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I. Key entity information

Background in[ormation

The enactment o[the Water Act 2002 led to the creation of Water Services Regulatory Authority (WASREB), Water

Service boards and Water Service Providers to spearhead the water sector relorm programme. NAWASCO is a Water

Service Provider, a company limited by shares and incorporated under the Companies Act ol Kenya cap 486 and

operates under supervision olCounty Government ol Laikipia under water act 2016 where water provision became a

devolved function. NAWASCO has been mandated by County Government ofl Laikipia through a Service Provision

Agreement (SPA) to carry out water and sewerage services in Nanyuki town and its environs. The company takes

charge ol public resources in order to provide quality, affordable, reliable, sustainable and portable water and

sanitation in the target community. NAWASCO is wholly owned by Laikipia County Covernment.

Principal activity

The mandate ol NAWASCO is to ensure elflcient and sustainable provision of quality and alfbrdable water and

sanitation services in Nanyuki and its environs.

Main business activity

The company's main business activity is captured in its strategic objectives which are:

l. Increase access to clean and safe drinking water and sanitation services,

2. Grow financial and commercial position and viability,

3. Provide timely, quality and rcliable services,

4. Strengthen organizational structures and operational processes,

5. Strengthen people and communication systems.

Directors

The members of the Board of Directors who served during the year are shown on page VI-VII

I Yusuf Moharned Chairman Appointed on l9'h Feb 20 t4

) CS. Mike Kingori Company Secretary Appointed on 27'r' Nov 2012

J Eng. Kennedy Gitonga Managing Director 2016

4 Eng. June Kawira Opot Mernbcr Appointed on Feb 2021

5 Pcter Nderitu Mwangi Mernber Appointed on l0'r' March 2020

6 CPA Daniel G Wamae Mcnrhe r Appointed on l0'r' March 2020

7 Lawrence Ashlord Nteere Membcr Appointed on l9'r' February

It M/s Nancy Njcri Githu Menrbcr I 3'r' De c 201 6-todate

9 CPA Esther Murungi Ndcgwa Menrhcr l9'r' February 2019-20'r' February 2022

iii lPage
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Thc following director retircd within thc yr:ar untler audit

I Eng Gideon Maina Thuku Mernbcr l2'r' Oct 201'7- nn' December 2020

Company Secretary

CS Muriithi Kingori

Kingstone Registrars

P.O. Box 1494 -10400 Nanyuki

Registered office

NAWASCO Building

Nanyuki - Meru Road

P.O.Box 995- 10400

Corporale headquarters

NAWASCO Building

Nanyuki - Meru Road

P.O.Box 995- 10400

Corporate contacts

Telephone : 254 0633 135 I

Emai l: Nawascom@yahoo.com

Website: www.nawasco.co.ke

Principal Bankers

(a) Kenya Commercial Bank Limited

Nanyuki Branch

P.O. Box 323- 10400

Nanyuki

(b) Equity Bank

Nanyuki Branch

P.O. Box 323- 10400

Nanyuki

(c) Family Bank

Nanyuki Branch

P.O. Box 123- 10400

ivlPage
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Nanyuki

(d) Sidian Bank

Nanyuki Branch

P.O. Box 323- 10400

Nanyuki

Independent Auditors

Auditor General

The oftlce of Auditor General

Anniversary Towers. University way

P. O. Box 30084 - 00100

Nairobi

Principal Lawyer Advisor

Joseph Mwangi

Advocate and Commissioner fbr oaths

P.O. Box 1244 - 10400

Nanyuki

vlPage
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The Board of l)ircctors who hcld officc during the year wcre:

NO NAMES &

ADDRESS

Reprcsenting Rcma rks t).o.8

s

I Yusuf

Mohamed

P.O Box

995- r0400

Nanyuki

County

Government

Chairrnan 201021

1962

O' Level

") Mike

Kingori

P.O Box

995- 10400

Nanyuki

Company

Secretary

Company

Secretary

t969 27th Nov

2012

CPS

J Eng. June

Kawira Opot

P.O. Box

995- 10400

Nanyuki

County

Government

Member-

Chairs

tcchnical

committee

t985 l2th Feb 202 l-

t0'h February

2023

BSC. Water

Engineering

4 Peter

Nderitu

Faith based

organisations

Mcmbcr 241041

t972

l0'l'March

2020

M.A

Sociology

B.A

Community

development

DIP Theology

DIP

Philosophy

t'
I

II. TtIE I}oARD OF DIRECToRS

Date of

a ppoin tm en t

Qualilication

l9'h Feb 20 l4-

to-date P's
d=#

Z-

I
et
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) CPA Daniel

G Wamae

P.O.Box

r36- r0400

Nanyuki

Youth Mernber 09101

1987

[0'l'March

2020

MBA

B.A

Economics &

Psychology

CPAK

HR
I

Lawrence

Ashlord

Nteere

M/s Nancy

Njeri Githu

P.O. Box

995- 10400

Nanyuki

Residents

Organization

Mernber-

Chairs

Audit

committee

1952 Dcgree Civil

Engineering

7 PWD's Membcr 1969 [3'h Dec

2016-todate

A'Level

Certificate

Secretarial

8 CPA Esther

Murungi

Ndegwa

P.O. Box

995- 10400

Nanyuki

Prol-essionals Member-

Chairs

Finance &

Admin

committee

1957 l9'h February

20 l9-20d'

February

2022

c.P.A (K)

() Kennedy

G itonga

P.O Box

995- 10400

Nanyuki

Managing

Director

Managing

Director

t976 Bsc (Civil

Engineering

The following director retired within thc year under audit

.1 Eng Gideon

Maina Thuku

P.O. Box

995- 10400

Nanyuki

County

Covernment

Mcnrbcr 251051

t955

l2tl' oct

20t7- tzr'

February

2021

\

I

6. l9'h February

20 t9-20,h

February

2022

\
G

I

l

B.TECH ENC

MSC ENC.

-a L.
ir, F
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Ill. Managemcnt team

NO MANA(;EMENl' l)esignation Y.O.B Qualifications

I Kennedy Gitonga

P.O Box 995-

10400

Nanyuki

Managing Director 1976 Bsc(Civil

Engineering)

') Wachira Cakuru

P.O Box 995-

t0400

Nanyuki

Commerc ial

Manager

6'r' Oct l96l B.Com

(Accounting option)

J Willy Kariuki

Kamau

P.O Box 995-

10400

Nanyuki

Technical

Services

Manager

29'r'July

1978

Bsc Water &

Env ironmental

Engineering

!

4 Caroline Kihonge

P.O. Box 995-

10400

Nanyuki

Human Resource &

Ad m inistration

Manager

l9'h March

t982

t.l . t]

CIIRI'

I

I

5 Paul Mwangi

P.O. Box 995-

10400

Nanyuki

Finance Manager 8tl'January

t97 t

B.A (Economics),

cPA (K) MN.493 r

6 Mike Kingori

P.O Box 995-

10400

Nanyuki

Company Secretary Company

Secretary

CPS

/

:
r

t

I(

F
EN

-t

--fL
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Thank you and God bless you all

r,{

3'

*
t
*

',v\I

us l"l

Chairman NA\!'ASCO Boa rd of Directors

IX

TV. CHAIRMAN'SSTATE}IENT

lt is my pleasure to release our annual repon and financial statements tbr the year ended June i0,202 I. Theperiodhashad

its challenges and it is quite evident that there exists a gap whereby capacir.v must be built to enable all parties appreciate

the role of NAWASCO, its challenges and how the Countv Covernment can intervene.

Early in the period of reforms in the water sector (before year 2002), it rvas recognized that if water services were to be

eventually sustainable so that operation and maintenance expenses could be covered, facilities rehabilitated and expanded

so as to eventually cover every homestead. water services revenues were to be saleguarded and ring lenced so that they

were ploughed back exclusively to the water sector to grow it. Please refer to chapter I and Chapter 2 of the National Water

Services Srrategy 2007 -2015. For the last l0 ;-ears Water Services Regulatory Board (WASREB) has been nurturing ring

fencing ofassets and revenues to ensure that the water companies are able to perform the services optimally.

The Public vierv of rrr-AWASCO as a profit-making organization. Procedures of tarilf application which are based on bare

cost recovery need to be clearly explained to them.

The difference between irrigation and domestic water needs to be explained as the two have been seen as one and the same.

There is an upsurge of irrigation water being used lor domestic purposes. This is in contravention of the conditions under

which irrigation water is licensed and the Counry Covemment should clarifo and entbrce adherence to the conditions under

which irrigation water is licensed.

There is need to instill the thct that the development of domestic water inlrastructure is the mandate o[ the Counry

Govemment of Laikipia as the tariffdoes not provide lor heavy development expenditure.

Our vision, mission and core values are very clear, and it is my belief that our presence has already been felt in many

households. This has been possible through the continued cooperation with all the stakeholders. NAWASCO will strive

to ensure that the residents of its area ofjurisdiction will have a 24 hours water services every day.

We believe our good relations with our customers; good management principles and policies will aNvays remain the driving

force ofour company in order to execute our mandate. This will ensure that we make a diflerence in the livelihood ofour

customers, a task I believe we are happy and willing to achieve. Currently rve are within the strategic plan covering the

year 2019 to 2013.

Finally, I would wish to extend my sincere gratitude to the NAWASCO Board ol Directors. Water Services Regulatory

Board, Countv Covernment of Laikipia, lvlinistry of Environment water and Natural Resources and our customers lor their

support. I would also thank the management and statTof NAWASCO tbr their continued hard rvork over the financial year.

f Mohammed
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V. REPORT OF THE VIANAGING DIRECTOR

Introduction

Following the enactment olthe Water Act of 2002 that envisioned retbrms in the water sector, Nanyuki Water

and Sewerage Company Ltd. (NAWASCO) was created and registered under the Company's Act (Cap 486) on

6'h ol April 2006. The Service Provision Agreement (SPA) between Counry Govemment of Laikipia and

NAWASCO ',vas signed on 6'h June 2006. Therefore, this made NA\\'ASCO an agent of Counry Government

of Laikipia.

The i{ew Counry dispensation

We are no'uv in I period where lhe ne\! constitution is in etfect and the function of r,'ater anC sanitation seryicss

has been transferred to the Counw Government since the i'ear 20 l5

Coverage

The Company's area of jurisdiction is 286kmr with a population ol about 109,000. Our coverage in terms rrf

population 960/o rnd rve calI upon the Counf.v Co!.erninent to intervene in this regard by funding our pr"oposals

to reach tne un-sen ed anci undersen'ed comrnunities.

A:set development

lt is imp()nant to note that the responsibilities of NAWASCO does not include asset developrnent but the

maintenance .rf the existing inl'rastructure. -[he respo:rsibiliry ct asser J!'veloprncnt and major rehabilitation

rernains n,ith RV\\'\I'DA under current arrangenrent or the Counq" Covernment ',vhen nerv legislation was

enacted.

Challenges

Among our challenges is the lact that NAWASCO inherited a dilapidated intiastructure which requires extensive

rehabilitation and whose funding requirements are beyond alfordab ilir.,". This has impacted heavilv and resulted

in a high level of Non Revenue \\'ater (NRW). This is contributed by undetectable underground leaks among

other causes.

Performance

This year we achieved ,lross revenue ol KShs.3-15 m illion up ttom KShs.32irnillion achieved last year tiom

operating activities of the Company rvhich shorvs a marginal increase ol 7%. This excludes grant income of

Kshs 6lm lrom the iVtinistry ol Water and irrigation rvhere they provided chemicals. WSTF/ World bank

/Treasury, rvho provided conditional liquidity support to mitigate the ef'fect of Covid l9 pandemic to the tune of

Kshs -iSmillion rvithin the vear (Approved 92million). County Covernment ol Laikipia through drilling of

boreholes and KMT who supponed in financing CIS exercise.

X
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During the year. assets worth KShs.-l6million compared to Kshs 55million previous vear, lvere procured to

increase elficiency and suppon grorvth as well as to replace rvom out assets.

The assets included boreholes. computers. water pipeline extensions. sewer line extensions. water meters and

motor cyc les.

The value ol non-current assets increased by Kshs l9million or 8% while that ofcurrents assets decreased by

Kshs l6 million or 8%. This ',vas largely due to relund of customer deposits to the tune ol Kshs l2 million. On

the other hand. current tiabilities increased bv 6Yo or Kshs l0million

Way forward

The management intends Io focus on the area ol NRW to enable us increase the saleable water and revenue as

well. Another area to focus will be stalf training and performance appraisal to enable the company embrace best

practices flor improved efficient water and sewerage extensions to unserved areas.

G ratit ude

Finally, I take this opportunity to thank NAWASCO stakeholders who through the Board ofDirectors have

offered valuable oversight. I also thank Shareholders and the County Government ol Laikipia for their support

during the year, all our customers and suppliers lvho were all instrumental to our success this year. I arn also

grateful to our staff tbr their commitment in the running olthe compan.v. Cod bless you all.

ENG. KENNE,DY GITONGA

NIANAGING DIRECTOR

XI
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vt. STATE}IENT OF PERFOR}IANCE AGAINST PREDETERNIINED OB.IECTIVES FOR FR

2020/202t

EXE,CUTIVE SUNI}IARY

NAWASCO core-mandate is derived ttom section 78 ( t ) ol the Water Act 20 I 6 which stipulate

a) Provision of water services within the area specified in the license; and

b) Development olcounry'assets lor water serv'ices provision.

Based on the above mandate NAWr\SCO contributes to making peoples lives befter through realization of their

consritutionally enshrined rights to rvater and reasonable standards of sanitation. The company Cid this through increasing

access to clean and safe drinking rvater and sanitation services and by growing t'inancial, commercial position and viabiliry
to be able to sustainably provide timely. quality and reliable services underpinned by strong organizational structures and

operational processes that strengthens its hunran capital and communication systems in the period 202012021 .

The water coveraqe was increased tiom 9J7o ro 96oh rvhile Serverage coverage increased lrom 319i, to -t07o. The

Company's retv'enue tbr the year was Ksh l{5,J55,156 against the project budget oi Ksh J55,899,00.1.

The Company accomplished various activitiesi projects guided b1 the Strategic Plan. Business Ptan Taritf and other kev

County water initiatives including:-

Key ongoing projects include: Makurian Osirwa project (22km pipeline) and construction of3no Elevated steel tanks

Both have completed procurement process and going into construction phase. The construction of tanks is being

implemented as part ol TaritT investments.

During the year WASREB conducted a revierv exercise on ho"v the new Taritf was operationalized. Total investments of
Ksh4 l.l million were made under '[aritF tiom internal funding. The Service Provision Area was also confirmed to be

l87Km2.

x

. 5 I lfun of water extension projects (e.g. Baraka. lchuga. Nkando. Nturukuma)

. 7.5Km of Sewer extension (e.g. Livian, Likii, lvlt. View) and one no Pumping station

. Automation of the Company's operations through ERP, hence increased operations efficiency

. Three (3)No of Policies were developed leading to enhanced intemal controls

. Reduced Pending bills by Ksh. ll.tmillion through WSTF- CLSG support project.

. COVID l9 interventions ( lchuga water project, Hand washing units and tumigation to Schools and Public places)

. Stalf retention, Statf development and recruitment

. Provision oftechnical support to Solio water project has experienced growth of customer connection to 1,744

connections. The project has been lift transtbrming lor Solio residents.
. Revierv olthe Strategic Plan (20 l912023)- At 2"d draft stage
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The [mpact report ol 2020/202 I rated NAWASCO at No. 5 nationally and scored lJ4 out of 200 marks. In addition,
NAWASCO was listed under improved WSPs, having improved by 3points.

During the FY 202012021 NAWASCO received flnding ol Ksh.5J.SMillion in tlrst disbursement frorn WSTF

Conditional Liquidity programme to caution against ellects olCovid l9 pandernic (CLSG Programme ) out of the

approved Kshs 97.2million. in March 202 l.

Key partnerships with donors including WSl F, KMT, KEWASNET, SNV, WASHFIN among others have been

maintained. NAWASCO also works closely with other government agencies namely NEMA, WRA, Public works, Public

Health, Rift Valley Water works and WASREB.

The main challenge during the year was service provision in the context of COVID 19, whereby some key customers'

ability to pay was negatively afl'ected leading to delayed payments. Consequently, the list of debtors and defaulters has

continued to grow.

Overall, the company has achieved most olthe intended objectives during the year, in line with the Strategic Plan

outlined under section 6 olthis report.

NAWASCO develops its annual work plans based on the five strategic objectives. Assessment of the Board's performance

against its annual work plan is done on a quarterly basis.

xlt I
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The Company achieved its performance targets set fbr the FY 2020/2021 period for its t'ive strategic objectives as indicated in the diagram below

Strategic objective Objective Key performance lndicator Activities Achievements

1 lncrease access to safe and clean

drinking water and sanitation services

% lncrease in water access -5lKm water pipeline

constructed facil itating 1,529

new water connections.

-3no of boreholes (Baraka,

Mirera and Yard primary)

drilled out of which lno is
equipped (Baraka) increasing

water production by 1,500m3

Water coverage increased

fron 94"/u to 960/".

% lncrea se sewer access -7.5Km sewer lines

constructed

- lno pumping station at

Livian estate leading to 1,463

no. of additional sewer

connections

-Sewer coverage increased

from 3l7u to 40o/".

% lncrease on net profit Cost coverage Net loss increased fiorn
(84m) to (9m,)

2 Grow Financial and Commercial

position and viability

Billing on actua I -The billing tbr the year was

Kshs 345m up from Kshs

323m the previous year and

against a target of Kshs

335m.

% lncrease in collection

efficiency

Collection et'ficiency in was

107Y"

xrv
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O&mcostrecovery Cost recovery stood at ll4%

% lncrease in metering ration Metering ratio was l00o%

Staff per 1000 connections Staff per 1000 connection
was 6

lmprove credit worthiness

ranking

'l'he Company was able to
acquire a loan of l0m in the
current year 2021-2022 from
flnancial institution due to its
good credit worthiness.

% Red uction in NRW -The key interventions

employed to reduce NRW -

acquiring NRW equipment

and 2no veh icles, replacement

of f'aulty meters, training of

staff , recru itment of N RW

otticer and repair of masonry

tank (lnooro).

-Currently the in the year
2021-2022, the NRW is 35%
down fiom 40%

3 Provide timelv, quality and reliable

ser!'lces

lncrease in hours of supply -Continuous customer
engagement through social
media, otllce v is its and
customcr clin ics prov ided
t-eedback to NAWASCO tbr
irn proved serv ices.

-installed 6No. Smart Water
Sensors which has improved

XV
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efticiency lbr the distribution
and O& M teams.

% Customer satisfaction index Scored 7 l% in the last

customer satisfaction survey
and expect more in the

current css
Drinking water quality Replacement of the t'ilter

media, and conducting of
internal and external water
quality analysis leading water
quality compliance with
WASREB guidelines at 98%

Compliance with residual

chlorine

Replacement of the t'ilter
media, and conducting of
internal and external water
quality analysis leading water
quality compliance with
WASREB guidclines ar 98o/o.

4 Strengthen Organization struclures

and operational processes

Continuous improvement -Acquired Enterprise
Resource Planning (ERP

system) which has im proved
the operations etliciency in

Billing, revenue collection,
t'inance and customer
relations. lt has boosted data

integration across the

departments.

xvt
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-Three (3) no policies were
reviewed and approved by the
BoD namely, Procurement
Policy, Debt Management
Policy, Risk Management.
'lh is has strengthened internal
controls and operational
processes within the
organization.

5 Strengthen people

communication systems

and -Staff appraisals and rev iew
ol Job descriptions. On job
statf trainings e.g. on the ERP
system as well as bench
rnarking with other WSPs to
enhance staff capacity.

-Activation ol Human
Resource Management
module; which has enhanced
leave day management,
perfbrmance evaluation and
stalT selt--services

-StafT reward system was
established and approved by
the BoD to motivate stalT and
team work.

-Filled in M&E position as
per the HR and SP

organoBram.

-Recruitment of NRW olticer

XVII



Nanyuki Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended 30, June 2021

VII. CORPORATEGOVERNANCESTATEMENT

NAWASCO is committed to operating under a clear governance lramework and strongly adheres to sound

management and intemal control practices

NAWASCO is committed to ensuring compliance with the provisions of the water act 2002 among other

regulatory and supervisory corporate governance requirements. Essential to the establishment of a good

governance framework are formal governance structures designed to ensure accurate reporting to the Board to

facilitate an informed decision-making process, assessment and improvement of compliance.

Board of Directors

The structure oINAWASCO starts with the Board ol Directors representing various stakeholders' interests. The

Board of Directors exercises leadership, enterprise, integrity and judgment in directing NAWASCO.

The Board of Directors is expected to determine the purpose and values of NAWASCO, determine the strategy

to achieve that purpose and implement its values in order to ensure the company sustainability and groMh.

The Board ol Directors is expected to enhance the corporate governance practices in running of NAWASCO to

bring the level of governance in the company in line with intemational standards. The essence of corporate

governance is to protect stakeholder's interests.

Board committees

ln ensuring the corporate governance of NAWASCO is enhanced and that the power of NAWASCO is exercised

in the stewardship of the company's total portlolio ol assets and resources with the objective of maintaining

stakeholder's value, the Board of Directors have constituted the following committees.

a) Finance and Administration committee

NAWASCO take cognizance of the fact that human resource is the single most important asset in any

organization. lt's the function ol the staff and establishment committee to ensure that NAWASO has the right

staff at the right place and doing the right thing. More so, the committee will ensure that the staff welfare is

taken care of.

The committee also oversees the financial reporting process, the company's intemal controls and efflcient

allocation and utilization of resources. The members of the board who served on this committee during the year

under review were:

l. CPA Esther Ndegwa

2. M/S Nancy Cithu

b) Technical and Strategic Committee
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The committee ensures that there is adequate operations and maintenance. including infrastructure improvement

geared towards customer satisfaction. The members of the board who served on this committee during the year

under review were:

l. June Kawira Opot

2. Peter Nderitu Mwangi

c) Audit, risk management and governance committee

The audit risk management and governance committee shall assist the board ol directors in the oversight and

maintaining the integrity of the financial statements of the company. Enhancing the eflectiveness olthe internal

control over flnancial reporting. Strengthening the performance of the company's intemal audit function.

Ensuring the company's compliance with legal and regulatory requirements. The members of the board who

served on this committee during the year under review were:

I . Lawrence Nteere

2. CPA David Wamae

lloard mectings

The following is a list of Board Meetings that were held during the year

Period Date Meeting Meeting

Attendance

1.1th August 2020 Audit risk & compliance committee 2 Members

27th August 2020 Technical committee & Strategic committee 4 Members

3'd September 2020 Audit risk & compliance committee 2 Members

2"d Quarter 6th october 2020 Fina nce & Administration Committee 3 Members

8th october 2020 Full board 8 Members

26th November 2020 Technical committee & Strategic committee 4 Members

9th December 2020 Audit risk & compliance committee 2 Members

L5th December Finance & Adm inistration Committee

Full board

4 Members

9 Members
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3'd Quarter 25th February 2021 Audit risk & compliance committee 2 Members

L6th March 2021. Technical committee & Strategic committee 4 Members

25rh March 2021 Fina nce & Administration Committee 3 Members

30th March 2021 Full board 9 Members

4th euarter L4rh April 2021- Finance & Administration Committee 4 Members

6th April 2021 9 Members

21.'t May 2021 Audit risk & compliance committee 2 Members

15th June 2021 Technical committee & Strategic committee 4 Members

22"d June 2021 Fina nce & Administration Committee 4 Members

Statement of compliance

The Board of directors confirms that the company has throughout the year FY 202012021 complied with all

statutory and regulatory requirements and that the company has been managed with the principles ol good

corporate governance.

Internal control and risk management

Internal Control

The directors are responsible for reviewing the effectiveness of the company's system of internal control which

is designed to provide reasonable, but not absolute, assurance regarding the safeguarding of assets against

unauthorized use or disposition and the maintenance ofproper accounting records and the reliability olfinancial

information used within the business or for publication. These controls are designed to manage rather than

eliminate the risk of failure to achieve business objectives due to circumstances which may reasonably be

foreseen and can only provide reasonable and not absolute assurance against material misstatement or loss.

Standing Instructions

The Company has a Code of Ethics and Service Charter that is applicable to all employees. These are two of a

number oistanding Instructions to employees olthe company designed to enhance internal control.

Organization Structure

A clear organizational structure exists, detailing lines oI authority and control responsib ilit ies. The

profess ionalisrn and cornpetence of statl is maintained both through rigorous recruitment policies and a

performance appraisal system which establishes targets, reinforces accountability and awareness of controls,

and identifies appropriate training requirements. Training plans are prepared and implemented to ensure that
XX
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stalf develop and maintain the required skills to fulfill their responsibilit ies, and that the company can meet its

future management requirements.

Strategic Plan

The business of the company is determined by the Strategic Plan. The Strategic Plan sets out the objectives of

the company, and the annual targets to be met to attain those objectives. The Strategic Plan is evaluated annually

to assess the achievement ol those objectives. The Board on an annual basis approves the work plan supported

by the financial plan lor the year. Progress against the plan is monitored on a quarterly basis.

Internal Control Framework

The company continues to review its internal control framework to ensure it maintains a strong and eflective

intemal control environment. Business processes and controls are reviewed on an ongoing basis. A risk-based

audit plan, which provides assurance over key business processes and operational and financial risks flacing the

company, is approved by the Audit Committee.

The Audit Committee considers significant control matters raised by management and both the internal and

external auditors and reports its findings to the Board. Where weaknesses are identified, the Audit Committee

ensures that management takes appropriate action. No significant lailings or weaknesses were identified during

yr 2020121.

Risk Management

The company has a structure and process to help identify, assess and manage risks. -[he process was in place for

the period up to the time this report was approved. This team reviews all the risks in the Trust Fund and updates

the risk register and ensures that all new and emerging risks are appropriately evaluated and any lurther actions

identified. The identified risks are reported to the Audit Committee to assist the Board in the management ol

risk.

Management Team

The management team headed by the Chief Executive Officer implements the Board decisions and policies

through action plans. The team meets regularly to review these action plans to ensure that the Board's objectives

are achieved effectively and etficiently. Such policies developed include the Anti-corruption policy, Disability.

Cender and HIV mainstreaming, the ICT policy among others.

Auditor

The company is audited by the Auditor-(leneral.

VIII. MANAGEMENT DISCUSSION AND ANALYSIS

Nanyuki Waterand Sewerage Company (NAWASCO), pursuant to Section 154 olthe Water Act 2016 operates as a county

water service provider rnandated to servc Nanyuki and its cnvirons including parts of Nycri and Meru Counties. The
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company is owned 100% by the county Covemment of Laikipia and serves as her agent. The Company has a service

provision area covering a total ol286kmr as per the license with the Water Services Regulatory Board (WASREB).

The company developcd a strategic plan lor the period 2019-2023 to guide the operations and execution ol its mandate.

Arising out of the strategy the company also developed a business plan to guide investments required to execute the strategy.

ln the same operating period and as a regulated utility, WASREB gazetted a user tarifl that will guide the company in the

period 2019-2023.

The tariff and the strategic plan have been in implementation lor three years.

lmplementation of the strategic plan was however largely aff'ected by the Covid l9 global pandemic.

The operation and financiat performance o[ the company for the last financial year is as analyzed below;

a) Billing vs Collections During thc 2020/202lFY (Ksh in Million)
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Graphical Representation
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The performance was greatly aff'ected by the Covid l9 pandemic as from the month olJune 2020 as depicted in the graph

above.

Cost Summary for the 202012021 FY

Cost Itcnr

Amount (Kes)

2020t21

Amount (Kes)

2019t20

Staff Costs 147,808,648 139.008.270

Board expenses 4.348.568 5,73t,412

Adm inistration Expenses I 11,508,292 62,55 I,154

Operation Costs 29,62t,617 36,662,379

Maintcnance 6t,D5,601 47,891,t22

Other expenses 63.867.077 127,181,657

120,J79,809 { t 9,025,993
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Chart prcsentation ofexpcnditure for the 2020/2021FY.

Cost summary
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The table below shows the Company progress in its performance as it executed the 2019/2020- 202212023 strategic

plan

62,55t,t54

4,348, s68

67,225,607 63,861,

5,7 3t,4t2

FY 2019/20 FY 2020t21

Water Prod uction 4,J58,732 1,432,971 {,665,582

Billed volumcs 2,795,954 2,880,78 r 2,789,080

Variance 1,562,778 I,552, t 90 I,876,502

ul, NRW 36"h 35"4 10"1,

The cornpany has undertaken radical measures to reduce the NRW and the projected trend lor the year 202112022 is as

indicated below
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The NRW is has continued to reduce to 3t% in July 2021 with a low of 25o/o in August 2021 and currently stands at 350%

in January 2022

Tuble 1.2 -NAWASCO NRW TREAD 2021 /2022

NAWASCO NRWTREAD f ly 2oZL-2o22
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b) Key projects

The company implemented various projects such as

r Solio Water Project, a donor lunded project though WS'I'F (Kshs I 20m) and county Govemment of Laikipia

(Kshs 23m)

. Taji Estate water service line and sewer service station (Kshs32.2m) , a PPP with Unison Sacco

. Livian Estate sewer project and a solar powered sewer pumping station ( I l.7m) through internal funds

o Automation of office operation through purchase of ERP system (9.9m)

. Ichuga water project (4.1m) a donor funded project though WSTF

c) Compliance to statutory requirements

The company has continued honoring all its statutory obligations such as P.A.Y.E, NHIF,NSSF, WASREB Levies,

WRA abstraction fees as they lall due.

d) Future developments

. Upgrade of water networks at Ngei, 1'hingithu phase ll2l3 Asian quarters, Mt View

o Construction ofelevated steel tanks Baraka and Njoguini

. EquiPPingofboreholes

. Acquisition of motor vehicles for administration elficiency
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IX.

o Water and sewer extensions

o Meter replacement

o Rehabilitation ol water network at Kilimo, Majengo and Ruai

ENVIRONMENTAL AND SUSTAINABILITY REPORTING

Sustainability strategy and profile -

The Company mainstreams sustainability issues for all new projects to ensure project is self-sustaining

through visibility studies, commercial viability and project ownership.

The company ensures good govemance and political goodwill and buy in.

The company has put in place structures for tracking impact during and alter project implementation.

Environmental performance

The Company has elfluent discharge control plan which guides how waste is discharged back to water bodies.

Nawasco is currently developing environmental policy.

Testing is done internally at waste water lab and extemally at KEBS , SGS, Government central laboratory

and certificates are issued.

The results from the analysis have been within the required standards attributable to the efficiency of sewer

treatment plant

During the rainy season, surface run offwater at times find its way to the waste water treatment plant causing

system overload therefore incomplete treatment.

Silt deposition causes blockage resulting in law sewer spillage in the estates

Such challenges are attended to promptly by the maintenance team to reduce environmental impact

Nawasco exists to transform lives by sustainably providing excellent water and sanitation services through professional and

competitive practices to the satislaction of the stakeholders. This is our purpose; the driving force behind everything we do.

It's what guides us to deliver our strategy, putting the customer/Citizen first, delivering relevant goods and services, and

improving operational excellence. Below is an outline of the organisation's policies and activities that promote

sustainability.

i)

ii)

i ii) Employec wclfare

xxvt
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The company has an approved Human resources manual that guides hiring process taking into account

gender and ethniciry balance and is revie',ved annually.

Within the HRM there is a performance management system that takes into account training needs, appraisal

and performance reward.

The company has OSHA ',vhich complies '"vith Occupational Sater,"- and Health Act o12007, (OSHA)

iv) Market place practices-

Nawasco ensures the tbllo"vine are adhered to

a) Responsible competition practice.

The company strictly lollows Public procurement and disposal act and code of ethics

b) Responsible Supply chain and supplier relations

The company strictly follows Public procurement and disposal act and procurement policy and plan.
m'1 '

Responsible marketing and advertisement *- -z

The company involves itself in fair marketing and advertisement as outlined in PPDA through accredited.1} :;
media house and systems. |l. :;

il..i?
Product stewardship

'* r
The company has customer contracts rvith obligation of both parties and customer charter outlining clear 

..

service levels. All this is geared torvards saf-eguarding consumer rights and interests.

c)

d)

c) Corporate Social Responsibility / Community Engagements

The company undertakes various CSR activities and stakeholders' engagements through issue ol tree seedlings

torvards environmental conservation and communal w.ater points in high risk areas e.g during Covid l9 pandemic.

X. REPORTOFTHEDIRECTORS

The directors submit their report together with the audited financial statements lor the y'ear ended June 30, 202 I

rvhich show the company's affairs

Principal Activities

The principal activities olthe company are the provision of rvater and sanitation services

Resu lts

The results olthe company for the vear ended June i0,202 I are set out on pages l-77

Dividends
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The Board of Directors do not propose any dividends lor the year.

Directors

The members of the Board of Directors who served during the year are shown on page VI and vii.

Audito rs

The Auditor General is lesponsible for the statutory audit of the company' in accordance with the Public Finance

\t nt Act no l8 bl20 t2
--,1'

-:r,-^-

eyoJde r olthe$-oird

CS ,\luriithi Kingori

Company Secretary

Nany'uki

September 10. 202 I

XI. STATEMENT OF DIIIEC'IORS' RESPONSILITIES

The Public F rnance N{anagemt'ut Act. and the Companies z\ct. reqr.rires the Directors to prepare t-inancial

staternents in rcspect of the comparrv ,.,,hich sive ir. true and tair vie\4 ol'lhe state ol alfairs of the Company at

the end ofthe financial year period and the operating results olthc company' f'or that year i period. fhe Directors

are also recluired to ensure that the :ompany keeps proper accounting records rvhich disclose with reasonable

accurac,!' the t'inancial position of the cornpany. The Directors irre also responsible tbr sateguarding the assets

of the company. The Directors are responsible lor the preparation and presentation of the cornpany's financial

statements. rvhich give a true and fair vierv of the state of alfairs of the company- for and as at the end ol the

f rnancial year (period) ended June 30. 202 l. This respons ibilir.v" includes:

a) lvlaintaining adequate t'inancial management arrangements and ensuring that these continue to be elfective

throughout the reporting period;

b) Vlaintaining proper accounting records. .,vhich disclose with reasonable accuracy at any time the financial

position of the company;

c) Designing, implementing and maintaining internal controls relevant to the preparation and fair presentation ol

the flnancial statements, and ensuring that they are free from material misstatements, whether due to error or

fiaud:

d) Saleguarding the assets of the companyl

e ) Se lecting and apply ing appropriate accounting po lic ies: and (v i) mak ing account ing est imates that are reasonable

in the circumstances.
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The Dirbctors accept responsibility tor the company's financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with

lnremarional Financiat Reporting Standards (IFRS), and in the manner required by the PFM Act and the Companies

Act. The Directors are of the opinion that the company's financial statements give a true and fair vierv of the state

of company,'s transactions during the financial year ended June 30, 202 t, and of the company's financial position

as at that date. The Directors further confirm the completeness of the accounting records maintained for the

company, which have been relied upon in the preparation of the company's financial statements as rvell as the

adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the company 
"vill 

not remain a going concem

for at [east the next rwelve months lrom the date of this statement.

The company's financial statements rvere approved by the Board on ) 2022 and signed on its behalfi
by

Director Director

XXIX

e



ephone: +254-(2o) l214ooo
E-mail: info@oagkenya.go.ke
Website: www. o ag ke n ya. go. ke

Itlr l'tr Ill.lC OIr KI'.\\'.\

OFFICE OF THE AUDITOR-GENERAL
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Anniversary Towers

Monrovia Street
P.O. Box loo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON NANYUKI WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2021

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nanyuki Water and Sewerage
Company Limited set out on pages 1 to 75, which comprise the statement of financial
position as at 30 June,2021, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the

Report of the Auditor-General on Nanyuki Water and Se'werage Company Limited for the year ended 30 June, 202 I



provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Nanyuki Water and Sewerage Company Limited as at
30 June, 2021, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the with
the Companies Act, 2015, the Water Act, 2016 and the Public Finance Management Act,
2012.

Basis for Conclusion

1. Unsupported Trade and Other Receivables

As disclosed in Note 27 to the financial statements, the statement of financial position
reflects trade receivables balance of Kshs.153,505,025 as at 30 June,2021. However,
audit review indicated the following anomalies;

i. Value Added Tax (VAT) refundable of Kshs.22,253,547 was not supported with
correspondences from the Kenya Revenue Authority.

ii. The Company's Board approved the write off of the special bad debts of
Kshs.36,605,364. However, the write off was not approved by the County Executive
Committee Member for Finance. This is contrary to Section 150(2) of the Public
Finance Management Acl, 2012 which requires an Accounting Officer for a county
government entity to obtain approval of the County Executive Committee Member for
Finance to write off a loss.

ln addition, the criteria of selecting debtors who qualified for write off was unclear since
majority of the debtors were entities that still exist and Management ought to have
planned for installment payment arrangements with affected clients. This is contrary to
Section 150(2) of the Public Finance Management (County Governments) Regulations,
2015 which provides that an Accounting Officer shall ensure that all losses written off are
done in accordance with this Act, these Regulations or any other relevant legislation.

ln the circumstances the accuracy of the trade and other receivables balance of
Kshs.153,505,025 could not be confirm.

2. Lack of Ownership Documents

The statement of financial position reflects a balance of Kshs.251,431,043 under
Property, Plant and Equipment which, as disclosed in Note 19 to the financial statements,
includes an amount of Kshs.30,000,000 in respect of land acquired from Nanyuki High
School. However, the title deed was not provided for audit verification. Further, logbooks
for four (4) motor vehicles and one (1) motor cycle all valued at Kshs.4,165,708 were not
provided for audit review.

ln the circumstances, the ownership and accuracy of the property plant and equipment
balance of Kshs.251 ,431 ,043 as at 30 June,2021 could not be confirmed.

Report of the Auditor-General on Nanyuki llater and Sewerage Company' Limitedfor the year ended 30 June, 2021
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Nanyuki Water and Sewerage Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I 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. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other lnformation

The Board of Directors are responsible for the other information which comprises of the
Chairman's Report, Report of Managing Director, the statement of corporate social
responsibility , and the Statement of Directors' Responsibilities. The other information
does not include the financial statements and my report thereon.

My opinion on the financial statements does not cover the other information and I do not
express any other form of assurance or conclusion thereof.

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, I confirm that, except for the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources section of my report, 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. Non-Compliance with the National Cohesion and lntegrity Act, 2008

Review of human resource records revealed that during the year under review, the
Company had a total of sixty-one (61) employees on permanent and pensionable terms
out of which forty-nine (49) or eighty (80%) were from the dominant community. This is
contrary to Section 7(2) of the National Cohesion and lntegrity Act, 2008 which provide
"No public establishment shall have more than one third of its staff from the same ethnic
community."

ln the circumstances, Management discriminate other communities in employment and
was in breach of the law.

Report of the Auditor-General on Nanyuki llater and Sewerage Company Limitedfor the year ended 30 June, 2021
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2. Non-Revenue Water

Review of documents provided for audit revealed that the Company produced 4,665,582
cubic meter (m3) of water during the year out of which 2,789,080 cubic meters (m3) was
billed to consumers. The balance of 1,876,502 m3 or approximately 40% of the total
volume produced valued at of Kshs 12,688,260 represents Non-Revenue Water (NRW)
which is over and above the allowable loss of 25o/o provtded by the Water Services
Regulatory Board (WASREB) guidelines.

The significant level of Non-Revenue Water is an indication of inefficiency and
ineffectiveness in the use of public water resources, which negatively impact on the
Company's profitability and its ability to continue as going concern.

The 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 whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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 processes
and systems of internal control, risk management and governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015, I report based on the audit, that:

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

(ii) ln my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books,

(iii) The Company's financial statements agree with books of account.
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Responsibilities of Management and the Board of Directors

Management and the Board of Directors is responsible for the preparation and fair
presentation of these financial statements in accordance with lnternational Financial
Reporting Standards and the requirements of the Companies Act,2015 and for
maintaining effective internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error and for assessment of the effectiveness of internal control, risk
management and governance.

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

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

ln 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.

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with lSSA|s will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken based on
these financial statements.

Report of the Auditor-General on Nanyuki l/ater and Sewerage Company Limitedfor the year ended 30 June, 2021
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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.



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, 201 5 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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement 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 ability of the Company to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease as a going concern.

a

a

a

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

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

Report of the Auditor-Ceneral on Nanyuki llater and Sewerage Company Limited for the year ended 30 June, 202 I
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I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

CPA CBS

Nairobi

15 July,2O22

Report of the Auditor-General on Nanyuki l{ater and Sewerage Company Limited for the year ended 30 June, 202 I
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\III STATENIENT OF PROFIT OR LOSS AND OTHER CONTPREHENSIVE INCOVIE

FOR THE YEAR EN'DED ruNE 30.2O2I

Notes 2020-202 I 20 l9-2 020

REVENUES Kshs Ks hs

Revenue 6

Other income

Grant income It 62.71t.2 I I 9.191.000

Total reven ues

OPERATING EXPENSES

Stalf cost 12 l -17.808.6,18 t]9,008,270

Board expenses l2 (e) 1.i18.5 68 5,7i 1,412

Administrative cost l2 l r i,508.292 62,551,15.+

Operations l2 (c) 2e,62.t,6t7 36,662.379

Mlaintenance I 2 ( d ) 61.225.607 47,89 l.l 22

Other expenses l2 (f) 63.867 .077

TOTAL OPER.{TtNG EXPENSES {20.J79.80e { 19.025.99J

PROFIT (LOSS) BEFORE

TAXATION

(r2.303.442) ( 85.9i 7.464)

Net proftt (Loss ) lrom Enterprise 2.719.120 l. r8l,l60

PROFIT (LOSS) BEFORE

TA-XATION

(e.-56{.1 2 1 ) ( 8-1.75{.J0{)

Earnings per share -basic and

diluted

Dividend per share

The fi nanc ial statements

Managing Director......

Eng. Kennedy Gitonga

here authorized tbr issues by the board o
l1

U^.-- Finance vunug.r./

Paul Vlwangi

MN 49i r

);
yii/lf/:or and rrere Si:r

WreW;^an olrhe board.

ned on its behalfby;

i

1

Yusul Nlohamed ,\,u

i15.155.156 i 2i.795.5 29

-10Ii.076.J68 3JJ.088.529

r27.18r.657
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V. STATEiVIENT oF FINANCIAL POSITION AS AT.,UNE JO,2O2I

I01)-lr)l I 2019-1020).-o te

Kshs Kshs

ASSETS

Non current lssets

l9 25 r.4l 1.04i r30. r9i.602Propeqv, plant and equipment

l0 5.1i6.8t0 6.982.456[ntangible Assets Software -(IMIS)

t6

l 87, l8 l ,326

11.708.089

I nJ. I 5{).1 87

12.001 515

107,878.1 7l

Total non current rssets

Cu rren t .{sscts

Itnventories

I Trade and other rece ivables

Bank and Cash balances

Totrl Cu rren t asscts

Totnl .\sscts

EQUITY AND L I.{BtLITIES

Capital and rescrves

8.61 r .6i 8

{J0.8 t n.07 I

r00.000

lJ7.l 76.058

6.988.757

.l{5.05.1.230

Ordinary Share Capital it 100,000

il(c) i05.600.{ll

255.819.071 269.207,112

105.686.151

Non current Lixbilities

i l(d) _i.961.391 7.076.0 5.1Cratuir.""

5.963.tt91Total Non current Liabilities 7.076.05{

l8 179 035 l0J

l 79.035. t 0J t6lt.77r).165

Current Lia b ilities

Trade and other payables

Tot:rl Current [,ia bilit ies

Total equ it-'" and liabilities -l.l0.lJ I I,r.07 I {J5.051.230

Capital reserves I I (a) 157.918.9jj 157.938.915

I

-l

.l
Revenue reserves l+ ( l],00-1,218)

Grirnt-Sr--riio -r l(b) .1. I 8-1.910

Grcnts

Capital and Reserves

, ., /.-
The financial statements rvere authorized tbr issues by the board on /.i,1 .1.

(2,.1.10. t 17 )

7 O)) Kil

/, 022 and were Signed on its

il ..------._ .-
W....Finance vlanager.. )W7:7r1.-oairman of the board

f.

2

ti
behalf by';

Vlanaging Director... . .

Eng. Kennedy'Gitonga Paul M'"vangi ICPAK i\.{iri493 I Yusul Mohamed

156.667.88{

r51.505.02i

168.770.-l6J

2,-

i0



Nanyuki Water & Sanitation Company [imited
Annual Reports and Financial Statements
For the year ended 30, June 2021

xv. STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED JUNE 30,2021

Sha re

Capital

Kshs

WSTF

Kshs

Capital

Reserves

Kshs

WSTF Grant

Solio Kshs

Revcn ue

reserves Kshs

Total Kshs

Year ended June 30,

2020

As at l'' July 2019 100.000 106.984.446 157,938,935 69.052.436 82,314,1'77 4t6.389.994

Grant -Bungoma

primary

( r ,298, r94) ( r .298, r94)

Grant -WSTF solio

project

( r0.893,324) ( r0,893.324)

Grant -WSTF solio

project

(s0,236,460) (50,236.460)

Net surplus (deficit)

for the year

(84,754,304) (84,754,304)

At 30 June 2020 100.000 105,686,252 157,938,9.15 7,922,652 ( 2.{{0.127 )

3

269.21)7.7t2
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Sha re

Capital

Kshs

WSTF

Kshs

Capital

Reserves

Kshs

WSTF Grant

Solio Kshs

Reven ue

reserves Kshs

Total Kshs

Year ended June 30,

2021

As at l'' July 2020 r00.000 105,686,252 r57,938,935 '7,922,652 (2,440,127) 269,207,'7 t2

Crant

primary

- B u ngoma (85,805 ) ( 85,805)

Grant -WSTF solio

project

(3,738,7 r2) (3;738.7 t2)

Net surplus (deficit)

for the yr

(9,564, r2 r) (9,564, r2 r )

At 30 June 2021 100,000 105,600,.1{7 157,9J8,935 4,181,910 ( 12,00.1,2{8) 255,819,07{

4
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XVI. STATEMENT OF CASTIFLOWS FOR THE YEAR ENDI.ID.IUNE 30,2O2I

Notes 2020-2021 2019-2020

Ks hs Kshs

CASHFLOWS FROM OPERATING ACTIVITIES

CASH GENERATED FROM /USED IN

OPERATIONS

Profit (loss) for the year (e,564, r2 r) (84,7s4,104)

Adjustments for;

Depreciation 25.5 16.097 19.410.084

Amort ization 1.745.616 |.7 45,6t4

Operating profit (loss) beforc working capital changes t'7,697,592 (63,598,606)

Changes in working capital items

( Increase) /decrease in inventories ( r.652.88 r ) 6.06r,336

(increase) / decrease in trade and other receivables 33.676,30 r 1i5.089.685

(decrease) / increase in trade & other payables 9.t 52.479

Cash generated from / (uscd in) operating activities

Interest paid

Taxation paid

58,ti7t,{91 65.7 63,27 4

Nct cash uscd in operating activities 65,76J,271

CASII FLOWS t.'ROM INVESTIN(; ACTIVITI E,S

Purchase of fixed assets 46 753 518 55 357 i59

Net cash outflows from investing activities ({6.75J.5J8) (55J57J59)

Net cash outflows from invcsting activities

CASIIFLOWS FROM FINANCING ACTIVITIES

Grant ( -) 824 5t'7

Net increase / (decrease) in cash and cash equivalents 8.295,436 (s2.022.063)

Opening cash and cash equivalents ti.708.088 65.730. r45

Closing cash and cash cquivalents I J.70tt.0{ttt

5

( l 1.789.14r)

58.87J.491

(62.427.973)

22,003.524
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XVII. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE

PERIOD ENDED 30 JUNE 2O2I

0riginal

budget

Kshs

Adj ustments

Kshs

Final budget

Kshs

Actual on

com parable

basis

Kshs

Perfornrance

difl'erencc

Kshs

"h of

utilis

ation

IIEVENUE

Water charges 213,653,294 0 2t3,653,294 225,076,075 I t,422,98t 5%

Server Charges 129,607 ,7 t3 (3r,807,7r3) 97,800,000 95,529,0 r6 (2,270.984) (2%)

Standing charges 8.298.600 1,000,000 9.298,600 9,939,7'70 641,t'70 '1O /

Othcr Incomes 6,226,739 8,920,37 t 15,147,110 14,8 I 0,095 (337,0 rs) (2%)

Tota I 1J5,899,004 345,355,156

Grant Incomes 25,607,5 88 0 25.607.5 88 62,72t,2t1

Grand total 357,786,346 (2r,887 )42 .161,506,592 {08,076,J68

Expcnses

StalT cost 135.589.378 2.5 70,00 I l 3 8,259,3 78 147.808,648 (9,549,2'70) (7%)

Operations 33,190,283 29,553,863 29.62t,617 (67;754)

Ad m inistrative costs 56,736.88 57,252,000 r25,285,586 r r3,508,2e2 | | ,7'77 ,294 9%

Board expenses 5,543,698 0 5,546,698 4,348.568 l,198,130 22%

Nlaintcnancc 5 r,668,350 6,210,000 57,878,350 61,225,607 (3,347,25'7) (6%)

Other expenses 62,7 45,,6t6 63,E67,1)77 ( I,121,461) (2%)

Total 119,269,191 {20,379,809 ( r,l10,3r8) 0rA

6

(0%)



XVIII. NOTES TO THE FINANCIAL STATEMENTS

l. General Information

Nanyuki Water & Sanitation Company Limited was established by and derives its authority and accountability from water Act 2002 now repealed by

Water act 2016. The Company is wholly owned by the County Government of Laikipia and domiciled in Kenya. The Company's principal activity is

distribution of water and provision of sanitation services to the residence of Nanyuki town and its environs.

New un umended stundanl{ und interprelations in issue effeclive in lhe yeur ended 30 June 202L

IAS 39-Financial

Instruments:

Recogn ition and

Measurement

IAS 39 "Financial Instruments: Recognition and Measurement" outlines the

requirements for the recognition and measurement of flnancial assets, financial

liabilities, and some contracts to buy or sell non-flnancial items. Financial

instruments are initially recognized when an entity becomes a party to the

contractual provisions of the instrument and are classified into various

The amendments are etlbctive fbr annual

periods beginning on or after January l,

2020. Earlier application is perm itted.

l

2. Statement of compliance and basis of preparation

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued amounts ofcertain items ofproperty,

plant and equipment, marketable securities and financial instruments at fair value, impaired assets at their estimated recoverable atnounts and

actuarially determined liabilities at their present value. The preparation of flnancial statements in contbrmity with lnternational Financial Reporring

Standards (IFRS) allows the use of estimates and assumptions. It also requires management to exercise judgment 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 reporting currency of the company and

all values are rounded to the nearest thousand (Kshs'000).

The financial statements have been prepared in accordance with the companies act, the PFM act and lnternational Financial Reporring Standards

(IFRS). The accounting policies adopted have been consistently applied to all the years presented.

3. Application of New and Revised International Financial Reporting Standards (IFRS)

Title Description Effective Date
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categories depending upon the type of instrument, which then deterrrines the

subsequent measurement of the instrument (typically amortized cost or f'air

value). Special rules apply to embedded derivatives and hedging instruments.

The amendments are effective for annual

periods beginning on or after January l,

2020. Earlier application is permitted.

IFRS 4 "lnsurance Contracts" applies, with limited exceptions, to all insurance

contracts (including reinsurance contracts) that an entity issues and to

reinsurance contracts that it holds. ln light ofthe IASB's comprehensive project

on insurance contracts, the standard provides a temporary exemption lrom the

requirements of some other lFRSs, including the requirement to consider IAS

8 "Accounting Policies, Changes in Accounting Estimates and Errors" when

selecting accounting policies for insurance contracts.

IFRS 4- lnsurance Contracts

( Superseded)

The amendments are ef'tective lbr annual

periods beginning on or after January l,

2020. Earlier application is permitted.

IFRS 7 "Financial lnstruments: Disclosures" requires disclosure of

information about the significance of tlnancial instruments to an entity, and the

nature and extent of risks arising fiom those financial instruments, both in

qualitative and quantitative terms. Specific disclosures are required in relation

to transferred flnancial assets and a number of other matters.

IFRS 7- Financial lnstrument

Disclosures

The amendments are eft'ective for annual

periods beginning on or atter January l,

2020. Earlier application is permitted.

IFRS l6 specifies how to recognize, measure, present and disclose leases. The

standard provides a single lessee accounting model, requiring the recognition

ofassets and liabilities for all leases, unless the lease term is l2 months or less

or the underlying asset has a low value. Lessor accounting however remains

largely unchanged from IAS l7 and the distinction between operating and

finance leases is retained.

IFRS l6- Leases

Title Description Effective Date



Nanyuki Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended 30, June 2021

The Directors have assessed the applicable standards and amendments. Based on their assessment of impact of application of the above, they do not

expect that there will be a significant impact on the company's financial statements. Or the following has been assessed to be signilicant lbr the company

and has been addressed as follows....

New and amended standards and interpretations in issue but not yet eflective in the year ended 30 June 202 III

IAS l- Presentation of

Financial Statements

IAS I "Presentation of Financial Statements" sets out the overall requirements

for financial statements. including how they should be structured. the

minimum requirements lor their content and overriding concepts such as

going concern, the accrual basis of accounting and the currenVnon-c urrent

distinction. The standard requires a complete set ol financial statements to

comprise a statement of llnancial position, a statement of prolit or loss and

other comprehensive income, a statement olchanges in equity and a statement

of cash t'lows.

The amendrnents are eff'ective for annual

periods beginning on or afier January l.

2023. Earlier application is permitted.

IAS l2 - Income Taxes IAS 12, "lncome Taxes" implements a so-called 'comprehensive balance sheet

method' of accounting lor income taxes which recognizes both the current tax

consequences of transactions and events and the tuture tax consequences of

the t'uture recovery or settlement of the carrying amount of an entity's assets

and liabilities. Differences between the carrying amount and tax base olassets

and liabilities, and carried forward tax losses and credits, are recognized, with

limited exceptions, as def'erred tax liabilities or deferred tax assets, with the

latter also being subject to a'probable protits'test.

Earlier application is permitted. The

amendments are elfective lbr annual

reporting periods beginning on or after

January 1,2023. Early adoption is permitted.

IAS 16 - Property, Plant

and Equipment

IAS l6 "Property, Plant and Equipment" outlines the accounting treatment fbr

most types of property, plant and equipment. Property, plant and equipment is

initially measured at its cost, subsequently measured either using a cost or

The amendrnents are ef-tective for annual

periods beginning on or alier January I,

2022. Early appl ication is permitted.

9
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revaluation model, and depreciated so that its depreciable amount is allocated

on a systematic basis over its useful lif'e.

The amendments are ef'fective for annual

periods beginning on or afier January l,

2022. Early application is perrnitted.

IAS 37 "Provisions, Contingent Liabilities and Contingent Assets" outlines

the accounting for provisions (liabilities of uncertain timing or amount),

together with contingent assets (possible assets) and contingent liabilities

(possible obligations and present obligations that are not probable or not

reliably measurable).

IAS 37 Provisions.

Contingent Liabilities and

Contingent Assets

The amendments are effective for annual

periods beginning on or atier January l,

2022. Early application is permitted.

IAS 4l "Agriculture" sets out the accounting for agricultural activity - the

transformation of biological assets (living plants and animals) into agricultural

produce (harvested product of the entity's biological assets). The standard

generally requires biological assets to be measured at fair value less costs to

sell.

IAS 4l - Agriculture

The amendrnents are efhclive lbr annual

periods beginning on or afier January l,

2022. Early application is perrnitted.

IFRS I "First-time Adoption of lnternational Financial Reporting Standards"

sets out the procedures that an entity must fbllow when it adopts IFRS fbr the

t'irst time as the basis for preparing its general purpose tlnancial statements.

The IFRS grants limited exemptions from the general requirement to comply

with each IFRS ellective at the end of its tlrst IFRS reporting period.

IFRS I

Adoption

Financial

Standards

First+ime

of International

Reporting

The amendments are eff'ective for annual

periods beginning on or afier January l,

2022. Early application is permitted if an

entity also applies all other updated

reflerences (published together with the

IFRS 3 "Business Combinations" outlines the accounting when an acquirer

obtains control of a business (e.g. an acquisition or merger). Such business

combinations are accounted for using the 'acquisition method', which

generally requires assets acquired and liabilities assumed to be measured at

their fair values at the acquisition date.

IFRS 3 -
Com binations

Business

Title Description Effective Date
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All categories o[ property, plant and equipment are initially recorded at cost less accumulated depreciation and

impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts, being their

flair value at the date olre-valuation Iess any subsequent accumulated depreciation and impairment losses. Where

re-measurement at re-valued amounts is desired, all items in an asset category are re-valued through periodic

valuations carried out by independent external valuers.

Increases in the carrying amounts olassets arising lrom re-valuation are credited to other comprehensive income.

Decreases that olfset previous increases in the carrying amount oi the same asset are charged against the

revaluation reserve account; all other decreases are charged to profit or loss in the income statement.

Gains and losses on disposal ol items of property, plant and equipment are determined by comparing the

proceeds from the disposal with the net carrying amount of the items, and are recognised in profit or loss in the

lncome statement

d) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly to the

costs of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income statement on a straight-line basis to

write down the cost oleach asset or the re-valued amount to its residual value over its estimated useful life.

The annual rates in use are:

Plant and machinery 125%

Motor vehicles, including motor cycles 25yo

Computers and related equipment 30%

Office equipment, furniture and finings 12.5%

Tractors & trailers 25%

Equipments, sale & cabinet 12.5%

Water systems 12.5%

Building 12.5%

Software 20%

Cornputer software licences are capitalised on the basis of the costs incurred to acquire and bring to

use the specitic software. These costs are amortised over their estinrated useful lives which are

estimated to be 5 years.

13
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Costs associated with developing or maintaining computer sofiware programmes are recognised as an

expense as incurred. Costs that are directly associated with the production of identifiable and unique

software products controlled by the company, and that will probably generate economic benefits

exceeding costs beyond one year, are recognised as intangible assets. Direct costs include software

development staff'costs and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful

lives which are estimated to be 5 years on a straight line basis.

A full year's depreciation charge is recognized both in the year ofasset purchase and in the year ofasset

disposal.

e) Intangible Asset

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated

amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis over their

estimated uselul lives . The estimated useful life and amortization method are reviewed at the end o[ each

reporting period, with the eflfect olany changes in estimate being accounted lor on a prospective basis. Intangible

assets with indefinite useful lives that are acquired separately are carried at cost less accumulated impairment

losses.

I Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated uselul life of the intangible asset. All intangible

assets are reviewed annually fbr 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.

C) Investment property

lnvestment property, which is property held to earn rentals and/or for capital appreciation (including property under

construction lor such purposes), is measured initially at cost, including transaction costs. Subsequent to initial

recognition, investment property is measured at fair value. Cains or losses arising from changes in the lair value o[

investment property are included in profit or loss in the period in which they arise. An investment property is

derecognized upon disposal or when the investment propeny is permanently withdrawn lrom use and no tuture

economic benefits are expected from the disposal. Any gain or loss arising on derecognition oflthe property (calculated

as the diff-erence between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in

the period in which the property is derecognized.

h) Risk of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at

or belore the commencement day, less any lcase incentives received and any initial direct costs. They are subsequently

measured at cost less accurnulated depreciation and impairment losses. Whenever the entity incurs an obligation for
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costs to dismantle and remove a leased asset, restore the site on which it is located or restore the underlying asset to the

condition required by the terms and conditions of the lease, a provision is recognized and measured under IAS 37. To

the extent that the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless those

costs are incuned to produce inventories. Right-of-use assets are depreciated over the shorter period ol lease term and

useful lile olthe underlying asset. If a lease transfers ownership ofthe underlying asset or the cost olthe right-of-use

asset reflects that the entity expects to exercise a purchase option, the related right-ot'-use asset is depreciated over the

useful lile olthe underlying asset. 1'he depreciation starts at the commencement date of the lease. The right-ofl-use

assets are presented as a separate line in the consolidated statement of financial position.

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank ol Kenya (CBK) long-term

inlrastructure bonds and other corporate bonds with the intention ofearning interest income upon the bond's

disposal or maturity. Fixed interest investments are freely traded at the Nairobi Securities Exchange. The bonds are

measured at fair value through profit or loss.

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities traded lreely at the

Nairobi Securities Exchange or other regional and international securities exchanges. Quoted investments are stated

at fair value.

k) Unquotedinvestments

Unquoted investments stated at cost under non-current assets, and comprise equity shares held in other Government

owned or controlled entities that are not quoted in the Securities Exchange.

l) Inventories

lnventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and, where

applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their present

location and condition. Cost is calculated using the weighted average cost method. Net realizable value represents the

estimated selling price less all estimated costs oflcompletion and costs to be incurred in marketing, selling and

distribution.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts. These are

assessed lor impairment on a continuing basis. An estimate is made oldoubtlul receivables based on a review of all

outstanding amounts at the year end. Bad debts are written oflafter all e llorts at recovery have been exhausted.

n) Taxation

i. Currcnt income tax

15
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Current income tax assets and liabilities for the current period are measured at the amount expected to be

recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are

those that are enacted or substantively enacted, at the reporting date in the area where the Entity operates and

generates taxable income. Current income tax relating to items recognized directly in net assets is recognized in

net assets and not in the statement of financial performance.

Current income tax assets and liabilities lor the current period are measured at the amount expected to be

recovered lrom or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are

those that are enacted or substantively enacted, at the reporting date in the area where the Entity operates and

generates taxable income.

Management periodically evaluates positions taken in the tax returns with respect to situations in which applicable

tax regulations are subject to interpretation and establishes provisions where appropriate.

Deferred tax liabilities are recognized lor all taxable temporary dift'erences, except in respect of taxable temporary

dilferences associated with investments in controlled entities, associates and interests in joint ventures, when the

timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences

will not reverse in the foreseeable future. Delerred tax assets are recognized for all deductible temporary differences,

the carry forward ol unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent

that it is probable that taxable profit will be available against which the deductible temporary differences, and the

carry forward ofunused tax credits and unused tax losses can be utilized, except in respect ofdeductible temporary

diflerences associated with investments in controlled entities, associates and interests injoint ventures, deferred tax

assets are recognized only to the extent that it is probable that the temporary differences will reverse in the

foreseeable future and taxable profit will be available against which the temporary dilferences can be utilized.

1'he carrying amount of delerred tax assets is reviewed at each reporting date and reduced to the extent that it is no

longer probablc that sufficient taxable profit will be available to allow allor part olthe deferred tax asset to be

utilized. Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extent

that it has become probable that future taxable profits will allow thc delerred tax asset to be recovered. Deferred

tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realized

16

o) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and their carrying amounts fbr financial reporting purposes at the reporting date.
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or the liability is scttled, based on tax ratcs (and tax laws) that have bcen enacted or substantively enacted at the

reporting date

tax items are recognized in correlation to the underlying transaction in net assets. Defened tax assets and delerred tax

17

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or deflcit. Delerred

liabilities are otlset if a legally entbrceable right exists to set off current tax assets against cunent income tax liabilities

and the def'erred taxes relate to the same taxable entity and the same taxation authority.

p) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualilying assets, which

are assets that necessarily take a substantial period oltime to get ready lor their intended use or sale, are added

to the cost of those assets, until such time as the assets are substantially ready for their intended use or sale. To

the extent that variable rate borrowings are used to flnance a qualilying asset and are hedged in an effective cash

flow hedge of interest rate risk, the elfective portion of the derivative is recognized in other comprehensive

income and reclassified to profit or loss when the qualifying asset impacts profit or loss. To the extent that fixed

rate borrowings are used to finance a qualilying asset and are hedged in an effective flair value hedge of interest

rate risk, the capitalized borrowing costs reflect the hedged interest rate. lnvestment income earned on the

temporary investment of specific bonowings pending their expenditure on qualifying assets is deducted from

the borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit or loss in the

period in which they are incurred.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly liquid

investments with an original maturity o[three months or less, which are readily convertible to known amounts of

cash and are subject to insignificant risk ofchanges in value. Bank account balances include amounts held at the

Central Bank of Kenya and at various Commercial Banks at the end ofthe reporting period. For the purposes of

these financial statements, cash and cash equivalents also include short term cash imprests and advances to

authorised public officers and/or institutions which were not surrendered or accounted for at the end ol the

tinancial year.

r) Borrowings

lnterest bearing loans and overdrafts are initially recorded at lair value being received, net of issue costs associated

with the borrowing. Subsequently, these are measured at amortised cost using the etlective interest rate method.

Amortised cost is calculated by taking into account any issuc cost and any discount or premium on settlement.

Finance charges, including premiums payable of settlernent or redernption are accounted lor on accrual basis and
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are added to the carrying amount ol the instrument to the extent that they are not settled in the period in which

they arise. Loan interest accruing during the construction ofl a project is capitalised as part of the cost of the

project.

s) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is measured at the fair

value of contractual value of the consideration to be paid in luture in respect ol goods and services supplied,

whether billed to the entity or not, less any payments made to the suppliers.

t) Retirement benefit obligations

The entity operates a defined contribution scheme for all full-time employees from July l, 20XX. The scheme is

administered by an in-house team and is funded by contributions from both the company and its employees. The

company also contributes to the statutory 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 limited

to specific contributions legislated lrom time to time and is currently at Kshs.XXX per employee per month.

u) Provision for staff leave pay

Employees' entitlements to annual leave are recognised as they accrue at the employees. At provision is made for

the estimated liability tbr annual leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional currency olthe primary economic environment in which

the entity operates, Kenya Shillings. Transactions in foreign cunencies during the yearlperiod are translated into

the functional currency using the exchange rates prevailing at the dates of the transactions or valuation where

items are re-measured. Any foreign exchange gains and losses resulting from the seftlement of such transactions

and from the translation at year-end exchange rates ol monetary assets and liabilities denominated in foreign

currencies are recognised in profit or loss.

w) Budget information

The original budget for FY 2020-2021 was approved by the Board on June 30,2020. 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 entity recorded additional

appropriations of an increase Kshs 6Tmillion on expenditure and reduction of Kshs 2lmillion on Revenue on the

2020-2021 budget following the board's approval.

The entity's budget is prepared on a diff'erent 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 ol

expenses in the statement of tlnancial 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
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a)

be on the same basis as the approved budget. A comparison ol budget and actual amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement ol comparison ol budget and actual

amounts. In addition to the Basis diFference, adjustments to amounts in the financial statements are also made for

differences in the lormats and classification schemes adopted lor the presentation ol the financial statements and

the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement ol comparison of

budget and actual amounts and the actuals as per the statement ol financial perlormance has been presented under

section xvii of these financial statements.

Service concession arrangements

The Entiry analyses all aspects of service concession arrangements that it enters into in determining the appropriate

accounting treatment and disclosure requirements. [n particular, where a private party contributes an asset to the

arrangement, the Entity recognizes that asset when, and only when, it controls or regulates the services the operator

must provide together with the asset, to whom it must provide them, and at what price. In the case of assets other

than 'whole-of-lile' assets, it controls, through ownership, beneficial entitlement or otherwise - any significant

residual interest in the asset at the end ofthe arrangement. Any assets so recognized are measured at their lair

value. To the extent that an asset has been recognized, the Entity also recognizes a corresponding liability, adjusted

by a cash consideration paid or received.

Comparative figures

Where necessary comparative figures for the previous financial year have been amended or reconfigured to conlorm

to the required changes in presentation.

Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial statements

for the year ended June 30,2021 .

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with IFRS requires management to make judgments,

estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the

disclosure ofcontingent Iiabilities, at the end of the reporting period. However, uncertainty about these assumptions

and estimates could result in outcomes that requirc a material adjustment to the carrying amount olthe asset or liability

atfected in future periods.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources olestimation uncertainty at the reporting date, that

have a significant risk of causing a material adjustment to the carrying anrounts of assets and liabilities within the

next financial year. are described below. 'l'he Entity based its assumptions and estimates on parameters available

when the financial statements were prepared. However, existing circumstances and assumptions about future

b)

c)

19



Nanyuki Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended 30, June 2021

developments may change due to market changes or circumstances arising beyond the control olthe Entity. Such

changes are reflected in the assumptions when they occur.

b) Usefu! lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform potential tuture

use and value from disposal:

* The condition ofthe asset based on the assessment olexperts employed by the Entity

* The nature olthe asset, its susceptibility and adaptability to changes in technology and processes

* The nature olthe processes in which the asset is deptoyed

t Availability of lunding to replace the assets

c) Provisions

Provisions were raised and management determined an estimate based on the information available. Additional

disclosure ol these estimates ol provisions is included in Note 27 (b).

Provisions are measured at the management's best estimate olthe expenditure required to settle the obligation at

the reporting date, and are discounted to present value where the effect is material. The provisions;

. Provision for bad debts -provided as stipulated by the regulator at 16.5%o ofthe debts outstanding at the end of

the year

o Provisions ofobsolete stocks - based on identified obsolete stock

. Provision for gratuity- provided based percentage as per employee contract

o Provision for tax -based on the prevailing corporation rate currently at 300%

6. REVENUE

345,355, r56 323,795,529Gross sales of services

Total 345,355,156 .12.1,795,529

7 . Cost of sales

Cost of sales of goods

Total

20
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8. Grants from National (]overnmenl

KMl' 950.000 4.291.000

County Covernment ol Laikipia 1,991,495 5.000.000

wsl'f' 4,t37,723

Crant Chemicals (WASPA) 2,324.040 0

5l,l 17.953 0Liquidity support

Tota I 62,121,21t 9,29J,000

lnterest income from treasury bonds

'l'otal

10. Othcr incomc

Sale of tender documents

'l'otal

I l. Othcr gains and losscs

Total

21.
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202012021 2019t2020

K-shs Kshs

0

9. Finance Incomc

019t202(,

Kshs

0l9na2(

Kshs Kshs

2020t2021 2019t202t

l(shs Ksh!

Iroreign exchange gains
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12. Adnrinistrative costs & Staffcosts

147.808.648StafT cost (note l2 b)

r J9.008,270147,808,648Total

Administrative cost

1.109,072 914.000lind olyear party

707.000 549.000[)ertbrmance token

2t,61 1,374Add itional tax assessmcnt

647,892NGM

2,379,2t0 2,344,980Ground maintenancc

7.426.2265.948,081Stall rnedical insurance

77 5,87 I245.000Advcrtiscments

1.605,t22 t3,304,757Travel ling & subsistence

999.665 1,322,952Telephone & postage

42t.7'70 3l7.lt6Newspapers & periodicals

218.990i06.897Office expenses

10.157,577 6,065,3 3 5StatT training

t,7'70,5691.209.860Corporate social responsibility

8.0s9.862 I 1.096.085Stafl'welt'are

575.9t4284.470Subscription

3 r,000 2,651,085Games & sports

r.217.18570.550Legal lees

53 8.240 1,076,480Aud it lees

I,147,688Profcssional lees

5.568.059 3.84s.551Security

1.05 l.154 t,697,566Stakeholders participation

3,765,939 1.893907lntern(]t

l, r 50.428 1,491,650Ceneral insurance

5 15.610 567,100Bank charges

1.0s6,808 4.6 r 8.5 78I)rinting & stationery

22
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Unitbrrns l4 1.050 5 r3.908

Provision lor bad & doubtful debts i 2,689,1i 3 (7, r64,0 r9)

Cleaning materials 1,485,l6l |.644.78't

Total I1J,508,292 62,551,151

12. (b) Staffcosts

r20,882,392 1 il.037.687Salaries and allowances of permanent employees

5,I 12,8692.704,050Wages ofl temporary employees

441.000 3 88.800Compulsory national social security schemes

12.018,036t2.066.83 IOther pension contributions

I 1,714.175Leave pay and gratuity provrsrons 10.410.878

r3e,00tt,270147,808,6,18

The average number of employces at the end ofthe year was:

'I'otal

8 8Senior Management

l4Permanent employees - Middle level Management t5

J5 35I'ermancnt

l8l8Long term contract (Jyrs -5yrs)

8(rtt6Fixcd short tcrm contract {3mths - lyr)

162 l6lTota I

l2 (c) Operations

880.23 t10.010Licenses & perrn its

356.00053.000t.ikii-wRUA

t,2'71,4'76 1.241.180W RA abstraction lees

23

t t2$21)

Compulsory national health insurance schemes

2020n021 t0t9/2020
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Chcm icals 7,160,861 2,6 r 6. r40

697947 3 76.i00

WASRUB f'ees 'i Ogi irr 2.790.509

Solio project 8,7 10,73 I 7.887.728

554.5'79

Electricity 5,547 ,492 8. r32.80 r

Consultancy 2,i 20,000 12.381.490

To tal 29,621,617 36,662,379

l2 (d) Maintcnance

Oencral maintcnar ncc

Tools & equipment 325.865 144,509

Electrical repairs 2,457,7 t5 t.071,'742

NRW 2,5 55.3 53 2,066.455

Repair & maintenance of boreholes | .67 5.437 679.910

Fencing & access road maintenance 4.390,813 4,747,087

Building maintcnance 2,78t.43t 3,798,277

Water network repairs t7,444.534 15,957,660

Sewer network maintenance 6.824.213 6,618,'169

Disludging 2.t53.329 9 10.620

Disilting 522.s6s

Manhole maintenance s, r68.634 863.716

System maintenance t,540.300

Computer accessories 766.770 520.404

Sub total 48,606,959 37,379,209

Motor vchiclc ru n ning expcnses

Fuel & oils 6.619,J5tt 5,t ltt,lltg

M/V rcpairs 3.'tt98,'969 J,004,J1J

24
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Tyrcs & tu bes 300.500 71t,573

Generator repairs & oils 276.298 342,344

Exhauster maintenance l6l,583 {52,97J

Motor bikes rcpair I,lJ I ,9{0 822,490

Sub total I 2,6 18,6,19 10,51t,9lJ

Grand total 61.225,607 17 ,89t,t22

l2 (e) Board expenses

Committee allowances 1,339,166 2.5 t8.860

Full board allowances l. r 2i.6i8 2.144.006

1,885,764 t.068.546

{,J{8,568 5,731't l2Tota I

l2 (f) othcr expenscs

Dcpreciation 25.5t6,097 t9,410,085

1,745,616 1.745.6t4Arnorlization

Bad debts written oll 36,605.i64 r06.025.958

Total 63,867,077 l27,l8l,657

lJ. Selling & tlistribution costs
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2021J12021

Board expenses

,esc 2020t2021

Kshs Kshs

2020n021 2019t2020

Kshs Kshs
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Salaries & wages of sales personnel

Sales commissions

Sales discounts and rebates

Other selling and distribution costs

l{. Financc costs

Interest expense on loans

Interest expense on bank overdrafts

Interest on lease liabilities

Total

15. Operating profit / l,oss

The operating profiV (Loss) is arrived at after charging / (crediting)

r47,808,648 r39,008,270Staffcosts (note l2 b)

19,4 I 0,08525,5t6,097Depreciation ol property plant and equipment

t,7 45,616 1.745.6t4Amortisation of intangible assets

(7. r64,0 re)32,689,33lProvision lor bad and doubtlll debts

2,462,804 4,662,865Directors' emoluments- F ees

1.885.764 t.068.546-others

5l8.240 53 8.240Aud itors' remuneration- current year lees

-Prior year under provision

Loss on disposal of property , plant and equiprnent

Net foreign exchange loss

(22,473)(i 7,75 8)Intercst receivable

lnterest payable

26
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Rent receivable ( r9,500) (4.500)

16. Income tax expense / (Credit)

a) Cu rrent taxation

Current taxation based on the adjusted profit for the at 30%

Current tax : prior year under/ (over) provision

Prior year under-provision lor delerred tax

Tota I

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

Prot'it belbre taxation

Tax at the applicable tax rate ol 30%o

Currcnt tax

Tax effects of expenses not deductible lor tax purposes

Tax eff'ects ol income not taxable

Tax effects ol excess capital allowances over depreciation / amortization

Delerred tax prior year over-provision

Total

17, Earning per share

The earnings per share is calculated by dividing the profit after tax of (Kshs (84,754,304) (2019-2020) (Kshs (847))

by the average number of ordinary shares in issue during the year of 100,000 (2019-2020: 100,000). There were not

dilutive or potentially dilutive ordinary share as at the reporting date

18. Dividend pershare
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Proposed dividends are accounted lor as a separate component of equity until they have been ratified and declared at

the relevant Annual General Meeting (ACM). At the AGM to be held befbre the end of 2021, a final dividend in

respect ol the year ended June 30, 202 I of Kshs. 0 (2020: Kshs. 0) tbr every ordinary share ol par value of Kshs. l0

is to be proposed. An interim dividend ol Kshs. 0 (2020: Kshs. 0) lor every ordinary share of par value ol Kshs. l0

was declared and paid during the year. This will bring the total dividend lor the year to Kshs.0 (2020: Kshs.0).
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19. Property, Plant and Equipment

Additions

NET BOOK VALUE As at June

30, 2020

COST OIT VALUATION

12,655,259 2,5 70.000 3,518,382 3,507751 3,705,670 9,660,928 25,535,'733

l 12,650 1,826,573 4,2t3,557 966.000 r, t60,890

At.lunc 30.2021 12,655,259 2,570,000 3,631,032 3,507,751 3,705,670 I I,.rE7,501 29,7 49,290 966,000 I,160,890

I)EI'RECIATION

At July l. 2020 12,655,259 r.070,000 3,t94,293 2,1'79,208 2,941,686 5,470,322

500.004 149,508 285,000 253,t64Charge for the year 1,435,938 3,'7 18,656 120.756 r45.lr6

As At 30(h June 2021 12,655,259 I,570,00;l J,143801 2,.16{,208 3,19{,850 6,906,259 3,718,656 120,756 r45.1l6

999,996 287,232 I,0,13,543 510,821
NET BOOK VALUE As at June

30,2021
{,581,21l 26,030,6Jr

845,24.r I,015,77,1

1,500,000 32'1,090 1,328,5d3 763,985 .1,190,606 25,5J5.733
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COST OR VALUATION

3,97 5,t63 4,724,707 t5,567,58610,810,'72t 7,344,624 9,89 1,49349,684,t06 7,930,22930,000,000At July l, 2020

295.08 5 3,066,250 t2.284189| ,6 I 8,893 20,672,552536,900Additions

27.E51.775{,270.2{E 7,79t),957lt,1t)7,621 8,963,5 r 7 30,56,1,0{5.19,68.1,106 7,930,22930,000,000At J une 30, 202 I

I)EPRECIATION

4,079,8621,540,568 1,835,69310,t96,44'l 2,397,849 3, r98,923Ar July l, 2020

341,208 744.40t 2,97 t,489E20,703 3,420,654498,444Charge for the year

2,580,095 7,05 r ,3513,2 l E,553 6,619,577 l ,88 r,776l 0,694.89 rAs At 30th June 2021

2,3EE,472
5,210,862 20.800,424

5,711,961 23,9{{,46849,6E,1,106 7,930,229 712,7 30
NET BOOK VALUE As at June 30,

2021

2,43.1,595
2,EE9,0 t { I I,187 ,721

67 4.27 4 4,9{6,775 6,692,571)49,684, t 06 7,930,229
NET BOOK VALUE As at June 30,

2020

3d
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Property, plant and Equipment (continued)
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Property, plant and Equipnrent (continued)

COST OR VALUATION

486.689.0642.298,5 r5 283.248,t9'1At July l, 2020

46,753,s3 8Additions

533,442,6022,298,515At June 30,2021

DEPRECIATI()N

256.495.462r.077. r06 204.658.244Ar July l. 2020

25,5t6,0979,823,740287.3 r6Charge for the year

282,0 r r,5591,36,1,424 2 l {,,tIJ 1,98{As At 30'h June 2021

251,431,04368,766,21393{,091NET BOOK VALUE As at June 30,2021

230,t93,6021.22 I .{07 78,589,953NET BOOK VALUE As at June 30. 2020

31
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Property, Plant and Equipment (continucd)

As At 30'h June 2020

COST OR VALUATION

t2,655,259 570,000 3,t75,279 2,9?8,2t0 3,669,t'7 5 8,533.7 42 20,524,430At July l,2019

343,103 529.541 l.127186 5,0 r 1,303Additions 2,000,000

12,655,259 2,,570,000 3,518,382 3,705,670 9,660,928 25,535,7J3At June 30,2020

DEPRECIATION

2.950,057 1.894.6'76 2.688,526 4.263.990At Julv l. 2019 1.578.755 570.000

284.532 253.160 t,206,3321,076,503 500.000 244.236Charge for the year

12,655,258 t.070,000 3,194,293 2,t79,208 2,9{l,686 5,170,322

J2{,0E9 1,J28,5{J 763.98.r .1,190,606 25,535,733
NET BOOK VALUE As at June 30,

2020
I,500,000

l,076,50r
,,, ( ,,, I,083,5.14 980.619 1,269,752 20,52.r,130

NET BOOK VALUE As at June 30,

2019

5Z

NRW

Ea u in monl

Filter

modi
2020t2021

torellole/

'rnks Sol:i r

36.495

3,507,751
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Property, plant and equipment includc the following itcms that are fully depreciated:

19. (b) Property, Plant antl Equipmcnt

20. Intangible Assets

t2.655.259Motor vehicle 12.655,259

570.000570.000l-ractor

1.095.53 8 j,095.5 3 8

I64.800i64.800Computers

COST

8,728.070At July I

8,728,070Additions

Disposals

8,728,070 8,728,070At June 30

AMORTISATION

t,745,614At Julv I

t,745,6t6 1.745.614Charge for the year

Disposals

Impairment loss

1,745,6143,491,230At June 30

NE-I-BOOK VALTJE

6,982,.1565,236,840At June 30

35
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2 l. Inl'cstnrcnt Propcrtl'

22. Right-of-use assets

()pcning valuation

Movemcnts during the year

Add itions

Disposals

Fair value gains/(losses)

Closing valuation

DEPRECIATTON (tF AT COST)

At.luh' I

Charge lor the year

Disposals

Impairment loss

At June J0

At June i0

Cost

As at I July 2020

Additions

As at 30 June 202 I

Additions

36
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4, Summary of Significant Accounting policies

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

a) Revenue recognition

Revenue is recognized to the extent that it is probable that future economic benefits will flow to the company

and the revenue can be reliably measured. Revenue is recognized at the fair value ofconsideration received or

expected to be received in the ordinary course oflthe company's activities, net ofvalue-added tax (VAT),

where applicable, and when specific criteria have been met fbr each olthe company's activities as described

below.

iii. Finance income comprises interest receivable from bank deposits and investment in securities, and is recognized

in profit or loss on a time proportion basis using the effective interest rate method.

iv. Dividend income is recognized in the income statement in the year in which the right to receive the payment is

established

v. Rental income is recognized in the income statement as it accrues using the effective interest implicit in lease

agreements

vi. Other income is recognized as it accrues.

c) Property, plant antl equipnrent

1,2

i. Revenue from the sale of goods and services is recognized in the year in which the company delivers

products to the customer, the customer has accepted the products and collectability of the related receivables

is reasonably assured.

ii. Grants from National Government are recognized in the year in which the Company actually receives such

grants. Recurrent grants are recognized in the statement olcomprehensive income. Development/capital grants

are recognized in the statement olfinancial position and realised in the statement olcomprehensive income over

the useful life of the assets that has been acquired using such funds.

b) In Kind contribution

ln-kind contributions are donations that are made to lhe enlily in the form ofactual goods and/or services rather than

in money or cash terms. These donations may include vehicles, equipment or personnel services. Where the financial

value received for in-kind contributions can be reliably determined, the entity includes such value in the statement ol

comprehensive income both as revenue and as an expense in equal and opposite amounts; otherwise, the contribution

is not recorded.
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updated Conceptual Framework) at the same

time or earlier.

'the IASB tentatively decided to defer the

effective date of IFRS 17, lnsurance

Contracts to annual periods beginning on or

atier January l,2022. ['lhe IASB has also

published 'Extension of the Temporary

Exemption tiom Applying IFRS 9

(Amendments to IFRS 4)' to det'er the tixed

expiry date of the amendrnent also to annual

periods beginning on or atier January l,

2023.)

IFRS l7 establishes the principles fbr the recognition. measurement,

presentation and disclosure of insurance contracts within the scope of the

standard. The objective of IFRS I 7 is to ensure that an entity provides relevant

information that t'aithf'ully represents those contracts. This inlbrmation gives

a basis for users of financial statements to assess the etTect that insurance

contracts have on the entity's financial position, financial pertbrmance and

cash flows.

I n suranceIFRS 17

Contracts

The Directors do not plan to apply any ofthe above until they become eftective. Based on their assessment ofthe potential irnpact of application olthe

above, they do not expect that there will be a significant impact on the company's flnancial statements.

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2020/2021

11

Title Description Effective Date
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Accumulated I)epreciation

As at I July 2020

Charge for the year

As at 30 June 202 I

Charge for the year

As at 30 Junc 202 I

Carrying Amount

As at 30 June 202 I

As at l0 June 2020

23. Fixed Intcrest Investments (Bonds)

Central Bank of Kenya l2.5Yo l5-Year Infrastructure

Bond

AB Corporate Bond (give details)

CD Corporate Bond (give details)

Tota I

Balance at I July

Additions during the year

37
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lnterest accrued during the year

Investment maturities during the year

tlalance at l0 June

2{. Quoted I nvestments

Opening valuation

Movements during thc ycar

Additions

Disposals

F'air value gains/(losses)

Closing valuation

ShsNo Shs ShsNo No

Entity A

Untity B

Entity C

38
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Propertl, plant and Equipmcnt (continucd)

COST OR VALUATION

Add itions

I)EPITI]CIATION

49.684.106 7,930,229At July l, 20l9 r0, r 32,659 7,078,t28 7,468,463 3,824,60 I 4.598.209 I t,882,988

30,000,000 738.062 266.496 2,423,030 I 50.562 126.498 3,684.598

At J u nc 30. 2020 30,000,000 49,684,I 06 7,930,229 10,E70,72 I 7,311,621 9,E91 ,.19J 3,975,l 63 1,724,7t)7 r 5,567,586

At July l, 2019 9,807,047 1,69 I,167 2,269,182 I,422,978 t,t92,690 2,5I5,408

Charge for the year 3 89,400 706.682 929,7 40 l r 7,590 64i.004 t,544,454

I 0,I 96,.1{7As At J0rh June 2020 2,397,819 J,19E,922 I,5,10,568 r,83569{ 4,079,E62

NET BOOK VALUE As at June 30,

2020
30,000,000 ,19,68{,I 06 7,93tJ,229 611,27 4 4,916,775 6,692,57 t 2,{3{,595

2,889,0 r l I1,487 ,121

{9,68,t, r 06 1,931J,229 325,6 r 2
NET BOOK VALUE As at June 30,

201 9
5,r99,lEl96 I5.386 2,,10 l,623

3,405,519 9,1{7,580

33
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Property, plant and Equipment (continued)

COST OR VALUATION

{{0,059,775283,248,t9'72,106,100At July l. 2019

16,629,289t92.415Additions

{li6,689,06{2,298,515 283,,248,197At June 30, 2020

DEI'RECIATION

2J7,,085,378193.43 1.109'789.793At July 1,2019

19.110,08{| 1,22'7,t36287,315Charge for the year

256,195,462I,077,108 201,658,245As At 30'h June 2020

230,193,6021,221,407 78,589,952NET BOOK VALUE As at June 30,2020

202,971,39789,817,088I,316,307NET BOOK VALUE As at June 30' 2019

34
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29. Short Tcrnr Dcposits

30. Bank and Cash Balances

22,003,52s

The bulk olthe cash at bank was held Equity bank -consumer deposit (l2m), post bank, a collection account

(2.3m) and Family bank -Conditional liquidity support account (4.8m).

Dctailed analysis of thc cash and cash cquivalcnts

Other commercial banks

Cooperative Bank of Kenya

Kenya Commercial Bank

r3,708,088Cash at bank 21,988,I 85

t5,340Cash in hand

1.t,708,088

a) Currcnt accou nt

247.443Sidian Uank 010 r900000667 5 84.897

(701,262KCI} l 103189492 525.3 85

0270262386906 275.236 (246.468Equity

12,030,682 4.569.809Equity 0270295023483

43
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Family bank 064000074156 4,85 7, u 4

Family bank 0640000't).4'7 5 373,1t7 t.427,957

KCI] r23 r036583 51,278 128.533

KCI} 1235799'194 2.948

3,723 20.481KCI] 1234142643

Family bank 064000073 526 167

Sub- total 18,701,599 5,4,19,1,t I

b) On - call dcposits

Other Commcrcial banks

Sub- total

c) Fixed deposits account

Other Commerc ial banks

Sub- btal

d) Staff car loan/ mortgage

Other Commercial banks

Sub- total

e) 0thers(specify)

Post bank 07441300 r2585 2.348.t44 7,667,889

Mpesa Utility 540i 00 886. 146 345,406

Kopokopo 86975 r 27.638 r60,508

44
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25. Unquoted Investments

COST

At July I

Additions

Fair value gains/(losses)

At June J0

At.Iuly I

At .Iunc 30

NF],T I}OoK VALUFJ,

Shs Shs ShsNo No

l;ntity A

trntity u

2020t202', torgt2020

Kshs

Disposals

IMPAIRMENT

Disposals

lmpairment loss in the year

ll

ffcctivr

holdinr

\o

No

L
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2(r. I nvcn to ries

26 a) Reconciliation of Impairmcnt Allowance for lnventorics

27. Tradc and Othcr lLcccivablcs

Miscellaneous 633.828

Chcm icals 997.788 I,5 14,594

Stationery 2,080,813 1,921,415

Pipes & fittings 3,t69,372 |,7 56,343

450,277Meters 650.503

Bottling 8 r 3.201 712.30 t

Work in progress

Less: [mpairment ol stocks

Total 8,61 I,6J8 6,98tt,757

At the beginning ol the year 6.988.757 11,050,094

Additional provisions during the year 1.652.881 (6,06 r,336)-

Recovered during the year

Written ollduring the year

At the end ol the vcar 6,988.'757

Tradc receivables 156,059.733 t62.345.t79

Deposits and prepayrnents '7 t7,059 20.000

40
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VAT recoverable 1) )St 5/.7 I 7,651.528

Gross trade and other receivables 17e,0J0,319 180,0 t 7,J07

Provision fbr bad and doubtful receivable (25,525.314) 7.164.0t9

Nct tradc and othcr rcceivablcs 15J,505,025 187, r 8l,J26

27 (a) Trade Receivables

27 (b) Rcconciliation of Impairnrent Allowance for Trade Receivablcs

Gross trade receivables b/f

Provision lor doubtlul receivables

Nct tradc receivables

At June J0, thc ageing analysis oI thc gross trade receivables was as follows

Less than 30 days

Between 30 and 60 days

Between 6l and 90 days

Between 9l and 120 days

Over 120 days

Tota I

Additional provisions during the year

At the beginning ofthe year

Written olf during the ycar

At the end olthe year

41
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27 (c) Staff Rcceivables

27 (d) Reconciliation of Impairment Allowance for Staff Receivables

28. Tax ltecovcra blc

Cross staff loans and advances

Provision for impairment loss

Net stafl loans

Less: Amounts due within one year

Amounts due after one year

At the beginning ofthe year

Additional provisions during the year

Recovered during the year

Written ofl during the year

At the end ofthe year

At beginning of the year

lncome tax charge for the year (note l6)

Under/(over) provision in prior yearls (notc l6)

Income tax paid during thc year

At end olthe year

42
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a) Externa! Borrowings

Balance at beginning ofl the year

External borrowings during the year

Repayments of during the year

Balancc at end ofthe ycar

b) Domestic Borrowings

Balance at beginning of the year

Domestic borrowings during the year

Repayments during the year

Balance at cnd of the vcar

Balance at end ofthe period- Domestic and External borrowings c: a+b

The analyses of both external and domestic borrowings are as follows

External Borrowings

Dollar denominated loan

Sterling Pound dcnorninated loan

Euro denominated loan

Domcstic llorrowings

Kenya Shilling loan from KCB

47
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Kenya Shilling loan from Barclays Bank

Kenya Shilling loan lrom Consolidated Bank

Total balance at end of the year

36 De[erred Tax Liability

Delerred tax is calculated on all temporary differences under the liability method using the enacted tax rate,

currently 30%. The net deferred tax liability at year end is attributable to the following items:

Short term borrowings (current portion)

Long term borrowings

Total

Accelerated capital allowances

Unreal ised exchange gains(losses)

Revaluation surplus

Tax losses carricd forward

Provisions lor liabilities and charges

Net deferred tax liability

The movement on the deferred tax account is as follows

48
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Mpesa Working account 24.65 8 84.844

Bottling cash sales 15.340

Sub- total J,J0l,926 8,258,617

Grand total 22,003,525 1J,708,088

Jl. Ordinary Share Capital

3l (a) Capital reserves

3l (b) Grants Solio

Authorized:

5,000 ordinary shares of KShs 20par value each

Issucd and fully paitl:

100,000

5,000 ordinary shares of KShs 20 par value each 100.000 100,000

Capital rcscrvc r57,938,935 157,938,935

Crants- solio 4,183,940 7,922,652

45
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105.600,447 r05,686,252Grants

3l (c) G ran ts

3l (d) Gratuity

32 Revaluation Reserve

The revaluation reserve relates to the revaluation of certain items of property, plant and equipment. As

indicated in the Statement ofChanges in Equity, this is stated after transfler oflexcess depreciation net of

related deferred tax to retained earnings. Revaluation surpluses are not distributable.

33 Fair Value Adjustment Reserve

The fair value adjustment reserye arises on the revaluation of available- for-sale financial assets,

principally the marketable securities. When a financial asset is sold, the portion of the reserve that relates

to that asset is reduced from the fair value adjustment reserve and is recognised in profit or loss. Where

a financial asset is impaired, the portion ofthe reserve that relates to that asset is recognised ln profit or

loss.

34 Retained Earnings

The retained eamings represent amounts available lor distribution to the entity's shareholders

Undistributed retained earnings are utilised to finance the entity's business activities.

5,963,893 '7,076,054Cratuity

(2.440.t27)( r2.004,248)

35 Borrowings

46
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Retained eamings
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Balance at beginning of thc year

Credit to revaluation reserve

Under provision in prior year

37 Lease Liability

At the start ofthe year

Discount interest on lease liabilitv

Paid during the year

At end of the vear

Year I

Less: unearned interest

Non-Current

Cu rrent

49

Kshs Kshs

lncome statement charge/(credit)

Balancc at end of thc year

( !ihr

3

Y ear 2

Analysed as:



Nanyuki Water & Sanitation Company Limited
Annual Reports and Financial Statements
For the year ended 30, June 2021

J8 Trade and Othcr Payablcs

J9 Retircmcnt Benclit Obligations

Reti rcment bcnefit Asset/ Liability

The entity operates a defined benefit scheme for all permanent employees from July 1,2020. The scheme is

administered by Laptrust and Superannuation lund while CPF are the custodians of the scheme. The scheme is

based on l2 percentage of salary of an employee at the time of retirement and l5 percentage of employee salary

contributed by employer .

Rccognition of Rctircmcnt llencfit Asset/ Liability

34, t 18,125 38,973,464Trade payables

0802.906

30,662.707i4,938,607Deposits

i1,03 I,123 50.568,0 r8E,mployee payables

76,t44,143Other payables

179,03s,101 t68,770,161Tota I

KShsKShs KShsKShs KShs

Current benetit obligation

Non-current benefi t obligation

Total employce bencfits obligation

a) Amounts rccognised undcr other gains/ Losscs in the statement of Comprchensive Income

50

Accrued expenses

48,566,275
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The return on defined plan assets

Actuaria[ gains/ losses arising from changes in demographic

assumptions

Actuarial gains/ losses arising from0020changes in financial

assumptions

Actuarial gains and losses arising from experience adjustments

Others (Speci!)

Adjustments lor restrictions on the defined benefit asset

Remeasuremcnt of the net defined benelit liability (assct)

b) Amounts recognised in the Statement of Financial Position

The entity also contributes to the statutory National Social Security Fund (NSSF). This is a defined contribution

scheme registered under the National Social Security Act. The entity's obligation under the scheme is limited

to specific contributions legislated from time to time and is currently at KShs. 200 per employee per month.

Other than NSSF the entity also has a defined contribution scheme operated by Laptrust and provident Pension

Fund. Employees contribute l2o/o while employers contribute l5% of basic salary. Employer contributions are

recognized as expenses in the statement of financial perlormance within the period they are incurred.

Present value oldefined benefit obligations(a)

Fair valuc of plan assets(b)

Funded Status(=a-b)

Restrictions on asset recognized

Others

Net Asset or liability arising from defined benefit obligation

51
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.10 Provisions

4l Dividends Payable

The balance ofdividends payable relates to unclaimed dividends, payable to dilferent shareholders. The balances

are analysed in annual amount below.

Dividends payable to ordinary shareholders amounts to Ksh.0, while dividends payable to preference

shareholders amounts to Ksh 0.

42 Notes to The Statement of Cash Flows

7.076,054 7,076,054Balance at the beginning ol the year

Additional Provisions

(r,rr2,r6r)(r,rr2,r6r)Provision utilized

Change due to discount and time

value for money

Less: Current portion

5,963,893 5,963,893Balance at the end of the year

At the beginning olthe year

l'aid during thc year

Balance at end olthe vear

52
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(e) Reconciliation ofoperating protiV(loss) to cash generated

from/(used in) operations

Prollt or loss belore tax (e,564, r2 r ) (84,7s4,304)

Depreciation 25,5 16,097 19,410.084

Amortisation 1.745.616 t,745,6t4

(Gain)/loss on disposal of property, plant and equipment

Operating profit/(loss) befbre working capital changes (6J,se8,606)

(lncrease)/decrease in inventories ( r,6s2,88 r ) 6.06 r,3i6

( Increase)/decrease in trade and other receivables j j,676,30 t l]5,089,685

lncrease/(decrease) in trade and other payables 9,t52,479 ( r r,789, r4 r )

lncrease/(decrease) in retirement benefit obligations

Increase/(decrease) in provision lor stalf leave pay

Cash generated from/(used in) operations 58,87t,{9 t 65,763,27 4

Ilalance at bcginning of thc ycar

Receipts during the year

Repayments during the year

Repayments of previous year's accrued interest

Foreign exchange (gains)/losses

Accrucd intercst

Ilalance al cnd of thc vear

4. Analysis ofcash and cash cquivalents

Short term deposits

53

2020-2021 2019-2021)

Kshs
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21.988,184 13.708.088Cash at bank

15.340Cash in hand

22,003,524 t3,708,088Balance at end of the ycar

5. Analysis of interest paid

lnterest on loans

Interest on bank overdraft

Interest on lcase liabilities

Interest on loans capitalized

Balance at bcginning ol the year

Balance at end ol the year (note 3 5(b))

Interest paid

6. Analysis of dividend paid

Balance at beginning of the year

2019 dividends paid

2020 dividends paid

202 I interim dividends paid

Balance at end ol the year

Dividend paid

54
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43 Related Pa rty Disclosures

Government of Kenya

The County Covernment of Laikipia is the principal shareholder of the NAWASCO, holding 100% of the

Company's equity interest. The County Government of Laikipia has provided lull guarantees to all long-term

lenders of the entity, both domestic and extemal.

Other related parties include:

i) Ministry of water and irrigation

ii) County Govemment of Laikipia

iii) Water Services Regulatory Board (WASREB)

iv) Water Regulatory Authority (WRA)

v) Key management

vi) Board of directors

Transactions with related parties

b) Sales to relatcd parties

Sales olelectricity to Govt agencies

Rent lncome from govt. agencies

Water sales to Covt. agencies

Interest income ttom Covt Commercial Banks

Interest income from Tbills and Bonds

Others (Specify)

Tota I

b) Purchascs from rclatcd partics

Purchases ol electricity lrom KPLC

Purchase of water from govt service providers

Rent expenses paid to govt agencies

Training and conlerence fees paid to govt. agencies

Bank charges paid to Covt Commercial banks

Interest expense to investments by other govt. entities

Others (specify)

Tota I
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c) Grants from the Government

Grants from National Govt

Grants from County Covernment

Donations in kind

Total

d) Expcnscs incurred on bchalfofrelated party

Payments of salaries and wages lor employees

Payments lor goods and services fbr

Total

e) Key management compcnsation

Directors' emoluments 2.462.804 4,662,866

Compensation to key management

Total 2,462,804 4,662,866

44 Capital Commitments

Capital commitments at the year- end for which no provision has been made in these financial

statements are:

Amounts authorised and contracted lor

Amounts authorizes but not contractcd lor

Less: Amounts included in Work in progress
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45 Contingcnt Assets and Liabilities

Contingent Assets



Contingent assets

lnsurance reimbursements

Assets arising fiom determination of court cases

Reimbursable indemnities and guarantees

Receivables from other govemment entities

Others (Specify)

Total

Continsent Liabilities

ln the opinion ol the directors, no provision is required in these financial statements as the liabilities are

not expected to crystallize.

Contingcnt liabilitics

Court case against the entity

Bank guarantees in lavour of subsidiary

Contingent liabilities arising from contracts including PPPs

Others (Spccily)

Tota I
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The entity's activities expose it to a variety of financial risks including credit and liquidity risks and

effects olchanges in foreign currency. The company's overall risk management programme focuses on

unpredictability of changes in the business environment and seeks to minimise the potential adverse

elfect ofsuch risks on its performance by setting acceptable levels ofrisk. The company does not hedge

any risks and has in place policies to ensure that credit is only extended to customers with an established

credit history.

The company's t'inancial risk management objectives and policies are detailed below

(i) Credit risk

Management assesses the credit quality of each customer, taking into account its financial position, past

experience and other factors. Individual risk limits are set based on internal or external assessment in

accordance with limits set by the directors. The amounts presented in the statement olfinancial position

are net of allowances flor doubtful receivables, estimated by the company's management based on prior

experience and their assessment ol the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the entity's

maximum exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

At 30 June 2021

Receivables from exchange transactions

Receivables from non-exchange

transactions

[]ank balanccs
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The entiry has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts

in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as well as

trade and other receivables and available-for-sale financial investments.
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Tota I

At 30 June 2020

Receivables from exchange transactions

Receivables from non-exchange

transactions

Bank balances

Tota I

The customers under the fully performing category are paying their debts as they continue trading. The credit

risk associated with these receivables is minimal and the allowance lor uncollectible amounts that the company

has recognised in the financial statements is considered adequate to cover any potentially irrecoverable amounts.

The entity has no significant concentration of credit risk

The board oldirectors sets the company's credit policies and objectives and lays down parameters within which

the various aspects of credit risk management are operated.

ii) Liquidity risk managcment

Ultimate responsibility for liquidity risk management rests with the entity's directors, who have built an

appropriate liquidity risk management iramework fbr the management oflthe entity's short, medium and

long-term funding and liquidity management requirements. The entity manages liquidity risk through

continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial tiabilities

by their remaining contractual maturities at the reporting date. The amounts disclosed in thc table are the

contractual undiscounted cash flows. Balances due within l2 months equal their carrying balances, as

the impact of discounting is not signiticant.

At 30 Junc 2021
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Trade payables

Current portion ol borrowings

Provisions

Det'erred incomc

Employec benefi t obligation

At 30 Junc 2020

Trade payables

Current portion ol borrowings

Prov isions

Dc f-erred income

Employee benefit obligation

Total

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the entity on an

ongoing basis, evaluate and test the design and effectiveness of its intemal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign

exchange rates which will alfect the entity's income or the value oi its holding of financial instruments. The

objective of market risk management is to manage and control market risk exposures within acceptable

parameters, while optimising the return. Overall responsibility for managing market risk rests with the Audit

and Risk Management Committee.

The company's Finance Department is responsible lor the development of detailed risk management policres

(subject to review and approval by Audit and Risk Management Committee) and for the day to day

irnplementation of those pol icies.
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There has been no change to the entity's exposure to market risks or the manner in which it manages and

measures the risk.

[) Foreign c u rrency risk

The entiry has transactional currency exposures. Such exposure arises through purchases ol goods and

services that are done in currencies other than the local currency. lnvoices denominated in foreign

currencies are paid after 30 days lrom the date ol the invoice and conversion at the time of payment is

done using the prevailing exchange rate.

( iii) Market risk (Continucd)

The carrying amount of the entity's foreign currency denominated monetary assets and monetary

liabilities at the end o[the reporting period are as lollows:

The entity manages loreign exchange risk lorm future commercial transactions and recognised assets and

liabilities by projecting for expected sales proceeds and matching thc same with expected payments.

At J0 June 2021

Financial assets

Investmcnts

Cash

Debtors

Financial Liabilitics

Trade and other payables

Borrowings

Net loreign currency asseV( liability)
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At J0 .lunc 2020

Financial asscts

Investments

Cash

Dcbtors

Financial Liabilities

Trade and other payables

Borrowings

Net fbreign currency asset/( liability)

g) Foreign currency sensitivity analysis

The following table demonstrates the effect on the company's statement of comprehensive income on

applying the sensitivity lor a reasonable possible change in the exchange rate ofthe three main transaction

currencies, with all other variables held constant. The reverse would also occur if the Kenya Shilling

appreciated with all other variables held constant.

2021

Euro t0%

t0%

2020
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Euro l0%

USI) t0%

h) Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a result of

changes in interest rate levels. The company's interest rate risk arises lrom bank deposits. This exposes the

company to cash flow interest rate risk. The interest rate risk exposure arises mainly from interest rate

movements on the company's deposits.

i) Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer

lavourable interest rates.

ii) Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis. This

involves determining the impact on profit ol loss of defined rate shifts. The sensitivity analysis for interest rate

risk assumes that all other variables, in particular loreign exchange rates, renrain constant. The analysis has been

performed on the same basis as the prior year.

iii) Fair value of financial assets and liabilities

XIX.Financial inslruments nteusured ot fair value

Determination ol fair value and fair values hierarchy

1FRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation

techniques are observable or unobservable. Observable inputs reflect market data obtained from

independent sources; unobservable inputs reflect the enlity's market assumptions. These two types of

inputs have created the lollowing fair value hierarchy:

v

v l

Level [ - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This

level includes listed equity securities and debt instruments on exchanges.

Level 2 - lnputs other than quoted prices included within l,evel I that are observable for the

asset or liability, either directly (that is, as prices) or indirectly (that is, derived fiom prices).

l.evel ] - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). l'his level includes equity investrnents and debt instruments with

significant unobservable components. This hierarchy requires the use ol observable market
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data when available. The entity considers relevant and observable market prices in its

valuations where possible.

The following table shows an analysis ol financial and non- financial instruments recorded at fair value by level

of the fair value hierarchy:

There were no translers between levels 1,2 and 3 during the year

Financiol inslrunrc ls trol nrcasured otluir volua

Disclosures ol lair values of financial instruments not measured at fair value have not been made because the

carrying amounts are a reasonable approximation of their fair values.

Financial Asscts

Quoted equity investmcnts

Non- financial Asscts

Investment propcrty

Land and buildings

At 30 Junc 2020

Financial Assets

Quoted equity investments

Non- financial Assets

lnvestment property

Land and buildings

iv) Capital Risk Manage nrent
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The objective of the entity's capital risk management is to safeguard the Board's ability to continue as

a going concem. The entity capital structure comprises of the lollowing funds:

47 Incorporation

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

48 Events After The Reporting Period

'l'here were no material ad.justing and non- adjusting events after the reporting period.

49 Currency

l'he financial statements are presented in Kenya Shillings (Kshs)

t57,938,935r57,938.935Capital reserve

(2,440,127)( r2,004,248)Retained eamings

t00.000 t00.000

7.922.6524.183,940Grants

105,686.252r05,600,447Grants

269,,207,712Total fu nds 255,819'07{

Total borrowings

11,708,08822,003,525Less: cash and bank balances

255,499,624Net debt/(excess cash and cash equivalents) 213,81 5,549

Gea ring
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API'ENDICES

APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary ol issues raised by the external auditor, and management comments that were provided to the auditor

Resolved 30'l'June 2020

The value of inherited assels from the defunct

Municipal Council of Nanyuki by Northern Water

Services Board (N WSB) were written off based on

previous audit recommendation for the years 2014

and 201 5. The assets are still in use by Nanyuki

Water and Sewerage Company Ltd as leased assets

upon which the Company pays fees to NWSB as

per the current SPA (find extracts of the SPA

deed ofsurrender) and are fully depreciated. The

bulk ofthe inherited assets relate to water system

which are dilapidated and NAWASCO is in the

process of replacing the same in order to improve

on service delivery and reduce non- revenue water.

The Company has engaged the County being the

shareholders of NAWASCO and since water

provision is a devolved function on fbrmalization

of assets acquired from Nonhern Water Service

1.0 I nacc u racies in

Property, Plant and

Equipment

The statement of financial

position reflects property, plant

and equipment balance of Kshs

202,97 4,399 as at 30, J une

2019. The balance excludes the

value assets inherited from the

defunct Mun icipal Council of

Nanyuki by northern Water

Services Board of Kshs

230,715,019. The assets were

written off in the financial

statements for financial year

2015/2016. However,

Management did not provide

the approvals for the write off

from Northern Water Services

Board for audit review.

Refcrcnc

cxlernalr

ll.eport

IlI
l(srte / I lh(er'

rudi

I

I

I

I

I

I

I
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Further, ownership documents

for all parcels of land owned

by the Company were not

provided for aud it review.

Consequently, the accuracy,

completeness, ownersh ip and

carrying value of the property,

plant and equipment balance of

Kshs 202,974,399 as at 30

June 20 l9 could not be

confirmed

Funher, the process of ring fencing allCompany

parcels of land is ongoing and acquiring the

relevant tittle deeds and tagging all its assets as we

migrate to the new system (lFMlS) from l'r April

2020.

The statement of financial

posit ion reflects consumer

deposits balance of

Kshs.28,094,5 l8 as at 30 June

2019. However, the bank

account held at Equity Bank in

respect of the consumer

deposits reflects a balance of

Kshs.78,75 3, resu hing in

The Company maintains consumer deposits in

billing system (promix) which indicates all the

consumer deposits since inception. lt has put in
place measures to regulate consumer deposits and

the same can only be utilized by the Company
upon express authorization by the Board of

Directors. Find attached minutes of board of
Direcrors dated l5'h July 2015 (Appendix 23)
authorizing usage of deposit account for several
projects to improve service delivery to the

consumers. It's worth noting that refund claim is
settled immediately. Since inception of the

Resolved

2.0 I naccu racies in

Consumer Deposits
30'r'June 2020
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company, the company has refunded Kshs

17,279,578 promptly. ( refer to appendix 24)

Therefore the company usage ofdeposit account

does not in any way affect refund when required

by the consumer.

It's also worth noting that the company inherited

customers deposit liability from the county

amounting to Kshs 9.4 million. The Company has

since inception refunded the deposits for inherited

consumers from the defunct municipal council of

Nanyuki promptly without demanding refund from

the county. (Refer to attached analysis of inherited

consumer deposits)

The Company is however optimistic that, since

water is a devolved function, the county will

refund the utility the inherited consumer deposits.

It further intends to transfer Kshs 4million per year

as it promptly refunds those who request for their

refund for the next four years to build the

consumer deposit account to the tune of Kshs

unreconciled difference of

Kshs.28,0 I 5,765. Further,

although minutes of the Board

dated l5 July 201 5 aulhorized

the Company to spend an

amount of Kshs.20,47 6,47 6

from the consumers' deposits

account for the construction of

the Company's offices and

development of water

extension to Ntukururuma and

Nkando areas, the funds had

not been refunded as at 30

June 2019.

I t
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cxtcrnal audil
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l6million to make it Kshs 25million which would

be equivalent to the total consumer deposit.

From the above analysis and with assistance from

the County Government, Kshs 306,132,589 is

colfectable out of Kshs 417,689,094 in tinancial

statement note 6 and thus the provision of Kshs

I I 1,556,504 giving a net of Kshs 302,132,589

which is deemed adequate to cover the long

outstand ing debts.

a) Domestic. Over 50% of the long outstanding

debt for domestic consumers is deemed

collectable and the management has put in

place measures to improve on

collection efficiency thus ensuring no

domestic debt is presumed bad or doubtful. A

provision of 46.6'h or Kshs 94,197,372 has

been provided given the specific bad debts of

Kshs 49,945,300

Specifically
3.0 Provision for
doublful Trade and

Other Receivables

The trade and other receivables

balance of Kshs.320,349,05 I

as at 30 June 20 l9 includes an

amount of Kshs.206,44l,148

in respect of debts inherited

from the defunct Municipal

Council of Nanyuki at the

inception of the Company and

which has remained

outstanding over a long period

of time. Although the

recoverability of these debts is

uncertain, the provision of bad

and doubtful debts of
Kshs. I I I,556,504 made in the

financial statements against the

outstanding debts appears

inadequate.

Resolved 30'r'June 2020
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In progressNot resolvedThe company recognizes that NRW still remains a

major challenge due to physical losses attributed to
During the financial year under

review, lhe company produced

Non -Revenue Water

Rcfcrcncc No, on thc

rrterna I ludit

Report

lssur rLt

b) Nanyuki High- There is an ongoing process

relating to exercising some land from

the school in lieu of the long outstanding debt

of Kshs 3 3 m illion

and an arrangement to pay what they currently

consume is in p lace.

(Ref to appendix 2 on minutes ofthe board

dated 8n February 2018)

County government-The Company has agreed

with the County Covernment of Laikipia, the main

shareholders, to Offset, swap or contra old debts

because the Company collects fees on behalfofthe

County while the County demands lease t'ees tiom

the Company.

Funher. the company agreed with the County

Covernment that all depanments should pay for

their own water consumption as from l" July 201 8

failure to which it will be disconnected while

NAWASCO Pays the lease fees as they fall due.
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4,358,732 cub ic nreters of
water, oul of wh ich on ly

2,795,954 Mr ol' water was

b illed to Custonrers.'l'he

[ralance ol' 1,5(r2,778 M] or
approxirnately 36% ol the total

volunre of rvater produced

represented N on-reven ue rvater

(NI(W) which is I l7o over and

above lhe alltrwablc watcr loss

ol25o/o irs per the Water

Selv ice Regu latory Board

guidelines.'l'he NRW of 36%

nray have rcsulted in loss of
water sales est inr ated al

Kshs.65,517,8 15.

1'he sign ilicant level ofnon-
revenue water is an indication

oI inefficiency and lack of
cl'l'ectiveness in the use of
public resources and, nray

negat ive ly inrpact negatively

on the Company's profitability
and its long-terrn

susta inability.

tlrc d ilapidatcd watcr nctwork systetns that wcrc

established in 1980's and fbrnrcrly operated by the

delirrrct Nanyuki M Lrn rcipal council.

'l'he cornpany has developed five ycar elaborate

strateg,ic plan to ntanag,e NIIW tionr the currenr

36Yo to 25oh in 2023. 'l'he total budget approved in

the current year 2.019/20 anrounted to K[:S
8,791,750 rvith a target to reduce NI{W to 33,2, as

ind icated below

0rr goinq iVlcasu res 2ll 19 120

/ Replacenrent of3,300No. eight year old

consurner nreters rvith nrore accurate DIEIIL
n!eters. fhc activilies arc orrgoirrg

/ Establishrnent of District Metcring Areas

(DMA) in lcuga and Nturukuma areas.'l'he

areas lbrnr 30% ol'total coverage area. 'l'he

base NRW was over 60% and is currently

been reduced to less than 457o.

/ Quartcrly Calibration of largc consurner
nleters 6No. 1'hrough (his excisc, we havc
replaced 2no. under-rcgistering nreters tvith
average consunlption of 1,500 nrr/rnonth,

/ Continuous and Scheduled illegal conncctions

patrol and legalization.
/ ltehabilitation and upgradc of 6krn service

network irt lcuga DMA ongr,irrg.

i\f rt rrltilcnii.nt.e r.rnt nle nts

Stritirr:
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/ Inr p lenrentat ion ofdetailed design report on

watcr supply network rchabilitation arrd

ex ten s ion.
/ NRW ['erlbrntarrce inrprovernent ['lan

irn p lententat ion. tllc currcnl t:trget is t() repair

distribution tanks 3No. that were established

to leaking l50nr]/day.
/ ['rocurenrent of rDcter testing kit to uldertake

act ive rneter tcst ing.

Accou nt irrg ( ) l'li ccr

Nanrc [:rrg Kenrtcdy Citonga

Narryuki Watcr and Sanitatiorr Cornpanv l,inritcd

ltl)atc L,l / -

Stirtus:
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Proj ects

Projects implemented by the State Corporation/ SAGA Funded by development partners

Status of Projects completion

I
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.{ I'l' liNl)l X I I I : I N'l'E lt- I'lN'rlTY ]'ltANSFlllls

I'he above amounts have been comnrunicated to and reconciled with the parent Ministry

Managing Dircctor

Nanyuki Water and Sanitation Conrpany Nanvuki and Sanitation Company)Vater
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il llec u rre[ t Cr nts
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Arnourrt ( KShs) lntlir:rtc the FY to which the arrrounts relate

Antount (KSlq) lnrlicate the FY to rvhich the anroun(s rclale

Finance Manager



aa

API,ENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Recurrenl

Ministry of

Planning and

Devolution

Developm ent

Ministry of

Planning and

Devolution

Donor FundUSAID

Direct Payment

Ministry of

Planning and

Devo lution

Total
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