
REPUBLIC OFKENYA

OFFICE OF THE AUDITOR-GENERAL

J.,q

LI I<g

REPORT

OF

THE AUDITOR-GENERAL

ON

THE FINANCIAL STATEMENTS OF
EMBE WATER AND SANITATION COMPAI\TY

FORTHE YEARENDED
30 JUNE 2015



\

i

f/(

KETVYA NATIONAL A.-iL,l
EI\4EJI I 't:.

i il MAY Z[i,l
l3$.
O58 - ."1,-
Olv" jl r

Tet:
P.o. s i

I

I

EMBE WATER AND SANITATION COMPAATY LIMITED

REPORTS AND F'INANCIAL STATEMENTS

FOR THE IIINANCIAL YEAR ENDEI)

JUNE 30,2015



CONTENTS

Key Entity Lrformation

Board of Directors

Managment Team

Chairman's Statanent

Report of the Chief Execr$ive Officer

Corporate Govemance Stat€m€ot

Corporde Social Reqponsibility Statement

Report of the Directors

Statment of Dircctors' Responsibilities

Report of tre krdependent Auditor/Auditor Crencral

Statement of Compretrensive Income

Sateinent of Financial Position

Statemeot of Changes in Equity

Statement of Cash Flows

Summary of Sigdficsst Accounting policies

Notes to fte Financial Satment

2-3

7-8

4

5

6

PAGE

9-10

1t

t2

l3

t4

l5

t6

t7

t8

19-21

22-35

I



Embe Water and Sanitation Company
Reports and Financial Statements
For the year ended June 30,2015

KEY ENTITY INFORMATION

Background inform ation

Embe water and sanitation company (EMBEWASCO) is a water service provider (WSp) which was
incorporated in .Iiine 2006 and fails uncier Tana water services Board. EMBEWASCO covers an area of over
362hn2 which has a population of about 47,067.'Ihe head office is at Siakago Town, Embu County.

Principal Activities

The principal activity of EMBEWASCO is provision of water and sanitation services within the designated
SPA region of Mbeere sub-counties of Embu County.

I)irectors

The Directors who served the entity during the year were as follows:

l. Joel Jtrlius Ngatian-Ogw
2. Dominic M. Kiura
3. Anthony A. Murithi
4. Grace Nginda Ita
5. Genesio Njuki Njiru
6. Embu county Representative
7. DWO-Mbeere North(ror ceo-rwsn)
8. Christopher M. hen
9. John Nyaga Ndtuna

- Chairman
- Director
- Director
- Director
- Director
-Director
-Director
-Director
-Director

Appointed on Decembe r,2N6
Appointed on December,2O I 2
Appointed on December,20 1 2
Appointed on December,2006
Appointed on December,2Ol 2
Appointed on December,2O I 2
Appointed on December,2Ol 2
Appointed on December,20l 2
(General man4ger)

Corporate Secretary.
Mr. Richard Gikuhi Kiana

P.o Box

Nyeri.

Registered Office And Headquartens
Mbeere North Sub- County Water Officer's Building
Siakago- Ugrveri Road
P.O.Box 19560104

SIAKAGO

Corporate Contacts.
Telephone: +254703 192338

Email

2

Website wunv.ernbewater.co.ke

,r-.-



Embe Water and Sanitation Company
Reports and Financial Statements
For the ended June 20ts

Cotporate Benkers
Co-operative Bank of Kenya
Siakago Branch

P.O. Box 1337 - 60104

Siakago.

Independent Auditors
Kenya National Audit Office
Anniversary Towers, University
way
P.O Box 30084-00100

NAIROBI

Principel Legal Advisers

TheAtrorney General
State Law Office
Haramboe Avenue
P.O. Box 40112
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Reports and Financial Statements
For the year ended June 30,2015

THE BOARD OF DIRECTORS

NO. NAME OF TEE DIRECTOR PROFFESSION

I

JOEL ruLruS NGATIARI.OGW ,:(f
EDUCATIONIST

2.

,tfuDOMINIC M. S KIUR.AH

BUSINESS MAN

J

GENESIO NIIRU NruKI

FARMER

4

CHRISTOPHER IRERI

CAREER TEACHER

5

ANTHONYA. MUzuTHI

CAREER TEACHER

6.

GRACE NGINDA TTA

CAREER TEACHER

7

ENG. STEPHEN NJIRU I

CHIEF OFFICER LAND, ENVIRONMENT
WATER & NAruRAL RESOURCES.
EMBU COI.]NTY GOVERNMENT

8

JOHN NYAGA NDUMA

GENERAL MANAGER
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MANAGEMENT TEAM

NO. NAME DESIGNATION

JOI{N NYAGA NDUMA

GENERAL MANAGER

2 ACCOUNTANT

J

!I

d

'ffi
LENNY KAMAU MIKINYANGO

HUMAN RESOURCE &
ADMINISTRATION.

4

ALICE MUTHONI MWAKIRIE

DISTRIBUTION MANAGER

Note: The CEO and the Company Secretary willfeature both under the ,Board, and ,Management,,
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Embe Water and Sanitation Company
Reports and Financial Statements
For the year ended June 30,2015

BOARD CHAIRMAN'S REPORT
IIYTRODUCTIOIT
The wSP is contracted by Tana water services Board to provide provision of water anci sewerageservices in Mbeere North Sub Count5r of Embu County.
Since the contracting of the water service provider, ptue water and sanitation cornpany has beenencieavouring to olfer quality provision water services within legal and,;;;;.ry framework.It is worthwhile noting that the provision of water services is entering a critical phase with theimplementation of the constitution of Kenya 20lo and therefore the gains made in the provision ofwater services since the inception of water sector reforms needs to be safe guarded,over the period under review, the water consumption has recorded remark-able improvement andis projected to rise higher in the medium term. our sales recorded improvement which wasattributed to reliable water supply to the consumers, growth in unit sales and enhanced revenuecollection mechanisms,

Improving access to services does not only call for creation of institutions and provision ofresources, it should include a change in attitudes, managerial practices and organizationalcapacities' It is in these regard the wSP has aspired andl" eager to change the status quo throughsustainable commitment to ensure that sectoi objectives are achieved.
The recognition of the human right to water and sanitation in the constitution implies thatinvestments and financing plans have to be arigned toward.s realization of this right. The wsp as aduty bearer on behalf of the Government is reiiforcing its effort to extend services to currently unserved areas.
BUSSIITESS EIYITIROITUEIYT
water policy of 1999 and water act 2oo2 introduced extensive reforms in water sector in line withinternational best practice by separating functions, introducing commercialization,
decentralization and professionaiism of water serwices and introducing a strong pro - poor focus inline with human right to water and sanitation.
On the basis of this enabling environment, signifiqant progress have been made in t he provision offormalized water services to citizens. water sirvices neguiatory Board (wasreb) has made it apriority agenda to emphasis the need to preserve ana uuita on the gains made in the predevolution period.
LEGAL
Early in the year 2013, Kenya held its first election under the constitution 2010. The election sawthe creation of county Governments with the responsibility on management of water se^ricesamong others.
The constitution of Kenya 2010 devolved the responsibility for provision of water senices to theCounty Government. In order to sustain and improve o" it 

" 
significant gains made by the watersector reforms of 2oo2 in the application of devolved principles, a legal frimework such as a newwater pohcy and water Bill aligned to the requiremenis of t'he Consiitution 2010 to guide andsupport the devolution process is important.

GOVERIYAIYCE
Takeover of wsP by the count5r Government is supported by the constitution of Kenya 2010, it isprudent that the process be carried out within the existing legal structures and framework so thatthe flow of services to the customers are not compromis.d. 

----
Embu county Government the successor's of Mbiere county council, holds powers as stakeholderand have one representative who seat on the Board of Directors.

COMMERCIAL
The wsP has built a sustainable business environment based on the principles of accountability,efliciency and effectiv"ry:l' In this respect, the wsP has acquired operational License and serviceProvisional Agreement (sPA) and Regu[ar Tariff Adjustment GrO These are the main regulatoryinstruments that establish standards for the op"ritiorr" and guide towards financial sustainabilit5r.
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In the year under review the WSp posted positive improvement in most areas as indicated in the
indicators as illustrated below

JOEL JULIUS NGATTAzu OGW

In collaboration with stakeholders such as Ministry of Water and lrrigation, Water ServicesRegulatory Board, Tana Water Services Board FwbB), water Services Trust Fund [wSTF), NationalDrought Management Authority (NDMA) and Mbeere North Constituency Fund (CDF); the WSp hasstrengthened its governance framework, promoteci professional *"rr"g"L.nt and imfroved onwater services assets.

SE TOR PERFC'MAITCE OVERVIIIT

APPRECIATION
In concurrence with the emerging issues, let me take this opportunity to thank you most sincerelyfor entrusting us with your investment and assure you thaf we will aiways endeavour to give you afair return.
In conclusion I would like to recognize all the respective stakeholders, public, Board of Directorsand management who have made Embe Water and Sanitation Company [e agatizg ltrqachievements it has made within the period under review and requtst ihat to provide criticalinsight on how to move forward in improving the provision of water seryices.
Thank you and God bless us all.

7

Item Description Units 2Ot3l14 2Ot4/ts o/o age increase
1 Water coverage Yo 45 48 3

2" Sanitation coverFge o/o 89 91 2

3 Drinking water quatity o/o 92 92 0
4 Hours of services No 17 17 0
5. Non Revenue Water o/o 56 49 7
6. Metering ratio o/o 100

7 Annual turnover Kshs(M)

100

25.s57 29.t2 28
8 Collection Efficiency o/o 74 78 4
9 Staffing per 1,000

connections
No 16 13 3



Embe Water and Sanitation Company
Reports and Financial Statements
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REPORT OF THE GENERAL II{ANAGER
ovERvItW
The Financial Year 2or4 - 2015 marked an improved performance by posting increase in watercoverage from 45o/o to 49o/o, revenue collection by 8o/o and.reductionin No, Rd;; W ":n]f,i oyr.This has reduced reliance on Government of Keriya subsidy. This move indicates a positive trendtowards water service provider sustainability.
change of altitude by employees, application of best management and professional practices andstrengthened organization capacities as resulted to better lervice delGry by your wSp for theperiod under review.
Low Bu-dgetar5r allocation by the Government toward improvement of dilapidated water systeminfrastructure remains ever bigger challenge.
There is need to recognize the important role that the private sector can play in increasing access
9i_tn91_airectly in water se-rvices provision or indirectly ttrrougtr financing.
FIITAITCIAL PERFOMAITCE
The operating revenue increased signilicantly driven by the improved unit sales and operation
!Tgi:l"v.The operating income increased from Kshs is,ssz,zgt 00 to Kshs.
29,122'587'00'increased collection efficiency and recovery of debts has been the core contributorto this.

I T TITI'IOIYAL CAPACITT
Among the company's core values is the continued improvement in customer services andinnovation' The company has initiated information technologr platform and is implementing webbased billing and accounts software which will offer a competitive advantage and ensure superiorcustomer services.
Our stalfs are the greatest resource the company attaches great importance toward itsproductivity' The wSP encourages staff training and development as a means of ensuring that theorganization is fully and appropriately staffed with employees who have requisite competence to
qgrf_o_r'', their jobs and that all members of staff feel vatued and supported.
SOCIAL AITD EIYT/IROIITEIVTAL RESPOT|SIBILITIES STATEUEITT
The water serwice Provider recognizes that it has a corporate social and environmentalresponsibility. ?he company is partnering with group" *itt, similar objectives towards socialdevelopment and empowerment of the broaaer cimmunity through ,r".ior" corporate socialinitiatives, staff welfare and environmental conservatior.rra impiovement. 

)

SERVICI DELIVERY
In the period under review, the wSP served 18,973 persons out 47,0sg persons with total activeconnection of 1,993.
These customers are served with 157 Kilo metes pipeline network of various sizes, several storagetanks and other civil engineering infrastructure. The status of these infrastructures pauses achallenge and therefore requires attention for them to work efficiently.with increased partnership between'.rarious stakehorders such as suu county r,ater office MbeereNorth and National Drought Management Authority Embu countSr, scaling up of both End -sial<ago and Ishiara water schemes were achievea ana promoted customJrs served from l,6ls to
!2q in the year 2013an 2015 respectively.
FUIYDIITTG
The main sources of income lbr the wsP are Government of Kenya, Development partnerq andrevenue generated.

8



Embe Water and Sanitation Company
Reports and Financial Statements
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Traditionally the wSP funds its operations expend.iture with revinue generated and capitalexpenditure from the Government and development partners. In the spirit of fullillment andprotection of this Constitutional duty of the rigtrt to ivater, I acknowleige this oblfation andreaJiz* the need to strengthen the participation and emtrrowerment of our Board of Directors,
"r"!o.r]9lr, collaborators and business partners.
&94^'t,r/1

John Nduma

CORPORATE GOYERNANCE STATEMENT

Good corporate governance is key to the integrity of water sector institutions arrd markets and is central to thehealth of our economics an{ their stability. Corporate govemance plays a leading role in making certain howcolporations and their boards and management are directed, controlled and heldlo accormt. Corporategovemance therefore encompasses the systerns, practices and procedures by which the individual corporationregulates itself in order to remain competitivg ethi"al, sustainable and fair.

TEE BOARD OF EMBEWASCO limited follows, principles of opermess, inteenty and accoruatability in isstewardship of the company's affairs' It recognizes ae oevetoping nafirre of corporate gov€,,umce and assessesthe company's' compliance with generally accepted corporate iou"*-"" practice on aiegular basis, directlyand through its board committees and management. The role of the boardls to ensure conformance byfocrlsing on and providing the connpany's' overaltr snategic direction and policy -making as well asperformance review 
!fuough accountability and enstrinfappropriate monitoring and supervision. The board isalso responsible for the overall system of internal contr;l and for the reviewingt .riJtiu".r"ss. The controls

are designed to both safeguard the company's' assets and ensure the reliabilityif rina"cia informdtion.

A management team, comprising the general manager, heads of deparfinents and senior staff meets regularly tocolsider issues of operational and stategic importance to the company. Here below are the key features of thee!.stine corporate goverumce practices within EMBE WATER AND sANmATIoN coMpr\Nflilft;
which are reviewed and improved on a regular basis:-

1. Board Of Directors

The board ofdirectors consists ofone executive director and eight non-execr(ive directors, who have beenappointed tn accordance with the Water Act2ooz. The chairmin of the board is a non-executive difector andthe board meets formally at least four times a year.

The board is responsible for setting the direction of the company through the establishment of strategic
objectives, key policies and approval of budgets. It monitors aL imptementation of strategies and policies
through a structured approach to reporting by management and consequent accor:ntability.

The non-executive directors are actively involved in and bring strong independent judgment on board
deliberations and discussions. These directors have a wide rulrg" of-kno*i"ag" -a Jp".i"rr.e of local marketsthat is applied to the fonnulation of strategic objectives and delision makrrg.
The boardmeets regularly and retains full and effective control over the company in all strategic, financial,operational and compliance arerls. h 2015, four board meetings were held and all directors attended the fot'meetings

To assist the board in the discharge of its responsibilities, board committees have been estat,ished. All rhe
board committees meet at least two times 

^y"*. The committees are as follows:_
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Embe Water and Sanitation Company
Reports and Financial Statements
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The dtectors confirm that the company has adequate resources to continue in business for the feasible future
therefore the use of going concem as a basis of statements.

J.J

a) Audit Committee

The audit committee comprises of three non-executive directors and a senior manager. The committee is
responsible for inter ali4 developing and advising an audit and financial contols aid compliance issues of
the company. It also defines the scope of the intemal audit function and acts as a liaison between the
external auditors and managernent. The current members of the committee are: - Dominic Kiurah,
(Chairman), Embu county representative and Anthony Murithi.

b) Finance And Technical Committee

The finance and technical committee compnses of four non-executive directors and the general manager.
The committee provides guidance to the board on finance and technical reqrdrements for tie co.p*y. ifr"
current members are Christopher treri (Chairman), Grace N. Ita, Genesio Njuti, CEO Tana Representative.

2. Internal Controls

The company has implemented and maintained internal contols designed to provide reasonable assurance as to
the integrity and reliability of the financial slatemgnts and to aaequatety safeguard and maintain accountabilityof the company's' assets. Such controls are based o-nestablished policies and procedures and are implernented
by fained personnel with appropriate segregation of duties. The effectir*"r, of the rtrt r" of intemal
contols is monitored regularly through intemal audit functions, operational meetings and the annual extemal
audit.

3. Related Party Transactions And Directors Remuneration.

The related paay transactions- with the company during the year ending 30h June 2OtS aredetarled under notel8.on page 30 of these annual report and financial statements.
The remuneration for directors consists of sitting allowances for their services in connection with the Board and
committee meetings.

The aggregate amount of director's remuneration for services rendered durrng the year ending 30m June 2015
are contained under note 18 on page 30 of these anr:ual report and financial statemens.

4. Going Concern

p,wwyw
J.N. Nduma

Chairman

10
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Embe Water and Sanitation Company
Reports and Financial Statements
For the year ended June 30,2015

CORPORATE SOCIAL RESPONSIBILMY STATEMENT

The company upholds its core values which enshrine ethical business practices, compliance with regulatory andother legal requireme,nts and respect for hurnanity, communities and the environm*i. rn" **p"rivT!v'' 
..ru

corporate social responsibilrty (csR) hinges on two key pillars, employees ana welfare p.ogrdrh",

During the year, our employees have become an important part of this noble objective. The emptroyees are thebackbone of our succ€ss.

Therefore, we have unrelentingly ensured that they have a favourable work environment. That has seen theconstruction of a new office block to ensure each staff has amble space to work effectively.
Training and development of staff has continued to be an importart part of o* busir.r.. 

- 

e1 staft' are
encouraged to attend intemal and external training sessions in order to upgrade themselves technically andprofessionally. The rntenrshin placerrent programmes has continued wiiliseveral students working as intems invarious departrnenb. Those students,re ara*, from various colleges.

ll



Embe Water and Sanitation Company
Reports and Financial StatementJ
For the

Director

r ended June 20ts

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended June 30.2015 which show the state of the Comparry's affairs. 
rlu rvr ur

Principal activit-v

SPA area.

Results

The results ofthe entity for the year ended June 30, 2ol5 areset out on page 15

Directors

The members of the Board of Directors who gerved during the year are shown on page 4 In accordance vrithRegulation of the company,s Articles of Association

Auditors

The Auditor General is responsible for the stahrtory audit of the company in accordance with the public
Finance Management (PFruI) Act,2ol2, which empowers the Auditor General to nominate ottler auditors tocarry out the audit on his behalf

By Order of the Board

o^t",l7/gf76

t2



Embe Water and Sanitation Company
Reports and Financial Statements
For the year ended June 30,2015

STATEMENT OF DIRE,CTORS' RESPONSIBILITIES

The Public Finance Management Act,2ol2 and the State corporations Act, require the Directors to preparefinancial statements in respect of the company, which give a fue and fair view-of the state of affain of thecompany at the end of the financral year and the operating results of the company for that year. The Directorsare also required to gnsure rhat tle ccmpany keeps propei accounting recor<is which drsclose with reasonableaccuracy the financial position of the company. rn" oir"ctors are also responsible for safeguarding the assetsof the company

The Directors are responsible for the preparation and presentation of dre company's financial staterne,nts, which give
a lue and fair view of the state of affairs of the comfany for and as at the end oithe financial year ended on June30, 2015' This responsibility includes: (il marntaumg adequate frnancial management arangements andensuring that these continue to be effective throughout tt 

" 
r"porti"g period; (ii) maiitaimng proper accountingrecords, which disclose with reasonable accuracy at any time the rrnancH porrtio" of G entity; (!ii) desrgnurg,implementing and maintaining internal contols relevant to the preparation and r*r pr"r*t tion of the financialstaternents, and ensr:ring that they are free from material misstatements, whethei due to emor or fraud; (iv)safeguarding the assets of the company; (v) selecting -d "pdt-g appropriate accounting policies; and (vi)making accounting estimates that are reasonable in the circumstances.

The Directon accept responsibility for the company's financial straternents, which have been prepared usingappropriate accor:nting policies supported by rasonauie and prudent judgements ana esdmates, in conformity withInternational Financial Reportng Standard; GFRS), and in'tt" -rmo requted by the pFM Act and the StateCorporations Act. The D'ectors are of the op*rio3 tta a" company's finalcral stat#ents 
"r;;;; 

il;;of the state of company's tnansactions drringthe firuncial y"rr 
"na"a 

Jture 30, 2015, and of-the compatry,s financialposition as at that date. The Dtectors furttrei confinn tlre compieteness of the accotn:torg ,"*ro, maintained for thecompany, which have been relied upon in the prepration or *r" company's financial staterne,rts as well as theadequacy of the systerrs of internal financial control"

Nothing has come to the attention of the Dtectors to indicate that the compary will not remain a going concem forat least the next twelve months from the date of this statement

Approval of the financial statements

The company's fmancial statements were tlre Board on 4n Septemb 2Ol5 and signed on is beJralf by:

2$d-r,^.,
lrector Director

13
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Fax: +254-20-3 I 1482

E-.nrai I : oag(rgoagkenya. go.ke
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR - GENERAL ON EMBE WATER AND SANITATION
COMPANY FOR THE YEAR ENDED 30 JUNE 2015

REPORT ON THE FINANCIAL STATEMENTS

The financial statements of Embe Water and Sanitation Company Limited set out on
pages 15 to 30, which comprise the statement of financial statement of financial
position as at 30 June 2015, and the statement of comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information have
been audited on my behalf by Wamutu & Associates, auditors appointed under
Section 39 of the Public Audit, 2003. The audit has been carried out in accordance
with the provisions of Article 229 of the Constitution of Kenya and Section 14 of the
Public Audit Act, 2003. The auditors have duly reported to me the results of their
audit and on the basis of their report, I am satisfied that all the information and
explanations which to the best of my knowledge and belief, were necessary for the
purpose of the audit were obtained.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting Standards
and for such Internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

The management is also responsible for the submission of the financial sta[ements
to the Auditor-General in accordance with the provisions of Section 13 of the Public
Audit Act, 2003.

Au d itor-General's Responsi bi lity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 15(2) of the Public Act,
2003 and submit the audit report in compliance with Article 229(7) of the
Constitution. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutions (lSSAls). Those Standards require complianbe with
ethical requirements and that the audit be planned and performed to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

Embe ll/ater and Sanitation Company - Annual Report and Financial Statements for the year ended
30 June 201 5

Pxtnnting Accountahilitv in the Public Sector



{

An audit involves performing procedures to obtain audit evidence about amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment for the risks of material misstatement
of the financial statements, whether due to fraud of error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that the appropriate in the circumstances, but not the purpose of
expressing an opinion on the effectiveness of the Company's internal control. An
audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my qualified audit opinion.

Basis for Qualified Opinion

1. Accuracy of the Opening Balances

Note 2 of the notes to the financial statements for the certified 201312014 financial
statements reflects plant, property and equipment with a total cost price of
Kshs.101,167,172. However, note 2 of the notes to the financial statements for the
year under review reflects an opening balance of Kshs.110,893,502 for the same
item resulting an unexplained and unreconciled variance of Kshs. 9,726,330.

Further, the statement of changes in equity for the audited financial statements for
201312014 reflects capital and retained earnings of Kshs.189,892,018 and
Kshs.(77,081,576) respectively while the same statement for the financial year under
review reflects capital and retained earnings opening balances of Kshs.192,498,690
and Kshs.85,290,873 respectively. The resultant variances of Kshs.2,606,692 for the
capital balance and Kshs.(8,209,297) for the retained earnings has not been
explained or reconciled.

ln view of the stated differences, the accuracy of the financial statements balances
as at 30 June 2015 could not be ascertained.

2.0 Budgetary Control and Performance

The Company's approved budgeted income for the year was Kshs.32,987,il0 while
the actual income was Kshs.24,930,386 resulting to an under collection of
Kshs.8,057,254 as detailed in Appendix I ( attached).

Further, the Company had budgeted to spend Kshs.33,155,516 comprising of
Kshs.25,107,076 and Kshs.8,048,440 for recurrent and development expenditure

Embe llater and Sanitation Company - Annual Report and Financial Statements for lhe year ended
30 June 20 I 5
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respectively but the actual expenditure was Kshs.43,159,673 resulting to net over
expenditure of Kshs.10,004,157. The required supplementary budget covering the
Kshs.10,004,1 57 over - expenditure was not made available for audit review.

ln view of the approved budgeted expenditure of Kshs.33,155,516 against budgeted
income of Kshs.32,987,640 resulting to a budget deficit of Kshs.167,876, the whole
budget is rendered unrealistic. lt was not clear where the extra revenue was to be
sourced from.

ln addition, the company incurred a total expenditure of Kshs.736,758 on three (3)
recurrent items not budgeted for while six (6) other items with a budgeted total
expenditure of Kshs.2,841,836 did not have any expenditure.

ln view of the foregoing, the Company did not contain its operations within the
approved budget during the year ended 30 June 2015.

3.0 Receivables

As previously reported, the receivables balance of Kshs.8,972,456 as at 30 June
2015 includes gross trade receivables amounting to Kshs.1,893,821 inherited from
the Ministry of Water and lrrigation and which has remained outstanding for a
considerably long period of time.

Although a general provision for bad and doubtful debts of 5o/o of gross trade
receivables amounting to Kshs.472,235 has been made in the financial statements,
the respective debtors age analysis was not made available for audit review.
Therefore, the bad and doubtful debts provision of 5o/o is deemed inAdequate.
Consequently, the accuracy and recoverability of the receivables balance of
Kshs.8,972,456 as at 30 June 2015 could not be confirmed.

4. Property, Plant and Equipment

4.1 Ownership

As previously reported, the property, plant and equipment balance of
Kshs.93,004,375 as at 30 June 2015 includes Kshs.4,850,000 and Kshs.14,411,802
for land and buildings respectively, inherited from the Ministry of Water and lrrigation
and maintained by the Company but whose ownership had not been trangferred to
the Company as at the time of this report.

4.2 W ater Distri bution I nfrastructu re

The property, plant and equipment balance of Kshs.93,004,375 as at 30 June 2015
includes capital expenditure of Kshs.70,645,548 incurred in respect of plant and
machinery which is composed of water distribution infrastructure.

Embe lYater and Sanitation Company - Annual Report and Financial Statements for the year ended
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However, as per the vesting agreement, the ownership of water distribution
infrastructure vests in Tana Water Services Board and that any capital expenditure
relating to water distribution infrastructure needs prior approval of the Water Board
before expenditure is incurred by the company which may place a reimbursement
claim of the expenditure with the Board. However, this prior approval was not made
available for audit confirmation.

ln view of the foregoing, the accuracy and ownership of the property, plant and
equipment balance of Kshs.93,004,375 as at 30 June 2015 could not be confirmed.

5.0Non - Revenue Water (NRW)

The Company produ ced 842,241 M3 cubic meter 1m3; of water during the year
under review at a production cost of Kshs.8.10 per cubic meter_(m'). However,
records made avaiiable for audit indicated that only 431,108m3 of water was
distributed and charged to the customers. The balance of 411,133m3 was not
charged which translates to 49 % loss of water.

Further, the Water Service Regulatory Board (WASREB) guidelines allows a
maximum loss of 25oh for every cubic meter 1m31 of water produced and hence only
210,560m3 loss was allowable for the 842,241 cubic meter (m3) produced by the
Company. The loss of 411,133m3 of water produced at a cost of Kshs.3,330,177
during the year under review was therefore a non-allowable loss. Although water
produition increased by 27,382m3 from 814,859m3 in the financial year 201312014
to 842,241m" in 201412015, the Company seems not able to deal with the NRW.

ln the circumstances, significant level of NRW may negatively impact on the
Company's profitability and its long-term sustainability.

6.0 Weak lnternal Control System

A review of the Company's internal control system revealed serious weaknesses
especially in its internal checks and lack of an lnternal Audit Unit which lead to the
following irreg ularities;

(i) Unsupported Payments

A review of sampled payment vouchers reflected unsupported payments amounting
to Kshs.122,054.00 as follows;

Date Voucher Number Amount (Kshs)
28tO7t2014 24 29,000
31t07t2014 34 28,485
25t08t2014 67 33,489
25t08t2014 68 31,080
Total 122,054
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It was not possible to ascertain whether the Kshs. 122,054 was expended as
appropriated.

(ia) Loss of Cash

Under Minute 16106104 of the Board meeting held on 18 November 2014, it was
reported that two cashiers had defrauded the Company of Kshs.782,385 as follows;

Name
Joseph Gitonga
Dennis Mugambi
Total

Amount (Kshs.)
341,750
440,635
782.385

Further, the Company incurred Kshs.30,000 on private auditors to investigate the
loans.

Except for the unreplied letters to the culprits, no other documents were made
available to show actions being taken to recover the amount. ln the circumstances,
the recovery of the Kshs.782,385 cash loss could not be ascertained.

Qualified Opinion

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects,
the financial position of Embe Water and Sanitation Company Limited as at June 30
2015 and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financial Reporting Standards and comply with the
Water Act,2002 and the Companies Act, Cap 486 of the Laws of Kenya.

Other Matter

Financial Performance

As previously reported, the company recorded a loss of Kshs.13,034,U2 in
201412015 (201312014 loss of Kshs.8,028,222 and 201212013 loss of
Kshs.9,527,256) thereby increasing retained earnings to negative Kshs.99,528,865
as at 30 June 2015. Although the Company reported a positive working capital of
Kshs.570,451 as at 30 June 2015, its going concern is doubtful as it places heavy
reliance on continued support from the Government and creditors.

My opinion is not qualified in respect of these matters.
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30 June 201 5

5



(.

REPORTING ON OTHER LEGAL AND REGULATORY REQUIREMENT

As required by the Kenya Companies Act, I report based on the audit, that;

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; and

ln my opinion, proper books of account have been kept by the company, so
far as appears from my examination of those books; and

The company's statement of financial position is in agreement with the books
of account.

ii

((IuL
FCPA Edward R.O Ouko, CBS
AUDITOR-GENERAL

Nairobi

23 June 2016
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Appendix l: Budget Analysis

A) Water Revenue Analysis

No. Item Budget
Kshs. Actual Kshs Variance

Kshs
1 Water charges 27,840,000 23,707,400 (4,132,600)

2
GOK Subsidy for Staff
Salary 387,960 387,960

3 Other incomes 4,759.680 835,026 (3,9?4,654)

32,987,640 24,930,386 (8,057,254\

B) Expenditures Analysis

No. Item Budget
Kshs. Actual Kshs Overspent

Kshs
1 Entertainment 324,612 517,490 192,878
2 Bank charges 76,800 525,410 448,610
3 Regulatory board levy 89,868 279,999 190,131
4 Water lew (WASREB) 2,505,600 2,516,983 11,383

5
Maintenance of water
supply system 2,727,900 3,269,700 541,800

6 Directors allowance 413,000 569,500 156,500
7 Staff welfare 84,000 190,609 106,609
8 Casual labour 1,693,164 2,513,385 820,221
I Staff travel and subsistence 1,722,744 2.162.082 439,338
10 Printing and stationery 670,918 670,918
11 Consultant and freelance 160,000.00 182.979 22,979
12 Postaqe and courier 20,240 20.240

13
Laboratory apparatus,
chemical and reagents 1,314,156.00 1,735€20 421,664

14
Computer repairs and
maintenance 132,000.00 139,510 7,510

15 Provision for gratuity 485,784.00 556,872 71,088

16
Staff uniforms and
protective cloths 45,600 45,600

17
Building and furniture
repairs & maintenance 120,000.00 335,903 215,903

18 Depreciation 11,520,175 11,520,175
Total Overspent Kshs 11',849,629 27,753,175 15,903.547
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No. Item
Budget

Kshs.
Actual Kshs Under

spent Kshs
I Audit fees 150,000 100,000 (50,000)

2
Raw water charge
(WARMA) 278,400 179,169 (99,231)

3 Salaries 9,077,952 7,670,997 (1,406,955)

4 Staff training 96,000 (96,000)

5 Telephone. fax and mobile 450,000 276,700 (173,300)

6
Advertisement, publicity
and newspapers 52,728 25,440 (27,288\

7
Transport hire and
equipment 264,192 157,800 (106.392)

I lnsurance 240,000 11,225 e28,775)

I
Stakeholders meeting and
exhibition 402,583 178,000 (224,583)

10 Leqal fees 120,000 (120,000)

11 Water quality analysis 160,000 (160,000)

12
Office general expenses
(misc) and supplies 61,044 27,200 (33,844)

13
Electricity and Motor
vehicles running (fuel) 945,732 824.358 fi21.374\

14
Bicycle repairs and
maintenance 20,533 19,500 (1,033)

15
Motor repairs and
maintenance 477,916 463,044 fi4.8721

16 Security services 436,368 294,500 (141,868)

17
Miscellaneous,
contingencies and penalties 24,000 14,400 (9,600)

18
lncrease in provision for
bad debts (418.439) (418.439)

Total Underspent Kshs 13,257,48 9,823,894 (3,433,554)
Total Recurrent
Expenditure 25.107.076 37.577.069 12.469.993

C) Development Expenditure

No Item
Budget

Kshs. Actual Kshs Variance
Kshs

1 Pipeline Extensions 1.944,229 2,521,290 577,061
2 Water Meters 350,000 (350,000)

3 Computers 300,000 103,000 (197,000)

4 Motor vehicles & Cycles 3,100,000 2,951,314 (148,686)

5 Assorted tools 35,000 7,000 (28,000)
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6 Laboratory apparatus 40,000 (40,000)
7 Pipeline rehabil itation 1.819,211 (1,819,211\
8 Building renovations 120,000 (120,ooo)
I Photocopier 120,000 (120,000)
10 Electrical I nstallations 220,000 (220,000)

Total Dev. Expenditure 8,048.440 5.582.604 (2,465,836)
Total Recu & Dev
Expenditure 33,155,516 43,159,673 10,004,157

Net Surplus / (Deficit) (167,876) (18,229,2871 (1g,odl ,4111
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" is ,i d Financial Statenlcnts
i * yt.r;r ended June 30,2015

STATEMENT OF COMPREHENSIVE II{COME

INCONIE

Water Revenue

NOTES

Grants and subsidies

Miscelleneous incomes

TOTAL INCOMES

LESS:
EXPENSES

Other operating exPenses

Finance costs

Indirect Expenses

Administative expenses

TOTAL EXPENDITURE
Operating profiU( Loss) before Taxation

330.06.2015

KSHS

0.06.20r4

KSHS

l0 23,701,400.00

ll 387,960.00

t2 835,026.00

2 r,886,489.00

3,057,960.00

6 42.00

2s,s17,29r.00

5J8,340.00

95,027.00

r,ol7,e6o.o0

3 1,814, l 86.00

24,930,386.00

l3 647,490.00

14 525.410,00

l5 387,960.00

17 s6,404, I 68.00

37

l5



E-'.mbe Water and Sanitation Company
Reports and Financial Statements
For the year ended June 30,2015

STATEMENT OF FINANCIAL POSITION

ASSETS

NON CURRENT ASSETS

Property, Plant and Equipments

CURRENT ASSETS

Bank Guarantee

NOTES

Stores (stock) SCH I

Receivables

30.06.201s

KSHS

30.06.2014

KSHS

2

3

4

5

93,004,375

220.000

6t7.232

8,972,456

2,090,783

90,362,264

220.000

306,627

16,922,803

2,279,267Cash & Bank balances

TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Accumulated funds

I I ,900,471 19,728,697

104,904,846 I 10,090,96 I

8 r 91. r 03.690

(ee.528.865)

192.498.690

(85,290,873)Retained earnings 9

TOTAL ACCUMULATED FUNDS EMPLOYED

CURRENT LIABILITIES

Customer deposit 6

Bank Overdraft

Payables and accruals 7

TOTAL CURRENT LIABILITIES
TOTAL EQUITY AND
LIABILITIES

Chairman

93,574,825 107,207,817

2.44t.510

3.284.723

5,603 788

I I,330,02 I

t,890,4 t0

992,734

2.883.144

104,904,846 I10,090,961

Md""^u
General Manager
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Embe Wrter rnd Sanitation Company
Reports and Ftnencial Stetements
For the thded June 201s

STAIEIilENT OF CEANGES IN EOUITY

30.06.2014 cAPrrAL
KSES

OPENINGBAI,ANCI 192,498,690

RETAII{M
EARNINGS

KSES

(n26\654)

G.028'223)Addlthar erb*tteprr
TOTAL

30.06.20Is

OPENII{GDAIANCI

Rcrbtcd rnmat ol crpdton

Addldor edry&c;'rrr

rOTAL

tvL4ln$0

CAPTTAL

KSES

192,498,690

605,0@

l93'rGI6e0

G5r90.eB)

TOTAL

KSgS

115336,(M

18-028-2,l:t)

Itl,frt&7

TOTAL

I(SES

to7,N78t7

(1r03,349)

sr5a.81r

NETAINu)
EABNINGS

KSffi
(85:90,873)

(t 201,349)

(13.034.6,{3)

'(D528.861D
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Embe Water and Sanitation Company
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For the year ended June 30, 2015

STATEMENT OF CASH FLOWS

Cash flows from operating activities

Net surplus / (deficit) realised from operations

Adjustments on non-cash items:

Provisions
Prior period
Adjusnnents

Net cash from operating activities beforc working cspital changes

working capital changes

Decrease (Increase) in stock

Decrease (Increase) in trade and other receivables

Increase/(Decrease) in customer deposits

lncrease(Decrease)in trade payables

Cash flows from working capital

Net cash from operating activities after working capital
changes

Investing Activities

Purchase ofnon current assets

Cash flow generated from (used in) investing activities

Net cash generated /(used in)financing activities

Net (decrease)/increase in cash and cash equivalent

Movement in cash and cash equivalents

Cash and cash equivalents at start ofyear

Cash and cash equivalents at end of year

NOrES 30.06.20r5
Kshs

( r3.034,643)

r 1,658,606

(9,e21,4U

(11,297,4991

(3 r 0,606)

4 7,950,348

55r.t00

4,6 r 1,054

1,504,397

2 6,s82,604)

(5,575,604)

8 oos,ooo

605,000

(3,473,201).

2,279,267

30.06.2014

Kshs

(8,028,223)

10,804,908

2,776,695

r 0,879

(4 r 6,363)

513,4r0

(732,974't

(625,048)

2,15t,637

(2,22s,226)

(2,225,226)

(73,589)

2.352.856

6

7

12,801,896

l8

0,193,940) 2,279,267



Embe Water and Sanitation Company
' Reports and Financial Statements
For the year ended June 30,2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

L The principle accounting policies adopted in the preparation of these financial statements are set out below:

1.1 Statement of compliance and basis of preparation

'l'he financial statements have been prepared on a historical cost basis in conformity with lnternational
Financial Reporting Standards (IFRS) which allows the use of estimates and assumptions. lt also
requires management to exercise judgernent in the process of applying the company's accounting
policies.

The financial statements have been prepared and presented in Kenya Shillings, which is the functional
and reporting currency of the company.

The financial statements have been prepared in accordance with the PFM Act, the State Corporations
Act, and lnternational Financial Reporting Standards (IFRS). The accounting policies adopted have
been consistently applied to all the years presented.

1.2. Revenuerccognition
Revenue is recognised to the extent that it is probable that future economic benefits will flow to the
company 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 company's activities, net
of value-added tax (VAT), where applicable, and when specific criteria have been met for each of the
company's activities as described below.

i) Revenue from the sale of water is recognised in the year in which the company 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 company actually
receives such grants.

iii) Other income is recognised as it accrues

1.3. In-kind contributions
In-kind contributions are donations that are made to the comparry in the form of actual goods andlor
services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services. Where the financial value received for in-kind contributions can be reliably
determined, the company includes such value in the statement of comprehensive income both as
revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not recorded.
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Embe Water and Sanitation Companl'
"Reports and Financial Statements
For the vear ended June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1.4 Property, plant and equipment

All categories of property, plant and equipment are recorded at cost less accumulated depreciation and

impairment losses.

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 profit or

loss in the income statement.

1.5 Depreciation and impairment of property, Plant and equipment

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

balance basis to write down the cost of each asset to its residual value over its estimated useful life. The

annual rates in use are:

Buildings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Computers and related equipment
Office equipment, furniture and fittings

2.5%
12.5%
25%
30%
t25%

A full year's depreciation charge is recognised both in the year of asset purchase and in the year of
asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying

amount of an asset is assessed as greater than its estimated recoverable amount, an impairment loss is

recognised so that the asset is written down immediately to its estimated recoverable amounts.

1.6 Finance leases

Leases which confer substantially all the risks and rewards of ownership to the company are classified

as finance leases. Upon initial recognition, the leased asset is measured at an amount equal to the lower

of its fair value and the present value of the minimum lease payments, and tlte asset is subsequently

accounted for in accordance with the accounting policy applicable to that asset.

1.7 lnventories

Inventories are stated at the lower of cost and net realisable value.

70



Embe Water and Sanitation Company
'Reports and Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1"8. Trade and other receivables

Trade and other receivables are recognised al 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.

1.9. Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, shorl-term deposits on call and
highly liquid investments with an original maturity of three months or Iess, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank
account balances include amounts held at various commercial banks at the end of the financialyear. For
the purposes of these financial statements, cash and caslr equivalents also include short term cash

imprests and advances to authorised public officers and which were not surrendered or accounted for at
the end ofthe financial year.

1.10. Borrowings
Interest bearing loans and overdrafts are initially recorded at fair value being received, net of issue costs
associated with the borrowing. Subsequently, these are measured at amortised cost using the effective
interest rate method. Amortised cost is calculated by taking into account any issue cost and any
discount or premium on settlement. Finance charges, including premiums payable of settlement or
redemption are accounted for on accrual basis and are added to the carrying amount of the instrument to
the extent that they are not settled in the period in which they arise. Loan interest accruing during the
construction of a project is capitalised as part of the cost of the project.

l.ll. Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is measureq
at the fair value of contractual value of the consideration to be paid in future in respect of goods and
services supplied, whether billed to the company or not, less any payments made to the suppliers.

1.12. Retirement benefit obligations

The company also contributes to the statutory National Social Security Fund (NSSF). This is a defined
contribution scheme registered under the National Social Security Act. The company's obligation under
the scheme is limited to specific contributiorrs legislated from time to time and is currently at
Kshs.l,080 per employee per month

1.13. Provision for staff leave pay

Employees' entitlements to annual leave are recognised as they accrue at the employees. A provision is

made for the estimated liability for annual leave at the reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1.14. Comparative figures

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

1.15. Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 2015.

2. PROPERTY, PLANT AND EQUIPMENTS

COMPUTERS

&
ACCESSORIES

807,250

I 03,000

910,250

MOTOR &
BI- FURNITURE/

D.V 0t/07t2014

ditions

)PRECIATION
arge in prior
lrs

arge for the year

tal charge

rv 30/06/15

D.V 0t/07t2014

LAND

4,850,000

BUILDING

t 5, I 60,344

PLANT/

MACHINERY

89,390,262

2,521,290

9l,91 1,552

CYCLE

567,064

2,951,3t4

3,5r8,378

673,8t2

844, I 53

1,517,965

2,532,459

425,298

FITTING.

I I 8,582

7,000

125,582

67,582

13,845

81,427

96,914

103,759

TOTAL

I I 0,893,50

5,582,60,

I 16,476,101

5t,468.49',.

I 1,520,30t

62,988,66',

93,004,371

98,941,946

70,000

150,000

4,850,000 t5,160,344

4,850,000

4,850,000

I,140,71 8

369,533

1,510,251

14,41 I,802

14,781,335

48,899,7 l 0

10,092,221

58,991,931

70,645,548

78,216,479

686,670

200,421

887,093

467,653

565,075

3. BANK GUARANTEE.

Balance b/f 220,000

ADD:Additions during the year

220,000
IThe above amount is withheld by the bank (co-operative bank of kenya-Siakago) on behalf of tana water
service board. Therefore, treated as an asset in the statement offinancial position.J

220,000

4 ACCoUNTRECEIVABLES

Receivables as at 30 I 06 120 I 4

LESS: 5% Provision

Balance as at 30TH JUNE 2014

9,444,690

472,235

17,813,4',77

890,674

22
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CASH AND CASH
5 nqurveLENTs

Cash at hand

Cash in bank-Current Account

-Savings Account

6 cusronrER DEPoSITS

Balance b/f

ADD:Additions during the year

Less: Refunds during the year

7 .q,ccouNTs pAyABLES AND ACCRUALS

Tana water services Board

Accrued Gratuity

Provision for Audit

8 cepluL FUNDS

Balance b/f

ADD:Additions rluring the year

9 RETAINED EARNINGS

Balance b/f

Less: Restated amount on opening balances

ADD:Additions during the year

l0 wATERREvENUE

Water charges

Reconnection fees

11 GRANTS AND SUBSIDIES

Mbeere North Constituency Development Fund

GOK subsidy on staffsalaries

12 MrscELLENEous TNCoME

Bank interests

Surcharges

Application fees

Labour

Others

27s,277

r.81 5.506

366,t20

295,362

|.6t'7 .785

2,090,7E3 2,279,267

r,890,410

55t,t00

0

|,377,000

528,700

( l 5,290)

2,441,510 I,890,410

4,460,063

|,043,725

l 00,000

892,734

r 00,000

5,603,7E8 992,734

| 92,498,690

60s,000

t92.498.690

193,t03,690 192,498,690

(85,290,873)

( r,203,349)

( r 3,034,643)

(77,262,6s0)

(8,s28,760)

(99528.86s) (85,791,410)

23,t 53,1 00

554.300

2t,650,489

236,000

23,701,400 21,886,489

387 960

1,980,000

t.077 .960

387,960 3,057,960

I 6,845

553,0s0

69,600

t25,400

70t3I

t7.755

4t5,937

64,400

83,000

3l 750

L-t

835,026 612.3.1:
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13 oTHEROPERATTNGEXPENSES

Audit fees 130,000

Official Enteftainment 517 90

647,490

14 FINANCIAL COSTS

Bank charges

525,410

15 INDIRECT ExPENSES

GOK Subsidy on staffsalary 387,960

387,960

16 WATER PRODUCTION AND DISTRIBUTION IN CUBIC METRES

49

2,5t6,983

279,999

t79,t69

1.269,700

569,s00

r00,000

458,340

558,340

95,027

95,027

1,077,960

1,077.960

868,6r l

53,752

814,859

327 795

487

56

1,046, I 66

2t4,394

2,359,426

479,100

4,099,086

7,012,560.00

r,953,050

l0l,0 t 4

I,825, I 30

10.891.754

177.948

447,569

1 86,880

525.4t0

Water received from intake
Less: Water used in treatment
works

Volume of water produced for consumtion

Less: volume of water billed

Un-accounted for water (water not billed)

Percentage ofU F W

899,237

s6.996

842,241

43t r08

411,133

17 ADMINISTRATIVE EXPENSES

i) Water management

9Yo Boud Administration fees

lYo W ater Regulatory fees

Raw water charge (WARMA)

Maintenance of water supply system

Directors allowance

ii) Staff emoluments

Salaries

Casual labour

Staffwelfare

Staff travel and subsistence

iii) Establishment costs

Electricity

Printing and stationery

Telephone,fax and mobile

6,8 r s.35l

7,670,997.00

2,5 r3,385

r90,609

2, t62.082

12,537,073

t45,763

670,9 r 8

276,700
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Advertisement,publiciry and newspapers

Transporl hire and equipment

Insurance

Office cleaning and miscellaneous

Postage and courier

Stakeholders' meeting and exbition

Consultant and Freelance

Laboratory apparatus, chemicals and reagents

Computer repairs and maintenance

Building,grounds and General repairs

Motor vehicles & cycles running expenses

Motor vehicles running (fuel)

Security services

Miscillaneous penalties and contigencies

Office Furnirures Repairs

Staff uniforms and protective clothes

Bicycle repairs and maintence

Provision for Gratuity

Increase/ (Decrease) in provision for bad debts

Depreciation

Total establishment costs

TOTAL ADMINISTRATIVE EXPENSES

25,440

I 57,800

i,225
27,200

20.240

178,000

t82,979

1,735,820

r39,5r0

33 5,903

463.044

678,s95

294,s00

14,400

142,946

r 80,650

44,146

28,5 r 5

19,405

r 06,000

r,504, r 32

r 2 1,600

208,703

430,960

63 r,200

327,278

3,500

51,575

r 8,600

486,849

21,914

45,600

t9,500

5s6,872

(4 r 8,439)

I 1,520,175

r 7,05 t ,745 15,945,278

36,404,169 18

18. RETIREMENTBENEFITOBLIGATIONS

The company also contributes to the statutory National Social Security Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. The company's
obligation under the scheme is limited to specific contributions legislated from time to time and is

currently is at a maximum of Kshs.l,080 per employee per month.
For permanent staff, in addition to N.S.S.F there exists registered provident fund where the company
contributes 12.5 percent of the employees' basic pay and employee 7.5 percent.

19. RELATED PARTY DISCLOSURES

Parties related to the organisation include those parties who have the ability or where the

organisation has the ability to exercise control or exercise significant control over the operating and

financial decisions. Related parties include the management personnel, their principals and close
family members.

The organisation is related to

(i) Water services regulatory bc''ard

(ii) Tana water services board
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(iii) Directors and key management personnel of the organisation
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

19. RELATED PARTY BALANCES AND TRANSACTIONS (Continued)

2015
Kshs

(a) Due from related parties

(b) Due to related parties

Tana water services board
Water services regulatory board
Accrued Gratuity
Audit Fees

20t4
Kshs

4,460,063
178,283

1,043,721
r00.000

5,782,067

892,734
16,257

486,849
100.000

1,495,940

Tana water services board being the principal is paid 9Yo of the total revenue collections ivhile Water
services regulatory board is paid l% of the same. The above refers to outstanding balances as at the end

of the year. Staffs under terms of contract are paid gratuity calculated at3loh of their Basic salaries at
the end of their contract hence tlie figures shown above relates to tlre accrued gratuity over the period.
Audit fees is the provision for the financial year.

20, FINANCIAL RISK MANAGEMENT POLICIES

Financial risk management objectives

The organisation's overall risk management programme focuses on unpredictability of changes in the
operating environment and seeks to minimise the potential adverse effect of such risks on its
performance by sefting acceptable levels of risk.

The major types of financial risks faced by the organisation are

- Market risk
- Credit risk
- Liquidity risk
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20. FINANCTAL RISK MANAGEMENT POLICIES (Continued)

Market risk management

(i) Foreign exchange risk

The organisation is not exposed to foreign exchange risk since it does not have foreign curency
transactions.

(ii) Interest rate risk

The organisation is exposed to interest rate risk since it has borrowings from family bank

(iii)Price risk

The organisation does not hold investments tlrat would be subject to price risk hence there is no
exposure to price risk.

Credit risk management

Credit risk refers to the risk that a counter party will default on its contractual obligationq resulting in

financial loss to the organisation. The organisation measures, monitors and manages credit risk for
each receivable. The organisation's credit risk is prirnarily attributable to barrk balances, trade and

other receivables. The amounts presented in the statement of financial position are net of allowances
for doubtful receivables, estimated by the organisation's management based on prior experience and

their assessment of the current econonric environment.

The credit risk on liquid funds with financial irrstitutions is also low, because the counter pafties are

banks with high credit-ratings.

The amount that best represents the organisation's maximum exposure to credit risk is made up as

follows:

Trade receivables

Bank balances

Total amount
Kshs

30.06.2015
14,834,3 I I .

1,815,506

782,385

14,834,31I

Fully performing
Kshs

30.06.2015

Past due
Kshs

30.06.20rs
9,444,690

Impaired

ltuhs
.06.201s30

(5,389,621)

9,444,690 (5,399,621)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20. FINANCIAL RISK MANAGEMENT POLICIES (Continued)

Credit risk management (Continued)

Tlre debtors under the fully performing category are paying their debts

The receivables that are past due relate to receivables overdue by over 30 days. The finahce

department is actively following these receivables. No collateral is held with respect to ihe debt. The

debt that is impaired has been fully provided for.

Liquidity risk management

Prudent liquidity risk management includes maintaining sufficient cash to meet organisation

obligations.

The organisation manages liquidity risk through continuous monitoring of forecast and actual cash

flows.

The liquidity risk is also managed through the continuous receipts from water revenue

The table below analyses the organisation's financial liabilities that will be settled on a nQt basis into

relevant maturity groupings based on the remaining period at the statement of financial position date

to the contractual maturity date. The amounts disclosed in the table below are the contractual

undiscounted cash flows. Balances due within l2 months equal their carrying balances, since the

impact of discounting is not significant.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20. FINANCIAL RISK MANAGEMENT POLICIES (Continued)

Liquidity risk management (Continued)

Capital risk management

The organization manages its capital to ensure that it is able to continue as a going concern while
maximizing the return to stakeholders.

The organization is not exposed to capital risk since it has got no borrowings.

The capital structure ofthe organisation consists of:
2015
Kshs

2014
Kshs

Capital fund/Reserves 193,103,690 192,498,690

21. CONTINGENT LIABILITIES

The organization is exposed to various contingent liabilities in the nonnal course of operations.
Management evaluates the status of these exposures on a regular basis to assess the probability of the

organization incurring related liabilities. However, provisions are only rnade in the financial statements
where, based on the management's evaluation, a presentobligation has been established.

ln May 2014, two cashiers had defrauded the Company of Kshs. 782,385. However, the matter
together with Audited statement on the fraud was submitted to Siakago police station procedurally for
the culprits to be apprehended and tried. Despite several visits to the Station by our Human Resource

and Administration Manager on progress of the case, the conlpany is yet to receive positive report.
Recovery of the stolen money therefore, is dependent on prosecution of tlre two in the coming future.

CAPITAL COMMITMENTS

The company did not have capital commitments as at 30 June 201 5

CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).

INCOPORATION

22.

23.

24.

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