non-revenue water still remaiued a ohallenge, most of it being attributable
to commercial losses caused by over registering Nairobi water bulk nreters and the old and dilapidated
network. During the finanoial year the company made losses ol'Ksh.8, 459,6911=.The sales increased by
a signifioant margin while expenditure renrained relatively high.'l'he high expenditure was as a result ol
the fbllowing lactors:

i) 1'he cost of bulk water purchases remained relatively high at Kshs.2l , 857 ,6681: the actual bills from
Nairobi Water Cornpany after adjustment. It's imperative to note that bulk water purchases was not
factored in our tariff as approved by WASREB in 2014 as it was expected that we would have developed
alternative sources hence our inability to pay Nairobi Water and thus the high losses incuned.
ii) 'fhe cost of electricity slightly decreased from Kshs 7,412.7181: to Kslrs.6, 439,051/:
iii) WARMA abstraction charges were Kshs 726,583 compared to last year at Kshs 542,688. The current
balance stands at 3,972,908

b) Over reliancc on Nairobi Water Bulk Water Purchases
-l'hc Company continues to rely heavily on bulk water purchases liom Nairobi Water. The water comes
with heavy comrnercial losses which we have to rellect in our books hence the high NRW as shown
above. II'we were to have our own sources as required of us by the Water services Regulator WASREB,
then we would be able to break even and meet other financial obligations which remain a challenge.

('hailrnanrl'rrrl. l.ir.rrirlrl Niorrrgr'l l)il'ectols: Iing \ndrt.rr Nlrrigai.l\1r Sarrrrrt,l (iatarrta. i\lrs lilurrra
Nu ;rnu;r. Nlt Stt:phcn Nittgrtrtt. trlr.lohn i\lrrtit N'lt Solontrrtr \\'rtrrerrt
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MANAGING DIRECTORS REPORT FOR THE YEAR ENDED 3OT'I JUNE 20I9

At the end of the financial year 201812019 fbcus was mainly pursuing budgeted gravity water systems
development. These included :

* Completion of Komothai Water Supply
* Completion of Mukuyu weir to serve Githunguri Town and the environs
.3. County Integrated Development Projects

With increased coverage from gravity water sources, then the organization would be able to meet its
obligations to both the customers and other key players at a much lower cost hence progressively move
towards sustainability.

In this financial year a number ofachievements can be noted. These include:

a) Completion of Komothai Water Supply project
Through assistance from Athi Water Works Development Agency (AWWDA) we were able to fasr track
the rehabilitation and upgrading of the pipeline within Komothai Water Supply with an aim of increasing
water supply to the lower areas of Komothai, increasing efficiency within the Kagwe and Nyanduma
areas and improving on the quality ol Water supplied. At the close of the fiscal year, rehabilitalion was
complete and the defects liability period almost complete with two DLP inspections already done and
only one remaining.
With the completion of Komothai Water Supply and the subsequent Hand over that was actualized in
August,20l8, it is expected that more than 2000 consumers will be brought back on board and about 500
new ones connected hence an anticipated increase in revenue collection. However, the fact that no
reconnection budget was provided in the project budget required the company to go an extra mile and
internally finance for Master Meters and Consumer rneters installation besides service lines
interconnections and extensions. This has been realized to a great extent.
Besides two number boreholes namely Kitatina and Thuita are currently being used as standby boreholes
and Thuita off take is likely to be decommissioned thus reducing power consumption and reliance on
Nairobi water surces.

b) Improvement of Matimbei Weir
With the support of the Board (AWSB), Matimbei weir located in Kiriita Forest was successfully
improved and we are now serving Matimbei, Kagaa and Kamburu from this source. However, this dam
weir requires to be desilted mechanically to increase storage capacity.

c) Mukuyu Wcir Construction

By the closure of the financial year 201812019 construction of the weir had been completed. The weir is
expected to inject 4000mr/day to a proposed Water'freatment Plant so as to augment water supply for
Githunguri urban.Currently, Githunguri relies on Borehole sources. The gravity source and treatment
works once complete will help in decommissioning of about three Nairobi ofl takes hence reduce over
reliance on outsourced water from Nairobi off takes. Feasibility study for the Water Treatment

(lhait'nran,Prol ltelnattl Nj,r'ogt,l Dilectors: F-rrg,\nclr-err N{trigai.Ilr Sarntrel (iatama, i\lls Enrrna
Ng rng;r. Nll Stephcn Njrrguna, Ilr-.lrhn Nlrrric i\,1r Solonr,rrr \\'arvtru
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Construction has been completed and we are now awaiting the donors concept to proceed once Danida
Government clears the way It is expected that the implementation works will start by the beginning of
2020.

Current challenges
o The company relies partially on pumping systems and outsourced waters fiom Nairobi Water
o The Water inlrastructure is dilapidated due to age and as a result, supply in some areas is unreliable
o The borehole sources lack official borehole abstraction permits hence higher water use charges(at

Kshl instead of Ksh 0.50).Eflbrts to get documents from the def'unct Ministry offices have been futile
sincc there are no records kept ol some boreholes did not have records at all.

. Very high cost of producing water mainly due to bulk water purchases from Nairobi Water.
o Limited flnancial resources to ftnd rehabilitation and expansion ofwater services inliastructure.
o The many community water projects if all managed under the company would enhance better services

across our area of supply ensure fair application of standards/tariffs and better manage tl.re lin]ited
water resources.

o Debt collection remained a challenge. We have since engaged a credit ret'erence bureau in the second
quarter of the financial year 2017/2018 to assist in recovery of the debts. I'he main challenges being
faced in debt collection are: Tracing ol debtors some ofwhom have died or are no longer residents of
the area, Obsolete entities like community water projects that have since died or no longer exists

. despite having owed Giwasco,Political interference from MCAs who were elected on platform of
water provision therefore pressurizing fbr shelving of old debts which might have lesulted in water
disconnection. Whereas the company views some ol these debts as collectable, political declarations
at public forums have posed a great challenge.

o Litigation as is the case of community water projects wl.ro went to court to seek for status quo and
avoid being absorbed into Kiambu County Water and Sewerage Company.

o Non Renenue Water remains a challenge mainly attributed to destruction of pipes due to road works
construction across the area ofj urisdiclion,lllegal tappings by people purporting to be supplied from
Community Water Projects especially in Komothai.We have however upscalled the metering
campaign for our consumers.demarcated critical areas into DMAs,embarked on house to house
surveillance and commenced GIS Mapping as some of the strategies in NRW management.We hope
to leduce NRW from the current 48%o to 30%o by the end ofthe current financial year.

. Expired tarifl's,we are however working closely with WASREB for review of the same.

Signed for the company

M:rnaging Dircctor

Clrairnran:l'rol' llo rrlrrl Niorrrge I l)irectors: l'lrrg .\ntlrerr Nlrriqai.Ntl Sarrrucl ( jatirrnl. Nlrs I'lntrrra

Nq irnu it. i\lr Sr,'ph,'u N jrri;rrna. i\1r John Nlrrtic NIt- Solottrott \\'as,'t tr
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CORPORATE GOVERNANCE STATEMENT
The Company has all along the financial year observed good corporate governance principles.

CORPORATE SOCIAL ITBSPONSII}ILITY STATEM ENT

During the year under review, the company contributed in buying of trees for planting in our catchment
areas as a corporate social fesponsibility

DIRECTORS' REPORT FOR THE YEAR ENDED 301''I JUNE,20I9

The directors submit their report togetler with the audited financial statements for the financial year
ended 30th June 2019 which discloses the state of affairs of the company.

PRINCIPAL ACTIVITIES

The principal activity of the company is that of olfering Water and Sanitation Services to the residents of
Githunguri District/Sub county and lower part of Lari District/sub County.

Githunguri Water and Sanitation Company (GIWASCO) is a water service provider operating under a
service provision agreement granted by Athi Water Services Board (AWSB) to provide water and
sanitation services in Githunguri Sub county and lower part of Lari Sub-County. The company was
incorporated on 24th April 2007 and started operating on I " October 2007 after constitution of the board
of directors. The company took over the assets formerly operated and initiated by the ministry of water
and irrigation at Githunguri town and Komothai rural water supply located in Gatamaiyu location of Lari
district.

The company's area of service covers about 244 square kilometers across seven wards, five wards in
Githunguri sub-county namely Komothai, Ngewa, Githunguri, Ikinu and Githiga. Two wards in Lari Sub-

County namely Kamburu and Nyanduma wards. Within these wards, we have areas currently not served

with water but are incorporated in the development plans ofboth the National and County Governments
for consideration for expansion of water services into those areas. We also have about 7 community
water projects also oft'ering water services within this area but the community water projects are yet to
register with Giwasco.

Cltait'rrran:Prof . I)clnut'rl Njor ogt. l l)irectols: I'-ng ,\ndrerr Nlrrigai.J\Ir Sarrruel (,ataflra. N'lls tjnrrna
Ng'ang'a. NIr Stcpht.r \irrgtrrra. Nlr.lohn iVIrrtic. i\'Il Solonrorr \\'as'cnr
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RESULTS AND DIVIDEND
The company made a loss ofKshs. 8,459,691

The directors do not recommend the payrnent of a dividend for the year.

DIRECTORS
The directors who held office during the year and to the date of this report are as listed on Page 2.

AUDITORS
The Auditor General have been appointed auditor ofthe company as pcr the provisions of Section 29 of
the Exchequer and Audit Act, Cap 412 and sections l4 and 15 ofthe Public Audit Act 2003.

Signcd lbr thc board

Sccrctarv

Chailrrran,l'r'ol llt.rralcl Niorogc I Directors, llrrg r\ndlcrr NIrrigai.Irlr Sarntrel (;atama. Nlrs Enrnra Page 11
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STATEMENT OF DIRECTORS' RESPONSIBILITIES FOR THE YEAR ENDED 3OTI' JUNE,
2019
The companies act require the Directors to prepare financial statements in respect of Githunguri Water
and Sanitation Company, which give a true and lair view of the state of affairs ofthe company at the end
ofthe financial year and the operating results ofthe companyfor that year. The Directors are also required
to ensure that Cithunguri Water keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Company. The Directors are also responsible for safeguarding the
assets of the Company.

The Directors are responsible for the preparation and presentation of Githunguri Water's financial
statements, which give a tme and fair view ol the state of affairs of the Company for and as at the end of
the financial year (period) ended on June 30,2019. This responsibility includes: (i) maintaining adequate
flnancial management arrangements and ensuring that these continue to be effective throughoui the
reporting period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at
any time the financial position of the entity; (iii) designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of
the Githunguri Water (v) selecting and applying appropriate accounting policies; and (vi) making
accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for Githunguri Water and Sanitation Company's financial statements.
which have been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with [ntemational Financial Repofiing Standards (IFRS), and in
the manner required by the PFM Act and the State Corporations Act. The Directors are of the opinion that
the Githunguri Water and Sanitation Company financial statements give a true and fair view of the state of
Company's transactions during the financial year ended June 30, 2019, and financial position as at that
date. The Directors fuither confirm the completeness of the accounting records maintained lor Githunguri
Water and Sanitation Company, which have been relied upon in the preparation of the Company's
financial statements as well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that Githunguri Water and Sanitation
Company will not remain a going concem tbr at least the next twelve months from the date ol this
stalement.

Approval of the financial statements

The entity's financial statements were approved by the Board on 201 9 and signed on
its behalf'

Man

Date

oging Director

dt/;'1
Bourl Chairnum Chief Oflicer

Date.... Date
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENENAL

Enhancing Accountabilifi,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box joo84-o01oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON GITHUNGURI WATER AND
SANITATION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2OI9

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Githunguri Water and
Sanitation Company Limited set out on pages 13 to 35, which comprise the statement
of financial position as at 30 June, 2019, and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
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 effects 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 the Githunguri Water and Sanitation Company
Limited as at 30 June, 2019, and of its financial performance and its cash flows for
the year then ended, in accordance with Financial Reporting Standards and comply
with the Water Act, 2016, the Companies Act, 2015, and the Public Finance
Management Ac|2012.

Basis for Qualified Opinion

1.0 Failure to Disclose Material Uncertainty in Relation to Going Concern

During the year under review, the Company reported a loss of Kshs.8,459,690
(2017120'18: Kshs.15,627,266) resulting to further depletion of it's accumulated
revenue reserves from negative Kshs.73,062,269 as at 30 June, 2018 to negative
Kshs.82,932,108 as at 30 June, 2019. The current liabilities of Kshs.125,406,149
exceeds the current assets balance of Kshs.44,094,025 resulting to a negative
working capital of Kshs.81,312,124 as at 30 June,2019. Although the financial
statements have been prepared on a going concern basis, this precarious financial
position which casts significant doubt on the ability of the Company to continue
offering service to the public has not been disclosed.

Report of the Auditor-General on (iithunguri Wqter qnd Sonilation Compant, Limited for the year ended
30 June. 2019



2.0 lnaccuracies in Trade Debtors and other Receivables

The statement of financial position and as disclosed in Note 9 to the financial
statements reflecls trade debtors and other receivables gross balances of
Kshs.57,024,959 as at 30 June, 2019. However, debtors ledger and ageing analysis
reflecls a total of Kshs.72,021,520, resulting in an unexplained and unreconciled
difference of Kshs. 1 4,996,561.

Underthe circumstances, the accuracy and completeness of trade debtors and other
receivables gross balances of Kshs.57,024,959 as at 30 June, 2019 could not be
confirmed.

3.0 Unsupported Board Expenses

The statement of profit or loss and other comprehensive income and as disclosed in
Note 4 to the financial statements reflects administrative and other expenses amount
of Kshs.27,089,882. lncluded in this amount is Board's expenses of Kshs.200,000
which was not supported with board minutes and signed attendance register.

Consequently, the validity of the Board expenses of Kshs.200,000 for the year ended
30 June, 2019 could not be confirmed.

4.0 lnaccuracies in the Statement of Comparison of Budget and Actual Amount

The statement of comparison of budget and actual amounts for the year ended
30 June,2019 reflects total expenditure budget of Kshs.73,073,000. However, the
Company's Board had approved an expenditure budget of Kshs.1,128,164,000
resulting to an unexplained and unreconciled variance of Kshs.1,055,091,000.
Further, the statement of comparison of budget and actual amounts reflects a variance
of Kshs.19,601,790 between the budgeted water sales of Kshs.76,255,000 and the
realized amount of Kshs.52,653,210 instead of the correct variance of
Kshs.23,601 ,790.

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

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

Report of the Auditor-Generql on Githunguri llqter and Sanilalion Company Limited for the year ended
30 June, 2019
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Consequently, the accuracy and completeness of the statement of comparison of
budget and actual amounts for the year ended 30 June, 2019 could not be confirmed.



Key Audit Mafters

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

Other Matter

Budgetary Control and Performance

During the financial year 201812019 the Company realized a total income of
Kshs.54,878,410 against a revenue budget of Kshs.79,000,000, resulting in an under-
collection of Kshs.24,121,590 or 31o/o of the budgeted revenue which was not
explained or justified. Further, according to the approved budget, the Company had
allocated an amount of Kshs.1 ,049,300,000 for implementation of various capital
projects during the year under review. However, no project had commenced as at the
time of the audit in March, 2020. No explanation was provided for the failure to
implement the projects during the year ended 30 June, 2019. The underfunding and
underperformance affected the planned activities and may have impacted negatively
on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

The significant level of non-revenue water is an indication of inefficiencies and
ineffectiveness in the management of water resources which has negatively impacted
on the Company's ability to sustain services in the long run.

Report of the Auditor-General on Githunguri Waler qnd Sqnitqtion Company Limited lor the yeor ended
30 June, 2019
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Basis for Conclusion

Non-Revenue Water

During the financial year 2018/2019, the company produced a total of 'l ,536,421 cubic
meters of water out of which 610,088 cubic meters was billed to customers. The
balance of 92,333 cubic meters or approximately 60.2o/o of the total volume of water
produced represents non-revenue water which is 35.2% over and above the allowable
limit of 25% set by Water Services Regulatory Board Guidelines. The non-revenue
water of 60.2% may have resulted in a loss of sales estimated at Kshs.79,641 ,288.



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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 23'15 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance aboul whether
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REOUIREMENTS

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

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

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

(iv) ln my opinion, the information given in the report of the directors on page 10 and
1 1 is consistent with the financial statements.

Responsibilities of Directors and those Charged with Governance

The Directors are responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting Standards
and the requirements of the Kenyan Companies Act, and for maintaining effective

Report o/ the Arditor-Aenerql on Oithunguri llaler qnd Sanilation Company Linited /or the year ended
30 June, 2019
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(iii) The Company's statement of financial position and statement of comprehensive
income are in agreement with books of account; and



internal control as the Directors determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error and for assessment of the effectiveness of internal control, risk management and
governance.

ln preparing the financial statements, the directors are responsible for assessing the
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 the
Directors either intends to liquidate the Company or to cease operations.

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 20',l5 and submit the audit report in
compliance with Article 229(7) ol the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Report of the Auditor-General on Githunguri llater and Saniration Company Limited lor the year ended
30 June, 2019
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Those charged with governance are responsible for overseeing the Company's
financial reporting process, reviewing the effectiveness of how 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.



Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

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

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

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

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

Conclude on the appropriateness of the Directors' use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, lam 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 as a going concern.

Report of the Audilor-Ceneral on Githunguri Waler and Sanilalion Company Limited for the year ended
30 June, 2019
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Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the Directors.



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

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

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

I also provide the Directors 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.

CPA BS

Na irobi

29 December, 2021

Report of the Auditor-Cenerql on Githunguri l{ater and Sanitation Conpony Linited for the year ended
30 June, 2019
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

AUDITOR.GENERAL
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STATEMENT OF COMPREHE,NSM INCOME FOR THE YEAR ENDED 30'rr.IUNE 2019

2018/201.) 20t7 t2ol1l

N otcs KSIIS

Salcs & Other Incomes 3 55,611.376 .15.61 0,067

Lcss:

4 27,089,882 25,236,871

Operational Expenses 5

Total cxpenses 6{.071 .067 6l 37 33-1

Opcrating profit/loss 8,459,690 (t5,627,266

Corporate Tax l9

Profit /Loss After tax (8..159.691)

The accounts on pages l3 to l7 were approved by the Board of Directors on

e/f,t1/aog
Managing Director. . .. .

Board Chairman.........

Chief Oltlcer WENR.....

Date. .

..[)ate.

..Date. .

Chair.nran:P rol. Ilcr.Iur.<l Niorogc I Dit'ectot's: Iirrg .\nrlrerr N{trigai.l\lI SarrtLtcl (iatanu' i\{t's [']ntnru
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Page 13

,j:
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KSIIS

Administrative & Other ExPenses

36.981 .l 85 36.000.462

05.621.2661
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STATEMENT OF FINANCIAL POSITION AS AT 301'II JUNB 20I9

2017t201,t2018/2019ASSE,'I'S

KSHSNotcs KSTIS
NON. CURIIENT ASSETS

15,7 18,9717 19.701,107Property, Plant & Equipment
15.718,97119,701,t 07Total Non-current assets

CIIRRIINT ASSF],TS
3,596,3768 1,239,034lnventories

l3 0,480Deposits t4 130,480
26,136;7499 36,978,790Trade Debtors and other receivables

6.41)2,260l0 5,745.721Cash & Cash Equivalents
36,355,86514.091,025

(]TJIIITENT LIABILITIES
6,338,298l(; 7 .621,739Customer Deposits

95,241 ,881I t7,051 ,949ilTrade and other payables
770,913Shofi term loan
732.461732.461Deferred income( current year)

l 25.{06. r {9
(66,727,6118)(81,312,124)NET CURRENT ASSETS/W.C
(51.008,717)(61.6r 1,017)Net Assets

FINANCED BY:
4040Share Capital l3

I 1,509,082t2 l 1.509,082Capital Reserves
Revaluation Reserve

(73,062,269)(82,932,108)Revenue Reserves

Non-Current Liability
t0,544,43024 9,81 I ,969Deferred income

(s1.008,7r 7)

.........Date...
,-)

I --/Managing Director. .

Board Chairman ......Date........

Chief Officer WENR . . . ..Date

Chairnranfro{. [Serlalrl Niorrrge I)ilcctols, l-ng r\nrlrr:s i\lrrigai.lrll SatttLrcl (i;ttarna, Nlrs lilnuru Page 14

Nq ang a. r\ll St,'phcrr N.lugtrna, \'l r John Nltrtic Nlt- Soiotnort \\'arlt'rtt

EII?r,I.r:d*W

103,083,553

(61.611.017)
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STATIiMENT oF CTIANG[S IN I'QUITYFOR THE, YBAII BNI)[,I) 30I'IIJUNE 2019

PERIOD Share Capital
Capital

Reserve

Revaluation
Reserve

Revenue Reserve

Notes 13 L2 7 t3

Balance as at l/1/2076 40 11,509,082 614,a75 -48,397,O52

Disposal of revalued asset -614,87 5

Prior year adjustments over stated
receivables

-734,205

Profit/Loss -4,?o3,746

Ba lance as at 30/06/2017 40 11,509,082 -57,435,003

Profit/Loss -15,627 ,266

Ba lance 30/5/2018 40 11,509,082 -73,062,269

-1,410,148

Profit/Loss

Bala nce 30/6/2019 40 11,509,082 -82,932,LOa

Total

-36,273,C

-734,2

-8,303,7

-45,925,1

-15,627 ,2

-61,5 53,(

-1,41o,1

-4,459,C

71,4?Z,t

Managing Director

Board Chairman...

Date
,i

4,

Date.

Chief Ofllcer WUNR ....I)ate
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Prior Year adjustment on Loss

-8,459,590
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30II'JUND 2OI9

Notes 20111t20t9
Kshs. Kshs.

Cash flows from operrtinq activitics
Profit/ (loss) before tax (8,4s9,691) (ts,627.266)
Adjustment for
Depreciation on property, plant and equipment 7 1,t49,926 1,076,579

(134,20s)Adjustment of recivables
Cash Cenerrted from 0perations (7,309,76s) ( 14,550,687)
Changcs In Working Capital

(2,357.342) (2.s43,247)Increase in Decrease
Increase in Trade and other receivables 9 ( 10,842,041) (3,859,235)
Increase in Trade and other payables ll 2l.8 l 0,068 2t,3'7 5,862
Increase in Customer Deposits l6 |,283,441 1,889,470

2,312,163Net cash from operating activities 2,511,1,361

Investing activities Purchases ol Assets
Motor Bikes (ss3,100) 0

(2s,000)T,IPS (37,000)
( 13e.200) 0Printer
(218,040) 03 Desktop Computers
(192.464) (701.87s)Pump & Motor

(3,844.600) (e98,660)Pipes and Meters

0 (3,000)Mobile Phones

Paper Shredder 0 (27,200)

0Githunguri Toilets (l r4,035)

( r ,7ss,73s)Net cash florv from investing activities (s,098,139)
Financing Activitics

(732,461) (732,461)Deferred Grant Income
0Short term Loan

3,000,000Long term loan
(500,000)Payment of long term loan

I 767 39 -18..r52Cash flow from financing activities
(s94,880)Net Cash flows (746,539)

6.492.260 5.897.380At start of the year
5 745 721 6,492.260At the end of the year

Managing Director
Board Chairman

Chief Officer WENR...

Date..3.
.Date.....

Date. .
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Statcmcnt of Comparison of Burlgct and Actual for ycar cnded 30'r' ,Iunc 2019

Notes (20) Rudgct 20lti/19 Actual20l{l/19 Variance Variarrcc (7o)

T N CO tv i
Water Sales (a) 76.255.000 52.653,2 l0 -19,601,790

New Connection I'ee 2,145,000 2,225.200 -5 r9,800 - t9yo

Sub--l'otal 79,000,000 54,871t.410 -20, l2 1,590

I:,XPI'NSES

Adrninistration Costs (b) 2,640,849 -2,094, l5 I 44"/"

llilling & IT costs (c) -5 t0,000 s?d o ll l4,9 t2 3"k

Financc costs (d) 600.000 530,895 -69. t05 -120/.

'f ransport Opemting Expcnses 2,18(r,000 2.445,906 259,906 t2%

StaffCosts 23.590.000 20. t50,020 -3.439.980 - l5Yo

t,5 t0.000 100,000 - r.3 r0.000 -8'7Yo

Statutory Expenses(h) 4.260.000 4.212,343 12,343 0%

Maintenance of water (i) 6.857.970 5,3 t9,966 - I .53 8.004

Borehole Services and Consumables (i) r,376.030 422,'.7 64 -953,266 -69%

Chemicals & Water quality 1.e80.000 260.750 - 1.7 I 9.2-s0 -87o/o

Electricitv costs 7.800.000 6.439,05 t - 1.360,949 -t1yo

Bulk water purchases (l) 15,780,000 2 r,857,668 6,077,668 390,6

Security Scrvices 900.000 | .022.067 122.061 140/"

General Expenses 988.000 i00,580 -687 ,420 -10%

Ex pend iture .--;r073,ooo 66.387,77 t

ManagirT g Director....... Date
a

lloalcl ('hailnurn

Chief Ollicer WENR . . Date

Chait'tnanrl't'of B<:rrr;rrrl Njorogcl Dilectols l'-uq.\ndrer. NI tr iqai.lV r Sarntrel (iatanrir. NIrs l]ltnnra Page 77

Ng anq'a. \lr Stt.phcrr N.jLrgrrna. \Ir'.lohn i\'[rrtic N4r'Solor:ron \\'arvr.rrr

t/*rt

w

4.735,000

Board Expenses (g)

I)ate
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Notes lo lhe Financial Slalenrenl!; for te financial vear encletl 3dt' Jrlne 2019

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Accounting policies

The principal accounting policies adopted in the preparation of these financial statements are as

set out below:

Chairrrran:l,rof Ber.rralLl Njorrrgel Dilectols: L,rrg ,\ntllerr Nlrrigai.Nll Satttttcl (iatarna.,\lts EItrtlri,

Ng'anq ir. l\ll stcphcrr N.irrgLrna, NIr lrlhl i\'Trrtit i\'lr Sc,!rrn,,tr \\'autrrt
Page 18

]: 'r
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a) Statement of Compliance and Basis of preparation
The financial statements have been prepared on a historical cost basis except for the measurement

at re-valued amounts of certain items of property, plant and equipment, marketable securities and

financial instruments at fhir value, impaired assets at their estimated recoverable amounts and

actuarially determined liabilities at their present value. -fhe preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates and

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

enrirl s accounting policies.

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

functional and reporting curency of the entity and all values are rounded to the nearest Shilling

The financial statements have been prepared in accordance with the PFM Act, the State

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

b) Revenue recognition
Revenue is recognised to the extent that it is probable that fiiture economic benefits will flow to the

entity and the revenue can be reliably measured. Revenue is recognised at the fair value of
consideration received or expected to be received in the ordinary course of the entity's activities,
net of value-added tax (VAT), where applicable, and when specific criteria have been met lbr each

of the entity's activities as described below.

i) Revenue from the sale of water and services is recognised in the year in which the enlily
delivers products to the customer, the customer has accepted the products and collectability
of the related receivables is reasonably assured.

ii) Grants from National Government are recognised in the year in which the entity acttrally
receives such grants.

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

iv) Dividend income is recognised in the incorne statement in the year in which the right to

receive the payment is established.

v) Other income is recognised as it accrues.
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Notes to the Finnncial Statenrcnts for Ihe finonciol veor ended 3dt' June 2019
c) Property plant and equipment

Items ol property plant and equipment are stated at the historical cost less accumulated
depreciation and impairment
The treatment plant and any other assets apart fiom the ones specifically in the financial
statements are owned by Athi Water Services Board.
The asscts in the ilnancial statements were bought by the company after its formation. Assets
inherited are as stated in the Service Provision Agreement.

d) Depreciation
Depreciation is charged on a reducing balance basis over the estimated useful
Depreciation shall not be recognized in the year ofpurchase ofan asset.

The annual rate ofdepreciation used is as follows
o Office Equipment 12.57o
o Furniture & Fittings 12.5%
. Computers and Accessories 337o
. Motor Vehicles 25%
o Building 2.5%
r Plant & Equipment 12.5%

lil'e of the assets

e) Impairment
The carrying amount of the company's assets shall be rcviewed at each balance sheet date to
determine whether there is any indication of impairment. If any such indication exists, the asset's
recoverable amount shall be estimated and an impairment loss recognized in the income statement
whenevcr the carrying amount ofthe asset exceeds its recoverable amount.

f) Inventories
lnventories are stated at the lower of cost and net realizable value. Net rcalizable value is the
estimate of the selling prices in the ordinary course of business, less the cost of completion and
selling expenses.

g) Trade receivables
Debtors and other receivables are stated at their nominal value and reduced by appropriate
allowances for estimated irrecoverable amounts.

i) Tradc and Other Payablcs
Trade and other payables are stated at cost. l-radc and other payables are non-interest bearing and
are carried at amortised cost, which is measured at the iair value ol contractual value of the
consideration to be paid in future in respect ol goods and services supplied, whether billed to the
entity ot not. less any payments made to tlre suppliers.

Chairntan,l'rol llclrrirlrl Njologt,l Ditectorsr I',rrq .\rtlrr,rr i\'luiqui.1\lr Sarrtrrel ()atanra. r\lrs [.]ntnrtr Page 19

Nu anq a. l\1r Str'Pht'rr N.juqrrna, Nlr-.lrhn l\Irrtic NIr Solonron \\'rrrllrr

h) Currency
'lhe flnancial statenrents are presented in Kenya shillings.
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j) Taxation
Current income tax assets and liabilities for the current and prior periods are measured at the

amount expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantially enacted as at the reporting date.

Current income tax relating to items recognised directly in equity is recognised in equity and not in
the income statement.
Deferred income tax is provided using the liability method on temporary differences at the

reporting date between the tax bases of assets and liabilities and their carrying amounts for
fi nancial reporting purposes.

k) Provisions
Provisions will be recognized when the company has present or constructive obligations as a
result of past events and it is probable that an outflow of resources embodying economic benefits

will be required to settle the obligations and a reliable estimate of the amount of the obligation
can be made

l) Cash and Cash Equivalents
Cash and Cash equivalents comprise ofcash at bank, in hand and short-term deposits with a
maturity of 6 months or less.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand and

cash equivalents as defined above, net ofoutstanding bank overdrafts.

m) Reserves
Surplus / (deficits) from statement of comprehensive income are accumulated in the retained

eamings account.

n) Comparatives Figures
Where necessary, comparative figures have been adjusted to confbrm to changes in Presentation

in the current financial statement

o) Retirement Benefits
The Company and employees contribute to the National Social Security Fund, a statutory pension

scheme. This is a defined contribution schenre registered under the National Social Security Act

Furthermore the employees contribute 7.5o/o of staff basic pay towards a defined contribution
pension scheme (Laptrust Umbrella Retirement Fund) and the company contribtttes l5% to the

same scheme

p) Prepayments and Deposits
The Company shall maintain a schedule of all prepayments and deposits for goods and services

made by the Company. On a monthly basis, a schedule should be prepared to reflect the

prepayments and deposits. The schedules should be reconciled to the General Ledger.

Chairnan:Prot llct.nartl Niorogcl Directors: Firrgr\n,lrerr N'luigrri.NIr Sittrtttel (latanta. NIts linttra

Ng'ang'l. NIr Stephcn N]uguna. rVlr .lohrt N'ltrrit i\{t Soltttrron \\'as t'r'tt

Page 2(

i.-
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Notes to lhe Financiol Slatements for lhe linnncial veor ended 3dt' June 2019
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q) Subsequent Bvents
There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the vear ended 30'h June 201 9

ii)

Property plant and equipment
Critical estimates are made in determining depreciation rates for property plant and
equipment
The rate used are set out in note I (d) above
Criticaljudgement in applying the entities accounting principles

In the process of applying the courpany's accounting policies the management has made
judgements in determining
The classification of financial assets
Whether the assets are impaired
Revaluation of assets

20t8 t2019 2017 t2018

Salcs & Other I nco mes Kshs. Kshs.

Water Salcs 52,653,210 42.941,655

Other lncomes Survey and Works 2.225.200 l ,915,363

Interest Received 505 0

Other Miscellaneous Incornes 0 20,588

Grant (Note l7)
(irant lnconre 132,461 732,461
'fotal

Clrailrrran:l)r'ol. Bcrnartl Niorogc I I)irectolsr Lrrq ,\nrlrtrr Nlrrigai,J\lr Sarrrrrel (latarna, N,lr.s Erlrrra Page 27

Ng'ang r. i\ll Stephcrr Niugrrrra, NIr.lohn \lrrric r\1r'Solotrron \\'a'rrr.nr

JI,
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Noles to lhe Finonciol Stalenrents for the fintnciol year entled 3dt' June 2019

2. Critical accounting estimates and Judgements
Estimates and judgenrents are continually evaluated and are based on historical experience and
other factors, including experience ol future evets tl')at are believed to be reasonable under the
circumstances
i) Critical accounting estimates and assumptions

3. Sales & Other Incomes
These include water sales, Sale of tender documents and miscellaneous incomes lrom reconnection fees
and change of name.

55,(rl1,376 15.610.067
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4. Administrative & other cxpcnses 2018 /20t9 2017t2018
Kshs- Kshs.

[,unches 3 I 9,410 ?is rrs
Per-diem 964,687 632,707
'felephone

318,139 283,505

l 1.520 r 1,360

Stationery |2,945 24,330
WASPA subscription 55.000 55,000
I"'KE Subscription 60,000
Credit Reference Bureau 31,500

Staff Subscriptions 3 1,400 21,200
WRUA 3.000

I)rin t ing t44"245

66.000

Newspaper 29.640 25,560

Computer Expenses 66,232 75,820
Internet Services 107,500 I1,950
Logbook Transfer Charges 6.452
Office running expenses I 39,553

Protective wearing 12,910

Billing costs tl3,700 I 64.1 00

Software cost Sage Pastel 177,480 I 19,480

Audit fee 364,000

Other Consulting fees 75,400

Facilitation Expenses 153.3 l5 t7 550

Rcnt 72,000 39,000

Corporate social responsibility 30,000

Environmental Conservation I I,000

Travel ling &Accommodation 36,080 17,670

Advertising & Promotions 39,337

Staff Unilbrms 73,645

StafT IDs 12,000
-fraining Levy 22,450 47.350

Bank Charges 166,895 134,348

Chairuan:l)rof. Bct'rrurrl Njorogr.l Directors: Urrg ,\ndnr i\ttrigai.Nll SarnLrel (iatama, r\Irs linrnrir
Ng anq'4. NII Ste pht'rr Nirrguna. Nlr John \ltrtic i\,lr Solouron \\'arr clrr
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Email & postage

149.3t5
Asset tagging

133,07 5
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lloard Expcnscs

Directors allowances 200.000 594.000

Board Expenses 42,530

I)AYD Dilectors 244,245

Staff Expenses

Salaries 15.262.653 15,146,709

Casual wages 1.406.400 805,02s

NSST 188.800 I 7l ,600

NHIF 3 88.3 50 381,200

Pension ) )t) q)7 1.802,626

Medical Insurance 727.348

Student allowance 455.240 350,510

(Jencrll t:rpenscs

Education &Training 307.000 49.500

Team Building and WASCO Games 300,s80

Security |,022,067 896.040

Sanitation services 26,843 56,843

Hospitality and Entertainment 72,910 38,990

26,930

General items 2,650

Depreciation t,149.926 t,076.579

Bad Debts Written OIf
Provision tbr Bad Debts s70.634 203,1 l 8

'fotal 27,089,882 25,236,870

5. Operational cxpcnses 201 tt/201 9 20t7 t2018

Kshs. Kshs.

Chemicals 260,750

Bulk water purchases 2t,857,668 21,90t,169

Electricity 6.439,051 7 .412.7 t9
AWSB Lease fee 1.845,603 2,108,552

Water levy-WASREB
l ,700,1 57

450.1 8 I

Maintenance Water systenl 1.470,366 795,801

Borehole Services 230.l 00 s90.l 20

Transport operations& Maintenance 799.380 595,060

Motor Vehicle and Motor Bikes Insurance 21,217 21,217

Chairrnan:l'rot. llclrrultl N.joro14c I Dilectors, ['.rrg Anclr,:rr N{Lrigai.NIr Sarnrrel (irrtama, I{ts I']trntit
Ng arrq a. Nll Stt';rlrcrr N.itrgtrrra. Nlr John i\Ttrtre Nlr Solotrrott \\'astrtt
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WARMA Levv 726,583 542.688

Fuel Expenses
t,625.309

1,372,954

Water Testing 210,000
Calibration and meter testing s,000

Total 36,981,18s 36,000,462

7. NON CURRIINT ASSETS

Property, plant and Equipment 2018/2019

Cost as at 1/7/18 130,23s

Office
Equipment

407,246

Fu rn itu re
& Fittings

74a,OOO

Motor
vehicle

2,579,3041,403,016

Computers
and
equipment

ADDITIONS in 201.8/2019

Printer
139,200

Desktop Computers
278,O40

37,000

BH Motor
192,464

Pipes and Meters

GithunguriToilets

Motor Bikes
553,100

Total Additions 2018/2019
394,24O 553,100 792,464

Total Noncurrent asset at cost.30/6/2019 73O,215
L,797,256 407,246 1,301,100 2,777,768

Dep *At the beginning of the year 717178 87,319
7,269,433 240,970 241,750 1,,t11,,492

L83,477
Depreciation for the year 5,365

66,61,7 20,797 L26,563

7,336,O44 261,,707 368,313 7,294,969
Accumulated Depreciation at the end of the
year 92,684

NBV 30/5/19 37,552
461,272 t45,579 932,744 7,476,4OO

42,916
99,958 766,376 506,250 L,467,8L2

NBV 30/6/18

Buildings

1.O,577,5,

1,1,4,O35

114,035

10,691,5r

r,799,751

234,445

1,,434,201

9,257,38.

9,377,79

Clrailuran:Prof. Berlrlrl Njorogt-l I)irectols: ling i\nr.1ri,rr Nlrrigai.l\IrSanrLr('l(;atarna,,\lrs Enrttru

Nganea. \1r Stcphcrr NirtgLrna. j\'lr-John Nlrrtic t\lr Solotrrotr \\'aue-rrt

Page 24
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8. Invcntorics 2018 t2019
Kshs. Kshs.

Stock as at 30tr' June 201 8 - Chemicals 0

R & M ltenis 1 ))O )'\A 3,569,576
Stationerv 9.800 26,800

Total 596 76

Notes to lhe Financi Statements for the financial yeor ended 3dt' June 2018

Chait'uran,l)r'of Rclrrattl Nir'rr'ogc I Directors: lirrg ,\ndlt,rr N'lLtiqai.l\lr Sarrruel (latama. i\,[rs [ir:rrla Page 25
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9. Trade dcbtors and othcr receivables 2018 t20t9 2017t2018

Kshs. Kshs.

Trade Debtols 57.024,959 45.6t2,284
(20,046,169 ( 19,475,535)

> 6Monlhs 6 Months 5 Months 4 Months 3 Months 2 Months Cu rrcnt

42,028,391 .00 1.903,806.00 3 ,07 3 ,t 62 .00 4,61 8,3 5 I .00 4,98 r .088.00 5,9 r 6,679.00 9.500.037.00
10. Cnsh and cash equivalents 2018 t2019 2017t2018

Kshs. I(s h s.

KCB - 04325560361 1 I 1 I 05027 023 13,843

- Equity - 0930293233664 s9.924 I 9,91 5

819,03 5 372.092
KCB - 43255603634/ I 105027 s97 s,567.386

3 8,05 7 31,1 53

- Kiambu Unity Finance 141,030 96,1l6
- Cash in Hand 0 120

KCB-l 134860803 82.910 265,943

Mpesa 94.000 125.693

5.745.721 6,492,260

. j-'
ri{ I ) lr,ril.9fiS\h#

2018 t2019

1,239,034

Plovision fbr bad debts

Total 36.978.790 26.136.749

(61s)

KCB - 43255603628 t I I 05027333

4,51 1,382

- Dairy SACCO

Total
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Property, plant and Equipment 2018/2019

Cost as at 1/7/18

Office

Equipm ent

130,235

€omputers
and

equipments
1,403,016

Furniture &
Fittings

407,286 7 48,000

Motor
h icle

Plant &
Equipment

2,579,304

Buildings

10.577,545

Mobil
phones

43,200

Pipes and

Meters

4,464,680

Tools

54,500

Total

20,407 ,7 67
ADOITIONS in 2018/2019

Printer
139,200

Desktop Computers

UPS

8H Motor
792,464 t92,464

Pipes and Meteas

GithunguriToilets

M otor Bikes
553,100

otal Additions 2018/2019
553,100 192,464 114,035

Total Non current asset at cost.30/6/2019 7,797,256 1,301,100 10,691,581 54,500 25,506,206
Dep 'At the beginning of the year 1/7/18

1,199,755 4,655,773
Depreciation for the year

726,553 783,477 234,445 r,749,926ated Depreciation at the end of th
ear

Accumul
92,684 7,336,044 261,7 07 368,313 7,294,969 1,434,200 93 7,181 50,903 5,805,09-c

NBV 30/6/1s
9,257,387

NBV 30/5/18 99,958 505,250 7,457,872 9,377,797 4,037,428

I Ir @ II IEI rI II

I I
I

II
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@@ @
E
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I
I I
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2,777,76A

75,7 78,970
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Notes lo the Financial Statements for the linancial vcor ended 3dt' June 2019

11. Trade and other payables 2018 /2019
Trade payablcs Kshs. Kshs.

K.P.L.C 9s4,164 602,502

Nairobi Water Company 88.412,3 l2 '71,554,644

Techlink Hydro System 226,000 276,000

Kinetic t35,440 I 95,019

Target Industrial Suppliers 37,700 3,900

Sulis East Africa 52,200 2,700

Damwotech r 0s,000 7,854

Bromak Ceneral Merchants 77,400 134.860

Elevators 132,000

Rentokil 4,211 8,421

Babs security 594,239 320,097

Danco Capital Ltd 380.000 192,052

Wendo Autotyres 159,342 lJ t3 766

Ruiru Juja I 19,000 I 19.000

Nairobi Iron Mongers 27,500 83,276

Kyhill Merchants 38,470

Simasons Enterprises 329,750

Gaura Enterprises 54,580

Lionet Investment 15.800

New Ruiru Engineering 86,430

Transafrica Systems Ltd 320.000

Jipemoyo Exhauster Services 10.000

Rope Engineering 5,340

Dream-it 66,000

Path Ventures 24,440

Accrued Expenses

Stalf DedLrctions I,928,403 1,606.456

Other Payahlcs

Customer Prepayments 53 5.908 521,187

AWSB 15,541,893 13,696,290

WASREB 2,180,179 480.022

Ministry of Water & lrrigation 22,000 22,000

Water Resources Mgt Authority 3.972.908 3.346,325

Kenya National Audit t,292,000 928,000

Directorate of I.Training 7,1 50 1,700

C[airrnan:Prol. Relnaltl Ni,rroge I Directols. [irrg ,\ndrcrr NluiUai.NIr Sarlrtrel (;atama, NIrs litrrntit

Ng ang'a. Nll Stcphcrr N.irrgrtna. trlr.lr>lrn Nlrrric N1r'Solonl,rr \\'arr et'tt
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Waspa 95,000 40,000
FKII 60.000 60,000

Total lI7.05t,949

12. Capital Rescrves and Capital Grant
Capilal Reserve; the initial capilal as shown is equal to the debtors inherited during the formation
of the Conpany is I I .509,082.
Copital Grant; relates to construction of Githiga and Ngewa Sanitation Blocks

13. Share Capital and Revenue Reserve
Share Capital Authorized share capital, 5,000 ordinary shares of 20/= each. Value of authorized
share capital Kshs.100,000. Issued Share capital is 2 ordinary shares of 20/= each. Value of
Issued Share capital is Kshs. 40/:.
Revenue Reserve Prior year adjustments relate to provision of corporate tax and tax control
account adjustments

14. Prepaymcnts and Deposits.
The figure of Deposit in the Balance Sheet is the amounts paid in deposit for telephone,
electricity and Kagwe office.

Prepayments and Deposits 20tu / 2019 2017 t2018
Kshs. Kshs-

Office Doposit l l,500 r 1,500

Electricity 45.980 45,980
Telephonc 23,000 23.000
Ir uel 50.000 s0,000
Total l -10,480 130,480

15. Provision for Bad debts.
The company has provided bad debt of Ksh.570, 634 being 50% of Trade debts uncollected in the
financial year

Opening balance

Bad debt provision

19.475.535

70 o-)+

BalanceCarriedforward 20.046.169
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Customer deposits 2018 /2019 20t7/20fi)
Kshs.

Opening balance 6,338,298 4,448,828
Additions |,287.941 1,889,470
Withdrawals (4s00)
Closing balance 7 ,621,739 6,338,298

16. Customer deposits

17. Grants
The Company did not received grants in the financial year 2018 2019

18. Contingent Liability
A legal case was ruled against us of which the company is required to deposit a sum ofKshs.l, 168,000 in
a joint interest account awaiting appeal. The money is to be borrowed from Customer Deposit account
since the company is not in a financial position to settle the charges. Further, a former employee of the
company Mr. Robert Njenga has sued the organization seeking Compensation of about Kshs. 730,000/:
for unlar,r{ul dismissal. 'I'he matter is in court. No provision has been made for this matter.

Clrailnran:Prof Bcln;rnl NjologcI Dit'ectols: [.ng,\nrllcrr Ntrriqai.NIr Satnrrcl (jatarrra. NIrs F]nrrrra Page 28

Ng'anq'l. Nlr Str'1rhr.rr N.irrgrrna, i\'l r John Nltrtic NIr Solouron \\ as,crrr

Eera;1..,iiltr).w

l(shs.



ANNI.IAI, RHPORI'S I'OR'IHT] PERIOT) T]NT)}]I) IT0106/ I9
C]I'|HLINGLIRI WA'II]R ANL) SANI'|AI'ION CO. I,'ft)

Witllin L;ithun.Buli I'olicc conlpoun(ll ofrp. liullily []ank ,t'.(') U(rx 82ll Lirthllll8ul i 0(
Itc nva'l't'1 07004340lt4.t-Mail githun3uliu,ater'(ri)yahot-t.cr.rut

(i

(iithunguri Watcr lnd Sanitution (ionrpanr

INCOME TAX COMPUTATION
l'IN: P051222761W
for to thc ycar cndcd 301612019

Kshs

(8,459.691)Loss as per financial statements

Fines and penalties 949,800

Mcter Rcnt 2.382.150

Provision fbr bad debts 570.634

Depreciation 1,149,926

5,052,510Total

(3,407,181)

I)IiDUCT:
I rtlustrial Building Al lowances

Wear and tear Allowance (624,984)

Proflt on sale of equipment

Dccrease in provision lbr Gratuity
(732.461)Def'erred Grant Income

Inlcrest Incolrlc

Donatiolrs ['rom county govV wsttTother donors not subject to tax

Ad.lustcd Business I'rofi t (1,764,626)

Adj usted Business Profit/loss BF

Tax on business income: @130oh ( l,429,388)

ADD
Tax on interest income: (@30%

(l.429,388)Total Tax Liability

Less: paid
'['ax credit C/F ( l .429.388)

Nolas to the l:inancial Starenrcnls lin'thc linonciol year endul 3dt' Junc 20lg

19. Co ora tc tirx
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a)

b)

c)

20.Notes on Varianccs Budget And Actual

Projected billing was not realized due to incomplete projects i.e.Mukuyu dam project
& High Non Revenue water this also affected number of new connections where
miscellaneous revenue is realized.lt is worth noting there was a 22%o growth in billing
The projected legal costs, general insurance and protective clothing costs were not
incurred ,also the projected environmental conservation cost was minimal due to
facilitation olseedlings from Athi water works development Agency.
The finance cost projected reduced due to revision ofour accounts with KCB from
business current account to privileged account.

Transport operating expense increased due to purchase of 5 additional motorbikes
Staffcost reduced due to unprocured medical cover for staffdue to its high cost.

Board expenses reduced due to dissolution ofthe regional board in January 2018

d)

e)

f)

g) Maintenance of water system projected cost reduced because most of proposed items
were not bought due to the financial position ofthe organization. Inclusive in this cost

are Pipes & meters bought during the year.

h) Borehole Services and Consumables projected cost reduced due to well-maintained
control panels thus reduction in pump failures.

i) We used the balance of existing chemicals left by the contractor onsite hence the

reduced cost.
j) Electricity costs reduced due to frequent use of gravity water in Thuita, Kiratina &

Mihuko.

k) Butk water purchases from Nairobi water increased due to additional area like Miguta
which was previously underserved

l) Security cost increased due to additional guard at Mukuyu II dam.

m) General expense relates to Team building & Wasco games. Team building was not

held during the year due to financial constraints.

21. Itelated Party Disclosures/lJalanccs

a) Nature of related party relationships
Companies and other parties related to the company include those pa(ies who have

ability to exercise control or exercise significant influence over its operating and

financial decisions. Related parties include management personnel, their associates and

close family members.
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The Company is relatcd to;

i) Ministry of Water and lrrigation
ii) County Government of Kiambu
iii) WASREB
iv) WARMA
v) Athi water seruices board
vi) Key rnanagement
vii) Board ol directors

b) Kcy managemcnt re muneration

c) Duc to related pnrtics

Amounts duc to relatcd partics 2018 t2019 20t7t20ttl
Kshs Kshs

AWSB I 5.541 ,893 13.696.290

WASREI] 2,1 80,1 79 480.022

WARMA 3,972,908 3,346,325

Ministry o1'Water and Irrigation 22 000 ?) noo

Nairobi Water 88.412.312 7 t .554.644
Total 110,129,292 89,,099,,281

AWSB -We are required to remit 670 of our monthly collection to Athi Water Service Board

(AWSB) as the administrative f'ee fiom our gravity and borehole source.

WASREB - We are required to remit 402 of our billing and miscellaneous income to the regulator

as the water levy fee.

WARMA - WSP's are required to remit Ksh 0.5/ml of water abstracted lrom legalized sources

and Ksh l/ml of water abstracted from illegal sources
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kcy Mrrn:rgenrent llenruner:rtion 2018 I20t9 2017t2018
Kshs.

Directors 2.00.000 83 8,245

Key Management 6.086,1 86 s.954,000

Total 6,286,186 6,792,245

Notes lo lhe Financiul Slutentents for lhe finoncial year enrletl 3dt' June 2019

Kshs.
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(i) Credit risk

The company has exposure to credit risk, which is the risk that a counterparty will be unable
to pay amounts in full when due. Credit risk arises from cash and cash equivalents, and
deposits with banks, as well as trade and other receivables.

Fully perfonning

Shs

Past due

Shs

lrnpaired

Shs

At 30 June 201 9

Trade
receivables

36,978.790 0

Bank balances 5,',l45,',!21

At 30 June 20 | 8

Trade
receivables

26,t36,'149

Bank balances 6,492,260

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in the

statement of financial position are net of allowances lor doubtful receivables, estimated by the

company's management based on prior experience and their assessment of the current economic
environment.
The carrying amount ol financial assets recorded in the financial statements representing the

company's maximum exposure to credit risk without taking account ofthe value olany collateral
The board ofdirectors sets the company's credit policies and objectives and lays down parameters

within which the various aspects ofcredit risk management are operated.

Chairnran,Prol. Berrrultl N jorrrgc I Directors, ['-rrg ,\ndrcu Nlrriqar.l\ll Sutttttcl (iatamr. NIrs [trttrtit
Ne'anq'a. NIr Stcphrrr N.irrgLrnir, Nlr'.1>hn Nlrrtie N'lt S,rlottrort \\'artcrtt

Page 32

Notes to the Financial St ements for the financinl vear endetl Sdt' June 2019

22. Financial Risk Management

The company's activities expose it to a variety offinancial risks including Market risk, Credit risk
and liquidity risk. The company's overall risk management program focuses on unpredictability

olchanges in the business environment and seeks to minimize the potential adverse effect of such

risks on its performance by setting acceptable levels of risk. 'fhe company does not hedge any

risks and has in place policies to ensure that credit is only extended to customers with an

established credit history.

The company's financial risk rnanagement objectives and policies are detailed below:
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( ii) l,iquiditl risk nranagcnrcnt

Ultimate responsibility lbr Iiquidity risk management rests with the company directors, who have

built an appropriate liquidity risk management framework lbr the management of the company's

short, medium and long-term funding and liquidity nlanagement requirements. The company

manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash llows payable by the con'lpany under non-derivative financial

Iiabilities by their remaining contractual maturities at the reporting date. The amollnts disclosed in
the table are the contractual undiscounted cash flows. Balances due within l2 months equal their
carrying balances, as tlre ilnpact oldiscounting is uot significant.

Less than I month
Between I -5

lnonths
Over 5 rnonths Total

At 30 iune 2018
'l'rade payables 4,087 .296 12,949,643 99.224. 143 I t6,26 | ,082

(iii) Market risk

'Ihe board has put in place an internal audit ftnction to assist it in assessing the risk faced by the

company on an on-going basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices

and foreign exchange rates which will affect the company's income or the value of its holding ol'
Ilnancial instruments. The objective ol market risk management is to manage and control market

risk exposures within acceptable parameters, while optimizing the return. Overall responsibility
lirr managing market risk rests with the Audit and Risk Management Committee.

The company's Finance Department is responsible fbr the dcvelopment of detailed risk
management policies (subject to review and approval by Audit and Risk Managemenl

Corlmittee) and for the day to day inrplementation of those policies.
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There has been no change to the company's exposure to market risks or the manner in which it
manages and measures the risk.

(a) Foreign currency risk

The company has no transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency.

(b) lnterest rate risk

Interest rate risk is the risk that the company's financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises from bank

deposits.'lhis exposes the company to cash flow interest rate risk.

The interest rate risk exposure arises mainly from interest rate movements on the company's
deposits. Regional

Munagement o/- interest rate risk

To manage the interest rate risk, management has endeavored to bank with instirutions that offer
favorable interest rates.

(iv) Capital Management

Capital managed by the company is the equity attributable to the equity holders. The primary
objective of the company's capital management is to ensure that it maintains healthy capital ratio
in order to support its business.

The company manages its capital stnrcture and makes adjustments to it, in tight of changes in
economic conditions. No changes were made in the objectives, policies or processes during the
years ended 30 June 20 I 8 and 30 June 201 9.
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The company monitors capital using a gearing ratio. This ratio is calculated as net debt divided by
total capital. Net debt is calculated as total of interest bearing loans and borrowings, trade and
other payables less cash and cash equivalents.
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Gcaring ratio

2018 I 2019 2017 t2018
Kshs Kshs

Trade and othcr payablcs (notc l4) tt7 ,05t,949 95,24 I ,881

Lcss: cash ,rnd short-term dcposits 5,'7 45,721 6,492,260

Nct deht I l r,306,228 88.749,62t

Equity -60.878,s56 -50,276,256

(icaring ratio -1.828332274 -1.765239265

24. Deferred Income
A deferred income has been set up in the statement offinancial position and presented as non-current
liabitity for the noncurrent component and acurrent liability for the amount amortizable within the next
one year.

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