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Amatsi Water Services Company Ltd
Reports and Financial Statements
For the Year Ended June 30, 2017

KEY COMPANY INFORMATION
Background information

The company was established by the 2002 Water Act of Parliament on (13™ November
2005).At Local level, the company is represented by the Managing Director for the Board of
Directors, who is responsible for the general policy and strategic direction of the company.

Principal Activities

The principal activity of the company is to provide water services to urban areas and some
sections of the rural parts of Vihiga County.

Directors

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

1.  Rev.Peter Adolwa - Chairman - Appointed on 6™ Aug. 2014.
2.  Mr. Naftali Agalomba - Managing Director - Appointed on 9% Feb. 2015.
3. Mr. Boaz Amuhaya - Director - Appointed on 6™ Aug. 2014.
4,  Mr. Isaiah Arula - Director - Appointed on 6% Aug. 2014
5. Mrs. Grace Idala - Director - Appointed on 6™ Aug. 2014
6.  Mr. Luke Andeka - Director - Appointed on 6 Aug. 2014
Registered Office

P.O. Box 740 (50300) Maragoli.

Lunyerere Water Station.

Mbale — Chavakali Road. .
Vihiga, KENYA ’

Corporate Contacts.
Telephone:

E-mail: amatsiwaterco@gmail.com
Website: www.go.ke

Corporate Bankers.
1. Kenya Commercial Bank
Mbale Branch
P.O. Box 344 — (50300).
Maragoli.
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2. Barclays Bank
Mbale Branch
P.O Box 285 - 50300
Maragoli.

3. Safaricom(M —Pesa).

Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

Principal Legal Advisors

1.  The County Attorney. @
County Headquarter (VIHIGA).

P.0. BOX. 344 —50300.

~
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CHAIRMAN’S STATEMENT

Board’s composition and activities

After promulgation of the Constitution of Kenya 2010, Water service provision was devolved
to the County Government. The Company constitutionally became a county agency for water
services provision. In this regard, we are yet to amend the Memos and Articles of Association
to incorporate the County Government of Vihiga as the new shareholder in this financial
reporting period. :

Vihiga County Assembly committee of Water should fast track the county regulations of the
County Water Act to pave way for the amendment of the Memos and Articles of Association.

The board is set up four committees of the board namely Technical, Finance and
Administration, Human Resource/Legal, and the Audit Committees. Most of the activities have
been taking place within the committee and ratification done at the full Board of Directors
level.

The Company has all along the financial year observed good corporate governance principles.

Financial and Operational Performance

a) Sales versus Expenditure for the year

Sales for the 12 months period ended 30% Jung 2017 was Kshs.38,768,704 /= compared to
Kshs. 33,768,704= for the twelve months period ended 30% June 2016. This represents
14.8%growth. Increase in new customers and reactivation of old customer connections has
contributed to the significant growth and the same trend is expected in the next financial year.
?
During the financial year the Non-revenue water still remained a challenge, most of it being
attributable to old dilapidated pipelines and damaging of pipelines due to road construction
works.

b) Reliance on County Government subsidy for electricity bills payment

The Company continues to rely heavily on the County Government of Vihiga to pay its
electricity bills. The company without this subsidy cannot run and efficiently discharge its
mandate as all the five schemes are pumping schemes with terrain challenges. If we would be
able to do away with pumping schemes and harness a gravity water source and green energy,
then we would reduce high electricity bill and thereby able to break even and meet other
financial obligations which remain a challenge.

Signed

--------------------------------

Board Chairman
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MANAGING DIRECTORS REPORT FOR THE YEAR ENDED 30™ JUNE 2016

The focus during the year was mainly two issues:

« Increasing coverage area through expansion of water services.
% Increase metering ratio from the 29% to 35%.

With increased coverage and reduced burden on overheads, the organization was able to meet
its obligations on both the customers and other key players at a much lower cost hence
progressively moving towards sustainability.

The company as a water service provider in Vihiga envisages an improved service provision
and coverage in the next financial year when the following areas will be prioritized.

Expansion of water services through laying of new pipelines in upcoming urban setups
and upgrading of dilapidated infrastructure.

We intent to serve all our customers and ensure that all get the basic commodity. This
will be done through rationing schedule to cover most parts of the County.

We have a metering plan to cover all customers to account for all the water we produce
and supply to them. We have started by metering institutions then cascade down to
small household consumers, this we, believe will, increase revenue whereby all
customers brought on board will be billed

Upgrading the entire supply, distribution and service lines and facilities would ensure
proper controls and efficient services. Fhis would involve laying an untapped rising
main to the distribution tanks, upgrading the tanks to bigger capacities i.e. from 100m?
to 250m? to 500 m3, laying return lines to service lines, installing necessary fitting along
the pipes i.e. the pressure, air and Gate valves. This exercise W,ill eliminate illegal
connections, improve supply to all customers and activate other dormant connections.
We are currently improving revenue collection measures and tap into the potential in
technology. This includes SMS payment and billing, improving our billing system and
proactive collection strategies. We have categorized consumers in regard to their
consumption patterns and their metering in future. We propose to have digital meters
that could be monitored from the office when interfaced with our computers.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors were successfully recruited and underwent Corporate Governance
training in July 2014, after which they were handed appointments in August 2014. Official
inauguration was done in a ceremony at the Governors board room held on 9"March 2015.
The Company has all along during the financial year observed good Corporate Governance
Principles.

CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Amatsi Water Services Company Limited is working in the water sector services provision.
We identified that water is a social good therefore; we apply our core competencies to advance
social change and improvement in our area of jurisdiction in a way that will, contribute to
business oriented results and enhance service delivery to citizens.

During the financial year ended 30% June 2017, the company embraced the CSR in its actions
to encourage positive impacts through its activities on environment, consumer, employee,
communities and other stakeholders.

On employee recruitment and retention; the company previously had faced exodus of core
competent employees both in management and technical fields. This was occasioned by the
challenges we were facing. To ensure we build confidence in our staff, we went down to
implement strategies to improve their terms and internal environment.

To ensure that we improve customer loyalty, we organized clinics in our respective Vihiga
cluster areas and during the outreach exercises. We facilitated the citizens on awareness of
some retrogressive social cultural behavior. HR wing took them through some basic knowledge
on HIV/AIDS, drug abuse and other risk behaviors.

L4

»
The company also has pro-poor policy with an objective of ensuring affordable access to clean
and safe water to the less privileged and poor members of the community.

This we have done through;

1. Providing water to Community Kiosks to improve water coverage to poor homesteads
2. Providing them with water meters without requesting them to pay for the meter during
connections.
3. Staggering installment payments on agreement.
4. We have decentralized pay points to Scheme level and small urban set ups to reduce
distance to pay points.
5. We introduced mobile payment platform. This helps to save time and cost incurred to
commute for payments.
In addition to improving product quality, Amatsi took various steps to improve the
responsiveness in line with the commitment as set forth in our legal framework and our service
charter. Among them includes responding to customer needs and promptly solving customer

Complaints. Customer care desk is in place in all the five Schemes and a register opened to
register complaints. There is a laid down procedure to expedite complaint resolution.
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DIRECTORS’ REPORT FOR THE YEAR ENDED 30™ JUNE, 2017.

The directors submit their report together with the audited financial statements for the financial
year ended 30™ June 2017which discloses the state of affairs of the company.

PRINCIPAL ACTIVITIES

The principal activity of the company is that of offering Water and Sanitation Services to the
residents of Vihiga in the five cluster schemes namely Mbale, Kaimosi, Maseno (Emuhaya and
Luanda) Sosian and Vihiga and their environs.

Amatsi Water Services Company Limited (AWASCO) was licensed by the Lake Victoria
North Water Services Board (LVNWSB) to operate and maintain Maseno, Mbale, Kaimosi,
Sosian and Vihiga Water supplies previously run by the Ministry of Water and Irrigation. The
five water supplies form the Vihiga cluster and serve approximately 90,000 people. The cluster
had three shareholders with equal shareholding; and is County Council of Vihiga, Municipal
Council of Vihiga and Town Council of Luanda which is yet to be changed in line with the
constitution 2010.

The company offices were situated at Mbale town near the District Water offices. The
company signed a service provision agreement (SPA) of five years with LVNWSB on
16MMarch 2006 and assumed full operations on 1¥May 2006.

The company was governed by a seven member Board of Directors drawn from various
stakeholders and a Managing Director.

All the schemes have pumping stations for th¢,conveyance of water. Maseno, Kaimosi and
Mbale Supplies whose sources are rivers have full treatment plants. Sosian and Vihiga draw
their water from protected springs and therefore have partial treatment that involves nominal
chlorine dosing. All the schemes, having been constructed over forty yeats ago are dilapidated
and inadequate to meet the current demand within their coverage areas. *

AUDITORS

The Auditor General has been appointed auditor of the company as per the provisions of
Section 29 of the Exchequer and Audit Act, Cap 412 and sections 14 and 15 of the Public Audit
Act 2003.

Signed for the board

Mog®
Secretary
Board of Directors
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR THE YEAR ENDED 30™
JUNE, 2017

The Companies Act require the Directors to prepare financial statements in respect of Amatsi
Water and Sanitation Company, which give a true and fair view of the state of affairs of the
company at the end of the financial year and the operating results of the company for that year.
The Directors are also required to ensure that Amatsi Water keeps proper accounting records
which disclose with reasonable accuracy the financial position of the Company. The Directors
are also responsible for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of Amatsi Water’s 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, 2017 This responsibility includes: @)
maintaining 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 company; (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 Amatsi Water
(v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Directors accept responsibility for Amatsi Water Services Company’s financial statements,
which have been prepared using appropriate accounting policies supported by reasonable and
prudent judgements and estimates, in conformity with International Financial Reporting
Standards (IFRS), and in the manner required by the PFM Act and the State Corporations Act.
The Directors are of the opinion that the Amatsi Water Services Company financial statements
give a true and fair view of the state of Company’s transactions during the financial year ended
June 30, 2017, and financial position as at that date. The Directors further confirm the
completeness of the accounting records maintained for Amatsi Water Services Company, which
have been relied upon in the preparation of the Company’s financial statements as well as the
adequacy of the systems of internal financial control.

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

Approval of the financial statements

The company’s financial statements were approved by the Board on o / oG } 0.1
2017and signed on its behalf by: ’

............................
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REPORT OF THE AUDITOR-GENERAL ON AMATSI WATER SERVICES COMPANY
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REPORT ON THE FINANCIAL STATEMENTS.
Qualified Opinion

| have audited the accompanying financial statements of Amatsi Water Services Company
Limited set out on pages 12 to 71, which comprise the statement of financial position as
at 30 June 2017, and the statement of comprehensive income,, statement of cash flows
and statement of changes in equity, for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions of
Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. |
have obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Amatsi Water Services Company Limited as at
30 June 2017, and of its performance and its cash flows for the year then ended, in
accordance with International Financial Reporting Standard and comply the Companies
Act, 2015.

In addition, as required by Article 229(6) of the Constitution, except for the matter
described in the Other Matter section of my report, based on the procedures performed, |
confirm that, nothing has come to my attention to cause me to believe that public money
has not been applied lawfully and in an effective way.

Basis for Qualified Opinion
1. Inaccuracy of Trial balance

The trial balance had a variance of Kshs.927,152 between the debit and the credit
balances which is captured under suspense account.

The existence of such a variance puts in doubt the accuracy and the reliability of the
balances reflected in the financial statements for the year under review.

2. Administrative Expenses

The following items under administrative costs have variances between the figures as
posted in the notes to the financial statement and the supporting schedules. The variances
had a cumulative variance of Kshs.831,483. The variances are as tabulated below;

Report of the Auditor-General on the Financial Statements of Amatsi Water Services Company Limited for the year
ended 30 June 2017

Promoting Accountability in the Public Sector





