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I. KEY COMPANY INFORMATION

Background information
Nakuru Water and Sanitation Services Company Ltd (NAWASSCOJ 15 a Prlfalﬂ Company
Limited by Shares under the Companies Act, 2015. The Company was registered on 8th
September 2003 and it is fully owned by the County Government of Nakuru. Pursuant to
the provisions of the Water Act 2016, the (Company is an agent of Central Rift Valley Wﬂfﬂf
Works Development Agency (CRVWWDA) / County Government of Nakuru and it is
mandated with the provision of water and sanitation Services in the area under the
jurisdiction of Nakuru Town Fast and Nakuru town West Sub-counties and its environs.

Vision
“Ta be the Leading Water Utihity in Kenya™

Mission
“To provide Climate Resilient and sustamable water and Sanitation Services L0 the delight
of our customers™

Core Values

These values form the foundation on which we perform our work and conduct ourselves. The
values underlic our work, how we interact with each other, and the strategies we employ to
fulfil our mission. They are the practices we use every day in everything we do and are a
constant description of who we are.

Owr core values include the following:

Customer Focus, Professionalism, [ntegrity, 1'eam Work and Innovation & Creanvity
Principal Activities
The mandates of the Company are as follows:

i To ensure that it possesses and retains all the necessary expertise necessary fo the
Technical, Commercial, Financial and Administrative functions.

ii. To provide the services within its Defined Service Area,

iii To meet all the required water standards, guidelines and provisions of the Service
Provision Agreement (SPA)

iv. To obtain all necessary licenses, permils and warraniies necessary

obligations in accordance with statufes in lforce. |
v. To maintain the assets Ip good working condition and not to dispose of any assets

o carry out its

without the authorization of the Licensee.

vi. To prepare proposals for:
propose tariff adjustments

mprovement of the assets 50 as to enhance service delivery, To
to the Licensee and Regulator.

'I"-"h-j'.__
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Nukuru Water and Sanliation Services Company Limited
Annual Repovis and Financial Statemenis
For the vear ended 3" June, 2021

The Water Sector in Kenya

The Water Act 2016 created different but complimentary institutions to carry out functions in
the sector. These includes:-

I. Ministry of Water & Sanitation and Irrigation —Responsible for policy and direction on
water and sanitation services in the country.

2. The Water Services Regulatory Board (WASREB) -Responsible for regulation of water
and sewerage services in the country.

3. Water Works Development Agencies (WWDAs) — Responsible for development,
maintenance and management of the national public water works within their arcas of
jurisdiction.

4. Water Service Providers (WSPs) — Are agents of County Government. NAWASSCO is
an agent of Nakuru County Government and it is responsible for provisien of water and
sanitation services in the jurisdiction of Nakure Town East and Nakum Town West sub
counties and its environs.

5. Water Resources Authonty (WRA). Responsible for regulation, management and use
of water resources,

6. National Water Harvesting Authority- Responsible for the development and
management of national public water works for water resources storage and flood
control.

7. Water Sector Fund- Responsible for the provision of conditional and unconditional
grants to counties in addition to the equalization fund and to assist in financing the
development and management of waler services mn marginalized arcas/ underserved
arecas.,

8. County Governments - Under the constitubion 2010, water and sanitation services is
a devolved function under the County Governments.

Shareholding

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

The County Government of Nakuru 4,996
Iis Excellency the Governor of County Government of Nakuru 1
The County Executive Committee Member, Finance & Economic
IPlanning, County Government of Nakuru

The County Executive Committee Member, Water, Environment, Energy
& Matural Resources, County Government of Nakuru

The County Secretary, County Government of Nakuru

TOTAL

l

l
1
5,000

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

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

1.Eng. John K. Kimani Chairman

2.Eng.James N. Gachathi Managing Director

3. Gladys Achieng” Ndeda Non-Executive Director
4, Jennifer ], Kigen Non-Executive Director
5. Monicah W. Gitone Non-Executive Director

6. Eng. Festus K. Ngeno Non-Execative Director
2017
1. Dr Peter K. Katyenya Non-Executive Director

8. CPA Sebastian M. Kanyari

Non-Executive Director
9. CPA Charles Okeyo Owuor

Nen-Executive Director

Appointed on 3rd February 2016
Appointed September 2014
Appointed on 3rd February 2014
Appointed on 3rd February 2014
Appointed on 23rd May 2016

Appointed on 9th September,

Appointed on 10th April, 2019
Appointed on 15th October, 2020
Appointed on 15th October. 2020

Registered office Main bankers

NAWASSCO Plaza Co-operative Bank of Kenya

Government Road Nakuru Branch

P.O Box 16314-20100 P.O. Box 2982-20100

NAKURU NAKURU

Corporate Contacts Principal Advocates

Telephone: +254221269 County Attorney

E-mail: info@mnakuruwater.co ke County Govermnment of Nakuru

Website: www.nakaruwater.co ke P.O Box 2870-20100
NAKURU

Independent Auditors

Auditor General

Office of the Auditor-General
Annjversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya
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A Any other matters related 1o the mnagernent of the Company,

Members ol Hoard of Divectors who held office during the year under review were the

following
|t Ll O RN el |

NAME. | I Ry —
o Kuranja, 66, was appointed on 3" February 2016 1 represent
Resident organizations and he is the Chairman of the Board

He was formerly the Branch Chairman of Agricultural Society of
Kenya, Central Rift Branch, e has been involved in various
assignments in the Nakury County which include; the fabrication and
crection of Nyayo and Afraha Stadium flood i ght towers and
Structural sicel works for Menengai Oil Refineries. Other assignments
include: civil and mechanical works for the automation of the Seven
Folks Dam in the installation of the SCADA systems, and many more
private projects such as churches, Go downs, petrol Stations, canopices
Eng. John Karanja and foot bridges. Qutside the country he was involved in the

Kimani rehabilitation of several tea factories under Ocir Tea in Rwanda,

Non-Executive major expansion of Tanwett Factory for Rai Group and expansion of

(Chairman) Kinyara Sugar Factory for Rai Group of Companies in Northern
Uganda.

Eng. Karanja has a Degree in Bachelor of Science in structural
Engineering and has attended various courses in leadership and
corporate governance and project management,

Eng. Karanja has business interests in Nakury Town and he has a vast
experience in structural engineering and construction spanning for over
38 years
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g - hded;. fassional Bodies. She 18 the Vice Chair of
represent Profess
Board.

n Bachelor of Laws, Diploma from Kenyy

School of Law and has served as a Chief Magistrate of the
cnoo ol ]

High Court. Ndeda is a practicing lawyer She has attendey
1 ourt. & I
vargiguq courses in management and administration,

hip: Einance & Staff and Audit &

She has a Degree i

Committee members
Governance Commitiee.

Gladys Achieng’ Ndeda
Non-Executive Director

Ms Wanjiru, 46, was appointed on 23" May 2016 to represent
the Business Community.

She has served in various institutions including Chairperson - |
Bahati Sub  County Hospital Management  Committee,
Women Representative -county peace forum, Cohesion
Monitor -NCIC, Lead Facilitator in training of youth on
entrepreneurship and business creation in Nakuru County,
| Community health worker on family health and development, |
Member of Board of Management-Nakuru Day Secondary
School and PTA Member -Moi Primary School,
Momcah Wanjiru Gitene |
Non-Executive Director She has_ a Diploma in Theology and has attended various |
Euur&c& in management, leadership, community development,
nance, and conflict resolution. She has a wealth experience |
in managing businesses in Nakuru Town |

Committee membership: Technical & Soc )
and Audit & Governance Committec. ial (Chairperson)

-
— e

Ms Jepchumba, 58, was appointed on 379 Fe 2016 to }
’ 3% Feb
represent Women Organisations. ruary 2016 to |

Shﬂ iS a].ﬂﬂ th¢ EK&EHHHE D'rm? 1 c
¥ I
: 3 ‘ Rﬁngal SGC]H.I EL‘GH{ImI |

She holds a degree in Bachelor i

of Business Admin; '
and h;[lanagﬂnfml from St. Pauls University ;ﬂn:llﬂ;:-:":: |
curgen }rpursufng arMaster s degree in Strategic Management |
at St P?ul University. She has attended varigys ' |
leadership and management. T coumesn '

| Jennifer Jepchumba Kigen | Committee membership: F;
p: Financ :
Non-Executive Director | and Audit & Governance Cummitt:e_ "} Siff (Chairperson

_
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(5- 1 Eng Ngeno, 41, was appointed on 9" September, 2017 and he

represents the County Government of Nakuru. He is the
County Executive Committee Member (CECM) i charge of |
Water, Environment, and Energy & Natural Resources. Other
positions he has held before include: Group Manager, Water |
Treatment Division at Davis & Shirtliff Ltd, and Managing
Director at Kericho Water & Sanitation Company Ltd.

Eng. Ngeno sits in other Boards including: Council of
Govemnors on Water, Forestry & Mining ~-CECMs Caucus,
World Vision Kenya (WVK), Nakuru Rural Water &
Sanitation Services Co. Ltd, Naivasha Water & Sanitation

Eng. Festus K. Ngeno Company Ltd and Imarisha Lake Naivasha Management
Non-Executive Director Board.

Eng. Ngeno is a Water, Sanitation & Environmental Engineer.
He has degree in BSc Water & Environmental Engineering
from University of WNairobi, a Master's degree in MSc,
Water & Environmental Engineenng from University of
Nairobi and Currently pursuing a Doctorate Degree (PhD) in
Water & Environmental Engineering at the University of
Nairobi. He also has a Post Graduate Diploma Course in
Leadership & Corporate Governance from Kenya College of
Accountancy (KCA) University.

He has fourteen (14years) in-depth hands-on experience and
expertise in Water, Sanitation, Environmental and GIS
sectors. In addition, he has good experience in the Public and
. Private Sector at Senior Management Level Managing
Operations in Kenya, Uganda, Zambia, S. Sudan, Rwanda,
Tanzama and Ethiopia.
Commitice membership: Technical & Social and Audit &
Governance Committee.
Dr.Katyenya, 43, was appointed on 10" April, 2019 and he
represents the County Govemment of Nakuru. He is the County
Executive Committee Member (CECM) in charge of Finance and
Economic Planning.

Before joining the County Government, Dr Katyenya was the
General Manager Finance at the Kenya Rural Roads Authority for 5
years and he had also worked as Deputy Director Finance at Kenya

Forest Service for 3 years, Previously he worked as a Senior
Aceountant at NHIF,

Dr. Katyenya holds degrees in both Bachelor of Commerce and
Bachelor of Science in Applied Accounting. He has a Master's
Degree in Business Administration and a PHD in Business
Dr. Peter K. Katyenya (Banking and Finance Orption),

NDII-EIEEIﬁVE Director Committee ll:l.Elﬂ.hl’-l‘Shi]l Audit & Gove
. (Chairman) and Finance & Staff committee.

|
MEnce  commillee .
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" W CPA Mwangi, 60 was ap_:pn;'ltm_d on 15" October, 203~ ¥
: ré:p.rcsmt the Manufacturing Community. |

' holds an MBA (Finance Option) degree from _Lgﬂﬂnn
E:i.rz:rg;it:u and he currently is pursuing a _ Post {;mdu;le
Certificate in MSc Audit & Management at H?rmlngham City
University. In addition he has CPA (K), he is a Member of
ICPAK a practicing Accountant

Mwangi is a Managing Partner Designate of Ruoro Kn_lm &
Company Certified Public Accountant and _had prenqualy
worked at various organizations such as Johanniter Intemnational
CPA Sebastian Mwangi Assistance in Berlin, Humedica International in Germany-

Kanyan Darfur Mission Sudan, Wangai Kotut & Company, Kcnya|
Non-Executive Director Farmers Association Limited and National Cereals & Produce

Board |

Committee membership: Audit & Governance committes and |
Finance & Staff committee, _.
CPA Charles Okeyo Owuor, 47, was appointed on 15th
October, 2020 to represent the Learning Institutions. He holds a
Bachelor of Law degree (LLB Hons) from Egerton University,
Bachelor of Commerce (Finance Option) and MBA (Finance |

Option) degrees from Kabarak University. He has CPA (K) and
is currently a PhD candidate at Egerton University in Business
' & Management (Finance Option). He is also a member of

; ] ICPAK and Practicing Accountant In addition, he is an
Associate Mcmber of Chartered Institute of Arbitrators,
Certified Fraud Examiners, member of the Institute of Internal
Auditors, Certified Professional Mediator and a member of
Accredited Mediators High Count of Kenya, He was (2015 to
2018) and continues (2021 to 2023) to be Committee Maember,
Research and Development Committee at Institute of Certified
Public Accountant of Kenya (ICPAK).

CPA Charles Okeyo Owuor
Non-Executive Director

CPA Okeyo has wide experience in Research, Tax Law and
Fractice togcther with Financial Management Practices, having
worked as Chicf Executive Officer, Calmape Engincering Lid,
Principal, MIS-Centre College of Accountancy of Management
& Information Technology, Audit Manager, AM .Karcki &
Associates, Certified Public Accountants of Kenya and Legal
Intern, Odhiambo & Odhiambo Advocates. He is currently a
Researcher, Financial and Tax Consultant and a Managing
Partner of Dalexa and Elphony Associates, Certified Public
Accountants of Kenya and has extensive experience in both
public and private organizations,

Cumrently, CPA Okeyo is a Lecturer at Egerton University in |
the Department of Accounting, Finance & Management
Science and a part time lecturer at varous universitics an

colleges Further, having been in academia environm
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several years, CPA Okeyo has extensively authored and
published over seven (7) peer reviewed articles in various
distinguished academic journals and ten (10) other publications
m ICPAK and KASNEB journals respectively. He is also a
Consultant with the Kenya Accountants and Secretaries
Natienal Examination Board(KASNEB).

Committee Membership: Finance & Staff Committee and
Technical & Social Committee.

ol

Eng.James N. Gachathi
l Managing Director

Eng. Gachathi, 51, was appointed on 26° June 2014 as the
Managing Director. Before his appointment, Mr Gachathi was

the Technical Manager having been appointed on 23" October
2007,

Before joining the Company, Mr Gachathi was the Technical
Manager of Nyahururu Water and Sanitation Company. He
has a Degree in Bachelor of Science in Civil Engineering from
University of Nairobi and on - going student of MBA
{Strategic Management Option} at Egerton University.

He is the Board Secretary and has a rich experience in Water
Sector spanning for over 24 years
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\
. CORPORATE MANAGEMENT TEAM

5 A AT
The day to day operations of the Company is run by Corporate Management Team (( \y;
headed by a Managing Director.

NO

achlhi. 51, was &p]mined 26™ June 2014 as the
Managing Director. Before his appointment, Mr Gachathi was

the Technical Manager having been appointed on 23% October
2007.

Before joining the Company, Mr Gachathi was the Technical
Manager of Nvahururu Water and Sanitation C. ompany.

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

Eng.James N. Gachathi
Managing Director

He has a rich experience in Water Sector spanning for over 24
— 0 | Years . ———
1. CPA Makon, 51, was appointed on 18" May 2009. Before
Jjoming the Company. Makori had previously worked at
Pyrethrum Board of Kenva. He s experienced in Financial and
Management Reporting. people Management, monitoring and
evaluation, Taxation and Project Accounting, He served as a
member of the Local Committee at Kenya Revenue Authority,

Nakuru for 2 years and he 1s 2 BOM member in various
‘ schools.

Makon holds a degree in Bachelor of Commerce (Accounting
CPA lsaac Mokaya Makori Option) from Kenyatta University and an MBA (Finance

Finance Manager Option) from Kenya Methodist University. He is CPA (K) and
a Member of the ICPAK. 1 i

(SLDP) from the Kenya School of Government (KSG),
Baringo Campus. He has 26 ¥ears of work experience.
3. e Mr. Gathairu, 51, was appointed on 18% May 2009, Before

Was an accountant with

¥ years and Chief Accountant
with Blue Shield Tnsurance Co. Lid for Tyears.

He has a rich expenence in finance and business development
Spanming for over 25 years.

CPA James Muthee Gathairu| Studies & Economics) from Kenyatta University and an MBA
Commercial Manager | (Finance Option) from University of Nairobi. He has CPA (K

and he is a Member of ICPAK. AT
7y ¢
’*&ﬁ

f-
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CPA Joseph John Githinji
Internal Audit Manager

CPA Githinji, 45, was appointed on 1" November 2013.

Before joining the Company, Mr Githinji previously worked
with M/s Kariru & Associates (Certified Public Accountants), |
Kenya Wildlife Service (KWS) (Ag. Manager Internal Audit |
and Mombasa Water (Internal Audit Manager).

He has a rich experience in Accounting spanning for over 21
Years.

Mr Githinji holds = degree in International Business
Administration (Finance Option) from United States
International University (USIU). He has CPA (K) and CS (K).
He 15 a Member of the ICPAK and ICPS (K).

Margaret Wanjira Kinyanjui
Techmical Manager

Ms Wanjiru, 36, was appointed on 1* September, 201 8.

Before joining the Company, M/s Wanjiru worked as the
Technical Manager of Nanyuki Water & Sewerage Company.
Prior to Nanyuki Water Company, she was the Operations
Manager Nyahururu Water & Sanitation Company and
Assistant Resident Engineer of JBG GAUFF INGENIEURE.

Ms Wanjiru holds a Bsc degree in Water & Environmental
Fogineering from Egerton University and an MSc in Project
Planning & Management from Jomo Kenyatta University of
Agnculture & Technology (JKUAT). She is a Certified M&E
expert, and has various certificates in AUTOCAD, MS Project
and leadership.

She has a rich experience in Water & Sanitation Management
spanning for over 11 vears.

'll.. R -'r'
Wiﬂ}r Kibet Procurement
Manager

Mr. Kibet, 33, was appointed on 1® March 2019.

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

Kibet holds a degree in Purchasing and Supplies Management
and a master degree in Procurement and Logistics from Jomo
Kenyatta University of Agriculture and Technology (JKUAT).
He is a registered member of the Certified Procurement and
Supply Professional of Kenya (CPSP-K) and the Kenya
Institute of Supplies Management (KISM),

He has a rich experience in procurement spanning over 10
years.
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7 Mr Kamar, 33, was appointed on 1 March 2019 )
Before joining the company, Mr Kamar worked with the Nenyg
Film Classification Board for 8 years as the Head of [CT He |
has vast experience in project management, ICT secunty &
audit and implementation of management mformation systems
Mr Kamar holds a bachelor’s degrec in Business Management |
and IT from Kabarak university, an MBA (Operations
\ Management) from the University of Nairobi: He is a member
Q of the computer society of Kenya (FCSK).
Anthony Kipkurwi Kamar
1CT Manager He has a rich experience in ICT spanning over 10 years.
| 2 = Ms Muchoka, 34, was appointed as the Ag. Human Resource &

Admin. Manager on 7™ July, 2020. Prior to her appointment,
Muchoki was working as the Human Resource Officer since 1"
July 2018. She had previously worked as a (fuman Resource
Assistant and Ag. Human Resource & Admin. Officer

Muchoki holds a degree in Bachelor of Commerce (HRM
Option) from Gretsa University and she is currently pursuing a
Master of Science degree in Human Resource Management at
Jomo Kenyatta University of Agriculture and Technology, In
o addition she has a Higher National Diploma in Human
Carditor W, Muchoki Resource Management and a Diploma in Personne
Ag. lTuman Resource & Management.
Admin. Manager

She is a Certified Human Resource Professional of Kenya,
CHRP (K) and she is a full member of [HRM.

She has 10 years experience in Human Resource Management,

Jo)

0o/
0.
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CHAIRMAN'S STATEMENT

On behalf of the Board of Directors, am pleased to present to you an overview of the annual
report and financial statements of the Company for the year ended 30™ June 2021. The strong
foundation that we have laid over time by embracing our vision to be the leading Water
Utility in Kenya; supported by a robust governance structure; continue fo drive growth in the
Company and providing momentum for a secure future.

Key Activities

During the year under review, the demand for water and sanitation services in Nakuru
continued to increase due to expansion of Nakuru Town given the limited sources of water.
The water demand was at over 73000m’® per day against an average supply of 40,000m* per
day which the National Govenment and County Government are addressing to bnng more
water to Nakuru Town since it is soon becoming a city. A total of 36600m3 per/day was
achieved due to power failure and breakdown of pumps. This resulted to the company
achieving an average of 20hss of supply per a day.

During the period, the company continued to navigate through the effects of Covid-19
pandemic period which affected most sectors of the economy. The company promoted and
facilitated good hygienc practices by leading awarenmess campaigns about the virus
transmission as well as providing material support for hand washing in high-risk locations
especially the low income areas. The company through the County Government of Nakuru
and with the support of partners such as the Water Sector Trust Fund (WSTF), the Vitens
Evides International (VEI} WaterWorx Project, UNCEF, Water Service Providers
Association (WASPA), World Bank were able to give grants to the company for operations
covid-19 interventions in the low income scttlement arcas

On Non-Revenue Water (NRW), the Company achieved 31.0% against the sector benchmark
of 25%,. This was done by continuing with the installation of master, zonal and consumer
meters to monitor and track the flow of water and its losses. This exercise was undertaken so
as to be able to measure the amount of water that is supplied to a particular area with a view

of ascertaining the Non-Revenue Water (NRW).

Successes

During the period, the company continucd implementing its strategic plan 2018/19 to
2022/23. The plan details various investment plans which aim to ensure NAWASSCO's
growth. The main objectives of the strategic plan are: increased water production to meet the
demand, reduction of NRW, financial sustainability, improved corporate image& visibility
and improved customer service.

During the year the company through funding from County Government of Nakuru and
donors was able to extend the sewer network by 13kms at Free Area, Flamingo, and
Rhonda.The company also received funding from County Govemment of Nakuru and
Development Partners to extend water networks by 24kms at Rhonda, Kaptembwo,
Ghithima, Mawange, Natewa and Estimo. This network project will improve access to water
benefiting over 30,000 people

The Company wes involved in a number of initiatives which benefited the surrounding

community. The initiatives were in line with the right to water and sanitation as enshrined in
Chapter 4 (41 & 43) Kenyan Constitution — The Bill of Rights.
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Challenges d-19 pandemic which affecieq
During the year most customers fell : ere closed down.

ﬂiir:lqiurues of income cspecially those whose businesses W , |

| over 90% of the water is from boreholes

ies through
ith other water mmpa::ml:st 8
hﬁ?{‘:};ﬁ Power for a subsidized tanff

into arrears due to cOV1

The cost of electricity was high due to the fact that
which is very expensive to pump. The company Tlogﬂl
Water Service Providers Association have applied to
which will reduce the cost of electricity.

i ter. The current water

The Com is faced with the challenge of limited sources of water o

4 : 3 d ainst a demand of 73,000m- of water per
production capacity is 40.000m” of water per day ag : artnorsitips with County
day. This is being addressed through other mechanisms that include p '-_7 p  hagios
Government of Nakury, Central Rift Valley Water Works Dev etcrpmﬂnte Eﬂflﬁct
(CRVWWDA) and National Government. The construction of the Itare Dmlu;radl ;ﬁ 1:;{:; 5
funded by the Italian Government was stopped 3 years ago due to the ﬁrianma i ,ja,:,
facing the contractor. The project wus expected to produce over !m,ﬂ[}lﬂm of water per d
of which 70,000m" of water per day will get to Nakuru Town. The National Govenment an
County Government of Nakuru are working towards getting another donor to fund the Itare

Dam Project which was stopped 3 years ago due to the financial difficulties facing the
comtractor.

The company sewer coverage is at 30% due to low funding from the County/National
Government. This is a great risk to the town as it may be faced with sanitation related

diseases. However, through 2 project 1o be funded by KfW Bank under the Lake Nakuru Bio-
Diversity Project the sewer network will be improved and expanded.

Future Outlook

Nakuru Town is among the fastest growing towns in Kenya and it is has been upgraded to a
@ty status which would create apportunitics for greater business. Due to that the Company
has started positioning itself by improving of its systems and capacity building its staff to
manage operations. The Company is also reaching out to development partners who have
shown interest in funding the sewer network which currently has a low coverage of 30%.

As we navigate through the effects of the covid-19 pandemic, which are evident on the

cconomy and our customers, our focus remains on staff safety, service excellence and
business continuity while minimizing the pandemic,

Appreciation

Once again, I would extend our appreciation to the County Government of Nakury, our
business partners, customers and stakeholders for the continued support to the company.

To the management and staff, we thank you for your continued commitment to delivering

improved and more reliable services to our customers especially during these pandemic
times. Together we celehrate our achievements for the year 2020/21

Thank you and May God Bless You all

\
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V.MANAGING DIRECTOR’S REPORT

1 am pleased to present the Annual Report and Financial Statements of the Company for the
year ended 30™ June 2021. This is the 17" annual report and financial statements for the
Company and demonstrates how far we have come.

Key Activities
The company has in place a 5-year Strategic Plan (2018/19 -2022/23) which is used to

improve service delivery and ensure achievement of set targets by emphasizing on areas of
priority in the provision of water and sanitation services.

During the vear under review, remarkable improvement activities towards service delivery
were carried out in the following areas: -

i.  Maintenance of water distribution network

ii.  Maintenance of sewer network

1. Improvement of sanitation at the low income areas

. Continued use new technologies on delivery of services

On Non-Revenue Water (NRW), the Company achieved 31.0% against the sector benchmark
of 25%. This was done by continued installation of master, zonal and consumer meters to
monitor and track the flow of water and its losses. This exercise was undertaken so as to be
able to measure the amount of water that is supplied to a particular area with a view of
ascertaining the Non-Revenue Water (NR'W) in those areas.

On water quality, the company achieved 98% against the required 100%. This was mainly
due to turbidity levels in bulk water supply by the supplier. Samples taken from consumer
points in the water supply system did not meet drinking water quality standards especially
during the wet seasons.

During the vear, the company commissioned the Enterprise Resource Planning (ERF)
System. The system able to integrated all functiens of technical, commercial, human
resource, procurement and finance. Further the system integrates with the banks for the
collection of revenues. The system has brought a lot of efficiency in the operations and
enhanced the company’s technological and operational growth.

Financial Overview

The financial performance during the period was better as the company recorded an after tax
profit of 29.1m compared to a Kshs71.4m during the previous year. The great improvement
in performance was mainly attributed to the suspended activities due anticipated effect of
Covid-19 pandemic and the operating grants received from donors.

The cost of electricity reduced from an average of Kshs20m per month to Kshs19m per
month during the year due to breakdown of pumps. The cost of bulk water went down
slightly due to less quantities purchased while the cost of personnel went down due to the
number of staff retiring and the company automating some of its processes.

Other operating and maintenance costs remained low due to suspended activities arising from
the anticipated effect of covid-19 on company revenues. The cost of chemicals went down
covid-19 support which we received from donors and othier inputs was maintained.

&

ZI:*

L1
‘\.

e
wAs g

e

2/

\'g



, § Amited
Meakinrn Water amd Sanitation Serviees { ‘pmpany

sl Keports and Financial Sintemenls
Fov the vear enided 0" June, 2011
Successes silience a midst the Covid-19

the company demonstrated re
comes of the consy
the company confl

amers. However, as envisaged

During the year under review,
nued to maintain satistactory

pandemic, which affected the disposable i
in one of our core values of customer focus,

levels in service delivery. N
itably through a rationing programme.
s Eqmts l%h_rs per day in 2019/20 and the

The water produced was distributed to custo
per day compared to 33099m° per day

The average water supply was 20hrs/day cnmparadj
amount of water produced was an average of 36600m
in 201920
In order to improve on service delivery to customers, the company continued updating the

social media platforms with campaigns on Facebook, twitter and customer Wha:s?g
platforms. The campaigns mainly sensitized on Covid-19 and reminded customers on .
payment modes of payment, checking water bills via USSD - *483*81#, service interruption
and infrastructure vandalism, The Digital platforms were also used for staff and customer
sensitization especially on Covid-19 measures and guidelines.

The company continued to improve staff competence i an effort to maintain good service
delivery, The managers who are members of various professional bodies attended physical
/viriual seminars, workshops and symposiums for the purpose of improving their skills,
networking and job satistaction.

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

Challenges

The cost of electricity was high due to the fact that over 90% of the water that the company
supplies is from boreholes and pays an average of Kshs.20m per month to Kenya Power. The
boreholes are rather deep and thus expensive to run in terms of energy costs (electricity). In
addition, the cost of electricity is unpredictable as it keeps on rising while our water tariff is
fixed for a period of time. In addition, there is no special tariff for the water sector that would
make the services cheaper given that we offer a social good. The company together with
other water companies through Water Service Providers Association have applied to Kenya
Power for a subsidized tariff which will reduce the cost of electricity

The Company loses a lot of water currently at 31% through technical means arsing from old
and dilapidated water infrastructure. Most of the current water networks were built many
years ago and requires over Kshs800 million to replace. The National Government through
Central Rifi Valley Water Works Development Agency (CRVWWDA) and development

partners are addressing this issue,

The sewer coverage 1s currently low at 30% and it is very expensive for the company to
finance through the normal tariff,
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. The Company is faced with the challenge of limited sources of water as the current water

production is 40000M’ of water per day against the demand of aver 73000M’ of water per &
day due low funding This is being addressed through other mechanisms that include
parinerships with County Government, National Government and other Development
Partners.

Future Plans

The company remains fully committed to the provision of affordable and quality water and
sanitation services to its customers. The company will continue working with all the
stakeholders {owards the improvement of water and sanitation services 50 as to be leading

water utility n the country

Appreciation

[ take this opportunity to thank the County Government, Shareholders, Board of Directors,
Management, Staff, and other stakeholders for their mutual cooperation, and continued
sapport.

Thank vou and best wishes o you all,
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JAMES N. GACHATHI
MANAGING DIRECTOR
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ETERMIN
VL STATEMENT OF PERFORMANCE mmiﬂ PRED.
OBJECTIVES FOR THE YEAR 2020/202

022/2023 that outlines

-

* 2
The Company has in place & Syear strategic plan ;&1_8&519‘ its performance and service
approach and direction that it intends to take in order to Impm;;; pgne}' s going over d'ﬂ]‘mrr
delivery. The plan provides an integrated picture of Wfﬂﬂ the s dottioa Th:
the five years” period and serves as a communication vehicle for conveying 1ts d nd t h::
strategic plan demonstrates the company’s focus arcas or pillars, objectives, projects a
allocation of resources in response fo its key strategic challenges.
The company has 4 strategic pillars and 11 objectives within its Strategic Plan. The strategic
pillars include:

Pillar 1: Water and sewerage infrastructure development
Pillar 2: Operational efficiency and customer service
Pillar 3: Financial Sustainability

Pillar 4: Institutional Capacity Strengthening

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

In order to achieve its objectives, the company cascades down the key performance indicators

and sign contracts with the corporate management team. A review of the performance
indicators is carried out by the Hoard on a quarterly basis and corrective measures are put in
place to correct any variation.

The company’s performance during the year against the set largets in its 4 strategic pillars is

as indicated in the diagram below:
s 'I". i _' L J:| m_; \
i ﬁ-.': ] : :. ks i E_I'-.J'.- Lz ) I :ﬁl." - ]
Water and | To supply | Increasc mﬁﬁm that  all | A 1otal of 36600m’ per/day
sewerage enough water | production  from | borehole pump-scts | was achieved. The shortfall
infrastructure 38.000m’/day 1o |are operational and | was due to power failure,
development 40,000m'/day | are at least 90% of | breakdown of pumps and
their capacities at all | reduction of bulk water
times supply by the supplier
Improve intake of
surface water from
current 3,000m%/day
10 6,000m’/day.
Increase water | Increase the | Identify the | The network extension was
coverage  from | distribution network, camy out | increased by by 24kms at
94% to 98% network survey and  the | Rhonda, Kapiembwo,
coverage  from | destgns. Ghithima, Mawanga,
541km to | Procire  materials | Natewa and Fstimo, Ndege
650kmin and & coniactor for | and Mwariki, This fietwork

s

| network expansion | project will imp%
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I Strategic Pillar | Objective Key Activities Achicvement
Performance
Southern  and to water benefiling over
e, e _| Westen Zones) - 30.000 people .
Operational Increase  and | Ensure water | Maintain ~ Service | During  the perod the
efficiency  and | maintain water | supply reliability | hours for | company  achieved an
customer service | supply  hours | does  not  fall | distnbution at 18 | average of 20hrs of supply
from muimmum | below 18 hours | hours per day by | per a day mainly due lo
1210 at least 20 [ per  day  at | producing enough | water shortage
hours per day in | required water.
all zones pressures.
Reduce  Non- | Install  master, | Carry out | The company achieved 31%.
Revenue Water | zonal and | distribution line | This was done through the
(NRWito less | consumer meters | patrols to identify | valous measures which
than to a sector | to monitor and | all illegal | wer put in place
benchmark of | track water flow | connections.
25% and losses Install smart
Customer meters
which more
efficient.
Install water level
sensors  at  the
reservoir tanks to
contrel overflows.
To improve | Enhance the | Enhanced The company achieved 98%,
water quality to | water  quality | monitoring to | against the required 100%,.
meet  Kenya | Compliance rate | ensure that the | This was mainly due to
Bureau for Water from | quality of | turbidity levels in bulk water
Standards current 97% to | discharged effluent | supplied by the bulk
100% is within 90% of | supplier.
World Health
Organisation
guidelines.
Equip and maintain
water laboratory to
conduct daily tests.
To continually | Enhance co- | Carry out a detailed | The company held a hybnd
strengthen  the | operation stakeholder (virtual — on zoom and face to
company’s between the | analysis. i
partnership with | company  and | Ensure  Continuous il puBEhEkCda
stakeholders main engagement with all | meeting for Water Services
stakeholders the stakeholders Regulatory Board  licence
g::;::'gimd application on 9 Oclober
communication. 2020. During the meeting the
materials for
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-

internal and external

company was able to pr:;',_ﬂ

— -
stakeholders stakcholders  abouw
company's services, grow
and expansion, successes and
challenges
To  improve | Enhance urban | Continue with the | During the year the company
service poor  sanitation | collaboration with | through  funding  from
provision in | programmes for | development County Govemment of
Low  Income | low income arcas | partners. Nakuru and doriors was able
Areas (LIAs) LiAs to extend the sewer network
by 13kms at Free Area,
- Flamingo, and Rhonda.The
| company also  received
| funding  from  County
| Government of Nakuru and
Development  Partners to
| extend water networks by
| 24kms a Rhonda,
| Kaptembwo,  Ghithima,
Mawanga, Natewa and
Estimo.  This  network
project will improve access
o water benefiting over
30,000 people.
Financial To cohance | Improve revenue | Maintain the E-| The Company achieved an |
Sustainability financial collection  from billing system. average of Kshs78.3m per a
sustainability of | the current | Market to customers | month despite the
the Company | Kshs75M to | the alternative | anticipated effect of covid-
Kshs88M  per | modes of  bills | 19 which affected most of
month, payments available. | the customers.
Carry  out water
meters  calibration
and replacement of
faulty meters 1o
ensure the
@ppropriate  amount
of  revenue s
roceived for water
n supplied,
Improve the Enhance wiilization The Company achieved 4
collection of electronic collection cfficiency of
efficiency from, _payment system and | 100% due covid-]
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 Strategic Pillay Objective Key Activities Achievement
J_ Performance

94% to 100% open more pay pandemic most customers
points, were at home and therefore
Set largets for the paid their bills to avoid |
debt collection unit | disconnection including the
and facilitate the constant short messages
leam. which the company sent
Carry out customer | reminding them about the
sensitization and outstanding bills.
enforcement of
disconnections.

Improve the | Identify and meter | The company achieved

metaning  ratio | all the un-metered | 100% due to the efforts

from  97% to | customers. which were put in place.

98% Have enough meters
in store,

Reduce  Non- | Camry out [ The company undertook

Revenue Water | distribution line | replacement of old meters

(NRW) to sector | patrols to identify | and faulty meters with smart

benchmark  of | all illegal | meters which have high

25% connectons. accuracy levels. This
Install smart | reduced NRW 31%.
customer  meters
which more
efficient.

Install water level
sensors &t the
reservoir tanks 1o
control overflows,

Reduce customer

Set tarpets for the

This was achieved despite

arrears from 87% | debt collection unit. | effeet of covid-19 as most
to 20 % of | Engage debt | customers were able to the
revenue base collection agents. | bills during and reduced the
arrears
Institutional Attract, To improve staff | Sign  performance | This was done through the
Capacity develop, productivity based contracts with | signing of contracts between
Strengthening | motivate  and | from  70% to | staff  aimed  at | the Board and Corporate
retain  highly | 80% improving Management Team and the
motivated and performance, same cascaded to every level
disciplined Carry out a training | of  employees in  fthe
staff. need  assessment | Company.
and implement the
same.
Embrace Adopt inteprated Implgment an | The u
¥ o
T
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Strategic Pillar Objective . Key Achievemon,
wg !m ) 3 [, | v [
Tf;mgrging technological Enterprise Resource mmmissiur_md lhc. EFF\
technologies systems Planning (ERP) | system which has improved |
and innovations system. efficiency on the service
to improve Replace and | delivery and the provision of
efficiency and purchase more | timely reports for prompt
effectiveness, computers. decision making.
Invest in security
systems at  all
company facilities,
Create a | Each department to | The company encourages its
conducive target one | employees to develop new
cnvironment for | innovation duning | ideas of improving service
innovation and | the year. delivery. The company
creativity through the innovative ideas
from the staff was able to
install more smart customer
] meters, and automated some
of its borcholes. Solanzation
of borehole pumps is at an
advanced stage.
Enhance Good | Strengthen Train the Board of | During the period under
Cormporate capacity of the | Directors and | review, the Board of
Govemance Board of | Senior Management | Directors were trained on
Direclors on | Team on Corporate | corporate governamce and
corporate governance and risk | nsk management.
govemance and | management.
leadership. Carry out
sensitization of
Board of Directors
on the code of
ethics and conduct.
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VII. CORPORATE GOVERNANCE STATEMENT

E‘hn Board of Pircctcr:a_ of NAWASSCD is responsible for the overall management of the
Company and is I-:;mm_nmf:d to ensuring that its business and operations are conducted with
IDFEgJ.L'J;f}“, professionalism, and in compliance with the relevant laws, internationally accepted
principles En.d best practices in corporate governance including the Guidelines on Corporate
Governance issued by the Regulator, WASREB.

The Corporate Governance of NAWASSCO takes place within a framework which exists to
_rr:gul ate and/or guide the conduct of Board members, staff, customers and mem bers of public
in assessing the Company’s facilitics and services. The objective of the framework is to
provide for the effective, ethical and accountable governance and management of the

Company.
The key instruments within the governance framework include: -
1. The Kenya Constitution
2. The Water Act 2016
3. The Companies Act, 2015
4. The Public Financial Management Act 2012

5. The Public Financial Management Regulation 2015
 The Public Procurement and Asset Disposal Act 2015 and its regulations

G

7. Employment Act 2007

8. The NAWASSCO Service Charter
9

 NAWASSCO approved policies and procedures

The Board of Directors
The Company Board of Directors are appointed in accordance with section 69 of the
Company’s Articles of Association.

Roles and Functions of the Board

The Board is responsible for drawing and implementing strategies for the long term success
of the company ag well as carrying out the fiduciary duty of monitoring and overseeing the

activities of management.

The Board of Directors are responsible for the following: -
(1) Implementation of Memorandum and Articles of Association
(ii)  Provision of guidelines and control function of the Company
(iiiy  Approval of the organization stracture and maintenance of stafl terms and

conditions of service

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

rovision of management guidelines
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(Vi) Approval of major contracts/projects

(vii)  Approval of tariff adjustments

Wvii)  Approval of annual reports and financial statements

(ix}  Prudent investment of funds to ensure continuity of services

(X} Appomntment of Corporate Management Team

Composition of the Board

The Board is composed of cight (8) non-executive Directors including an independent
Chairman and one (1) executive director who is also the Managing Director and Board
Secretary. The Directors represent various stake holding within its service arca, They have a

wide range of skills and experience and each contributes independent Judgement and
knowledge to the Board's discussions.

On appointment, each Director is provided with a comprehensive and tailored induction
process covering the Company’s business operations and also provided with information
relating to their legal and regulatory obligations,

All the Directors except the Managing Director and representatives of the County
Governmen! are required to submit themselves for re-clection in accordance with the
Company’s Articles of Association.

Board Meetings

The Board of Directors hold quarterly meetings as per the Company's Board calendar. The
Chairman may at any time that may be deemed necessary call a special meeting where there
are urgent matters requiring Board aftention and/or resolution. The board meetings are
govemned by the same rules regarding meetings as are applicable to the Company. The
Chairman in consultation with the Managing Director sets the agenda, date and time of the
meeting with members receiving a fourteen (14) days written notice or such penod that may
be agreed on from time to time.

Meetings are held at the registered office of the Company. A quorum for meetings reguires
two-thirds of the total number of members.  Members may appoint one of their own to
preside over the meeting in the absence of the Chairman. Decisions are made unanimously or
by majority votes of the members present. The Chairman has a casting vote in the event of a
tie of votes, The board minutes are prepared and circulated two weeks after the meeting and
the signed minutes are kept by the Board Secretary,

During the year under review the Board conducted I3 meetings,

Board Committees

The Board constituted three (3) sub-committees chaired by one director in each, namely;
Finance and Staff, Technical and Social; and Audit and Govemance. Each committee is
required to meet four (4) times in one financial year. During the under review, the Finance
and Staff committee met five (6) times, Technical and Social committee met four (4) times
M (he Audit and Governance committee metd times.
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The Bn:.mrd appoints other committees as and when necessary. During the year the Adhoc
Committee met two (5) times.

The Board Charter

The company has in place a charter which was approved in April, 2018 and reviewed in
June,2021. The Board Charter guides the Full Board in its operations and also to set the
houndanies for the work of the Board, It outlines the functions of the Board and its role in the
achievement of the Company’s strategic objectives.

The Charter is reviewed at least annually or from time to time when it is appropriate.
This Charter is available to all members of the Board for application and to the
stakeholders for information.

Appointment and Removal of the Board

The Board consisis of nine (9) members as guided by clause 69 of the company
Memorandum and Articles of Association. The directors represent a mix of skills and the
requirement of gender parity. The board is headed by a board chair who is elected by the
members.

All the Directors except the Managing Director and representatives of the County
Government are required to submit themselves for re-election in accordance with the
Company’s Articles of Association which states that a director shall be in office for a peried
of three (3) years but eligible for re-election for another period of three {3) years.

Board Succession Plan

In accordance with clause 69 of the company Memorandum and Articles of Association, all
the Directors upon appointment except the Managing Director and representatives of the
County Government are required to submit themsclves for re-clection for another term of
Three (3) vears after being be in office for the first Three (3) years. However, if the all the
directors were appointed on the same daie then a die shall be cast to determine the one to
retire first.

Induction and Training of the Board

On appointment, Board members are taken through appropriate onientation program besides
continuing capacity building on regulatory and market developments and penodic
management briefs for effective discharge of their oversight duties. The induction
programme provides the Board member with an crientation of the company, strategic plans,
financial status and policies, risk management, compliance programmes and the Code of
Conduct and Ethics. The directors are also provided with information relating to their legal
and regulatory obligations.

During the year the Board visited the company facilities and held training on corporate
governance & leadership and risk management, They also reviewed the various company
operating policies and procedures manuals
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Board and Member Performance

The Board undertakes an annual review of it perrurt?]anlcc mi?;duﬁeﬂ?;;f”5;;":]1“1::?:
within the provisions of its annual calendar of activities in gui 'f‘f o ,‘q!;in s Bt
mandate of providing water and sanitation services to the residents of . i
Nakuru West and its environs.

Conflict of Interest

The Board individually or collectively upholds ethical hehavior aJIni prﬂf:!iﬂﬂ Rﬂd_ﬁ_ipt’ﬂf—’s any
member with a direct and/or remote interest on a matter hefore it to, in good faith, excuge
himself or herself from such deliberations mcluding subsequent vote on such matter,

Board Remuneration

The Board of Directors are remunerated for their services in accordance with the pnjvu.iling
relevant legislative provisions andior as per the resolution of the shareholders during the
Annual General Meeting. Fach Director is also entitled to a medical cover over the tenure of

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

Board Ethics and Conduct

The Company adopts high cthical standards and applics strict rules of conduct, based on

the best corporate practices. As part of this commitment, the Board of Directors adheres
to good corporate governance by embracing the following principles:

I. Observe high standards of cthical and moral behaviour,
2. Act in the best interests of the organization;

3. Remunerate and promote staff fairly and responsibly;

4. Recognize the legitimate interests of all stakeholders; and
5. Ensure that the Company acts as a good corporate citizen.

The Directors are required to act in the best nterest of the Company and wphold their
fiduciary responsibilities and duty of care. Thig involves not disclosing confidential
information, avoiding real and perceived conflicts of interest, and favouring the interests
of the Company overother interests. Theyacthonestly and in good faith so as to credte a culture
built on principles of integrity, accountability and transparency.
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Board Governance Audit

The Board ensures that 2 governance audit of the Company is undertaken on an annual

basis. The purpose of the governance audit is to ensure that the Company conforms to the
highest standards of good governance.

The governance audit covers the following parameters among others:
(8) Leadership and strategic management;
(h) Transparency and disclosure;
(¢) Compliance with Laws and Regulations;
(d) Communication with stakeholders;
(¢) Board independence and governance;
() Board systems and procedurss;
(2) Consistent shareholder and stakeholders’ value enhancement; and

fh) Corporate social responsibility and investment.
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VIIL. MANAGEMENT DISCUSSION AND ANALYSIS
L. Operational and Financial Performance

Service Delivery

On Service Delivery the following was achieved against the sct targets:

ater Coverage (%) G5 95 The target was maintained as the company has not estahlished
new water sources due to financial constraints. This is being
addressed by the County and National Government given the
fact_that Nakurs Town has been upgraded to a city status,
Drinking Water 100 98 | The company achieved 98% against the required standard of
Quality Standards (%) 100%. This was mainly due to turbidity levels in bulk water
supply from the contracted supplier. Samples taken from
comsumer points in the water supply system did not meet
¢ drinking water quality standards especially during the wer

W

seasons.
Non-Revenue Water 26 31 This was not schieved duc to the challenge of water losses in
(NRW)% the water scotor which was at 60% nationally and 31% at our

company level with the acceptable level being at below 25%,
The water losses ocourred through techmical and commercial
ways, In the lechnical ways water was lost through leaks and
bursts while in the commercial Wways water was lost through
illegal eonmections and meter tampenng which the Company is

| addressing.
Hours of Supply (Hrs) 19 20 | This was achicved due to more walcr that was available during
the perind,
Metering Ratio (%) o9 100 | This was achieved duc to the efforts which the company has

put in place to achicve 100% metering rEio so as to stop
billing on estimates,

Revenue Collection B4 100 | This was achieved due to the efforts which company has put in
Efficiency (%) place to achieve 100% collection efficiency. However we have
a challenge in collecting revenue arrears from SOME cusiomers
who have been affected by covid-19

Financial Performance

The financial performance during the period was better as the company recorded an after tax
profit of Kshs 29.1m compared to a Kshs7].4m during the previous vear. The great
numprovement in performance was mainly attributed to the suspended activities due
anticipated effect of Covid-19 pandemic and the operating grants received from donors,

The cost of electricity reduced from un average of Kshs20m per month to Kshsl%m per
month during the year due to breakdown of pumps. The cost of bulk water went down
slightly due to less quantities purchased while the cost of personnel went down due to the
number of staff retiring and the company automating some of ite processes.

Other operating and maintenance costs remained low due to suspended activities ansing from
the anticipated effect of covid-19 on company revenues. The cost of chemicals went down
due to covid-19 support which we received from donors and other inputs were maintsined.
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2. Key Projects / Investments Decisions Implemented or Ongoing.

i. Implementation of an ERP System

During the year under review the company implemented and commissioned the Enterprise
Resource Planning (ERP) system. The ERP system main objective was to bring in cificiency
in operations within the company. The system has done away with distributed systems and
silo processes within departments and unified them into one system with specific sub
modules for each core department and live integration with our banking service providers and
Mpesa. The manual processes in billing, procurement, finance and other departments have
now been automated with capability to conduct company business conveniently from any
location while reducing the need to print, conduct manual verification or reconciliations,

t technological advancements that will

The company aims to continually embrace relevan
to the delight

complement the ERP system which will ultimately reduce our turnaround times
of our customers.

ii. Sewer Network Extensions
g from County Govemment of Nakuru and

During the year the company through fundin
| 3kms at Free Area, Flamingo, and Rhonda

donors was able to extend the sewer network by

iii. Water Network Extensions

The company received funding from County Government of Nakuru and Development
Partners to extend water networks by 24kms at Rhonda, Kaptembwo, Ghithima, Mawanga,
Natews and Estimo, Ndege and Mwariki. This network project will improve access to water

benefiting over 30,000 people

iv. Smart Water Meters
tinued with the installation of new customer smart ready meters which are

The company con
more efficient with an aim of raising revenues and reduction of water losses. The company

installed 3,827 smart meters amounting o Kshs14.9million.

v. Maofor Vehicles
The company purchased motor vehicle mounted with a sewer flushing unit which has
greatly improved sanitation services in town.

vi. New Computers and Accessories

The Company procured new computers and other accessories which were required for the
implementation of the new ERP system,

vii, Automation of Water Boreholes

The Company during year automation Baharini boreholes was completed. This was aimed at
reducing the cost of manning the pumps by staffs who gould be redeployed to more

productive areas.
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i tors
viii. Replacement of Pumps and Mo | 1 _

i m of increas

The Company replaced some of the old and inefficient ;?umgls wﬂ:; tt:: :;mpan}. ,.EPE:S
water production and reduction of maintenance costs. Dunng the ye

13 broken pumps and motors amounting to Kshs6.6 million

3. Compliance with Statutory Requirements

The company is in compliant with the various statutory and legal requirements including: -

Salaries Deductions - The salaries and allowances were paid on time and remittances of
statutory deductions to Pension Scheme, KRA, NSSF, NHIF mISACC{}_s were done before
due dates. As a result, the company won & trophy from its Pension Administrator ~CPF for
timely remittance of pension contributions in the water sector.

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

CORPORATION TAX — The tax return was promptly filed with KRA

NEMA — The requirements were complied with by obtaimng the licenses for our sewerage
treatment plants and regular monitoring through our 130 certified laboratory to ensure that
the discharges to the enviromment meet the standards.

WASREB - levies were remitted promptly.
WARMA - Water abstraction fee was paid promptly,
NITA - Industrial training levy was remilted on a monthly basis

However, an amount of Kshs3, 562,345.00 owed (o National Social Security Fund has not
been paid as it relates to the liabilitics which were inherited from the defunct Municipal of
Council of Nakuru in year 2004. The Company disputed the amount hecause we were
informed that the debt had been settled during the time of Local Authorities Transfer Fund
(LATF) and County Government of Nakuru is currently assisting the employees who are
refiring 1o access their benefits.

4. Major Risks Facing the Organization

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

L Water Bills Amount Owed by the County Government of Nakuru- Kshs32.8M

The County Government of Nakuru currently owed the company several months® water bills
amounting to Kshs39.8m which they have not setiled despite several meetings and reminders,
This has caused a challenge to the company in meeting its financial obligations.

ji. Water Bills Amount Owed by the Defunct Municipal Council of Nakuru
(MCN) -Kshs 215M

The former MCN owed the Company Kshs215m which led the company to face a lot of
financial difficulties in settling debts which had accumulated. We were informed that the
amount owed by the defunct MCN was handed over to the defunct Transitional Authority
which is yet to be settled.
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However, in July 2021 the team from the Office of the Auditor while carrying out the

:ﬁ:lsc of confirming pending payments owed by County Government was able to confirm
ame.

iii. VAT Refund Claims Owed by Kenya Revenue Authority (KRA) - Kshs15M

'I:he Kenya Revenue Authority (KRA) owes the Company VAT refund claims amounting to
kshﬂﬁm relating to period between the year 2015 and 2018 before water and sewcrage
services moved from VAT zero rated to VAT exempt. The company has made several follow
ups but {he amount is yet to be paid.

iv. High Kenya Power Monthly bills averaging Kshs20m per month

90% of the water that the company supply is from boreholes. The boreholes are rather deep
and thus expensive to run in terms of energy costs {electricity). [n addition, the cost of
electricity is unpredictable as it keeps on rising while our water tariff is fixed for a period of 5
years. In addition, there 18 no special tariff for the water sector that would make the services
cheaper given that we offer a social good.

v. Scarce Sources of Water

The Company is faced with the challenge of limited sources of water. The current water
production capacity is 40,000m” of water per day against a demand of 73,000m’ of water per
day. This is being addressed through other mechanisms that include partnerships with County
Government, Central Rift Valley Water Works Development Agency (CRVWWDA) and
National Government.

The construction of the Ttare Dam water project funded by the Talian Government was
stopped 3 years ago due to the financial difficulties facing the contractor, The project was
expected to produce over 100,000m’ of water per day of which 70,000 of water per day
will get to Nakuru Town.

vi. Water Loss through Old and Dilapidated Water Infrastructure.

The Company loses a lot of water through technical means arising from old and dilapidated
water infrastructure. The role of the company is limited to proper management and
introduction of efficiency measures while the Central Rift Valley Water Works Development
Agency (CRVWWDA) and County Government is supposed to provide the water
infrastructure. Most of the current water network was built many years ago and requires over
Kshs800 million to replace. This is the work of the National Government through Central
Rift Valley Water Works Development Agency (CRVWWDA) who 1s the asset developer.
The company is only an agent who is provided with the assets to provide water and sanitation
services.

vil. Un-Aceounted for Water (UFW)- 31%

The water sector is faced with the challenge of water losses which is at 60% nationally and
31% at our company level with the acceptuble level being at below 25%. This contributes to
loss of revenues for wiler companies thus making water expensive. The water losses ocour
through technical and commercial ways, In the technical ways water is lost through leaks and
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b hile in the commercial ways water is lost through illegal connections and e
ursis while i .
tampering which the Company is addressing,

viii.  Low Sewerage Coverage - 30%

The company sewerage coverage was at 30% from 27% during the previous year due zulﬂd”.‘lg
from thepgnunry Govemment and development partners. The coverage is shlllit::fd afiu ;t 1y :
i i d with sanitation rela Iseases,

eat risk to the town residents as they may be face - Lismane.
flruwcver through a project to be funded by KfW bank under the Lake Nakuru Bio-Diversity
Project the sewer network will be improved and expanded. A consultant has been engaged fo

carryout preliminary designs and assist in the procurement of a contractor and supervise the
works.

5. Material Arrears in Statutory and other Financial Obligations

i. Central Rift Valley Water Works Development Agency (CRVWWDA)
Administrative Fees — Kshs 275.8M

The outstanding payment to CRVWWDA is as a result of the instructions which the

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

Company is waiting for the decision of the County Government on the way forward.

ii. Central Rift Valley Water Works D
—Kshs286.2M

The amount relates to a loan which was acquired from African Development Bank (AfDB)
by Central Rift Valley Water Works Development Agency (CRVWWDA) for the
construction of the Ol Banita Well Field According to the documents provided by

evelopment Agency (CRVWWDA) Lease fees

to improve water
§ area of jurisdiction. The loan was from African

vernment of Kenya for on-lending to the CRVWWDA,

supply and sanitation services in it
Development Bank {AfDB) to the Go

iii. Former Ministry of Water & Natural Resources- Kshs, 168m

In accordance with the provisions of the
Services Company Limited assumed respon
in the jurisdiction of the defunct Nakuru
To facilitate this service provision, certain operational assets and liabilities were assigned to
the company by the Director of Water — Ministry of Water Resources Management and
Development. The operational assets included customer accounts amounting to Kshs443,
091,806 while the operational liabilities included amounts due to National Water Corporation
Kshs.168, 490,370, KPLC Kshs. 45,108,015,

Staff pension contributions to LAP Trust
shs6, 145,100.00 and NSSF Kshs3, 562,345 were assigned to the company for the time

Water Act 2002, Nakuru Water and Sanitation
sibility of providing water and sanitalion services
Municipal Council with effect from 1" June 2004,
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l:{elirligr Huhiiezcl to resolution with the Treasury - Ministry of Finance. The amounts owing to
Kshs 45, 108,015 and LAP Trust Kshs 6, 145,100 have since been paid.

E;vw;ny rthmug}! the Ll‘mtml Rift Valley Water Works Development Agency
i A) is negotiating with the Ministry of Water and Sanitation, Ministry of National
Kﬁ.]:asu:j,r and Water Conservation and Pipeline Corporation to write off the ligbility of

shs168, 490,370 because the majority of the customer arrears which were inherited turned
out to be unrecoyerable.

iv. National Social Security Fund- Kshs5.5m

As explained in No. 5(iii) above, this is part of the liabilities which were inherited from the
defunct Municipal of Council of Nakuru (MCN) in the year 2004 and it is under dispute
because we were informed that the debt was settled by the defunct MCN during the time of
Local Authonties Transfer Fund (LATF) and the County Govemment of Nakuru is assisting
the employees who are retiring to access their benefits.

The above payment arrcars were caused by various challenges facing the company. These
include: -

1. Water Bills Amount Owed by the County Governmenat of Nakuru- Kshs39.8M

The County Government currently owes the company Kshs39.86m which they have not
settled despite several meetings and reminders. We are hoping that the County Government
will soon settle their water bills so that we may also settle our financial obligations.

2. Water Bills Amount Owed by the Defunct Municipal Council of Nakuru (MCN)-
Kshs2Z15m
The former MCN owed the Company Kshs215m which they refused to pay but continued
demanding for services which led the company face a lot of financial difficulties in settling
its debts which continued to accumulate. The company was forced to settle some of the
urgent debts which included employee pension deductions thus affecting the settlement of the
outstanding debts.

We were informed that the amount owed by the defunct MCN was transfiared to the County
Govemment of Nakuru and handed over to the defunct Transitional Authority who also

handed it over to the National Government which is yet to pay.

However, in July, 2021 the team froin the Office of the Auditor while carrying out the
exercise of confirming pending paymenis owed by County Government was able to confirm
the same.

3. VAT Refund Claims Amount Owed by Kenya Revenue Authority (KRA) -
KehslSm

The water and sanilation services were previously charged VAT at zero rate (0%) and the
company was entitled to claim VAT input which the Kenya Revenue Authority (KRA)
stopped refunding in February, 2015 due to the misinterpretation of the treatment in VAT

Act (Cap 469) ariging from sewer services,
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The company got a favorable interpretation of the VAT Act but water and sewcrage services ‘
moved from VAT zero rated to VAT exempt. In 2018 the refunds started being settled with 4
balance of Kshs.15m remaining as at 30" June, 2021 despite several follow ups.
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IX. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

;t:?g(t-::?uﬁﬂ;y,mmu;i{s t.;:) t?g.fmm_ lives th‘_":'“gh the provision of water and sanitation services.
our gt;-m et SRERIR force he’!*‘"d everything we do, It is what guides us to deliver

°8Y, Which is founded on 5 pillars: putting the customer/citizens first, delivering
relc:l.'ant goods and services, improving the welfare of its employees, conserving the
environment and improving operational excellence,

Below are the company achievements for cach pillar during the period under review:-

1. Sustainability Strategy and Profile

The Camp:my recognizes the fact that the way in which it conducts its activities financially
h&IS a bearing on those with an interest in its work. The Company's Financial Regulations
reinforce its core values in informing policy, practice and guidance to staff of the Company
to ensure fair and ethical financial practices.

During the year under review, the Company’s financial activities were undertaken with
reference to the following guidelines and policies:

1) Directors and staff code of conduct

2} Public officers ethics

3) Public Procurement and Assets Disposal Act and Regulations
4) Public Finance Management Act and Regulations

As part of the conditions of employment, all stafis were requircd to follow such policies and
guidelines to ensure the Company conducted its activities in an appropriate manner.

The company has in place a 5 year plan which guided of the activities which were to be
carried out and the revenues to be gencrated. The company was able to able meet all its
financial obligations which enabled the operations to continue.

2. Environmental Performance

The Company recognizes environmental sustainability as the greatest challenge of the 21st
century and commits to ensuring that all of its major strategies and operations consider their
environmental and ecological aspects and impacts.

The Company participated in the conservation of the environment by planting trees. During
the year, the company continued the drive for environmental conservation by planting trees in
its area of operation. In collaboration with the County Government of Nakuru, the company
donated trees and took parl in tree planting exercise.

The Company also ensured that discharge to Lake Nakuru National Park met the required
standards by conducting regular tests through lts laboratory which is ISO certified.

The Company supported initiatives that minimize its impact on the environment and helped
create a sustainable community by working closely with National Environment Management
Authority (NEMA) and various County departments such as the Environment and Public
Health to enhance and protect the environment around us. The Company through its

aste (faecal matter), Faecal matter (human waste) is an invaluable resource

idiary company NAWASSCOAL, developed briquettes (charcoal) called Mﬂﬂm%m
o

|
|
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health and environmental development which also shows that

can be hamessed for economic, aches that ensures

. ced appro
sanitation related challenges can be solved by using market ba PR
sustainability.

3. Employee Welfare

' itively to the
The Company is committed to being a good employer, and cnnmbl_m::} fﬂ;i!l:oc{zﬂer -
creation of employment in the Country and Nakuru :Cuum}r._ Dl_lr miss ol s
environment where employees feel recognized for their contributions, apprecia A
individuality, and challenged to do their best. As an emplo}tar the Company :is Ct;mrlm o
ensunng that all the employees are fully supported in their wu‘rk, have a decent working
environment, are fairly rewarded, and maintain a good work-life balance. The Company
recognizes staft trade unions that represent and protect their interests. The Cnnllpany offers
competitive terms and conditions of service to its employees. The Cumpanyhas. in plaﬂe_tw-:l
retirement benefits schemes (LAP Trust and NSSF) for its staff which provides earnings

during the retirement period. In addition, the Company has a medical and accident cover for
its staff.

The Company carries out employes satisfaction survey after every two years with a view of
mmproving the conditions and working environment of its employees and keep in touch with
cmerging employce issues. During the year, the Company put in place many ways to

contribute positive changes to its employees including on-job trainings, participation at the

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

company’s vision is achieved.

During the reporting period, employees were able to undergo various traimings especially
with the Enterprise Resource Planning (ERP) system. This did not only enhance the

company’s technological and operational growth but also enriched employee's technological
growth,

4. Market Place Practices

The company puts in place a lot of measures to ensure customer satisfaction, Annually, the
company conducts a customer satisfaction survey to ascertain whether the efforts put in place
by the Company are felt by the customers and any issues raised are addressed promptly.

On Persons Living with Disability all company stations are fixed with detachable rumps for
ease of entry for persons confined to wheel chairs. A desk offering special services to persons
living with disability is in place at the head office, In addition, one special toilet for persons
living with disability is in place at the head office.

The Company is commitied 10 service delivery to
friendly environment. This was done by
records all customer complaints by assigni
the complaints are resolved,

its customers by creating a customer
use of customer voice and choice system which
ng o ticket number for provision of feedback once

During the year the company continued servin

the nearest points such banks and their agent
Posta,

8 its customers by paying their water bills from
s (Co-operative, Family & Equity), Mpesa and
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5, Community Engagement

During the ysar the Company ensured that water was available and wes distributed equitably
1o all the customers and that the sewer systems were maintained.

To serve the community around who don’t have piped water, the company used a water
tanker donated by the County Government of Nakuru to ferry water at a fee.

Dﬁm‘ndg the Covid-19 pandemic period, the Company was able to undertake several Wash
initiatives by promoting and facilitating pood hygiene practices through awareness
campaigns about its transmission as well as providing material support for hand washing mn
the high-risk locations.

“The company through the Commercial Department ook part in 8 CSR activity by visiting the
New Life Home Trust (NTLHT). The home provides a compassionate response 1o the plight of
abandoned and other exiremely vulnerable babies, with priority given 10 those who are
infected or affected by HIV/AIDS. NAWASSCO was able to donate items to the home:
tissues, diapers, cooking oil, porridge, maize and wheat flour, milk, rice among others.

Through maximizing access to sale drnnking watcr, especially for vulnerable communities -
Low Income Areas, thc company was able to maintain where possible, water service
continuity. proper treatment and accessibility for all. In the Low Income Areas, the waler
points were increased through several water kiosks that provided water at a subsidized rate of
K shs2.00 per litre,

#‘;‘}‘

rJ'-
2
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X. REPORT OF THE DIRECTORS - .
The Board of Diractors present their Annual Report together with the F “1“_“"-“] Sltﬂtﬂl‘l'lct.n.‘ '
the state of the Company’s trading affairs

for the year ended 307 June, 2021 which shows
and financial position,

Principal activities
The principal activities of the company are the provision water and sewerage services,
Results and dividend

| The results of the Company for the Year ended 30™ June, 2021 are set out on page i L 30.
| The net profit for the period of Kshs 29,062,330 which has been added to retained earnings.
The directors do not recommend the payment of dividend.

Directors

The Directors who held office during the year and to the date of this report are shown on
PAgE ¥ 10 X in accordance with Company Memorandum and Articles of Association,
Directors serve for a term not exceeding three (3) vears’ renewable for another one term.
Auditors

The Auditor Generalis responsible for statutory audit of Nakuru Water and Sanitation

Services Company Lid in accordance with asticle 229 of the constituti :
Audit Act 2015, constitution of Kenya and Public

By onder of the Board
= =
55

JAMES N, GACHATHI

.
BOARD SECRETARY 29 )!7 Dated 2021
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53 xL STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and Section 638 of The Kenyan
Companies Act, 2015 requires the Directors to prepare financial statements in respect of the
company, which give a true and fair view of the state of affairs of the company as at the end
of the financial year and the operating results of the company for that year/period The
Directors are also required to ensure that the company keeps proper accounting records which
disclose with reasonable accuracy the financial position of the company, Directors are also
responsible for safeguarding the assets of the company.

The Directors arc responsible for the preparation and presentation of the Company's financial
statements which give & true and fair view of the state of affairs of the company for and as at
the end of the financial vear (period) ended on June 30, 2021 This responsibilities includes;
(i) maintaimng adequate financial management amengements and ensuring that these
contitie 1o be cffective throughout the reporting period; (if) maintain proper accounting
records. which disclose with reasonable accuracy at any time the financial position of the
company; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements and ensuring that they arc free
from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
company, (v) selecting and applying appropnate accounting policies: and (vi) making
socounting estimates that are reasonable in the circumstances

The Directors accept responsibility for the company’s financial statements, which have been
prepared using appropriate accounung policies supported by reasonable and prudent
judgemecat and estmates, in conformity with International Financial Reporting Standards
(IFRS) and the requircments of the Kenyan Companies Act, 2015 and water acl 2016.

The Directoys are of the opinion that the company’s financial statemenis give a true amd fair
view of the state of the company's transactions dunng the financial vear ended June 30, 2021,
and of the company’s financial position as a1 that date. The Directors further confirm the
completeness of the accounting records maintained for the compuny, which have been relied

upon in the preparation of the company’s financial statements as well as the adequacy of the
systems of internal financial gontrol.

Nothing has come to the aftention of the Directors to indicate that the company will not
remain a going concem for at least the next twelve months from the date of this
stalement.

Approval of the financial statements

The company’s financial statements were approved by the Board on 9™ September 2021 and
signed on its behalf by:

GLADYS ACHIENG' NDEDA JAMES N. GACHATHI

BOARD CHAIRMAN MANAGING DIRECTOR
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MAIROBI

Enliancing Acconnfabilin

REPORT OF THE AUDITOR-GENERAL ON NAKURU WATER AND SANITATION
SERVICES COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2021

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management, and
governance systems are properly designed and were warking effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Nakuru Water and Sanitation
Services Company Limited set out on pages 1 to 40 which comprise the statement of

Report of the Auditer-General on Neiiry Woder and Sanitation Services Company Limited for the vear ended
3 Swnas, 20021



fit or loss and o
o the statement of pro f
| as at 30 June, 2021, o ement of cash
Eg;np?::aeﬁ?:rtﬁcnme, the statement of changes in EQme ?.:::dthsfyfear e endedﬂ{::;
and statement of comparison of budget anc:_gctua; :Sﬁl?:::l:‘:r explanatary information o

f significant accounting policies Sl .
2c§§$$-.acr§ u::i'th tr;?e provisions of Article 229 of the C%nnstltutfun of lé?fﬂ;ﬁ’;":ffﬁ?ﬁ_ﬂff
of the Public Audit Act, 2015. | have cbtained all the information an e?gf oo
to the best of my knowledge and belief, were necessary for the purpos '

In my opinion, except for the effects of the matter described in the ‘Bam‘s for" Quaatlseﬁ?c:
Opinion section of my report, the financial statements present fairly, in a C"” fa
respects, the financial position of the Nakuru Water and Sannatm{'r Services Company
Limited as at 30 June, 2021 and of its financial perfurmanf:a and its cash flows for the
year then ended, in accordance with International Financial Reporting Standards and

comply with the Public Finance Management Act, 2012, the Water Act, 2016, and the
Company's Act, 2015,

Basis for Qualified Opinion

1.0 Undisclosed Loan from African Development Bank (AfDB)

The statement of profit or loss and other comprehensive income reflects operating and
maintenance costs of Kshs 377 118,876 for the year ended 20 June, 2021. However, the

balance differs with the amount of Kshs.282,779,924 disclosed in Note 12(a) to the
financial statements resulting to unreconciled variance

included, in the operating and maintenance costs is the Af
Kshs 39,468,545 which has been expensed. i

(ATDB) through Rift Valley Water Works Development Agency (RWWDA) and continues
to service it, the outstanding loan balance is not reported on the financial statements as
required by the standards. This is also in breach of Sectien 628(3) of the Companies Act

No.17 of 2015 which requires accounting records of the company to contain day-to-day
entries of all amounts of money received and spent,

Consequently, the accuracy and fair statement of the liabilit
undisclosed African Development Bank (ATDB) which was

Valley Water Works Development Agency (RWWDA) a
servicing could not be confirmed.

ies in respect of the
obtained through the Rift
nd which the Company is

2.0 Trade and Other Receivables

Report of the Auditor-General on Nakwrn Water and
30 June, 2021

Seritation Services Company Limited Jor the year emza’_

2

’



Consequently, the accuracy and fair state
| ment of the trade and other receivables bal
of Kshs, 714,643,719 as at 30 June, 2021 could not be confirmed. e

3.0 Doubtful Reserve Assets Tra nsferred

TthE statement of financial position and as disclosed in Note 23(c) to the financial
statements reflects a balance of Kshs 262,893,992 in respect of reserve assets

transferred. However, the balance was not supported by a detailed ledger of customer
accounts.

Consequently, the accuracy and fair statement of reserve assets transferred balance of
Kshs 262,892 992 as at 30 June, 2021 could not be confirmed.

4.0 Long Outstanding Debt - Rift Valley Water Works Development Agency

The statement of financial position and as disclosed under Note 25 to the financial
statements reflects a balance of Kshs.751,029,340 in respect of trade and other payables
as at 30 June, 2021. Included in the balance Is trade payables balance of
Kshs.617,951,432 which includes Kshs.446 976,985 owed to Central Rift Water Works
Development Agency (CRWWDA) on account of administrative fees payable that have
accrued since the year 2013 due to instructions not to pay issued by the County
Government of Nakuru. No explanation has been provided or evidence of steps taken
by the Company to resclve the matier.

In the circumstances, the accuracy and fair statement of trade and other payables
balance of Kshs.751,029,340 as at 30 June, 2021 could not be confirmed.

5.0 Long Outstanding Trade Receivables Accounts

The statement of financial position and as disclosed under Note 19(a) to the financial
statements reflects a balance of Kshs.714,643 719 in respect of trade and other
receivables as at 30 June, 2021. Included in the balance is Kshs.666,570,684 in respect
of water and sewerage services. However, the balance of Kshs 666,570 684 includes six
thousand six hundred and thirty-one (6,631) dormant water customers’ accounts with
outstanding debt balance of Kshs.283,853,151. The Management has not demonsirated
any appropriate measures taken including legal action to collect these debts’ contrary to
the provisions of the Company’s Finance Manual 2021 Section 5.2. Further, no provision
for doubtful debts has been made in respect of these doubtful debts.

Consequently, the accuracy, completeness and fair statement of trade and other
receivables balance of Kshs.714,643 719 could not be confirmed.

6.0 Unaccounted for Fuel

Note 12{a) o the financial statements reflects operating and maintenance expenses
balance of Kshs, 282,779,294 for the year ended 30 June, 2021. Included in this amount
is Kshe 7,938,437 In respect of fuel expenditure. Records provided for audit review
revealed that fuel costing Kshs.3,219,256 was lost through fraud during the year under

E,:pnr.' of the Auditor-General on Nakwrn Water and Sanitation Services Company Limited for the year ended
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review in the months of September 10 Hauaﬂber,_zmﬂ, The matter is in Court g, )
judgement had not been made as at the time of audit.

Consequently, the recoverability of Kshs. 3,219,256 is dependent on the outcome of the
Court case

The audit was conducted in accordance with International Standards quSr.!preme ﬁfudu
Institutions (ISSAls). | am independent of the Nakuru Water and S-_Emltatlan S,fer;nces
Company Management in accordance with ISSA| 130 on Cnde_of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and_ in acc-:nrdanuet with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Emphasis of Matter

The statement of comparison of budget and actual amounts reflects an approved revenue
budget of Kshs.1,028242527. The actual income for the year amounied to
Kshs. 1,015,944 217 resulting to an overall shortfall of Kshs.12,298,310 or (1%) of the
budget. Management has not provided satisfactory explanations for the revenue shortfall
that may have impacted negatively on service delivery to the residents of Nakuru town.
In addition, out of the actual revenue of Kshs.1,015944 217, actual expenditure was
Kshs.876,062,030 resulting to an under absorption of Kshs. 39,882,187 (or 4%,).

Key Audit Matters

Key audit matters are those matlers that, in my professicnal judgment, are of most

significance in the audit of the financial statements. There were no key audit matters to
report in the year under review

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(8) of the Constitution, | confirm that, nothing has come to my

attention to cause me to believe that public resources have not been applied lawfully and
in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSA| 4000, The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the aclivities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that

govern them. | believe that the audit evidence | have obtained is sufficient and appropnate
to provide a basis for my conclusion.

Fujrm.l;'r il the Awditor-Cieneral on Nakurn Water and Sanitation Services Company Lintited for the year ewdod
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REPORT ON EFFECTIVENESS OF
AND GOVERNANCE F INTERNAL CONTROLS, RISK MANAGEMENT

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing has come to my attention to cause me to believe that internal
controls, risk management and overall governance were not effective.

Basis for Conclusion
1.0 Non-Revenue Water

Available records indicate that the Company produced 13,358,950 cubic meters of waler
out of which 9,130,940 cubic meters were billed to customers resulting in 4,228,010 cubic
meters Non Revenue Water at an estimated value of Kshs.328,257,551. This
represented 32 % of the production which exceaded the set threshold of 25% approved
by the Water Services Regulatory Board (WASREB} guidelines. No explanations have
been rendered for the high NRW and measures being put in place 1o resolve the loss in
revenue.

2.0 Consumer Billings Without Serialized Water Meters

Audit examination of billing records for the year ended 30 June, 2021 revealed that ninety-
eight thousand eight hundred and eight two (98,882) water customers had meters without
serial numbers for ease of identification and accountabilty. Although income of
Kshs.3.494 826 was realized from these accounts, the individual serialized meter
numbers are not captured in the Company assels records or biling system.

Consequently, the Company has not documented or safeguarded all its water meters
used in the water distribution and sale system which may result to revenue losses.

The audit was conducted in accordance with ISSAI 2315 and 1SSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate 1o provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015, except for the matters under the Basis for
Qualified Opinicn and Conclusion on Efiectiveness of Internal Controls, Risk
Management and Overall Governance sections of my report, | report based on my audit,
that:

R_apaﬂ of the Auditor-General on Nakury Water and Sanitation Services Company Limited for the year ended
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xplanations which, to the best of my

| the information and € the purpose of the audit;

i al
| have obtained lief. were necessary for

knowledge and be

i cords
dequate accounting ré
ef?cm the examination of tho

in agreement with the accounting

have been kept by the Compan,
i, In my opinion, & se records; and
so far as appears

The Company's financial statements are

records and returns.

ors
Responsibilities of Management and the Board of Direct

Management is respensible for the prepgratianF*_arrd fg:i: pl::{rz:zr:ttiigoré tc;fnhh;rzg fg:dnc;;a:
tatements in accordance with International Financia : ‘

fnaintaining effective internal control as Management delermines IS _netc?s;aerymtﬁwir::g:

the preparation of financial statements that are free from materlaf misstate | . WPl

due to fraud or error and for its assessment of the effectiveness of internal control,

management and governance.

In preparing the financial statements, Management is resPonmbla forrassessmg the
Company’s ability 1o continue as a going concern, disulnsm_g, as apphcal:{le, matters
related to going concern and using the applicable basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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

2015.

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to oblain reasonable assurance about whether the financial
statements as a whole are free from material misstatement. whether due to fraud or efrror,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but

Report of the Auditor-General on Nakurw Water and Sanitation Services Company Limited for the year ended
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is not a guarantee that an audit conducted in accordance with ISSAls 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.

In addition to the audit of the financial statements, a compliance audit is p!anneld‘{md
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are In
compliance with the authorities that govern them and that public resources are app!leq in
an effective way, in accordance with the provisions of Article 229(6) of the rCDﬂStItUtIOI"I
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 gud%t of
compliance, | consider internal control in order to give an assurance on the eﬂemnvenegs
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Au::lit Act, 2015 :and sy’nmlt
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 thgt
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does n-:_:-t
reduce to a relatively low leve! the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with ISSAIls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | 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 of the Management's use of the gaing concern basis
of accounting and, based on the audit evidence obtained, whether a material

Report of the Audltor-Cleneral on Nakuru Water and Sanitation Services Company Limited for the vear ended
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uncertainty exists related to events or conditions that may castlﬁ::?;!f#:tngd;l;?; :”l
the Company's abilty to continue as going concern. If | Gonalues “A" & e &ria
uncertainty exists, | am required to draw attention In the aud itor's repo »

disclosures in the financial statements or, if such dlsclagures are rnadeq uate, tﬂhmﬂdl Y
my opinion. My conclusions are based on the audit evidence obtained up to the date

of my audit report. However, future events or conditions may cause the Company to
cease to continue 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 the Company to express an opinion on the financial statements.

» Perform such other procedures as | consider necessary in the circumstances.

| 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.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may

reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA

, CBS
AUDITOR-GENERAL

Nairobi

15 July, 2022
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XIIL STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME FOR THE YEAR ENDED 30™ JUNE 2021

= g 1 | 20192020
A NOTE (KSHS)
REVENUES i
Sales/Turnover o 937,878,717 987,077,239
Cost of Sales 7 (289,179,111) (306,242,035)
Gross profit 648,699,606 680,835,204
Grants from Partners 59.413,269 -
Finance Income 16,862,032 12,705,616
Other Income 10 1,790,198 1,294,088
TOTAL REVENUES 726,765,106 694,834,908
EXPENSES
Admimstration Costs 11 309,763,043 319,643,143
Operating and Maintenance Costs 12(a) 377,119,876 303,731,921
Bad debis written off 12(b) 94,340,587 ]
TOTAL EXPENSES 686,882,919 623,375,064
OPERATING PROFIT/(LOSS)
BEFORE TAXATION 39,881,187 71,459,845
Income tax expenses 13(a) 10,819,857 -
PROFITALOSS) 29,062,330 71,459,844
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Nakuwrn Water and Sanitation Services Company
Anual Reports and Fionan inl Stntements
Far the year ended 30™ Jone, w2l
TH‘ -
X1V, STATEMENT OF FINANCIAL POSITION AS AT 30™ JUNE 2021 u
1 - — [ NOTE | 20202021 | 20192202 \
~ (KSHS) |  (KSHS)
ASSETS
Non-Current Assets
Property, plant and equipment 15 163,494,185 102,521,863 J
Intangiblc assets (software WIP) 16 29,846,528 30,288,249 |
Leasehold land and buldings 17(a) 113,820,467 118,650,184 |
Total Non-Current Assets 307,161,179 251,460,296 |
Current Assets
nventorics 18 21,924,416 29,333,308
Trade and other receivables 19(a) 714 643719 831,022,578
_Short Term Deposits 20 210,100,000 160,100,000
Bank and cash cquivalent 21 213,546,574 136,701,544
Total Current Assets 1,160,214.709 1,157,157,430
TOTAL ASSETS 1,467,375,888 1,408,617,726
EQUITY AND LIABILITIES
Share Capital and Reserves |
Ordinary share capital 22 100,000 100,000
Hevalustion Reserve 17{b) 34,240,647 35,458, 882
Rma—ks&ﬁs transferred 23(e) 262 893 992 262 893 991
Retained Earnings 160,131,160 131,068,830
Total Share Capital and Reserves 457,365,790 429,521,703
Non-Current Liabilities
Noan-Current accounts payable 23{c) 174,152 715 174,152,715
Deferred Income 24{1-1v) 76240 117 39,931,128
Total Non-Current Liabilities 250,392,892 214,083,843
Current Liabilities
Trade and other pavables 23 751,029,340 765.012,180
Income Tax payable 13 (b) 8,587 857 .
Total Corrent Liabilities 739,617,197 765,012,180
TOTAL EQUITY AND LIABILITIES 1,467,375,888 1,408,617,726

The Financial Statements on pages 1 to 30 were approved by the Board of Directors during a

meeting held on 9% September 202 Land signed on its behalf by «

GLADYS A. NDEDA

JAMES N. GACHATHI
Chairman Managing Director
@H}.LJ.J.....mn et 2910

i

ISAAC M. MAKORI
Finance Manager M/ No. 6774

Dated 3‘3{ A.20m

<,

T
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Maknro Water and Sanitation Services Company Timited
Annual Reports and Financial Statements :

i For the vear ended 0™ June, 2021

XV. STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30™ JUNE
2021

At July 1, 2019 100,000 | 298,352,875 358,061,860
Total com Ensive

income - a 71,459,844 71,459,844

At June 30, 2020 100,000 | 298352875 | 131,068,829 | 429,524.704 ,
At July 1, 2020 100,000 | 298,352,875 | 131,068,829 429,524,704
Amortisation on revaluation | 17(b) . (1,218,234) - (1,218,234)

Total comprehensive 0

income ] MM

At June 30, 2021 100,000 | 297,134,641 | 160,131,159 | 457,365,800
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g

H 2021
XVL STATEMENT OF CASH FLOWS FOR THE YEAR ENDED JUNE 202 v

_ S— - .. " -.-.1-:I: -1'--_I : mjg W |
CASH GENERATED FROM OPE *
LA a0 71,459,844 |
Profit/loss after income tax 29 0623 bbad
Adjustments for:
Amortizalion of intangible asset 16 14,901,947 4
| Amortization of land and buildings 17 3,611,483 3,494,98
Changes in working capital
Decrease in Inventorics 18 7,408,892 (13,639,221)
Decrease in Receivables and Prepayments 19(x) 116,378,860 (92,952,851)
Decrease in Payable and acerued expenscs 25 (13,982,839) 81,180,466
Income Tax payable 13 (h) B,587,857 -
Net cash generated from/(used in) operating
activities 200,823,734 73,326,298
CASH FLOWS FROM INVESTING ACTIVITIES —
Purchase of property, plant and equipment 15 (69,773,878) {42,668,712)
Purchase of sram property, plant and equipment 15 (55,230,913) -
Purchase of ERP Sofiware 16 (14,460,266 {30,287,193)
land and buildings - Paving and Landscaping of
office block 17 - (13.790,510)
Maturity of Fixed bank deposit 20 160,000,000 160,000,000
Investment in Fixed bank deposit 20 {lﬁﬂ,ﬂﬂﬂ,ﬂﬂﬂ] {160,000,0(4)
Investment in Call deposit 20 (50,000,000) -
Net cash generated from/(used in) investing
activities (189.465.017) (86,746,415)
CASH FLOWS FROM FINANCING ACTIVITINS ]
Grants from WSTF 24(i) 10,255 400 3,366,139
| Grants from Vitens 24(ii1) 45,428 403 -]
Grants from UNICEF 24(iv) 0,802,510 -
Net cash generated from/(used in) financing ==
activities 65,486,313 3,366,139 |
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 76,845,030 (10,053,978)
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 21 136,701,544 146,755,522
CASH AND CASH EQUIVALENTS AT END
OF THE YEAR 2] 213,546,574 136,701,544 |
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For the yenr ended 3™ June, 202}

XVIL. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL FOR THE

YEAR ENDED 30™ JUNE 2021
e ,
Ry . = L ,"_ —'-J-!.-_.‘ 1
REVENUE _ _
| Water and | 780 (184 844 181,630,966 046,590,719 937.878.717 (8,712,002} |
Sewerage ' {0.92)
charges
Other income 21,084,844 | 65,251,808 81,651,808 78,065,500 | (3,586,308) [ 1439
i 810169688 | 126,882,774 | 1,028,242.527 | 1L015944,217 | (12,298310) | (7.38)
,;;mt u:fl_ne s ’“ = e T T ey, PACET
Sompensat 576774 | 3500000 | 294776774 |  269,104.096 | 25,672,678 The coder
Compensation | 291,276.77 bt
T due failure to
kicking off of
CBA
& negotialions
after the current
one expired in
November
2020.
Board 12,000,000 - 12,000,000 11,475,415 124 585 1 04
Expenses
Personnel 5,000,000 11,000,000 16,000.000 15,281,949 718,051
; :nd 4 449
performance
mcentive
" Personne! 8,421,779 4,000,000 12,421,779 12,104,430 317,349
medical and 255
occupational
| health
Personnel 1,R6E 420 4,000,000 5868420 1,397,153 4,471,267 The under
subscription utilizanon was
and traimng due o failure to
76.19 attend external
7| traimng due
Cownd -19
pandemic
resirnetions.
“Bulk witer AGO00M0 | 26500000 | 62,500,000 54,632,211 7,867,789 The under
purchase utilization was
due to
12,58 | NARUWARCO
suppling less
bulk water than
budpeted.
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— nderspen iy, -
| Chemicals | | 1 on chetmicy|s 5
| | was due (o [ey, .
| | amount of water |
6,028,908 1,200,981 16.61 | abstracted from
7,430,000 (200,111) 7,229,889 | river sources
| which requires
alotof
F J cleaning. |
| Eleciricity 180,000,000 | 51,000,000 | 231,000000 | 228,517,992 2,482,008 ! 1.07 | L
Depreciation ) i ) 53,368,634 | (53,368.634) ' (100) / :
CRVWWDA | | |
Lcase foes 39,468,545 - 39,468 545 39 468,545 ] 0.00 J i
 Water Fittings | | The vote was |
' underspent due |
to consumption |
5,890,185 3,000,000 8,890,185 9,604,558 (714,373) | (8.04) | of materials that |
( were in stock at |
the start of the |
L year. _||
Professional 1
| Fops 6,007,800 | 4,000,000 10,007,600 11,697,640 | (1,689,840) | (16.89) J
" Abstraction ' The under I
a_nd pormil utilization was
Fees ] doe 1o
' breakdown of |
4500000 | 1500000 | 6000000 5456470 543,530 | 906 | Several pump
sets at the
boreholes
leading to less
extraction than
| . budgcted for _|
Mator The vote was
| Vehicles underspent
repairs and since some
| mainlenanice motor vehicle
and cveles were
4,513,694 1,932,282 6,445,976 9 s i
2.2 5,980,240 465,735 7.23 lod due
| slowdown of
business as a
result of Covid
e i -19 pandemic,
}Jﬂ.{ujﬂf& 000000 f 650,000 | 3,650,000 3,642,186 1814 021
Printing and " 5 _
staliogary 2,807,62 | 2,807,625 2,883,824 (76,199) |  (2.71)
Telephone 2,807,625 3,000,000 5,807,625 5,191,448 616,177 1061
Security L _l63ssoo0] - i63e4000] 16,180,000 | 204,000 | 125]
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Nakuru Water and Sanitation Services Company Limited

Hi Postage | R
The under
' | expenditure was
due to the new
3,200 000 4 - innavation of
| (2,450,000) 750,000 680,726 9,274 gending bills
| through mobile
| phones and
internet.
] Fuel and | — T ke ander —
1 Lubricants | expenditure was
due to
1 | grounding of
1 | soime vehicles
1 6530880 | 6000000 | 12,830,880 7035437 | 4892443 | 383 i}‘“b:;“f'mg:g;‘c
| 1 to Covid 19
| and efficient
| management of
l | fuel
- ! | consumption.
Rent [ The utilization
was due failure
. to let an extra
840,000 < 840,000 600,000 240,000 | 2857 | office for
expansive
Eastern Zone as
' was planned, |
iz 86516 | 4Tgioges| 119407481 | 120086586 | (67909 | (OO0
Expenses - - 94340,582 | (94,340.582) {100} |
Total The over
ﬂIPEIHﬁtllI'E | ﬂpﬂndlﬂl‘l'ﬂ iﬂ
due to
700,843,843 | 165.243,136 | 875,086,979 976,062,030 | (100875,052) | (1159 | g0 ciation
[ which is a book
. entry.
Surplus for
the period 100325845 | 61,630,639 153,155,548 19,482,187 48,676,742 57,90
Lbﬂfurc taxes -
' E‘:,f,’:;m | 12,000,000 ! wo00000 | 10819857 [ 1as0ne3 | 983
__ f::l::; ::r 100,325,845 | 49,639,639 | 141,155,548 '. 29,062,330 49,856,885 63.66

The variances between actual and budget has been explained on each budget
Vote.
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XVIILNOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Nakuru Water and Sanitation Services Company Ltd (NAWASSCO) is a Privatc Cumpang]r
Limited by Shares under the Companies Act 2015, The Company was registered on 8
September 2003 and it is fully owned the County Government of Nakuru. Pursuant to the
provisions of the Water Act 2016, the Company is an agent of Central Rift Valley Water
Works Development Agency (CRVWWDA) / County Government of Nakuru and it is
mandated with the provision of water and sanitation services in the area under the
Jjunsdiction of Nakuru town cast and Naluru town west sub-counties and its environs.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

(i) Statement of compliance

The financial statements have been prepared on a historical cost basis except for the
measurement at re -valued amounts of certain items of property, plant and equipment,
ma;kctable secunties and fmancial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements is in conformity with International Financial
Reporting Standards (IFRS) that allows the use of estimates and assumptions. It also requires
ma;?a_gemenr fo exercise judgement in the process of applying the company's accounting
policies.

(ii) Basis of preparation

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 Public Finance
Management Act 2012, Companies Act 2015, State Corporations Act and Interpational
Financial Reporting Standards (IFRS).

(iii) Separate Financial Statements

The Company, and its subsidiary Company, NAWASSCOAL Company Ltd
prepared separate financial statements.

The Company is wholly owned (100%) by the County Government of Nakuru and it wholly
owns (100%) shareholding in the subsidiary Company, NAWASSCOAL.

In the preparation of the financial statements, the Directors of NAWASSCO were of the
opimen that the two companies should prepare separate financial statements because of the
following reasons: -

a. NAWASSCO is a wholly owned company of the County Government of Nakuru
meaning the County Government has a direct 100% interest in the subsidiary Company,
NAWASSCOAL.

h. The nature of business for the two companies is different. NAWASSCO is a water and
sanitation services provider with a cost recovery objective whercas NAWASSCOAL is
a manufacturing and trading Company with a profit making objective.

¢. NAWASSCOAL Company's initial assets were funded by grants from donors.
However, NAWASSCO has advanced it with a loan of Kshs13, 477,375.

ccounting policies adopted have been consistently applied to all the years presented. an ;-;;\
A
/=, o'
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL

FINANCIAL REPORTING STANDARDS (IFRS)

i) Relevant new standards and amendments to published standards effective for the
year ended 30" June 2021

i. New and amended standards and interpretations in issue effective in the year

ended 30 June 2021.
'IAE 39—Fina;1c:ialu IAS 39."Pirimncial Instruments: The amendments are | The company has

Instruments:

Recognition and

Measurement

Recognition and Measurement™ outlines
the requirements for the recognition and
measurement of financial assets, financial
liabilities. and some contracts to buy or
sell non-financial items. Financial
instruments are initially recognized when
an entity becomes a party to the
contractual provisions of the instrument
and are classified into various categories
depending upon the type of instrument,
which then determines the subsequent
measurcment of the instrument (typically
amortized cost or fair value). Special rules
apply to embedded derivatives and
hedging instruments.

effective for annual
periods beginning on
or after January 1,
2020. Earlier
application is
permitted.

evaluated it debtors
and has written off
K. Shs 94.3 mullion
which 1s not
correctable.

The fixed deposits
are carried at actual
amount Hxed as its
not expected to
impair before it
matures in June
2021

IFES 4- Insurance

IFRS 4 "Insurance Contracts" applies,

The amnendments are

The company 15 not

Contracts with limited exceptions, to all insurance effective for annual affected by this
(Superseded) confracts (including remsurance contracts) | periods beginning on | IFRE.

that an entity issues and to reinsurance or after January 1,

contracts that it holds. In light of the 2020. Earlier

IASB's comprehensive project on application is

insurance contracts, the standard provides | permitted.

a temporary exemption from the The company is not

requirements of some other [FRSs, affected by this IFRS.

including the requirement to consider IAS

& "Accounting Policies, Changes in

Accounting Estimates and Errors” when

selecting accounting policies for insurance

contracts.
[FRS 7- Financial | IFRS 7 "Financial Instraments; The amendments are | The company has
Instrument Disclosures” requires disclosure of effective for annual | fixed deposits and
Disclosures in fum.ation about the significance of periods beginning on | debtors which has

financial instruments to an entity, and the | or after January 1, been disclosed in

nature and extent of risks arising from 2020. Earlier notes note 22
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3 L W R
those financial instruments, both in 3?1’11?&‘1“” 8
qualitative and quantitative terms. permitted.
Specific disclosures are required in
relation to transferred financial assets and
a number of other matters, .
|IFRS 16- Leases | IFRS 16 specifies how to recognize, The amendments are The‘cm:npan}f has 4
measure, present and disclosc leases. The | effective for annual no significant ,
standard provides a single lessee periods beginning on | leases 'hﬂ_t T
accounting model, requiring the or after January 1, the adoption of this
recognition of assets and liabilities for all | 2020, Earlier IFRS.
leases, unless the lease term is 12 months | application is
or less or the underlying asset has a low permitted.
value. Lessor accounting however remains
largely unchanged from IAS 17 and the
distinction between operating and finance
leases is retained.

The Directors have assessed the applicable standards and amendments. Based on their
assessment of impact of application of the above, and has addressed them under the status
columrn,

ii) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2021

LAS 1 — Presentation of | JAS 1 "Presentation of Financial Statements" | The amendments are
Financial Statements sets out the overall requirements for financial effective for annual periods
statements, including how they should be beginning on or after January
structured, the minimum requirements for their 1, 2023, Earlier application is
content and overriding concepts such as going | permitted.
concern, the acerual basis of accoun ting and the
current/non-current  distinction. The standard
requires a complete set of financial statements
to comprise a statement of financial position, a
statement  of profit or loss and other
comprehensive income, a statement of changes
in equity und a statement of cash flows.
[TAS 12— Income Taxes IAS 12, "Income Taxes" implements a so- Earlier application 18
called 'comprehensive balance sheet method' of pemmitied. The amendments
accounting for income taxes which recognizes | are effective for annual
both the current tax consequences  of | reporting  periods beginning
transactions and events and the future tax | on or after January 1, 2003,
consequences_of the futwre recovery or | Barly adoption is peps

10 \
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th' k Description Effective Date

seltlement of the carrying amount of an entity's |
assets and liabilities. Differences hetween the
carrying amount and tax base of assets and
liahilities, and carried forward tax losses and
credits, are recognized, with limited exceptions,
as deferred tax liabilities or deferred tax assets,
with the latter also being subject to a 'probable
profits’ test,

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 financial statemenis

iii) Early adoption of standards

The company did not early — adopt any new or amended standards in the financial year ended
30 June 2021,

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

a) Revenue recognition

Revenue is recognized to the extent that it is probable that future economic benefits will flow
to company and the revenue can be reliably measured. Revenue is recognized 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
critena have been met for each of the NAWASSCO s activities as described below: -

Revenue from water and sewerage charges represents amounts actually billed to
customers for water consumption and sewerage.

i) Grants from National and County Governments are recognized in the year in which
the NAWASSCO actually receives such grants. Recurrent grants are recognized in the
stutement of comprehensive income. Development/capital grants are recognized in the
statement of financial position and realized in the statement of comprehensive income
over the useful life of the assels that has been acquired using such funds.

ii) Finance income comprises interest receivable from bank deposits and investment in

secunties, and s recognized in profit or loss on a time proportion basis using the
effective interest rate method.

Iii) Other Income is recognized as it accrues.

b) Property, plant and equipment

All eategories of property, plant and equipment are initially recorded at cost less aceumulated
depreciation und impairment losses,

Sl 1iin categories of property, plant and equipment are subsequently carried at re-valued
cing their fair value al the ated

11 | \

ite of re-valuation less any subsequent accumulat?/‘ui
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ounls is desired,

o _— t at re-valued am _
depreciation and impairment losses. Where re-measuremen carmied out by

jodic valuations
all items in an asset category are re-valued through periodic va
independent external valuers.

: i other
Increases in the carrying amounts of assets arising from re-valuation are ';Ia::;idu;?uf'the
comprehensive income. Decreases that offset previous increases in the uT Edt e s
same assel are charged against the revaluation reserve account; all other
charged to profit or loss in the income statement.

Gaing and losses on disposal of ilems of property, plant aﬂd equipment are ‘!ﬂm‘”"j Nhi
comparnng the proceeds from the disposal with the net carrying amount of the items, an
recognized in profit or loss in the income statement,

¢) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated, Capital work in progress
relates mainly to the costs of ongoing incomplete works on buildings and other civil works
and installations,

Motor vehicles and equipment are stated at historical cost less depreciation.
Subsequent costs are included in the asset’'s camying amount or recognized as a separate asset,
as appropriate, only when it is probable that future cconomic benefits associated with the item
will flow to the company and the cost of the item can be measured reliably,

All other repairs and maintenance ure charged to the profit and loss account during the
financial period in which they are incurred.

Depreciation is calculated using the straight line method to write down the cost of assets to
their residual valucs over their cstimated useful lives, as follows: -

Leaschald Land and Ba s Wer the
Pumps and Motors 3 yeurs

ii. | Motor Vchicles and Cycles 4 years
iii. | Fumiture, Fittings and Office Equipment 8 years
. | Computers 3 years

V. | Watcr Meters 7 vears
vi, | Prepaid Water Meter 3 years

vii, | Office Block 50 years
vili, | Software 3 years
| ix, | Electric fence § years

X. | Network extensions 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate; at each
balance sheet date Motor vehicles and cquipment are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognized for the amount by which the asset's CarTving amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
b costs 1o sell and value in use, For the purposes. of assessing impairment, assets: are

12 i\
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grouped at the lowest levels fi i
ok or which there are separately identifiable cash flows (cash -

Gains and | ' i
thoir oamat r?ss; on :ti; sposal of motor vehicles and equipment are determined by reference to
g emounts and are taken into account in determining operating profit.

d) Intangible assets

Intangible assels comprise purchased computer software licenses, which are capitalized on
the ba:fals of costs incurred to acquire and bring to use the specific software. These costs are
amc!ntzed over the estimated useful life of the intangible assets from the year that they are
available for use, usually over three years.

€) Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of computer
software of three years.

All computer software is reviewed annually for impairment. Where the carrying amount of
an intangible asset is assessed as greater than its estimated recoverable amount, an
impairment Toss is recognized so that the asset 18 written down immediately 1o ils estimated
recoverable amount.

f) Finance and operating leases

Leases which confer substantially all the risks and rewards of ownership to the entity 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 the asset is subsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognized in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.
Payments made under operating leases are recognized in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognized as an integral part of the
total lease expense over the term of the lease.

g) Fixed Deposit investments

Fixed interest investments refer to invesmment funds placed under Commercial banks for
long-term or short term with the intention of eamning interest income upon the maturity.
Fixed interest accounted through profit or loss.

h) Inventories

Inventories are stated at the lower of cost and net realizable value. The cost of inventories
comprises purchase price, import dutics, transportation and handing charges, and 1s
determined on the moving average price method.

i) Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any
uncollectible amounts, These are assessed for impairment on a continuing basis. An estimate
ia made of doubtfu) receivables based on a review of all outstanding amounts at the year end.
debts are written off after all efforts at recovery have been exhausted.

13
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i) Taxation
Current income tax N t period are measured at the amount
Current income tax assets and liabilities for the P P The tax rates and tax [aws
expected to be recovered from or paid to the taxation authul‘ltlcs-b tantively cnacted, at the
used to compute the amount are those that are enacted or subs ble income. Current
reporting date in the area where the Entity operates and gﬂ“?‘atﬁ tax_a Ej — a:ss —_—
income tax relating to items recognized directly in net assets 18 recOgniz

not in the statement of financial performance.

Current income tax assets and liabilitics for the current period are measured at the amaut.l:.
expected to be recovered from or paid to the taxation authorities. The ’Fax rates and tax laws
used to compute the amount are those that are enacted or suhstantwely.enacted, at the
reporing date in the area where the Enfity operates and generates taxable income. Current
income tax relating to items recognized directly in net assets is recognized in net assets and
management periodically evaluates positions taken in the tax returns with respect to

situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax

bases of asscts and liabilities and their carrying amounts for financial reporting purposes at
the reporting date.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in

the year when the asset is realized or the hability 1s seitled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date,

k) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an oniginal maturity of three months or less, 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
al the end of the reporting period. For the purposes of these financial statements, cash and
cash equivalents also include short term cash imprests and advances to authorized public

officers and/or institutions which were not surrendered or accounted for at the end of the
financial year,

I} Borrowings

Interest bearing loans and overdrafty are initially recorded at fuir value being received, net of
issue costs associated with (he borrowing. Subsequently, these are measured at amortized
cost using the effective interest rate method. Amortized cost is caleulated by taking into
Account any issue cost and any discount or premium on settlement. Finance charges,
including premiums payable of settlement or redemiption are accounted for on accrual basis
and are added to the carrying amount of the instrument to the extent that they are not settled

the period in which they arise. Loan interest aceruing during the construction of a project
Ml 2] a5 part of the cost of the pr{}j.;;_;_‘ LE A%

14
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m) Trade and other payables

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

n) Retirement benefit obligations

The Company operates a defined pension scheme for all full-time employees. The scheme is
administered by Lap trust where employees contribute 12% of their gross pay a_nd the
Company contributes 15% of same. The company has no legal or constructive obligations to
pay further contributions if the fund does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and prior periods.

The assets of all schemes are held in separate trustee administered funds, which are funded
by contributions from both the company and employees. The company and all its employees
also contribute to the National Social Security Fund, which is & defined contribution scheme.
The company's contributions to the defined contribution schemes are charged to the profit

and loss account in the year to which they relate.

o) Provision for staff leave pay
annual leave are recognized as they accrue at the employees. A

Employces” entitlements to .
d liability for annual Jeave at the reporting date.

provision is made for the estimate

p) Budget information
The original budget for financial year 2020/21 was approved by the Board of Dircctor and
was subsequently submitted to the County Government on 29™ May 2020

The Company’s budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts i the financial
statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. 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 budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences
in the formats and classification schemes adopted for the presentation of the financial

statements and the approved budget,
A statement to reconcile the aclual amounts on a comparable basis included in the statement

of comparison of budgel and actual amounts and the actuals as per the statement of financial
performance has been presented under section of comparison of budget and actual amounts.

q) Subsequent events

There have been no events subsequent fo the financial year end with a sigmificant impact on
the financial statements for the year ended June 30, 2021.

15
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5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the Company’s financial statements in conformity with I'Fr'tfzjqumms
management to make judgments, estimates and assumptions that affeqt the repo it amour;lts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabi ttu:ls,_ e
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that requirc a material adjustment to the carrying y— of the
asset or liability affected in future periods. In the current financial year, no adjustments were
done.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a maierial adjustment to the carrying
amounts of assets and liabilities within the next financial vear, are described below. The
company based its assumptions and estimates on parameters available when the financial
stotements were prepared. However, existing circumstances and assumptions about future
de “lopments may change due to market changes or circumstances arising beyond the
control of the Entity. Such changes are reflected in the assumptions when they occur.

b) Comparative figures

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

¢) Useful lives and residual values

The useful lives and residual values of assets arc assesscd using the following indicators to
inform potential future use and value from disposal;
i. The condition of the asset based on the assessment of experis employed by the Entity
ii. The nature of the asset, its susceptibility and adaptability to changes in technology
and processes
iil. The nature of the processes in which the asset is deploved
iv. Availability of funding to replace the assets
v. Changes in the market in relation to the asset

d) Provisions

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is material,

6. SALES/TURNOVER

Water charges 619,793,988 741,710,906
Sewerage charges 316,084,729 245 166,333
Total 937,878,717 987.077,230

her sales that relate o customer’s water and sewer connections have been included in the
d sewer charges after adopting the Enterprise Resource Planning (ERP). Th%ii,\h
S ¥ - *
+ Q'
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Company accounted for 31.0 % (31.1 % 2019/20)) of the water produced. The 31.0 % loss 1s
due to technical and commercial losses.

7. COST OF SALES

TR T =T .-':.-'-'.
Bulk water purch 54,632,211 57,476,684
Electricity
Total 289.179.111 306,242,035
8. REVENUE GRANTS

Chemicals from JICA 2,757,300 :
 Chemical grants from WSTF 2,237371

Community health and hygiene support from 4.413.720 =
UNICEF

Operations & Maintenance (O & M) support 50,004,878 "
| grant from WSTF

Total 59,413.269 -

9. FINANCE INCOME

Interest on fixed deposit

,862,032

12,705,616

TOTAL

16,862,032

12,705,616

The interest on fixed and call deposits has been separated from the other incomes.

10. OTHER INCOME

House rent 269,800 287,050
Laboratory services £87.329 407,950
[nterest on Savings - 2,141

Fmpty chemical container sale 500] -
Payroll Recoveries 16,200 25,583
Insurance compensation 142,500}

Interest on NAWASSCOAL Loan 673,869 571,364
Total 1,790,198 1,294,088

11 (a). ADMINISTRATION COSTS

a5 (note 8c)
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Directors’ expenses 1187541 1:;3’;292 |
rectors’ expens 855,
Transportation, travelling and subi:.istlenca 1?;3;?:3 4;!]5163?&
Staff training expenses and subscriptions et 8.818.003
. : 12,104,430 ___.eEﬁ
el melics sndeepaiond heslth 5&‘5%&%?5 319,643,143

e

of the year was:

The average number of employees at the end

Salaries and allowances of permanent employees 237,883,383 243,952,885
Wages of temporary employces 7.171.158 6,809,045
Compulsory national social security schemes 467,800 491,600
Other pension contributions 7

Total

Permanent emplovees — Management

IR 40
Permanent emplovees — Unionsable 138 147
Contract employecs 12 27
Total 188 214

12. (2)OPERATING AND MAINTENANCE EXPENSES

Depreciation and Amortization

53,368,634 27,278.060
CRVWWDA debt repayment 39.468,545 78,488,546
Water Fittings 9.604 558 10,515,559
Professional Fees 11,697 640 10,799.397
Stationery and photocopyi ng 2,883,824 3.290,211
Eent expenses 600,000 692616
Abstraction and permit fee 5,456,470 5,479,854
Motor Vehicles repairs and maintenance 5,980,240 5,078.435
Insurance 3,642,186, 2,653319
Telephone 5,191 448 3,871,476
Security 16,180,000 16,081 970
Postage 680,726 1,880,682
Fuel and Lubricants 7,938,437 17.510314
Other operating expenses 120,086,586 190.111.4
Total 282,779,204 303,731,921

The CRVWWDA lease fees amo

18

unt of Kshs.39, 468 544 80 rela

tes to servicing of a
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(b) BAD DEBTS WRITTEN OFF

Y

TN OIS e | '-I-.‘i- £y " !
Bad debts written off 40,582

94,3

The bad debts were written of due to deaths of customers and other instances the customer
had no accessed to water.

13(a) INCOME TAX EXPENSE

[l i ! ::_ .'i ]
4,918,117 -
5.901,740 -

Current taxation based on the adjusted profit for the year at 25%
Current taxation based on the adjusted profit for the year at 30%
Current tax: prier year under/(over) provision

Current year deferred tax charge

Prior vear under-provision for deferred tax 3
Total 10,819,857 =

Reconciliation of tax expense/ (credit) to the expected tax based on accounting profit

39,882,187

71,459,845

Profit before taxation

Add: Expense not deductible for tax purposes 54,699 418 27,394,060

Less: Expenses deductible for tax purposes (42,421,269) | (73.422.714)

Adjusted loss for tax purposes 52,160,336 25431191

Tax loses B/F 12.815,402) [3812462593 )

Total profit C/F 39344934 | (12,815402)
13(b) INCOME TAX PAYABLE

Income tax payable 10,819,857 -
Tax Paid (Withholding tax on interest) (2,232,000) -
Tax payable 8,587,857 -

14. OPERATING PROFIT/ (LOSS)

The operating profit/(loss) is arrived at after

charging/ (crediting):

Staff costs (note 8b) 269,104,096 281,182,991
ation of property, plant and equipment 34,855,204 23,783,076
ization of land and building - N0 3611483 73494934t

19
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s
g = 14,901,947 i
_ Amortization of Intangible Assets _ 39,020,201
S et
: ’ gjszu‘gm s LA
Directors’ expenses - :::; 2355415 1,691,002

- 3 1]
Auditors’ remungration _M——————‘g—z-i-ﬁE—

15. PROPERTY, PLANT AND EQUIPMENT

T W s, T 7

COST OR VALUATION

f{f 21;11-' L 95,037,170 | 87,098461 | 75396860 18,889,671 20816523 20,788,497 [ $.719,159 [ 323,946,341
2l

Additions 14924917 | 7894950 | 7633422 29816.000| 9,353,080 150,900 69,773,878
Additions -] 85230913 : = = | 55230913
grants

W . - 5. 719,159 - - (5.719,159) -
ﬁl.:mau, 109.962,087 | 150,224,333 | 88949441 48,705,671| 30,170,203 | 20,939,397 = 448,951,132
DEPRECIATION

i':; ::1}' 1, (67,175.995) | (51,858,445) | (51,204,221) | (13,803,226) | (15,796,240) | (11,586,352) - | {221,424,478) |
Charge for (9.041313) | (L394,810) [ (8,345091)[ (9.036,700) | (5,623.689) | (1.413,601) : _i
the year (34,855.204) |
Charge for - | (28,558 396) - -1 (615,369) - N
grants (29,177,265) |
_;;;Imau. (76,217.308) | (81,811,651) | (69,549312) | (22,839.926) | (21,419,929) | (13.618,822) - | (285.456,947)
; |
NET BOOK VALUE ‘
;z.rim 30, 33744780 | 68,412,681 | 19400,129| 25865745 8,750,274 | 7,320,875 | 163,494,185 |

COST OR VALUATION
At Tuly 1, BOADB.7ES [ 83,640,386 | 68153357 12538871 [ 13438583 20366814 | 2710828 281277539
20119 s —
Additions 14,628,381 3458075 | 7,443,503 6,330,800 | 7377939 421683 | 5719,159 | 45,379,540
s = : = : (2,710,828) | (2,710,828)
Disposals : : : - 5 - ) —
| AtJune3d0, | 95037170 | 87,098,461 | 75596860 | 18,889,671 | 20,816,523 | 20,788,497 | 5,719,150| 323946341

DEPRECIATION

{33,456,154) | (51,824,68 Wi"*ﬁ fpgg}_i_ﬁiﬁ;}l EEERE
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e

At July 35,520,789 5,233,596
Additons 14,460,226 30,287,193
1sposals : 5
At June 30™ 2021 49,981,015 35,520,789
AMORTISATION -
At July (5,232,540) (5,232,540
(harge for the year (14,501,947) =
Disposals o
Impairment loss = o
At June 30 2021
NET BOOK VALUE 29,846,528 30,288,249

The old software is fully amortized and the company has replaced all softwares with a new

ERP.

17. (3) LAND AND BUILDING

COST
At July 1% 2020 50,000,000 94,891,520 144,891,520
Additions = - :
Disposals 3 : =
At June 30% 2021 50,000,000 94,891,520 144,891,520
AMORTISATION
At July 1% 2020 (11,872,335) (14,369,001) | (26,241,336)
Charge for the year (448,433) (3,163,051) (3,611,483)
Charge on revaluation 1218 - (1.218.234) |
At June 30 2021 (13,539,002) (17.532,051) (31,071,053)
NET BOOK VALUE

t June 30 2021 36,460,998 77,359,469 113,820,467

02020 38,127,665 | 80,522,519 i.lggss’m@'—'f:
A
21 A\

L ]? e —————
(harge for (1,656,771) | (691,615)| (9.379.534)| (1,730,100) | (2.777,026) [ (1,348,030) - (23,783,076)
| Emrgcfor - | (17.710,676) 5 1 (518.869) | (18.392.545)
= - | (221,424 478)
AtJume 30, | (67,175,995) | (51,858,445) | (61,204,221} | (13,803,226) (15,796,240) | (11,586,351) J 1
2020
"NET BOOK YALUE .
"y 1.863
t June 30, 17,861,176 | 36,222,615| 14,392,640 S09644d| 5020283 | 9.202,145 | S7I%IS 102,521.86
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Nakurw Water and Sanitution Services Company Limite
Annnal Reports and Financial Statements
For the year ended 30™ June, 2021

The company land, Nakuru Municipality Block 4/27 along government road was on 25th
August 2011 re-valued to Kshs. 50,000,000 by professional valuers Messrs Hectare &
Associates of P.O Box 4170 -20100 Nakuru, The resultant incremental value of Kshs
37.922,895 was incorporated in the Financial Statements. The Buildings relates to the
Company lead office block and central Zone office along Govemment Road Nakuru
Municipality Block 4/27,

17(b} REVALUATION RESERVE

e e——— LT e

-:_-_l!ily |'._-T__.-_'L:f -y T

36,640,845

Revaluation of land and officc block 35485382 _

Amortisation on revaluation (1.218234) 63

Total 34,240,647 35.458.882
18. INVENTORIES

Technical stocks and stalionery ;l,gzg,g 16

| Total 29,333,308

These relates to water chemicals, water fittings, and office stationery.
19(a) TRADE AND OTHER RECEIVABLES

Trade receivables 760,911,266 789,688,516
Bad debts written off (94,340 5820 N
Net trade receivables 666,570,684 789,688,516
Other Receivables

Deposits and prepayvments 11,313,327 11,225,327
VAT recoverable 15,093,230 15,093,230
Staff receivables 28,334 -
Staff Debtor-A Turgut, M Muchai, G. Nyaata & B. 3,219,256 .
Muibu

NAWASSCOAL Loan 13,477,375 13477375
Cash collection by Posta 182,641 207,584
Advance payment on purchase of pump set 772,424 -
Accrued Interest on NAWASSCOAL Loan 1,195,748 521,879 |
Accrued interest on fixed Deposit 2,790,699 808,667
Total trade and other receivables 714,643,719 831,022,578

an 1o NAWASSCOAL relates to an amounts. which was loaned to the idi

021,945 on 3 November 2018 and Kshs $.885.430 op 3 SEPN
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Nmmrl_bnr 2019 whose repayment will start on 31* October 2021 and 31% October 2020
respectively. Both loans atiract an interest rate of 5% is chargeable per year.

— - R ke

19(b) STAFF RECEIVABLES

-
i, i
P T e, e, L.

Gross stalT loans a_nd advances

Provision for impairment loss
Less: Amounts due within one vear -
ol

Amounts due after one year =3

20. SHORT TERM DEPOSITS

B e BT L
L R T L G O S -
Fixed deposit 160,000,000 160,000,000
Call deposit 50,000,000 -
Investment in subsidiary (NAWASSCOAL) 100,000 100,000
 Accumulated Investments 210.100,0000 160,100,000

(a) Fixed Deposit

The company on 8 June 2020 invested Kshs160, 000,000 in a fixed deposit at Cooperative

Bank at interest rate of 9.30%.and on 19% August, 2020 it also mvested Kshs 50,000,000 on

call deposit at Cooperative Bank at interest rate of 5.0%, The fixed deposit matured on 8%
«d Kshs160, 000,000 on 15™ June 2021 at Cooperative

June 2021. The company re-invest
bank at interest rate of 9.30% which will mature on 15% June 2022. The company has accrued

interest up to 307 June 2021 of Kshs 2,790,699,

(b) Investment in subsidiary — NAWASSCOAL

Manufacturing of

| NAWASSCOAL
Briquettes

21. BANK AND CASH AND CASH EQUIVALENTS

ash in bank - 213,546,574 136,701,544
Cash at hand :
Total 213,546,574 136,701,544

The bulk of the cash at bank was held at Co-operative Bank of Kenya, the company’s main
bankers.

etailed analysis of the cash and cash equivalents



Nakurn Water and Sanitation Services Company Limited

Annual Reports and Financial Statements
For the vear ended 0% dune, 2021 :
a) Current account 296,657
Co-operative bank (Revenue A/C) 01136087648601 94118?';:: 14.3 ?: il 3|
Co-operative bank (Expenditurc A/C) | 01136087648600 | 58,917, 116.257.340
| Co-operative bank (Savings A/C) 01100087648600 | 37,646,837 ~53 : .33[!
Co-operative bank (Water Worx A/C) | 01136087648611 470,679 :
Co-operative bank (NACOSTEC 489,356 oA
A/C) 01136087648612 .
Co-operative bank (WSTF CLSG 11,338,233
AIC) O1136087648613
| Co-operative bank (KeNHA Pipeline | 01136087648614 (123)
re-location A/C) -
Co-operative bank (Performance 01246087648600 7,396,378 =
Guarantee  A/C)
. Family bank - revenue collection 018000046253 2,056,338 2,513,236
| Mpesa receivable from Safaricom 138,112 156,855
| Equity bank - revenue colloetion 0310261237839 905678 2223268
Grand total 213,546,574 136,701,544
22. ORDINARY SHARE CAPITALS
b
Authorised:
5,000 ordinary shares of Kshs 20 par value each 100,000 100,000
Issued and fully pajd:
5,000 ordinary shares of Kshs 20 par value cach 100,000 100,000

23. RELATED PARTY DISCLOSURES

(a) County Government of Nakuru

The County Government of Nakuru is the

principal sharcholder of the company, holding

100% of the company’s equity interest. The company was previously owned by the defunct
Municipal Council of Nakuru and currently owned by the County Government of Nakuru.
(b) NAWASSCOAL Company Ltd

The Company was registered as a subsidiary in 20% September, 2018 and it is wholly owned
(100%) by NAWASSCO

Other related parties include: -

1. Key Management
2. Board of Directors

Transactions with related parties

i) Transactions with related parties
of goods /services to County Government of Nakury
s /services to NAWASCOAL

19,501,043
161,099 |
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Nukuiru Water and Sanitation Serviees ¢ ampany Limited

Annwnl Reports and Financin! Stalemenis

For the year ended 30™ June, 2071

Total R 19,662,142 | 32,535,401
ii) Key management compensation
Salaries and other short term employment benefits 4477932 | 37.550.551
Total 34,477,932 37,550,551
iii) Directors’ Expenses
Directors sitting allowance 9,520,000 5,028,488
Directors travel and general expenscs 1,412,551 752,429
Chairman honorarium
Total 1 ],375.,415 61719,49['

iv) Outstanding balances arising from sale and parchase of

eoods/services
Non-current receivables from defunct Munici Council of
Nakouru e o 215,703,436 215,703,436
Currently County Government of Nakuru 39,806,567 46,273,188

NAWASSCOAL and Water bills

269,148,477 275.453,999

Total

¢} Assets and Liabilities Transferred

In accordance with the provisions of the Water Act 2002, Nakuru Water and Sanitation
Services Company Limited assumed responsibility of providing water and sanitation services
in the jurisdiction of the defunct Nakuru Municipal Council with effect from 1™ June 2004,
To facilitate this service provision, certain operational asscts and lishilities were assigned by
{he Director of Water —Ministry of Water Resources Management and Development. The
operational assets included customer accounts amounting to Kshs443,091,806 whilc the
operational liabilities included amounts due to National Water Corporation Kshs168,490,370,
KPLC Kshs45,108,015 and employees’ statutory deductions Kshs.11, 707,446 all amounting
to Kshs225, 305,830 were assigned to the company for the time being subject to resolution
with the Treasury - Ministry of Finance. Overall the net operational assets amounting 1o
Kshs217, 785,976 were included as a reserve in the Financial Statements.

The company on 16% June 2011 wrote to the Rift Valley Water Services (RVWSB)
requesting them to negotiate on its behalf with the Ministry of Water and irrigation, Minmistry
of Finance and National Water Conservation and Pipeline Corporation to write off the
liability of Kshs168, 490,370.

Further the company on 23" June 2011 and 17% may 2016 wrote to Kenya Power requesting
them to provide us details on how the Kshs45, 108, 015 was seftled because the current bills

were up lo dale.

On 26™ July 2011 Kenya Power responded that according to their records there was no
amount owing and thal it was not possible to provide the details of who settled the bills. In
view of the Kenya Power response, the Board of Directors resolved that the amount be
jtten off against a reserve of assets Transferred to the Company at inception. After the

and payment of staff employees’ deduction (Pension to LAPTRUST) Kshsf‘/i'i s
A
f
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Nukurn Waler and Sanitation Services Company Limited
Annmal Reports and Fineneial Statements
For the year ended 30™ June, 2021

0" June 2019
145,100 the Non -current accounts payable reduced to Kshs 1?;3ﬂ:921~ 100 as at 3 e
while the reserve of assets transferred increased to Kshs.262, 893,591

Long term liability moyement
Ha]:iinu] Water Cirpﬂraii:m 168,490,370 163,492,3?3
NSSF 5,562,345 5,562,345

Share Capital in NAWASSCOAL 100,000
TOTAL 174,152,715 174,152,715

The total authorized number of ordinary shares is 100 with a par value of Kshs 1,000 per
share are owned by NAWASSCO, All issued shares are not paid for,

24. DEFERRED INCOME

The deferred income relates to grants from several donors as follows; -
(i) Grant Project funded by WSTF

rahs s

WSTE-Rhonda Project 1,140,960 (2,499,248) | 3.640,208
WSTF-Kaptembwa Project 1074344 | (2,365,760) | 3.440,104
WSTF-London Manyani 2810846 | (2,181,488) | 4,992,334
WSTF-Free area’Kiratina 2,605,269 | (2628615) | 5233.88%4
WSTF Project Mzee Wanyama 2497476 | | 2,652,396) | 5,149,872
WSTF Project Prepaid Meters 210916 |  [639.844) | 850,760
Githima, Bondeni & Misonge WSTF 2,283832 (839,513) | 3.123.345
Project

Baruti WSTF Projcet 2,392,805 | [1,154,790) | 3.547.592 |
Pre-paid water Meters & Maji Soko kiosks 1711629 | (1,766,423)| 3.478,052
Grant from WSTF ~QSOF projects 10,255,400 = W
Total Funds 26983477 | (1 6,728,077) | 33,456,154

(ii) Grant Prepaid Meters by SUWASA

Cost ' 11,137.09 11,137,096

Accumulated Amortization (11,137,076) (11,137,076)

Totals funds 20 20 |
(iii)Grants by Vitens Evides

Cost as at [* July 2020 7,678,166 4,312,027
itions- Materials and lubour for projects | 45,428,404 | 1,366,130

. Neal?
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cmpany Limited

Accumulated Amortization {4.297 555) | (4,297.555)
Amortization charge for the year (9.869.817) |
18,939,198 3,380,611
(iv)Grants by County Government of Nakuru
. NN ek A ) | b TG oot ipidas? AYE
Wk, < 111 M = O < 7 : N R 0
Cost 4,950,950 4,950,950
Accumulated Depreciation (1,856.607) (1,237,738)
Charge for the year (618.869) (618,869) |
Totals funds 2,475,474 3,094,343
(v) Grants by UNICEF
AT
Cost 2,802,510 -
Amortization charge for the year (1,960,502} a
Totals funds 7,842,008 =

25. TRADE AND OTHER PAYABLES

.'-'[1

Trade payables 617,051 432 635,795,277
Accrued expenses - 382,500
Other payables 307908 Dasidd0
Grand total 751,029,340 765,012,180

Trade payables relate to suppliers’ outstanding balances and Lease fees to CRVWWDAL

26. CONTINGENT LIABILITIES

The company had 23 court cases relating to customer’s disconnection disputes. The Company
does not expect material awards by the courts from cases.

In the opinion of the directors, no provision is required in these financial statements as the
company had no contingent liabilities in respect of bank, guarantees and other matters arising
in the course of business -

27, FINANCIAL RISK MANAGEMENT

The entity’s activities expose it 1o a variety of financial risks including credit and liquidity
risks and cffects of changes in foreign currency. The company's overall risk management
program focuses on unpredictability of changes in the business environment and seeks to
minimize the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.

27

ny’s financial risk management objectives and policies are detailed below: - m
£ o\




Nakurn Water and Sanltation Services Company Limited
vinnal Reporis and Financinl Siatements
For the yenr ended 30" June, 2021

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk anses from cash and cash equivalents, and
deposits with banks, as well as trade and other receivables and available-for-sale financial
investments.

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

by the company’s management based on prior experience and their assessment of the
current economic environment,

The carrying amount of financial assets recorded in the financial statements
representing the entity’s maximum exposure lo credit risk without taking account of
the value of any collateral obtained is made up as follows: -

At 30" June 2021

Receivables from exchange -
transactions 714,643,719 | 201,910,474 512,733,245

Bank balances 213,546,574 | 213,546.574 - -
Total 928,190,293 | 415,457,048 | 512,733,245 =)
At 30" June 2020

Receivables from exchange m
transactions 831,022,578 | 198 858,264 632,164 314

Bank balances 136,701,544 | 1367 - =
Total 967,724,122 | 335562808 632,164,314 =

The company has significant concentration of credit risk on amounts due from the County
Government of Nakuru.

The Board of Directors sets the company’s credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.

i) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity’s directors, who
have built an appropriate liguidity risk management framework for the management of the
entity’s short, medium and long-term funding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash
flows.

The table below represents cash flows payable by the company under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due
Lhin 12 months equal their carrying balances, as. the impact of discounting is mot

28
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i Serviees Company Limited

Less than 1 | Between 1 & Over 5 Total
month 3 Months Months |
o - (Kshs) (Kshs) (Kshs) | (Kshs)
At 30™ June 2021 -1
Trade payables 23,911,453 27,260,535 |  566,779.444 | 617,951,432
Customer Deposits 598,112 1,794,336 | 91,521,099 [ 93,913,547
Unclaimed Mpesa
receipts : 1,053,464 1,053,464
Employee bencfit |
obligation 5,212,000 z 6,710,182 11,022,183
Pipeline relocation
funds & uncredited
customers 1,692,025 705,823 2,397,848
WaterWorx Projects.
Withholding taxes and
re':nlﬁngmﬁagnd ° = s 2,495,863 2,359,355
Customer pre-payments LO7L576 43.1 18.216,784
Total 750,243,807
At 30° June 2020 B
Trade pavables 54,687,048 31684615 | 549,423,614 | 635795277
Customer Deposits 586,393 1,500,000 84,649 809 86,736,202
Accrued audit fees 382,500 - Z 382,300
Unclaimed M
recni;lt:‘ o = < 1,029,928 1,029,928
Emplovee benefit
obligation 4,013,500 : 5 4,013,500
Customer pre-payments 6,927,341 8.659.176 19,050,188 34,636,705
WaterWorx Projects
and revolving fund = =] 2.418.067 2,418,068
Total 765,012,180
(iii)Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will affect the entity’s income or the value of its
holding of financial instruments, The objective of market risk management is fo manage and
control marker risk exposures within accepiable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management

Commitiee.

The company’s Finance Department is responsible for the development of detailed risk

25

management policies (subject to review and approval by Audit and Risk Management

ommittee) and for the day to day implementation of those policies. There has been no
the entity’s exposure to market risks or the manner in which it manages and g ;‘i}\
: i v 0
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iv) Interest rate risk

Interest rate risk is the risk that the entity’s financial : :
. rom bank

result of changes in interest rate levels. The cumPﬂFF'S interest. rate ;Zk m?j;{ ol Bl

deposits. This exposes the company to cash flow interest rate nigk. 1he in ‘

: :
exposure arises mainly from interest rate movements on the company s deposits.

condition may be adversely affected as a

Management of interest rate risk
To manage the interest rate risk, management has endeavored to bank with institutions that

offer favorable interest rates.
(iy Capital Risk Management

The objective of the company’s capital risk management is 1o safeguard the Board’s

ability to continue as a going concern, The entity capital structure comprises of the

following funds; -

Revaluation reserve 34,240,647 35,458,882 |

Retained earnings ' 269,234,793 131,068,829 |

Capital reserve 340216768 (02,925.119

Total funds 643,692,208 469,452,830
28. INCOPORATION

Nakuru Water and Sanitation Services Company Limited is incorporated in Kenya under
the Kenyan Companies Act 2015 and is domiciled in Kenya.

29. EVENTS AFTER THE REPORTING PERIOD

Nakuru Water and Sanitation Services Company Limited did not have material adjusting
and non- adjusting cvents after the reporting period.

30. CURRENCY
The financial statements are presented in Kenya Shillings {Kshs).
31. CAPITAL COMMITMENTS

The company did not have any capital commitments outstanding as all projects / capital
works undertaken were completed during the vear and capitalized.

30
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APPENDICES

APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR

RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management

comments that were provided to the auditer. We
various issues as shown below with the associated time fram

1ssucs to be resolved,

o
=

-

1. REPORT ON THE FINANCIAL STATEMENTS

have nominated

focal persons to resolve the
e within which we expect the

Basis for Qualified (ypinion

Mot resolved

30™ June, 2022

1, Undisclosed | The statements
Loan from of profit or loss
African and other
Development | comprehensive
Bank (ATDB) | income reflects
operating  and
mamiEnance
costs of Kshs
303,731,921
(2019  -Kshs.
205,719.736) as
disclosed under
Note 8(d) to the
financial
stalements.
Included is the
ADB Loan
repayment
amount of
Kshs.
39,468,540 as
disclosed at the
foomote to pobe
8(d). As
previously
reported,
although
Company
procured  the
amount of
Kshs.
094,706,658
from  African
Development
Buk (ADB)
through  Rift
Valley Water
Works
evelopment

the

According to the Water Act 2002, the
development of water and ranilation
{nfrastructure was the work of Water
Service Boards who appointed agenis
to operate and maintain the assels
while the ownership remained with the
Service Boards Further, the Act was
reviewed in 2016, however as at 30"
Jupe, 2020 this Act was nor fully
operationalised through a regulation
hence asvets acguired by [ obligations
by CRFWWDA then RVWSE had not
been transfered to the Company for
proper  accounting.  The  then
Transitional Authority alse did not
remedy this situation for the Couniy
Government, Water Companies and
Water Service Boards.

In brief, the former Riff Valley Water
Services Board (RVWSE) now Central
Rifi Valley Water Works Development
Agency (CRVWWDA) being the owner
of the water aspets i the year 2004-
2000 pbtained @ loanm jrom  the
Government  of Kenya for ithe
construction of the Olbanita Project
ard other reloted works, Afier the
completion of the project RVWFSE
handed over the project to the
compapy for  operations  and
mafntenance It refained  the
cwnership of the assets

According 1o the loan documenis
provided by Rift Valley Waier Services
Board (RYWSE), the Government of
Kenya acting through fts Minisiry of
Finance in the year 2005 signed a

foan _agreement with RVWSB for

fraac
Muakori
Finance

Manager

31
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Time frame. —
Reference No, Focal Point Status: (Put .:fm'::-;.
5 person (o (Resolved / 2
on the resolve the Not Yo expect the
‘mm m b eomimenis ‘ = o M ey ixsrie e by

_ dusignarion)

(RWWDA) and
combines o
service i, the
outstanding
loan balance is
not reporied on
the tinancial
Halcments ag
required by the
standards. This
15 also m breach
of seotion
628(3) of the
Companies Act
Nu17 of 2013
which requires
company
ACCOUnting
rocords o
contain day to
day enmtries of
all amounts of
money received

and spenl.
Comsequently,

the ACOUTacY
and fair
statement of the
nll ADB loan
position as at 30
June, 2020
could npot  be
confirmed.

financing profects to improve waler
supply amd sanftalion services The
loan was from African Developmens
Bank {(4DB) to the Government far
on-lending to the RVWSE. (Appendix
v}

The RVWSB was required to use the
money for projects in ity service area
being served by Nakuru Warter and
Sanitation  Services Company L
(NAWASSCO), Nawarha Water and
Sanitation Services Ltd (NAIVA HASS)
and  Nakuru Rural Water and
Sanitation Conparny Lrd
(NARUWASCO). The Principal loan
amount was Kehs. | 36782301600 ar
an interest rate of 2.5% p.a over 4
femor of 30 vears Enc!ud’r‘ng a grace
period  of 5 years which affer
completion of the various projects in
cach Company s area of Jurisdficiion
was shared proportionately according
fo the projects wundertaken, The
portion  for  NAWASSCO  was
Kshs. 994, 706,658 which we dre
servicing through RVWSE at Kyhs. 39
468 544.80 p.a,

The NAWASSCO works which Were
done wusing fthis Joan included
augmentation of bulk warer supply
from Olabanita wellfield development
of Qlabanita wellfield & sdditional
borehales at Kabatini and Baharini
wellfeids, exrenziong and
improvements lo water and saniiation
Retwork and rehabilitation of bulk
transmission mainy from Meroroni,
Kabatini & Baharini, invtallation of
btk megers constant fTow valves and
anciliary works.  Other areas where
the money war wsed include capacity
building, equipment, tools. consumer

MEfers,  consultancy  and  public
awirenesy.

&t s dmportant 1o note that the
awnership of the project including the
land on which the water Jacifities are
SHing on i3 with the RVIVSE. We are
enly uiing the assets o generate the
revenues amd remit part of the same to
RVWSB/CRVIWWDA for Aoan
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postion reflects
reserve  &SSels
transferred
balance of
Kshs. 262 8939
91 gnd &S
disclosed under
Note 18(c) 1w
the financial
statcments.
However, the
balance 1z oot
supporied by
way of detailed
analyss of
Cluslomer
accoumnis, This
5 contrary o
Section 99(3) of
the Public
Finance
Management
(County
Governmenis)
Regulations,
2015
requires  every
eniry n the
sccounts to be
supporied by a
voucher or
dicument
containing  full
deails,  clear
pamrations  and
particelars of
the 1ems 1o

thal

lich it relates,

velates to whal was recorded in the
deed of ransfer agregment during the
formation of the Company in the year
2004 which comprised of Kshsd43,
091,806.00 as assets transferred and
Kshs180 19781500 as labilines
transferred resuflting o @ net grse
reserve of Kshs262, 893991 Thir
therefore means that the amouni of
Kohs262 B93.99) is mot assess but the
difference between the transferred
customer aeconnt balances {avse) and
the Tiabiities.

The assets transferred of Kvhsdd3,
U905 G600 comprived of  various
customer  balances  (assets)  wiile
liahilisies trangferred related to Kshs
168490370 o Natiomal Warer
Conservarion and Pipeline
Corporation and Kshy 11,070,446 in
respect of employees” comiribution fo
LAP rust and NSSF. Attached plewse
find a copy the deed of transfer
agreement. (Appendix V)

The company wsing the new ERFP
system is going fo reduce the receives

against the wncollectable debts that
were inherited fiom the former
Munictpal Council of Nakuru, We
therafore request you remove thix ilem
as o basts of qualification xince it will
be cleared  before end of year
20202621,

Focal Point Time frame:
gﬂ / person to {(Pus a date w;:q
-ﬁm'lm' ? iﬂ‘_"__ | Management comments i issue 1o be
: i |\ designation) |
repevment If we vecord the loan and
the project in our books it would
result to dowuble accounting since the
same 15 already recorded in the books
i RUWSH/CRVHH A4
We have corectly disclosed the
contingent lability ay a wmole as
rveguired in pur financial statements as
payable to RVIFSE wnder Note & (di)
and herce {f should not be o basls for
gualification.
1. Doubitful As previously | The amount of Kshs262, 593,991.00 Tsagc Makori - | Not resolved 0% June, 2022
Reserve reported,  the | as reported in the financial statemenis | Finance
Assets stalement  of | ax Net- dssets Transferred from the | Manager
Transferred | Gnancial Defimet Municipal Cowncil of Nakuru
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Consequently,

the
and
statement of
TESErvE  assels
ransferred

balance of
Kshs 262.803.9
91 as a 30
June, 2020
could not  be
established.

BeCUrACy
fair

Development
Agency

The staternent
of finencial
position reflects
rrade and other
payables
balance of
Kshs765,012,18
(L(2019-Kshs.
683.831,716)
and as disclosed
mder Mo |7
to the fAnancial
slaternenis.

Included in the
balance 5 irade
payables
balence of Kshs
635,793 277
which includes
Kshs.
446,976,985;
{2019 - Kshs,
410,356,723)
owed 1o Rift
Valley Water
Works
Development
Agency
Account
administrative
fees  payable
that his accrued
since the vear
2003 due 10
instryctions not
o pay issued by
the County
Government  of
Nakuru. This is
i breach of the

on
of

(Put a dute wi,.

@/ Instractions  from  County
Government of Nakuru not to pay
mmmmfmmmm

ft is true that the Company sopped
remiitance of the administrative fres
to Rift Valley Wawer Services Board
(R¥YWSB) due o the instructions
which the Company received from the
County Government of Nakuwru vide
letter reference NCGSINWS/VOL 199
dated Ind April, 2015

The letter from Cowty Governmeni
was written lo RVWSH and copied fo
uS with Mstrictions net lo pay wntil
Jurther motice. The lefier was tubled
before the Board of Directors which
har @ represeniation of the Coungy
Government of Nokuru for adoption
and the way forward. It was resoived
that since it was the shareholder whe
gave the instructions, the company did
not have much 1o do except to wait for
Sfurther instructions which we have ot
Fecefved to date.

This issue will be discussed during
next amnual general mesting afier
which we shall give the amount a
proper  classification  stace in the
current year we gre nor accrng the
same  av the  Water  Works
Developmens  Apencies  are heing
financed by the National Treasury
under the Water Act 2016 which is
new partially fully operationalized

bl.  Oustanding  Balance
CRVWWDA Kshy 275,796,820

fa

We have reconciled our records with

Dsaae Mukori -
Eirapoe
Manager

Not resoced | 30" fune, 2022
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Focal Point Statils: Time frame:
Issue / person to. fﬂﬂﬁ‘ii} " (Put @ dats when
Observations | Management comments S oy & the Not yritexpsetite
from Auditor issue (Name Reblved) ixsue fo e
' and : rexolved)
— - ﬁw

service those of CRVIFWDA  and  the
Provision awistending  amoumt s Kshs
Agresment. 278 708820, The overstated amotnt
Further, records | of Ashsl7), 180,765 arose due to
maimtained &t | miscommunication on  the  full
the Agency | operasionalization of the Water Aet,
reflects 2006 This  amound  has  been
recervables reclessified and allocated 10 the
from the | CRVWIDA —4fD8 loan repayment,
Company  of
Kl After  the  reclossification,  the
275,786,820 outstanding bolance for CRVFWDA
resulting o an | Administration fees moves from Kshs
overstatemeant d46,976 085 o Kshy 273 706,820
of Kshy | while that of CRVWHDA —ADF Joan
171,180,165, repaymenl  moves  from  Kehs
No explanation | [0J 983207 to Kshs 273,163,372,
has been
rendered  nor
steps being
takem by the
COmpany e
resolve the
mnter.
From the
foregoing, the
accuracy  amd
fair statement of
rrade and other
payables
balance of
Kshs.
765,012,180 as
at 30 June, 2020
could oot be
confirmed.

ther Matier

1. Budget The stalement | @ Shortfall on mecting the Budgeted | lsaac  Mokori- | Not resolved | 30" June, 2022

Control and | of companson reverie Rshs §,080.877.628 Finance
Performance | of budget and Manager
actual amoums | The compary did net achieve the
reflects an | budgered revenue due 1o the effect af
approved Covid 19 Pandemlc which made our
revenue budget | cusiomer busimesses and schools to
af Kshs | close down which are owr mafor
1,080,817,628, | comsumers  as  well  av  under
The actual | production of water as the company
income for the | produced 12100233 M instead of
year amounted | the budgeted valumes of
o Kshs, | 1386000007 due lo power outages
1,076,943 | and pumps breakdowns.




Nukurs Witor and Sunitation Sevviees Company Limited

Atinaal B et andd Finaneial Sinlements
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on the

Reference No,
external audit

- s

Mﬂ_ = - P oY

remling o an
overal) i
shorifall of
Kshs
TIA12438 o
%  of the
budget
Managemem
has moit
provided
satisfactory
explanations for
the rovenne
shortfall  tha
may have
impacted
oepatively  on
service delivery
1o the residents
of Nakura
oW In
addinen, out of
the acral
revVEenue aof
Kshsl 001,074,
943, acmal
expenditure was
Kshs020 017 00
8 resulting 1o an
under
shsorption  of
Kshs

71,159,845
or T

b Expenditure of Kehs 929,94 7,098
againgt revenue of Kshs
PR R

We have noted that the under
absorplion feurpiies) wag
Kihs?1 459,844 or 7 % The surplus of
EshsT1 159844 wmy  wilised o
dequire assels (the ERP (Kshy3thm),
other assets (Kaksed Sm) disring the
year and therefore there iv no under
absorption of the actual revenues
during the year,

(Resalved /

'ﬁﬂ'[t _ﬁ‘.lll-lt'! iz
{Pur a.die wiyy, |
Pouexpect ihe

dssue to e

1. REPORT ON THE EFFECTINESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND GOVERNANCE

Basis of Conclusion

1.Nan-

Revenue
Waler

Available
records indicatle
that the
Company
produced
12,100,233
cubic  melers
(MY} of water,
of which oniy
8322188 M
re billed 10

The company is very keen on reducing
NRW 10 the sector bench mark levels
of 25% and a It of effort has been put
into this resuliing to a rveduction of
NRW level from previous year of 12%
te 3% in the financial vear under
review,

Some of the imterventions planned o
be undertaken within the current
financial year o lower the NRW.

Margaret
Klnyanjui
Technical
Manager

Not resolved

30 e, 2022




AT LR L\ iler anil Samilation Serviees AN I lmiibed

G EL HI.'I|.|I.- s and Favgng il Sttemenis
Fur the vear eoded 30 Jyge, 202

Issue | (Resalved ]
CUSlnmers Jirtler icde;
leaving ot the | Replacament of ysighaitt nehecrk
balance of | Mawangn, Fastmore, Natewa and 5t
3778050 M| Mery's in Eastern Zone which hove
unbilled recorded the highest feved af NRIV.
TEpTCSenling = Establichwens of 10 mew TMds
1% of the | wethin she Central Zome
production  as | Refocorion of 3500 meters fo the
Ton-Revenue mearesi maing in Southern Zone
Water (NRW). |* Awtomsrtion of worer preduciion sifes
The NRW | by mstalfing more efficient neters
excesded the set |* Pifeting on swiart mrefering meler
thweshold  of | reading
5% as I Imvtdiarion of more efficient prepavd
approved by the | warer ATMS at water Kinsks
Warer Services |+ fnsiflation of devel semsors  dm
fat storge fmks

E:ijdw + Roplacement of 3000 old amd faulty
(WASREE) aeders
guidelines No |+ Unicatie: of GIS in  NRW
cxplanations mHagemer
have becn
rendered for the
high NEW and
measures being
il in place W
resohve the loss
o FEVEDUE,

Signed By:

=3 _,_,d--f""’
_-j .
JAMES N. GACHATHI GLADYS ACHIENG' NDEDA
MANAGING DIRECTOR CHAIRMAN OF THE BOARD

2\
™
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APPENDIX 11: PROJECTS IMPLEMENTED BY THE COMPANY .

Increasing Vitens Evides | September | 25,185,174
sustainable International- | 2019-
Access o Water WaterWorx October
in Low-Income 2021
Areas through
improved and
pre-paid Water
kiosk
Non-Revenue Vitens Bvides | J uly 2020- 6.457.951 | Yes Yes
Water International- | December
reduction WaterWarx 2020
Measures Water
Worx project
Increasing Vitens Evides | September | 34,427,240 | Yes Yes
- Sustainable International- | 2020 —
Acoess to Water WaterWorx June 2021
& Sanitation
through
Combined
Technologies
(Eastern &
Southern Zones)
[NICEF Water UNICEF 5 13,846,230 | Yes Yes
Prpeline water December
Jiosks and 20- May
Yard taps and 2021
commumily
health and
hygene
meion
States of Projects completion

Installation of

tanks on
cjevaled

16,323 878

16,323,878
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1 plniﬂrms.

Laving and
testing of 3kms
dedicated pipe
networks,
Installation of
pre-paid
meters,
anftware and
kiosks
refurbishments.

[ ]

Non-Revenue
Water
reduction
Measures
Water Worx
project

6.457,951

6,457,951

100%

6,457,951

6,457,951

Vitens
Evides
International

tad

Increasing

Sustainable

| Access to
Water &
Sanitation
through
Combined
Technologies
{Eastern &
Southern

| Zones)

28,274,530

28,274,530

100%

34,427,240

28,274,530

Vitens
Evides
International

UNICEF
Water Pipeline

,water Kiosks
and Yard taps

13,846,230

13,846,230

100%

13,846,230

13,846,230

UNICEF
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APPENDIX III: INTER-ENTITY TRANSFERS

The company did not receive any transfers from state departments during the year under
review.

APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT
ENTITIES

The company did not have transfer from other Government entities during the year under
review,

wAS g ;
40 m




