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I. KEY CORPORATE INFORMATION

Background information

The Nairobi City Water and Sewerage Company Ltd is incorporated in Kenya under the
Companies Act of the Laws of Kenya. It is a private limited liability Company domiciled in Kenya.
It is wholly owned by the Nairobi City county Government, although its services have been
transferred to Nairobi Metropolitan Services (NMS) under the deed of Transfer of functions
between NCCG and National Government for 2 years w.e.f March 2020 to Feb-22. Further to
Article 9.1 of the Deed of Transfer of functions, the period was extended for a further six (6)
months to expire on 24th August with handover period of 3months.

PRINCIPAL ACTIVITY
The Company provides water and sewerage services in Nairobi and its environs.

Our Vision
To be a world class provider of water and sewerage services.

OQur Mission

Provide reliable quality water and sewerage services in an environmentally friendly manner that
delights customers within Nairobi City County.

Qur Core values

Accountab ty
Customer Focus
Commitment

Creativity and innovation
Integrity
Professionalism
Teamwork

YVVVVYVYYVY
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DIRECTORS

The Company’s Board of Directors is appointed in accordance with the provisions of 1
Companies Act, Laws of Kenya. The Board of Directors who served during the year was
appointed on19th July 2019 by the shareholder.

© 1. peryl Lilllan uKumu udinga { Chairperson t AppOINTea on 2y™

U S . e uly2019
- 2. ! Timothy Maceru Muriuki | Vice-Chair Appomted on29th
| 4 1] uly 2019
3. Leonard M KambaKiiti. ~ : Member - Appomted on 29th
i ' . July 2019
Appomted on 29th
: July 2019 and retired !
i onT7thFebruary 2022
+ S, Martm Kuruga Mbichire . Member M Appomted on 29th
o O nayao
| 6. Mohamed Abdi Abdullahi ' | Member . Appointed . 29th
é i ¢ July 2019
Appomted on 29th
: . July 2019
‘8  Allan Igahl'bi’E-sabw‘éw - Member Appomted 7th Aprll
; f f £ 2020 E
_ Appointed 6" January -
2021 and retired in
. . February 2022
| 10. : Jairus Musumba W;UMémber - Appomted on 6th
: 5 ' : January 2021 retired

[ 4. | Karen Njeri Nyamu - é;'Men'ibé;r

7 Emmah Mukuhi Muthoni - ?Mefﬁl')”é'r' -

9 | Mohamed Abdi Abdirahman Member

3 .: ; ' -, 5thluly2021

11. : Abdihakim Kahiya - - Member Appomted 5th July

12~ K.Mario Kainga | Member Appomted March

R .. 2022

:. 13 Eng'. Nahason M.MuAg»u.na v - . Managing Director Appomted 27t May
: l 2020
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Primcipal Place of Business &
registered Office

Kampala Road, Industrial Area

P.O. Box 30656 — 00100, Nairobi, Kenya
Email: info@nairobiwater.co.ke
Website: www.nairobiwater.co.ke

Bankers

Co-operative Bank of Kenya Itd
Enterprise Road Branch

P.O. Box 67881- 00200, Nairobi, Kenya.
Equity Bank (K) Limited

Equity centre, Hospital road, upper hill
P.O Box 75104-00200 Nairobi, Kenya

Absa Bank of Kenya PLC
Absa Headquarters, Waiyaki Way
P.O Box 30120-00100, Nairobi Kenya

Citibank N.A
Citibank House, Upper Hill Road

P.O Box 30711-00100, Nairobi, Kenya

NCBA Limited
NCBA Centre, Mara & Ragati Road
P.O Box 44599-00100 Nairobi, Kenya

Sidian Bank LimitedK-rep Centre,
Kilimani Road :
P.O Box 25363-00603 Nairobi, Kenya

vi

Bankers (Continued

Diamond Trust Bank Limited
Diamond Trust House,P.O Box -
00100 Nairobi,

Housing Finance
CorporationRehani House,
Kenyatta AvenueP.O Box !
00100 Nairobi, Kenya

088-

Ag. Company Secretary
Assumpta M. Reuben
P.O Box 30656-00100, Nairobi

Principal Legal Advisor
Attorney General

Auditor

Auditor General

Office of the Auditor General
12th Floor, Anniversary Towers
University Way

P.O Box 30084-00100, Nairobi,
Kenya.












Nairobi City Water & Sewerage Company Lic
Annual Report and Financial statements
For the yaar ended 30M June 2022

III. KEY OFFICERS

In line with the Company’s governance documents, the Board delegates the day to day operations
and management of the Company to the Managing Director.

Structurally, the company is headed by the Managing Director, who reports to the Board of
Directors. The Managing Director provides overall leadership and chairs the Board of
Management which comprises all heads of directorates of the company as follows;

D ILILE. INAI1ASON 1YL, vianaging pirector
. B 5
‘ Muguna

fMomch Tuli  Ag. Director Human
i Resources and
Administration

ks

. Paul Evans Omondi  Ag. Director Financial

Services & Strategy

‘Ing. Stephen  Director Commercial

- Mbugua services

‘Eng. Lucy Njambi ~ Ag. Director Technical

SO, Services

e Communications
Technology

“Msc (HRM), Bachelor of Arts,

Dlrectorlnformatlon&

Msc-Eng, MBA, Bsc.(Mechanical
Eng)

Higher Dip (HRM),CHRP

MBA (Strategic Managerent),B Com
(Finance), CPA(K)

MBA (Strategic Management)
BSc (Mechanical Engineering

MSc Water and Sanitation,Bsc Civil -
Engineering

‘Masters in IT, Bsc.(Computer

science), CISCO,MCP
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[v. CHAIRPERSQN’S STATEMENT ON 2021/2027 FINANCIAL
ACCOUNTS AND REPORT
Global Macroeconomic Overview

According to 2022 Kenyan Economic Survey, World real Gross Domestic Product (Gl ) recorded
an accelerated growth of 5.9 per cent in 2021 compared to a contraction of 3.1 per cent in 2020.
The growth was supported by relaxation of measures put in place to control the spread of Corona
Virus Infectious Disease 2019 (COVID-19). This resulted in an improvement in gl 1l trade as
well as increased activity in the industrial and services sectors of most economies. The accelerated
growth was witnessed across advanced economies as well as in Emerging Markets anc Jeveloping
Economies (EMDEs). The recovery in advanced economies was mostly driven by {  rollout of
COVID-19 vaccines and reduction in mobility restrictions. In the EMDESs, the rebound was
underpinned by increased domestic demand and policy support, coupled with the International
Monetary Fund’s (IIMF) boost of general reserve assets of the countries in the bloc.

Sub-Sahara African and East African Community Regional Overviews

The Sub-Saharan Africa (SSA) economy grew by 3.7 per cent in 2021 compared to a contraction
of 1.7 per cent in 2020. This growth was slower compared to the global growth which was
attributed to the onset of the second and third wave of COVID-19 infections between nuary and
July 2021, and low oil production in oil-producing countries. However, the registered grow was
buoyed by high commodity prices and increased agricultural production attributed to favourable
weather conditions. Inflation in the bloc rose from 10.3 per cent in 2020 to 10.7 per cent in 2021,
due to arise in energy and food prices. Current account balance as a percentage of GDP narrowed
to a deficit of 2.2 per cent in 2021 from 3.0 per cent recorded in 2020. The narrowing of the deficit
was mainly due to more favourable terms of trade and continued growth of remittance.

East African Community’s (EAC) real GDP is estimated to have expanded by 4.9 p cent in the
period under review compared to a growth of 1.0 per cent recorded in 2020. The accelerated growth
was supported by favourable weather conditions in most of the countries in the region which
resulted in bumper cereal output coupled with partial lifting of COVID-19 restrictions in Kenya
and Rwanda. Inflation remained more or less the same in 2021 due to stable food inflation. Current
account balance widened to a 5.7 per cent deficit in 2021 from a deficit of 5.0 per cent recorded in

2020 largely due to sluggish recovery of exports remittances that suppressed fore n exchange
receipts.

Kenyan Economy Overview

The Kenyan economy recovered from the crippling effects of the COVID-19 pandemic to expand
by 7.5 per cent in 2021 compared to a contraction of 0.3 per cent in 2020. The recovery was mainly
driven by resumption of most economic activities after the lifting of the COVID-19 containment
measures instituted in 2020 to curb the spread of the virus. In 2021, all economic activities
registered positive growths except Agriculture, Forestry and Fishing which contracted by 0.2 per

xii
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cent. Accommodation and Food Services, and Education services that had been severely affected
by the pandemic grew significantly faster than those that were less affected in 2020.

Economic growth in 2021 was supported by improved performances in key sectors of the economy
including; Manufacturing (6.9%), Wholesale and Retail Trade (7.9%), Real Estate (6.7%),
Transportation and Storage (7.2%), and Financi: ind insurance activities (12.5%). In contrast, dry
weather conditions that characterized the better part of 2021 adversely affected agricultural
production, especially growing of key crops such as maize, beans, vegetables, tea and coffee
leading to a contraction in its growth during the review period. The monetary policy stance adopted
in 2021 was aimed at accelerating economic recovery after a slowdown in most economic activities
in 2021 occasioned by the adverse effects of the COVID-19 pandemic.

Water and Sanitation Subsector Overview

The Government through the Ministry of Water, Sanitation and Irrigation has continued to
undertake significant measures to ensure increased access to safe and adequate water countrywide.
During the year under review, the Ministry, in collaboration with other stakeholders, were engaged
in providing clean water through the drilling of boreholes and maintenance of modest Water
Purification Points. The number of Water Purification Points is expected to increase by 15 from
338 in 2020/21 to 353 in 2021/22 following completion of water projects across the country
through the Rapid Results Initiative. Similarly, it is expected that 4,241 boreholes will be drilled
in 2021/22, significantly higher than 1,401 boreholes drilled in 2020/21. The private sector is
expected to account for 88.9 per cent of the total number boreholes drilled.

The National Government overall expenditure on water supplies and related services is expected
to decrease by 13.2 per cent from KSh 65.2 1 lion in 2020/21 to KSh 56.6 billion in 2021/22
financial year. This is attributed to the tight fiscal framework during 2021/22 financial year.
However, during the review period, rural water supply development funding is expected to
increase from KSh 2.4 billion to KSh 3.5 billion as the Government invests more in funding rural
water projects. Further, funding for irrigation development is expected to increase substantially
from KSh 0.5 billion in 2020/21 to KSh 1.4 billion in 2021/22 while that for National Irrigation
Authority is expected to increase by 25.8 per cent to KSh 10.7 billion in 2021/22. Total volume of
water abstracted increased by 16.0 million cubic metres to 32.3 billion cubic metres in 2021.
Surface water abstraction which accounted for 99.3 per cent of the total volume of water abstracted
increased by 23.2 million cubic metres in the review period.

Naire i City Water and Sewerage Company

The impact of outbreak of COVID-19 pandemic across the globe, acknowledged the critical
position of water sector as a key player in humanitarian emergencies responses and management.
Indeed, this amplifies the need for Nairobi City Water and Sewerage Company to be proactive in
designing and implementing effective strategies aimed at improving water and sewerage services
for posterity within the city. Thus it is vital for the company not only to sustain its strengths but

xiii



Nairobi City Water & Sewerage Company Lid
Annual Report and Financiat statements
Forthe year ended 2 Juneg 2022

equally exploit on the existing opportunities wh : mitigating on threats and focus on transforming
the weaknesses into strengths.

In the face of the global climate change threat that jeopardizes water resources both in quantity
and quality, the company is at the forefront in supporting actions required for promotic  of climate
change resilience. These include collaborating with other relevant governme  and non-
government organizations in watershed and catchment management, developing sustainable
infrastructure and learning through climate adaptive institutions. The role of research and
development in these aspects are critical.

During the financial year 2021/2022, the company surmounted a number of challenges top being
high Non- evenue Waier. The company continued to rip dividends by sustaining the re-

engineered zonal business management strategies to improve business performance including
revenue collection.

My gratitude goes to our esteemed customers, Nairobi City County Government, the National
Government agencies directly and indirectly responsible for provision of Water and Sanitation
services led by the Ministry of Water & Sanitation and Irrigation and sub-sector agencies including
the regulator, Water Services Regulatory Board (WASREB), Water Sector Trust Fund (WSTF)
and Nairobi Metropolitan Services (NMS) and other strategic stakeholders including the
development partners for unwavering commitment and support during the year. The Board of
Directors also wish to thank the management and staff for sustainability of water and sanitation
services. We urge all the stakeholders to maintain and enhance the support and collaboration under

the clarion call of ‘Water for AIl’ in terms of service access and ‘All for Water’ in terms of
responsibility.

Director
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V. MANAGING DIRECTOR’S STATEMENT

Introduction

In financial year 2021/2022, Nairobi City Water an Sewerage Company embarked on the third
year of its 5 five-year rolling Strategic Plan 2019/2020 to 2023/2024. Guided by this plan, the
company aspires to contribute effectively to both international and domestic water and sanitation
goals of provision of adequate and quality water for all by the year 2030. Albeit a host of sporadic
and frequent challenges, such as spontaneous impact of Corona Virus Disease 2019, climatic
change, low water sector investment and high operational costs, the company has continuously
evaluated its strategies to respond and align its business approaches to forestall the adverse water
and sewerage services interruptions within the city of Nairobi. Below are highlights of
performance per directorate during the review period.

Technical Directorate

The core business of the company is depended on the company’s agility in maintaining its
production chain to effectively process and deliver water to customers and eventual evacuation of
the resultant waste water. As a result, the company has in place strategies to respond to both
reactive and planned water treatment plants and appurtenances maintenance sched :s. In the
review period, the company sustained production :vel by maintaining its raw and treated water
supply pipelines, cleaning of screens at the intakes and desilting, timely reactive maintenance of
equipment and adhered to preventative maintenance schedules of plant and equipment to ensure
optimal performance was sustained. In the review period, 179 million cubic meters of water was

produced reflecting no significant difference from 179.35 million cubic meters produced in the
2020/2021.

Focused on increasing water coverage within the city, the company during the review year
extended and rehabilitated a total of 25kms of water pipeline. 13kms and 12kms were rehabilitated
in both formal and in informal settlements respectively. However, these expansions were shy by
2kms from a total of 27kms of water pipelines extensions and rehabilitations achieved in the
previous financial year, where 16km and 11kms of water pipeline extension and rehabilitations
was realized in the formal and informal settlements respectively. A total of 22.3kms of sewer line
was extended/rehabilitated during the financial year 2021/2022. 14.7kms and 7.6kms being
achieved in the formal and informal settlements correspondingly.

Against an annual target of reducing Non-Revenue Water to 36%, the company’s NRW
performance during the year under review was 46%. However, this was a significant improvement
by 4% reduction from 50.19% performance posted in the previous year.

> maintain and ensure compliance of the quality of treated water, laboratories were adequately
stocked wi necessary detergents and chemicals. Quality monitoring through sampling and testing
of both pretreated and post treated water was efficiently carried out as per schedule. Consequently,
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during the period under review, the quality of water produced complied 100% to th World
Health Organization (WHO) and Kenya Bureau of Standards (KeBS) requirements.

Equitable distribution of water to customers was enhanced through the monitoring of the four
corridors of water supply through which, an average water supply constancy of 15.83 hours was
achieved per supply-demand estimates against target of 15.89 translating to 99% achievement. The

company upheld environmental protection through planting trees and conducting security
surveillances along the catchment areas.

Commercial Directorate

During the period under review, the company continued to identify and implement suitable service
delivery innovations as well as enhancing the existing ones. To optimize on the emerging
technology and innovation, the company continued to update its customers’ directory with a view
of reaching out electronically via mobile phones and post customer bills, disconne on notices
and settlement of bills. Further, the Company has adhered to customer service charter through
follow up on customer complains resolution within Turn Around Time. The Comp y has been
enhancing migration of its customer base into the new customer management system (BASIS II).
As at June 2022, the number of migrated water connections were 241,367. Billing and meter
reading efficiencies improved during this period and posted 88% and 89% efficiencies respectively
against 81% and 83% attained in the previous year in the same order.

Human Resource and Logistics Administration Directorate

During the period, the company heightened effectiveness of staff by training. 3,583 against the
targeted 2,800 number of staff. This translates to 128% performance. This is slightly higher by 5%
basing on annual percentage comparison of 113% performance against the target in the previous
financial year. It is hoped that the staff who benefited in training will cascade the sk s acquired
to their peers and hence boost productivity during the next financial year. In consistence with the

best practices in water sector world over, the number of staff per 1000 water connections was
sustained at 6.

To create supportive work environment and ensure compliancy to Operational, Heal and Safety
Act (OSHA) 2007, the company procured and issued personal protective clothing to all eligible
staff accordingly. Owing to the impact of COVID 19 pandemic and in adherence to the government
directive, guidelines and regulations, the company provided all the staffs with masks and Sanitizers
and frequently disinfection of office surfaces was carried out as a preventive measure of COVID-

19. The company fleet was regularly maintained per schedule and fuelled to sustain effective
service delivery.

Financial Services and Strategy Directorate

There was proper budgeting and budgetary control were put in place by adhering to prudent
financial management and financial expenditure planning as per the approved annual budget of the
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financial year 2021/2022. There was great improvement in safe custody and retrieving «  financial
documents as well as effective use of the company’s funds and assets. Control on revenue collected
was strengthened, monitored and reconciled daily. Consequently, during the period under review,
the company’s revenue collection improved by 3.6% from KSh 8.6 billion to Ksh 8.91 billion
attained in the financial year 2020/2021 and 2021/2022 respectively.

Planning was effectively conducted through annual monitoring and evaluation of various business
units against set targets as envisaged in the annual plans. During the period under review, Quarterly
Performance Contract and Water and Sanitation Services Improvement Project (WaSSIP) data

were compiled and submitted and annual Water Regulatory Information System (WARIS) data
was as well timely submitted.

Information Communication and Technology irectorate

In order to deliver efficiently, the acquisition of computer hardware and software was enhanced
and the ICT usage and uptake enhanced. During the period, the company enhanced tre  ing of the
users on the newly acquired system, BASIS II and upgraded Mobile Meter Assistant (MFA) to
Utility Master (UM), an ICT application which has since improved meter reading efficiency to
89% during the period of review from 83% posted in the previous year. To ensure security of data,
Offsite Backup, Data Replication (DR) and Cloud Backup implementation was sustained. In this
regard, Oracle Financial and Mail are being replicated to the offsite DR center to sustain data
security. Research and Development activities were sustained, a research task on staff satisfaction
and perception survey was concluded during the period under review. This survey indicated that
the company’s staff satisfaction level is 76%.

Legal and Company Secretary’s Services Directorate

The Company upheld good practice of corporate governance. The Board of Directors which
constituted of 11 members conducted their business to deliberate on policy matters. The company
ensured that there was regular backup on all the important documents and were safely kept. A
performance evaluation of the board was conducted during the period under review.

Managing Director’s Directorate

There are seven departments (NRW, Security, Quality Assurance, ISO, Supply Chain, Corporate
Affairs, and Liaison Office) that are directly under Managing Director. Performances of NRW and
QAD are highlighted above under the technic: directorate and the Liaison office 1 jorly deals

with coordination of Board of Directors’ activities highlighted above. The performance progress
of the rest is highlighted below.

Corporate Affairs
The Company enhanced collaborative partnership and network with various stakeholders at

National, International and Regional levels. During the period under review, the Company
participated in Water and Sewerage Sports Organization (WASCO) games in April 2022 held in
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Kisumu. Benchmarking visits were received by the Company from both local water service
providers and international interests. In addition, the Company participated in a tree planting
exercise at Ndakaini Primary School organized by Kenya Forest Service (KFS).

Supply Chain

In line with Public Procurement and Disposal Act 2015, the Company diligently determined goods
and services procured were subjected to the legal requirement procedures before tender
advertisements. All tender applications received by the company were subjectedtoter :ropening
committee and eventually tender evaluations undertaken. To ensure quality of services, works,
services and goods procured conform to the required specifications, an evaluation is usually
conducted. Procurement and Disposal commiitee meets regularly to discuss on the best method
of disposing idle assets that may exist in the Company.

Security

Company Infrastructure, Installations and offices were well guarded by the company internal
security and outsourced administration police security personnel. Security of assets was reinforced
by installed security alarms and CCTV Cameras.

ISO

Following ISO 9001:2015 re-certification during the previous year, during the period under
review, the company facilitated and supported an external Qu: ty Management Audit by Kenya
Bureau of Standards (KeBS). Arising from this audit, the observed Corrective Action Requests
(CARs) were addressed and closed. Training of staff on quality management documentation
procedures was conducted as per ISO 9001:2015.

Internal Audit and Risk Management Directorate

To continuously enhance effective performance, the Company has an internal av t and risk
management functions that check on implementation and effectiveness of policies, systems and
procedures and identifies risks and proposes on how they can be mitigated. This function reports
to the office of the Managing Director operationally but technically, it reports to audit and
governance Board committee. To enhance corporate governance, during the period under review,

the directorate carried out Corruption Risk Assessment (CRA) and submitted a CRA report
together with mitigation plans to Ethics and Anti-Corruption Commission (EACC) on Core
mandate of the Organization and on loopholes & risks in various systems in the « zanization.
Further, awareness creation on integrity among staff was enhanced and capacity building to ensure

that the entire NCWSC fraternity moved along the same direction on corporate governance related
issues.
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CONCLUSION

Am pleased to acknowledge and express my gratitude for invaluable support and collaboration by
all the stakeholders. In particular, I strongly believe that with the stewardship and leadership of
Nairobi City County (NCC), Ministry of Water & Sanitation and Irrigation and our Board of
Directors (BoD), the company will achieve better results in coming years. I also salute all the staffs
for their commitment, hard-work and determination for continuous improvement in service
delivery.

Eng. Nahason M. Muguna
Managing Director

xix
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VI. STATEMENT OF PERFOI ANCE AGAINST PREDETERMINIGID
OBJECTIVES FOR FY 202 /2022

Nairobi City water and Sewerage Company Ltd has identified seven (7) strategic themes within
its Strategic Plan for the FY 2019/2020- 2023/2024 in order to enhance the Company’s
performance and impact on its service delivery, as well as ensure growth and sustainal ity. These
strategic themes are as follows:
i.  Water Sources, Treatment, Transﬁission and Distribution

ii.  Waste Water Networks, Conveyance and Treatment

iii.  Non-Revenue Water Management

iv.  Customer Focus and Stakeholder Engagement

v.  Governance and Institutional Capacity Development

vi.  Information & Communication Technology (ICT) and other Support Infrastructure

vii.  Financii Stewardship

In the 2021/22 financial year, the Company implc  ented its third year of the current Strategic Plan
(2019/20 — 2023/24) Plan as it started recovery path from the adverse effects of COVID-19
pandemic. Overall, the implementation achievement of the Strategic Plan during the 2 10/21 FY
is estimated at 63%, a progressive improvement from 55% and 57% realized in 2019/20 and
2020/21 respectively as detailed per theme in the table below. During the period under review, the
Company submitted KShs. 312 million proposal for the Financial Recovery Plan (FRP) which is

the second phase of COVID-19 Conditional Liquidity Support Grant (CLSG II) funded by the
World Bank.

Table 1: Three Years’ Implementation of 2019/20 —2023/24 Strategic Plan

FY FY FY
2019/2 12020/2 | 2021/2
Themes 0 1 2 Remarks
THEME 1 -WATER
SOURCES,
TREATMENT,
TRANSM ;SION
AND Exploring funding through PPP
DISTRIBUTION 50% . 34% 55%
THEME 2-WASTE !
WATER
NETWORKS, 3% | 46% | 48%
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FY FY FY
2019/2 12020/2 | 202172
Themes 0 1 2 Remarks
CONVEYANCE
AND TREATMENT
¢ Funding through AWWDA from
French Development Agency
(AFD). Procrement in Progress.
THEME 3-NON- e NCWSC have actively ,
REVEM EWATER | 467 | 36% | 33% participated in identification of
the areas, planning and joint
missions. :
e Exploring funding through PPP
THEME 4-
CUSTOMER There has been upgrade of the Customer
FOCUS & Complaint resolution tool with
STAKEHOLDER implementation and review of various
ENGAGEMENT 2% 82% 73% | workflows
THEME 5-
GOVERNANCE ‘
AND CAPACITY
DEVELOPMENT 64% 39% 73%
THEME 6-ICT &
OTHER
INFRASTRUCTURE 48% 75% 77%
THEME 7- Revenue collection was 1argely affected
FINANCIAL | by COVID 19 restriction during the
STEWARDSHTP 74% gaoz 63% | period.
All service delivery was affected by
OVERALL indequate funding and external issues
IMPLEMENTATIO \ like COVID 19 and climatical change
NSTA JS 55% 57% 63% | etc.

The Strategic Plan is implemented through the annual Performance Contracts (PC) and the work
plans. During 2021/21 FY under review, the implementation of PC was 89% as detailed in the
table below which also shows quarterly performances. The performance in the PC is higher than
the overall achievement in Strategic Plan as the former has targets that the Company has control
of while the latter contains targets mostly relying on external factors, for instance 76% of the

overall financial requirements in the strategic plan are from external sources.
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Table 2: Summary of 2021/22 Annual and Quarterly Performance Contract Achievement

% Performance Performance Grade
Period
Q4 (April 2022 — June 2022) 95% Good
3 (January 2022 - March
@ ( Y 87% Good
2022)
Q2 (Octt er2021 —December
92% Good
2021)
1 (July 2021 — September
QL (uly P 30% Good
2021)
Cumulative (July2021 to June
89% Good
2022)
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VII. CORPORATE GOVERNANCE STATEMENT ON THE FINANCIAL
STATEMENTS FOR THE YEAR ENDED 307" JUNE 2022
The Company is committed to the standards of good corporate governance. The >llowing
disclosures aim at emphasizing this commitment.

ROLE OF THE BOARD
The Board is responsible for:
e Establishing the strategic plan and guiding its implementation.
e Ensuring that appropriate management structures and policies are in place.
Approving performance targets including budgets and monitoring their achieve ents.
Ensuring preparation and presentation of the annual financial statements in  cordance
" with International Financial Reporting Standards and disclosures of oth  relevant
information to shareholders.
Identifying and mitigating risks and overseeing the implementation of governance
processes that promote compliance with legislation, professional standards and the best
corporate governance practices promulgated by relevant authorities.

COMPOSITION OF THE BOARD

The Board is composed of eleven non-executive Directors who are appointed by the shareholder
in line with applicable provisions. The Board members elect the Chairman. The Managing Director

is ex-officio member of the Board with no voting rights. All the non-executive Directors are
independent of management.

Roles of the Chair and the Managing Director

The roles of the Chair and the Managing Director are separate, with each holder having distinct
and clearly defined duties and responsibilities.

The Chair is responsible for leadership of the Board and ensuring its effectiveness while
safeguarding the interests of the shareholder and other stakeholders. On the other hand, the
Managing Director has overall responsibility for the performance of the business and provides

leadership to management to facilitate successful planning and execution of the objectives and
strategies agreed by the Board.

Board meetings/activities

The Board and its committees meet once every quarter as scheduled, but special meetings may be
called when need arises. The members are given notices and agenda for all meetings, which are
circulated on a timely basis together with the respective documents for discussion. Members of
the Board are required to declare any conflict of interest on issues for deliberation and are
disqualified from participating in deliberations where such conflict exists.

Board remuneration

1. The directors are entitled to a sitting allowance, lunch allowance and transport allowance

for attending a duly convened and constituted meeting of the Board meeting or of any of
the committees
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Key achievements for FY2021/2022

Focus for the Board’s activities and topics discussed during the year included the following
matters:—

i.  Consideration and approval of the draft budget for FY2022/23
ii.  Consideration and approval of financial statements for ¥¥2020/2021
iii.  Consideration and approval of draft procurement plan for F¥2022/23
iv.  Recruitment of functional directors
v.  Continuous monitoring of performance against approved targets, budgets and procurement
plans of the Company;

vi.  Participation and guidance in the ongoing tariff review;

vii.  Review of various policy documents e.g. Workplace Management of Alcohol, Drugs &
Substance Abuse (ADSA); Personal Protective Equipment (PPE); Commercial Operations
Policy; Finance policy; and

viii.  Approval of a Collective Bargaining Agreement.

Board Induction and development
Each director is provided with a comprehensive and tailored induction covering the Company’s
business and operations; the applicable legal and regulatory obligations; and special focus on

corporate governance. In addition, other workshops/trainings were held on corporate governance,
Mwongozo, etc.
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BOARD COMMITTEES

The Board appoints committees to assist in executing its mandate. The board has four
committees as follows

1

AUDET, BRISK AND GOVERMAMCE COMMITTER

The committee is comprised of three (3) board members and the Director Internal Audit and Risk
Management who serves as the secretary to the committee.

The Committee reports to the Board of Directors: It is responsible for assisting the Board to
discharge its corporate governance responsibilities as follows:

if)

o Internal Control and risk management including reviewing the risk philosophv, strategy
and policies recommended by the Company. The Committee ensures com'  ance with

such policies and with the overall risk profile of the Company.

Reviewing financial information in particular annual financial statements to ensure

compliance with accounting standards, legislation and other disclosure requirements.

Reviewing the external auditors’ proposed audit scope and approach and «  suring no

unjustified restrictions or limitations have been placed on the scope.

Reviewing the function, operations and reports of the Internal Audit Directorate

C

FINANCECOMMITTEE

The committee is composed of 3board members.

The Committee assists the Board in discharging its responsibilities as follows:

Consider and recommend for Board approval, the financial services poli s for the
Company.

Receive and consider progress reports on financial services matters.

Consider and recommend for Board approval, the financial budgets for the Cc  pany.
Receives and considers periodic financial performance reports of the Company.
Adjudicates on any financial policy matters referred to it by management.

Ensures compliance at all times with the provisions of the Companies Act under which the

Company is registered, Company’s Memorandum and Articles of Association and the
prevailing regulatory framework

Provide advice and counsel to the Board as required on legal issues.

Advise the Board on measures to be taken in order to comply with legal provisions as
provided for by various pieces of legislation

iii) HUMAN RESOURCE, ADMINISTRATION AND COMMUNICATION COMMITTEE

The committee is composed of six (6) board members. It is responsible for assisting the Board to
discharge its responsibilities as follows:

Reviewing and recommending for approval terms and conditions of service for Company

employees including compensation philosophy, strategy, and guidelines; performance
related pay schemes; retirement benefits;
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Handling policy issues and strategies on human resource and administration e.g. creation
of a long term human resource skills and competency reservoir; succession plant g safety
and physical working conditions

Assisting and supporting the Board in the recruitment of senior management staff;
Assisting the Board in fi illing its obligations relating to human res rce and
compensation matters and establish a plan r continuity and devi )pment of staff;
Recommending a performance evaluation process for the Chief Executive Officer and,
when approved, leading the process in conjunction with the Board Chair;

Reviewing major changes in the organization structure as proposed by the CEO and/or the
Committee

Ensuring that policies are developed and implemented to comply with all human resource-
related standards, laws and regulations;

Considering progress reports on human resource and administration issues and keeping the
Board updated on fundamental human resource and administration issues affecting the
Company;

Ensuring effective company communication to the public that promotes correct corporate
image and good stakeholder relations including the use of exhibitions, technical
conferences, Company’s publications and documentaries.

TECHNICAL, COMMERCIAL AND [CT COMMITTER

This is composed of seven (7) non-executive directors. It is responsible for assisting the
Board to discharge its responsibilities as follows:

Reviewing all ICT, technical and commercial proposals from the management team that
focus on improving water and sewerage services that would require Board’s approval for
implementation.

Subject to all applicable laws, reviewing proposals for procurement of infrastructure,
development and support.

Deliberating on progress reports for projects being implemented by the NCWSC with a
view to providing guidance to the management and the Board.

Considering and recommending for full Board approval ICT, technical and commercial
services policies of the Company.

Receiving and considering periodic progress reports on technical, commercial and ICT-
related activities and report on the same to the full Board on quarterly basis.

Giving guidelines/opinions to the management on areas of improvement as far as ICT,
technical and commercial activities are concerned.

Ensuring, on behalf of the Board, that the Company achieves the set annual targets in water
production, water distribution, revenue generation, market growth and customer
satisfaction.

Reviewing the performance of the T, Technical and Commercial Directorates and
recommending action to be taken for improvement and enhancement of the performance.

Evaluating reports on the dams, treatment works as well as on the networks of water
pipelines and sewer lines on a quarterly basis.
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INTERNAL AUDIT FUNCTTON

The Company has an Internal Audit function headed by the Director Internal Audit and Risk
Managem¢ . The function is responsible for evaluating business and operating risks and the
internal controls put in place to mitigate the risks. It is also responsible for evaluation of the

Company policies and procedures. The function reports to the Board Audit and Governance
Committee and administratively to the Managing Director.

COMMUNICATION WITH SHAREHOLDERS/STAKEHOLDERS
The Company is committed to:

¢ Ensuring that shareholders and stakeholders are provided with full and timely
information about its performance.
¢ Complying with the statutory and regulatory communication requirements.

e Distributing information to the shareholders/stakeholders through the periodic reports
and stakeholder forums.

DIRECTORS’ BENEFITS AND LOANS

All the non-executive Directors received Directors’ remuneration as prescribed and no additional
benefits or allowances were given to the Directors. The aggregate amount of Directors’
remuneration is disclosed in notes 15 and 31 to these financial statements.

. ,.\“"{\
DIRECTOR DATE: '\L\\" SEPTEMBER 2022

// )
MANAGING DIRECTOR ~——%~ DATE: 1 SEPTEMBER 2022

e
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VIIL. MANAGEMENT DISCUSSION AWD ANALYSIS

Company Profile

Nairobi City Water & Sewerage Company (NCWSC) Ltd mandate is to provide clean water and
sewerage services to the residents of Nairobi City County, in a financially sustainable manner and
within Government regulations and reaches her customers through seven administrative regions,
namely Northern, Eastern, North Eastern, Central, Southern, Western and Informal ttlements
region. These regions are further sub-divided into 28 sub-business units (zones) and s -zones.

Structurally, the company is headed by the Managing Director, who reports to the Board of
Directors (BOD). The Managing Director provides overall leadership and chairs the Board of
Management (BOM) which comprises all heads of eight directorates of the company namely;

i Technical Directorate

il. Commercial Directorate

iii. Finance and Strategy Directorate

iv. Directorate of Human Resource and Administration

v. Managing Director’s ‘irectorate

Vi. Information Communication and Technology Directorate
vii.  Company Secretary

viii.  Internal Audit and Risk Management Directorate

Under the above named directorates, the company structure is reinforced by several business

process units which are headed by respective Business Process Owners (BPOs) with a mandate of
overseeing actualization of the company mission.

Broadly, the company operations are anchored on strategic business plan which is normally
designed to resonate with the international development frameworks like Sustainable
Development Goal (SDG) number six, Kenyan economic blue print -Vision 203 2015 National
Water Sector Strategy (NWSS) and Nairobi City County (NCC) water development plans and any
other existing water and sanitation sector policies. In addition, the Company’s annua erformance
is guided and monitored on quarterly basis through negotiated and signed annual erformance
Contract (PC) between the Company and its principal.
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KEY PERFORMANCE AREAS 2021/2022

Non- Revenue Water

Non-Revenue Water (NRW) is one of the key efficiency parameters in water utilities.T W levels
continue to be very high across the country. In the 14% npact Report by the regulator, the national
NRW average improved from 47% in 2019/20 to 45% in 2020/21 FY. Similarly, NCWSC
performance on NRW improved from 50% in 2019/20 to 48% in 2020/21 as per the WARIS data
validated with WASREB. During the year 2021/22, the Company performance on NI' " stood at
46% against a target of 36% translating to 78% performance. Strategies and mechanism have been
put in place in the 2019/20 —2023/24 Strategic Plan to address reduction of NRW witi 1 the city.
More resources have been allocated towards this endeavour.

Water and sewerage Connections

The size of a utility is determined by the total number of water and sewer connections. NCWSC
is reported in the impact and other sector reports as the largest utility in the Country. Over the
years, the number of water and sewerage connections have been growing. Speci :ally, the
Company is progressively enhancing migration of accounts into the new customer management
and billing system (BASIS II). The total active number of water and sewerage connections stood
at 241,367 and 184,461 respectively by end of June 2022.

Revenue Collection against Billed Amow

Collection Efficiency is used to measure the effectiveness of the revenue management system in a
utility. Revenue collected, as opposed to amount billed is what impacts on a utility’s direct ability
to fund its operations. In the period under review, the Company collected 99.6% of e amount

billed. The actual amount collected was KShs. 8.91 billion against a billed amount ol .Shs. 8.95
billion.

IX. ENY ONMENTAL AND SUS AINABILITY REPORTING

Nairobi City Water & Sewerage Company Ltd NCWSC) as mandated provides clean water and
sewerage services to the residents of Nairobi City County, in a financially sustain le manner
recognizing that environmental impact reduction and environmental conservation are crucial

priorities in order to achieve universal and equitable access to safe and affordable dri <ing water
for all by 2030.

i.  Environmental performance

The purpose of wastewater water treatment and management is to Protection of human health,

Environmental protection, Resource recovery.

NCWSC plays a key role in the wastewater management in the following ways:

XXX
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° Regulation of trade effluent discharge
° Regulation of Private exhausters
° Operation and Maintenance of the sewers

Offering Exhauster services in non-sewered areas upon request.

° Treatment of the wastewater at the wastewater treatment plants in Ruai & Karic angi and
the Ponds in Karen & Kahawa Sukari

ii.  Corporate social Responsibility Statement
Our Corporate social responsibility is driven by the awareness of the need to substantia / increase
water-use efficiency across all sectors and ensure sustainable withdrawals and supply of freshwater
to address water scarcity ,substantially reduce the number of people suffering from water scarcity
and improve water quality by reducing pollution, advocating against dumping and release of
hazardous chemicals and materials, ensuring total management and treatment of sewerage in our
area of operation and globally through sanitation advocacy campaigns.

In view of the above, we have rolled out elaborate coordinated environmental conservation
programs aimed at achieving a minimum of 10% plant cover in our region which is a national
target as wt  as averting harsh climatic conditions which if successful will ensure sustainability
in provision of water to Kenyans. Indeed, we have partnered with government agencies like the
Ministry of water and sanitation, Nairobi Metropolitan Services (NMS), the Water Services
Providers Association (WASPA), Kenya Forest Service and other public and private institutions
in planting over 1000 No. trees in our catchment areas in this financial year. We have as well been
donating water tanks (10,000 litres) to strategic groups such as schools, health facilities and youth
and women groups through area Members of the County Assembly (MCAs). This assists in water

conservation as well as educating them on the importance of environmental and water
conservation.

We endeavor continuing to strengthen our corporate governance structure with the aim of
enhancing management transparency and monitoring. Furthermore, we will strive to increase our

corporate value through compliance with all laws, regulations and rules governing our corporate
activities.

We are aware that corporate responsibility starts with a belief that what you do is important to
society. This belief is at the heart of our company.
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X. DIRECTORS’ REFPORT
The Board of Directors was appointed on 19%July 2019.The Board of Directors submits the report
for the year ended 30", June 2022, which shows the state of the Company’s affairs.

i. INCORPORATION

The Company is incorporated in Kenya under the Companies Act of the Laws of K ra. Itis a

private limited liability Company domiciled in Kenya. It is wholly owned by the Nairobi City
County Government.

ii. PRINCIPAL ACTIVITY
The Company provides water and sewerage services in Nairobi and its environs.

iii. RESULTS
The results for the year are summarized below:

‘ Restated
 Surplus for the Year ~ (84,714,791) 84,574,258 |

iv. DIVIDENDS

The Company does not recommend the payment « a dividend in respect of the year ended 30t
June2022 as per the provisions of the Water Act 2016, section 131(3).

v. FINANCIAL STATEMENTS

As at the date of this report, there are no circumstances, which would have rendered the values
attributed to the assets in the financial statements misleading.

vi. DIRECTORS’ BENEFITS
Since the last Annual General Meeting of the Company to the date of this report, no Director has
received or become entitled to receive any benefit other than Directors’ fees and amounts received

under employment contract for the Managing Director. The aggregate amount of em« ments for
Directors’ services rendered in the financial year is disclosed in notes 15 and 31.

vil. JINDEPENDENTAUDITORS
The Audit General is the independent auditor in accordance with Article 229 of the Constitution
of Kenya, the Public Audit Act, 2015 section 35 and the Companies Act and continues in office.

Bngrder of the Board
!j A\_ {‘j\ - "\\
) il _‘m—/v“-«"‘h. —/

Assumpta M. Reuben
Company Secretary
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X1. STATEMENT OF DIREC ORS’ RESPONSIBILITIES

The Kenyan Companies Act 2015 section 147, The Public Finance Management Act, 2012
section 164 and section 14 of the State Corporations Act requires the Directors to prepare
financial statements for each financial year which give a true and fair view of the state of affairs
of the Company, as at the end of the financial year and of its operating results for the year. It
also requires the Directors to ensure that the Company keeps proper accounting records, which
disclose, with reasonable accuracy, the financial position of the Company. They are also
responsible for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company financial
statements, which give a true and fair view of the state of affairs of the Company for and as at
the end of the financial year (period) ended on June 30, 2022. This responsibility includes:
(DMaintaining adequate financial management arrangements and ensuring that these continue to
be effective throughout the reporting period;(ii)maintaining proper accounting records, which
disclose with reasonable accuracy at any time the financial position of the entity; (iii)Designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation
of the financial statements, and ensuring that they are free from material misstatements, whether
due to error or fraud; (iv)Safeguarding the assets of the Company; (v)selecting and applying

appropriate accounting policies; and (vi)Making accounting estimates that are reasonable in the
circumstances.

The Directors accept responsibility for the financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates,
in conformity with International Financial Reporting Standards. 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 operating results. The Directors further accept respon: ility for the
maintenance of accounting records, which may be relied upon in the preparation of financial
statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Company will not remain
a going concern for at least the next twelve months from the date of this statement.

The directors acknowledge that the independent audit of the financial statements does not relieve
them of their responsibility.

The company financial statements were approved by the Board of Directors on-
. September2022 and signed on its behalf by;

e
T

ENG. NAHASON M. MUGUNA
DIRECTOR MANAGING DIRECTOR










loss of projected revenue of Kshs.9,867,242,180 inclusive of sewer and other charges at
the rate of Kshs.102.375/m3. This is above e allowable non-revenue water reshold of
25% as provided in the Water Services Regulatory Board (WASREB).

1.3. Decrease in Billing for Other Services

The statement of profit or loss and other comprehensive income and as disclosed in Note
6 to the nancial statements reflects billing for other services from exhausters services,
survey fees, sale of sludge, sale of water by tankers, fraud charges and recoveries, claims
compensations, reconnection fees, efflue t discharges Jisomee customers, loan
repayment and grant amortization all totalling to Kshs.197,593,387. This was a reduction
by Kshs.150,358,474, or 43% from the amounts realized in the financial year 2020-2021
of Kshs.347,951,861. Management did not rovide an explanation on the ¢ astic fall in
revenue realized. Although the Company disclosed revenue of Kshs.34,270,674 from
Jisomee Mita customers, it was noted that sixty (60) active accounts were sharing meter
numbers. ‘

Further, it was noted that the service provider provides the Company with a collection
schedule in MS Excel for payments made by customers into their Safaricom Paybill which
is then upload into Jisomee Mita system and forms the amount reported in the financial
statements. It was, therefore, not possible to confirm the accuracy and completeness of
the reported revenue of Kshs.34,270,674.00 collected from Jisomee Mita customers.

1.4. Incorrect Data on Custo ers Connectivity

Review of the key performance areas disclosed by the Management under water and
sewerage connections revealed that the Company’s size of ul ty, active number of water
connections was 241,367. However, review of the customers’ billing data provided
revealed that the Company had 230,152 and 9,787 customers connected to water meters
in the formal and informal settlements, respectively. This would have realized an income
of Kshs.164,040,150 and Kshs.5,872,200 respectively totalling Kshs.169,912,350 which
was at variance with the amount of Kshs.162,886,017 disclosed in Note 6 tc e financial
statements resulting in an unreconciled variance of Kshs.7,026,334. Further, the
Company had 10,937 customers from informal settlements made up of 9,787 active
members,125 inactive members and 1,025 pending customers who had not been
connected to meters. However, review of the data rovided on formal settlements billings
revealed that the Company d not disclose information on customers who were inactive
and pending. In addition, the Company incurred a loss of Kshs.247,049 as a result of
charging 252 customers meter rent rates that were lower than the approved tariff rates.

1.5. Undisclosed Revenue from Effluent [ ;charge Revenue

The statement of profit or loss and other comprehensive income reflects ¢ ier incomes
amounting to Kshs.382,608,201 as disclosed in Note 8 to the financial statements. The
Company records revealed that six hundred and forty-five (645) effluent discharge
licenses were issued to private exhausters with an expected revenue collection of
Kshs.116,100,000. However, the Company reported income of Kshs.13,290,000 from
licensing « thirty (30) private exhausters. This resulted in un :r cc :ction of revenue
amounting to Kshs.102,810,000. Further, review of the billing system revealed that the
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provided on how the amount of Kshs.2,000,000 was increased to Kshs.3,000,000 as a
daily remittance to the LAPTUST.

In the circumstances, the propriety of 1e transfer of the Kshs.643,000,000 s standing
orders to Local Authority Pension Trust could not be confirmed.

3.0 Unsupported Adjustments

As previously reported, the statement of changes in equity reflects prior year adjustments
balance of Kshs.179,830,735 relating to revenue reserves whose listings and aging
analysis were not provided for audit. This includes an amount of Kshs.357,125,070 in
respect of VA claims not admissible due to change in VAT Act from zero rate to exempt
status. However, due to lack of aging analysis it was not possible to asce iin whether
the said balance was affected by the change in the tax regulations. Further, there was no
supporting information from the Kenya Revenue Authority (KRA) acknowled¢c g the issue
indicated in the financic statements. It was not possible to establish the amo  t paid from
6 July, 2015 to date from the call account since the bank statements were not provided.

In the circumstances, the accuracy of the adjustments amounting to Kshs.357,125,070
could not be confirmed.

4.0 Inaccuracies and Irregulari :sin Tanagement of Staff Costs

The statement of profit or loss and other comprehensive income reflects staff costs
balance of Kshs.6,087,532,959 as disclosed in Notes 9 to the financial statements. The
following anomalies were noted

4.1 Unsustainable Wage Bill

The staff cost balance of Kshs.6,087,532,959 is 57% of the operating income of
Kshs.10,647,083,912. This is way above the allowed percentage of 35%. Fu her, it was
« served that basic salaries increased by Kshs.51,506,818 from Kshs.2,967,150,657 to
Kshs.3,018,657,475 despite a decrease of ninety-six (96) members of staff. No
explanation has been provided on the same.

4.2 Irregt ar Payment of Bonuses

The Company made a bonus payment of Kshs.22,796,169 as disclosed in  »te 9 to the
financial statements. This was despite the Cc pany reporting a loss of Kshs.84,714,791.
Management did not provide justification for the bonus payment when the Company had
made a loss.

4.3 Inaccuracies and 1consistency in Payment of Leave Allowance

As disclosed in Note 9 to the financial statements leave allowance amount of
Kshs.206,350,404 was paid during the year. This amount is at variance with the amount
of Kshs.204,755,858 reflected in the payroll and the recalculated amount frc 1 payroll of
Kshs.252,035,973. However, Management has not provided explanation on the
inconsistency between the three (3) sets of records. Further, analysis of 'ayroll data
revealed that some officers were paid leave allowance more than once amounting to

Report of the Auditor-General on Nairobi City Water and Sewerage Company Limited for the year ended
30 June, 2022

5



Kshs.31,478,248 resulting to an overpayment of Kshs.23,289,957 above the allowed 72%
of their monthly basic pay once per year under the Collective Bargaining Agreement.

4.4 Non-Remittance of Retirement Benefiis

The staff costs includes an expenditure of Kshs.672,507,106 which comprises of NSSF
amount of Kshs.4,522,700, Provident Fund ‘ension Fund amou of Ks ;.492,425 635
and Gratuity amount of Kshs.175,558,771. However, these amounts have not been
remitted to the respective pension funds. These are statutory deductions and the
Company risks fines and penalties. The Company has not disclosed contingent liabilities
arising from the same.

[n the circumstances, the completeness and regularity of the staff costs i 1ounting to
Kshs.6,087,532,959 could not be confirmed.

5.0 Unsupported Licensing, Lease and Levy Expenditure

The statement of profit or loss and comprehensive income reflects :neral and
operational expenses balance of Kshs.3,177,281,798 as disclosed in Nc 11 to the
financial statements. This includes an amount of Kshs.1,424,040,212 in respect of
licensing, lease and levy expenditure. However, records and documentatiorn 1 support of
expenditure totalling to Kshs.1,421,443,144 were not provided for audit. Further, analysis
revealed that an amount of Kshs.4,825,702 was paid to Water Resources Management
Authority being water use charges at Chania river for the period between July and
September, 2018. However, Management did not provide invoices in si port of the
payment.

In addition, the expenditure on licensing, leasing and levy is understated by an amount of
Kshs.100,525,777 that was not included in the ledger.

In the circumstances, the accuracy, completeness and regularity of the expenditure
amounting to Kshs.1,424.040,212 on licensing, leasing and levy could not be confirmed.

6.0 Unsupported Inventories

The statement of financial position reflects a balance of Kshs.417,742,552 in respect of
inventories as disclosed in Note 19 o the financial statements. Review of the stock take
report revealed variances between the stores management system, the pl sical count
and the bin cards. Further, the stock sheets ¢ 1 not have the cost price for the stock items.

Further, the Company expensed inventories ve 1ed at Kshs.240,179,879 that were issued
during the year under review. hese included uniforms and sports e ipment of
Kshs.7,881,685 and Kshs.4,378,496 respectively which were distributed to various staff
members. However, the stock issued did not have supporting st edules such as user

requisitions and distributions lists were not provided for audit. '

In the circumstances, the accuracy, completeness and existence of the balance of
Kshs.417,742,552 in respect of inventories could not be confirmed.
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7.0 Unsupported Maintenance of Niotor Vehicles

e statement of profit or loss and c¢ 1prehensive income re :cts maintenance
expenditure of Kshs.316,682,914 as disclosed in Note 12 to the financial statements.
Included in this amount is maintenance of motor vehicles amounting to Kshs. 3,541,429.
However, the amount differed with the ledger amount of Kshs.29,167,758 resulting to an
unexplained variance of Kshs.20,373,671.

Further, payment vouchers in support of expenditure of Kshs.41,663,767 were not
provided for audit while review of the ayment vouchers provided 2 ounting to
Kshs.5,466,391 were not supported with documents such as requisitions, inspection
reports and entries in the work tickets for the repairs. Various officers were also paid
imprests for repairs of motor vehicles amounting to Kshs.4,092,827. However, supporting
documents in form of receipts and documented work tickets were not provided for audit.

In addition, three motor vehicles were repaire between 9 and 13 times at a cumulative
cost of Kshs.3,588,443 during the year under review which is uneconomical to continue
servicing them.

In the circumstances, the accuracy and completeness of motor vehicle maintenance
expenses amount of Kshs.49,541,429 could not be confirmed.

8.0 Inaccuracies 1Cash and Cash Equ ralents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.753,171,211 as disclosed in Note 21 to the financial statements. The following
anomalies were noted: -

8.1 Lack of An: rsis in Notes to the Financial Statements

Management did not disclose the bank balance for thirteen (13) bank accounts while the
Company reported a cash in hand of Kshs.3,3298,332 which has not been supported by
cash count records, ca: books and board of survey reports.

Further, the Company ¢ ;closed balances in National Bank Account and HFC account of
Kshs.680,640 and Kshs.485,548 respectively. However, no bank reconciliations were
provided for audit.

8.2 Unbanked and Uncredited Cheques

The cash book balance reflected an amount of Kshs.11,491,731 in re: ect of Co-
operative Bank account while the bank statement reflected a balance of Ks ;.6,633,889
resulting to an unreconciled variance of K: s.4,875,842. In addition, ut anked and
uncredited cheques of Kshs.3,325,332 and Kshs.1,529,£ ) respectively, had not been
cleared and no explanation was provided.

8.3 Insupported Procurement of Collec >n Services

The Company receives Jambo Pay Services from two (2) Jambo pay accounts with
b: inces of Kshs.7,813,776 an a negative balance of Kshs.523,205 in respect of the
Jambo Formal account which has not been explained. However, the Company did not
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provide contract documents in respect of Jambo Pay services. It was, therefore, not
possible to confirm how Jambo pay was engaged and the terms of services.

8.4 Unreconciled Mpesa Account

The Company had an Mpesa account with a balance of Kshs.122,077,399 comprised of
utility account balance of Kshs.27,076,687 and working capital balance of
Kshs.95,000,712. However, the cash book reflected a balance of Kshs.122,053,728
resulting in an unreconciled variance of Kshs.23,671.

8.5 Undisclosed Cash and Cash Equivalents Balance

Review of records revealed that the Company had a Cellulant accc 1t with a cash book
balance of Kshs.250,530,323 which has not been supported by bank conciliation
statements and bank confirmation certificates. Further, the balance has not been reported
in the financial statements. This understates the cash and cash equivalents balance by
Kshs.250,530,323. The Company awarded Cellulant Kenya Limited a contract for
provision of service on short code (USSD CODE) and Mpesa on 8 April, 2013 for a period
of twelve (12) months which was extended. On 23 August, 2016 the Company and
Cellulant Kenya Limited signed another contract for a one-year term with « ligations to
transfer to the bank account No. 01136001361400 within 24 hours ¢ funds D>llected.

On 16 May, 2017 the Finance and Strategy Director requested the Compa  Secretary
to invoke contract clauses to commence the termination of contract with Cellulant Kenya
Limited for non-remittance of collections. Cellulant, however, pointed outtoi1 : Company
about pending matters that had not been responded to. It was also notedt{ : Company
was operating without a contract. The matter went for arbitration among the parties on
15 July, 2021 and a draft consent was drawn. However, Cellulant rejected e terms of
the draft consent indicating that the Company owed it Kshs.142 441,327 by July, 2020,
being transactional charges and other services rendered to 1e Company. The matter
remains unresolved and Management has not demonstrated efforts made to resolve the
issue.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.753,171,211 could not be confirmed.

9.0 Inaccuracies in Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.3,515,275,456 as disclosed in Note 17 to the financial statements. However, the
following anomalies were noted: -

9.1 Inaccuracies in the Property, Plant and Equipment Balance

The balance differs with the balance of Kshs.3,438,435,365 reflected in Note 17 resulting
in an unreconciled variance of Kshs.76,840,091.
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9.2 Undisclosed and Unsupported Land

The balance excludes land on which the Companys buildings a 1 installation stand such
as Nairobi office, Ndakaini Dam, Ruiru Dam, Ngethu Dam, Kabete treatment plant and
laboratory and Sasumua which did not have ownership documents. The dams were not
completely fenced while the Ndakaini dam land has been encroached by informal settlers
who have constructed a recreational centre. Further, ownership documents for a parcel
of land at Kariobangi sewerage and two (2) parcels of land at Ruai sewerage measuring
90 hectares and 1,272.90 hectares were not provided for audit. The Company has five
hundred and fifty-four (554) parcels of land meant for expansion, storage, water and
sewerage treatment works but ownership records have not been provided for audit.

9.3 Failure to Revalue Assets

The balance includes a net book value of Kshs.69,711,940 in respect to motor vehicles
and motor cycles. However, review of records revealed that the Company as two
hundred and thirty-nine (239) motor vehicles and two hundred and seventy-five (275)
motor cycles. However, depreciation was charged on twenty-three (23) vehicles only
which were procured in the year 2020-2021 and 2021-2022 resulting to a net book value
of Kshs.69,711,940. The balance of sixty-one (61) vehicles and one hundred and sixty-
four (164) motor cycles procured at a cost of Kshs.145,720,691 and Kshs.36,520,657
respectively but have not been revalued.

Further, included in the balance is net book value of Kshs.2,023,337,905 in respect to
plant and machinery. Analysis revealed that the Company has four hundred and forty-
seven (447) plant and machinery. However, depreciation was charged on three hundred
and thirty (330) plant and machinery resulting to the net book value of
Kshs.2,023,337,905. The balance of One hundred and forty-seven (147 plant and
machinery procured at a cost of Kshs.607,290,259 had a zero net book value were still in
use and in good condition had not been revalued.

In addition, records provided revealed that the Company has eleven thousand, three
hundred and forty (11,340) equipment with a net book value of Kshs.184,601,267.
However, only six thousand, five hundred and eighty-two (6,582) equipment were
charged depreciation. The balance of four thousand, seven hundred and fifty-eight
(4,758) equipment procured in 2014, 2016, 2017 and 2020 at a cost of Kshs.613,280,922
had zero netbook value. This equipment still in use and in good condition have not been
revalued.

Similarly, included in the property, plant and equipment balance of Kshs.3,515,275,456
is furniture with a net book value of Kshs.34,192,011. However, only four thousand, two
hundred and twenty-three (4,223) pieces of furniture were charged deprecia >n resulting
to the net book value of Kshs.34,192,011. The balance of two thousand, one hundred
and sixteen (2116) furniture procured in 2014 at a cost of Kshs.77,903,8 5 with zero
netbook value, in good condition and in use have not been revalued.

9.4 Failure to Depreciate Con uter and Related Equi} 1ent

Included in the property, plant and equipment balance of Kshs.3,515,275,456 balance is
net book value of Kshs.20,344,767 for computer and related equipment. Review of

Report of the Auditor-General on Nairobi City Water and Sewerage Company Limited for the ye;emlez
30 June, 2022

9



records revealed that although the Company has three thousand, four hund d and sixty-
nine (3,469) computer and related equipment only two hundred and sixty-fc - (264) were
charged to depreciation resulting to the net book value of Kshs.20,344,767. The balance
of three thousand, two hundred and five (3,205) computer and relate equipment
procured during the 2016, 2017, 2018 and 2019 annual years at accumulative cost of
Kshs.532,934,883 which, though in good condition and in use had zero net book value.

9.5 Capitalization of Work-In-Progress

The property, plant and equipment schedule reflects capitalization of a balance of
Kshs.193,616,436 in respect of work in progress whose details and suppo documents
have not been provided for audit.

In the circumstances, the accuracy, completeness, ownership and valuation of the
property, plant and equipment balance of Kshs.3,515,275,456 couid not be confirmed.

10.0 Unconfirmed Trade Payables

The statement of financial position reflects trade and other payables balance of
Kshs.4,362,894,251 as disclosed in Note 27 to the financial statements. Included in this
balance is an amount of Kshs.1,702,880,772 and Kshs.2,660,013,479 in respect of trade
payables and other payables. However, the following anomalies were noted: -

i. The trade ayables balance of Kshs.1,702,880,772 differed with the analysis of
Kshs.1,702,837,722 resulting in an unexplained variance of Kshs.43,051;

ii. The payables on comparable basis with the previous year's balance of
Kshs.2,391,273,874 reflects an increase of Kshs.1,971,620,377 (or 82%) whose
explanation has not been provided. Review of the previous year’s audited financial
statement revealed that the Management had indicated the LAPTRUST balance
of Kshs.208,710,125 which has significantly increased to Kshs.2,236,625,495
resulting to an unexplained amount of Kshs.2,027,915,370 (or 972%);

iii. Note 32 to the financial statements reflects prior year adjustments of
Kshs.2,432,396,194 which comprise of trade receivables and other payables
amounting to Kshs.195,770,698 and Kshs.2,236,625,495 respectively.
Management adopted this balance based on a letter from CPF Financial Services
dated 19 October, 2020 which comprise of penalties whose details were not
provided for audit;

iv. The statements reflect LAPFUND bz ince of Kshs.146,623,630 which is a
decrease from previous years balance of Kshs.372,474,790 by
Kshs.225,851,160. However, comparison with The lational Treasury records
revealed that the Company owed LAPFUND a balance of Kshs.272,237,697 after
paying an amount of Kshs.225,000,000 which is at variance with the balance of
Kshs.146,623,630 and payment of Kshs.225 851,160 resulting in unexplained or
unreconciled variance of Kshs.90,614,067 and K¢ s.851,160 respectively;

v. The trade and other payables balance of Kshs.4,362,894,251 includes long
outstanding payables to Water Services Regulatory Board and Water Resource
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Management Authority amounting to Kshs.877,886,195 and Kshs.368,748,349
respectively.

In the circumstances, the accuracy and completeness of the trade and otl 'r payables
balance of Kshs.4,362,894,251 could not be confirmed.

11.0 Jnsupported Customers with Credit Balances

The statement of financial position reflects customers with credit balances of
Kshs.308,447,036 as disclosed in Note 28 to the financial statements whit  relates to
customers whose accounts were overpaid and issued with credit notes due to overbilling.
However, no explanation was given on how the overbiling arose and measures
Management has put in place to avert the recurrence of the overbilling. Further,
Management did not support the credit balances with evidence in respect ¢ complaints
from the customers.

In the circumstances, the accuracy and completeness of credit balances of
Kshs.308,447,036 could not be confirmed.

12.0 Unsupported Provisions for Doubtf Debts

The statement of financial position reflects trade and other receivable balance of
Ksh.3,317,669,639 as disclosed in Note 20 to the financial statements. Management did
not provide explanation on the increase of the allowance for credit loss by
Kshs.170,94 3,658 from Kshs.6,792,610,18 reported in the financial year 2020/2021 to
Kshs.6,963,553,842 during the financial year 2021/2022. According to the Finance Policy,
general provisions for bad debts shall be made based on Director’s valu: >n of trade
receivables which although not specifically identified are known from exp: z=nce to be
present in the trade receivables. However, the Director's valuation on the general
provisions made was not provided. Further, scrutiny of the billing system revealed that
the system cannot recall the correct balances of total billing of the accounts at any date
in prior period since the system has a design flaw that does not capture and recall
transactions of previous dates.

In the circumstances, the accuracy and completeness of trade and other receivables
balance of Ksh.3,317,669,639 could not be confirmed.

13.0 L disclosed Material Uncert: 1ty .elated to Going Concern

he statement of profit or loss and othe omprehensive incomes reflec 5 a loss of
Kshs.84,714,791 up from the »ss of Ki .8,545,681,252 reported in the previous
financial year. The Company had current assets balance of Kshs.4,488,582,401 and
current liabilities balance of Kshs.5,976,930 resulting in a negative wc <ing capital
balance of Kshs.1,488,347,287 or working capital ratio of 0.8. The Company’s debt ratio
(total liabilities/ total assets) stood at 111.7% an indication that the Con any’s assets are
funded by debts and not equity. Furthe the Company had accumulated loss of
Kshs.8,545,681,252 of the total reserves made up of a deficit balance of Kshs.84,714,791
in respect of the current financial year and Kshs.8,460,966,460 in respect of deficit
brought forward from e previous periods. This was at variance with t : prior year
audited financial statements negative bi ince of Kshs.6,015,045,881 resulting to an
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unreconciled and unexplained variance of negative reserves alance of
Kshs.2,445,920,580.

This situation indicates that a material uncertainty exists that may cast sig icant doubt
on the Company's ability to continue as a going concern. The financial state ents do not
adequately disclose this fact.

The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (ISSAIls). | am independent of the Nairobi City Water and Sewerage
Company Limited Management in accordance with ISSAI 130 on Code of Ethics. | have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my adverse opinion.

Emphasis of Matter

Con 1gent Liability

Note 37 to the financial statements reflect contingent liabilities totalling to
Kshs.6,594,745,836 (2022-2021 Kshs.5,640,150,798) which comprised of pending suits
and disputed claims arising from debts inherited from Nairobi City County 1 which the
Company has been enjoined as a defendant among others. The likely outcome of these
matters cannot be determined. Review of :gal documents revealed that as a result of
trade unions cases, the Company has been taken to court regarding nine (9) legal cases.
This therefore led to hiring of advocates whose fee notes and charges were ot provided
for audit. Further, and as previously reported in the financial statements for Nairobi
Sanitation Output Based Aid Project had reported a pending arbitration dis; te between
a contractor and the Company in respect to the Project but Management had failed to pay
the contractor an advance payment balance of Kshs166,224,772 as agreed in the
contract terms. The contractor had completed the project as at the time of audit carried
out in the month of September, 2022. The probability of the contin znt liability
materializing is high and the Company is exposed to loss of funds due to payment of
litigation costs.

My Opinion is not modified in respect of this matter.
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. There were no key audit matters to
report in the year under review.

Other Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts for the period reflects original
budget and actual on comparable basis of Kshs.13,217,229,050 and
Kshs.10,647,083,912, respectively resulting in an underfunding of Kshs.2,570,145,138
(or 19%) of the budget. Similarly, the Company spent an amount of Kshs.10,731,798,703
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against actual expenditure of Kshs.10,647,083,912 resulting in an over ¢  >nditure of
Kshs.84,714,791 or 5%. The explanation from the Management for the unde rformance
was a result of under cc zction of own generated revenue. However, the measures on
how e own generated revenue could be increased have not been articulated.

The underfunding affected the planned activities and impacted negatively on service
delivery to the public as a result the public did not receive the services they deserved
through un-implemented projects.

2. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on

nancial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of Internal Controls, Risk Mana :ment and
Governance. The report on progress on follow-up of the auditor recommendations in the
financial statements for the vear under review indicates that some of e issues had been
resolved and work to resc re the remainder was ongoing as at 30 June, 2022 and the
actual status of all the issues will be confirmed after they are discussed by the County
Assembly.

Other Information

The Directors are responsible for the other information. The other information comprises
the Report of Directors as required by the Companies Act, 2015, and the Statement of
the Directors’ Responsibilities which are obtained prior to the date of this report, and the
an/ al report which is expected to be made available after that date.

In connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information  materially
inconsistent with the financial statements, or the knowledge obtained in e audit, or
otherwise appears to be materially misstated. Based on the work | have performed on the
o er information obtained prior to the date of this auditor’'s report, if | conclude that there
is material misstatement of this other information, | am required to report that fact. | have
nothing to report in this regard.

My opinion on the financial statements does not cover the other information and | do not
express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EF ECTIVENESS IN USE OF PUBLIC
F :SOURCES

Conclusion

As. required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and the Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, | confirm that public resources have not een applied
lawfully and in an effective way.
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Basis for Conclusion
1.0 Non-Pa' ient of Debts Due to Related Pariies

The statement of financi: position reflects amounts due to related parties of
Kshs.7,605,747,370 and Kshs.924, 974,692 as disclosed in Note 30 to e financial
statements. The Company had entered into a tripartite agreement with the defunct City
Council of Nairobi and Athi Water Services Board in April, 2004 for assignmet of all water
and sewerage fixed assets and infrastructure to the Company for a consideration of 20%
of the total revenue collected during the period upto 2014/2015 and at a flat tariff rate of
Kshs.794,950,584, Kshs.912,974,692 and Kshs.924,974,692 for the years 2015/16,
2016/17 and 2017/18 respectively. The Board has continued to issue current invoices
using the rate gazetted in respect of year 2017/2018 pegged on loans purported to have
been taken by the Athi Water Service Board on installation of equipment. However, the
Company has not provided any documentation to support the amount of loan taken on
their behalf and what the funds were used for. The Company only paid an amount of
Kshs.2,809,221 during the current year. Further, the assigned assets and infrastructure
have not been valued and, therefore, the basis of settling the lease paym¢ ts remains
undetermined.

In addition, an amount of Kshs. 1,824,500 was reclassified from fees payable to Athi Water
Works Development Agency in respect of inherited debts from Nairobi City County.
However, no supporting documentation was provided to confirm the reclassi :ation.

In the circumstances, Management was in breach of the tripartite agreement.
2.0 Incomj :te Projects

Review of records provided by the Company revealed that thirty-seven (37) projects with
a total contract cost of Kshs.2,540,884,097 had not been completed within the stipulated
period. Physical verification on some of the project revealed that the contract s were not
on site exposing the projects to vandalism.

In the circumstances, value for money may not have been realized from imj :mentation
of the projects.

3.0 Wasteful E: enditure on E :ctricity

The statement of profit or loss and comprehensive income reflects general and
operational expenses balance of Kshs.3,177,281,798 as disclosed in Note 11 to the
financial statements. Included in this expenditure is electricity expenses balance of
shs.311,875,967. Review of records and physical verification reveall  that the
Company has its main sewer treatment plant in Ruai which uses physical and biological
treatment and runs the Kariobangi sewer which uses mechanical-system of treatment
through filters wi  a capacity of sixteen (16) of filters. However, only two (2) were
functioning at the time of audit. The Kariobangi sewer has intercepted part ¢ the sewer
from the Ruai main line. This system has a capacity of 32,000,000 cubic meters of waste
water per day. However, it was observed that it only produces 19,000 cubic meters of
waste water per day therefore underperforming by 13,000 cubic meters per day. No
explanation was provided for under utilization of the sewer plant. Further, Kariobangi
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Plant incurred electricity expense totalling to Kshs.1,565,149 compared to the Ruai
Treatme t Plant expenses of Kshs.84,577. Had the sewer not been tercepted
irrespective of the underutilization and underperformance, then the Company could have
saved an amount of Kshs.1,565,149 spent or ariobangi sewer.

No explanation was obtained from the Management on excessive expenditure in respect
of electricity in Kariobangi sewer whose services would be offered cheaply at Ruai sewer.

[n the circumstances, there was no value for money in the expenditure on electricity.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MAM GEMENT
AND GOVERNANCE

Conc ision

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and the Basis for Conclusion
on Effectiveness of internal Controls, Risk Management and Governance sections of my
report, based on the au : procedures performed, | confirm that internal controls, risk
management and governance were not effective.

Basis for Conclusion

1.0 Inadequate Customer Management and Billing Controls

Review of records revealed that payments totalling to Kshs.71,359,723 had been made
on a contract for the supply, delivery, inste ation, testing and commis: »ning of a
customer management and billing system priced at USD.1,192,596 (equivalent to
Kshs.122,774,419). Although, the system was in use during the year under review, the
non-disclosure and service-level agreements signed with the vendor were not provided
for audit. As a result, the existence of the contracts and relate confidentiality safeguards
and maintenance service requirements could not be confirmed. Further, scrutiny of the
billing system revealed that the system cannot recall the correct balances of totai billing
of the accounts at any date in prior periods.

In the circumstances, the effectiveness and the integrity of information processed through
the systems cannot be assured.

2.0 Failure to Maintain a 'roper Asset Re ster

The Company reported property, plant and equipment balance of Kshs.3,515,275,456
relating to buildings, machinery, vehicles, equipment, computer and related equipment,
furniture and fittings. However, a fixed asset register that records all capiti zed assets
and details of each asset as date of purc ase, description including model and serial
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number, asset cost, depreciation and net book value was not provided for audit.
Verification of the assets in sampled stations revealed that the assets were not tagge
for easy of tracing.

In the circumstances, the correctness, existence and completeness of the assets of the
Company could not be confirmed while untagged assets are not easy {o trace and are
susceptible to loss and theft.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Companies Act, 2015 | report based on my aud that:

i. | have obtained all the information and explanations wt :h, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii. In my opinion, adequate accounting records have not been kept by the Company,
so far as appears from the examination of those records; and,

ii. The Company’s financial statements are not in agreement with the accounting
records and returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and for
maintaining effective internal controls as Management determines is necess: /to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error and for its assessment of the effectiveness of internal controls, risk
management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accour ng unless
Management is aware of the intention to liquidate the Company or cease operations.

Management is also responsible for the st mission of the financial statements to the
Auditor-General in accordance with  : 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 resources are
applied in an effective way.
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e Board is responsible for overseeing the Company’s financial reporting process,
reviewing the effectiveness of how Management monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall gove 1ance and
risk management, and ensuring the adequacy and effectiveness of e control
environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonal : 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 ISSAIls will a ays detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is | anned and
performed to express a conclusion about whether, in all material respects, t : activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them, and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the ¢ ectiveness
of internal controls, risk management and overall governance processes an systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the i dit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily ¢ close all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control compon¢ ts 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 p¢ od by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prever . or detect
misstatemer s and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls r i1y become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional ske ticism throughout the audit. | also:
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o 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 provi 3 a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal controls.

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

o Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report  the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

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

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

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

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

AUDITOR-GENERAL

Nairobi
13 June, 2023

—Keport of the Auditor-General on Nairobi City Water and Sewerage Company Limued for thé year ended
30 June, 2022
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2022

Grnnt Income

‘ Other Income
Totnl '

" EXPENSES
StaffcostsM

Board Expenses

Mamtenance expenses

i ‘Other expenses

peratmg Income/Revenue

"General & Operatlonal expenses '

Kshs

| ©9,137,627,264

382,608,201

9 6 37.532,959

6
B e
- )

STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME FOR THE YEAR ENDED 30th JUNIE

Kshs
8 894 796 004

1 214, 952, 909

s, 286 777

10 681 035 690

6,31 “6?711'§;77'6"§

100 93,102,484

11 3177281798 2,

35,198,346 ;
2,827,357,815
272,398,254 |
1 "6‘21'5"1"5“6‘*23{6”

Total

10,661,910,280

i Snrplus Before Interest :&”Tax .

L —

I‘lnance costs

(14,826,368)

. SURPLUS BEFORE TAX 15

Net (leficlt/s-ur[;lus for the year o

15 (84,714, 791)
(84'714 791)

14 69,888,423

10 497,840, 477

183 195, s‘
198,620,955
84,574, 258
' 84 574 258
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XLV,

ASSETS ff o

|| CURRENT ASSETS
. Inventories

%wTrade and other recelvables T

f;'__Cash and Cash equwalents 21

TOTAL ASSETS T g 003,858,858

Pooper e ond ot

. C RRENT LIABILITIES

Tra
! Customexs w1th credn
Provxsrons for Leave o
Borrowmgs

and other payables
alances T e e I
.29

Amounts due to related partles ,_ o

- CAPITAL AND RESERVES
Share Capltal S

Revenue Reserve
Capltal Grant

SHARDHOLDERS FUNDS AND LiABILIT §

. NON-CURRENT LIAI .

. Borrowings

;'_Amounts dueto related partles T

TOTAL SHAREHOLDERS' FUNDS AND

IABILITIES

f_.,C“Stomer dePOS‘tS

T

0 o
5,9 976 930 689“_"__.

7o
8 76,840,091

'4,488,583,402

27
28

RV
924,974,692

~2,026,928,169

25
26
30 .

8,941,218,893

2,026,928,169

2022
Kshs
3,438,435365

3515275456

_MTMass
3317,669,639
753,171,211

430894051
308,447,037
231,327476

100,000

 (8,545,681,252)
1,631,290,528

~(6,914,290,724)

1,101,366,075
234,105,448
~7,605,747,370

STATEMENT OF FINANCIAL POSITION AS AT 30TH JUNE 2022

T 201

Restatedv
Kshs |

3,309,420,840 .
114,975,703

3,424,396, 543.;;

465,768,643
2,992,842,094 :

585,121,860 :
4,043,732,597

7,468,129, 140 ,

2,391,273,874
266,702,512
191,252,411
68,522,564 .
924,974,692

242,726,053

25 403 087

100, 000

~ (6,028,570,267) !

1,642,978,883

(4,385,491 384)

" 1,024,687,575

302 624 997

© 6,683,581,899 |

8,010,894,471 :
3,625,403, 17

' The financial statements on paoes 9to 101 were approved by the Board of Directors on

S i\ September 2022.

Director

CPA Paul E. Omondi
Finance & strategy Director

v ICPAK No

Eng. Nahason M. Muguna - Managing I

RS N
. oot g

‘ector



Nairobi City Water & Sewerage Company Lid

Annual Report and Financial Statements
For the year ended 30% June 2022

AV.

"Restated b balance

Amortization

" Prior year a( 1stments 32

Restated balancc‘ I

! Amortlzatlon
§
1

Additions for the yez;r

| Surplus for the year 15

Asat30th

vapar

T T e

" Prior ye year adjustments T3

Additions for the year e e e e
Surplus for the year R T
CASat30 June202i ]

100,000 (8,460,966,460)

‘.\Cabl Yo

Kshs

(179,830,735)
~""“100 000 (6 113,144, 525) -

Kshs
100,000 (5 933 313, 790)

"""(193 775,766)

84,574,258

STATEMENT OF CHANGES IN EQUITY AS AT 30THJUNE2022

) Kshs
1 493 461 141 (4 439 752, 649)

(179,830 735)
1,493,461,141 (4 619,583 384)
(193 775, 766)
343293,508

100,000 (6 028,570,267)

T (2,432,396,194)

1,642,978, 883 (4 385 491 384)

T (2,432.39, 194)

1,642,978,883 (6 817,887 578)

(193,775,766)

Cwiageny
100,000 (8 545,681, 252) )

182,087,411

343293508 |
'Véd"B“?Z"iSﬁﬁ" |

(193,775,766)
182,087 1
(84,714,751)
1631290528 (6,914,290.724)
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XVL. STATEMENT OF CASH FLOW FOR THE YEAR ENDED 30th JUNE
2022

Opel atmo acnvmes S USRS KShS. e MKsl;s

" Cash genexated frem opel atlons R 682 756 468&702542&2

; Tntorest paid T (69 e 423)_”. . (98 0 955)
‘Net cash genelated_fnem operatmg actnvntles - 612 868 045 871 633 287 |

Casll ﬂow from mvestmo aetlvmes

' ‘Purchase of piopei‘ty: plant and equnpment s (639,151,225) .‘ (406 973, 967)

l Purchase of intangible assets 16 (1 15,779, 352) ;
 Netcash use ininvesting activities (e39,151,225)  (522,753319)
} " Cash flow from ﬁnn‘nﬁenlg actlvmes e . , !

. s08e0s3
Pl -oceeds from fmancmOr assets 24 182 087,411 343,293,506 |

Proceeds from lon0~term borr owmgs

Repayment of long-term borrowmgs (78 615 133)"% (309 855, 941)

Net cash generated from financmo activities o ©194332,531 33,437,565

Movement in cash 'lnd cash eqmva]ents :
As 1st Cly ' ' 585,121,860 202,804,327 |

Net mcrease/(deerease) in cash and cash equlvalents AWW“168 049 351« 382,317,533
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL

AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2022

: AWater

Sewer age -
Meter Rent
Other income

:‘Operatmg Income

Grant
Income

. TOTAL
- REVENUE
"EXPENDITURE

Staff Cpgts

-ABoar.dmI]xpenses '

i Operations

; Mamtenance

: I‘mancmg
- Costs

O er

i Expenses

"TC AL OPERATING

' EXPENSES
'NET
. INCOME

FLULLILULL o

7,056,336,750 .
©5,253,181,600 |
207,710,700 |
450,000,000 ©

12 967,229,050

250,000,000 |

13,217,229,050

© 6,375,076,218 -
94,500,000

3357,758,999

545,500,000 ,

106,900,000

873,522,000 |
11,348,757,218

1,868,471,831

LULIILULL

4 791 324 484
3 985 823 376
162 886 017
773, 977 354

9,714,011,231 |
933,072,681 |

' 6,087,532,959 .

93,102,484 |
3,177,281,798 °

987,310, 124
10,731,798, 703

10,647,083,912

316,647,129

69,888,423

(84,714,791)

| LVLLILVLL

2,265,012,266
1,267,358,224 -
44,824,683
(323,977,354) -
(3,253,217,819)
(683,072,681) .

287,543,259 -
- 1397,516:

180,477,201 -
228,852,872 -

37,011,577

- (113,621,307) -
616,958,515

©(1,953,186,622) © -104.53

2,570,145,138

LNL AT LL .

321
2413
21.58

72.99 ;

25.08 .

27323

-19.45 -
451
1.5
) 5 35 ;
41. 95 :
134.62

-13.01 -
544
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XVIIL. NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 30"MJUNE 2022

1. General information

Nairobi City water and sewerage Company Ltd is established by and derives its authority and
accountability from water Act and the companies act laws of Kenya. The entity is wholly owned
by the Nairobi City County Government and is domiciled in Kenya. The entity’s principal
activity is provision of water and sewerage services.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement
of financial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial statements. '

Z. Statement of compliance and basis of preparation

The financial statements are prepared in accordance with the Accrual Basis of Accounting
Method under the International Financial Reporting Standards (IFRS). The financial statements
are prepared under the historical cost basis of accounting except for the measurement at re-valued

amounts of certain items of property, plant and equipment and presented in the functional
currency, Kenya Shillings (Kshs) rounded to the nearest Shilling.

The preparation of financial statements in conformity with IFRSs allows the use of ¢ mates and
assumptions. It also requires Directors to exercise their judgment in the process of applying the
Company’s accounting policies. The areas involving a higher degree of judgment and

complexity, or where assumptions and estimates are significant to the financial statements are
disclosed in note 4 below.

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

Going Concern

The financial performance of the company is set out in the Director’s report and in the statement
of comprehensive income. The financial position of the company is set out in the statement of
financial position. Disclosures in in respect of risk management are set out in note 38.

Based on the financial performance and position of the company and its risk management
policies, the directors are of the opinion that the company is well placed to continue in business
for the foreseeable future and as a result the financial statements are prepared on a going concern

asis.In making this assessment, the Directors consider a wide range of information relating to

present and anticipated future conditions, including future projections of profitability, cash flows
and other resources.

The company has put in j wce a new billing system to enhance growth of our illing and
collections and also enhance controls in revenue management.

The company has also applied for a tariff review which is at an advanced stage of approval by

the Water Services Regulatory Board. The current tariff was last reviewed in No-  nber 2015
and was to be in use for 3 years.
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The NCWSC is already implementing the non-revenue water reduction strategies which are being
fast tracked to improve on our revenue growth.

3.

standards (1FRS)

Application of mew and revised international Yinancial reporting

i.  New and amended standards and interpretations in issue effective in the year
ended 30 June 2022

Amendments to
JAS 16 titled
Property, Plant
and
Equipment:
Proceeds before
{ Intended Use

. (issued in May

- Amendments to

i TAS 37 titled
Onerous
Contracts -
Cost of
Fulfilling a
Contract
(issued in May
2020)

{ Amendment to

. TRS 1 titled

: Subsidiary as a
{ First-time
Adopter

. Amendment to

LIFRS 9 titled

| Fees in the 10
¢ per cent’ Test
{ for

' Derecognition
: of Financial
Liabilities

: Amenc
: TAS 41 titled
. Taxation
. Fair Value

' Measurements

entto

‘The amendments, applicabie U dlliual porvus
beginning on or after 1 January 2022, prohibit
a company from deducting from the cost of
property, plant and equipment amounts
received from selling items produced while the
company is preparing an asset for its intended
use. Instead, a company will recognise such
sales proceeds and related cost in profit or loss

A Riv LLLAN LIS 22 wA A nar
effective  for  annual |
periods beginnii  on or |
after January 1, 2022.!
Early application is|
permitted. |

~ea
i

The amendments clarify that for the purpose of
assessing whether a contract is onerous, the cost
of fulfilling the contract includes both the
incremental costs of fulfilling that contract and
an allocation of other costs that relate directly
to fulfilling contracts. They are effective for
contracts for which an entity has not yet
fulfilled all its obligations on or after 1 January

2022 S
The amendment, applicable to annual periods

beginning on or after 1 January 2022, provides
a subsidiary that becomes a first-time adopter
later than its parent with an exemption relating
to the measurement of its assets and liabilities.
The exemption does not apply to components

The amendment, applicable to annual periods

beginning on or after 1 January 2022, to IFRS
9 clarifies the fees that a company includes
when assessing whether the terms of a new or
modified financial liability are substantially
different from the terms of the original financial
liability.

beginning on or after 1 January 2022, to IAS 41
removed the requirement to exclude taxation
cash flows when measuring fair value. This

_amendment aligned the requirements in IAS 41

The amendment, applicable to annual periods

N T

The amendm ts are:
effective ~ for  annual!
periods beginning on or;
after January 1, 2022.:
Early applic on is:
permitted

The amendments are
effective ~ for  annual
periods begin: 1g on or|
after January 1, 2022.:
Early  application s’
permitted. ?

The amendments arei
effective ~ for  annual |
periods beginning on or
after January 1, 2022.!
Early  application is;
permitted :

The amendments are"

effective  for  annual:
periods begi ing on or.

after January 1, 2022.:
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[ (issued in May  on fair value measurement with those in other Early  application s

£ 2020 as part of
; the Annual

i Improvements
' to IFRS

| Standards

20182020)

ii.

V2o o

Presentation
. of Tinancial
t Statements

B

. Amendments
¢ to JAS 1 titled
. Classification
i of Liabilities
. as Current or
Non-current

 (issued

in
 January
120200
Amendments
 to JAS 1 titled
" Disclosure of
¢ Accoun 1g
. Policies
 (issued in
. February
2021)
' JAS 12 —
. Income Taxes

ewerage Company Lid
ncial Statements
h June 2022

IFRS

rrdod 20 Trexan 7177

EVIFN W Y

1avowantaiivil Uioilikalioldl Odieinents”’
sets out the overall requirements for financial
statements, including how they should be
structured, the minimum requirements for their
content and overriding concepts such as going
concern, the accrual basis of accounting and the
current/non-current distinction. The standard
requires a complete set of financial statements
to comprise a statement of financial position, a
statement of profit or loss and other
comprehensive income, a statement of changes

.In equity and a statement of cash flows.
The amendments, clarify a criterion in [IAS 1

for classifying a liability as non-current: the
requirement for an entity to have the right to
defer settlement of the liability for at least 12
months after the reporting period.

The amendments, applicable to annual periods

beginning on or after 1st January 2023, require
entities to disclose their material accounting
policy information rather than their significant
accounting policies

[AS 12, "Income Taxes" implements a so-

called 'comprehensive balance sheet method' of
accounting for income taxes which recognizes
both the current tax consequences of
transactions and events and the future tax

consequences of the future recovery or

The

i

permitted.

ine amendments  are |
effective  for  annual '
periods beginning on orz
after January 1, 2023..
Earlier application is |
permitted. :

effective  for
after January
Earlier

permitted.

L,
application

amendments
effective  for
after January

Earlier
permitted.

L,
application

The amendments

amendments  are
annual |
periods beginning on or
2023.°
is

are :
annual
periods beginning on or
2023. 1
is

is!

New and amended standards and interpretations in issue but not yet effective in the

are .

effective ~ for  annual:
reporting periods
beginning on or after:

January 1, 2023. Early .

~ adoption is permitted.



Nairobi City Waier & Sewerage Company Ltd
Annual Report and Financial Statements
For the year ended 300 June 2022

3

| settlement of the carrymg amount of an entxty s |
assets and liabilities. Differences between the :
carrying amount and tax base of assets and
liabilities, and carried forward tax losses and
credits, are recognized, with limited .
exceptions, as deferred tax liabilities or
deferred tax assets, with the latter also being

__Subject to a 'probable profits’ test.

L TAS 8- The amendments appllcable to annual perlods The amendments are
' Accounting  beginning on or after Ist January 2023, effective for nual :
: Policies, introduce a definition of ‘accounting estimates’ reporting periods !
' Errors and and include other amendments to IAS 8 to help beginning on or after
; Estimates entities distinguish changes in accounting January 1, 2023. Early .

policies from changes in accounting estimates. adoption is permitted.

" The Directors do not plan to apply any of the above until they become effective. "Based on their
assessment of the potential impact of application of the above, they do not expect that ere will be

a significant impact on the company’s financial statements.

iii.  Early adoption of standards

The entity did not early —adopt any new or amended standards in year 2021/2022

4. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out
below. These policies have been consistently applied over the years unless otherwise stated:

a) Properiy, plant, equipment and depreciation

Property, plantan equ ment are stated at cost, less accumulated depreciation and any impairment
in value. :

Subsequent costs are included in the assets’ carrying amount or recognized as separate assets as
appropriate, only where it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the items can be measured reliably. All other repairs and

maintenance costs are charged to the income statement in the financial year in which they are
incurred.

Property, plant and equipment acquired under h  purchase agreements and finance lease hire
arrangements are capitalized at the date of the agreement. The interest element of ea  installment
is charged to the income statement at the time each installment falls te.

Depreciation is calculated on the straight line basis, at annual rates estimated to write off carrying
values of the property, plant and equipment over their expected useful lives. Depreciation charge
is prorated from the date of purchase and recognized both in the year of asset purchase and in the
year of asset disposal. The rates used are:
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| punaings & civil works 2.5% |
Plant & Machmery T 125%
Mdtor Vehicles, mcludmg NZB%
motoncycles
Computel &Related  30%
Equlpment’ ;

Burniture & Fittings | 125%

Freehold land and capital work in progress/Construction in progress are not depreciated.

The carrying values of property, plant and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying values may not be recoverable. An impairment
loss is recognized for the amount by which the assets’ carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of the assets fair value less costs to se  and value
in use.

If any such indications exist and where the carrying values exceed the recoverable amount,
property, | nt and equipment are written down to their recoverable amounts.

Gains and losses on disposal of property, plant and equipment are determined by rc  r ce to their
carrying amounts and are taken into account in determining operating sury 1s/ (deficit).

DY) Fimaneial insiruyments

Financial instruments carried on the balance sheet include cash and bank balances, tr:  : and other
receivables, trade and other payables and borrowings. The particular recognition methods adopted
are disclosed in the individual policy statements associated with each item.

¢) Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits wi  flow to the
Company and the revenue can be reliably measured. Revenue is recognized at the fair value of
consideration received or expected to be received in the ordinary course of the entity’s activities.
The following specific recognition criteria must be met before revenue is recognized.

D roviston of swaler aund sawarage scrvican
Revenue from provision of water and sewerage services is recognized when these services are
delivered to customers and billed by the Company. The billing is done on montl  billing cycle
based on the units consumed as read on the customer water meters and as per approved consumer

tariff. If the meter reading is not available, the consumption between the last meter rez  ngand the
end of billing cycle is estimated.

T L S T A e S AR S Y

Meter rental income is recognized on monthly basis after water meters are installed at the
customers’ premises. This is based on the approved tariff by water services regulatory board.
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STy Y SN o e
113} Mther dnepmae

This includes sale of tender documents, exhauster services, effluent discharge fees, sale of sludge,
fraud charges, claims compensation, survey fees etc.

Other income is recognized when the service has been provided and billed.

i) Granis
Income grants are recognized in the statement of comprehensive income in the year in which the
entity actually receives such grants.

£ \, Fc)
L 1

In-kind contributions are donations that are made to the Company in the form of actual goods

Llrveel sy ey ddsag
S CONTTID AYIO0ns

and/or services rather than in mbney or cash terms. These donations may include vehicles,
equipment, utilities or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, the Company includes such value in the statement of
comprehensive income both as revenue and as an expense in equal and opposite amounts;

otherwise, the contribution is not recorded but disclosed.

d) [mtangible asseis

The costs incurred to acquire and bring to use specific computer software licenses are capitalized.

The costs are amortized on a straight line basis over the expected useful lives (3 1/3 years) at the
rate of 30% per year.

e) Ameortisation a2nd impairment of intangible assets
Amortisation is calculated on the straight-line basis over the estimated useful life of the intangible
asset. All intangible assets are reviewed annually for impairment. Where the carrying amount of
an intangible asset is assessed as greater than its estimated recoverable amount, an impairment loss

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

) lnvemtories
Inventories are valued at the lower of cost and net realizable value.

Cost is determined on a weighted average cost basis. Provisions are made for all anticipated
inventory losses and charged to the income statement.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

g) Foreign currency ifransaciions

The accounting records are maintained in the functional currency of the prim / economic
en onment in which the entity operates, Kenya Shillings.

Transactions during the year are converted into Kenya Shillings at rates ruling at the transactions
dates. Assets and liabilities at the balance eet date which are expressed in foreign currencies are
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translated into Kenya Shillings at rates ruling at that date. The resulting differences from
conversion and translation are dealt with in the income statement in the period in which they arise.

) Trade and other veceivables

Trade and other receival s are recognized at anticipated realizable value less an allowance for
any uncollectible amounts.

General provisions are made based on directors’ valuation of the trade receivables and other

exposure in respect of losses, which, although not specifically identified, are known from
experience to be present in the trade receivables.

Specific provision is made for all known doubtful debts. Bad debts are written off when all
reasonable steps to recover them have been taken without success.

1y Employee benefits

U en e o
ALY VO T T T ey s
PR RN NS T U}

} 4 LaF LU AR A3H
The Company operates a defined contribution retirement benefit s =me for employees on
permanent terms of service administered in three different forms: National Social Security Fund,

a Provident Fund and a pension fund. These schemes are funded by contributions from both the
Company and employees.

The Company’s contributions to the schemes are charged to the income statement in ~ e year to
which they relate.

Employeé entitlements to ~grafuity are recognized when they fall due. These entitlements are
provided for on annual basis in accordance with the annual contracts. Employees’ entitlements to
annual leave are recognized as they accrue.

The estimated monetary liability for employees’ accrued annual leave entitlement at e balance
sheet date is recognized as an expense accrual.

iy Tapital gramt

Grants received for capital assets are credited to the capital grant account net of amortization,

which is released to the income statement over the expected useful life of the relevant asset on a
straight line basis.

k) Provisions

Provisions are recognized when the Company has legal or constructive obligations as a result of
past events and it is probable that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made. Contingent liabilities

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain
future events or resent obligations where the transf of economic benefit is uncertain or cannot

be reliably measured. Contingent liabilities are not recognized in the balance sheet but are
disclosed unless they are remote.



Nairobi City Water & Sewerage Company Lid
Annual Report and Financial Statements
For the year ended 30 June 2022

1y Taxation
No tax will be provided in view of the nature of the company’s business as explained in note 16.

m) Cash and cash eguivalenis
Cash and cash equivalents comprise cash at bank and in hand. Bank account balances include

amounts held at various Commercial Banks at the end of the reporting period.

ny Trade and other payables
Trade and other payables are stated at their nominal value as adjusted for interest on overdue
accounts.

o) Leases

Operating lease payments for use of assets belonging to the Nairobi City County Government
payable to the Athi Water Service Board are recognized as an expense in the income statement
and are based on the guidelines from Water Service Regulatory Board.

Rental payments are recognized as expenses in the income statement when they are incurred.

p) Interest bearing borrowings
All borrowings are recognized at cost. Borrowing costs are expensed as finance costs.

q) KBevenue reserve
Surpluses / (deficits) from the statement of comprehensive income are accumulated in the revenue
reserve account on an annual basis.

1) Cusiomer deposits
Deposits from customers are recognized when received. Interest on the deposits is accrued at 3%
per annum.

s) Related parties
In the normal course of business the Company enters into transactions with related parties. The
related party transactions are at arm’s length.

t3 Provision for overtime

The Company provides for overtime payment for ours worked in excess of those specified in the
terms of contracts for employees in grade 6 -9. This is computed at a rate of one and half times for
normal working days and twice for a normal rest day or a gazetted public holiday. Overtime
expense is recognized when claimed and approved.

u) Budget information
ne original budget for FY 2021-2022 was approved by the Board of Directors on 3rd June 2021.
Subsequent revisions or additional appropriations were made to the approved budget in accordance
with specific approvals from the appropriate authorities. The additional appropriations are added
to the original budget by the entity upon receiving the respective approvals in order to conclude

the final budget. Accordingly, the Company recorded additional appropriatic : of budget
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following the governing body’s approval. The Company’s budget is prepared on adi  ent basis
to the actual income and expenditure disclosed in the financial statements. The financial statements
are prepared on accrual basis using a classification based on the nature of expenses in the statement
of financial performance, whereas the budget is prepared on a cash basis. The amounts in the
financial statements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and actual
amounts, prepared on a comparable basis to the approved budget, is then presented in the statement
of comparison of budget and actual amounts. In addition to the Basis difference, adjustments to
amounts in the financial statements are also made for differences in the formats and classification
schemes adopted for the presentation of the financial statements and the approved budget. A
statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of Comprehensive

income has been presented under budget comparison of these financial statements.

vy Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

w) Subsequent events
There have been no events subsequent to the financial year end with a significant ir  act on the

financial statements for the year ended June 30, 2022.

. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEMTS
Estimates and judgments are continually evaluated and are based on historical experience

and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. The key assumptions concerning the future and other key sources
of estimation uncertainty at the reporting date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Company based its assumptions and estimates on parameters
available when the financial statements were prepared. However, existing circumstances and
assumptions about future developments may change due to market changes or circumstances

arising beyond the control of the Company. Such changes are reflected in the assumptions

when they occur.
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Property, plant and equipment; Intangibles and Capital grant and amortization of intangibles and
capital grant.

Critical estimates are made by Directors in determining depreciation and amortization rates for

property, plant, equipment, intangibles and capital grant. The rates used are set out in note 4(a), 4
(d) and 4 (e) above.

iy Critieal judgments im applying the entity’s accounnting policles

In the process of applymg the Company’s accou ntmg policies, Directors have made judgments in
determining:

classification of financial assets and leases.
ether assets are impaired.
Provisions and contingent liabilities.
Presentation of financial statements.

A

e e e et Y am

T AN T W

A misaan

i Water sales

T e AT
Sewer services. 3985823376 3,718,868,57
, Meter rent T ’

162,886,017 7 160,627,58

Blllmc .rothersemcés T T 97,593387 347,951,861
t R " 9?137,‘_62__7,394_W 8894 796 003

Other billing services income comprises income from e: auster services rendered, survey fees,
sale of sludge, sale of water by tanker, fraud charges and recoveries, reconnection fee, effluent

discharge license fee, chemical analysis fee, sewer connection charges, jisomee customer loan
repayments.

: Oper: ational grants from other agencies ~ : 933,072,681  1,000,000,000 -
‘ Capltal grants amortlzed/Grant Amortlzatlon : 193,775,766 193, 775 766
- InKind ¢ tribution (NMS) ‘f - 21,177,143 .
' Total ' 11,126,848,447 1 1,214,952,909 :

The Company received grant/funding from World Bank as COHdlthl’lal Liquidity Support Grant
(CLSG) (kshs 933,072,681); 2021 (kshs 1,000,000,000).






: Chairman Honoraria T 1,044,000 .
Sitting allowances 16131441 ¢
Medical Insurance I T 829,302
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i

KShs

VTlavel and accommodatlon o ' - ‘ 66;495,1@1

: Total Board Expenses - 93,102,484 i

14, GEMERAL AND OPERATIONAL EXPENSES

' - Kshs A
- Chemicals ' 183,760,577 .
- Office suj lies h ? 38,704,352 .

yres ‘and related accessones i 21,471,698 '
I‘uel oil and 1bricants 99,750,317 »
~Uniforms and rotectlve clothmo o 23,378,017 _
I ctnCIty - : 31'1A,8A"/'5,9647
‘Teleco: munications - 56,585,077

"'W:Ofﬁcers T

e R T T g
e e

Unfonisable sttt T e

%Gmnd Tota] PR

e

1 MamagngDirector 1 1
! . Functional Directors .
h ' ..DepartfriéﬁfaI/Reglonal managers D T R ‘ Y
; e ordmatd;s G T

7695 |
1,491
112
32

' KShs
1,131,000
10 2076 V'
992,663
0~ :

22,867,083
. 35,198,346

shs .

1252,5 1,154
35,052,800
12,493,814 -
97,667,690 :
18,797,085
292235,753
52,192,304 .
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- Postal and eouriexs

. Water and consex vancy

Insurance

“Rent and rates

" Hire of eqmpment and Vehicles
Claims, damflges and compensatlon

; Travelmu and sub515tence local
Bank charges

Tr avelmor and subsnstence External

“ Staff development

'_ Securlty

" Commissions

ilPublxmty and adver li-sln'g o

: Donatlons/Corporate Socnal Responsnblllty

" Sp01ts and recreation
lelary

- AGM Expenses

Audit fees

; Legal fees

: Cohsulfﬁney

3 Llcensmg, lease and levy

_ Stakeholders expenses

: Total

Z.MAINTEMAMC

529,810 .
891,700
118,613,347 |
75,306,541
2,434,900

85,945,825 *

245,017,193 |
8,093,614 °

60,018,051
185,449,983
72,356,630

1,688,760

4,493,308

200,000 -
47,070,845
135,593,

3
3,552,830

32,801,679
1,835,838
11,424,040,212

71,379,134 -
3,177,281,798

Ksns

;Ground e

‘Plant and machmery
i-MBlHldlllgS

'I]qmpment

Motor velucles '

‘j:NFul niture and ﬂttmgs o
"jﬁSoftware o

;' Water | ﬁttmos and accessones -
~Water metel s '

Total

Gieios i
37 998,549
06,220,737
17,868,078
' 49541429" -
315,552
9,196,789

172 210,085 173,646,925

14,667,693

316,682,914

- 328,610 .
2,406,158
74,081,795 |
79,718,200

2,107,313
141,703,145
139,549,745 :

8,516,503 :
13,561,910
70,123,751

71 ;729,984 |

2,668,465 -
4,391,660 :
0 :
8,432,784 °
_ e

11,000,000 :
13,552,830

19,962,859 -

8,470,378

1,365,078,727 .
48,943,038
2,827,357,815

Kshs
113,721 -

" 27,554,090 -

3,134,446
13,308,717
40 226 174 |
13,832
4,584, 7"

9,815,382

272,398,254
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Cm e mmr e YINZ TR T 1

Pl OVlSlon “for bad and doubtful dcbts R

439,037,813 560,510, 258
510,136,699 475,702,475 g

Deprecratron ef.property, plant and

1 Amo I tlzatl(;n Of mtano rble assets 16 ‘ _38-135_6_142? T “9A9i35_54

 Total 987,310,124 1,046,136,286 |
i amaan

e e e e e e e e o v St Ao e o e st e . I<Shs l

' Interest on loan 44,087,687 74,105,665

Interesto noverlﬂraft e e R T T] 403
Interest on depos1ts T T 25800736 24,2738

Total I 69 888 423 98,620, 955

e SHION TN WYY ORI MRS Gy YD TEY 4 RS

FRNGCFYIC)

The SUI'plUS before tax lS stated after chargmo o :

Deprec1at10n of property, plant and 510,136,699 475,702,475
equ1pment . '

 Amortization of intangiblesssets 7 3EA3s612 9,923,554 |
D1rectors emoluments s e DT - M

Fees S 93,102,484 35,198,346
_Other emoluments ot s A .

Retlrement benefis 672 507106"" ' 1054 519 359"
A ! Interest expense I 69 888 423 - 98 620 955“
‘ And aftercredrtmg S

Other income. B (580,201,588) (919,238,638)

16, TAXATION

As earlier reported in the previous years, the Directors in terms of IAS 1 declare that the financial
~tatements present a fair view of the Company’s financial position; financial performance and cash
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flows and that they have complied with applicable International Accounting St lards and
interpretations. However, the Company has in terms of IAS 1 paragraphs 13t022d  rted from
the requirements of IAS 12 in order to have a fair representation of its tax liability :  as for the
following reasons:

(1) The Company is wholly owned by Nairobi City County, a County Government. The Company
Operations are under the County Government and as per the provisionof the Constitution
FOURTH SCHEDULE (Article 185 (2), 186 (1) and 187 (2)). 1t is principally a vehicle used by
Nairobi City County and Nairobi Metropolitan Services (NMS)to deliver services as per the county
government Act and the deed of Transfer. According to the 1 schedule paragraph 8 of the Income
Tax Act (ITA), the income of a County Government is exempted from the provisions of ITA. Any
surplus arising thereon is re-invested in the water services infrastructure for development and
enhancing sustainability as provided in water at 2016.

(7. PROPERTY, PLANT AND EQUIPMENT
According to the Tripartite Agreement, Hand over deed, Agency Agreement and Service Provision
Agreement, NCC handed over to the Company it has fixed or landed and other assets on lease
basis for the purpose of discharging its mandate under the Water Act of 2002. However, the water
Act 2016 provides the asset linked to water service provision should be vested in the company and
the transfer done by CS in-charge of water. This is still pending. The Company was granted rights
to carry out any capital improvements to the existing assets hence forming the basis of maintaining

a dual asset register.Accordingly, the Company is a co-owner of certain assets. The property, plant
and equipment schedule is shown on the next page
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atJui2020 '.fffff_'ff_”"
dmons atcost
classification

iposal
at June 2021

precmtlon at 1 JuIy 2020

preciation on dxsposal

arge for the year

cumulated Depreciation

lV AS AT 30 J’UN 2021

atdul2021

Iditions at cost .
clnssxfcatlon
:posal =

tgwe20m
precmtxon at 1 Jul 2021

arge for the yeflr

cumulated Deprecmtwn

3V AS AT 30 JUN 2022
3V AS AT 30 JUN 2021

lue of fully deprecmted -

sets
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Py A NT

BUILDINGS

'3,394,639,394

87,154,865
3,215,589

113,978,149
9,548,397

11, 764 521

100 088 166

“nagorees

2,241,528

11,764,521

102,188,224
113,978,149
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T69,711,940
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MACHINERY
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The work in progress (WIP) relates mainly to costs of ongoing but incomplete works on water pipeline

network and sewer relief network construction and other civil works and installations.

18, IRIT AR Iz 0 A Rawir

: SIS Kshs |

T KT M v oy P oo
R e IR
KR Jura T
AMoRTIZATION
AtlJuly O 165937,954 156,014,400 |
Chargefortheyear 38135612 9,923,554

; At 30 June T 204,073,566 165,937,954
5 | Net book value at 30th June 76,840,091 (a4, 03

‘ Value of fully Depreciated at 149,208,778 149,208,778 .
:30th Jupe

IO, INVENTORIES

Inventories represent the value of water treatment chemicals, office supplies, tyres and

accessories, motor spares, water meters and water fittings and accessories kept at various
Company stations

) nsus Kshs |
. Water treatment Chemicals & Lab 67,977,006 56,389,481 .
. equipment/apparatus ’

.~ Office Supplies . ‘18;670;5121;"‘”""""”1'9,0'1"6','3'1"*6"2
Tyresand accessories 948109 "4526"3“9”,%2{7'%
Motor Spares 14514872 20,102,365
E:‘"‘(.IIHfOI'l’l’). and protectlve clothmg S 15,736,74] - 11,393,649
st maiers T T G G 35
- Water fittings and accessories 258,512,304 312,094,996
Total 417,742,552 465,768,643
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. Kshs Kshs
Tradereceivables 7 8718982938  §,240,728,130
' Less: Allowance for credit loss 1(6,963,553,843) : (6,792,610,184)
Net trade receivables C1,755,429,095 . 1,448,117,945
' Other receivables S } 1,462,022,002 1  1,425,691,256 .
. Less: Provision for bad and doubtful debts ~ (55,512,564) 1 (55,512,564)

" Net other receivables 0 1,406,509,438 1 1,372,358,128 :
Prepayments and deposits G 155,731,106 174,545,457
: - O U3317,669,639 1 2,992,842,094

Specific provision has been made for all known doubtful debts. Bad debts are written off when all
reasonable steps to recover them have been taken without success. The provisions relating to the
reporting period are Kshs(6,963,553,843) (2020: Kshs (6,792,610,184)). This is based on the
provision of bad debts of beyond 480days as per the adopted policy.This includes ksh 5,935,309

under Nairobi Water and Sewerage Institutional Restructuring project that was closed in 30 June
2008 and khs 49,577,255 for VAT claims.

Other receivables include balances claimable from Postal Corporation of Kenya, Kenya Revenue
Authority (KRA), Cellulant Kenya Ltd, IDA receivables, staff salary advances ,medical excess
and Travel advances. The carrying amounts of receivables approximate to their fair value.

21. CASH AMD CABH EQUIVALEMTS

} KSns AND LD

. Cash in hér’id""“ T 3308332 2,490, 331
Cash at bank T 49842879 582,631, 529 J
@’Total : 753 171 211...‘ R 585 121 860

For the purposes of the cash flow statement, the earned cash and cash equivalents comprise the
above balance sheet amount. The company is not exposed to credit risk on cash and bank balances
as these are held with sound financial institutions. The cash at bank is held at Co- erative bank
of Kenya, Barclays bank of Kenya ltd, Equity bank Ltd,Sidian bank, Citi bank N.A, Housing
Finance, National bank of Kenya, National commercial Bank of Africa (NCBA), Diamond trust

bank Itd and other held in trust account by M-pesa holding account, Jambo pay and Airtel holding
Account.

The carrying amounts of the company’s cash and cash equivalents are denominated in the Kenya
shillings.
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27. [BHARE CAPITAL

02
owssns o Kshs
. Authorized, issued and fully paid:
5,000 ordinary shares of Kshs.20 100,000 100,000
There was no movement in the share capital during the year.
23, REVEMIIR RWORD VS
DAt July T e (6 028,570, 267) (5 933313 790)
Pnox year adjustments Y (2 432,396, 194) (1 9,830 730 ]
Restated Openmg balance I —8 460 965 461 (6 113 144 525
Surplus/DefiCIt for the yeqr (84 714, 791) 84,574,258
At 30 June - (8 545 681 252) (6 028,570,267)
Revenue

:serve comprises of net worth at conversion and accumulated surpluses over the years.
The prior year adjustment relates to errors in previous year Billing. The international Financial
Reporting Standard No. 8, requires that this to be restated but due to difficulties in establishing the
period that the error relate we have adjusted the prior year adjustment against reserve.

24, CAPITAL GRANT

The capital grant represents the cost of property, plant and equipment purchased using donor

fiinde

- Asat lst July
Additions

* Amortization:

~ Asat Ist July

" Charge for the year

~ Accumulated Amortization
Net book value as at 30" June

nsns
2,497,363,185 °
182,087,410
2,679,450,595 |

854,384,302 |

193,775,766

1,048,160,068 :
1,631,290,528

Kshs
2,154,069,676

343,293,508 -
2,497,363,185
© 660,608,536

193,775,766

854,384,302
- 1,642,978,883



Nairobi City Water & Sewerage Company Lid
Annual Report and Financial Statements
For the year ended 30" June 2022

T T T e ——,

| Balance brought forward 1,024,687,575 960,944,823 ;

5"'Depo‘sits received from customers 54,005,000 """'Z"f;i“z"é',“é'é%"%

- Accrued interest at 3% per annum T s 800 736 54,2~7§,E§30
Depbsits and interest refunded S (3 127, 236) (1866914

' Balance carrled forward E I 1 101 3‘66—"0"75 ' 1A6-221h6~87 575 i

The customer deposits balance comprises of deposits received from customers from 17 May 2004
when the Company commenced operations. The customer deposits received by the fo 1er Water
and Sewerage Department of CCN have not been inc 1ded in these financial statements pursuant
to Article 4 (sections 3-4) of the Tripartite Agreement dated 5 April 2004, which states that CCN
shall continue to hold and be responsible for deposits received from customers =fore the
Company’s formation. This Article further states that the Company shall refund deposits as and
when demanded. Customer deposits are withdrawn on demand when accounts are closed.

However, as is the case with other deposits of a similar nature, customer deposits are not usually
withdrawn within one year.

"L AP U R TR 6

INSIES Ano LA
i baman T
Non‘l‘fu’rréﬁi T 23405448 302,624,997
Cutrent 287233 6, 522 564’"?;
§"Tota1 Banlé’“ﬁé’r}a&}i}{é’s”“'"'”'383 392 681 S 371 147 561

The Company had 2 loan facilities with the cooperative bank of Kenya during thé year namely;

(a) A term loan for financing sanitation connections in the informal settlement of kes 600
million at Co-operative Bank under the OBA project co-financed by the World Bank. The
company made a drawdown of kes 529,201,331. Interest rate at 13.5% pared ing balance.

(b) The company maintains an overdraft facility with the co-operative bank of Kenya of Kshs.
35 million that may be utilized by the company to reduce liquidity risk.

(c) Insurance premium financing of kshs 90,860,253 financed by Co-operative bank of Kenya.

The facilities are secured by the following;
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i.  Existing all assets fixed and floating debenture over the company assets of kshs700 million
(Seven hundred million only) with the co-operative bank of Kenya

ii.  An assignment agreement of our receivables to Co-operative bank of Kenya;
iii.  Daily cash/ call deposits build up in the amount of kes 2,000,000 per day via sta ling order;

iv.  Duly executed lien and cash charge documentation to back the arrangement un r items ii
and iii above;

v.  Executed general terms and conditions

Detailed analysis of the borrowings

INSUS Kshs

Domestlc Bos rowmgs e e
Balance at begmmmI of the year o ('371 147 561> 681,003,564
Domestnc borrowmgs durmo the year 90 860 253 0
Repayments durmg the year .“_'(78 615 133)W o (309 855 942)
Balance at end of the year 383,392,681 371 147,561 °
TR AT AR Ty ORI G T35 T 4 sy e

1SN Kshs |
 Trade pay: les 1702880772 1,525,445,049
_Otherpayables  2660,013479 865,828,825
Total T a362,894051  2,391273.874

In the opinion of the management, the carrying amounts of Trade payables approxii ite to their
fair value. Other payables include staff related liabilities e.g LAPTRUST — Kshs 2,236,625,495
resulting from an actuarial deficit plus interest and penalties and Lap fund Kshs. 146,623,630. The
maturity analysis of trade and other payables are shown in note 33 (a) (ii).

20‘« TS TONR IR UL /Wy amman a7 s ne e o

15SNS Kshs

" Customers credit balances  308447,036 266,702,512
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The customer with credit balances are those whose accounts have been overpaid and or have
been issued with a credit note due to previous ove (lling.

o AR NKS AW BT T EWIY F R ARSI AT AR LA

e e e e e Kshs Bilclonduit
As at openmc ) 191 252 411 - 291 402 887
40 075 065 (100 150 ,476)

231, 327 476 191,252,411

P—ro.\/lSlon for annual leave | pay is based on services rendered by full-time employees up to the end
of the year.

A(ldltlon/Decre-ase foxw the year

‘ As at closing

30. AMOUNT DUE TO RELATED PARTY TRAMSACTIONS
The Nairobi City County Government owns the Company 100%.
Athi Water Works Development Authority (AWWDA) is the Asset Holding Entity. During the

year the transactions conducted between these related entities were at arm’s length and in the

normal course of business in compliance with the Water Act 2016.The following transactions were
carried out with related parties:-

AMOUNT DUE TO RELATED PARTY TRANSACTIONS

i)Lease fees for the year payable to Athi mewe
Water Works Development Authorlty

f;i"As at July 7,548,195498  6,623,220,806
| Fees for theyear 924,974,692 9% 974,692

NeC
- Sub-total S 8,473,170,190 7,548,195,498
‘ »Reclassnﬂed

_Subtotal

i.‘At 30 mé B

At 1 July
Reclassnﬁell -
'ngqud durmg theyear U
A€30 June S
;_Grand Total SRS

Classxﬁcatlon of related party p‘ly‘lbles

© 8,471,345,690
ll)Inllerlted debts from Nalrobl Clty County__tm-‘ - -
60 361,093
1,824,500
(2 809 221) ’
59,376,372
8,530,722,062

 7,548,195498

142,599,817

(82 238,724)
60,361,093

" 7,608,556,591
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Non cur rent

Curn ent

Total
;m)Blllmg of Watex services to NCC
At1Ji

Billng for theyear
Paid durmo the yem o -

_Adjustment

At 30 June T

924,974,692
T 8530,722,062

453,610,466
eosis
(14,005,741)
S
510995927

'"7 605747370 6,

6,683,581,899
924,974,692

7,608,556,591

384 214,463
78 89202,
(6 986,668)
(z 06,531)
453,610,466

The tariffs applicable to Nairobi City County are the same as those charged to other customers.

31, MANAGEMENT STaARE

" Salaries and other short term beneﬁts
Termination benefits

 Post-en loyment benefits

vTotélA

* Director”’ s remuneration:

j -Fees for services as Dlrectors

EI-Othel ‘emoluments as Chief

- above)
Total

executive |
t (included in key management compensation

COMPENSATION

IASHS
1,336,059,206
175,558,771
553,400 .

C1,512,171,377

93,102,484

12,249,628

105,352,112 -

Kshis
1,147,589,456
167,559,425

52,000
1,31¢ 00,881

37 18910

113,123,543

46,142,453

A listing of the members of the Board of Directors who served is shown on page 5 of these financial

statements.
32, PRI YR AD ADIidw

TR D BT

. Trade Receivables O

Other payables (i)

Kshs

Kshs

(195 770, 698) (179 83 735)

(2,236,625,495)
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‘Total ”

Sub-notes:

(2432,396,193) (179,830,735 |

(i) Correction of prior period trade receivable balances due to errors in billings.

(i) Actuarial deficit plus penalties and interest on unpaid pension liabilities

AN A QR AR RO IE AT IR Y A

INOtes

 Deficit /Surplus for the year before tax

&

Ad j ustment for

Revenue reserve 30

Déprecratron of property, plant and o 15

equlpment

Amortlzatron Of lntanglble assets R __16‘ T

' Arnortlzatron of grant a asset R 2

GAPIR ATIONEG

ANDALD .

T (84,714,791

AR RRLe

" 84,574, 258

(2 445 920,579)

510,136,700 475,702,475 '

38 135 612

166) ""'(193 775, 766)

? Operating surplus before working capital

changes

Increase Trade and other recewables

Decrease /Increase in Inventories

: Increase/Decrease in Trade and other

payables

Decrease /Increase in Provrsrons

' Increase m Customer deposrts

Increase in Amount due to related

- parties SR
Cash generated from operatrons

4. EMIPLO

b5 g4

'69888423""“ ¢ 620,955 |
(2,094,067,858)

(269 558 635)”'
48,026,092
1,971,620,377

(26,231,264) |
(22,789 321)

40,075,065
76,678,500
922,165,471

YEE RETIREMENT BENEFITS EXFPEMSDT

The employee retirement benefits expense comprises:

 Nation:

2 Provrdent fund/pensron fund

_— Secu“typund =
492,425,635

4,522,700 3,757,200

883,202,727

i

(179,830 735)

i

9,923, 554 '

295,214,740

l

 (82,268,156) -

(100,150 A476)
63,742,752
842,735,967

970,254,242
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| Gratuity 175,558,771 167,559,425
| e 054 19 35

>

I35 COMMIT AT

DS Kshs

Contracted but not provided for 215341695 195,251,974 |

36, PTUTURE REMTAL COMMITMENTS UNDER QPERATIMG LEASES

This relates to leases for operational buildings at various centers at Enterprise centre- Addis Ababa
Rd Industrial Area, Showebe Plaza Pangani, Parklands Plaza Westlands, Cameo building ~Town
centre, National water plaza (Dunga Road), Shujaa mall along Spine Road.” ¢ lease terms are for

six (6) years, and the majority of the lease agreements are renewable at the end of the

;:ase period
at market rates.

 (GHH Kshs |
Wlthm lyear 66644909 64578940
After 1year utless thans years 167,836,827 93,003,042 -
! 234481736 158,482,882

—.I—

ST. CONTINGENT LIABILITIES

This comprises of (a) pending suits and dispute :laims arising from debts inherited from NCC in
which the Company has been enjoined as a defendant plus other pending suits instituted against
the company, all amounting to Kshs, 6,594,745,836 (2021):Kshs 5,640,150,798).The likely
outcome of these matters cannot be determined as at the date of signing these financial statements.
Based on the information currently available, the Directors believe that the ultimate resolutions of
these legal proceedings, claims and tax exemption application are not likely to have a material
effect on the results of the Company’s operations, financial position or liquidity.

TR

38, RISK. MANAGEMENT OBIECTIVES AND POLICIES

(2) Finamcial risk management

The company’s activities expose it to various financial risks and market risks e.g. foreign
exchange risk, interest rate risk and price risk, credit risk anc  quidity risk. The Company’s
overall risk management policies are set out by the board and implemented by
management , and focus on the unpredictability of changes in the business environment
and seek to minimize the potential adverse effects of such risks on the Company’s
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performance by setting acceptable levels of risk. The Company does not hedge a;

inst any
risk.

e I
ACHE SR A B

Credit risk is the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation. Credit risk mainly arises from financial
assets, and is managed on a company-wide basis. The company does not grade e credit
quality of financial assets that are neither past due nor impaired.

Credit risk on financial assets with

anking institutions is managed by
institutions with

good credit ratings.

:aling with

Credit Risk on trade receivables is managed through a monthly review of outstanding
balances. Payments not received within the contractual credit period are enforced through
disconnection. Any identified errors in billing that can delay revenue realization are

adjusted on a weekly basis. The debt of over 480 days is provisioned and written back
when realized.

The maximum exposure of the company to credit risk as at the balance sheet date is as

fallawe:

1’er10rmmv UL Liipsan vea

N i

Kshs '

AS at 30" June 2001

‘Financial assets

Trade receiva) -s‘

Other recelvables

* Gross financial assets

AS at 30“1 June 2022 P

{I’mancx. assets
_Trade recelvables T 931,074,377 o
Otllerrecelvables o 4R27161

lf'Cash in hand &banl{ s

| 2,127,072,749

Gross financial assets

674,670,524

264,639,696
sk in hand Sbaic
. T

V Kshs 7 o

'7‘7' 3447421
1 119 063 382 o
1,892,510,803

824,354,718

11,788,036,995 7,019,066,4 5

963,682,277

6 792 610,184

55 512 564

6,848,122,748

6,963,553,842

55,512,564

 Kshs

© 8,240,728,130 -
1439215642
585,121,860
10,265,065,632

8,718,982,938
1 462,022,002

753,171,211
110,934,176,151

The past due debtors but not impaired continue to be paid. An impairment provision of
(Kshs (6,963,553,843) (2021: (6,957,206,993)) is held against the impaired receivables.
The company does not hold any collateral against the past due or impaired receivables



Mairobi City Water & Sewerage Company Lid
Annual Report and Financial Staiements

For the ye

ear ended 300 June 2022

except for the nominal customer deposits. The management continues to actively follow
up past due and impaired receivables.

D Liguidily ciak
Liquidity risk is the risk that the company will encounter difficulty in meeting obligations
associated with financial liabilities. The board has developed a risk management -
framework for the management of the company’s short, medium and long-term liquidity
risk by continuously reviewing forecasts and actual cash flows, and maintaining banking
facilities to cover any shortfalls. The Company maintains an overdraft facility of Kshs. 35
million that may be utilized by the company to further reduce liquidity risk. This facility is
reviewed annually in order to factor the company’s changing circumstances.
The table below summarizes the maturity analysis for financial liabilities to their
remaining contractual maturities. The amounts disclosed are the contractual undiscounted
cash flows presented in million Kshs.
. PR 1uo i1 1,1U3 1,703 |
r Payables torelated arties 77 154 694 7606 8531
Other payables 1% a8 2434 2,660
Loans from banl\ R P T TR PR+
' Total | 507 293 1,100 11,377 13277 |
Yearended30thJune . O SRRSO
- 2021 L
%hTrade payables e e e _941, T
?Payables to related partles 7T 154 693 6,685 7,609
E'Other payables 7T S e P g
?Loans fr(;m bank e T e S e e
‘ Total 546 325 1,143 8370 10,384

(-’_,!;/__-_'," et i

Market risk is the risk that the fair value or future cash flows of financial instruments will

fluctuate because of «  anges in market price and comprises three types of risks: ¢ ency risk,
interest rate risk and other price risk.

Interest rate risk

The company is exposed to cash flow interest risk on its variable rate borrowing  2cause of
changes in market interest rates. The company manages this exposure by maint  nga high
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interest cover ratio, which is the extent to which profits are available to service borrowing
costs. If the interest rates on the company’s borrowings at the year-end were to

increase/decrease by 1% percentage points, with all other factors remaining constant, the post-
tax loss/profit would be lower/higher by Shs

Currency risk

The Company operates wholly within Kenya and its assets and liabilities are repo  :d in the
local currency.

(b) Capital managsement

The company manages its capital to ensure that it will be able to continue as a going

concern while maximizing the return to shareholders through the optimization of the debt
and equity balance.

The capital structure of the company consists of debt, which includes the borrowings and
equity comprising issued capital, capital grant and revenue reserve as disclosed in notes
17,18, 19& 21. In order to improve on the capital structure, the company may replace the
short term funding with long term funding and also improve on the efficient management
of working capital particularly the accounts receivables.

AR LD

[i‘“dﬁ{r Debt 7 73317.669,639 2 992,842,094
;}MLess cash and cash e equlvalents (Note 16) S 753,171,211 - 585 121, 860
. Total Debt net ofcash ‘ T 2564,498428  2,407,720,234
' Total equity T (6 914,290,724)  (4,385,491,384)
"Total Capiiéi?e"sources T (4 349 792’2’96) (1"97‘7 771,150)
 Gearing ( net debt over total capital resources) (59)% QZ)%”

3%, MCORPORATION

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

A EYENTS AFTER THE REPORTIHG PERIDL

There were no material adjusting and non- adjusting events after the
reporting period.
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The financial statements are presented in Kenya Shillings (Kshs).

A2, COMPARATIVES
Comparative figures are adjusted to conform to changes in presentation in the current
year where necessary.
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et e am A waAW MLAVRKD UL

the supporting documents
were however not provided
for audit review.

In the circumstances, it was
not possible to confirm the
validity of the arrears.

33

Irregular Payment of Leave
Allowance

Analysis of the payroll data
revealed that officers were
overpaid leave allowance by
Kshs.46,655,560 more than
once in the financial year. This
is contrary to the CBA Clause
17.1 (f), which states that
employees shall be paid leave
allowance at 72% of their
monthly basic pay once in a
year when proceeding to
his/her leave provided the
employee takes not less than
half of the annual leave.

In the circumstances, it was
not possible to confirm the
validity of the leave
allowance.

3.4

Lack of Records on
Anpplicable Staff Allowances
e Human Resource Manual
and Collective Bargaining
Agreement  provides  for
payment of  the fuel






























































































































