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KEY ENTITY INFORMATION
(a) Background information

Nakuru Water and Sanitation Services Company Lid (NAWASSCO) is a Private Company Limited by
S‘hnms under the Companies Act 2015, The Company was registered on g% September 2003 and it 15
t:llly owned the County Government of Nakuru. Pursuant to the provisions of the Watcr Act 20186, the
Company is an agent of Rift Valley Water Services Board (RVWSB) / County Government of Nakuru
and it is mandated with the provision of water and sanitation services in the area under the junsdiction
of Nakuru town east and Nakuru town west sub-counties and its environs.

Vision

“To be the Leading Water Utility in Kenya™
Mission

“To provide Quality, Reliable, Adequate, sustainable water and Sanitation Services to the delight of
our customers”

Core Values

These values form the foundation on which we perform our work and conduct ourselves. The values
underlie our work, how we interact with each other, and the strategies we employ 10 fulfil our
mission. They are the practices We use every day in everything we do and are a constant description
of who we are.

Our core values include the following:

Customer Focus, Professionalism, Integrity, Team Work and Innovation & Creativity
(b) Principal Activities

The mandates of the Company are as follows:

« To ensure that it possesses and retains all the necessary expertise necessary to fulfil the technical,
commercial, financial and administrative functions.

« To provide the services within the Service Provider's Defined Service Area

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

« To obtain all necessary licenses, permits and warranties necessary 10 Garry out its obligations in
accordance with statutes in force

¢ To maintain the assels in good working order and not 1o dispose of any assets without the

authorization of the Licensee.

To come up with proposals for improyement of the assets 50 as 10 enhance service delivery.

1
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(¢) The Water Sector in Kenya

: e B ¢ out functions in the
The Water Act 2016 created different but complimentary institutions to carry o
sector. This includes:

* Ministry of Water and sanitation ~Responsible for policy and direction on water and sanitation

. s?lrﬁétt\ffg?c;h %::fvuiﬂ?lkcguimor)' Board (WASREB) -Responsible for regulation of water and
: ¢ services in the country,

A Eﬁ?ﬁrs;:nnc:velnpmcm :;mciﬂs (WWDAs) — Responsible for t{cvc!uplrwllL maintenance
and management of the national public water works within their areas of junsdicfmn. .

*  Waler Service Providers (WSPs) — Are agents of the WWDAs. NAWASSCO is an agent of the
RVWSB and it is responsible for provision of water and sanitation services in the jurisdiction of
Nakuru Town East and Nakuru Town West sub counties and its environs.

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

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

*  Water Sector Fund- Responsible for the provision of conditional and unconditional grants o
counties in addition to the equalisation fund and to assist in financing the development and
Management of water services in marginalised areas/ underserved areas.

* County Governments- Under the constitution 2010, water and sanitation services is a devolved
function under the County Governments

(d) Shareholding
The Company is fully owned by the County Government of Nakuru and i

shares of Kshs. 20 cach. According to the Company Memorandum and Arli
shares are held in trust are as follows:

[ Shareholding Number of Shares Helg

| The County Government of Nakury 4,996
His Excellency the Governor of County Government of Nakury T vy
The County Exccutive Commitiee Member, Finance & R
Economic Planning, County Government of Nakury
The County Executive Committee Member, Water, BT T T
Environment, Encrgy & Natural Resources, County
Government of Nakury

| The County Secretary, County Government of Nikuru !

TOTAL 5,000

Each person has one voting right and

the County Government s represented by a proxy during
meetings,
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Auditors e ‘
The Company Auditor is the Auditor General, KENAO of P.O BOX 30084 Nairobi as provided for by
the Public Audit Act 2003,

office
NAWASSCO Plaza
Governmeni Road
PO Box 16314-20100
NAKURU

Main bankers
Co-operative Bank of Kenya
Nakuru Branch

P.0). Box 2982-20100
NAKURU

Corporate Contacts

Telephone: +254221269
E-mail;
info@nakuruwater.co.ke
Website.

www nakaruwater.co ke

Principal Advocates
Kipkoech Ogalla & Co.
Advocales

Tamoh Plaza 2™ Floor
P.O Box 17580
NAKURLU

By order of the Board

s% Dated 2| \‘c“n 2018
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BOARD OF DIRECTORS' & MANAGEMENT TEAM
Board of Directors

¥ ' of Directors which is responsible for: _
b Lﬂmpu:}:n Ijl%?:i‘?‘::ri:ntfgan:genmnl of the Iﬁnan. physical, and financial resources of the
Company;,
b) Making policies for the Company,
) Approving Strategies and Development plans for the Company;
d) Any other matters related to the management of the Company,

Members of Board of Directors who held office during the year under review were the following:

NAME PROFILE 0

Eng. Karanja, 63, was appointed on 3 February 2016 to represent
Resident organisations and he is the Chairman of the Board

He was formerly the Branch Chairman of Agricultural Society of
Kenya, Central Rift Branch. He has been invalved in various
Assignments in the county which include; the fabrication and erection
of Nyayo and Afraha Stadiums flood light towers, structural steel

Eng John na.nja

ng.Jof works for Menengai O] Refineries, civil and mechanical works for
Kimani Non-Exeeutive the automation of the Seven Folks Dam in the installation of the
(Chairman)

SCADA systems, and Mmany more private projects such as churches,
go downs, petrol stations canopies and foot bridges. Outside the
country he was involved in the rehabilitation of several tea factories
under Ocir Tea in Rwanda, major expansion of Tanwelt Factory for
Rai Group of Companies in Njombe Tanzania. He was also involved
I 2 major expansion of Kinyara Sugar Factory for Raj Group of
Companies in Northern Uganda,

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

Karanja has business interests in Nakuru Town and

experience in structural engineering and construction
OvVer 35 years,

he has a vast .
spanning for

e

Vi
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: Non-Executive Audit & Governance Commmutice. \I

Director

. ~rd S ——_ -
Mr Mohamed Osman, 46, was appointed on 23" May _lﬂlﬁ_tﬂl
represent the Manufacturing Community. He 1s a member of Jua Kali |
Association (small manufacturers)

g . ey
He is currently pursuing a degree in husmcs,_s management at St Pauls
University and he is a trustee of Jamia Muslim Assmmn?n.

He has wealth of experience in managing businesses in Nakuru town

g;::‘,:nm il Committee membership: Audit & Governance and Finance & Staff

Non-Executive committes.
Director

Eng. Ngeno, 38, was appointed on 9" September, 2017 and he
represents the County Government of Nakuru. He is the County
Executive Committee Member (CECM) in 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 Lid,

Eng. Ngeno sits in other Boards including: Council of Governors on

Eng. Festus K. Ngeno 2 s
g b = & Water, Forestry & Mining -CECMs Caucus. World Vision Kenya
Non-Executive \ e :
Director (WVK), Nakuru Rural Water & Sanitation Services Co. Lud,
Naivasha Water & Sanitation Company Ltd and Imarisha |
Naivasha Management Board,

Aake

Eng. Ngeno is a Water, Sanitation & Environmental Engineer. He has
degree in BSc Water & Environmental Engineering from University
of Nairobi. a Masters degree in MSc. Water & Environmental
Engincering from University of Nairobi and Currently pursuing g
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 eleven (11years) 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, Tanzania and Ethiopia.

Committee membership: Technical & Social and Audité |
Governance Committee

8 Mr Joseph Kiuna, 51, was appointed on 15th November 2017 and he
represents the County Government of Nakuru. He is the County |

vill
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Joseph W. Kiuna
Non-Execuative
Director

Executive Committee Member (CECM) in charge of Finance and
Economic Planning

Mr. Kiuna has worked in the Kenyan Insurance industry for over 22
years and is a Chartered Insurance Practitioner. Among the positions
he has held before include: CEO Britam General Insurance Company,

Group CEO Real Insurance Company Limited; Deputy Munaging |

Director Madison Insurance Company Limited, Division Director
AON  Minet Insurance Brokers and General Manager Chancery
Wright Insurance Brokers Limited.

Committee membership: Audit & Governance commitiee
(Chairman) and Finance & Staff committee.

James N. Gachathi
Managing Director

Mr Gachathi, 49, 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 has a rich experience in Water Sector spanning for over 21 years

ix
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CORPORATE MANAGEMENT TEAM

ement Team T) headed by ‘
The day to day operations of the Company is run by Corporate Management T (M5 =
a Managing Director.

The following are the Corporate Management Team:

NAME PROFILE :
TT Mr Gachathi, 49 years old was appointed on 26™ June 2014 as {:c
Managing Director. Before his appointment, FI:sl‘!r Gachathi was the
Technical Manager having been appointed on 23™ October 2007

Before joining the Company, Mr Gachathi had worked as the Technical
Manager of Nvahururu Water and Sanitation Company,

: He has a Degree in Bachelor of Science in Civil Engineering from
i:t:: P:I.lG;i}(;hmT University of Nairobi and on —going student of MBA (Strategic
' e R Management Option) at Egerton University, Mr Gachathi has a rich

experience in Water Seclor spanning for over 21 years.
Mr Makon, 49, was appointed on |8" May 2009,

I3

Before joining the Company, Mr Makori had worked at Pyrethrum
Board of Kenya. He is expenienced in Financial and Management
Reporting, people Mmanagement, momitoring and evaluation, Taxation
and project Accounting. He has 23 vears of work experience

o . | Mr Makon holds a Bachelor of Commerce (Accounting Option) from
Isaac Mokaya Makori Kenyatia University and an MBA (Finance Option) from Kenya
Fiuance Munager |\ is University. He is CPA (K) and a Member of the ICPAK He
is also a Certified M&E expert. and a member of Kenya Institute of
Management. He served as a member of the Local Committee at Kenya
Revenue Authority, Nakuru for 2 years ]
Mr Gathairu, 49, was appointed on 18" May 2009, =l

Before joining the Company, Mr Gathairu was an accountant with
Kenindia Assurance Co. Ltd for Tyears and Chief Accountant with
BlueShield Insurance Co. Lid for 7 vears. He has a rich experience in
finance and business development spanning for over 23 vears

Mr Gathairu holds a degree in Bachelor of Aris (Business Studies & |
James Muthee Economics) from Kenyatta University and an MBA (Finance Option)
Gathsiy from University of Nairobi. He has CPA (K) and is a Member cr
Commercial ICPAK.
Manager
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Joseph John Githinji
Internal Audit
Manager

Mr

Githinji, 43, was appointed on Ist November 2013
Beﬁ;rre joining the Company, Mr Githinji previously worked with M/s
Kariru & Associates (Certified Public Accountants), Kenya W:’idhl‘é
Service (KWS) (Ag. Manager Internal Audit and Mombasa Water
(Internal Audit Manager).
He ha:j: a rich experience in Accounting spanning for a over 18 years

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

Margaret Wanjiru
Kinyanjui
Technical Manager

—

Ms Wanjir, 34, was appointed on 1” September. 2018

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
Engineering from Egerton University and an MSc in Project Planning
& Management from Jomo Kenyatia University of Agriculture&
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 8 vears

Mrs Anne Chepkorir
Turgut
HR & Admin.

Manager

Mrs Anne C. Turgut, 51, was appointed on st September, 2018,

Before jouing the Company, Anne worked as the County Director
Human Resources, County Government of Bomet, but Seconded to
Bomet Water Company. Prior to that she worked at Central Bank of
Kenya where she served for 22 years in various departments including
Research, Currency Operations and Branch Administration and Human
Resources.

Anne holds a degree in Bachelor of Commerce (HRM Option) from
Kenyatta University and a Masters degree in Organizational Leadership
from Intemational Leadership Umiversity. She also holds a Diploma in
HR, PR, and Banking.

Anne is currently pursuing a PhD in Management and Leadership at
Management University of Africa.

Anne is a certified life coach and Practicing Member of the Institute of
Human Resources Manageinent (IHRM). She has a rich experience in |
Human Resource Management and leadership spanning for over

1 5years I
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CHATRMAN'S STATEMENT

On behalf of the Board of Directors, am pleased to present to A A S o a??m::‘;:z{;ﬁ
and financial statements of the Company for the year ended 30™ June 2018. The strong fou K.i .
that we have laid over time by embracing our vision to be the leading Water Utility in _f’;.‘ d;
supporied by a robust gavernance structure; continue to drive growth in NAWASSCO and providing
momentum for a secure future,

The demand for water and sanitation services in Nakuru continues to increase due to FApEISION of
Nakuru Town and given the limited sources of water, The water demand is at over ?G.ﬂl_][}m per day
against an average supply of 40,000m* per day but National Government is constructing a dam at
Mau Forest (ltare Dam) which will bring an additional 100,000m’ by the year 2021, Water coverage

15 currently at 92% while Sewerage coverage is at 27% for which various development partners have
expressed interest for its network extension.

Operating Environment

During the period under review the Kenyan economy recorded a growth rate of 5.6 % compared to 5
% in 2016/17 financial year due 1o the growth of the economy arising from less political activities and
public acceptance of the bank interest rates capping which had constrained credit expansion leading
fo reduced private sector investment In the water industry, the cost of electricity which is the most

common input remained high due to electricity tariff thus becoming the highest component in the cost
of water production. The cost of chemicals and other inputs was maintained.

Financial Overview

The financial performance during the period remained almost the same as the previous vear as the
company recorded a pre-tax profit of Kshs9.4M compared to a Kshs12.2M during the previous year
The marginal decline in performance was mainly attributed to some increase in revenue realised
compared 1o the previous year as a resull of increased volumes of water produced and increase in cost
of sales arising from increased volumes of bulk water purchased.

The cost of electricity remained the same at Kshs16m per month net of VAT during the two vears.
The cost of personnel went up due to review of salaries for staff and payment of gratuity for contract

employees. Other operating and maintenance costs increased due to maintenance of pumps &motors.
buildings, sewer networks and sewerage treatment plants

Business Development

During the period under review, the company continued to partner with donors in the funding of
various projects,

The Up-scaling Basic Sanitation for the Urban Poor (UBSUP, through Water Sector Fund supported
the Low-income consumers through construction of toilet facilities and Sewerage services (emptying,

Xn
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dumping services and treatment of sludge) The UBSup
of toilets which is expected 1o reach 10,000 people.
In addition the project funded construction/rehabilitation of sanitation
and plot level whereby the household/landlord cover more than 5
emptying of sanitation facilijes and disposing of sludge,

Project targets the construogon of 1000 No.

facilities at both the household
0% of the cost of investmeni,

The construction of the Itare Dam water praject being i
and National Government funded by the Italian G
expected to produce over 100,000 m? of water per da
produce 40,000 m® of water per day against a dem

R_VWSB through the Belgium Government funded replacement of 51KM of AC pipes with HDPE
PIPes in the central zone. This will assist in the reduction of NRW.

The Nakuru County Sanitation Programmc, a European Union co-funded project implemented under
the Company’s Low Income Consumer Section (LICs) in partnership with the Nakuru County

shaped is made from faecal matter and sawdust with molasses as a binder. The Innovative biomass
fuel provides an environmental ly sustainable, hvgienic/clean and potentially affordable source of fuel
targeting both domestic and industrial usage thus contributing to the conservation of the forests. The
product has a high demand as a source of energy in the country. The business will also help to address
the issue of sanitation in the unsewered low income areas of Nakury County by using the faccal

of Kshs30 per a kilo.

Corporate Social Responsibility

The Company is more than a business that has served the community since 2004, The Company’s
Corporate Social Responsibility (CSR), policy sets out the guiding principles by whu:h the
organization is run in order to fulfil its core mission. This policy brings together the ways in which
the Company ensures, at corporate level, that its activities are carried out ethically, sustainably and for
the public benefit.

During the period under review, the Company was involved in & number of initiatiyes which have
benefited the surrounding community. The initiatives are in line with the rigl?t to water ::.!mi.s-'ﬂr'l1'.n|!mr1
as enshrined in Chapter 4 (41 & 43) Kenyan Constitution — The .Lhtl of Rights. Our initiatives are
focused on the environment, good business and ethical labour practices,

X1
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dumping services and treatment of sludge) The UBSUP project targets the construction of 1000 No.

of toilets which is expected to reach 10,000 people.

In addition the project funded construction/rehabilitation of sanitation facilities at both the household
and p!ot level whcrei:y the household/landlord cover more than 50% of the cost of investment
emptying of sanitation facilities and disposing of sludge. |

;h; ?;) i Tlu:m of the Ttare Dam water project being implemented by the Rift Valley Services Board

ational Government funded I;ry the Italian Government is progressing well. The project is
expected to pmducf over 100,000 m’ of water per day compared to the current sources of water which
EPBTI“GE 40,000 m” of water per day against a demand of 70,000 m3 of water per day by the year

R_VW_SB through the Belgium Govemnment funded replacement of 51KM of AC pipes with HDPE
pipes in the central zone. This will assist in the reduction of NRW.

The Nakuru County Sanitation Programme, a European Union co-funded projeet implemented under
the Company’s Low Income Consumer Section (LICs) in partnership with the Nakuru County
Government, Vitens Evides International (VEI) and Egerton University researched and developed a
biomass fuel and fertilizer from faecal matter. The briquette product which is carbonised round
shaped is made from faecal matter and sawdust with molasses as a binder. The innovative biomass
fuel provides an environmentally sustainable, hygienic/clean and potentially affordable source of fuel
targeting both domestic and industrial usage thus contributing to the conservation of the forests. The
product has a high demand as a source of energy in the country. The business will also help to address
the issue of sanitation in the unsewered low income areas of Nakuru County by using the faecal
sludge/matter collected from these areas as a key raw material for the production of briguettes. The
briquette factory is currently being managed by NAWASSCOAL a subsidiary of the company. A fter
the up scaling of the production the factory will produce up to 250 tonnes per month selling at a price

of Kshs30 per a kilo.

Corporate Social Responsibility

The Company is more than a business that has served the community since 2004, The Company's
Corporate Social Responsibility (CSR), policy sets out the guiding principles by which the
organization is run in order to fulfil its core mission. This policy brings together the ways in which
the Company ensures, at corporate level, that its activities are carried out ethically, sustainably and for

the public benefit.

During the period under review, the Company was involved in 8 number of initiatives which have
benefited the surrounding community. The initiatives are in line with the right to water and sanitation
as enshrined in Chapter 4 (41 & 43) Kenyan Constitution — The Bill of Rights. Our initiatives are
focused on the environment, good business and ethical labour practices,

X
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To the cmployees, the Company 15 committed to being 2 g e

LA Joyment in the Country and Nakuru County. As a .ph e wml;]-ng
::I::nfnrf:::::u{:nscﬁpng that all the employees are fully supported .In their wu;i;ﬂ ::: : I:mnv e

- ir interests. The
staff trade unions that represent and protect their interests. | | o . s
benefits schemes (Pension and NSSF) for its staff which will provide earmnys dun;:géhc n: |:: ;I_m
period. In addition the Company has a medical and accident cover for its staff The Company als

carries out employee satisfaction survey after every two years with a vlzeﬂu-r of H“I‘I.pl‘n\'lnii thz
conditions and working environment of its employees and keep in touch with emerging cmp.{:{,q.:
issues. The company also participates in the WASCO games where the staffs have an opportunity 10
participate in various games and interact with staff from other water companics.

To the Local Community the Company has always ensured that the water available is distributed
equitably to all the customers and sewer systems are maintained. The Company is a major stimulus
for economic growth in Nakuru region. Rapid housing development has occurred in Nakuru Town
making it one of the fastest growing Towns. Land values in town have increased as a result of the
services offered by the Company. The Company has also partnered with donors in the area of
sanitation by funding the construction of toilets at public schools and other low income settlement
areas of Nakuru Town to ensure a clean environment. Through the partnership with Water and
Sanitation for the Urban Poor (WSUP), the Company completed expanding sewer network at
Mwariki A estate and currently working on Githima estate sewer line which will greatly improve the
sanitation standards in the area. To serve the community around us which don’t have piped water, the
company has a water tanker donated by the County Government of Nakuru which will be used 10
ferry water at a fee. The Company was also able to assist the Solai Dam Tragedy victims by donating
Kshs 100,000/ through to the Red Cross Society. The company also participated in the Nakuru
Agricultural Society of Kenya show where various products and services were displayed including:
water and sewer services, bniquettes (MakaaDotcom) and bio-fertilisers. Duning the ASK show, the
company attended to customers and answered their queries.

To the Customers who are the pillar of the Company’s existence, great concern is put to ensure their
satisfaction. Annually, the company conducts a customer satisfaction survey to ascertain whether the
efforts put by the Company are felt by the customers and issues raised are addressed promptly. During
the period, the company with the help of a consultant conducted a Customer Satisfaction Survey in
which the company managed to attain a Customer Satisfaction Index of 73%. The noted Kev
improvement was on Communication (o Customers on issues affecting them. The Company annual
open day was held at Standard Chartered Grounds on 20" & 21" June 2018 for all the zones whose
aim was 10 bring services closer to the customers and we were able to display vanous products and
services including; Water, Laboratory Services,  briquettes (Makaa Dotcom) and bio-fetilisers
During this two day activity, the company stalfs were able o interact with customers and deal with
various complaints,

X
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On taking care of persons Living with Disability all stations were fixed with detachable rumps for
case of entry for persons confined 10 wheel chairs. A desk offering special services o persons living
with n.:.h.snhlhl}' was put in place at the head office. In addition one special toilet for persons living with
disability was rehabilitated at the head office.

‘T'im Company 15 committed to service delivery to its customers by creating a customer friendly
environment. The Company does this activity by use of customer voice and choice system which
records all customer complaints and provision of feedback once the complaints are resolved. In
addition the Company also in an effort to improve service delivery to customers holds meetings with
Focus Group Discussions in all Zones Low, Income Areas with Low income Consumer Section with
the aim of improving communication to customers and get teedback on service provision.

To the Environment, the Company which is located within a touching distance of Mau and Aberdare
Forests and the Lake Nakuru National Park recognizes environmental sustainability as the greatest
challenge of the 21st century and commits to ensuring that all its major strategies and operations
consider environmental and ecological aspects and impacts. The Company participates in the
conservation of the environment by planting trees at Aberdare and Mau forests. The Company
ensures that discharge to Lake Nakuru National Park meets the required standards by conducting
regular tests through its laboratory which is ISO 17025 certified. The Company also support
Initiatives that minimize our impact on the environment and help create a sustainable community by
working closely with NEMA and various county departments such as the Environment and Public
Health to enhance and protect the environment around us. In addition the Company has also
developed briquettes (charcoal) called Makaa.com from human waste (faecal matter). Faccal matter
(human waste) is an invaluable resource that can be harnessed for economic, health and
environmental development. The faecal matter briquettes help in the mitigation of climate change
risks brought about by deforestation and using dirty fuels i e. petroleum based products.

The Company continued to partner with donors in the area of sanitation by funding the construction
of toilets in low income settlement areas of Nakuru Town. Under WSF program the company got
funding for construction of 783 toilets were at a cost of Kshs 14,070,000 including the emptving of
sanitation facilities and disposing of sludge at the company waste water treatment plants. Under the
Nakuru County Sanitation Programme (NCSP) the company has been striving to demonstrate and
implement a commercially viable sanitation value chain which is targeted to benefiting residents of
un-sewered Low Income Areas of Nakuru town whereby the major focus of the programme was
increased hygiene awareness campaigns and training support based on assessed needs of target group.
The programme also supported in sanitation marketing and monitoring of toilet construction in
Nakuru West — Mwariki A, Rhonda and Kaptembwo in which total of 3,612 toilets were constructed
at a total cost of Kshs. 33, 329,250, In addition, a School sanitation programme was able to support
construction of sanitation facilities in three public schools within Nakuru town.

Future Outlook

Xy
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For the year cnded Junc 30, H.”_ff't_l sted the im Jementation of its 2013-2018 business plan. The plan
During the year the company completed the . l1 o ed NAWASSCO's growth including the
had detmled vanous investmenmt plans which ensure NAY _Erowi. o

ton of ' 'WSB. The project implementation is in progress and is
completion of ltare Dam Water Project by RVWE e proj g sl
projected to be completed by the year 2021. The review nll' thelnwt.‘ T|g et
2022/23 is in progress and will be launched in the 2018/19 financial year. The | fNJRw el
new strategic plan are: increased water production to meet the demand, n:duclmln1 0 .
sustainability, improved corporate imaged: visibility and improved customer service.

The company enjoys donor confidence due to its leadership and good corporate governance. This 1s

evidenced by the success i implementation of minor projects and partnership with the EU, WSTF,
WSUP, UBSUP and County Government of Nakuru,

Finally the future of NAWASSCO looks bright. The company has positioned itself to produce more
waler to meet the demand and increase sewer network

Appreciation

I would like to appreciate all our stakeholders, more so the County Government of Nakuru and

Development partners for their solid commitment and support during the year ended on 30" June
2018. To our esteemed Customers, thank you for your loyalty and support. Thank you my Board
colleagues, the management and staff for the good work and together we celebrate our achievements
for the year 2017/18. Let us all practice our core values of Customer focus, Professionalism.

Teamwork, Integrity, Innovation and Creativity to the delight of our customers so as to make a
difference in our country

Thank yoy/and May God Bless Yourll

[
‘l

JOHN KARANTA KIMANI
CHAIRMAN, BOARD OF DIRECTORS
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MANAGING DIRECTOR’'S REPORT

;:dr:dpéﬁmﬁ;: P’(ﬁsﬂen'tl'll;]:: ;:T::za]l ﬁcp“"umﬂm Financial Statements of NAWASSCO for the year
V1o, annual report :
demonstrates how far we have come. poct and financial statements for the Company and

rﬂ‘:‘::““‘lgi*;o h;"“ continued to gain momentum over the short period since inception. The company
nchieve:,ncm “r trategic Plan (2013-2018) which is used to improve service delivery and ensure
OF set targets by emphasizing on areas of priority in provision of water and sanitation

i%rrglffg The review of the new strategic plan 2018/19 10 2022/23 is in progress to be launched in the

Financial Overview

The financial performance during the period remained almost the same as the previous year as the
company lremrdad a pre-tax profit of Kshs9.4M compared to a Kshs12 2M during the previous vear.
The marginal declm; in performance was mainly attributed to some increase in revenue realised
compared to the previous year as a result of increased volumes of water produced and increase in cost
of sales arising from increased volumes of bulk water purchased.

The cost of electricity remained the same at Kshs16m per month net of VAT during the two years
The cost of personnel went up due to review of salaries for staff and payment of gratuity for contract
employees. Other operating and maintenance costs increased due to maintenance of pumps &motors,
buildings, sewer networks and sewerage treatment plants,

Service Delivery

During the year under review, as envisaged in one of our core values of customer focus, the company
continued to maintain satisfactory levels in service delivery. The water produced was distributed to
customers equitably through a rationing programme. During the period the average water supply was
Iﬁhrsfdag' compared to 16hrs per day in 2016/17 and the amount of water provided was an average of
33,999m" per day compared to 30,136m" per day in 2016/17. The Non-Revenue Water was 33%
compared to 31% in 2016/17.

Generally there was a remarkable improvement in service delivery and the following activities were

carried out: -
(1) Renewal of water netwark by changing from Asbestos Cement (AC) pipes to high density poly

ethylene (HDPE) pipes in Central Zone including the district master meters and customer
connections,

(11) Maintenance of water distribution network

(11l )Maintenance of sewer network

(iv)Improvement of sanitation at the low income areas

{v) Continued use of customer complaint tracking module

(vi)Continued with upscaling the production of briqueties (charcoal) from faccal matter (human

waste) and saw dust.
(vii) Took the customer services closer 1o the customers by partnering with Mpesa and banks on

revenue collection,

i



o
ror
wal
det

o i i : Limited
Nakuru Water and Sanitation Services Company L4

Annual Reports and Financial Statements
cor the year ended June 30, 2018 _ =
e Co iy 3 d sanitation in the low income areas.

The Company has in place a ss::ci_a COMMEC .
accessibility, affordability, and reliability of clean safe water an

ich secks to micrvenc in the challenges of

Staff Development o2
staff competence in an offort to maintain good

During the period, the company continued to improve
service delivery,

The managers who are members of various professional bodies attended sem r'lua::s.‘ ?vorkgl';ll::s: zilg
symposiums for the purpose of improving their skills, networking am! job satis aL[tin?.l % “ia;bt\'
programs including the training of peer educators on HIV and Enwrunmcnmli I LH.H . " e
activitics were also carricd out by providing PPE’s as guided by the Occupational Health and oa < _1;
Act to employees exposed to various types of hazards. On Industrial Relations a huaith;,r and cordia

relationship was maintained between Kenya County Government IWurkers Lanlun and the
management through continuous consultation and engagement on various 1Ssues aff:ctmg cmp!oycg&.

On Staff Retention, motivation and welfare, the company ensured total compliance with all policies
put in place including the CBA and encouraged employee involvement and participation through staff
meetings across all departments; as a result, risks of high labour turnover rates were mitigated.
Interdenominational Monthly pravers continued to be held on every last Friday of the month
throughout the period with participation from all employees to enhance cohesion and harmony. In

addition an enhanced 24 hour employee insurance cover (WIBA and GPA) was procured for all
emplovees for injuries sustained in occupational/nmon —occupational accidents and an executive
medical cover was procured for all emplovees across the establishment.

On Learning and Development, the employees across all cadres attended various trainings/workshops
for performance and skill enhancement as guided by a comprehensive Learning and Development
plan.

In addition our staff participated in the WASCO games held at Bungoma in which they won various
trophies and had an opportunity to interact with staff from other water companies. All these were
carried out 1o ensure a health, motivated and satisfied workforce who will in turn contribute
immensely to the growth of the company. During the year, WSUP also sponsored capacity building
programmes for staff through trainings and benchmarking visite.

Future Plans

The Company has however faced similar challenges over the years which include limited sources of
water, old infrastructure and low sewer coverage due to low funding, These are being addressed
through other mechanisms that include partnerships with County Government, National Government
and other Development Partners. The construction of the Itare Dam project through the Rift Valley
Services Board and National Government funded by the ltalian Government is in progress and it is
expected to be completed in the year 2021 The project 1s expected to Frc-duce over 100,000 m’ of
water per day in addition to the current water production of 40,000m” of water per day against a
demand of 70,000m" of water per day. '

Xvin



.uru Water and Sanitation Services Company Limited
«nnual Reports and Financial Statements
For the year ended June 30, 2018 _ _ )
water per day in addition to the current water production of 40,000m’ of water per day against a

demand of 70,000m" of water per day.

The company will continge partnering with WSTF, EU/Vitens Evides, WSUP and UBSUB for

funding projects in the low income areas.

Appreciation

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

Thank you and best wishes to you all

5

JAMES N. GACHATHI
M ING D
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of NAWASSCO is responsible for the overall management of 't.ht‘: Cnmpifnzj'
and is committed to ensuring that its business and operations are cunductﬂjil 7‘"“" mtegrﬂ‘!-.,
professionalism, and in compliance with the law, internationally accepted principles and best
practices in corporate governance

In the recent years various recommendations have been made in several legal and professional
publications in an attempt to determine the most appropriate way for companies 10 be structured In‘
achieve the highest standards of corporate governance. The Board is committed 1o full compliance of

all the relevant laws including the Guidelines on Corporate Governance issued by the Regulator,
WASREB

The Corporate Governance of NAWASSCO takes place within a framework which exists to regulate
and/or guide the conduct of Board members, staff, customers and members of public in assessing the
Company’s facilities 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 are;

- The Kenya Constitution

- The Water Act 2016

- The Companies Act, 2015

- The Public Financial Management Act 2012

The Public Financial Management Regulation 2014

The Public Procurement and Assel Disposal Act 2015
- Employment Act 2007

- The NAWASSCO Service Charter
- NAWASSCO approved policies and procedures

For the sake of coherence and legitimacy, it is in the best interest of the Company that its conduct be
regulated by the most appropriate type of governance instrument.

The Board of Directors

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

The Board of Directors are responsible for the following: -
¢ Implementation of Memorandum and Articles of Association
e Provision of guidelines and control function of the Company
s Approval of the orgamsation structure and maimntenance of staff terms and conditions of

service

¢ Approval of business plans and budgets

XX
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* Provision of management guidelines .
= Approval of major contracts/projects
* Approval of taniff adjustmen
*  Prudent investment of funds 10 ensure continuity of se

* Appointment of Corporate Management Team
GT:; Board 15 r&]Glpunsﬂﬂc Fﬂr drawing and implementing strategies for the long term success of the
; pany as “':h a5 carrving out the fiduciary duty of monitoring and overseeing the activities of
anagement. The Board meeis regularly and has a formal schedule of meetings to discuss matters

view ul'dﬂtermining and reviewing the strategies of the Company and
pliance with Statutory and regulatory obligations.

rvice

overseeing the Companies com

Notices and agenda for all Board meetings are circulated to all Directors on a

: ‘ timely basis together
with the respective documents for discussion.

Composition of the Board

The Board is composed of § non-executive Directors including an independent Chairman and one
executive director who is also the Managing Director. The Directors represent various stake holding
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 and operations and also provided with information relating 1o their
legal and regulatory obligations.

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

Board Meetings
The Board meets 6 times in one financial year.
Board Committees

The Board has constituted 3 sub-committees chaired by one director in each, namely Finance and
Staff, Technical and Social, and Audit and Governance. Fach committee meets 4 times in one
financial year.

The Board appoints other committees as and when necessary.



a Wi

aual Re

for the ve
L

Fi
The find!
rcﬂﬁ“l"d

Nakuru Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2018

MANAGEMENT DISCUSSION AND ANALYSIS

. Operational and Financial Performance
*  Service Delivery

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

Target Description
Water Coverage (%)

Target Actual | Commenis |

92 92 The water coverage was maintained because |
during the period under review the company did
not have new sources of water until the year
| 2021 when ltare Dam project is expected to
' provide an additional 70,000M" of water per
day to supplemient the current sources producing
an average of 40,000M” of water per day

Water quality standards (%)

This was achieved due to daily monitoring of |

the quality using our laboratory which is ISO
17025 centified,

This was not achieved due 1o road construction |
£0ing on in town which led 1o damages of the
pipes thus causing water leakages. In addition
water was lost during the replacement of pipe
network  from Asbestos cement (AC) pipes to
High Density Poly Ethylene (HDPE) pipes

This was not achieved due 10 power outages al |
the borehole stations and prolonged drought
which affected the water levels at the rivers and
borehales. In addition the comtracted  bulk
supplier of water supplied an average  of
2700M* against a target 43000

This was achieved due 1o the efforts which

company has put in place to achieve 1005,
metenng ratio,

100 100

Non-Revenue Water (NRW) (%)

30 35

Hours of Supply (Hrs)

Metering ratio (%) 94 %

Collection Efficiency (%)

This was achieved due 1o the fforts which |
company has put in place to achieve 100%:
collection  efficiency. However we have a
challenge in collecting revenue from the County
Government of Nakuru who are 1ol paying their
watter bills and are in arvears of Kshs60m

92 95

XXl
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e Financial Performance

The financial perfnnnmrbce during the period remained the same as the previous year as the company
recorded @ pre-tax profit of Kshs9.4M compared 1o a Kshs122M during the previous year. The

Cost of electricity remained almost the same at Kshs16m per month vet of VAT during the two years
The cost of personnel went up due to

I : review of salaries [or staff and payment of gratuity for contract
employees. Other operating and maintenance costs increased due to maintenance of pumps &motors,
buildings, sewer networks and sewerage treatment plants,

2. Key Projects/ Investments Decisions Implemented or Ongoing
i.  Improvement of Distribution Network at the Central Zone

The company is operating an old water network which is prone to water leakages. The RVWSE
funded by the Belgium Government, replaced 51km of aged AC water pipes with HDPE pipes in the

Central Zone with aim of reducing NRW. The cost of the project has been incorporated in the books
of the asset owner RVWSB.

it.  Itare Dam

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 70,000m® of water per day. As a
mitigating measure, the National Government through RVWSB is constructing the Itare Dam water
project funded by the Halian Government and upon completion in the year 2021 it is expected 1o
produce over 100,000 m’ of water per day out of which 70,000M” per day will get to Nakuru Town.
Upon completion the cost of the project has been incorporated in the books of the asset owner
RVWSB. However, for the last 4 months the works are not going on because of the financial
constraints facing the Contractor.

iii.  Briguette Factory

The Nakuru County Sanitation Programme, a European Union co-funded projects implemented
under the Company’s Low Income Consumer Section (LICs) in partnership with the Nakuru County
Government, Vitens Evides International (VEI) and Egerton University researched and developed a
biomass fuel and fertilizer from faecal matter. The briquette product which is carbonised round
shaped is made from faccal matter and sawdust with molasses as a binder. The innovative biomass
fuel provides an environmentally sustainable, hygienic/clean and potentially affordable source of fuel

XX
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T the conservation of the
targeting both domestic and industrial usage thus contributing o
environment,

3 sh demand in the country. The
According to the studies the product as a source of energy ha-_:, got a high de e
business will also help to address the issue of sanitation In the unsewere

; - ; matenal for
Nakuru County by using the faecal sludge/matter collected from these arcas as a key raw ma
the production of briquettes.

The briquette factory is currently being managed by NAWASSCOAL a subsidiary of the company

After the up scaling of the production, the factory will produce up to 250 tonnes per month selling at
a price of Kshs30 per a kilo.

3. Compliance with Statutory Requirements

The company is compliant with the various statutory requirements including: .
* Salaries Deductions- The salaries and allowances were paid on time and remittances of
statutory deductions to Pension Scheme, KRA, NSSF. NHIF and SACCOs were done before

due dates. As a result the company won a trophy from its Pension Administrator ~CPF for
timely remittance of pension monies in the sector.

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

CORPORATION TAX return was promptly filed with KRA

NEMA reguirements were complied with by obtaining the licences for
plants and regularly monitoring throu
environment meet the standards.
WASRERB levies were remitted.
WARMA water abstraction fee was paid promptly.

NITA industrial training levy was remitted on a monthly basis

our sewer treatment
gh our ISO certified laboratory that the discharges to the

However an amount of Kshs Kshs$, 562.345.00 owed to National Social Security Fund has not been
paid as it relates to the habilities which were inherited from the defunct

Nakuru. We disputed the amount because we were informed that the debt had been settled duri ng the

time of Local Authorities Transfer Fund (LATF) and County Government of Nakuru is currently
assisting the employees who are retiring 1o access their benefits.

Municipal of Council of

4. Major Risks Facing the Organisation

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

i Water Bills Amount Owed by the County Government of Nakuru
The County Government of Nakury currently owes the company several months’ w ater bills
amounting to Kshs60m which they have not settled despite several meetings and reminders. This has
caused a challenge to the company in meeting its financial obligations

XXV
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il. Water Bills Amount Owed by the Defunct Municipal Council of Nakuru (MCN)

I‘{'he former MCN owes the Company Kshs215m which they refused to pay but continued demanding
or services which led the company face a lot of financial difficulties in seftling its debts which had

accumulated. We were informed that the amount owed b >
; y the defunct MCN was handed :
defunct Transitional Authority which is yet to be settled. T

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

The Kenya Revenue Authority stopped refunding VAT refund claims in February, 2015 and currently
owes ﬂ'_le company Ksh9m because of the issues of VAT on sewer and meter rent incomes which
they said are VAT exempt and not water related to qualify for 0% VAT rate. The water companies
i_:hspuu:dlKRAs interpretation of the VAT Act which led to suspension of VAT refunds. In addition
n thie Finance Act 2018 water services income were also moved from 0% VAT rate to exempt
denying the Water Companies VAT refunds which is used to subsidize the expenses thus making
water and sanitation services expensive.

iv.  Un predictable Increase of Kenya Power Monthly bills

90% of the water that the company supply is from borcholes. 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. Our monthly electricity
cost currently varies between Kshs16m to Kshs20m.

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 70,000m’ of water per day. This is being
addressed through other mechanisms that include partnerships with County Government, National
Government and other Development Partners. Through RVWSB and National Government, the
construction of the Itare Dam water project funded by the Italian Government is in progress and it is
expected to be completed in the year 2021.The project is expected to produce over 100,000 m' of
water per day of which 70,000M3 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 as arising from old and dilapidated water
infrastructure. The role of the company is limited to proper management and introduction of
efficiency measures which the RVWSB/County Government is supposed to provide the
infrastructure. The bulk of the water is lost through dilapidated network which was built many years
ago and requires over Kshs 800 million to replace. This is the work of the National Government
through Rift Valley Water Services Board (RVWSB) who is the asset developer. We are only an
agent who 15 provided with the assets to provide walter and sanitation services. Rift Valley Water
Services Board is aware of this issue and its magnitude and have started replacing the old Asbestos

XXV
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gjnt::zt %‘éﬁuws with HDPE pipes in the Central Zone which we hope will reduce the yn.
accounted for Water.

vii.  Destruction of Forests Around Water Sources thus Affecting Water Levels

The Company is located between the Aberdares and Mau forests whose ecosysiem has h'v‘t':;
interfered with by the cutting of the trees and human settlements. If the two forests are not restore
there is a likely hood of affecting the surface and underground water levels in the future.

viil. VAT on Water and Sanitation Services

The changes in the VAT Act, 2013 as contained in the Finance Bill 2018 has made water services

VAT exempt meaning the water companies will no longer claim the input VAT thus making water
SEIVICes more expensive.

ix.  Un Accounted for Water (UFW)

The water sector is faced with the challenge of water losses which is at 60% nationally and 35% at
our company level with the acceptable level being 25%. This contributes to loss of revenues for

water companies thus making water expensive, The water losses occur through technical and
commercial ways. In the technical ways water is lost through leaks and bursts while in the
commercial ways water is lost through illegal connections and meter tampering. The compans
through RVWSB is in the process on renewing its old and dilapidated water network to address the

technical losses and it has also put in place an illegal use detection team and installation of territory
meters to address commercial losses.

5. Material Arrears in Statutory and Other Financial Obligations

1. Rift Valley Water Services Board (RVWSB) Administrative Fees —-Kshs339, 4355.261.40

The outstanding payment to RVYWSE is as a result of the instructions which we received from the
County Government of Makuru in the year 2013 not to pay. The larger portions of this balance relate
to the period when the defunct Municipal of Council of Nakuru (MCN) refused to pay for their water
bills but continued demanding services from the company leading to financial constraints. The MON
balance of Kshs215M sull owes and we hope it will be paid by the Government so that we also pay
RVWSB. In addition the Company 15 in discussion with the County Government with a view of
agreeing on the way forward.

2. African Development Bank (ATDB) Loan Repayment Arrears ~Kshs100, 585,242,580

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

Valley Water Services Board (RVWSH) for the construction of the Ol Banita Well Field. According

1o the documents provided by Rift Valley Water Services Board (RVWSE), the Government of

Kenya acting through its Ministry of Finance In the year 2005 signed a loan agreement with RVWSB
XXV
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for financing projects to improve water supply and s sanTﬁr_mn services. The loan was a“mFﬁiEan
Development Bank (AfDB) to the Government of Kenya for on-lending to the RVWSB

The RVWSB m-!s required to use the money for projects in its service ares being sun;rad by Nakuru
Wal',rt:r and Sanitation Services Company ILtd (NAWASSCO), Naivasha Water and f;anftatmn
Services Lid (NAIVAWASS) and Nakuru Rural Water and Samtation Company Lid
(NARUWASCO). The Principal loan amount was Kshs. |, 367,823,916.00 at an interest rate of 2.5%
P over  tenor of 30 years including a grace period of 5 years which after completion of the various
projects in each Company's area of jurisdiction was shared proportionately according to the projects
undertaken. The portion for NAWASSCO was Kshs.994, 706.658 which we are servicing thr:l}ugh
RVWSB at Kshs.39, 468 544 80 pa

As at 30th June, 2018 the Company had paid at total of Kshs 228M on with an outstanding arrears of
Kshs100, 585,242 80 which was due to financial constraints arising from non cost recovery tarifT
which had expired in June 2016 and the Regulator, WASREB took long to approve the new tariff
until July, 2018, In addition the County Government is nol regularly paying its water bills which have
accumulated to Kshs60m and the defunct Municipal Council of Nakuru which never paid Kshs215 m
thus affecting payments to our suppliers and statutory requirements.

With the new tariff now in place we have staried paying the arrears together with the current months.

3. Former Ministry of Water & Natural Resources- Kshsi 68, 490,370/=

In accordance with the provisions of the Water Act 2002, Nakury 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 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 Kshs 443,091 80600 while the operational liabilities
included amounts due to National Water Corporation Kshs 168,490,370, KPLC Kshs 45,108,015 00
Staff pension contributions to LAP Trust Kshs6, 145,100.00 and NSSF KshsS. 562 34500 were
assigned to the company for the time being subject to resolution with the Treasury - Ministry of
Finance,

The amounts owing to KPLC Kshs 45,108,015 and LAP Trust Kshsé, 145.100.00 have since been
paid.

The company through the Rift valley Water Services (RVWSB) is negotiating with the Ministry of
Water and Sanitation, Ministry of National Treasury and Water Conservation and Pipeline

Corporation to wnte ofl the liability of Kshs168, 490,370,00 because the majority of the customer
arrears which were inherited turned out (o be unrecoverable,
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4. National Social Security Fund- Kshs. 5, 562.345.00

As explained in No. 3 above, this 1s part of the linbilities which were inherited from the defunct
Municipal of Council of Nakuru which is under dispute because we were informed that the debt was

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

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

Water Bills amount Owed by the County Government of Nakuru- Kshs60m

The County Government currently owes the company Kshs60m which they have not settled despite

several meetings and reminders. We are hoping that the County Government will soon settie their
water bills so that we also settle our financial obligations.

ii.

Water Bills Amount Owed by the Defunct Municipal Council of Nakuru (MCN)- Kshs215m

The former MCN owes the Company Kshs215m which they refused to pay but continued demanding

for our services which led the company face a lot of financial difficulties in settling its debts which
continued accumulating. 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 handed over to the defunct
Transitional Authority who also handed it over to the National Government which is et to pay
iii. VAT Refund Claims Amount Owed by Kenya Revenue Authority (KRA) -Kshs93m

The water and sanitation services previously being VAT (% rated, the company was entitled to ¢claim
VAT input which the Kenya Revenue Authonty stopped refunding February, 2015 and the amount
owing increased 1o Ksh120m because of the disputes of VAT on sewer and meter rent being moved
to 16% VAT rate in June, 2015 which the company sort for a legal interpretation from KRA on their
VAT treatment. The company got a favourable interpretation and the refunds bave started being
settled but a very slow pace with a balance of Kshs93m currently remaining
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The Company's Corporate Social Responsibility (CSR), palicy sets out the guiding principles by
which the organization is run in order to fulfil its core mission. This policy brings together the ways

in w_hi':h the Company ensures. at Corporate level, that jts activitics are carried out ethically,
sustamably and for the public benefit -

I”“’ SaRipany hﬂf t?urmud 4 strong belief which helps to maximize the level of C orporate Social
Responsibility (CSR) by making a number of key initiatives to effect and encourage employee

remmnsil;ilit}- through embracing CSR which has positively impacted customers, employees and the
community at large.

The company CSR Policy is made up of three central pillars:
* People and Community
» Finance and Economic Activity
* Environmental Sustainability

1. People and Community
The Company as an employer

The Company is committed to being a good employer, and contributes positively to the creation of
employment in the Country and Nakuru County. Our mission is to foster an environment where
employees feel recognized for their contributions, appreciated for their individuality, and challenged
10 do their best. As an employer the Company is committed to ensuring that all the employees are
fully supported in their work, have a decent working environment, are fairly rewarded, and maintain
a good work-life balance. The Company recognizes staff trade unions that represent and protect their
interests. The Company currently offers competitive terms and conditions of service 10 its emplovees.
The Company has in place two retirement benefits schemes (LAP Trust and INSSF) for its staff which

provides earnings during the retirement period. In addition the Company has a medical and aceident
cover for its staff’

The Company also carries out employee satisfaction survey after cvery Iwo vears with a view of
improving the conditions and working environment of its employees and keep in touch with
emerging emplovee issues. In addition the Company has put in place many ways to contribute to
positive changes to its employees including on-job trainings, participation at the WASCO games and
bench marking sessions that develop the employees and ensure that the company vision is achieved

Local Community

The Company has always ensured that the water available 1s distributed equitably to all the customers
and sewer systems are maintained.

X1
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The Company is a major stmulus for economic growth in Nakuru rlcglt:m Rapid housing
development has occurred in Nakuru Town making it one of the fastest growing Towns. Land values
in town have increased as a result of the services offered by the Company.

The Company has also partnered with donors in the area of sanitation by funding the construction of
tailets at public schools and other low income settlement areas of Nakuru Town. Through the
partnership with Water and Samitation for the Urban Poor (WSUP), the Company completed

expanding sewer network at Mwariki A estate and currently working on Githima estate which will
greatly improve the sanitation standards of the area.

To serve the community around us which don’t have piped water, the company has a water tanker
donated by the County Government of Nakuru which will be used to ferry water at a fee

I'he Company was also able to assist the Solai Dam Tragedy

victims by donating Kshs 100.000/-
through to the Red Crass Society.

The company participated in the Nakury Agricultural Seciety of Kenva show where we displayed
various products and services including: water and sewer services,  briguettes (MakaaDotcom ) and
bio-fertilisers. During the ASK show, the company attended to customers and answered their queries,
The stand was visited by a number of people including customers, farmers and institutions. Duning
the one week event, the company stand emerged the best in Water and Waste Water services and was
awarded a trophy and certificate.

The Customers

To the Customers who are the pillar of the Company’s existence,
ensure their satisfaction. Annually, the company conducts a customer satisfaction survey to ascertain
whether the efforts put by the Company are felt by the customers and issues raised are addressed
promptly. During the year, the company with the help of a consultant conducted a Custome:

Satisfaction Survey in which the company managed to attain a Customer Satisfaction Index of 739,
The noted Key improvement was on Communication to Customers oi issues affecting them

great concemn is put in place o

The Company annual open day was held at Standard Chartered Grounds on 20% & 21% June 2018 for
all the zones. The aim was to bring services closer to the customers and we were able to display
various products and services including: Water, Laboratory Services, briquettes (MakaaDotcom)

and bio-fertilisers. During this two day activity, the company stiffs were able
customers and deal with various complainis.

On Persons Living with Disability all stations were fixed with detachable rumps for ease of entry for
persons confined to wheel chairs, A desk offering special services 1o persons living with disability

was put in place at the head office. In addition one special toilet for persons iy ing with disability was
rehabilitated 1 the head office.

10 interact with
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The Cnmpan_',.r 1s committed to service delivery to its customers. by “ra?l-i',]g T s
environment. The Compun_vl does this acuvily by use of customer voice and choice syaten which
L f:-ustnlncr complaints and they are assigned a ticket number for provision of feedback once
the complainis are resolved.

Cf“'“" _D.ls.cmwfinns m all ?U"ﬁ Low, Income Areas with Low income Consumer Section with the
aim of improving commumication to customers and get feedback on service provision

Fina nd Economic Activit
I'he ICﬂmPan}' recognizes the fact that the way in which it conducts its activities financially has a
bﬂﬁ“"EI R 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,
The Company's financial activity is undertaken with reference to the following guidelines and
policies:

» Directors and staff code of conduct

= Public officers ethics

As part of their conditions of employment, all staffs are required to follow such policies and
guidelines to ensure the Company conducts its activities in an appropriate manner,

The Company also commits ta the following as a good organizational citizen:
* providing clear information where required to organizations with whom we engage
financially

+ incorporating CSR considerations in tender submission reviews from potential suppliers in
line with Government policy on women , youth and the disabled

» furthering the use of electronic data to reduce paper use and environmental degradation

3. Environmental Sustainability

The Company is located within touching distance of Mau and Aberdare Forests and the [ake MNakuru
National Park. 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 participates in the conservation of the environment by planting trees at Aberdare
forest. The Company also ensures that discharge to Lake Nakuru National Park meets the required
standards by conducting regular tests through its laboratory which is 150 certified
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_lf-!z_lh_frﬂ,r,wd_i.d;l_lﬂls_iﬂﬁ_“l_._ﬂ e ent and help creal
that minimize our impact on the environment and help create a

us county departments such as the

The Company Supports initiatives
sustainable community by working closely with NEMA and vario
Environment and Public Health to enhance and protect the environment around us. The Company
has also developed briqueties (charcoal) called Makaa.com from human waste (fs aecal matter). Faccal
matter (human waste) 15 an invaluable resource that can be hamessed for economic, health and
ﬂﬂ:ﬂmmmﬂml development which also shows that saniation related challenges can be solved by
using market based approaches that ensures custainability. In addition, the faecal matter briquettes
help in the mitigation of climate change risks brought about by deforestation and using dirty fuels i.e
petroleum based products. '
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_&uru Water and Sanitation Services Company Limited
annual Reports and Financial Statements
For the year ended June 30, 2018

REPORT OF THE DIRECTORS

The Bum‘ﬂ of Directors su_.lhmit thewr Annual Report together with the Financial Statements for the vear
ended 30% June, 2018 which shows the state of the Company’s trading affairs and financial position,

Principal activities
Ihe 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, 2018 are set out on page | to 39 The net profit
for the period of Kshs 9,425,045,00 has been added to retained eamings. 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 vi to ix, In

accordance with Company Memorandum and Articles of Association, Directors serve for a term not
exceeding 3 years renewable for another one term.

Auditors
The Company Auditor 1s the Office of the Auditor General, (OAG) of P.O BOX 30084 Narobi as

provided for by the Public Audit Act 2003,

By Order of the Board
= /{
SECRETARY Dated 9' {v r? 2018
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

' inancial statements for each

“ompanies Act 2015 requires the Directors 10 _prepafre ‘hnanua | i

p;:nic{ii??e';r%:atl;\’e a true and fair view of the state uI'aI_Tairs of the c::mp:?gt ?iiea:: :’::f p; " k;m

financial year and of its profit or loss. It also requires the Directors to cr;lhur::‘ b pnsit]'un. S
proper accounting records that disclose, with rt:.asonahle accuracy, the hina
company. They are also responsible for safeguarding the assets of the company

The Directors accept responsibility for the annual financial statements, which _ha‘w:: been Illﬂlipilfﬁ:i
using appropriate accounting policies supported by reasonable estimates, in c::mfnrmuy with
International Financial Reporting Standards and the requirements of the Kenyan Companies Acl.t
The Directors are of the opinion that the Financial Statements give a true and fair view of the state of
the financial affairs of the company and of its profit or loss in accordance with Inlﬂrnatlonalx
Financial Reporting Standards. The Directors further accept responsibility for the maintenance of
accounting records that may be relied upon in the preparation of financial statements, as well as

designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of financial statements that are free from material mis-statement.

Nothing has come (o the attention of the Directors to
going concern for at least twelve months from the date

/
!
K_ =0

Chairman

indicate that the company will not remain a
of this statement,

W&

<

Managing Director

Dated 1\\& c\\\ 2018 Dated Q‘L\L\

2018

XXXy



REPUBLIC OF KENYA

_clephone: +254-20-342330
Fax: +254-20-311482

4 E-mail: oag@oagkenya.go.ke
Wehsite: www.oagkenyn.go ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON NAKURU WATER AND SANITATION
SERVICES COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2018

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 44, which comprise the statement of
financial position as at 30 June 2018, and the statement of profit and loss and other
comprehensive income ,statement of changes in equity, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in accordance
with the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. | have obtained all the information and explanations which, to the best of
my knowledge and belief, were necessary for the purpose of the audit

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of Nakuru Water and Sanitation Services Company Limited as at 30 June,
2018, and its financial performance and cash flows for the year then ended, in accordance
with International Financial Reporting Standards and comply with the Companies Act, 2015.

Basis for Qualified Opinion
1. Non-Disclosure of ADB Loan

Note 8(d) on operating and maintenance expense reflects total expenditure of
Kshs.319,824,551, which includes Kshs.39,468,545 ADB Loan repayment. The Company
is servicing a loan of Kshs.994,706,658 due to the African Development Bank (ADB) through
the Rift Valley Water Services Board (RVWSB) at the rate of Kshs.39,468,544.80 p.a. It was
however noted that the loan was not disclosed as a long term liability in the statement of
financial position although loan repayment of Kshs.39,468,544.80 has been reflected under

note 8 (d).

In the circumstances, it has not been possible to confirm total loan repaid and the amount
outstanding as at 30 June 2018.

2. Doubtful Reserve-Assets Transferred

The statement of financial position reflects reserve- assets transferred of Kshs.262,893,991
as at 30 June 2018. However, note 18 (c) Indicates operational assets transferred to the
Company by the Ministry of Water Resources Development in the year 2004, included
customers accounts of Kshs.443,091,806. Further, no details of the customers account

. I r ¥
CerrtiTat el Ser VIS, LORm IR LT

Repuer of the Auditor-Genoral on the Financial Statements of Verkerts Wilttar andd
for the vear ended 30 June 2008

Promoting Accountability in the Public Sector




R |

2.1 Lack of Deb

balance transferred were provided for audit verifications, and hence it was not POSSible
confirm the existence of the assets.

In the circumstances, the reported balance of Kshs.262,893,991 in respect of reserve-asset
transferred in the statement of financial position could not be confirmed.

The audit was conducted in accordance with International Standards of S_upreme Audit
Institutions (ISSAls). | am independent of Nakuru Water and Sanitation Services Cnmp::-my
Limited in accordance with ISSAI 30 on Code of Ethics. | have fulfilled other eth!cal
responsibilities in accordance with the ISSAl and in accordance with nthet 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
opinion.

Key Audit Matters

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

significance in the audit of the financial statements. Except for the matter(s) described in the
Basis for Qualified Opinion section, | ha

ve determined that there are no other key audit
matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution. based on
except for the matters described
Effectiveness in Use of Public Resou
has come to my attention to cause me
lawfully and in an effective way.

the audit procedures performed,
in the Basis for Conclusion on Lawfulness and

rces section of my report, | confirm that, nothing else
to believe that public resources have not been applied

Basis for Conclusion

1. Long Outstanding Trade and Other Payables

Note 17 to the financial statements reflects trade payables, accrued expenses and other
payables of Kshs.621,740,721 out of which Kshs.359.455 261 .40 was outstanding Rift
Valley Water Service Board (RVWSB) administrative fees which has accumulated over time
since year 2013. The accumulation of the administrative fees resulted from ‘not to pay”
instructions issued by the County Government of Nakuru. It is however not clear why the
board has failed to resolve this matter.

In the circumstances, the unpaid balance may nol be cleared.
2. Trade and Other Receivables

Examination of records provided for audit in respect of trade and other receivables as at 30
June 2018 disclosed the following unsatisfaclory matters: -

Repart of the Auditor-General on the Financial Staremonty of Nakuric warcr and Samiarion Sorvices | aemgntrny Lominiod
Sor the vear éncdedd 30 June 2008
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2.1 Lack of Debtor Aging Analysis Report

During the year under review, the company had debtors totaling Kshs.710,483,930 as
disclosed under note 15 to the financial statements .However, the company failed to prepare
debtors aging analysis report contrary to provisions of Section 5.2 of its finance manual
which requires for the preparation of monthly debtors aging analysis report . Lack of aging
analysis may result into insufficient provision for bad and doubtful debts and may also affect
debt collection strategies.

No satisfactory explanation has been given for failure to prepare debtors aging analysis
report and therefore the accuracy of the debtors balance as at 30 June, 2018 could not be
confirmed.

2.2 Long Outstanding Debts

I. Reported among the debtors is long outstanding debts owed by the County
Government of Nakuru amounting Kshs.60,000,000 in respect of water supplied It is
not clear why the County Government of Nakuru, a major shareholder of the
Company with shareholding of 99.92% has been unable to settle water bills. Further,
it was noted that no efforts appear to have been made to collect the outstanding
amount as no evidence of disconnection orders issued were provided for audit
verifications.

ii. Also reported under debtors is an amount of Kshs.215,000,000 owed by the defunct
Municipal Council of Nakuru. It is however, not clear why this debt has not been
transferred to the County Government of Nakuru since all assets and liabilities of
defunct Local Authorities were inherited by County Governments.

iii. It was further noted that trade and other receivables increased by Kshs.55,806,288
from Kshs.654,677,642 reported in the previous year to Kshs.710,483,930 during the
period under review. This increase has not been explained.

In the circumstances, the accuracy of the debtors balance as at 30 June, 2018 could not be
confirmed.

My responsibility is to express a conclusion based on the review. The review was conducted
in accordance with ISSAl 4000. The standard requires that | comply with ethical
requirements and plan and perform the review so as to obtain limited assurance as to
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities that govern them.

A review is limited primarily o analytical procedures and to inquiries, and therefore provides
less assurance than an audit. | have not performed an audit, and, accordingly, express my
conclusion in the form of limited assurance, which is consistent with the more limited work |
have performed under this compliance review.

| believe that the audit evidence | have oblained is sufficient and appropriate to provide a
basis for my conclusion.

Report of the Awditor-Gemneral on e Financial swrements of Nk Wetler amnd Sanifition services Company Limited
Sor the year ended 30 June 2008
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, GOVERNANCE Anp
MANAGEMENT SYSTEMS

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2!315, based on the prc;tiedures
performed, except for the matter described in the Conclusion on Effectweﬂes.s Srispmal
Controls section of my report, | confirm that, nothing else has come to my attention to cause

me to believe that internal controls, risk management and overall governance were not
effective.

Basis for conclusion
1. Revenue

1.1. Non- Revenue Water (NRW)

During the year under review, the Company produced 12,409,678 cubic meters of

water. However, out of this volume, only 8,026,147 cubic meters of water was billed to
customers with total

revenue amounting to Kshs.860, 874,266. The balance of 4, 383 531
cubic meters of wate

r or approximately 35% of the total revenue represented Non-
Water (NRW). According to the Water Services R

this quantity is 10% above the allowable loss
produced may have resulted in a loss of approximately Kshs.3.886
explanation has been given for the persistent water loss. The
unaccounted for water (UFW) may negatively impact on the company’s
term sustainability.

revenue
egulatory Board (WASRERB) guidelines,

of 256%. The abnormal loss of 10% of the water

,633. No proper
significant level of
profitability and long

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk

management and governance were
operating effectively, in all material respects. | believe

thatthe audit evidence | have obtai ned
is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Companies Act, 2015 | report based on my audit, that:
i | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit:

In my opinion, adequate accounting records have been kept by the | so far as appears
from the examination of those records: and,

iii.  The financial statements are in agreement with the accounting records and returns
Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards (Accrual Basis)

Neport of the Auditor-General on the Financial Satements of Nakuri water and Saniiation Services Company Limited
Ser the vear ended 30 June 2008
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and for maintaining effective internal contr
enable the preparation of financial statem
whether due to fraud or error

ol as management determines is necessary to
_ ents that are free from material misstatement,
and for its assessment of the effectiveness of internal control.

In preparing the financial statements. management is responsible for assessing the Nakuru
'-.f‘n_.fater and Sanitation Services Company Limited ability to continue as a going concern,
dlscinsu}g as applicable, matters related to going concern and using the applicable basis of
accounting unless the management either intends to liquidate the Nakuru Water and

ganitation Services Company or to cease operations, or have no realistic alternative but to
0 SO.

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
statements 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 money is applied in an
effective manner.

Those charged with governance are responsible for overseeing the Nakuru Water and
Sanitation Services Company Limited financial reporting process, reviewing the
effectiveness of how the entity 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 obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with 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 review is planned and
performed to express a conclusion with limited assurance as to 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 in accordance with the
provisions of Article 229(6) of the Constitution and submit the audit report in compliance with
Article 229(7) of the Constitution. The nature, timing and extent of the compliance work is

Report of the Auditor-General on the Financial Statements of Nekwrw water and Sanitation Scrvices Company Fimirod
Sor the year ended 30 June 2008
5



X

sufficie
gs actvl

Obtain

busiﬁe

the

ppinion on

i ich
parform su¢

i inion with reasonable as
limited compared to that designed to express an op Surance o
financial statements.

Further, in planning and performing the audit of _thE financial alatemﬁ:‘lts ;”’dﬂm”‘% of
compliance, | consider internal control in order to give an assurance on the effectiveness of
internal controls, risk management and governance processes and systems in accordance
with the provisions of Section 7 (1) (a) of the Public Audit Act, 2{]1_5 and_ submit th_e audit
report in compliance with Article 229(7) of the Constitution. My cuns:deratlolj of the mterr!ai
control would not necessarily disclose all matters in the internal contmll that m:ght be material
weaknesses under the ISSAls. A material weakness is a condition in which the deann or
operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course

of performing their assigned
functions.

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

As part of an audit conducted in

accordance with ISSAls, | exercise professional judgement
and maintain professional skepticism throughout the audit. | also:

» Identify 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 averride of internal control.
Evaluate the appropriateness of accountin

g policies used and the reasonableness of
accounting estimates and related disclosur

es made by the management.
Conclude on the appropriateness of the management's use of the going concern
of accounting and, based on the audit evidence obtained, whether a material unce
exists related to events or conditions that may cast significant doubt on the Nakuru Water

and Sanilation Services Company Limited ability to continue as a going concern or o
sustain its services. If | conclude that a material uncertainty exists, | am

required to draw
attention in the auditor's report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or

conditions may cause the Nakuru Water and Sanitation Services Company Limited to
cease to continue as a going concern or to sustain its services.

basis
rtainty

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

kl‘:'mﬂ l'}llrﬂlf' .44'1[!“”!'—Gl'l]{".f'l’lf o the I'TFIIHH'T.H! Sfi’.ffl:'ﬂ‘h.'!ih of Nakurn water and Sanitation Services € RN Fimited
for r‘hc'_v:vm' ended 30 June 2008
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» Obtain sufficient appropriate audit evidence regarding the financial

bugipess activities of the Nakuru Water and Sanitation Services Compa
opinion on the financial statements.

information and
ny to express an

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

| communicate with the management regarding, among other matters, the planned scope

gnd timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

I atsp provide management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and

uther matters that may reasonably be thought to bear on my independence, and where
applicable, related safequards.

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

MNairobi

16 April 2019

Fepori of the Auditor-General on the Financial Statements of Nukuru water e Sanitation services Company Limited
for the vear ended 30 June 2018
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STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

REVENUES

Sales/Tumover 6{a) B0,874,266 817,539,385
Other Income 6(b) 11,059,287 13,498,960
TOTAL REVENUES 871,933,553 831,038,345 |
EXPENSES

Cost Uf Sales Bla) 243,544,445 227,347,041 |
Administration Costs 8(b) 296,375,232 282,310,036 |
Operating and Maintenance Costs 8(d) 318924551 | 305,788,787 |
Provision for impairment losses 15 3.664.280 3,389,894
TOTAL EXPENSES S672.508,508 818,835,758
OPERATING PROFIT/LOSS) BEFORE 7 9,425,045 12,202,587
TAXATION

Income tax expenses 9(a) 5 =
PROFIT/(LOSS) 9,425,045 12,202,587 |
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STATEMENT OF FINANCIAL POSITION

ASSETS
Non-Current Assets
Property, plant and equipment 1] 115,765,802 126,529,290
Intangible assets 12 1,056 1,056
| Prepaid operating lease rentals 13 112,441,765 115,346,905 |
_Total Non-Current Assets 228208623 | 241,877,251 |
. !
Curreat Assets ot X ) =l
Inventories 14 18,023,437 21,634,535 |
Trade and other reocivables 15 | 710483930 | 654,677,642
Investments 20 150,000,000 100,000,000 |
Bank and cash equivalent 16 47,251,416 61,298,328 |
Tatal Current Assers 525,758,783 837,610,505 |
TOTAL ASSETS 1,153,967406 | 1,079,487.756 |
 EQUITY AND LIABILITIES ===
Share Capital and Reserves 1
Ordinary share capital 10 100,000 100,000
Revaluation reserve 13 37,922 895 3792289 ‘TI
Reserve-Assets transferred 18(c) 262893991 | 262893991
Accumulated losses (14,984,396) {24,409 442) |
Grants from WSTF 19i) 67,894,907 94,981,656 |
Grants from SUWASA 19(ii) 20 398,576 |
Grants from Vitens Evides 19(iii) 14472 876,877 |
Grants from County Government of Nakuru 19(iv) 4332081 =
Total Share Capital and Reserves 358,173,970 372,764,553 |
~Nou-Current Liabilities |
Nan-Current accounts payable 18(c) 174,052,715 180,197,815 |
Total Nou-Current Liabilities 174,052,715 180,197,815
= |
Current Linbilities - .
Trade and other payables 17 621,740,721 526,525, 389 |
Total Current Liabilities 621,740,721 526,525,388
"TOTAL EQUITY AND LIABILITIES 1,153,967,406 | 1,079,487,756 |

The Financial Statements on pages 1 to 3':'? were approved by the Board of Directors meeting held on | I»

{ hairman
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Finance Man]ger No. 6774

Dated ... 0%, ...].....,zms Dated. .2 P.ij 2018
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STATEMENT OF CHANGES IN EQUITY

| AtJuly 1,2016 400,119,323 | (36,612,029)
| Grants from WSTF il : 44,496 - | 44,496
_Greml SUWASA amortisation i - (2,227,419) : (2,227.419) |
Grant Vitens amortisation 1 : (862.405) = (862,405) |
i i oo L DO . - -| 12202588 | 12,202,588
At June 30,2017 100,000 397,073,998 | (24,409,442) 372,764,553 |
i |
At July 1, 2017 100,000 | 397,073,998 | (24,409,442) 372,764,553
St (o CON I ; 4,950,950 | 4950950 |
Grant from WSTF amortisation 1 | (628,087 = eraoen]
Grant SUWASA amortisation 11 T (1,260.981) = (1.260.981) I
e s A (618,868) - ( 618,868)
Cirant refund 10 WSTF 19(1) h “m‘ﬁ} - Y ].
_Gnmt WSTF input tax disallowable | 19(1) . (10,248.674) = 110.243.(:?4;_
Profit for the vear ) X 555 043 e :
A 100,000 | 373058367 | (14984397) | 358173970
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STATEMENT OF CASH FLOWS

Profitloss after income tax 0 425 045 12,202,587
Adjustments for:
Depreciation on plant property and equipment 1l 16,163,840 13,995,362
Amortization of software 12 : 147,945
Amortization of prepaid operating lease rentals 13 2,905,144 2,905,144
Changes in working capital
Increase in Receivables and Prepayments 15 (55,806,288} {91 .53‘}3.5&2
Increase in Payable and accrued expenses 17 95,215,331 126,727,949
Decrease in Non-current liability 18(¢) {6,145,100) . 5
Decrease in Inventorics 14 3.611,098 2,884,01
Net cash generated from/(used in) operating activities 65,369,071 67,279,440
CASH FLOWS FROM INVESTING ACTIVITIES
i 22.304,849)
Purchase of property, plant and eguipment 11 (19,057,309) .[ 2.304,
Maturity of Fixed bank deposit 30 | (100,000,000) |  (100,000.000)
Investment in Fixed bank deposit 20 {150.000,000) -
Net cash _generlted from/{used in) investing activities {69,057 309) (122 304,849)
CASH FLOWS FROM FINANCING ACTIVITIES
Cirant from WSTF 19(1} - 44,495
WSTF refund 19(1) {110,000} =
WSTF Input VAT disallowed 19() | (10.248,674) -
Net cash gencrated from/(used in) financing activities (10,358,674) 44,946
INCREASEADECREASE) IN CASH AND CASH
EQUIVALENTS (14,046,912) (54.980,913)
CASH AND CASH EQUIVALENTS AT BEGINNING OF
| YEAR 16 61,298,328 116,279,241
[ Fifets of foreign exchanges rate Nuctuations
CASI AND CASH EQUIVALENTS AT END OF THE YEAR | 16 47,251,416 61,298,328
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STATEMENT OF COMPARISON OF BU T AND A

Hevenoe Kshs Kahs o P ¢
Water and sewerage charges | 977,470,000 | 977,470,000 590,574,366 | [(Ha395.74) | (1)

well as the beakage dus 10 replacement
of old pipeline network within toan
under  ASPAC Project flmded by
< ot
RVWSH.
e 0097434 11,059,287 1,961,853 | 22| The ower schsevement of the hudger
THier income 5,097 434 T, pi e e :
interest.
' e GRGEGT A | 9BBSET AN 871933853 | (114,630881) | 10
' e s [ Ti | 2598 255,156,064 | 4686169 | 2 | The under spending was due w not
l Compotisation of SHplayest filling of the vacant positions a5
' _. plamned
e T00IZE57 | 10072887 0331837 TALO20 | 7| The under spending was duc 10 6ol
\ Bowrd Expenses 0 : adieg on BOD 1 R
5
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hebow the amount budgeted for

r - general insurAnce

Puinting md stationmy [0.083.000 10,083 () 1, 127,650 (44,500 | 45

Xokephons 3,534,543 3,594,043 3 ABEOH ] 2| |

Secunty 16, 20601, 04060 16,260,000 15,843,696 416,304 3

Postage 1,541,300 1.341,300 £1,376 1522 | 95 The Company adopted technalogy in
sending water bills e SM5s and
cmails leading to B45% saving on
posiage coats

Fuel and Lubricants 12,936,300 12,936, 80 12,860,636 76,164 I

Rent 156,000 586,000 436400 137,600 | 22 | Thecompany anticipated reating of

' ' eatrs spmce for Eastern zons but 2
wmitahle location was not identified
leading fo the under expendinue of
%

Oithers Expenses 92,764,660 92,764 660 TLl7o124| 10,592,836 | 11| Theunder expenditure of | 1% was
due to under spending on
regulatory levy by Water Services
Regutatory Authority levies thal aro
based on Revenue budgeted but we
wiere not able to meet the budgoted

o reveme
Tatal expendinie B67.275.590 |  BG727SE0 B62,508,511 4,767,391 3
Surplus for the period 119291835 | 119,201,555 9,425,045 | (109,866,490)
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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 2018

Amendment/Interpretation | Effective date | Impact
o & standard
IFRS 15: Revenue from Applicable to | \pps 15 e ot Biaid v sion medel 15 b8 ol i all Soestracts with
Contracts with Customers | an entity's first wrw Als = -
annual IFRS
{Taswcd 28 May 2014) finamcind The five steps [n the model are as follows:
simtements for
a peniod o Identify the contract with the customer
“mﬁlfm «  Identify the perfarmance obligations in the contract
Janary 2018 »  [ternine fhe ransaction price
o Allocate the transaction price o the perfarmance obligations in the contracts
. nmmmmnuhm{qtujmnmﬁwﬂ;ﬁu:p:mm
{itidance is provided on topics such as the point in which revenne is recognised, accounting
for varinhle congideration, costs of fulfilling and obeaining o contract amd various reiatad
maters, Mew disclosures nbout revenue ane also mirodeced
The amendments apply prospectively for annual periods beginning on or afier 1 January
mls_wg:mmmmmmm-mmmmmm
|amiortisation for its property end equipment, and intangible assets respectively.
The directons of the Company do not anticipate that the application of the standard will
have a significant impact on the Company's financial stalements
Phsclossiee Inifitive Tifective for | Amends IAS 7 Statemen of Cash Flows 1o clarify that entities shall provide disclosures that
(A mencdmentis io [AS 7) m.lpnrindi ensble users of financial statements 1o evaluate changes in labilihes arising from finmncing
beginning of | potivities. The company has provided sufficient disclosures
(trsued 79 Jonuary 2014 | orafler ]
January 2007
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ily New and amended stundards and interpretations in issue but not yet effective in the year endel 30 June 2018

flansuedd 7 Fiebrury 2018)

Amendment/Interpretation | Effective date | Impact
o o standard
RN 16 Leares Applv:‘,al)l_l.-bu TFRS 16 spocifies how an [FRS reporter will resognise, measin, present and discloses beases. '::
(Texwee! [ 3 Jemnary 2006) il standard provides n sengle mwmﬂl. requiiring lessees 1o mmlulhw
reparting HﬂiﬁliﬂﬁrdllmmmﬂmlmwJ!nmwiﬂﬂﬁfmhﬂml i
periods valoe, Lessws mimwdmiﬂr!umuwﬁunrfm with IFRS 16's approach
beginning on or | lessor accoanting substantiafly ynchanzed from its predecessor, LAS 17,
afler 1 January
2019
TIRIC 33 Fimeernmmniy over | Applicable 19| e suerpeeintion addresses the determination of tocsble profit (te ;
liscinmie Tex Treanments annual losses, umused tax credits and tx raics, when there is WnesTinty over income fax frestments
flsswed 7 June 20/7) ;ﬂ":"!r wnder TAS 12. It specificnlly considers:
beginning on or s Whether tax treatmetits should be considered collectively
1 Janu . : i _
;3:; o s Assmmpions for taxation authorifies’ examinations
s The detersmnation of taxable profit (fax losslk, tax bases, umased tax losses, unesed e
credits and ity rates
s The eflect of changes in faces and circumsiances
e Annerdenent, Amnunl pesiods | 1y aesdments in Pl Amendment, Cureilmen or Serdemertt (Amendmeniy o LAS 19) e
“sirpcriline Serrlemveat beginming on or :
= mf;;.;.rwﬁ} after | Jannary »  Ifa plan amendsment, coribment or settlement oocurs, i s now mandatory that the current
il 2019 service cost and the met interest for the pericd afler the remensurement are determined

using the assamptions wsed for the remcasunsment.

= In sddition, pmendinonts have been included fo clanfy the effect of n plan amendment,
cunailiment or seftlement on the requirements regardimg the asset ceiling.




mhﬂ.mm-ummn
moaths or less or the underlying msset has a low
aperating or finance, with IFRS 16's approach to
rom its predecessor, 1AS 17,

Hﬁﬂtwﬂﬂnhm.mmmu

MMmuﬁcmwwmmnm
_]D.uhmmiuﬂ

I‘l&mﬂﬂmh the standard have not been updated with the
in the revised Conceptual Framewerk.
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The Directors do not plan 1o apply any of the above unti] - 2 -
v they become effective. Based on their assessment of the potentinl impact of
/ application of the above, they do not expect that there will be a significant impact on the company’s financial statements.

i} Early adoption of standards
The entity did not early — adopt any new or amended standards in vear 2018,
4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies sdopted in the preparation of these financial statements are st out below;
a) Revenue recognition
Hevenue is recognized to the extent that it 15 probable that future economic benefits wall Ilnwmdu::ﬂc.r_uﬂﬂuryvmmmbc
relinbly measurcd. Revenue s recognized al the fair value of consideration received ot_u@-m:.laqnbemmud in the ordinary menl’
the entify's activitics, net of value-added tax (VAT), where applicable, and when specific <riteria have been met for each of the crify's
activities as desenibed below,
" Revenue from water and sewerage charges represents amounts actually billed to customers for water consumption and
i) Grants from National and County Governments are recognized in lha year in which the compiny actually j'ﬂ:ﬂwg_;.ﬂ:h
grants Recurrent gmmmmiudin the statement of comprehensive income. Development/capital grants are recognized in
the statement of financial position and realised in the stntement of comprehensive income over the useful life of the wsets that has
been acquired using such funds.

' Fhlucehmncmnwisuimmmiwhh from bank deposits and investment in sccurities, and is recognised in profit or loss
- o o time proportion basis using the effective interest rate method.

iv) Other income is recognized as il sccrues.
by Property, plant and equipment

Al categories of property. plant and equipment are initially recorded at cost Jess accumulated depreciation and impairment losses.

13
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Pnrﬁt}‘ﬂrmdﬁlluﬂ_',mlﬂ being their I lue at the date of
Cennin categporics, of property, and equipment are subsequently carried re-valued amounts, being their fur value
re-valuation less any m iation and impairment losses. Where re-messurement at re-valued amounts i
desired, all items in an asger Falegory are re-valued through periodic valuations carried out by independent external valuers.

I“'-"“'Minﬂ!wmm amounts of asscis arisi [mrnm-valuuimucmdmdmmhcrmmmmminmDonrcunthﬂul‘t‘sm
Pﬂh‘u_hnmusknhe e

megmmmofﬂ:mummdwgndmimlhcmﬂuaﬁunmw:mu all other decreases are
w'ﬁmﬂﬂfhninlhlmmmgl

<) :,'ﬁ"'ﬁuh'ﬂgn and impairm e of Propesty, plant and equipment
incomplere i wmwwwlﬂ_ work in progress are oy iated. Capital work in progress relates mainly 1o the costs of oagoing

mdﬂlhutivilwmksm&imulhum
Hﬂﬂf"ﬂ”ﬂhlﬂdwﬂmmmmh&mﬂmmwm
Mmmmhﬂ"ddhﬂumu‘emw' mumwmmﬂndunmemﬂ,asnwmprfm,omyw!umlispmbuble
Mthﬁeﬁuwmmmwinnowmuu:mnmmmcmmrmMmmmmumhmy All
mﬁlmhssimmdudugmﬁmdﬂmﬁudinmmﬂwynmmm

using the straight line method 1o write down the cost of wssets 1o their residual values over their estimated

Ower the remaining peniod of the leise
5 years
4 years
8 years
3 years
T years
5 years
30 years
3 years
8 years
5 years

14
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The assets” residual values and vselul lives are reviewed, and adjusted if appropriate, at each balance sheet dat

Motor vehicles and equipment are reviewed for impairment whenever events or changes in circumsiances indicate that the carmying
amount may not be recoverable An impairment loss is recognised for the amount by wiiich the asset’s carmying amount excecds s
recoverable amount, The recoverable amount is the higher of en asset’s fair value less costs (o sell and value in use, For the purposes aff
nssg:nn; impairment, assets arc grouped at the Jowest levels for which there are separatcly identifiable cash flows {cash-gencrating
units ).

Gains and losses an disposal of motor vehicles and equipment are determined by refenence o their carrving amounts and are taken mio
account in determining operating profit
Intangible assels

Intangible assels comprise purchased computer software licenses, which are capitalized on the basis of costs incurred to scquire and
hing 1o use the specific software. These costs are amortized over the estimared useful life of the intengible assets from the year that they
are available for use, usually over three years,

Amuoriization and i pairment of intangible assels

Amorization is calculated on the straight-line tasis over the estimated useful life of computer software of three vears.

All computer soffware is reviewed annually :!‘ur impainment. Where the carrying amount of sn intangible s - 2 Ban

imﬁﬂmnhdmm!ﬂbkami.uimpmmﬂﬂhﬂﬂWMwﬂ!ﬂh‘mﬂhwﬁﬂmdmmimmﬁmlymmm
recoverable amount

Finance and operating leases

2 which confler substantially all the risks and rewards of ownership 1 the entity ere classified as finance leases. Upon inifmi
M."m“‘wmjsum.ﬂlﬂllln.ln'lul.ll'l_lnqulwﬂthwcfafihfairvﬂtltlndthcprﬂnlwhmufmﬁlﬁnmlm
puyments mmmuwﬂymﬂ fior in accordance with the accounting policy spplicable 1o that asset

15
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ear June 30, 2018 :
All ather leases are trented as operating loases and the leased assets anc recognized in the stalememt of fnuncial position to the extent of
Prepaid joase rentals at the end of the year. Paymens made under operating lrases are recopsnized in profit or Joss on a strright-line basis
::.'h rerm of the lease. Lease incentives received are recognized as an integral part of the total lease expense over the term of the

A e _ | |
%‘ Stited at the lower net mdlhhlenh:.Thacm f inventorics _ 4
e Mhﬁ:ﬁmwhw e of i comprises purchase price, import duties

gt
L 16
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date in the area where the Entity operates g . — =8
net assets 13 recogntzad innet & y St and generates taxable income, Current income tax relating to ftems recognized directly in
Management peniodically evaluates positions taken in .
e 2 : the tax returns with iuntiony i
subject to inter = cstabli i sl 'alr_wl respect (o siuntions in which apphcable tax regulations ane

Peferred tax

Dufqredmhprwidadmirmth_n_]iabiliynﬂndmmnwlwdiﬁummhﬁnﬂnhmbuﬁnfmmwﬁﬁﬂmdm
carrying amounts for financial reporting purposes at the reporting date.

Dieferred tax liabilities are recognized for all txable temporary differences, except i respect of taxable temporary differences
associated with investments in controlled entitics, associates and interests in joint ventures, when the timing of the reversal of the
wm'pnrnrf-ﬁﬁmmmbummlladmﬁitiswmhkuwuwmpmwﬁﬂmwiﬂmmminmwm
Del‘-:tmdmmmmwhdﬁrdldﬁuﬂ:hw_dﬁ&mhmﬁmﬂdmmdmmmmmﬂu

\ losos. Deferred tax assets are recognized to the extent that it s probable that taxabls profit will be avalable against which the
[ Mmuhhmpmuydﬁummmmrmmrdnfmmu:uﬂmmmmﬂmlmmhmﬁmﬂ,mhm
| ﬂmhmwﬁmMmMMimmminmmlmmmmmminmumiujn&mm
! m{m“nmmm@m-aﬂym-ﬂwummuilispmm&uuhmmdiﬂhmuﬁﬂminﬂ:hﬂuﬁk
fum:anduxlhh-wnfmﬁllhemnlllhhw\ﬂdahmwdiﬂﬂmmbeuﬂm
Th,my'.“.mm:ﬂddmuﬂmmismwmu#mpmﬁmm"dmmdmmmmimmwm
| “.mmfrmm,;.hkpmﬁim'nbclvlihbhmﬂWﬂleﬁfhmmmmhﬂmUmpﬁmdﬂ:ﬁ:rndm
| mar:m—mmﬂnmh:&puﬁn;dmmd:rcmmmmﬂhﬁnmmilhushmtpmhhl:&uﬁnuehmblepn&n
will allow the deferred tax assei 10 be recovered.

Defmndmm:ndﬁnhilhmmmﬁuhmmmmmmmhmm e e it o cealinad i

1il1=ilit:'=ssuﬂlﬁ'-Mmmmtﬂmlnmlmhwmmﬂmﬁmhm&mw- cate.

| bel‘:n':dm:mmmimmmmkmmwmnkmmmmH*ME - .
mmgmmdinmh:immMmmﬁn;tmmmhmwmmm“mw“h 1 tacx. Liabilith mmﬁ_.

| legally enforcesble

right exists 1o set off current tax assets against current income tax labilities and the deferred taxes retate w0 the
[ same taxable entity and the same taxation authornity.
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k) Cash and cash squivalents

18

scheme inldrmnﬁundby Lep trust where
15% of same The company has no legal or constructive
sufficient assets 1o Py all employees the benefits relating to
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:T:-: 2:‘;3 of sl sfht"‘“ are held in separate trustec administered funds, which are funded hy contributions from both the company
i company and all its employees also contribute to the National Social Security Fund, which is a dofincd

coniribution scheme. The company's contributions to itsuti :
bt sl the defined cantribution schemes are charged 10 the profit and loss sccount in

The company also contributes to the statutory National Social Security Fund (NSSF). This is a defined coniribution scheme regisiered
qun:r Ihf:: National Social Security Act The company’s obligntion under the scheme is limited to specific contributions legislated from
time to time and 15 currently at Kshs 200 per employee per month,

o)} Provision for staff leave pay

Employees” entitiements to annual leave are recognized os they accrue at the employses. At provision i made for the estimated
liability for annual leave at the reporting date.

p) Budget information

mm;imlhﬂgﬂwaY.?ﬂl?-MlﬁwwnvﬂdWﬂl Board of Director and was subsequently submitted to the County
Government on 3™ April 2017,
ThaCumpln}r'shudg':lEmwﬂmnﬁf&m@khﬂwmm:MﬂpﬁmWhhﬁmmw'ng
ﬁmchlmumwﬁmmlmmm;mﬁmﬁmwmmmﬁwhh b e
performance, whereas the budget is prepared on a cash basis. The amounts in the financial statements were recast from the i
l:usiﬁlu|her.ashbuism:mlmiﬁedbyprmmﬁmwbemummmnmwmw A comparison of bud Im&"‘
oetual amounts, prepared on 4 comparable basis to the approved budget, is then presentod in the statement of companson of budget
and actual amounis, in addition to the Basis difference, adjustments to amounts in the financial statements are also made for
dmhminthr.fom!sanddmiﬁmnmmmmdfwﬁemmﬂmeﬁmﬁlsuumuﬂmwwhm

I Hﬁwmmihﬂﬁmlmm_MIMWMiuhmd P oy
' amounts and the actuals as per the statement of financial performance has been presented under section of ; Hd- md“
| aotual amounts. comparison of budget

q) Subsequoent cvenis
There have been no events sulvsequent to the financial year end with a significant impact on the financial statements for the year ended
June 30, 2018, '
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5 ﬁmﬂmm AND SOURCES OF ESTIMATION UNCERTAINTY

L% b ; ﬁrmﬂmhmmmmfmmiyudmmﬂmqmmwwmhjudmm.mm
m“m”mﬂ mdmw assets and liabalities, and the diwlmu‘cu!'mnhngml linbilitics, at the
Nﬂhmmmmmmmmmhmm and estimates could result in outcomes that require & material

amount of the asset or lisbility affected in future periods.In the current financial year no adjustments were done

e

eIl ) . ! A 4
wmwmmumudwnguufnlhmmindmmm&mpumm future use and valye from

mﬂmmwwhﬁnm
' Wie asse : 'Mh%ﬁinmhﬁmdm
e processes in which the asset is

20
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=
=
#/
Provisions
Frm;_smns are measured at the management's best estimate of the expenditure required to settlc the obligation af the reporting date, and
are discounted to present value where the cffect is material. The provisions for bad debits was estimated a5 10% of the outstanding

receivable for the FY 2017-18
6. {2) SALES/TURNOVER

| Water charges 643,635,700 596,803,751
G c 315,218,566 720,735,634
Total 860,874,266 2175393858

6. (b) OTHER INCOME

Imterest on fixed it 4,890 583 2260200 |
Fines and =3 1,222,800 5206250
Oither miscellaneous receipls 4,936,904 6.032.510
Em_'t = 11,059,287 13,498,960

(Hher miscellaneous receipls includs among others reconnection fess, connection lees, penalties, bulk water sales, Isboratory charges,

sewer unblocking fess

21
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THOPERATING PRO)

e
The OPErting profiv(loss) is arrived at afier
-charging (crediting),
-Stail costs (note 8b) 255,156,164 343,556 808
tation of and equi [ 16,163 840 13,995 0og
Amm_inqon of intangible azets - 147,945
;:pdnrgmuun of prepaid operating lease rentals and 2,905,144 2,505,144
Lieegmp: admunistration fees and ADR loan 134,697 535 139,597 520
Provision for bad and doubtful debs 3,664 28() 3,389 894
Directors' emaoluments - fes 6,527 381 6215993
————_Smoluments - foes L5993 |
i - other 2.80M 455 857,148
lm'rmm:m-cwmnmﬁm 382 500 382 500
R XMCIArS” remuneration - : ;
Total 21601284 | 411,768,050
8 (a) COST OF SALES

FITALOSS))

3,597,035

192 950,225 ,
227.347,041

S.(b)  ADMINISTRATION COSTS

—
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Nakury Water and Sanitation
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B _OPERATING AND MAINTENANCE EXPENSES

Depreciation

Services Company Limjted

Total

19,068 954 17,048 451

Licensee Administrative Foes and 100,528,575 100,528,675
:.:.DB a;-n payment 39,468 545 39,368 545
ater Fimngs 10,168,130 10,843 404
Professional Fecs 9353 261 12,269,075
Statione 2y and photocopyving 10,127 89] 10,849 29|
h - S 453,400‘ m]-ﬁm
Amw peTmit feg 7046193 3,175,014
Motor Vehicles repa; and maintenance 3.967.334 6951670
Insurance 2,790,967 2472418
Telephor 3488 04] 4,967 157
Secur: 15,843,605 16,274 807
Gstiage : 1376 2,920, 544
Fuel and Lubricants 12,860 636 10,640,350 |
BI173122 64,673 483
319,924,551 305,788,787 |

9 INCOME TAX EX]'ENSEI"{CRENI}
(a}  Current taxarion

yaog

2
Joday] (ERUBY
sape Ax THTER
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» Waier nnd Sanitation Scrvices Company Limited

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

e I R

Profit before taxation 9425045 12,202,587
Add: Expense not deductible for tax purposes 22958 K13 21,283,226
Less: Ex deductible for tax purposes {31,508,348) (24.356,584)
Adjusted boss for tax purposes 75510 9134229
Tax loses B/F (3.556,279) {12,690,208)
Tuotal loses C/F (2,680,769) |  3,556,179)

The company made o profit during the year under review, Hiwever according

to section 4 of the income tix Act cap 480, losses are
er havee been carried

supposed to be carried forward for o period of 4 years thevefore only losses relating fo the vear 2014 and afi
farward. Smee the computed 1ax prafit is negative there is no tax liability for the period

10, ORDINARY SHARE CAPITAL

Authorised:
5,000 ordinary shares of E.shs.20 par value each

10000

100,000

lssued and fully paid:

% 000 ordinary shares of Kshs 20 par value each
| .00 orcinar

100000]

100,000
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11 PROPERTY, PLANT AND EQUIPMENT

COST OR VALUATION | 1
—._-._—.___'___‘—‘l—__' - ——
Aty L2017 12558871 | 12400587| 7427315 | S548000 236,240,843
i — 780,360 1,970,351 | 15,057,329 |
e — | =}
T e N3 XY <
M June 307073 - - - : -1 3950950 4,950,950

- W“Rﬂmn:m 23| 560385 Saiea50 12558871 | 13,150047 | 19.391.905 260,249,132
I |
Al _"—_——--—-._-————._.-—.m_...____._ — e e |
lﬁ‘hmé;-f::? 48,639,103 =1 B5310.716) | (11,440,080 (LI62437) | (3.159.335) =1 (109,711 563)
M {6524 321) - | GTS68) | assen | s (1490213 116,163 840}

: =1 (16.728.017) 1,260,981 ! 1
ae (618,369) (18.607.527) |
"'_“'"—'—'—-—-—_.N; ;'o:‘}:i'wz [ (32.963.425) (16,728,077 (43.310,334) 8925726 | (12387443 (1.268,323) | -| (144,483 325, |

1 —
L1 i) 1
-'i‘\i June 30, 2015 10325364 | 66912309 | isamany 633,145 593504 | iza230m3 | Sl
COST OR VALUATION
AL July 1, 2016 SB.576.554 9,386,435 ALM1211 | 1 9ekET) N216ss| I3 B s
Yuly . ; i 33, 363307 | 3335438
g _’:éﬂ_m_f-:: 5,307,690 2 10,248 507 590,000 LUESR T — 300815 | sgioogs | — 12304540
g —t ]
Wil =) IR ———— = = = -
'\'i -

“E-r':-."'f";_-_?j_l_‘{___ 63,784,244 9,386,435 S1,389.808 | 12,5584 12400587 | 7627319 | w3000 245,627,287

- 2
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r Water ani Sanitation Services Company Limited

DEPRECIATION
At July 1, 2006 (38,540,030 | (9.386,434) (28.715,864) | (10906934 | (10,032,100) | {4.431.447) ] - | (1ox012.810)
| Charge for the year (5,732,447) - {5,871,654) 533,146 |  (1.130327) | (727.78%) | [13.995.362)
_Charge for grants (2,227.419) - {862,405) - - -] - (G.om0828)
At June 30, 2017 (46.639.103) | (9.386,434) | (35310,716) | (11,440.080) | (11,162427) | (5.159.235) | - | {119,097,996)
_NET BOOK VALUE |
At June 30, 2017 17,145,140 z 16,079,093 1,118,791 1236160 | 2,468,084 | 88,450,023 | 126,529,200 |
12 INTANGIBLE ASSETS
COST
At July 1 5,233,996 §.233.506
Additions - -
Disposals = -
’11..:-: 30 5,233,596 5,233,590
AMORTISATION
At July 1 (5,232,540} (5,084 595)
Charee for the year - 1147.945)
Disposals - £
| Impairment loss__ - -
At June 30 (5.232.540) (5,232,340)
r::'r BOOK VALUE
t June 30 1056 |

The saltware is fully amortized

and the company 15 i the process of acquiring a new ERP



Nakuru Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
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13 LAND AND BUILDING

12,077,105 81101010 93,178,115 |
37,923,595 37972 595
(note 16) = - -]
81,101,010 131,101,010
(7,692.303) (8061, 758) {15,754.101)
(1,782 051) 23,053 | (2,605 144)
{m@.ﬁ] {ﬂ,ﬁ&-ﬁ,ﬂﬂ]] {18,659 245
1
41,025,646 71,416,119 112,441,765 |
At June 302017 42,307,694 73,039,21) 115,346,908 |

The company land, Nakury Municipality Block 427 along government road was on 25" 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 Kehs 37,922 895
mimmhﬂufww ThBuﬂdhpumwuqummHuduiﬁceHuckauﬂcmmi Zone offi
Govenment Road Nakury Municipality Block 4/27.

ce along

Sk aul FLES

joday [¥RUUY
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/ 14 INVENTORIES

oo and stationery 18023437 21,634,535
18,023,437 21,634,535
These relates to water chemicals, water fittings, and office stationery.
15 (a) TRADE AND OTHER RECETVABLES
Trade receivables T97.130.515 TR 467 212
Less ision for bad and doubtful trade receivables (162.456.714) {162,504, T66)
Net trade receivables & 604,673,801 346,662,766
Other Receivables
Deposits and 10,474 200 10474300
VAT recoverable 93,807,990 91 164,160
ivabl 73811 HEIE
M{ m-.cxrc:olei v nl:::s 271293 1136267
Water deposit for NAWASSCO facilities 29,700 249,700
Cash collection by Posta 51,598 284,895
Mpesa receivable from Safaricom 219,697 Ml,zﬂ
| Accroed imerest on fixed Deposit 1,180,833 5206250
Total trade and other receivables TI0,483,930 654,677.642
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I5(b) STAFF RECE IVABLES

75,811 44,319 |
75811 44310 |
(75.811) 44319 ]:
Amounts due afier one 0 [
16 BANK AND Casy AND CASH EQUIVALENTS
Cash at bank 47251 416 61,298,328
Cash in hand - -
Total 47,251,416 M,:mzs_[
The bulk of the cash at bank wis held st Cooperative Bank of Kenya, the company’s main bankers.
Detailed analysis of the cash and cash equivalents
L.“.-_!.E-',grﬂnt aceount 11485944 8,183 960
" -openative bank (Revenue A/C) 1 01 lm“gm 20083921 10,315,983 |
“rative bank (Expenditure AC) | 0113608 : IV
2
|z & 30
- = =
222
iz 22
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MNakury Water and Sanitation Services Company Limited
Annual Reports and Financial Statements

For the yvear ended June 30, 2018
(L] Transactions with reluted Parties

The company was previously owned b:rHudeﬁanctumicipucum:uammnndmuyumdhyth:c-mynmmmor
Nuhnmﬁmmmuberwudmmrdwdmﬁ Water and Sanita; 1oes imited
st g i i B e akiru and Sanitation Services Company L imi through commaon

i 10 related
23,684 930 27,151,649
23,684,930 27,151,649
18,348 636 17,959,632
18,348,626 17,989,632
6,527 381 6,233,993
857,148 857,148
7,384,529 7,093,141
iv) %nﬂqhﬁmﬂﬂnm sale and purchase of
Non-current recervables from defunct Municipal Council of Nakuru 215,703,436 215,703 436
1Lwngr\mvm of Nakuru 58,457,171 59,515,296

) Assels and liabilities transferred

am t‘nn'lw
LA, TUNREN
b

erE TR L
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Fur 2%

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, certsin operational assets and liabilities were assigned by the Director of
Water ~Ministry of

WMRmMmmmmwmmmmmlmmmmumﬂgmm
443 091 806 while the operational liabilitics included amourits due to National Water Corporation Kshs 168,490,370, KPLC Kshs
45,108,015 and employees statutory deductions Kshs. 11, 707,446 all amounting 1o Ksh 225305830 were assigned 1o the

furlhcﬁmebein;sd:jmmmmnvﬁmlhTm—Mhimumewmmwﬂm
smounting to Ksh 217,785,976 were included as a reserve in the Financial Statements.

The company on 16 June 2011 wrote 1o the Rift valley Water Services (RVWSB) requesting them to Negotiate on its behalf
with the Mimistry of Water and irrigation, Ministry of Finance and National Water Conservation and Pipeline corporation to write
off the liability of Kshs 168, 490,370,

Further the company on 23 June 2011 and l?mmlﬁmmwmwmwmﬁudﬁhmw
the Kshs 45, 108, ﬂliwmmwwmwlsmwwﬂu. On 26® July 2011 Kenya Power responded that
mmlnunirm&mmmmmnﬂﬂﬂﬂwmwhmmm&ﬂﬁmmmhﬂhIn
x-i:wncrlhcKnﬁnl’mrﬁpmﬁe,ﬂ:ﬂasrdnfniwmmlwdlhﬂlhmhnﬂmmuﬁmumnrm
Transfesred to the Company ai inccption, Adfter the adjustment the Non -current accounts payable reduced to Kshs 180,197 815 as
wi 30° June 20117 while the reserve of assets transferred increased to Kshs. 262, 893,991

Long term liability movement ms 07
National water Corporation 168,490,370 168,490,370
LAP trust - 6,145,100
NSSF 256043 2362345

124052 815 18027815

19) GRANTS FROM WATER SERVICES TRUST FUND (WSTF), SUWASA/USAID, VITENS EVIDES AND CGN

33
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i) Froject funded by WETF

WETF-Rhonda Project
WETF-Kaptembwa Projes
WSTF-London Manyani
WSTF-Free areaKirating
WSTF Projec Mzee Wanya
WSTF P oject P j
Githin

n Services Company Limited

9,996 793 12,496,242 |
9,463,239 11,828,796
10,920,137 13,101 625
12,193 587 14,822,203 |
12,145,102

14,797 498

2,559,574 3,199.218
5,725 6,564,737
6.92% 032 8082 522
3.322,093

10.088.516
(110,004

(10,248 £74) =

67,894,907 94,981,656

Cast 11,137 11,137

Accumulated I (10,738 520) 8.511.10
for the (398 356) 2337419}

Totals funds 2i) 398,576

25% 34

- = E

Z22

REZ

L3



akury Water and Sanitation Services Company Limited
< snnual Reporis and Financial Statements
’ For the year ended June 30, 2018

/ (i} Water Equipment by Vitens Evides
r Cost

. 4312027 4312027

Accumulated Amortization (3.435.150) (2.572.745)

| Charged for the year {862 405) (862 405)

Totals funds 14,472 876,877
{i\ri Water Fiuiimeut bi Vitens Evides -

Cost 4,950,950 -

Charged for the year (618,869) =

Totals funds 4,332,081 E

20 INVESTMENT -FIXED BANK DEPOSIT

|IPri1:|cip_uI fied dcpu:.l'll l I 1mlmml -1 m_mo,onul | ||

Accrued interest on fixed deposit 1,180,833 5206250 |

The company on t"mmznmmxmm,m,mimmwucmwa;nkmmmoﬂum The
fixed matured on 1"Domtbcr:ﬂﬂ.ﬂnmnwm-hvﬁwdKﬂmlﬁﬂ,ﬂﬂﬂ.ﬂﬂﬂm4‘lm!ﬂlﬂincoupmmwbmkﬂimmor
10.9%% which willmmm-t“‘)miﬂl!ﬁwwhiclﬂhcmpmyhnmmdmimhmmmmhm‘mzﬂllm

| 1,180,833

[ 21 CONTINGENT LIABILITIES
The company has no contingent liabilities in respect of bank, guarantees and other matters arising in the course of business
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At 30" Junc 2018
Receivables from_exchange transactions 710,483,930 142,452,932 568,030 995 -
| Bank balances 47.251.416 47251416 - .
Total 757,735,346 189,704,348 568,030,998 .

At 30™ June 2017

Receivables from cxchange triensactions 654677642 o = 3
| Bank balances 61,298,328 61,298,328 . z

Total _ 716,975,970 61,298,328 = =

The entity hus significant concentration of eredit risk on amounts due from the County Government of Nakuru
The board of dircctors sets the company’s credit policics and abjectives and lays down parameters within which the various aspects
of ¢redit risk management are oporaied

Liquidity risk management

Uiltimate responsibility for liquidity risk management rests with the entity's directors, who have built an appropriate liquidity risk
management framework for the managemet of the entity’s short, mediom and long-term funding and liquidity management
requirements The entity manages liquidity risk through continmous moniloning of forecasts and actual cash flows

The table below represents cash 1 rider non-derivative financial Habilities by their remaining
contractiial maluritics af the reporting undiscounted cash flows.  Balances

due within 12 months equal their camying

ows pavable by the company o
date. The amounts disclosed in the table are the contractual

halances, as the impact of discounting is not significant

37
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(i) Li

42233 449 45,562 863 439,367 674 530,163,957
250,000 875,000 76,976,040 78,101 040
382,500 S z 382,500 |

- - 1050922 1,050,932

11,660,667 - z 11,660,697

- 381,575 z 381,575
— SLE2GG6| 49810 4as | SITJM636 | 621740720 |

24,557 821 41,215,184 350,583 676 426,357 160 |
300,000 1,152,500 69976758 71429358
382,500 : - 382,500 |

10,268,570 18,430,401 = 28608971

35,508,891 60,798,085 430,178,413 526,525,389 |

{iii) Market risk

Thabnmihuputinphm:lnhwwilfmcﬁmhminhmlmﬁrgﬂmﬂskrlnedhyﬂmenl'rtymnnmgodrghasis.nn]m
and test the design and cffectiveness of its internal accounting and operaticnal controls

i arsing ] i i ity pri i hich will
Market fisk i risk ﬁ'omclﬂllﬂ.ﬁlnmrkﬂmmmhmlmmm,ql!uypnmmdﬁxe!gnu:hm;:mw :
affect mzs:ﬂ::;):m or the value of its holding of financial instruments, The objective of market risk management is 10 manage
and control market risk exposures within acceptable parameters, while optimising the return. Ovenall respomsibilin for managing
market risk rests with the Audit and Risk Management Commitice.

: LT nance i f detailed risk monagement policies (subject to review and
The co 's Fi Department is responsible for the development of d r |
opproval by i:-h: and Risk Management Commitiee) and for the day 1o day implementation of hose policies.

A
uy
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o There

has been no change 1o the entity’s exposure to market risks of the manner in which it manages and measures the risk

(a) Interest rate risk

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

The company’'s interest rate risk arises from bank deposits. This exposes the company 1o cas

risk exposure arises mainly from inferest fate Movements of the company's deposits.

Management of intorest rate risk

To manage the interest rate risk, management has endeavoured 1o bank
b Capital Risk Management

The objective of the company’s capital risk management is to safeguard the Board”
capital structure comprises of the following funds:

p result of changes in interest rate levels
b flow interest rate risk. The interest e

with institutions that offer favourahle interest rates.

5 ahility to continue as & EOing concemn. The entity

Revaluation reserve 37.922.89% 37.922 895
] Retaincd camnings (14,984,396} (24 409,442
[ Capital reserve 335,221,050 359251100
an Tunids 358,159,549 372,764,553

23 INCOPORATION

The entity {5 incorporated m Fenya under the Kenyan Companies Act and is domiciled in Kenya,
14 EVENTS AFTER THE REPORTING PERIOD
There were ho material adjusting and rion- adjusting evems after the reporing peripil
25 CURRENCY
The Financial statements are presented in Kenya Shillings (Kshs).

39
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues mised by the extemnal auditor, and management comments that wers provided to the auditor, We
have nominaied focal persons 1o fesolve the vanous issues a5 shown below with the associated time frame within which we expect the

issues to be resolved

Thm:rmumu.nmm? We concur with the ohiereation. Chur curremt |
seported roceivables and prepuyenemts balssce of il syviem how o previgim for debior's | Jmmes M Not Resolved | Jung, 2019
Kby 654, GTT642 = supported by note 13 1o the mavemenl schedle and ape analisis, However, | Gathairg
financial stsements Nole 15 10 the fingncial we gow I the process of spgrading the natem o
Exlements reported gross trade receivables balance of Inonparate the mhorw repom, Commezeial
Kshe 709967212 an a1 30 June 2017, The roceivables The Company ihas developed o drafl of credts | Manser
compriged live, deod and ‘mepended sceoumes as comirod pricedunes and policies manual w gide
tabudaled below, i it managennenr, The droft wil] be apprved |
[ Status | Amoun ! by the Board during the coming retreat fn duly,
E79 KA
As regands the recowerability of the debiors from
the recandr, iy deod socowed of KikaZdlm
inclidey KihellSo owed by the defanct MOCN
which @ wer i be seifed by the Mot
Government ar  shmitedd By fie  definer
Tramaitice A
The live ocoounts Kshe3dim relmte casiomers 1
with debey dating bock e the tme when the |
under the former MOUN wiich are Im digpure. The
fmuhﬁﬂmﬁr:‘-"ﬂ"ﬁ:’r
- Criiomier o sy LT
polcy wich may ffct cash ln a rofsliy a5 | itomss cms anlf ey |
|xmﬁrﬂnm»mchmm The lwe occounis ol tchale the Coumy e s —

2%%
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hatance of Kyhs 684,677,642 23 st 30 Jung 20607
oot e Eomeernmet Kake R winel we are sere will be

Cither Matter
10 on-Roveaus m:.-hlc'-npq-prm m_m'gf!l.ﬂ_mdun*mﬂﬂ
ater (NRW) _ﬂ?ﬁiw*wd’wwml mm.ﬂ#f;hmmm Kinymijiai s s
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ETIRNY | o wn The Company kv @l pul In o mumber af
mﬂ"_ mtaares o recher LW The meamner inciade
- :.:, !:E‘ lepan OF verrinay watars in Eaiers Zong
T _R-,.ﬁ-'ﬂ o Linktte @ from Northern and Southerm Tone,
L e After the toltion we will be able i corry our s
= ﬁﬁ baveltne nerves of the EEW In those e areis

ond ichirem the couer D oo moin Zones
Cermral und Wesiern Zomes hove alreody Seon
Lanwenewd ol rervisanicn eriohltehed ar Froekoldd
Flomingn,  Kimat  Fangani,  Lideview,
Rocetrack,  Mwordt, Bhomde  Borrw  and
Kopeembn,  Kendands, goad Shbooh  ernancs
Theis wqome madel wall b cpplied ol e other
3 g Lones. Perk Fang
v been sigred with the Zone Masagess md
the mggl i the somer with @ farger of Fechacing
the NRWF dor bor heam 25%

The cowmpany iv i dhe provess af introduging
emarr mesers (ol bull o conaumer merers)
Thexe mekers by accerals  privmance
recovrding which will mbfeees meter seading
inmcowrecies el sherrby rrchace the comenerial
| i o plm D AR

The  company .

| erdumcemen ecomd oew pnannimg Easiorn
5 n Zosdr and the otier ome i Cenienl,
\ W, aed Norskern Zooer with she prisary

ke malpractions @l atra mypest L
conmeners s @ 10 adkdvees the

I. fomai cesn of empliying o

The compom & in proce

Grorpanial fafrseuion Seiem (UR3 Anatisd

wiho will map il our watec metwork with o Vew

| o udenifing leats_ s bt o @ sl |
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s ol peiamdg o them carapatly s an |
| 1 o Bring the wmcrounted for waner Jorliiw
ey five 1IN periem

| f bl #he compoety plam fo warf presmury |
| HWMWW#JMMM
of JICA 30 a5 f0 acdvess physical Ruiee
| Wik all the above memures which A bees

pu i’ ploce over et lle compeTy has Beer |

able ro redhce LIFW aohieveng 41% i O

‘ BER i MLENE emd NN e JOJGIT.TRe
company’ har planmed fo s hine 2% o ardowr
9% by emd o 208 aid 2018 19, fEmancial
vars respeciivelr |
Signed By
£ .
s D
JAMES N, GACHATHI JOHN K. KIMANI
CHAIRMAN OF THE BOARD

MANAGING DIRECTOR
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