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XARURI WATER AND SANITATION COMPANY

REPORTS ANO FINANCIAI STATEMENTS FO&IHE YEAR ENDEO 30JUNE 2019

Background lnformation

Karuri Water and Sanitation Company Limited is a public company (herein referred to as KAWSCO)

which was registered under the Companies Act on 24th April 2007 and in accordance with the

Water Act 2002. The Company started its operations on lstJune 2008 and had its first board

meeting on 4th November 2008. The company has seven directors and its core function is water

delivery within Kiambaa Sub-County's area of jurisdaction which covers five administrative wards

namely Kiambaa, Muchatha, Ndenderu, Cianda and Kihara. The County Government of Kiambu is

the shareholder of the company. During the period under review, the company had nineteen (19)

permanent staff and nineteen (19) staff under contract.

PrincipalActivity

The principal activity of the company is to distrjbute water from our sources to individual and

commercial consumers within our jurisdiction.

Directors

There were no substantive board of directors during the year due to reorganization being

undertaken by the County Government of Kiambu.

Registered Office

Davekon Palace

Banana-Limuru Road

P.O Box 818-00219,

Karuri, KENYA

Coapo,ate Contacts

Telephone: (254) 0727484139

Email: info@karuriwater.co.ke

Website: www.karuriwater.co.ke

Corporate Bankels

Post Bank- Karuri bra nch

Head Office

P.O. Box 30311-0100

Naarobi, Kenya
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Family Bank- Banana branch

Head office

P.O. Box 74145 00200

Nairobi, Kenya

Co operative bank-Ruaka Branch

Head office

P.O. Box 48231- 00100,

NAIROBI

lndependent Auditors

Auditor General

Kenya National Audit Office

Anniversary Towers, University Way

P.O Box 30084

GPO 00100

NAIROBI, Kenya
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Equity Bank Ruaka Branch

Head office
P.O. Box 75104-00200

Nairobi, Kenya

salaricom M-Pesa money transfer service

Paybill No.544500
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Board of Directors

The core functions of the board of directors are to formulate policies to ensure sustainability of the

company, effective and efficient management of the aompany's resources Seared towards

equitable supply of water withan the company's area ofjurisdiction.
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ManaSement Staff

The management stafl during the year was as follows

Mr. John P. Karioki-

ManaginB Director

He is responsible for: Coordinating the day to day management of

the Company

Monitoring and assessing management's performance

Ensuring that the company complies with the legal and Sovernance

framework of the company

Ensuring institutional transformation in accordance with corporate

strategy

He is responsible for all the technical aspects of water produation

and distribution. He is also tasked with overseeing field operations

and ensuring that the Company progressively increases coverage to

the underserved areas.

He is also responsible for ensurinB that the company keeps the non_

revenue water (NRW) within acceptable standards.

She is responsible for all the commercial activities and tasks of the

company.

This includes meter readin& billing and disconnections so as to

ensure that the company maximises its collection efficiency

She also ensures that the metering ratio of the company remains at

100%.

Mr. James Njoroge -

Technical Manager

M/s Esther Muthoni-

Commercial Manager
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KARU RI WATER AND SANITAfION COMPANY

REPORTS ANO FINANCIAL STATEM€NTS FOR TTiE YEAR ENOED 30 IUNE 2019

Chairman's Statement
Karuri water and Sanitation Co. l-td has had a relatively challenging financial year, our main challenge

continues to be the lack of high yielding and cost-effectave gravity sources of water.

However, as far as water sources are concerned, some of the key hiShliShts are that the process of

having our first ever maior treatment works has begun The Kiambaa Water Supply Project (Ruaka

Dam) which is expected to be funded by the Eelgium Government through Athi water Works

Development Agency. Preliminary desiSn of the Dam, water treatment plant, pipeline, storage tanks

is complete. The only remaining bit in order to work out the total project cost for submission to the

dono15 is quotation for rerouting of power lines traversing the proposed Dam site. Another gravity

source in the pipeline is the Ruiru 2 dam under the Nairobi Water Master plan desiSned to serve

Kiambu, Karuri and Nairobi. The production capacity ofthe proposed dam is 75,000 m3/day The

desi8ns have been done awaiting implementataon

Satisfying our customers and creating stakeholder value remain our cherished goals. As we look into

the future, our resolve is to remain focused to achieve these goals throu8h securing adequate water

supply, distribution capacity, reducing losses, increase in coverage and expansion of our customer

base. We are also expanding our social responsibility by providing our service5 to the low income

areas throuSh maintenance of water kiosks where water is affordable to residents who don't have

individual household connections in those areas.

The single biggest challenge in the year under review, like in past years, has been the risang cost of

water operataons. Our hiShest expenditure remains electricity and the purchase of Bulk water from

Nairobi Water Co. Ltd accounting for 21% and 24% of our total expenditure respectively. These and

other operating costs have led to a deficit in the year which we hope to reverse with an upward tariff

adjustment as well as cheaper sources of water.

1

lohn M. Mutie

ChiefOfficer,

Water, Environment and Natural Resources

xlambu County Government



Report of the Managing Director

The financial year ending 3oth June 2019 has had both challenges and achievements' it has seen us

continue to implement our core mandate of water distribution in Kiambaa Sub-County'

Aahlevements

The company is still on course to have its first ever major treatment works at Ruaka This will include

a dam, treatment works and an ofli(e block The preliminary design ol the dam, treatment works'

pipeline, storage tanks is complete and the project costs are being worked out for submission to the

donors. This proiect is expected to have a yield of 1O,OOO Mr/per day This would relieve us the

burden of bulk water purchase and help us meet the demand in our area

The meter reading efficiency for the year stood at 91.1%, the billing efficiency was 65'1% and the

collection efficiency was 103.6%. The new connections for the year were 554 leadinS to total of 8,298

connections of which 2,612 were inactive.

To embrace technology and as part of our cost reduction measures, we have discarded paper bills

and our customers are now receiving electronjc billS through emails and short messaging servace

(SMS) hence enabling timely deliverY of bills, better communication with customers and imptoved

service delivery. By the end of the financial year, 94.5% of our cl'/stomers re'eived their water bills

via SMS or email.

challenges

The company has reported a loss of Kshs.6,224,909 compared to a loss of Kshs 6,919,546 for last

year. This has been occasioned by increased cost of doing business which exponentially grew in the

year under review.

The company continues to pay the largest portion of its revenue to operation costs specifically

electricity and purchase of bulk water, in the year ended 3Orh ''une 2019 the company incurred Kshs

17,803,371 and Kshs. 21,805,710 on these two items respectively This represents 45% of the total

expenditure in the Year.

ManaSing Director,

John P. Karioki

XARURI WAT€R AND SANITATION COMPANY

REPORTS AND FINANCIAT SIAT€MENTS fOR IHE YEAR EI{D€O 30JUNE 2019
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Corporate Governance Statement
The Company regards good corporate Sovernance as crucial to the success of the business and is

committed to practice it so that it remains a sustainable and viable business. This Statement sets out

the main corporate governance practices and struatures in the Company.

The following Corporate governance guidelines and principles are applied in the Company to govern

the Board and the staff. WASREB guidelines on Corporate Governance for water companies specify

best corporate governance principles and others lake the Code of Ethics for directors and the Public

Officer Ethics Act, 2003 that applies to public officers.

Directors exercise independent judgment and professional competencies for effectave Sovernance

of the Company as set out in their terms of reference which clearly spells out important governance

arrangements covering appointment of directors.

The Directors' Code ol Conduct sets out rules that govern the conduct of individual directors in order

to enable the Board to operate effectively and in the best interests of the Company. The Code of

Conduct sets out rules Ior directors to amon8 others: act honestly, in Sood faith and for the best

interest of the Company, exercise duty with care and diligence, avoidance and management of

conflict of interest, maintain confidentaality of information about the Company, showang

commitment to and attend to Company's business and respect to fellow directors.

Conflict of lnterest

Di.ectors are required to make a written disclosure of any transaction in which they have interest

and which would constitute a conflict of interest and to abstain Irom voting when such matters are

being consadered. Business transactions with all partieS, directors or their related parties are carried

out at arms' length.

Role and Responsibilities of the Board

The Board provides leadership and strategic direction to the Company Their main responsibilities

9
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REPORTS ANO FINANCIAL SIATEMTNTS FORTHE YEAR €NOEO 30JUNE 2019

.EstablishinStheshortandlong.termsoalsofthecompanyandstrateSicplanstoachievethose

Soals

. Ensuring preparation of the annual, half-year and qua'terly financ'al statements-

. Approval and review of the annual budgets.

. Setting and periodically reviewing key performance indicators and management performance'

. EnsurinB that the Company has adequate systems of internal controls

. Ensuring that the Company has adequate risk manaBement plans to ensure business continuity'

Role ot Chairman ofthe Eoard ot Directors

The Chairman is primarily responsible for providing leadership to the Board, Chairing Board meetinSs

and general meetings of members The chairman also ensures that the Board is supplied with timely

and sufficient anformataon to enable it to discharge its dutie5 effectively

Manating oire.tor

The Managing Director is th€ Chief Executive Officer of the company responsible for the day to day

management of the Company. He is also the secretary of the board'

Oirectors T.aining and Oevelopment

The Company recogni:es the importance of having a well informed and fully empowered Eoard of

Directors. ln this regard, relevant training and capacity development opportunities are organized to

equip directors with skills and knowledge necessary to effectively perform their responsibilities when

funds are available.

Board Work plan and MeetinSs

AworkplanandscheduleofmeetinSsi5preparedannuallyinadvance'TheBoardmeetsatleast

onceinaquarterormoredependingontherequirementsofthebusiness.Directorsreceive

adequate notice for meetings and detailed papers on issues to be discussed

10



KARURI WATER AND TION COMPANY
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Management Discussion and Analysis

Th€ following is an analysis of the key highlights in the financial quarter under review in the following

aateSories:

1. Key implemented, ongoinB and proposed projects

2. Compliance with statutory requirements

1) KEY IMPLEMENTED, ONGOING ANO PROPOSED PROJECTS

A. lmplemented PJoJe.ts

Kawaida Boreholes under the Droutht MitiSation Program

The Borehole was handed over to Karuri water Company on 3'd October 2017 after it was declared

substantially complete. Currently, the project is in the defects and liability period which is proiected

to end in March 2018.The Contractor was mandated to address all incomplete tasks within three

months after handing over.

The Borehole which has a tested yield of 12fi1lht has alleviated water shortage problems in

Kawaida. Customers who were getting water once per week are now supplied water twice per week.

Operationallzation of Canon and Gaithuma Eoreholes

The 2 Eoreholes have a combined discharge of 16m3/hr' Their operationalization has addressed

water shortage problems in Upper Waguthu, Gathanga and parts of Kiambaa. Customers who were

receiving water once after every two weeks are now supplaed water twice per week. The company is

earmarking to activate all dormant accounts anactivated due to lack oI water and enlist new

connections.

Ndenderu-Xarura pipeline extension to boost waler supply in Karura

The project was successfully completed on 21'! December 2017. A total of Kshs. 887,806 was utilized

to lay 1,570m, DN gomm HDPE pipes from Ndenderu to Karura. Water shortage problems in Karura

have been substantively addressed as water is now supplied to all areas thrice per week. PreviouSly

due to reduced flows from Wangunyu Borehole, some sections in Karura with 100 active connections

were Lrnserved leading to inactivation of the ac.ounts. The Monthly billing for the zone it proiected

to increase gradually as dormant accounts are activated and more water is billed due to the regular

supply.

11
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Ite Oam water supply Proiect

The Company engaged three Contactors to undertake evaluation of the system and advice

accordingly on the servicing of the unit. ln order to revamp the system to its optimum status of

25m3/hr, the followinE is proposed;

a) lncorporate chemical lluthing component into the Ultrafiltration unit in order to ensure the

membranes are flushed and cleaned periodically

b) Reposition flocculant and chlorine dosinS points. Currently, dosing is undertaken directly into

the inlet pipe feeding the UF unit hence the risk of flocs settling and cloSSing the membranes

Its recommended that online dosing into the system be undertaken at the intake point on

the outlet pipe from the raw water pump i.e at the pump house

c) Replacement of sand filter in one chamber' A.tivated carbon is preferred as compared to

Clion X filteration media in order to reduce unnecessary load on the membranes'

d) Regular servicing of the unit, at least quarterly

B. Proposed Projectt to lncrease Water Supplv

Supply from Llmuiu Water and Sewerage Co. Ltd

The Company has written officiallY to Limuru Water Company expressing the need to start

discussions in order to aSree on the terms and conditions of supply. This is in relation to the interest

by the Company to share identified water resources from Limuru Water & Sewerage Company

namely; Tigoni, Karirana and Redhill.

Karuri-Rwaka Water supply Proposal

TheprojectwithanestimatedproieatcostofKshs.508,319,416isearmarkedtoserveKaruriand
Rwaka 5ub-locations with a production capacity of 4,600mr/day. The funding proposal request was

submitted to Kenya Pooled water Fund (KPwF). KPWF consultants carried out Technical evaluation

of the project on November 2017 and were positive on its feasibility. Further financial evaluation of

the project by the KPWF lnvestment committee is currently ongoing and communication is expected

before end of March 2018.

Kiambaa sub-county wards funding p.oposals

The Company prepared and submitted concept reports to all MCAS in the 5 wards of Kiambaa sub-

county. The concepts reports enumerated on the current water service provision gaps in the wards

and identified possible immediate, intermediate and future interventions. To this effect, the

Company is in the process of carrying out Hydrogeological surveYs on the 7 identified probable sites

in various wards to drill boreholes

12
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VR numberProposed site

Karuri Kiambaa/Thimbigua/1207

Njiku canle dip

Ndenderu Kiambaa/Katura/r269

Kirienye cattle dip KiambaalKaruta/f.297

Muchatha Muchatha Primary Kiambaaffhimbigua/T.380

Kihara Gachie police post

Cianda Nazareth ch ief office

Kiambaa/Kihara/T.50

As a result of the communication with the MCA5 on the possible interventions to address water

service provision gaps, Karuri ward MCA has expressed interest of paying power connection fee

amounting Kshs. 2,352,523 and procurement of pumping set for Gathiri Springs project. Gathiri

spring has a projected yield of 300mr/day and its operationaliration will help alleviate water shortage

problems in Thimbigua and Gathiri.

ChallenSes

1. The continued rationing from Nairobi Water offtakes.

2. lrregular power outaSes alterint water rationinB schedules

3) Compllance with Statutory Requirements

The company was in complaance with most of the statutory requirements ercept a few as detailed

below

Stalutory Requirement Status

1 Licence tees and Administration Fees As at the end of the year we owed WASREB and

AWSB Ksh. 5,221,888 and Ksh. 21,092,744

respectivelY.

2 Pay As You Earn (PAYE) The company was up to date with the said

payments and filang of returns.

3 National Hospital lnsurance Fund (NHIF)

The company was up to date with these payments.4 National Social Security Fund (NSSF)

13
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5 CPF (LapTrust)-Pension Provider

6 Water Resources AuthoritY The outstanding amount with wRA was Ksh

768,995
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Corporate Social Responsibility Statement

KAWSCO'5 Corporate Social Responsibility focus on Education, Health and Environment. These

initaatives portray the company's commitment to businesses that contribute to sustainable economic

development by working with local communitaes and the society at large, to improve their lives.

KAWSCO participates in Corporate Responsibility activities in order to support situations that enable

the community in our area of iurisdiction realize their full potential and empower people an terms of

information, education and communication. All our initiatives aam at enhancing social welfare. Our

Corporate Social Responsibility Practice will also continue to focus on understanding of the

community's need and improving strategic interactions.

During the period under review the .ompany undertook the following activities

The company in collaboration with the County Government of Kiambu's Water Environment

and Natural Resources department planted tree seedlin8s in several primary schoolS in oLlr

jurisdiction during the rainy season.

The company also has water connections that are under the pro-poor program. These are

connectaons being used by vulnerable members of society in our area of jurasdiction. These

customers are exempted from paYing water bills as long as they restrict consumption to

below 6 units per month.

15
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Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended June 30,

2019 whrch show the state of KAWSCO's affarrs

Principalactivities

The principal activities of KAwsco aae to distribute water from our sources to individual and commercial

consumers within our jurisdiction

Results

The results of KAWSCO for the year ended June 30, 2019 are set out on pages 17'44

Oividends

Subject to the approvalofthe shareholders, the Directors do not recommend the paYment any dividend since

the company is still making losses

Oirectors

The membersofthe Board of Directorswho served duringthe year are shown on pages 5'7'

Auditors

The Auditor General is responsible for the statutory audit of KAwSco in accordance with the section 5 of the

PublicFinanceMana8ement(PFM)Act,2012,whichempowerstheAuditolGeneraltonominateother
audrtors to calry out the audit on hrs behalf.

8y Order of the Board,

ny secretary

I

Oate: 0 .\,t'\-,-
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XARURI WATER AND SANITATION COMPANY
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The Public Finance Management Act, 2012 and the Companies Act, require the Directors to prepare financaal

statements in respect of that entlty, which Sive a true and fair vaew of the state of affairs of KAWSCO at the
end of the financial year/peraod and the operatin8 results of IGWSCO for that year/period. The Directors are

also required to ensure that KAWSCO keeps proper accountin8 records which disclose with reasonable

accuracy the financial position of KAWSCO- The Directors are also responsible for safeguarding the assets of
KAWSCO.

The Directors are responsible for the p.eparation and presentation of KAWSCO'i financial statements, which

Sive a true and fair vjew ofthe state of affairs of KAWSCO for and as at the end of the financial year (period)

ended on June 30, 2019. This responsibility includes:

(i) MaintaininS adequate financial mana8ement arran8ements and ensurin8 that these continue to be

effective throuShout the reporting period;

(ii) MaintaininS proper accountin8 records, which dasclose with reasonable accuracy at any time the
financial posation of XAWSCO;

(iiD Designint, 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) Safe8uarding the assets of KAWSCO;

(v) Selectin8 and applyint appropriate accountint policies; and
(vi) Makin8 accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for KAWSCO'5 financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimater, in

conformity with lnternational Financial Reportint Standards (IFRS), and in the manner required by the PFM

Act and the State Corporations Act.

The Directors are of the opinion that KAWSCO'5 financial statements tive a true and fair view ofthe state of
theCompany'st.ansactionsduringthefinancialyearendedJune30,2019,andofKAWSCO'5financialposition

as at that date. The Directors further confirm the completeness of the accountinB records maintained for
KAWSCO, which have been relied upon in the preparation of KAWSCO'5 financial statements as well as the
adequacy of the systems of internal financial control. NothinS has come to the attention of the Directors to
indicate that KAWSCO will not remain a going concern for at least the next twelve months from the date of
this statement.

Managing Oirector

Statement of Directors' Responsibilities

Approval of the financial statements

v

Chlef Officer, Water €nvironment & Natural Re50urces
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REPUBLIC OF KENYA

OFf Ift O?'HE AUDITOR.GET:RAL

Enharc iaa 1<.oun tab i I i n

REPORT OF THE AUDITOR.GENERAL ON KARURI WATER AND SANITATION
COMPANY LIMITEO FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Karuri Water and Sanitation
Company Limited set out on pages 18 to 42, which comprise the slatement of rinancial
position as at 30 June, 2019, and the statement of profit or loss and other comprehensive
income, stalement of changes in equity, and the statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained allthe informalion 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 efiect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all matedal
respects, the Iinancial position of Karuri Water and Sanitation Company Limited as at
30 June, 20'19, and of its financial performance and ils cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS) and comply with
the Companies Act, 2015 of the Laws of Kenya and the Public Finance Management Act,
2012.

Basis for Qualified opinion

1. Property, Plant and Equipment

The stalement of tinancial position reflects property, plant and equipment with a net book
value of Kshs.20,479,880. However, as previously reported, the balance excluded fixed
assets of undetermined value comprising of land, water pipes and vehicles.

Consequently, the accuracy and completeness ofthe reported balance for property, plant
and equipment could not be conlirmed.

2. Trade and other Payables

2.1. Non-Remittance of Rsgulatory Fees, Leaae Fsss and Billing charges

The statement ol financial position reflects trade and other payables balance of
Kshs.65,368,660 which, as previously reported, included lease fees payable to AthiWater

Repo.t of the ,4uditor-Cencral on Kanlti lyatet and Sanitation Conpony Linitedfo, the yeat ended 30 Jvne. 2019

HEADqUAiTERS
Annlve6aryTowers

Monrovia Street
P.o. Bor loo84-ooloo

NAIROEI



Service Board, regulatory fees payable to Water Service Regulatory Board, billing service
charges payable to Thika Water and Sewerage Company and Nairobi Water
Company amounting to Kshs.27 ,092,744, Kshs.5,227,888, Kshs.960,365 and
Kshs.25,587,860, respectively that have been outstanding for a long period. No
explanation was provided forthe failure to remit the outstanding amounts to the respective
organizations.

3. Failure to Disclose Material Uncertainty in Rolation to coing Concern

The statement of profit or loss and other comprehensive income indicates that the
Company recorded a loss of Kshs.6,224,909 (2018: Kshs.6,9'19,546). The operating loss
depleted the capital and reserves balance from a negative Kshs.27,212,058 as at
30 June, 2018 to negative Kshs.33,436,967 as at 30 June,2019. Further, the Company's
current liabilities balance of Kshs.82,'123,930 exceeded the current assets balance of
Kshs.28,207,083, resulting into a negative working capital of Kshs.53,916,847. This is an
indication of the existenc€ of a material uncertainty which may cast significant doubt on
the Company's abilily to continue as a going concern and to meet its obligations as and
when they fall due.

The financial statements have been prepared on a going concern basis on the
assumption that the Company will continue to receive financial support from Kiambu
County Government and its creditors. However, the material uncertainty in relation to
going conc,ern and mitigating measures put in place by the Company's Directors to
reverse lhe undesirable financial position have not been disclosed in the financial
statements.

Other Matter

1. Undsr Absorption of Capital Expenditure Budget

During the financial year ended 30 June, 2019, Karuri Water and Sanitation Company
Limited had an approved capital budget of Kshs.46,000,000. However, the Company
incurred an aclual expenditure of Kshs.6,907,214, resulting in an under absorption of
Kshs.39,092,786 which is equivalent to 85% of the budget. This means that the approved

Rcpott oIthe Aulto.-Gcncrul on Karui lfulet ond Sunitation Conpon Li itedfot thc )eur en.le.l 30 Junq 2019
2

The audit was mnducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Karuri Waler 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 provue a
basis for my qualified opinion.

Key Audit Matterg

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



budget was not fully utilized as planned, which negatively impacted on delivery of water
infrastructure and sanitation services.

2. Unresolved Prior Year Audit Matters

As disclosed under the progress on follow-up of auditors recommendations section of the
,lnancial statements, audit matters reported in the previous years remained unresolved
as at 30 June,20'19.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

Unaccounted for Water (UFW)

During the year under review, the Company produced '1,561,189 cubic meters (m3) of
water. However, out of this volume, '1,048,484 cubic metres (m3) were billed to the
customers and the balance ol 512,705 cubic metres (or approximately 33% of the total
water produced) represented unaccounted for water (UFW), which is 87o over and above
the allowable loss of 25% in accordance with the Water Services Regulatory Board
(WASREB) guidelines. The UFW of 33% may have resulted in loss of sales estimated at
Kshs.26,300,459. The significant level of UFW is an indication of inefJlciency and
ineffecliveness in the use of public resources and, has negatively impacted on the
Company's profitability and its long-term sustainability.

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 sufflcient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my

Repo olthe Aud or-Cenerol on Koruti Water ahd Sonnation Conpanr Liditedlor the yeat ended 30June.2019
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report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Failure to Appoint Board of Directors

As previously reported, the Board of Directors of Karuri Water and Sanitation Company
Limited was dissolved in March, 2018. This was due to a proposed re-organization and
merging of the water companies by the Kiambu County Government. The Board had not
been constituted as at August, 2020 contrary to Section 79(1) of the Water Act, 20'16
which provides for a Board of Directors of a water services provider. Further, the
Company did not hold an Annual General Meeting as required under Section 310 (1) of
the Companies Act.

ln the absence of a Board of Directors, Board functions such as, establishing and
reviewing strategies and goals of the Company, review and evaluation of present and
future opportunities, risks and threats and; general oversight of finance and Audit
Committee functions among others could not be implemented.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal 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 REQUIREMENTS

As required by the Companies Act, 20'15 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 lhe purpose of my audit;

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

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

Responsibilities of Management and the Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and the
requirements of the Companies Act, and for maintaining effective internal control as the
Management delermine is necessary to enable the preparation of financial statemenls
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.

Repo ofthe luditor-General on Karuri Watet and SonitationCo paiy Linited/or the year ended 30June.2019
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ln preparing the financial statements, the Management is responsible for assessing the
ability of Karuri Water and Sanitation Company Limited to continue as a going conc€rn,
disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless lhe Management is aware of intention to liquidate the
Company or to cease operations.

The Management is also responsible for the submission of the financial statements to the
Auditorceneral 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 Management 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.

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) ofthe 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,
flnancial 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 governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that

Repot of the Auditorcenerul on Korui Water and Sanitation Conyrny Linitedlor the year ended 30 June, 2019
5



might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operalion 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 lhe normal course of
performing their assigned functions.

Because of its inherent limitations, internal conlrol may nol prevenl or detect
misstatements and instances of non-compliance. Also, projeclions of any evaluation of
etfectiveness to future periods are subject to the risk lhat 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.

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

Conclude on the appropriateness ofthe Managements'use ofthe 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 ability of Karuri Water and Sanitation Company Limited to continue as a going
concern. 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 as a going concern.

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

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

Perform such other procedures as I consider necessary in the circumstances

Repo of thc Auditorcenerul on Katuti Watet and Sanitation Conpan), Linited lor the yeat ended 30 June, 20 1 9
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I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

AUDITOR.GENERAL

Nairobi

24 August, 202'l

S(

Report ofthe AuditoTceneral on Karuri Wotet ond Sanitation Conpany Liditedfo. the )'eat ended 30 June, 2019
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STATEMENT OF PROFIT OR tO55 & OTHER COMPREHENSIVE INCOME FOR THE

YEAR ENDED 30 JUNE 2019

Note

7,450,920

81,149,273

Comparative

Period

2018

Kshs

REVENUES

Sales

Grants

Other lncome

TOTAL REVENUES

7

2

3

79,698,353 75,s36,250

OPERATING €XPENSES

Operations Expenses

Administrative ExPense

General Expenses

TOTAL OPERATIN6 EXPENSES

OP€RATING PROFIT/(tOSS)

PROFTT/(LOSS) EEFORE TAXATION

lNcoME TAX EXPENSE/(CREDIT) 8

PROFTT/(toss) AFTER TAXATIO N

4

5

6

70,969,629

6,792,525
9,672,024

7 7,556,770

6,771,7 63

7,356,203

(6,224,909) (6,919,s46)

i16,224,9091 (6,919,s46)

,224,9091 (6,9r9,546)(6
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2019

xshs

2,228,940
78,76s,190

a7 37 4 ,t82 85 ,684 ,7 36



NARURI WATER ANO ITATION COMPANY

REPORTS AND FINANCIAI- STATEMENTS FOR THE YEAR ENDED 30IUNE 2019

STATEMENT OF FINANCIAI- POSITION FOR AS AT 30 TUNE 2019

Note 2019

Kshs

Comparative
2018

Ksht

ASSETS

Non-Current Assets

Propeny, plant and equipment

Total Non-Current Assets

Total Current Assets

TOTAL ASSETS

EqU]TY AND I.IAEILITIES

capital and Reserves

Ordinary share capital

Retained earnings

Capital Reserve

capitaland Reserves

TOTAI. EQUITY ANO I.IAEII.ITIES

20,479,880

20,479,440

1 16,497,67 5

75,491,67 5

Current Assets

lnventories

Trade and other receivables

Bank and cash balances

1,739,471

L8,456,O75

8,011,536

9

10

11

12

13

74

15

16

2,049,204
1s,218,334

rL 367 ,420

2a 207 083 . 28 ,634 ,962

40

'34,474,4711
977 464

40

(28,189,s62)

977,464

(33,436,9!Z) 121 ,2t2,0s8)

Cur.ent l-iabilities

Trade and other payables

Customer Refundable Deposits

Total Cu,rent Liabilities

65,368,660

16,755,270

57 ,At7,425
74,527,270

E2,L2?,91O 72,338,695

,18,686,953 45,\26,631

Managing Dircctor llead of finan.e ChiefOfficer, Water tnvironment & Natural Resources

19

=E-^-.

. /a,586,963 45,125,537



KARU WATER ANO NITATION

REPORTS AND FINANCIAL STATEMTNTS FOR THE YEAR ENDED 30JUNE 2019

STATEMENT OI CHANGES IN EqUITY FOR THE YEAR ENDED 30 JUNE 2019

Ordinary
Share

Capital

Retained

Earnings

Capital
Total

Kshs Kshs kshs

Balance B Forward at at Ju t,20L7 40 (21,270,016) 977,464 lzo,292,sLzl

Totalcom (6,919,546) {5,919,545)

Balance Carried down at June 30,2018 40 (28,189,552) 977,464 127,2r2,O58)

Balance 8ro Forward as at Jul 1,2018 (28,189,S62) 977,464 127,212,O5A1

Totalcom rehensive income 16,224,9O9) \6,224,9091

40 (34,414,471) 977,454 (33,436,957)

*Capital reserve: Refer to Summary of Sisnificant Accounting Policies (page 35) note xvi

Kshs

40

Balan.e Carried down at at June 30,2019
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KARURI WATER AND SANITATION COMPANY
RTPORTS AND FINANCIAL STATEMENTS FOR IHI YTAR ENDED 30 IUNE 2019

Note
m18

Kshs

OPERATING ACTIVITIES

cash Benerated from/(used in) operations

Net cash generated from/{used in} operatint activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from Lost Meter Reading Phones

Net cash tenerated from/(us€d in) investing a.tivitles

11 2,656,343

2,556,343
5,116,064

5, tt6,064

l (6,019,980)

7.753

|.6,012,2271

l'6,873,206)

23,452

16,E,9,754l,

TNcREASE/(DECREASE) rN CASH ANO CASH EQUTVAIENTS (3,3ss,8841 1L,733,5s0)

CASH AND CASH EqUIVAI-ENTS AT EEGINNING OF QRT 11 11.,367,420 13,101,110

CASH AND CASH EqUIVAI.ENTS AT END OF THE qUARTER 11 8,011,536 LL,367,420

21
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAT AMOUNTS

Otlglnol
Budgel

flnol Audget Comporob,a
Soti! DiIIercnce

127.8,rc,000 (30.7116,845) 97,093,r55 at,119,273 I5,943,882

Operollons Co5i t0{,.o30.000 (23.690.000) 80.i4.000 7a,969,6D 9.370,371

A.iminislrol ve Exoef res 9,M,M) (6t0,0o0) 8,4fi,o@ 6,n2.525 1.657.175

Generol Expenses 8.090.0@ 8.090.000 9,6t2,028 (1.s2.m81

IOIAI. EXPENSES t2t. t80.0(n (24.fio.00o) 96.8&.000 87.371,182 9.505,8t8

surplu5 / (Deficit) 5,ffi,N 2L',85 (6,224,991

PFM Act section 81(2) ii and iv requires a National Government entity to present appropriation accounts

showinS the status of each vote compared with the appropriation for the vote and a statement explaining any

variatio;s between actual expenditure and the sums voted' IFRS does not require entities complyinS with

IFRS standards to prepare budgetary information because most of the entities that apply IFRS are private

entitres that do not make their budgets publicly available' However' for public sector entities' the PSASS has

consideredthe requirementsofthe PFM Act,2012 whichthese statements complywith the importance that

the budSetary information would provide to the users of the statements and the fact that the public entities

make their budgets publiclY available and decided to include this statement under the ltRS compliant tinancial

statementS.
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AND SANITATION COMPA

REPORTS AND FINANCIAI. STAT€MENTS FOR THE YEAR ENDED 30 JUNE 2019

il Relevont new standods dnd omend ents to published stondotds ellective Jot the yeat

ended 30IUNE 2019

Eflective

Date

lmpact

iFRS 76:

[eoses

(lssued 13

Jonuory 2016)

Applicable

to ann0al

reporting
periods

beginning

on or after

l lanuary

2019

The interpretation addresses the

determination of taxable profit (tax

loss), tax bases, unused tax losses,

unused tax credits and tax rates, when

there is uncertainty over income tax

treatments under IAS 12. lt specifically

considers:

. whether tax treatments should be

considered collectively
. Assumptions for taxation authorities'

examinations

. The determination of taxable profit

(tax loss), tax bases, unused tax losses,

unused tax credats and tax rates

Applicable

to annual

reportinS

periods

beginning

on or after

l January

2019

23

1. APLLICATION OF NEW AND REVISED INTERNATONAI. FINANCIAI, REPORTING

STANDARDS(IFRS)

Standard

IFRS 16 specifies how an IFRS reporter

will recognise, measure, present and

disclose leases. The standard provides a

single lessee accountinB model,

requiring lessees to recognise assets

and liabilities for all leases unless the

lease term is 12 months or less or the

undedying asset has a low value.

Lessors continue to classify leases as

operatinS or finance, with IFRS 16's

approach to lessor accountinS

substantially unchanged from its

predecessor, IAS 17.

EEE_______4:
Unceftointy

Tdx

Treotments

(lssued 7 lune
2017)



lmpactEflective

Date
Standard

The amendments allows entities to

measure prepayable f inancial assets

with neSative comPensation at

amortised cost or fair value through

other aomprehensive income if a

specified condition is met

Annual

periods

beginning

on or after

l lanuary

2019

Ptepoydent

Features with
Negotive

Compensotion

(Amendnents

to IFRS 9)

lltsued 72

Odober 2077
Makes amendments to the following

standards:

IFRS 11-. The amendment, clarify that

when an entity obtains joint .ontrol of

a business that is a joint operation,

the entity does not remeasure

previously held interests in that

business.

IFRS 3- The amendments, Provide

additional guidance on applying the

acquisation method to particular types

of bLlsiness combination

lA5 12 The amendments clarify that

all income tax consequences of

dividends should be re.ognised when

a liability to pay a dividend is

recoBnised, and that these income tax

consequences should be recognised in

profit or loss, other comprehensive

income or equity according to where

the entaty originally recognised the

transactions to which they are linked.

IAS 23 - The amendments clarify that

the costs of borrowinSs made

specifically for the PUrpose of

Annual

period5

beginning

on or after

l January

2019

Annuol

ldptovements

to IFRS

stondords

2075-2077

cycle

(lssued 12

Decembet

2017

24
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circumstances



Standard Efrective

Date

lmpact

obtaining a qualifying asset that is

substantially completed can be

included in the determination of the

weighted average of borrowing costs

for other qualifying assets.

iil New ond dnended stdndards ond ihtetptctdtions in issue but not yet eJrective in the yeot ended

30 tuNE 2019

|(ARURI WATER AND SANITATION COMPANY
REPORTS AND FINANCIAI. STAT€MENTS FOR THE YEAR ENDED 30 JUNT 2019

Stdndord Elfective

Dote

lmpoct

|FRS 17

lnsuronce

Contadds
(lssued 18 Moy
2017)

Annual

periods

beBinning

on or afler
l January

202t

IFRS 17 requires insurance laabalities to
be measured at a cuftent fulfillment

value and provides a more uniform

measurement and presentation

approach for all insurance contracts.

These requirements are desiSned to
achieve the goal of a consistent,

principle-based accountinE Ior

insurance contracts. IFRS 17 supersedes

IFRS 4 lnsuronce Conttucts

A.nendfients

to Relerences

to the

Conaeptuol

Ftufiewotk in

IFRS

Stondords

(lssued 29

Morch 2018)

Annual

periods

beginning

on or after
l January

2020

ToSether with the revised Conceptual

Framework published in March 2018,

the IASB also assued Amendments to
References to the Conceptual

Framework in IFRS Standards. The

document contains amendments to
|FRS 2, |FRS 3, |FRS 6, ttRs14, rAS 1, rAS

8. tAs 34. rAS 37, rAS 38, IFRIC 12, rFR|C

19, IFRIC 20, IFRIC 22, and 5lC-32. Not

all amendments, however update those

pronouncements with regard to
references to and quotes from the

25



framework so that they referto the

revised Conceptual Framework. Some

pronouncements are only updated to

indicate which version of the

framework they are referencing to (the

IASC framework adopted by the IASB in

2001, the IASB framework of 2010, or

the new revised framework o12018) or

to indicate that definitions in the

standard have not been updated with

the new definitions developed in the

revised ConcePtual Framework

The Directors do not plan to apply any of the above until they become effective- Based on their

assessment of the potential impact of application of the above, they do not expect that there will be

a significant impact on the company's finan.ial statements'

iiil Eo y odoption ol stondotds

The entity did not early - adopt any new or amended standards in year 2017
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SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES

i, Statemcnt of Compliance and Easis of Preparation

The financial statements have been prepared on a historacal cost basis except for the measurement

at re-valued amounts of certain items of property, plant and equipment, marketable seauritie5 and

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

actuarially determined liabilaties at their present value The preparation of financaal statements in

conformity with lnternational Financial Reporting Standards (IFRS) allows the use of estimates and

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

(AwSCO's a.counting policies.

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

functaonal and reporting currency of KAWSCO.

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

Act, and lnternational Financial ReportinS Standards (lFR5). The accounting policies adopted have

been consistently applied to allthe years presented.

ii. RevenueRecognition

Revenue is recognised to the extent that it is probable that future economac benefits wall flow to

KAWSCO and the revenue can be reliably measured Revenue is recognised at the fair value of

consideration received or expected to be received in the ordanary course of KAWSCO'5 activities, net

of value-added tax (VAT), where applicable, and when specific criteria have been met for each of

KAWSCO's activities as described below.

(a) Revenue from the sale of Soods and services is reco8nised in the year in which KAWSCO

delivers products to the customer, the customer has accepted the products and collectability

of the related receivables is reasonably assured.

(b) Grants from Natlonal Government are recognised in the year in whach KAWSCO actually

receive5 such grants.

(c) Finance ihcome comprises interest receivable from bank deposats and investment in

secrrrities, and is recognised in profit or loss on a time proportion basis usinB the effective

interest rate method.

(d) Other income is recognased as it accrues

iii. ln-KindContributions

ln-kind contributions are donations that are made to KAWSCO in the form of actual goods and/or

services rather than in money or cash terms. These donations may include vehicles, equipment or

27
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personnelservices.wherethefinancialvaluereceivedforin.kindcontributionscanbereliably

determined,KAWscoincludessuchvalueinthestatementofcomprehensiveincomebothas
revenue and a5 an expense in equal and opposite amounts; otherwise, the contribution i5 not

recorded.

iv. Property, Plant And Equipment

All cateSories of property, plant and equapment are initially recorded at cost less accumulated

depreciation and impairment losses. certain categories of property, plant and equipment are

subsequently carried at re-valued amounts, being their fair value at the date of re-valuation less any

subsequentaccumulateddepreciationandimpairmentlosses.wherere.meaSUrementatre.valued

amounts is desired, all items in an asset cateSory are re-valued through periodic valuations carr'ed

out by independent external valuers

lncreases in the carrYing amounts of assets arising from re'valuation are credited to other

comprehensiveincome.DecreasesthatoffsetpreviousincreasesinthecarryinsamoUntofthesame
asset are aharged against the revaluation reserve account; all other decreases are charged to profit

or loss in the income statement.

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

the proceeds from the disposal with the net carrying amount of the items, and are recognised in

profat or loss in the income statement.

v. Oepreciation and lmpairme.t of Property, Plant and Equipment

Depreciation on property, plant and equipment is recognised in the income statement on a straiSht'

line method on a pro'rata basis The annual rates in use are:

Off ice equipment'comPute.s

Motor Vehicles & Motor Cycles

Plant Equipment

Furniture and fittings

Water meters

Computer Software

Buildings

Pipeline

vi. lnventories

lnventories are stated at the lowerofcost and net realisable value. The cost of inventories comprises

purchase price, import duties, transportation and handing charSes, and is determined on the mov'ng

average price method.
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vii. Trade and othe. Receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful

receivables based on a review of all outstanding amounts at the year end. Bad debts are written off
after all efforts at recovery have been exhausted.

viii, 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 darectly in equity is recoSnised 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 liabilitaes and their carryinS amounts for financial reporting

purposes.

ix. ca5h and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. Bank account balances include

amounts held at various commercial banks at the end of the financial year. For the purposes of these

financial statements, aash and cash equavalents also include short term cash imprests and advances

to authorised public officers and/or institutions which were not surrendered or accounted for at the

end of the financial year.

The original budtet for FY 2016-2017 was approved by the Board of Directors. Subsequent revisions or

additronal appropriations were made to the approved budget in accordance with speciflc approvals from the

appropriate authorities. The additional appropriations are added or subtracted to the oriSinal budget by the
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Through the notice issued by treasury on 30 November 2010 the company is required to pay taxes

on their profit or surplus. However, since the company made losses, it has not made any provision

for taxes.

x. Comparative Flgures

Where necessary comparative fagures for the p.evious financial year have been amended or

reconfigured to conform to the required changes in presentation.

xi. Budget informatlon



entity upon receivinB the respective approvals in order to 
'onclude 

the final budget' Accordingly' the entity

recorded additional appropriations of (17,003,298) on the 2016-2017 budtet followin8 the toverning body's

approvel.

Theentity,sbudgetisprepaledonaccrualbasisastheactualincomeandexpendituredisclosedinthefinancial
statements. A comparison of budget and actual amounts, prepared on a comparable basis to the approved

budget, is then presented in the statement of comparison of bud8et and actual amounts

xii. Subrequent Events

There have been no events subsequent to the financial Year end with a s'gnificant impact on the

financial statements lor the year ended June 30, 2019.

xiii. Trade and other Payables

Trade and other payables are non-interest bearing and are carried at amortised cost' which is

measured at the fair value of contractual value of the consideration to be paid in future in respect oI

goods and services supplied, whether billed to Karuri Water & Sanitat'on Co Ltd or not' less any

payments made to the suPPliers

xiv. Customer Deposits

Customer deposits are recognized as the amount paid by the consumer before service can begin less

anyrefundsmadetothecustomer.Waterdepositsarerefundedwhenwaterserviceisdisconnected

on customer request and all outstanding bills are paid or when a construction work is completed'

The amount requared a5 deposit in respect of existing service agreements may from time to time be

reviewed bv wAsREB as they review the water tariffs. As at the close of the reporting period the

following are the cateSories of deposits made by customers:

-Kshs 1,500 for domestic connections

-Kshs 1O,OOO for connections that have more than one single dwelling

Kshs. 10,000 for con5truction connections

-Kshs- 1O,OOO lor connections made to an lnstitution

-Kshs. 5O,OOO for major construction connections

The deposits amounts are held in a separate account in one of the commercial banks as required by

the regulator.
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Provisions

Provisions are recoSnized when a company has a legal or constructive obligation as a result of past

events and it is probable that an outflow of resources will be required to settle the obli8ation and a

reliable estimate of the amount can be made. Provision for bad and doubtful debts is provided at 5%

oI the trade debtors-

Capital reserve comprises of the amounts anherited from the municipal council durinS the transition

when the company was incorporated.

xvii. RetirementBenefitObligation

Employees on both permanent employment as well as contract basis contrabute to a defined

contribution scheme (Laptrust Retirement Fund) at the rale ol 7.5% of Gross Salary while the

company contributes 10% of Gross Salary per person per month.

The company also contributes to the statutory National Social Security tund (NSSt) for employees

on a 3 months fixed term contracts. This is a defaned contribution saheme registered under the

National Social Security A.t. The company's obliSation under the scheme is limited to specific

contributions le8aslated from time to time and is currently at Kshs.200 per employee per month.
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xvi. Capital Reserve



CRITICAT ACCOUNTING.IUDGMENTS AND KEY SOURCES Of ESTIMATION UNCIRTAINTY

ln the application of the Company's accountinB policies, which are described above' the directors are

required to make judgments, estimates and assumptions about the carrying amounts of assets and

liabilities that are not readaly apparent from other sources The estimates and associated

assumptions are based on historical experience and other factors that are considered to be relevant'

Actual results may differ from these estimates. The estimates and underlyinS assumptions are

reviewed on an onSoinS basis.

Revisions to accounting estlmates are recoSnized in the period in which the estimates are revised if

the revision affects ontv that period or in the periods of the revision and future periods if the revision

affects both current and future periods

Critical Judtments in ApPlyinB Accounting Policies

ln the pro.ess of applyinS the Company's accountinB pol'cies, manaSement has made the following

judgments, apart from those involvinB estimations, which have the most significant effect on the

amounts recognized in the financial statements:

Revenue recognition

water revenue includes an assessment of water supplied to customers between the date of the last

meter reading and the year end The water sales is estimated using historical consumption patterns

takinS into account the total water usage by the customer'

Woter deposits

Money received from water customers as deposit is held as a non_ current liability because the

Company will continue to offer services to the customers for the foreseeablp future and the

customers are not expected to diScontinue their use of water in the shon run'

Key Sources of Estimatign Uncertainty

The lotlowing are the key assumptions concerning the future, and other key sources of estimation

,ncertainty a-t tf,e statement of financial position date that has a siSnificant risk of causing material

adjustmeni to the carryinS amounts of assets and liabilities within the next financial year:

Propefty Plont & EquiPment

critical estimates are made by the Directors in determining depreciation rates of property plant &

equipment. Property and equipment is depreciated over its uselul life taking into account residual

values, where aPProPriate.

KARURI WATER AND SANITATION COMPANY

REPORTS AND TINANCIAI. STATEMENIS FOR THE YEAR ENDED 30 ,UNE 2019
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KARURI WATER AND SANITATION COMPANY
REPORTS AND FINANCIAI, STATEMENTS fOR THE YEAR ENOEO 30 JUNE 2019

Ptovision lor doubtful debts

The estimated provision for doubtful debts is based on the peraod for which the debt was

outstanding. General provisions are established where full recovery of the principal is considered

doubtful whi.h is made against finalized customer accounts net oI deposits.
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KARURI WATER AND SANITATION COMPANY

RIPORTS ANO FINANCIAI, STATEMENTS FOR IHE YEAR ENDED 30JUNE 2019

NOTES TO THE FINANCIAT STATEMENTS

1 SAt ES

Customer BillinS

20L9

xshs

Comparatlve
2018

rchs

79,698,353 16, 536,250

79,694,353 76,515,2fi

2019 2018

New Connection Fee5

Reconnection Fees

Dasconnection on Request

Decreas€ in Provision for Bad Debts

lnterest lncome on Fixed dePosat

cain/Loss on Disposal

1,122,320

244,51n
48,900

35,m

1,131,550

405,0m
51,W

ts4.6n
415,671

4,242

3 OTHER INCOME

4 oPERAT|Oi{S COSTS

4. Staft costs

Salaries & Wages

Staff Training and Allowances

Pension- EmploYer Contribution
N.S.S.F tmployels contribution
staff MedicalCover

4b Operational exPenses

tlectricity
Abstraction Fees (WARMA)

Maintenance of Water SYstem

water Quality Testing
Tools

Bulk Water Expenditure
Billing fee5
WSTF (Gachie Water Proiect)

19,914,497

2,1 ,356
292,95O

t.763,436
10,400

1,855,1m

19,369,880

1,A5,36
349,0m

\464,7@
25,6m

920

2018

2019

1, o51,417

26,642,913 23,606,031

2019

2018

79,773.79417,n3,311
615,495

3,233,147
371,320

5,600

53,560

21,805,7rO

37a,499

3,834,159

466,2n
&,@7
20,00

23,171.520

504,365

44,325,6X 950,739

Total Operations Cost
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KARURI WATER AND SANITATION COMPAI'/Y

REPORTS AND FINANCIAT STATEMENTS FORTHE YEAR ENDED 30JUNE 2019

NOTES TO THE FINANCIAt STATEMENTS (continued)

2019 2014

Advertising Expe^ses
General Offi.e Maintenance
stationery, Printing and Photocopies
off ice and computer Accessories
Telephone, lnter^et & Postage

Fue I for vehicles & cycles

Motor cycle & vehicle Maintenance
Travellina allowance and 6usfare

5 ADMINISTRATIOII COST
5a) Administ.atlve ExP€n5.s

sb) Eoard Exp€nses

1,333,536
136,99€
LO7,2t6
2a6,76!
64,279

7$,215
568,@7

\,LAA,?74
a44,576
422,965

21,O@
31o,720
125,359
529,476

21,551
6-5!t5-t2s 6,011,4:11

1,397,5@

4\,364
137,765
72,620

847,654
579,634

L,661,746
116,OOO

674,O71
54,7@

3r3,200
749,475
647,t82

2018

96,200 00 7d),1a2
,20tt

Toral admlnlst.atlve cost

6b) Lease and .ea!latory f€e

6,792,525 6,771.763

6 GENERAL EXPENSES

6.) Gcneral Coir

Legal Fees, Fines & PenaltY
Oepreciation of property, plant & equipment.
office Tea & Entertainm€nt
Provision for bad and doubriful debts increate

corporate social ResPonsibilitY
Ben€volent Fund
M€mbership to Profe5sional association
Membership to wASPA

2019

207,4@
90,425

11,2@
45,000

2,O24,O22
277,O27
150,691
145,@O

25,OOO

95,138
232,4L4

1,1@
1,7o3,244

272,255

20ta

36,9m

11,2C10

a5,om
3.O16.165 2.4a7.aO'

2018
2019

Leas€ Fee to awsB
ReEulatory Fee to wasREB

4,144,492
2,407,37 |
6,595,861 918,896

9.512-()28 
',356.20t

4,l8a,492

Total General ExPenses

TOTAL EXPENSES
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XARURI WAT€R Af\iD SANITATION COMPANY

REPORTS AND fINANCIAI. STATEMENTS FORTHE YEAR ENDED 30JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (continued)

157,4t3

I

The Company also has {3) motor vehicles and five (5) motor cycles which are the property of Athi

Water Services Board and the District Water Office.
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KARURI WATER AND NITATION COMPANY

REPORTS AND FINANCIAI. STATEMENTS FOR THT YEAR ENDED 30IUNE 2019

NOTES TO THE FINANCIAI STATEMENTS (continued)

2019

8 Curenl t.x.tlon
P.of itlLos5 bef o.e taxation
Expenses .ot deductible for tax purposes
rncome not taxable
Capitalellowances

15,224,9091
2,375,773

16,919,5461
1,989,053

12,374, 12,2OA,067l
16,227 ,A61,1

597,92
17,13A,sq)l

13 255

current taration based on the adjusted p rofit for the year at 3@6

9INVENTORIES

Previous Year Losses b/f
Adlusted P.ollr/Lo3s

Motorbike spares & Electricels

10a,o74
1,a2X,151

124,4D7

2014

1a4,28(J 1@,

20,ooo

204

10 IRADE AND OTIIER RECEIVAALES 2019

Prepaynent :-Rent D€posit
-Electriclty DePo5lt
-aulk SMS Servi<e DePosit
-rnternet Sefr ices Oeposit(wimar)
-lnterner setui<es Depositl Fiber)

Staff Receivable(Recovery from tost Phone)
NBIF{Pre-paid medacal cover premiums)

less p.ovi5ion for bad debts

11 AANKANOCASH BALANCEs

Post Bank 6116

ramily Bank 232 Revenue
family Bank 5874 Operation
Family bank 3oso (oePosit)
Family Bank 10288 Collection
Family bank 10287(Gachie wP)
co op collection A/c
M-Pesa Collection

160,000
30,ooo
10,ooo

1@,O@
30,ooo
10,0@

3,153
401,811

20,ooo
25,UD

s,350

371,@7
53,670
28,704

( s5,849)
7,459,327

43,912

9,150
56,954
29,5fi

(s9)
Ll,O7L,829

5,A76

71,356
!9,781
4,515

7A,962
107,3AO

7,916

14,361 192
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20ta

2014

].a,769,549 1'5,755,73r
1938,4771 l7A7, rpl

1a.4s5-(r6 LS.2rA,L4
20119 2O1a

a,oaa,5t6 11,367,420



KARURI WATER ANO NITATION COMPANY

REPORTS AND fINANCIAI. STATEMTNTS FOR THE YEAR ENDED

NOTES TO THE FINANCIAt STATEMENTS (continued)

JUN€ 2019

12 ORDINARY SHARECAPITAL

5Om ordinary shares of Ksh. 20 par value each

lssued and fully paid
2 ordinary shares of Kshs. 20 par value each

13 RETAINED EARNINGS

2019 201a

100,000 1m,000

& $

20t9

Opening Balance
Surplus/Defrcit for the period

(28,189,562) l27,2tO,Ot6)
(6,919,s46).6,224,9O9)

2019 2014

15 TRAOE AND OTHER PAYABLES

OpeninB Balance

Debtors with credit Balances

Opening Balance

977,4eA 977,4@

9Tt,& 977,4&

2019

65,36a,660

2,0ta

57,a11,425

65,354,5@ 57,AL\,425

T5 CUSTOMER REfUNDAALE DEPOSITS m19 2018

14,527,270
2,3a9,mO

t2,(b7,o20
2,664,7fi

tess (Refuhdsl (151,ooo)

17 IIOTES TO THE STATEMINTOf CASH FLOWS 2019

Reconcillatlon of opeIating proflt/(loss) to cash tenerated trom/{used ln) operations

Operating profit/(loss) 16 224,9091

Depreciatron 2 O24'O22

Gain/loss on Disposal of Meter readinA Phone

Operatins profit/(loss) before workina capital chanSe (4,20O,8a7)

(lncrease)/decrease in'nventories
(ln€rease)/decrease in trade and other receivables
lncrease/{decrease) in trade and other pavables

lncrease in refundable customer deposits
Cash Senerated f rom/(used in) operations

30B,737

|.3,237,742l-

7,557,235
2,22a,m

125,597
2,892,198
4,454,567
2,4@,29

(2O4,5m)

2014

16,9r9,s45)
\m3,24O

14,242)
(5,220,s48)

38

2.656,343 5,L16,W

14 CAPITAI. RESERVE

l:r4 4',r4 47t) 128.18!1.5521

2018

t6.755,27(, 14,527,270



KARURI WATER AND SANITATION COMPANY

REPORTS AND FINANCIAT STATEMTNTS FOR THE YEAR ENOED 30JUNE 2OT9

18. FINANCIAL RISK MANAGEMENT

The Company has exposure to the following risks as a result of its financial instruments

i. credit risk

ii. Liquidity risk

iii. CapitalManagement

i. Credit risk

The Company has exposure to credit risk, which as the risk that a counter party will be unable to pay

amount5 in full when due. Credit risk mainly arises from water 5ales receivable5 and bank balances

Credit risk arising from bank balances are low because the counter parties are financial institutions

with hiSh credit ratangs.

The carryinS amount of ,inancial asrets recorded in the financial statements representinS the

Company's maximum exposure to credit rask without takine account of the value of any collateral

obtained is made up as follows

Fully

PerformirS Past oue lmpaired Total

As At 3oth June 2019

Trade & Other Receivables l8,4D,OA9 917,464 193A,477) 14,456,O75

Cash & Eank Bala nces 8,011,536 8,011,536

As At :loth .,une 2018

Trade & Other Receivables 71,128,951 2,817,7& \7A7,7a7J 15,218,334

Cash & Bank Ealances 11,39&020 11,398,020

ii. Liquidity Risk

Liquidity risk is the risk that the Company will not have suffacient financial resources to meet ats

obligations when they fall due, or will have to do so at excessive cost. This risk can arise from

mismatches in the timing of cash flows from revenue and capital and operational outflows.

The objective of the Company's liquidity mana8ement is to ensure that all foreseeable operational,

capital expansion and loan commitment expenditure can be met under both normal and stressed

conditions.

The table below summarizes the maturity profile of the Company's financial liabilities based on the

remaining period using 30 JUNE 2019 as a base period to the contractual maturity date:
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XARURI WATER AND TION COMPANY

REPORTS AND FINANCIAI- STAT€M€NTs FOR THE YEAR €NDED 30 JUNE 2019

Less Th;n 1 Betwe€.:}12

AsAt:Pthru..2019
Trade & Other Payables 4,500,5m 5,444,4t4 5,536,673 49,4a7,073 65,354,5@

ArAt30thlune 20$
Trade &OtherPayables 4,791,961 3,851,206 4.37t,234 44,@4,327 57.714,74

iii. CapitalManagement
The water business is currently in a maior expansion phase driven by a rise in demand and

Government poljcy. The funding of additional transmitting and other distribution capacity is to be

obtained lrom cash Senerated by the business and Government support The adequacy of water

tariffs allowed by WASREB and the level of Government suppon are key factors an the sustainability

of the Company.

19. RELATED PARTY OISCLOSURES

a) Nature Of Related Party Relationships

Companies and other parties related to the company include those parties who have ability to

exercise control or exercise si8nificant influence over its operating and financial decisions Related

parties include management personnel, their associates and close family members.

Karuri Water & Sanitation Co. Ltd is related to

{i)
(ii)

(iii)

(iv)

{v)
(v.)

(vii)

(viii)

The County Government of Kaambu (CGK)

Water Service Trust Fund (WSTF)

Water Services Regulatory Board (WASREB)

Water Resources Management Authority (wARMA)

Athi Water Services Board {AWSB)

Key Management

Board of Directors

Nairobi Water Company ttd
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R€PORTs AND TINANCIAL STATEMENTS TOR THE YEAR ENOED 30,'UNE 2019

2019

KES

2014
KES

b) Related Party T.ansactlons
Grants received from related parties

c) Key Manatement Remunerations
Directors
Key management compensation

d) Due to Related Parties
DUE tO WASREB

Due to Athi Water Services Board

Due to NairobiWater
Due tO WARMA

96,200
4,to8,364
4,20{,W

5,227,aaa
7,092,744

25,547, O

764,995

3a,677,47

2,a20,577
22,9o4,252
24,U1,7tO

95,300
50,66t,7r9

20. CONTIGENT TIABII.ITIES & ASSETS

There were no contin8ent liabilities & assets in the financial year ended IIJNE 2019

2I. tNCOPORArON
(AWSCO is incorporated in Kenya under the xenyan Companies act and is domiciled in Xenya
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4,108,368
4,854,7@
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NEPORTS AND FINANCIAL STATEMENTS TOR THE YEAR €NDED 
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PROGRESS ON FOTLOW UP OI AUDITORS RECOMMENOATIONS

The following is the summary of issues raised by the external audator, 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 whach we expect the issues to be resolved-

Re{errnce

No. on

th.
ExtGrnal

Audlt

Rcport

llru€ /
obscrvations from

Audltor

Management comments

Focal Point

Pe60n to
res0lve the

lsiu. {rvorr.
dnd

deslEnotlon)

(Resolvcd

/ Not

Rc5,o.lv'.d)

Tlmctram.:

(Put o dotc

whcn you

exPccl the

lssuc to be

.ctolvcd)

1

Non-remittance of

Regulatory and

Lease fees

The management

commits to pay the

amounts due as the
performahce of the

company improves.

We were unable to meet

the target of 25% due to
dilapidated inf rastructure

and f requent disruptions

from road constructions.

The management

however continues to Put

measures to reduce the

loss.

Cyrus Maina-

Senior

Accountant

Not

Resolved

2

Unaccounted for

James

Njoroge'

Technical

Manager

On goinB Contrnuous

3

sustainability of

Service

The company is striving

towards breaking even by

taking measures like

increasing collection

efficiency.

We are also erpecting a

tariff review.

cyrus Maina-

Senior

Accountant

On going Continuous
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Status:

Continuous


