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C}IAI 'S STATEMENT

It is wit great pride that I report yet another year of solid growth and stellar financial performance tbr
our c n line with our expectations. We have remained steadfast in our commitmenl to

lives ofthe community we serve through continuous provision ofthe services that make
to our cuslomers.

trans ing the
v,i

a rcal di

On the
discussi
area.

The welve months have been characterised by several dynamic factors that have shaped the overall
busines nvironment. This factor includes but no limited to the prolonged dry spell that re-defined some
elenr

]in 
our industu.

lovemance front, the impact of devolution has continued to take shape. We got involved in
with the county government in funding the implementation of some lines within the scheme

Oul d ation to our strategy has yielded a relatively fair sel of financial results, despile the prolonged
dry spe
gen

ln conc
Board,
lhat we

ion, we continue to enjoy the support and goodwill inter alia of the Regulatory Authority, the
clients, suppliers and service providers. I wish to record our appreciation to them all and note

ighly value this relationship.

Finallv
essenti

which has been witnessed in our counlry. This is a clear confirmation of our commilmenl to
g long term value for our stakeholders.

o my fellow directors, thank you for your commitment, support and considered advice that is so
in this extremely noble service.

6

I also rfish to thank and congratulate the management team and staff of the company for the loyalty,
dedicat$n and tireless elforls that have made these results possible.

Mt *,"*
chrirflan

2{ Scffembet 2019
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REPOITT OF TIIE CTIIEF EXECT]TIVE OFFICEIT

I am pleased to announce yet another year of fairly perfonnance in our duty of provision of water
services. We have maintained our record olgrowth through superior conrmercial performance across our
entire services. Our custonrers have rewarded us with loyalty as we have strived to over deliver on our
promise of a superior cuslo,ner experience.

Our lairly financial perfonnance has enabled us to continue with substantial inveslment in our network
and other services. Customer satislaction levels have continued to improve as evidenced by higher usage
of our services.

Due to fhvourable weather conditions experienced almost all the year round, our total revenue increased
lrom Kshs 32.652 million to Kshs 33.714 million while our customer base increased from ll.l43 to
| 1.657.

Our other miscellaneous services continue to increase. Application fees fbr new connections remain the
key driver, having generated slightly above half of our total miscellaneous revenue. The growth was
driven primarily by our num ber of cuslomers who slood at I I ,657 as at c lose of the account ing period.

Our stafli are the greatesl resource and we have an exciting mix of skills in various disciplines blended
rvith rvealth of experiences. The average age of our employees is approximately thirty-five years. They
are enthusiastic to make cerlain that we are always in the front. These employees are always ready to roll
up their sleeves whenever required to perform specific tasks to ensure that customers'needs are met and
our goals achieved.

Strategic prioritics

Our goal is to continue transforming the lives of our lellow Kenyans and delighting our customers with
great value and services. SMS billing still ongoing well. That is a mile stone project given the value it has

added to the company after it was fully automated. Further the company's migration to cash being paid
directly to the bank has gone on well. During the year, we intend to commence the process of Mpesa
payment. This will give our customers the opportunity to choose lheir preferred mode of payment. Our
priority this year is growing the number ofactive connections and making E- payment the preferred mode
of payment. This will make a significant contribution to the lives of our customers and accelerate Kenya
towards a cash-lite economy.

7

To ensure our customers get value for their money, 'rve intend to engage both the Regulator and the Board
in Regular Tariff Adj ustment (RTA) issue-
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to offer better services in 2020

oka
Manager.

8

An n ual

Ngagak{i*ater has continued to be the front runner and this can only be due to the commitment and
diligencf] by the board, management and stalT who have worked tirelessly to satisfy our clients, and all
stakeholflers. I register my appreciation to the support which has made 2019 once again a momentous
year forlllofus.

d{d
FranYis

24't' SeTLnher 2019
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CORPoIIAI'E (;OVEIINANCE STAT'EM IiNT

Good corporate governance is key to the integrity of water sector institutions and markets and is cenlral
to the health of our economics and their stability. Corporate governance plays a leading role in making
certain how corporalions and their boards and management are directed. controlled and held to accounl.
Corporate governance therefore encompasses the systems, practices and procedures by rvhich the
individual corporation regulates itself to remain competitive, ethical, sustainable and fair.

Appointed on December, 2012 The Board of NGAWASCO limited tbllows, principles of openness,
integrity and accountability in its stewardship of the company's affairs. lt recognizes the developing
nature ol corporate governance and assesses the company's' compliance rvith generally accepted
corporale govemance practice on a regular basis, directly and through its board commi[ees and
management. The role of the board is to ensure conformance by focusing on and providing the
company's' overall strategic direction and policy -making as well as performance review through
accountability and ensuring appropriate monitoring and supervision. The board is also responsible lor
theoverall system ofinternal control and for the reviewing its effectiveness. The controls are designed to
both safeguard the company's' assets and ensure the reliability of financial information.

A management team, comprising the general manager, heads of departntents and senior staff meets
regularly to consider issues of operational and strategic imporlance to the company. Here below are the
key leatures ol the existing corporate govemance practices within Ngagaka Water and Sanitation
Company Lirnited which are reviewed and improved on a regular basis: -

l. Board of Dircctors

The board ofdirectors consists ofone executive director and nine non-executive directors, who have been
appointed in accordance with the Water Act 2002. The chairman ofthe board is a non-executive director
and the board meets formally at least four times a year.

The non-executive directors are actively involved in and bring strong independent judgment on board
deliberations and discussions. These directors have a wide range of knowledge and experience of local
markets that is applied to the lormulation ofstrategic objectives and decision making.
The board nreets regularly and retains lull and elfective control over the company in all strategic.
financial, operational and compliance areas. ln 2019, four board meetings were held and all directors
attended the lbur meetings

To assist the board in the discharge of its responsibilities, board committees have been established. All
the board committees meet at least once a year. The commiltees are as lbllows: -

9

The board is responsible for sening the direction of the company lhrough the establishment of stralegic
objectives, key policies and approval of budgets. lt monitors the implementation of strategies and
policies through a structured approach to reporting by management and consequent accounlability.



N Water and Sanitation Company Limited

,\nnua eports and Financial Statements
For th car ended Ju ne 30, 2019

a) u(lit ('ot|uDiltcr

The laudit committee comprises of three non-executive directors and a senior manager. The
itlee is responsible for inter alia, developing and advising an audit and financial controls and

liance issues ofthe company. It also defines the scope ofthe intemal audit function and acts as
a li
-J

on between the external auditors and management. The current members ofthe committee are:
tumuta (Chairman), CEO Tana representative and Josephine Marigu.a

b) inance And Technical Committee

finance and technical committee comprises of five non-executive directors and the general
ger. The committee provides guidance to the board on finance and technical requirements for

the
Ge ral Manager and A Kinyua (Chairrnan)

pany. The current members are D. Muthoni, N. Njue, J. G.Nyaga, CEO Tana Representative,

Il',)

, I nternal Cont rols

C.
C lrman

. Nyaga
#trq

F. M. Njoka
Director.

company has implemented and maintained internal controls designed to provide reasonable
ance as to the integrity and reliability ofthe tlnancial statements and to adequately sal-eguard

and

and
T
fu

J

effectiveness of the system of internal controls is nronitored regularly through internal audit
ions, operational meetings and the annual extemal audit

lated Party Transactions and Directors Remuneration

intain accountability ofthe company's' assets. Such controls are based on established policies
dures and are implemented by trained personnel with appropriate segregation of duties.

related party transactions with the company during the year ending J0'h June 2019 are detailed
r note l9 on page 33 ofthese annual report and financial statements.
remuneration lor directors consists of sitting allowances lbr their services relating to the Board

mmittee meetings

l0

Th{]aggregate amount of director's remuneration for services rendered during the year ending 30th

Jurd 2019 are conlained under note l9 on page 33 ofthese annual report and financial statements.
I

l. llcoing con""rn
t/

Th{ directors confirm that the company has adequate resources to continue in business for the
feallble future and therefore the continued use of going concern as a basis of preparing the financial
sta[ments.
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CoRPORATE SOCIAL RT]SPONSIBI LITY STA'IEi\IEN]'

The conrpany upholds its core values which enshrine ethical business practices, compliance with
regulatory and other legal requirements and respect for hurnanity, communities and the environment. The
company's' corporate social responsibility (CSR) hinges on two key pillars, enrployees and welfare
programmes.

During the year, our employees have become an imponant parr ofthis noble objective. The employees
are the backbone ofour success.

Therefore, we have unrelentingly ensured that they have a favourable work environment. Training and
development ofstaffhas continued to be an important pan ofour business. All staffs are encouraged to
altend intemal and external training sessions to upgrade themselves technically and professionally. The
intemship placement programmes have continued with several studenls working as inlerns in various
deparlments. Those students are drawn from various colleges.

ll
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ITEPO OF THE I)IRECTORS

The Di
30, 201

tors submit their report together with the audited financial statements for the year ended June
hich show the state of the Cornpany's affairs.

Princi activity

ipal activity ofthe entity is provision ofwater and sanitation services within the Service Area.The pri

Results

The re ts ofthe entity for the year ended June 30, 2019 are set out on page l5

bers of the Board of Directors who served during the year are shown on page 4 ln accordance

24'h 2019

lation of the company's Articles of Association

Audi

The itor General is responsible for lhe statutory audit of the company in accordance with the Public
agement (PFM) Act, 2012, which empowers the Auditor General to nominate other auditors

ut the audit on his behalt'.

of the Board

Di rcc

Fi
to

t2



For thc year ended Junc 30,2019

STATEMENT OF I)IRECTORS' RESPONSIBILITIES

section 164 of the Public Finance Management Act,20l2 and the County Corporations, require the
directors to prepare financial statements in respect of the company, which give a true and fair view of the
state ol at'fairs of the company at the end of lhe financial year and the operating results of the company
for that year. The Directors are also required to ensure lhat the company keeps proper accounting records
which disclose with reasonable accuracy the financial position of the company. The Direclors are also
responsible for safeguarding the assets oflhe company.

The Directors are responsible for the preparation and presentation of the company's financial statements,
which give a true and thir view of the state of affairs of the company for and as at the end of the financial
year ended on June 30, 2019. This responsibility includes: (i) maintaining adequare financial
management arrangements and ensuring that these continue to be eflective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any rime
the financial position ol the entity; (iii) designing, implementing and mainraining intemal conrrols
relevant to the preparation and lair presentation of the financial statements, and ensuring that they are
lree from malerial misstatements, whether due lo error or fraud; (iv) saf'eguarding the assets of the
companyl (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates thal are reasonable in the circumstances,

The Direclors accept responsibility for the company's financial statements, which have been prepared using
appropriate accounting policies supponed by reasonable and prudent judgements and estimates. in
conformity with Intemational Financial Reporting Standards (IFRS), and in the manner required by the
section 164 ofthe Public Finance Management Act, 2012 and the County Corporations. The Directors are
of the opinion that the company's financial shtements give a true and fhir view ol the state of company's
transactions during the financial year ended June 30, 2019, and olthe company's financial position as at
that date. The Directors furlher confirm the completeness of the accounling records maintained for the
company, which have been relied upon in the preparation of the company's financial statements as well as
the adequacy ofthe syslems of intemal financial control.

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

Approyal of the fioancial statements

The company's tinancial statements were approved by the Board on 24'h September 2019 and signed on its
halfbv

Chairman - BOD General Manager Commercial Manager

tl

Ngagaka Water and Sanitation Company Limitcd

Annual Reports and Financial Statcments
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REPORT OF THE AUDITOR.GENERAL ON NGAGAKA WATER AND SANITATION
COMPAIY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion[
I

t have a{ditea the accompanying financial statements of Ngagaka Water and Sanitation
Comparf Limited set out on pages 15 to 37, which comprise the statement of financial
position hs at 30 June, 2019, and the statement of profit or loss and other comprehensive
income, ptatement of changes in equity, statement of cash flows and the statement of
compari*on of budget and actual amounts for the year then ended, and a summary of
significaftt accounting policies and other explanatory information in accordance with the
provisiotb of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 20lh. I have obtained all the information and explanations which, to the best of my
knorafu{e and belief, were necessary for the purpose of the audit.

ln my o{inion, the financial statements present fairly, in all material respects, the financial
positionlof Ngagaka Water and Sanitation Company Limited as at 30 June, 2019, and of
its finanffial performance and its cash flows for the year then ended, in accordance with
lnternat$nal Financial Reporting Standards (Accrual Basis) and comply with the Water
Act, 20!p , the Companies Act, 2015 and the Public Finance Management Acl,2012.

I
Basis ffir Opinion
The audlt was conducted in accordance with lnternational Standards of Supreme Audit
lnstituti{fis (lSSAls). I am independent of the Ngagaka Water and Sanitation Company
Limited lvlanagement in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other eilrical responsibilities in accordance with the ISSAI and in accordance with other
ethical lbquirements applicable to performing audits of financial statements in Kenya. I

believe fihat the audit evidence I have obtained is sufficient and appropriate to provide a
basis f{t my opinion.

Key A(dit Matters
I

Xey autit matters are those matters that, in my professional judgment, are of most
signffic{nce in the audit of the financial statements. There were no key audit matters to
report iit the year under review.

OFFI(E OF THE AUDITON.GEIIEiAL

En hanc i ng A c c'ounta bi I ity

Repon ollhe .1utliror-Geno'ul on Ngogoka ll'uter qnd Sunitution (onpqry Li,nitcdJi,r the )eor ended 30 June, )019



Other Matter

1.0 Unbalanced Budget

The Company's statement of comparison of budget and actual amounts for the year
ended 30 June,2019 reflects amounts of Kshs.32,988,509 and Kshs.31,658,000 in
respect to approved revenue and expenditure budgets respectively resulting to a surplus
of Kshs.1,330,509. The budget imbalance is contrary to Section 31(c) of the Public
Finance Management (County Government) Regulations, 2015 which states that budget
revenue and expenditure appropriations shall be balanced.

2.0 Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2019. Management
has not provlded reasons for the delay in resolving the prior year audit issues.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1.0 Procurement of Water Meters

The statement of financial position reflects a balance of Kshs.6,245,348 under trade and
other payables which, as disclosed in Note 18 of financial statements, includes an amount
of Kshs.1,815,571 in respect to trade payables. The latter balance includes an amount of
Kshs.'1,090,000 owed to a Company that supplied four (400) hundred, half inch water
meters - DS04 at a total cost of Kshs.1,220,000. However, the water meters were
procured directly from the supplier without justification contrary to Section 91(1) of the
Public Procurement and Asset Disposal Act, 2015, which provides that open tendering
shall be the preferred procurement method for procurement of goods, works and services.

ln the circumstances, the Management was in breach of the law.

2.0 Procurement of Pipes

The statement of profit and loss and other comprehensive income reflects an expenditure
of Kshs.4,975,828 in respect to production costs which, as disclosed in Note 5 to the
financial statements, includes an amount Kshs.4,701,098 in respect to water
maintenance and rehabilitation. The latter balance includes an amount of Kshs.1 ,223,630
in respect to purchase of water pipes through request for quotations method of
procurement. However, the list of registered suppliers was not provided for audit review.

o

Report of the Auditor-Oeneral on Ngagaka llqter qnd Sqnitation Company Limitedfor the wor ended 30 June, 2019
2



It could frerefore not be confirmed whether the Company had complied with Section 57( 1)
of the PUblic Procurement and Asset Disposal Act, 2015 which requires the Head of the
Procurehent function of a procuring entity to maintain and update the list of registered
suppliers, contractors and consultants in the categories of goods, works or services
according to its procurement needs.

ln the circumstances, the Management was in breach of law.

3.0 Non.Revenue Water

As disclbsed in Note 1 to the financial statements, the statement of profit and loss and
other cofnprehensive income reflects an amount of Kshs.27,970,010 in respect to sale of
water. (ecords provided indicate that the Company produced a total of 1,107,404 cubic
meters frn3) of water during the year under review. However, as reported in the previous
year, only 654,205 cubic meters were billed to customers. The balance of 453,199 cubic
meters (approximately 41%) of the total water produced with a sale price of
Kshs.231067,829 (at Kshs.50.90 per cubic meter which is the average sale price for the
year un{er review) represents the Non-Revenue Water (NRW), which is over and above
the allovfable loss of 25% as provided under Schedule E of the Water Service Regulatory
Board (WASREB) guidelines.

ln the cfrcumstances, the Company significantly exceeded the allowable NRW loss of
25ok by 160/o ot approximately Kshs.8,976,1 'l 3 which if not addressed will negatively
impact qn the Company's profitability and its long{erm sustainability.

4.0 Ethilic Distribution

As repofted in the previous financial year, the Company's staff establishment revealed a
total of hirty one (31) staff members, out of which twenty - eight (28) (90%) were from
one etthic community contrary to the requirements of Section 7(2) of the National
Cohesidn and lntegration Act, 2008 which prohibits a public establishment from having
more thln one third of its staff from the same ethnic community.

ln the cifcumstances, the Management was in breach of the law.

Tne audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about v{hether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern frem. I believe that the audit evidence I have obtained is sufficient and appropriate
to provi{e a basis for my conclusion.

REPORIT ON EFFECTIVENESS OF INTERNAL CONTROLS RISK MANAGEMENT
AND GOVERNANCE

Conclut ion

Report of llle Auditor-Generol on Ngagaka l(qter qnd Sanitation Company Limitedfor the year ended 30 June, ?019ll s

As reqriired by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedrles performed, except for the matters described in the Basis for Conclusion on

I

I



Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing has come to my attention to cause me to believe that internal
controls, risk management and overall governance were not effective.

Basis for Conclusion

1.0 Audit Committee

During the year under review, the Audit Committee held only one meeting on
23 August, 2019 contrary to Section 172(1) of the Public Finance Management (County
Governments) Regulations, 2015 which provides that the Audit Committee of a County
Government entity shall meet at least once in every three (3) months.

ln the circumstances, effective oversight by the Board could not be confirmed.

2.0 Lack of lnternal Audit Unit

As previously reported, the Company did not have an internal audit section to carry out
internal audit functions contrary to Section 155 (1) (a) of the Public Finance Management
Act, 2012 which requires a County Government entity to ensure that appropriate
arrangements for conducting internal audit according to the guidelines issued by the
Accounting Standards Board are in place. ln absence of internal audit arrangements,
review of the governance and internal controls mechanisms as well as verification of the
existence of assets and measures in place to safeguard assets may not have been
undertaken.

3.0 lnformation and Communication Technology (lCT) Environment

During the year under review, the Company did not have an approved ICT Policy, Data
Security Policy and a Disaster Recovery Plan in place. Further, the ICT officer also acted
as the Billing Clerk and had access to the source code of the system which could
compromise the integrity of the system since the source code should only be accessed
by the system developer.

ln the circumstances, the security and reliability of the Company's data including its
management information system could not be ascertained.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence lhave
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, I report based on my audit, that:

, I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

Report of the Auditor-General on Ngagaka llqter qnd Sqnitation Company Limitedfor the yeor ended 30 June, 2019
4



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

The Company's financial statements are in agreement with the accounting records
and returns.

Responf ibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (Accrual
Basis) 4nd for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatefnent, whether due to fraud or error and for its assessment of the effectiveness
of internhl control, risk management and governance.

ln prep{ring the financial statements, Management is responsible for assessing the
Comparly's ability to continue as a going concern, disclosing, as applicable, matters
related rto going concern and using the applicable basis of accounting unless
Managefnent is aware of intention to liquidate the Company or to cease operations.

Manageinent is also responsible for the submission of the financial statements to the
Auditor-peneral in accordance with the provisions of Section 47 of lhe Public Audit Act,
2015.

ln additbn to the responsibility for the preparation and presentation of the financial
statemeFts described above, management is also responsible for ensuring that the
activitiei, financial transactions and information reflected in the financial statements are
in comfliance with the authorities which govern them, and that public resources are
applied h an effective way.

Those cfrarged with governance are responsible for overseeing the Company's financial
reportin$ process, reviewing the effectiveness of how the entity monitors compliance with
relevantl legislative and regulatory requirements, ensuring that effective processes and
systemq are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environrhent.

Auditor.General's Responsibilities for the Audit

The au{it objectives are to obtain reasonable assurance about whether the financial
statemehts 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 Sectign 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 2p9(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a [uarantee that an audit conducted in accordance with lSSAls will always detect
a materipl 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

Report of lfie Auditor-Generol on Ngagako Water and Sanitation Company Limitedfor the yeor ended 30 June, 2019
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reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, I exercise professional

ludgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management's use of the 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 or to sustain its services. lf

Repo ofthe Auditor-Ceneral on Ngagaka llater and Sanitation Compayy Limited /or the year ended 30 June, 2019
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ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are 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.
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nclude that a material uncertainty exists, I am required to draw attention in the
itor's report to the related disclosures in the financial statements or, if such

rform such other procedures as I consider necessary in the circumstances

of the audit and significant audit findings, including any significant deficiencies
I control that are identified during the audit.

closures are inadequate, to modify my opinion. My conclusions are based on
audit evidence obtained up to the date of my audit report. However, future
nts or conditions may cause the Company to cease to continue as a going

ncern or to sustain its services

ain sufficient appropriate audit evidence regarding the financial information and
iness activities of the Ngagaka Water and Sanitation Company Limited to
ress an opinion on the financial statements.

lcomm icate with the Management regarding, among other matters, the planned scope
and timi
in intern

and

I also p ide Management with a statement that I have complied with relevant ethical
requrre nts regarding independence, and to communicate with them all relationships

matters that may reasonably be thought to bear on my independence, and

27 Aug 1,2021

Report of Auditor-Ceneral on Ngqgale Wqter qnd Sanitation Company Limitedlor lhe yeqr ended 30 June, 2019
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Evaluate the overall presentation, structure and content of the financial statements,
irrcluding the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

where applicable, related safeguards.

AUDITOR-GENERAL

Nairobi
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of water
National Government

For t r ended June 30, 2019

STA MENT OF PROFI'I'AND LOSS AND OTHER COMPREHENSIVE INCOME
FOR HE YEAR ENDED 30 JUNE 2OI9

Note 2019
Kshs

27,970,0t0
334,709

5,409,540

2018
Kshs

3 r,830,755
295,382
526,800

25,t44,298
4,293,t63
2,53 5,820

Gross es

Grants
Other ome

TOT

OPE TING EXPENSES
Adm tration Costs

on Costs
on of property, plant and equipment

TOT OPER{TING EXPENSES

Fi tncome

Fi costs

PR.o / (LOSS)

I
2

3

33,7t4,259 32,652,937

31,457,991 31,973,281

6 2,256,991 679,656

58,909 t66,992

8

2,315,117 802,341

7

l5

Ngagaka Water and San itation Company Limited

Annutl Reports and Financial Statements

REVENUES

OPERATING PROFIT/ (LOSS)

L

4(a) 23,863,947
5 4,915,828
9 2,6t8,2t6

(44,307)



..\nnua Reports and Financial Statements
For th car ended .f une 30, 2019

ST ENT OF FINANCIAL POSITION AS AT 30 JUNE 2OI9

Note

ASSE
No I Assels

2019
Kshs

20t 8
Ks hs

Pro plant and equiprnent

Total n-Cu rrent Asscts

Cu

9

l0
ll
ll
\2

17,173,629 15,920,080

t1,t73,629 15,920,080

ll
Trade other receivables

ntsI)

Cash cash equivalents

Total rrent Assets

'TOT ASSETS

EQUI

Assets
CS

gs

income

Liabilities
gs

Nj oka
- BOD

905, r39
10,661,486

2.500
6,057,286

386,464
9,672,936

2,500
4,929,694

17,626,1tt 14,99t,59.t

3.1,800,0{0 J0,911,67{

Capita
Capital

Cyrus

AND LIABILITIES
nd Reserves
nd/reserves 9,965,875

I 5,2 r 5,698

9,965,875
r2,900,521Reven reserve

Capita and Rcserves

No t Lia bilitics
I]

25,181,573 22,866,396

t6
\7

121,723
2.65 I .196

I,070,000
2,376,t05De fe

l'otel n-Cu rrcnt Liabilitics

Curre

2,773,tt9 .],,1,16,t05

Trade d other payables
600,000

6,245,3 48 4,599, t 7l

4,599,n3Total rrent Liabilitics 6,8{5,J{8

T EQUITY AND LIABILITIES 3,1,800,0,10 30,911,67.1

t' statements were approved by the Board on 21't' September 20l9 d signed on its behalf by

t. ranc ts Njoka
General Manager

A. Mu rU

Chai

l6

Accountant
Icpak I 1786

Ngagaka Water and Sanitation Companl'Limited

l,l
l5

t6
l8

,wttc"



Ngagaka Water and Sanitation Company Limitcd

Annual Reports and Financial Statements
For the year ended,lune 30, 2019

STATEMENT OF CIIANGES IN EQUITY F'OR TTIE YEAR ENDED SO.IUNE 2OI9

Capital
tund/

reserves

Revenue
rcscn e

Tr)tal

9,9(r5,875 12,09n,180 22,06{,055
-Iotal 

tl nancial pertbrmance 802.i41 802.341

At June 30,2018 9,965,875 12,900,521 22,866,396

Ar July l,2018 9,965,875 12,900,521 22,866,396

Total tlnancial perfbrmance 2,315,177 2.3t5,177

At Junc 30,2019 9,965,875 t 5,215,698 25,I t ,573

Ar July l, 2017 I

t7



Ngagaka

Annurl
For the

CASII GE

Net surpl
Adjustme
Adjustme
Adjustrnen

CHANC
(lncrease)
Decrease/
IncreaseJ (
Increasd (
Increase in

Net cnsh

Purchase o
Crant of n

Net cash

FINANC
Proceeds
Repaymen

Net cash

I \('I{I',\

C,4.SII

CASII A

STAT

ler and sanilstion compan.;' limited

rts and Financial Statcnrcnts
r ended June 30,2019

T OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2OI9
Note

I]RATED }'ROM OPI]RATING ACl'IVITIES

(defic it)
or provrsroll for depreciation

for provision tbr bad debts
lbr amortization

IN WORKING CAPITAL
trade receivables
crease) in staff advances

2t)t9
Kshs

2,315,t77
2,61 8,21 6

129,484
( 334,709)

2018
Kshs

802,34 r
2,535.820
2,326,733
(2es,382)

crease) in trade payables
crease) in inventory
uslomer deposits

erated from/ (used in) operating activities

property, plant and equipment

{,728,168 5,369,512

( 1. il 8,034 ) (872,331)
3,600

(r,r5r,r02)
190,432

568,000

e,{66 ( r,261,101)

9

764,898
(518,67s)

881 ,?77

(3,871,765)
6 r 0.000

(2,736,438)
971.100-current assets

erated from/ (used in) investing activities

G ACTIVITIES
borrowings

I borrowings

erated from/ (used in) financing activities

/ (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH EQUIVALENTS AT BEGINNING OF YEAR I2

CASH EQUIVALE,NTS AT END OF THE YEAR I2

l5 (348,277) (750,813)

(.1,261,765) (1,76s,JJ8)

(318,2771 (750,813)

t8

INVT]STING ACTIVITIES

1,t27,592

4,929,694

6,057,286

1,59 t,960

3,JJ7,73{

4,929,691



Ngagaka Watcr and Sanitation Company Limited

Annual Reports and Financial Statcmcnts
For the year ended .Iune 30, 2019

STATIMENT OF COMPARISON OF I]TIDGET AND ACTUAL AMOUNTS FOR T}IE Pf RIOD
ENDED 30 JUNE 2OI9
CODE PARTICULARS

t000>010

INCOME

Water Sales

Sub- Total
OTHER INCOMES
Meter Rent

Application Fees

Reconnection fees

Illegal connection fees

Termination Fees

Transfer fee

Meter replacement
Grant from National Gvt
Bad Debts

M iscellaneous Income

Sub-Total
Total Income

EX PEN D lRIIRES
ADMINISTRATIONS
EXPENSES
Staff costs

Directors'emoluments
Electricity and Water
Tel, emails, postage & comp.
acc.

Transporlation, travelling &
sub.

Advertising, printing & n/papers

Rent expenses

Staff training expenses

Staff uniforms and welfare

Insurance expense

Bank charges and commissions

Fees and levies

Auditors remuneration
Motor vehicle/cycle fuel &
maintenance

Other repairs and maintenance

Staffyear party. cleaning &CSR

Consultancy/subscription

TOTAL ADM. COST

621.600 659.074

930,7 40

888.000 953,178

960,000

256.800

60,000

1,080,000

400.000

30,000

60.000

3,184,000

290,000

2s2,255

47,000

l,061,700

365,975

24,229

59,439

3.38s,?57

290,000

4,545

13,000

18,300

34,025

5,771

561

-t ,257

106%

29,260 97%

98%
78%

98%
9t%
81%
99%

t00%
100%

-65, 178

r 0,480

-3,388

101%

t3%

t0t%
r00%

100%

BUDGET

KSH.

27.600.000

2L60m00

ACTUAL

KSH.

27.970.0 r 0

27.970.0r 0

VARIANCE

KSH.

370,010

l7u)10

REMARKS
ABSORB

'/o
l0lo/o

10lYo

1000>020

1050>020

t 050>010

1050>030

1050>040

1050>060

1050>090
1050> 100

1050> I 30

1050> 120

3 14,400

2,000

20,500

23.000

1.400

- l ,200
1,600

4,080,000

480,000

264,000

120,000

7,200

4,200

26,400
334,7 09

60,000

r 2,000

5.388.509

32.988.509

4,394,400

482,000

284,500

r 41,000

8,600

3,000

28,000
334,709

5 5,170

r 0,870

5.7 44.249

33.714.259

-4.83 0

-r, t30

355.740

725.750

108%

100%

10870

n9%
l9%

71o/o

106%
t00%
92%
9t%

1070h

| 4,449,200

700,000

84,000

12,000

362.400

r 10,000

23,748,000

14,445,528

703,000
?q 70(

r,520

365,788

I r 0,000

23,734,478

3,612

-3,000

4,205

-37 ,47 4

l|t2"t,

100%

100%

950

3280

3100

3280

3200

3270>020

3280>010

3 t20>010

3290>020

3430

3 300>020

3t00

3280>01 5

3240

3460

l9

r J,s22

3000

1050

32t0



Ngagaka ater and Sanitation Conrpany Limitcd

rts and Financial Statcnlents

STATE OF COMPARISON OF BUDGET AND ACTUAL AMOUN'I'S FOR THE YEAR
ENDED JUNE 2019 (Continued)

Annual
For the

6450>0 |

NB: The d
ksh 3 1,45

r endcd June 30,2019

PRODUCTION COSTS
Water maint. & rehabilitation
Water chemicals and treatment

TOTAL PRODUCTION
COSTS

INVESTMENTS
Procurement of water meters

TOTAL INVESTMENT
COSTS

TOTAL EXPENDITUIIE

c Dl rison of ud ta

31,658,000 32,s82,070 -92{,070 t03"h

4,560,000

300,000

4,860,000

3,050,000

3,050,000

4.701.098

27 4.7 30

4,975,828

3,871,764

3,871,764

-141,098

25,?70

-t 15,828

-821,764

-821,764

t03%
92o/o

1020h

1270h

127y"

c

rence between the total actual expenditure of ksh 32,582,070 and that of profit and loss of
I is the inclusion ofdepreciation and bad debts items.

2

3

4

5

6

I Ile I connection fees - there were more illegal connections thus resuhing to over absorption of
t9
Te nation fee - some customers terminaled water supply due to relocation away from our

e area thus resulling to over absorption of l90Z

T l'er fee - some customers sold out their parcels thus resulting to over absorption of l9olo

- Ihe company's landlord had hinted of reviewing the rent for Kevote office but the
gement negotiated with her resulting to under absorption ol22oh

Ins e expenses - the company outsourced for a cheaper insurance company thus resulting to

absorption of l8o%.

repairs and maintenance - the company had no major repairs and maintenance resulting to
absorption of 87olo.und

20
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Ngagaka Water and Sanitation Company Limited

Annual Rcports and Financial Statements
For the year ended June 30,2019

ST]I\TMARY OF SIGNIFICANT ACCOTINTIN(; POt,ICIES

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

l. Statcment of compliance and basis of preparation

The flnancial statements have been prepared on a historical cost basis in conformity with
lnternational Financial Reporting Standards (IFRS) which allows the use of estimates and

assumptions. It also requires management to exercise judgement in the process of applying the
company's accounting policies.

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

The tjnancial statements have been prepared in accordance with the PFM Act, the State

Corporations Act. and International Financial Reporting Standards (IFRS). The accounting policies
adopted have been consistently applied to all the years presented.

2. Revenue recognition

Revenue is recognised to the extent that it is probable that future economic beneflts will tlow to
the company and the revenue can be reliably measured. Revenue is recognised at the fair value of
consideration received or expecled to be received in the ordinary course of the company's
activities, net of value-added tax (VAT), where applicable, and when specific criteria have been

met for each ofthe company's activities as described belorv.

i) Revenue from the sale of water is recognised in the year in which the company delivers
products to the custonrer, the customer has accepted the producls and collectability of the
related receivables is reasonably assured.

ii) Grants from National Governmenl are recognised in the year in which the company
receives such grants.

.1. I n-kind cont ri bulions

In-kind contributions are donations that are made to the company in the fbrm of actual goods
and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the I'inancial value received for in-kind contributions can

be reliably determined, the company includes such value in the statement of financial pertbrmance
both as revenue and as an expense in equal and opposite amounts; otherwise, the contribution is
not recorded.

ll

iii) Other income is recognised as it accrues.
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OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

, plant and cquipment

gories of property, plant and equipment are recorded at cost less accumulated depreciation
painnent losses

and losses on disposal of items of property, plant and equipment are determined by
ing the proceeds tiorn the disposal with the net carrying amount of the items, and are

ised in profit or loss in the income statentent

iation and impairment of property, planl and equipment

iation on property, plant and equipment is recognised in the income statement on a reducing
e basis to wrile down the cost oleach asset to its residual value over its estimated useful lil'e
nual rates in use are:

s and civil works
nd machinery
vehicles, including motor cycles
ers and related equipment

equipment, furniture and fittings

2%
12.5%
2s%o

30%
t2.5%

year's depreciation charge is recognised both in the year of asset purchase and in the year of
isposal.

f property, plant and equipment are reviewed annually lor impairment. Where the carrying
t of an asset is assessed as greater than its estimated recoverable amount, an impairment loss
gnised so that the asset is written down immediately to its estimated recoverable amounls.

c leases

which confer substantially all the risks and rewards of ownership to the company are
ed as finance leases. Upon initial recognition, the leased asset is measured at an amounl
o the lower ol its fair value and the present value of the minimum lease payments, and the

subsequently accounted fbr in accordance with the accounting policy applicable to that

1)

Inveiltories
Ii

InveJLries ar. stated at the lower ofcost and ner realisable value.

7



Nglgaka Watcr and Sanitation Company Limitcd

Annual Reports and Financial Statcments
For the vcar cndcd June 30,2019

SUMMARY OF SIGNIFICANT ACCOIJNTING POLICIES (Continued)

8. Trade antl other rcceivables

10.

9

Trade and other receivables are recognised at fair values less allowances fbr any uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made ofdoubtful

receivables based on a review of all outstanding amounts at the year end using rate of l0%. Bad

debts are written off after all efforts al recovery have been exhausted.

Employees' entitlemenls to annual leave are recognised as lhey accrue at the emPloyees

provision is made for the estimated liability for annual leave at the reporling date.

il Trade and other payables

Trade and other payables are non-inlerest bearing and are carried at amortised cost, which Is

measured at the f;ir value of conlractual value of the consideration to be paid in future in respect

of goods and services supplied, whether billed to the company or not, less any payments made to

the suppliers.

12- Retirement benefitohligations

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

defined contribution scheme registered under the National Social Security Act. The company's

obligation under the scheme is Iimited to specific contributions legislated from time to Iime and is

currently at Kshs. 1,080 per employee per month.

13. Provision for staff leave paY

73

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash aI bank, short-term deposits on call and

highly liquid investments rvith an original maturity of three months or less, which are readily

convenible to known amounts of cash and are subjecl lo insignificant risk of changes in value.

Bank accounl balances include amounts held at various commercial banks at the end of the

financial year. For the purposes of these financial Statements, cash and cash equivalenls also

include short term cash imprests and advances to authorised public officers and which were not

surrendered or accounled for at the end ofthe financial year.

Borrowings
Interest beiring 1oans and overdrafts are initially recorded at t'air value being received, net of issue

costs associated rvith the borrowing. Subsequently. these are measured al amortised cost using the

el-fective interest rate melhod. Amortised cost is calculated by taking into account any issue cost

and any discount or premium on settlement. Finance charges, including premiums payable of
settlement or redemption are accounted for on accrual basis and are added to the carrying amount

of the instrument to the extent that they are not settled in the period in which they arise. Loan

interest accruing during the construclion ofa project is capitalised as parl ofthe cost ofthe project.



OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

tive figures

necessary comparative figures for the previous financial year have been amended or
gured lo conform to lhe required changes in presentation.

uent cI'cnls

have been no events subsequent to the financial year end with a significant impact on the
statements for the year ended June 30, 2019.

21
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Ngagaka Watcr and Sanitation Company Limited

Annual Reports and Financial Statements
For thc year cnrlcd June 30,2019

NOTES TO THE I.'INANCIAL STATEMENTS

SALES

Gross sales of water

IBeing billed revenue.from u'ater sales]

GRANTS FROM NATIONAL GOVERNMENT

Capital grants received

IGrant ofu'alar meters received.frctm TIYSB]

OTHER INCOME

Meter Rent
New Application lees
Reconnection tbes

lllegal connection fees

Termination fees

Transfer f'ees

Meter replacement
Bad debts
M iscellaneous

IBeing incomes olher than waler sales]

{(a) ADMINISTRATIONCOSTS

Staff costs (note 4(b))
Direclors' emoluments
Electricity and water
Telephone, E-mails, postage and computer accessories

Transportalion. travelling and subsistence

Advertising, printing, stationery and newspapers

Rent expenses

Staff training, seminars and workshops
Staff uniforms and welfare
Insurance costs

2019
Ksh s

2018
Kshs

I

27,970,0 r 0 3l,830,755

)1,970,0t0 3 1,830,755

334,709 295.382

29 5.3 82

)

334,709

3

4,394,400
482,000
284,500
r 43,000

8,600
3,000

28,000
55,1 70
10.870

5,409,540

14,445,528
703,000

70 7q5

659,059
930,7 40
252,255

47,000
t,061,700

365,975
24,229

517.000

9.800
526,800

t4,609,476
354.000

89,019
651.758

| ,l2 r ,050
218,274

47,000
1.065,300

422.097
27 .164

25
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TllE FINANCIAL STATEMENTS (Continucd)

charges and commissions
levies, commitment and honoraria
rs'remuneration
vehicle fuels, oil and maintenance
tancy fees/Subscription

irs and mainlenance
sion for bad and doubtful debts
year party & tour, cleaning and (

F COSTS

es and allowances of permanent employees
s (Gratuity)

verage nunbcr of cmployecs at thc end of the year was:
nent employees - Management
nent employees - Unionisable

number of staff throughout lhe ycarl

mai ntenance and rehabil itation
chemicals

costs of maintaining and lreatingwaterl

2019
Kshs

59,439
3,385,257

290,000
953,l 78

l10,000
l,520

129,484
365,788

2018
K shs

54,005
2,45t,455

290,000
1,007,888

55,000

2,326,733
354,079

23,863,947 25.144,298

t4.389,928
55,600

13,782,4s6
827.020

14,445,528 t4,609,476

5

26

3l

4,701 ,098
27 4,7 30

4,007,433
28 5.730

4 ,97 5 ,828 4 ,293 .t 63

26

5 PRODUCTION COSTS
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Ngagaka Watcr and Sanitation Company Limited

Annual Reports and Financial Statcments
For the yea r cnded .Iunc 30. 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

OPERATING PROFIT/ (LOSS)

The operating prollV (loss) is arrived at after charging/ (crediting):

Staffcosts (nole 4(b))
Depreciation of property, plant and equipment
Provision tbr bad and doubtful debls
Direclors' emolumenls - fees

Auditors' remuneration - current year fees

Interest payable

Finance Incomc

lnterest on lixed dcposit

8 Fina nce cost

lntr-rcst on loilrl

2019 2 018

(r

Kshs
2,256,991

Kshs
679,656

14,609,476
2,535,820
2,326,733

354,000

14,445.528
2,618,216

129.484
703,000

7

290.000 290,000

44,307

58,909 \66,992

44,301

27



Annual Reports and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 PROPERTY PLANT AND E UIPMENT

COST

I At June 30,2017
Additions

At June 30, 2018

At JUI

Additions

At Ju ne 30.2019

DEPRECIATION
At JUIy 1 .2011
Charge for the ear

At June 30, 2018

At JUIy l,2018
Charge for the ear

At June 30, 2019

NBV
At June 30, 2018

At .lune 30, 2019

No item ofproperty, plant and equipment was fully depreciated as at the end ofthe financial year

Buildings
Plant and
machinen,

Water
meters

Motor vehicles,
including,

motor cycles

cc

c ut mcnlfittin
Tools and

equipment,
furn itu rc &

Totnl

854.8 r 6 3,255,5 r 0 3,614.692 386. t90 23 l,890 26,737,412
2,505,438 23 t.000 2,736,438

85.t.816 3,255,510 18,926,210 3,6t {,692 2,201,522 J86.190 2JI,890 29,{73,850

3.255,5 l0 18.926.230 3.6t 4.692 2,204,522 231.890186. t90 29,473,850
3,871 ,765 3.87 1,765

85{.8r 6 3,255,510 22,797,995 3,61{,692 2,201,522 386,t90 23r,890 3J,3,15,615

65,31 5 qrs od) 5.984,896 2,45',t ,997 1.253.706 204.559 131,535 I 1,017,950
15.790 291.196 | .6t7 .667 290.6'74 2?.704285.245 t2,544 2.535,820
81, r 05 I,217.1J8 7,602,563 2,112,611 1,538.951 227 ,263 l{{.079 13,55J770

8t.105 r.2l7. t l8 7.602.s63 2,7 42,671 r.538.9s r 1,14.079

15,47 4 1.899.427 2 t8.005 199.671 10,976 2.6 I 8,216
96,579 l,{7I,935 9,50t,990 2,960,676 1.7 38622 217.129 155,055 16,171,986

773,711 2,038,372 I1,123,667 872,021 15,920,080
758,237 1,783,575 13,296,005 65{.0t6

665.571 r 58,927 87,81I
{65.900 139,06t 76.835 t7,173,629

28

Ngagaka waler and sanitation company limited

r.20r8

Compute rs &
related cquiDment

t6,420,792 1.971.522

854.816

227 ,263 I 3.553770
254,797 t9.866



Ngagaka woler ond sanitation compan.y lintited

Annu:tl llcports antl l'inlncial Stltenlents
Iior thc lcar cntle<l .lunc J0,2019

NOTES TO THtl, FINANCIAL STATEMENTS (Continucd)

IO INVENTORIES

Water maintenance stores
Water meters
Stationery

20 r9
Kshs

203,3 89
693.900

7,850

20t8
Kshs

68,307
295,665
1) AO)

ll

IBeing cost of irentor.t' bulance]

TRADE AND OTHER RECEIVABLES

Trade receivables

Gross lrade and other receivables
Provision for bad and doubtful receivables

Net trade and other receivables

IBting v'uter sole.s J

905,139 386.464

2t .961 .071 20.849.037

2t,967,07 t 20,849,037
(r 1,305,585) (l l,t76,l0l)

10,661,486 9,672,936

l9



ka

nual Re
thr

CASH

PREPA
Cash De

STO

ter and Sanitation Company Limited

rts and Financial Statenren ts
cnded June 30. 2019

E FINANCIAL STATEMENTS (Continued)

I) CASH EQUTVALENTS

MANTS
sil - KPLC

6,057,286 4,929,694

2,500 2,500

2019
Kshs

?70,872
4,695,801

48,5 43

t,042.010

2018
Kshs

148,3 l7
306,868

98,066
97 6,443

3,400,000

30

Cashat [fnk-Family current A/c 075000019139
Cash at {pnk-Family savings tuc 075000013872
Cash at dhnk-Consolidated A/c 0041202000049
Cash at dpnk-Equity A,rc 0l 9026 i 966763

Cash in {hnk - Fixed deposit



Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements
For the year cnded June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I.I CAPITALFUND/RESERVES
As at.lune

I5 REVENUE RESERVES
As at l'' July 2018
Surplus/ (deticit) for the year

l6 lloRRowlN(;s

Domestic borrorvings during the year

Repayments of domestic borrowings during the year

Balance at end olthe vear

[-css: Amounts due within one year (current porlion)

Anrounts due alter one year (non-current portion)

The analyses ofdonrestic borrowings are as follows
Domestic Borrowings
Kenya Shilling lease finance from Family bank

Kenya Shilling loan from customer deposits

Total balance at end of vear

IBeing donestic borrov,ingfor purchase of motor vehiclc]

9,965,875 9,965,875

9,965,875 9,965,875

20t9
Kshs

12,900,52 r

2,315,t77

1,070,000
(348,277)

721 ,723

(600,000)

121,723

2 018
Ks hs

r2,098, r 80

802,341

12,900,521

I,820,81 3

(750,8 t 3)

:t:-

I,070,000

1.070,000

721,723 t.070.000

12t.723 1.070.000

il
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E FINANCIAL STATEMENTS (Continu€d)

D INCOME
July

tlorl

2019
Kshs

2,376,105
610,000

(334.709)

2018
Kshs

1,700,387
97r,r00

(295,382)

2,651,396 2,376,105

income relates to water meters donated by Tana water services board. Deferred inconre is
sed as income in the statement of financial performance over the expected useful lives of the

yables I,8 t 5,57 t

4,429,777
1,050,673
3,548,500Ies (custorner deposits)

6,245,348 4,599,t73

trade credilors and cuslomer depositsJ

FJMENT I]EN EI.-IT OI]LI(;A'tIONS

pany also conlributes to the statutory National Social Security Fund (NSSF)- This is a

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

y at Kshs.l ,080 per employee per month.

D PARTY DISCLOSURES

relaled to lhe organisation include those parties who have the ability or where the
on has the ability to exercise control or exercise significant control over the operating and

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

isation is related to

aler services regulatory board
ana Water Works Development Agency
irectors and key management personnel ofthe organisation

)

32

r

t9

IE TRADE AND OTHER PAYABLES



Ngagaka Watcr and Sanitation Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2019

NOTES TO TllE FINANCIAL STATEMENTS (Continued)

20 RELATED PARTY IIALANCES AND TRANSACTIONS (Continued)

(a) Due to relatcd prrlics

Tana Water Works Developmenl Agency
Water services regulatory board

2019
Kshs

I 14.636

2018
Kshs

228,330
24.977

r 14.636 253.107

Until March 2019, Tana Water Services Board being the principal used to be paid 67o of the revenue

collections while Water Services Regulatory Board is paid 4Yo of the total billed revenue. The above

rel'ers to outstanding balances as at the end ofthe year.

(b) Trrnsactions

During the year, the fbllowing transactions
were entered into with related parties:

Dircctors ftes and allorvances 703^000 354.000

(c) Key managemcnt com pensation

Salaries and other beneflts s.989.740 5.133. t80

2I FINANCIAL RISK MANAGEMENT POLICIES

Financial risk managcment objectivcs

The organisation's overall risk management programme focuses on unpredictability of changes in the

operaling environment and seeks to minimise the potential adverse effect of such risks on its

performance by setting acceptable levels of risk.

The major types of financial risks laced by the organisation are

- Market risk
- Credit risk
- Liquidity risk

JJ
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E FINANCIAL STATEMENTS (Continued)

IAL RISK MANAGEMENT POLICIES (Continued)

isk management

ign exchange risk

organisation is not exposed to foreign exchange risk since it does not have foreign currency
ons.

rest rate risk

risk

organisation does not hold investments that would be subject to price risk hence there is no
osure to price risk.

risk nranagement

isk refers to the risk that a counter party will default on its contractual obligations resulting in
I loss to the organisation. The organisation measures, rnonitors and manages credit risk for

ceivable. The organisation's credit risk is primarily attributable to bank balances, trade and
eivables. The amounts presented in lhe stalement of financial position are net of allowances

btful receivables. estimated by the organisation's management based on prior experience and
sment olthe current economic environment.

it risk on liquid funds with llnancial institutions is also low. because the counter parties are

ith high credirratings.

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

Total amount
Kshs

6,057,286

10,661,486

16,718,772

Fully performing
Kshs

Past due
Kshs

Impaired
Kshs

2019
lances

vances
ivables

6.057,286

21 ,967 ,071 ( 1 1,305,585)

34

6,0s7 ,286 2t ,967 ,071 ( I 1,305,s8s)

2l

organisation is not exposed to interest rate risk since it has no external borrowing
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Annual Reports and Financial Statements
For the year cndcd Junc 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2l FINANCIAL RISK MANAGEMENT POLICIES (Continued)

Credit risk managemcnt (Continued)

Total
amount

Kshs

4,932,194

9,672,936

Fully performing
Kshs

Impaired
Kshs

Past due
Kshs

30 June 2018

Bank balances
StafT advances
Trade receivables

4,932,194

20,849,037 (11,r76,t0)

14,605,130 1,932,194 20,8,t9,037 (t1,176,l0)

The debtors under the lully pertbrmrng category are paying their debts.

The receivables thal are past due relate to receivables overdue by over 30 days. The finance
department is actively tbllowing these receivables. No collateral is held with respect to the debt. The
debt that is impaired has been fully provided for.

Liquidity risk management

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

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

The table below analyses the organisation's financial liabilities that will be settled on a net basis into
relevant maturity groupings based on the remaining period at the statement of financial position date

to the contractual maturity date. The amounts disclosed in the table below are the contractual
undiscounted cash flows. Balances due within l2 nronths equal their carrying balances, since the
impact ofdiscounting is not significant.

35

Prudent liquidity risk management includes maintaining sufficient cash to meet organisation
obligations.
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E FINANCIAL STATEMENTS (Continued)

CIAL RISK MANAGEMENT POLICIES (Continued)

ity risk management (Continued)

within I year 2-3 years Over 3 years

Kshs Kshs Kshs
e 2019
es I ,81 5,571

ity risk manag€mcnt (Continued)

within I year
Kshs

Total amount
Kshs

l,8l 5,571

Total amount
Kshs

lri

r 2018
1,050,673 r,050,673

zin

sk management

ization manages its capital to ensure that it is able to continue as a going concem while
g the return to stakeholders.

zation is not exposed to capital risk since it has no borrowings.

pital structure of the organisation consists of:
20t9
Kshs

20t8
Kshs

lund/Reserves 9,965,875 9,965,875

I\(; IiNT' I-I-,\ItI LII'I F]S

nization is exposed to various contingent liabilities in lhe normal course of operations
ment evaluates the status of these exposures on a regular basis to assess the probability of

ization incurring related liabilities. However, provisions are only made in the financial
nts where, based on lhe management's evaluation, a present obligation has been
hed-

AL COMMI'TMENTS

pany did not have capital commitments as at 30 June 2019

NCY

ancial statenrents are presented in Kenya Shillings (Kshs)

I{A t t( )N

ity is incorporated in Kenya under the Kenyan Companies Act and is dorniciled in Kenya.

36

2-3 years

Kshs
Over 3 years

Kshs
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Annual Reports and Financial Statements
For thc y'car endctl ,lune 30, 2019 r)
PI{OGRESS ON FOLI,OW TiP OF AT]DITOR RECOMMENDATIONS

The follorving is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor. We have nominated focal persons to resolve the various issues as

shown below with the associated time frame within which we expect the issues to be resolved.

I

Irregu Iar water
maintenance and

rehabilitation
expend iture

The supporting
documents are in place.

Francis Njagi
CM

Not
Resolved

,.|
Francis Njagi

CM

Not
Resolvedlntcrcst ol' llxed

dcposit

The d ill'erence of the
amount ol interest was of
no material value.

lnternal
borrowing from
customer
deposits.

The internal borrowing
had BOD authority.

Francis Njagi
CM

Not
Resolved

Non-revenue team is
working on the same to
ensure the set bench mark
is attained.

Josphat Njogu
TM and

Francis Njagi
CM

Not
resolved

2 -3 years{
NRW at 48Yo way
above the set

bench mark of
25V"

5
Lack of internal
audit

The Company has

internal aud it in place.
Francis Njagi

CM
Not
Resolved

I

"rr"$h, ll0 nl 0J i)illrton(;

21'h Srptcn,hct 2019 21't' Sclrt rbl,r 2019

3',7

.,,,hg_"

l

Refcrcncc
No. on thc
cxtcrna I

audit
Rcport

Issue /
Observations
from Auditor

Managcmcnt comments

Focal Point
person to

rcsolve thc
issuc (Nanle

and
designation)

Status:
(Resolved /

Nol
Resolved)

'finrefrl nre:
(Pul o dol(
when.t'ou
e\petl lht
isstrtt lo bt
rtsolt'ul)


