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GATANCA COMMUNITY WATER SCHEME

Annual Reports and [inancial Statenrents
lior thc ycar cnded Jrrnc 30,2020
Background information

The company was established under the Trustees Act Cap 164 (Perpetual Succession Act). At County
Govemment of Murang'a level, the company is represented by the Sub-County administrator. The
trustees are responsible for the general policy and strategic direction ofthe company

Principal Activities

The principal activity ofthe trust is to ensure efficient and effective provision ofwater Sewices in its

area ofjurisdiction. The mandate and objectives ofGatanga Community Water Scheme are enshrined

in the Trust deed. The principal object ofthe Trust is to carry out the business of water provision

within the area under its jurisdiction as provided for in the Service Provider Agreement.

VISION

To be the leading Water sewice provider that meets custorner expectations now and in future.

MISSION STATEMENT.

To effectively provide quality, alfordable and sustainable water in GatangaConstituency tkough the

development and management of appropriate water supply infrastructure.

STRATEGIC OBJECTIVES.

The following are the strategic objective that the Trust will aim at achieving during the period of this

contract;

1 Supply reliable, sustainable, quality and affordable water.

2. To enhance revenue collection

3, To enhance customer satisfaction.

4, To attract, develop, and retain highly skilled and motivated staff.

5. To undertake organizational structure and cultural change.

6. To carry out system change.

lll



GA'I'ANGA CONIIITU N I'I'Y WA'I'IiIi. SC II I'NI Ii

Anuual lleports and Financial Statcnrcnts
Iior thc ycar endcdJune 30,2020
DIRECTORS

The Directors who scrved the e-ntity during the yearlperiod were as follows:

I . Joseph Kibc - Chairman - appointed on l0'h March 2005

2. J.B Karanja - Vice Chaimran - appointed on lO'h March 2005

3. G. Chege- rnember - appointed on l0rh March 2005

4. B.N Kamanja - rnember - appointed on lO'h March 2005

5. Edward W. Njoroge - Member - appointed on l0'h March 2005

6. J.M Gathee - Member - appointed on lO'h March 2005

7. S.N Kibe - Member - appointed on l0'h March 2005

8. J.N kangethe - menrber - appointed on lO'h March 2005

9. Carol Mwaura - Company Secretary - appointed on 24$ August 2012

10. C. Njoroge - Managing Director - appointed on Septenrber 2015

Corporate Sccretnry
Mrs. Carol Mwaura
P.O. Box 26513-00504
Nairobi,Kcnya
E ma i l : i ntb(4) mrrun advoca t es. com

Ilegistercd Officc

Gatanga community water scherne

P.O. Ilox 6l 33-01000, 'l hika

MabanJa l)o s Olficc compound

Thika-Gatanga road

Corporatel{eadquartcrs
Gatanga Comnurlity Watcr Schcrne

P.O. Box 6l 33-01 000. Thika
Mabanda Do's 0flicc cornpound
'fhika-Gatanga road
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GA'I'ANGA COMMUNITY WATER SCTIEMI

Annual Reports and Financial Statements
for lhe ycar endcd June 30 ,2020

CorporateContacts
Telephone:(254) 0708688778, 0708686360
E-mail: eatawa@vahoo.com

Corporate Bankers
Barclays Bant of Kenya-Thika branch

P.O. Box 219-01000,

Thika

Independent Auditors
Oftice of the Auditor - General
Anniversary Towers, University Way
P.O. Box 30084
G.O.P 00100
Nairobi, Kenya
Principal Legrl Advisers

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401 l2
City Square 00200
Nairobi, Kenya
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B.N KAMANJA- MEMBER

O LEVEL

Mugurnoini location &Finance committee member

GILBERT.CIItIGE
O LEVEL
Retired on 23'd December 20 [9
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CATANGA COMMUNITY WATER SCIII'NIE

Annual Reports and I.inancial Statenrcnts
I,'or the ear cndcd Junc 30 2020

EDWARD NJOROGE -MEMBER

BAC[IELOI{S OF COMMEI{CE

I

I

Kariara location& chairmau Audit committee

Kiriaini location& Financc cornutittce rttcn'tbcr
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MEMBER O LI:Vtil.
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GATANGA CO]VIMUNITY WATER SCHEME

Annual Reports and Financial Statcmcnts
For thc car cndcd Junc 3 2020

S.N KIBE - MEMBER
O LEVEL
(Passed on July 2019)

Kigoro location& chainnan technical committee

O LEVEL
Retired on 23d December 2019
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J.N KANGETHE

Kihumbu-ini location&
member
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GATANGA COMMUNITY WATER SCIIEME

Annual Reports and Financial Statements
For thc ended June 30 20211

Mukurwelocation& Finance member

CAROL MWAURA- COMPANY StsCRETARY
LI-B DEGRI]IJ

Managing Director

C. NJOROGIJ- MANACINC DIRECTOR
HlGItliR DII'LOMA IN WA'fEIL ENCINEERING
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CATANGI\ CONI N,I UN TI'Y WATEII SCHT]II{T]

Annual Rcports and Financial Statcments
ltor the ycar ended Junc 30 2020
MANAGIiNTEN't'I'trAIVI

G. NJOROCI]- MANAGING DIREC1'OI{
HICHEIl DIPLOMA IN WATER ENCINEERINC

a)Developing for the approval of the Board,
strategic and business plans, including annual
work-plans, budget and performance targets,

b)Ensuring effective of the company strategic plan

c)Ensuring safe custody and management of
company's assets

d)Providing strategic lcadership and direction,
including the management and development to
the human resources of the company,

e)Planning, coordinating and implementing all
activities ofthe company in line with the
policies and directives approved by the Board
of Directors

MICIIAEL MUGO MWAMBIA. COMMERCIAL
MANACER

BACHELOR OF COMMERCE & CPA(K)

a. Establishes and ensure compliance with the

financial management systems for effective

implementation ofthe company goals and

objectives.

b. Ensures efficient billing, revenue collection,

disburscments, accounting and reporting.

c. Oversees preparations ofbudgets, and periodic

financial performance reports for the company,

d. Prepares budgets and monitors expenditurcs

e. Acts as the Financial controller ofthe company
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GATANGA COM}IUNITY WATER SCTIENIE

Atrnuttl Reports and Fi[ancisl Statcments
Iior the yca r en<letl .f une 30,2020

CTIAIRMAN'S STATEMENT

Tlre lrnancial year 201912020 has come to close and on behalfof the board of trustees and all staff of

Gatanga Community Watcr Sch€me would lie to prcsent the financial statement for the period.

During the period under review, the board of Trustees guided the management according to the

mandate as per the water service provision regulator

During the second half of the year, the opemtions of the Trust was negatively affected like any other

organization in many sectors ofthe economy by Covid- 19. The directive that was given by the by the

govemlnent on watcr provision was interpreted by most customers as a waiver on water pa).rnents

heuce the drop in revenues in the period under review.

However, the national government continued witli ongoing Ithanga water projcct and also gave

another proj€ct whose implementation will start at the start of the conting financial year. The projcct

is projected to inject 5000M3 / day to our system. The main areas that arc going to beuefit are parts of

Kariara ,Kihumbuini and Mugurnoini wards.

Two more boreholes were drilled at Mithandukuini and Nyaga areas which have a cutnulative

2Om3lday into our systcms. The areas were in the periphery ofour supply area hence in dire need lbr

water.

The board of 'Irustees would like to thank tlle National Covemment though Athi Water Works

Developnrcnt. Agency for the above projects that will help in increasing our coverage.

During our tenth annual general meeting held in February this year the board made a proposal ol

writing olT Kslr 30 Million (Thirty Million Kenya Shillings) which has been outstanding in our

financial statements. Thc aurount is uncovetable since rnost of the debtors are untraceable.

On a sad note, the boald of Trustees lost one oltheir members due to illness. During the same period

the board of Trustees implenrented a resolution on retirement of directors so as to improve

govemarce. Two of our directors retired so as to conform to the regulators co-operate govemance

guidelines.

It's our hope that the National Government and the County Covernment of Murang'a will continue to

fund development projects as they appear in our strategic plan.

I would like to thank atl the board members and all the staff for the efforts they put to improve on

servicc delivery and hope that the sarne wilI be done in the coming years.

xll



GATANGA COMMUNI-I'Y WATER SCIIEME

Annual Reports and F innncial Sttrtements
[or the vear ended .lunc 30, 2020
It's our hopc that the

year coming to close.

coming year will not be adversely affected by Covid - l9 as it happens to the

Dut", lg\ r\*oJG. [.
CIIAIRMAN OF 'fI{E BOARD

xlll



GATANGA COMMUNI'TY WA'I'IiR SCI IEN{[

Annual Reports and liinBncial Statemcnts
Iror the ycar cn<led Junc 30, 2020

REPORT OF TIIE MANAGING DIRECTOR

We have come to the end of yet another tinancial year which had several successes as well as

challenges which impacted negativcly on the performance of the Trust.

Among the success in the running of the scheme is an increase in the number of connections from

8821 to 9620. This can be traced to the increase in production from the previous hand over project by

Athi Water Development Agency.'I'here was also additionall60m3 per day liom two boreholes in

Nyaga and Mithandukuini which were comrnissioned in the period under review. This has helped in

increase in covera ge 72Yo from 68%o.

During the period, a dept policy was generated and adopted whereby most of the debts leflected in

our financial statement was categorized as uncollectable.

The board came up with a write oflpoticy and is ir.r consultation on the nrethod of ilnplementation.

It's during the sanre period that llre Trust became cashless in its revenue collection. This is ilr an

effort to minimizes of cash related risks and productivity on our customers who have more time fbt

other economic activities due to making paynents anytime at the comforl of their hornes.

Several training for mcrnber staff were conducted during the year as was idcntilicd by the hurttan

resource department.

The training ranged from taxation, financial reporting standards, non-revenue and on billing where

staff in those departments were trained.

The year camc with its own challenges which affected our operations in a wide range of effects.

Covid-l9 affccted the'trust in the third and lourth cluarlers where revenue collcction was the most

afl'ected due to the government dircctive on zero disconnection was interpreted by nrost customers as

non-payment of eater used. 'I'his challe[ge nrade the arurual revenue collection drop by approximately

3.5 7o compared to previous year collection.

Unaccounted for water relrained another challenge during the period.

The management has come up with a strategy to mitigate of this challeDge by identifying DMA's

where metering will be done to 100%. This will luve a multiplier ef'fect of increasing water for sale

and coveragc by making more watcr available to the underserved.

xlv



GA'I'ANGA COMMUNI'I'Y WA'I'EIt SC}II'Mtr

Annual Ileports and ll'inancial Ststements
For tlre vcar endcd June 30, 2020
Debtors have been a constant challenge, the nlanagement carried out an exercise where total of Ksh

30 Million was identified as uncollectable and communicated the same t the board of Trustees for

action.

lmplementation ofour current strategic plan has also been a challenge due to delay in financing ofthe

development pmposals. It's our hope that the ongoing construction of projects will be completed on

time so that the effects of the project completion will bare fruits.

The management would like to thank all our development partners, Athi Water Devolopment

Agency being the main one, all our customers for their willingness to work with us, the board of
Trustees fbr guiding us as per the regulations and the staff for dedicating their time to make sure that

the 'frust id functioning as it should.

'l'hank You.

\"*'-
Cikeri\i/roge,

Managing Director.

Date : rs\a\ro rq



GATANGA COIVINIUNI'tY WA'TEIT SCIIU]!IIi

Annual Ileports and Financial Staterncnts
[-or thc ycar cntletl Junc 30,2020

CORPOITA'I'E COV ERNANCE S'I'ATENIIiN'I'

Gatanga Community Water Scheme is incorporated in Kenya under tlre Trustee's Act Cap 164

Under section 47(h) olthc Water Act 2002 Water Service I{egulatory Board is supposed to Cevelop

guideline fbr and provide advice on the cost cffectivc and cfficient management and operation of
water services.

This can only be aclleved if the leadership in the water sector by principle of good govemancc.

Good govemance is embedded in the tencts ofcorporatc govemance.

This has been adhered to by senior managemcnt of Gatanga Community Water Scheme by goveming

the entity integrity in a manner which entrenches and enhanccs the objectivcs agrced under the

license and service provision agreement.

The good govemance has ensured;

-The stability and crcdibility oI the water provider financially

-Improved the relationship between the water provider and the

stakeholders -lt has also ensured efficiency in thc provision of services

to the customers.

The Board ofTrustees has been adhering to the Mernorandurn of Articles and Association and act as

Agents of thc Water Services Board.

The Board olTrustees as per the guideline of Water Services Board has ensured that they have

signed the code ofconduct ofethics, schedule olfull board meeting at the end ofevery year, approve

an annual budgct in consultation with respective water service board etc. this therefore means that th€

board of directors make the strategic policies to bc implemented by the senior managers for the

smooth running of the water provider The board of dircctors comprises of l0 mcmbers. The directors

are from different prolessions as per the guideline of the Water ServicesBoard. We have adhered to

the gender rule as there are two females in the board.

The board has lonned various committees nalncly; finance, technical and audit committee.

This has enhanced the good productivity ofthe company.

The board has also becn trained on Corporate Govemance i.e. they have gone tluough a thorough

training on their roles, duties, responsibilities and obligatir.ln as well as the Board practices and

proceclures on first appointment.

xvl



GAI'ANGA COMMUNITY WA'I'EII. SCI IEMIi

Annual Reports and Financial Statements
for the year ended Junc 30,2020
The board also ensures various reports have bcen submitted to the relevant institutions as required

and policies and regulations are adhered to by the company including the statutory deduction and

subsequent remittance.

xvlt



GA'l'ANGr\ CONIIvIUNI'l.Y WATtrIt SCllENIti

Annual lteports and l-inancial Statements
l'or the year ended Junc 30,2020

]\{ANAGI'IVItrN'I' I)ISCUSSION AND ANALYSIS

Area of operation is Gatanga Sub County. The water utility is owned by County Government of
Murang'a. There were no grants received in the financial ycar 201912020, entity finances its

operations and it's self-sustaining

The company has fonned a non-revenue tearn which is working to ensure that there is ntinimum

water loss.

Gatanga community water scheme complies with various statutory requirelnents that is the Water Act

of 2016 and trust deed Act. Cap 164. The company is not exposed to any Contingent liabilities.

Gatanga comlnunity Water scheme is a Trust hence it cannot be able to finance its project tlrough
equity.

The projects are financed either th.rough internally generated revellue, grants from Govetnment an<l

Development partners. The scheme has a role to play since the existing project fundcd by the national

Govenxnent and devclopment partners financing tlrough perlormance /result bases fi:iancing.

Operational Risks.

The schcme inherited old dilapidated infrastructure and this has contributed to high Non-Rcvcnuc

watcr. During the years the scheme has invested in various projects to itnprove the iitfrastructure.

However, the funds required for overhauling thc whole netrvork is beyond the scheme's atfordability.

Crcdit risk.

The scheme supplies water on credit and givcs the customers a period of l4 days to clear thcir bills.

Howevcr, not all consurners are able to clear their bills on time, this give rise to credit risk. At the ertd

olthe year the trade receivables (water sale debtors) amounted to Ksh.69,496,421 and the highest

percenlage was orved by Murang'a South Watcr and Sanitation Company on bulk water bills
amounting to ksh.2, 159,605 and Part olthese total dcbts datc back from the national water and

ministry which are untraceable.

xvlu

Markct Risks.

The scheme has no interest-bearing financial instrutnent and lms uo any outstanding loan.

Capital Risk,

The company is not exposed to capital risk



GATANGA COMMUNMY WATIiR SCIIEMIi

Annual Reports and Financial Statements
Iior thc ycar endcd June 30.2020
Liquiditv risks

The scheme has various obligation and liabilities. The scheme manages liquidity risk by maintaining

banking facilities through continuous monitoring of forecast and actual cash flow

xtx



GATANGA COMMUNITY WATER SCIIITMO

Annual Rcports and Financisl Statenlents
For the vear cntled June 30, 2020

CORPORA'tE SOCIAL RESPONSII}ILITY S'I'ATIiMtrN't/SUS'TAINABILITY
REPORTING

Water service providers shall endeavour to ensure that their organizations are responsible corporate

citizens and that they have due regard for the interest ofall stakeholders and thc community in which

they operate.

Gatanga Community water scheme has ensured that the local has enjoyed the existence of the scheme

by employing some ofthe locals' persons with required qualifications. The scheme also ensure it

promote and is sensitive on preservation and protection ofthe environment by playing pan on

planting of trees.

The scheme also visiS thc pro-poor areas and helps them especially with free piped watcr for up to

6000litres per month, Ths has improved the area they live in.

The schene also ensures participation olstakeholders by calling tbr meetings and allotvs them to air

their views to better the society.

xx



GATANGA COII{N{UNITY WATER SCHEME

Annual Rcports and Financial Statements
For the year ended June 30 ,2020

IttiPoR't' ()F t'Hti DIITEC'l'ORS

The Board ofTrustees submits their annual report together with the financial statements for the year

ended 30th June 2020which discloses the state of affairs of the Trust.

I RESULTS
The results of the entity for the year ended 30th June 2020 are set out on page l. Deficit for the year
ended 3Oth June 2019 was Kshs. 3,419,456 and a deficit of Kshs.12,013,700.25 for the year ended
3Oth June 2020.

2 PRINCIPAL ACTIVITIES
The principle activities are to ensure availability ofsustainable, affordable and quality water

services to the residents living within the scheme area (Gatanga District) ofoperation or
jurisdiction by sourcing, treating, distributing and water conservation while billing and collecting

revenue from the water consumers who are the residents of tlre area

3 TRUSTEES.
The Trustees who held office during the year are listed on page iv

4 AUDITORS
The Auditor General is responsible for the statutory audit ofthe entity in accordance with Arlicle 229

ofthe Constitution of Kenya and the Public Audit Act 2015

BY ORDER OF'I'I.IE BOARD.

\ .-/\ts[ '\l_
I

GIK-ERI NJOROGE.

DA'IE rs\.\*--

ANAGING D

X\I

INCORPORATION
The Trust (water scheme) is registered in Kenya under the'I'rustees (perpetual succession) Act

chapter 164 and is domicile in Kenya. The address of the registered office is set out in page v



CATANGA COMIVIUNITY WATIiR SCtIIiME

Annual I{eports and Financial Statcmetlts
l'or the vcar endcd.Iunc 30, 2020

STATEMENT OF DIRECTORS' RESPONSIBILITIES
Section 81 ol the Public Finance Managcment Act, 2012 requires the board of Trustees to prepare

financial statements for cach year. The financial statements are expected to give a true and a fair view

of the state of affairs of the trust at the end of the financial year, and the operation result of the

schemc for the year. It also requires the 'l'rustees to ensure that the watcr schcme keep proper

accounting recor{s which disoloses with reasonable accuracy at any time, the financial position ofthe
scheme. 'Ihey are also responsible for safeguarding the assets of tl.te scheme 

-fhe Trustees are

responsible for the preparation and presentation of Gatanga community water scheme's financial

statements, which give a true and fair view o[ the state of aflairs of the entity for and as at the end of
the financial year (period) ended on June 30, 2020. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that thcse continue to be effective

throughout thc reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Gatanga conununity water scheme; (iii)
desigming, implementing and maintaining intcrnal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material misstatements,

whether due to error or fraud; (iv) safcguarding the assets of the Gatanga community water scheme;

(v) selecting and applying appropriate accounting policies; and (vi) rnaking accounting estimates that

arc reasonablc iu the circumstances.

The Trustees accept responsibility for the Catanga comtnut)ity water schcme's financial statements,

whicS havc beel prepared using appropriate accounting policies supported by reasonable and prudent

judgements and estimates, in conlbrrnity with lntemational Financial Rcporting Standards (IFRS),

and in the manner required by the PFM Act, 2012. The 'hustees arc ol the opinion that Gatanga

community r,,aler sclreme's financial staternents gir,e a true and fair view of thc state of entity's

transactions cluring the financial year ended Junc 30, 2020, and ofthe entity's financial position as at

that date. 'fhe Directors further confinn the completeness of the accounting records maintained for

the entity, which have been rclied upon in the preparation of the

Entity's financial statemcnts as rvcll as thc adequacy of the systelns of intemal hnancial control.

Approval of the fi nancial statements

Catanga community water scheme's financial statements were approved by the board on '

September, 2020 and signed on its behalfby:

lVlnnrging Dircctor Dircctor (lhairnra of the board

)l.x I I
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OFFICE OF THE AUDITOR-GENERAL

l)n htncing .1ct rtrortulttIitt

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box loo84-oo roo

NAIROBI

elephone: +254-(2o) l2140oo
-mail: info@oagkenya.go.ke

REPORT OF THE AUDITOR-GENERAL ON GATANGA COMMUNITY WATER
SCHEME FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Gatanga Community Water
Scheme set out on pages 1 to 35, which comprise the statement of financial position as
at 30 June, 2O2O and the statement of comprehensive income, statement of changes in
equity, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Gatanga Community Water Scheme as at 30 June,
2O2Q and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financial Reporting Standards (IFRS) and comply with the
Kenyan Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

Long Outstanding Account Receivables

The statement of financial position reflects a balance of Kshs.53,il1,562 under account
receivables which, as disclosed in Note 8 to the financial statements, includes trade
receivables of Kshs.69,840,156 less a provision for bad debts of Kshs.'t6,198,594. As
previously reported, the kade receivables includes debts amounting to Kshs.30,773,030
which have been outstanding for a long period. Although the Management made a
specific bad debt provision of Kshs.10,276,613 during the year, no breakdown of the
specific debts being written off was provided. Further, the Scheme had not established a
Debt Management Policy as of 30 June, 2O2O.ln addition, no effort appears to have been
made to recover the long outstanding account receivables.

As a result, the accuracy and recoverability in full of the account receivables balance of
Kshs.53,641,562 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Gatanga Community Water Scheme

Repo o[ rhe Auditor-General on Gatongo Community llaler Scheme lor the yeor ended 30 June, 2020



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 Matter

Budgetary Control and Performance

During the financial year 201912020 the Scheme realized a total income of
Kshs.43,177,221 against a revenue budget projection of Kshs.56,901 ,312, resulting in an
under-collection of Kshs.'13,235,558 or 24o/o of the budgeted revenue which was not
explained or justified.

Other lnformation

The Directors are responsible for the other information. The other information comprises
the Report of Directors as required by the Companies Act, 2015, and the statement of the
Directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

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

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. Based on the work I have performed on
the other information obtained prior to the date of this auditor's report, if I conclude that
there is material misstatement of this other information, I am required to report that fact.
ln this regard, lwish to report as follows:

On pages vi to x of the report on Key Entity lnformation attached to the financial
statements for the year ended 30 June, 2020 are names and passport-size photographs
of Board of Trustees/Directors who held office during the year under review. However,
pertinent details of the Trustees/Directors including their dates of birth and work
experience were not provided contrary to the guidelines prescribed by the Public Sector
Accounting Standards Board.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness,
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else

Report ofthe Auditor-Generd on Aqhnga Community llater Scheme /or the year ended 30 June, 2020
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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-Revenue Water

During the financial year, the Company produced 1,466,867 cubic meters (m3) of water,
out of which 826,801 m3 is water billed to customers. The balance of 640,066m3 or
approximately 44% of the total volume of water produced represents Non-Revenue Water
(NRW) which is 19% over and above the allowable water loss of 25ok as per the Water
Service Regulatory Board (WASREB) guidelines. The non-revenue water of 44o/o may
have resulted in loss of sales estimated at Kshs.32,681,590 The significant level of non-
revenue water is an indication of inefficiency and ineffectiveness in use of public and
water resources and may negatively impact on the Scheme's profitability and its long-
term sustainability.

2. Non-Compliance with the Water Services Regulatory Board (WASREB)
Regulations on Personnel Costs

The statement of comprehensive income reflects administration expenses of
Kshs.52,238,316 which, as disclosed in Note 3 to the financial statements, includes
personnel costs of Kshs.24,097,527, representing 44o/o of the annual expenditure of
Kshs.55,190,921 as at 30 June, 2020. This is higher than the recommended ratio of 35%
as per WASREB guidelines. The excess personnel costs may negatively impact on the
Water Scheme's profitability and sustainability of services if measures are not put in place
to contain the cost within the acceptable level.

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

Conclus ion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, lconfirm 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 23 t 5 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 ofthe Auditor-Generol on Gotangc, Communi0) llater Schemefor the )'ear ended 30 June, 2020
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

(iii) The Scheme's statement of financial position and statement of comprehensive
income are in agreement with books of account; and

(iv) ln my opinion, the information given in the report of the Directors on page xxi is
consistent with the financial statements.

Responsibilities of Management and the Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards 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 its assessment of the effectiveness of internal control, risk
management and governance.

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions

Repo o/ the Auditor-Oenerol on Galanga Communi,r* Water Scheme for the year eruled 30 June, 2020
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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) o't 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, 20'l 5 and submit
the audit report in compliance with Article 229(7) of lhe 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:

o 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

:l
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Anide 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 lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

Reporl of lhe Auditor-Generql on Gqlengq Communi!* Waler Scheme for the year ended 30 June, 2020
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the Water Scheme's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditois 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 Water Scheme
to cease to continue as a going concern.

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.

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

Perform such other procedures as I consider necessary in the circumstances

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

02 February,2022

Repo of the Auditor-Ceneral on Oatqngo Community llater Schemefor the year ended 30 June, 2020
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GATANGA COMMUNITY \,VATtrR SCTIEME

Annual Reports and Financial Statcments
For the venr ended June 30.2020

STATI'MENT OF- COMPRIHNNSIVII INCOME FOII TIIE YEAIT ENDED 30 JUNE 2020.

INCOME 2019/2020 20t8/20t9

NO'I I, KSHS KSIIS

Revenue I

41,594,751 37,007,807

Other income lb
888, r s0 174,300

Gmnts 2
694,320 1,146,660

TOTAI, TNCOME
!3.177.22r 38.328.7 67

OPERATION EXPENSES

Administration Expenses 3

52.218,3 l6 3 9,576,5 85

Depreciation of Property, Plant and
Equipment

4

2,952,605 2,72t,638
TOTAI OPERATING EXPENSES

55.1 90.921 42293223
Deficit for the year before tax

02-ail-7!0) 0)69455)
lncome tax

Deficit after tax
( 12,013,700) (3,969,4s6)

OTHER COMPREHENSTVE
INCOME
Surplus on revaluation of PPE

400.000

DEFICI't FOIT 'tIIE YEAR ENDIiI)
(l20L3J!0) (3.569,,156)

I



GATANGA COMMUNITY WAI'ER SCHEME

Annual Reports and Financial Statements
For the year cnded June 30 ,202{l

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2O

2019t2020

NOTE

NON -CURRENT ASSETS

Property, plant & Equipment

2018t2019

22,342,811 23,473,323

CunentAsseb

cash and cash equi lenb

hlenbries

AccounB Recewables

Tohl Current Asseb

TOTAL ASSETS

EQUTTYAND LABILIIIES

Caprhl Reserves

General Reserves

Capital and Reserves

Current Liabilites

Accounb Payable

Cusbmer Deposib

Provision Account

Total Current Liabilities

6

7

B

5

I
10

11

1 ,1 16,335

1 15,580

53,641 562

1,430,470

161 ,500

54,469,976

54,873,477 56,061,946,32

16,443,575

26,170,449

42,6 14,024

'10,398,187

9,26'1,093

17,26'1 ,965

245

ch ol he Board

Na[E:

16,443,575

14,1 56,748

30,600,323

17,097,927

9,760,393

19,757,644

46,615,964

TOTAL EQUITY & LIABILITIES

jrte manoa sbbrEnbwere approved by he Eoard on -s
q

2020 and srgned oo ib behallby

-\ef\L1ne+'

\\

D

r:.,,f c. rts;<€
Head ofFioance

Na[E:

IICPM M/No:

#"--^
lwl , rAvlq^t,ta

16o"i1
Name:

L

KSHS KSHS

_,11213288 __19{!!l!g

36,921

77,216,288 79,535,269



G,4TANGA CO MM U N ITY IYATER S CH E 1'T E

Annual Reports and Financial Statements
for the year ended June 30' 2020

Capihl Reserves General reserves Tohl

BalB/F '1 Ju 2018 t0,443,575 29,739,905 46,183,480

TohlN et comprehensive income (3,569 4 (3,569,456)

D^
Dd lc/d 30 June 2019

'16,443,575 26,170,449 42,614,024

0pening Balance as at 1 July 2019 16,443,575 26,170,449 42,614,024

TohlNetcomp rehensi\/e income (12,013,700) (12,013,

closing balance as at30h June 2020 16,443,575 14,156,748 30,600,323
=+

)

STATEMENT OF CHANGES IN EQUITY FOR THE YE.{R ENDED 30 JUNE 2O2O



G,IT,4NGA COfuIMANITY WATER SCHEME

Anntral Rcports and Financial Statenrents
For the yeal' ended June -30, 2020

S .\'I'EMEN'I' OIi CASI{ ILOWS I;OR T'IIH YIiAR ENI)ED 30 JUNII 2O2O

Cash and ush equivalent at ihe bcginning of year

INCOME 2019/2020 201 8/20 I 9

KSIIS KSIIS

Cash flory from operating
activities
Profit before income taxes

( 12,013,700) (3,e69,456)
Adiust fbr

Depreciation 4
2.952.605 2.721.638

Operating profit before working capital changes
9 0(r I 09 ( 1.247.8 l8)

Increase in inventories 7

45,920 (s8,800)
lncreascy'Dccrease in Accounts rcceivables

lrrcrease in Accounts Payables

Increase in Members deposits

S

828,4 r 4 (2,635, r 73)

6,699,'7 40 834,2?6
IO

499,300
ll

2.495,679

548,000
Increase in provisions account

2,250,172

(309.391)
Cash generated lrom operatiug
activities

Net cash generated from operating activities

Cash flow from invcsting
activities

( 30e.3 93 )

(606,992)
Acquisition ofassets

Net cash flow after investing
acttvltres

(1,822,094)

( I .821,094) (606,e92)
Net increase in cash & cash
equivalent (3 l4,l 36) (9r 6,38s)

1.430.466 2.346.851

.l"u6Jl5 L4t9gt
Cash and cash equivalent at the beginning of year

4

ll/0rki n c cooital clru ntlcs

9

t.507.9i8
1'ax paid

1.507.958



GATANGA COMMUNITY WATER SCI]EME

For the Year ended June 30, 2020

ST.{TEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOTINTS FOR T}I[ PERIOD ENDED 30 JUNE 2O2O

FOR THE YEAR ENDEO 3OTH JUNE 2O2O

Miscela]ious

Truslee cost

a)

b)

c)

Erplonaloq notes

Movemcor is alu€ ro work in proSrcss ofthe projecr which \r€ anricipated $cy will be complele durinS tbc finatrcial )'ear ard continuous dilapidaled syslem

Mov€rnenli5duelomanagcmmtcflonloledoceove,a,Iladminisuationcostduereductioninrcvcnue

Movcmcll is duc lo rnanagcmeitl eflon to rcduce ovcrall opcration c'osl duc reduclion in rc\'enne

5

PERFORMANCE

DIFFERENCE

AS%

Explanation of
materialYariances

ACTUAL

COMPARABLE

20',t912020

PERFORMAIIC

E DIFFERENCE

FINAL BUDGET

2019/2020

ADJUSTMENTS

201912020

ORIGINAL

BUDGET

2019t2020

Shs ShsShsShsShs

Revenue
2641,594,750.40 14,586,56256,181,31256,1a1,372Billing(Water Sale
23168,1s0888 150.00720,000720,000

a)14,418,41242,482,900.4056 901,3125 6,9 01,312Total income

E enses
478,333 d11 394,863.0010.916 53010,916.530Comp ensation of employees

b)526,245 143,136,755.003 663,0003,663,000Adminisbalion Cost
c)4,8v,0294,038,849.008,892,8788.892,878ralion Cost

d)342,9S9305,001.00648.000648,000

Olher ents

Grants and subsidies Paid
255,244,94018,875,468.0024124,44824,120,408Total elpenditure

9,173,41223,607,432.4032,780,90432,180,904Surplus for tre period

Annual Reports and Financial Statements
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GATANG.4 COLTMUNITY WATER SCHEME

Annual Ileports and Financial Statcnlcnts
f'or thc year cnded June 30 ,2020

)

NOTES TO TIIE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Gatanga Community Water Scheme is cstablished by and derives its authority and
accountabilily from the Trustee's Act cap 164. The entity is wholly owned by the County
Govemment of Kenya and is domiciled in Kenya. The principal activity of the trust is to ensure
efficient and eflective provision ofwater Services in its area ofjurisdiction.

STATEMENT OF COMPI,IANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their estimated
recoverable amounts and actuanally detennined liabilities at their present value. The
preparation of financial statements in confonnity with lntemational Financial Reporting
Standards (IFRS) allows the use oF estimates and assumptions. It also requires management to
exercise judgement in the process of applying llre company's accounting policies.The areas

involving a higher degree ofjudgement or complexity, or where assumptions and estimates are
significant to the financial statements, are disclosed.

The financial statements have been prqrared and presented in Kenya Shillings, which is the
functional and reporting currency of the company.

The financial statements have been prepared in accordance with the Public F'inance Management
Actand Intemational Financial Reporting Standards (lFIlS). The accounting policies adopted have
been consistently applied to all the years presented
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GATANGA CONINIUNI'I'Y \YA'I'EII. SCTIENIE

Annurl Reports nnd Financial Statenlcnts
lior the yca r cnded Junc 30, 2020

NO'I'lis TO't'IIE ITINANCIAL S'l'A'l'ElVlEN'l'S (Continucd)

3. APPLICATION OF NEW AND RIiVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continucd)

i) Relevant ncw standards and amendments to published standards effective for thc

year cnded 30 June 2020(Continued)

Application of IFRS 16 requires right-of-use asscts and lease liabilities to be recognised in
respect ot'most operating leases wltere the Company is the lessee.

II"RIC 23: Urcertai, ! Over inco e k..r lrrol,,tenls

'I'he iuterpretation addresses the detennination of taxable prof'lt (tax loss), tax bases, unuscd

tax losses, unused tax credits and tax rates, when there is uncertainty over income t'lx
tr tments undcl IAS 12. It specifically considers:

Whether tax treatments shoultl bc cortsidered collectively
Assunrptions for taxation authorities' examinations
The detennination of taxable profit (tax loss), tax bases, unused tax losses, ultused tax

credits and tax rates
The elfect of changes in facts and circutnstances

Aurendnrents to IFRS 9 titled Prepsyrner Features with Negative Contpensation (issued in
October 201\

The amendmcnts, applicable to annual pcriods beginning on or after I January 2020, allow
cntities to rncasure prepayable financial assets with ncgative conrpeltsation at amortiscd cost

or fair value through other cornprehensive income if a specifred condition is Inet.

A tenl,nents to IAS 28 titled Lo g-lerm lrttuests i Associqtes dnd Joinl Ventures (issued

in Octobcr 2017)

The amendments, applicable to annual periods beginring on or after Ist January 2020, clarity
that an entity applies IFRS 9, rather than IAS 28, in accounting for long-term interests in
asscciates and joint ventures.

Anrcndnrents to IFRS 3 - Annual Lttprove tents la IFRSs 2015-2017 Cycle, issued in

Decenber 2017.
'l'he amendments, applicable to annual periods beginning on or after lst January 2020,

provide additional guidance on applying the acquisition nrethod to particular types of business

combination.
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C,\'l'ANCA COMMUNIT'Y WA'Ititl SCll t,lMIi

Annual Reports and Financial Statenrents
Iq1 lhe year entled June 30, 2020

3. APPLICATION OF NIiW AND ITEVISED INTEITNATIONAI- FINANCIAL
REPORTING STANDARDS (IFIl.S) (Continrred)

Relevant new standards and cmendments to published standards effective for the
year cnded 30 June 2020(Continusd)

Anrcndments lo Il'RS ll - Annual Intprovemenls to IFRSs 2015-2017 Cycle, issued in
Decenher 2017

The amendments, applicable to annual periods begir:ning on or after lst January 2020, clarily
that when an entity obtains joint control of a business that is a joint operation, it does not re-

measure its previously held interests

Anrcninrents to IAS I2 - Annuol Lrrprova,,tents to IFRSs 2015-2017 C1'cle, issued in
Dccenther 2017

The amendments, applicable to annual periods beginning on or after lst January 2020, clarily
that all income tax consequences of dividends should be recognised when a liability to pay a

dividend is recognised, and that these income tax consequences should be recognised in profit

or loss, other comprehensive income or cquity according to where the entity originally
recognised the transactions to which they are Iinked.

Arrrendnrcnts to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycle, issued in
Docemher 2017

The amendments, applicable to annual periods beginning on or after lst January 2020, claify
that the costs of borrowings made specifically for the purpose of obtaining a qualifying asset

that is substantially completed can be included in the determination of the weighted average

of borrowing costs for other qualirying assets.

Amendntents to IAS 19 titled Plan Anteni renl, Curtailmenl or Settlentent (issued in
I'ebruary 2019)

The amendments, applicable to plan amendments, curtailments or settlements occurring on or

after the beginning of the first annual reporting period that begins on or after lst January

2020, requires an entity to use updated actuarial assumptions to determine current service cost

and net interest for the remainder of the annual reporting period after the plan amendment,

curtailment or settlement when the entity re-measures its net dehned benefit liability (asset) in

the manner specified in the amended standard.

i)
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GAI'ANGA COMNIUNITY WA'II'I{ SCI II'ME

Annual Reports and Finnncial Statenrcnts
For thc yc:rr cndcd .lrrnc 10, 2020
NO'l-ES 'I O TIIE F INANCIAL STA'l'EMItN'tS (Corttiuucd)

3. ,4.PPLICATION OF NEW AND REVISED INTERNATIONAL I,(.INANCIAL
REPORTING STANDARDS (IFRS) (Continued)
Arrtendmertts to IAS I and IAS I Defittition of nruterid
The amendments are inter.tded to make lhe definition of material in IAS I easier to understaud

and arc not intended to alter the undcrlying concept of materiality in IFRS Standards. 'Ihe

concept of'obscuring' matcrial infornration with imntaterial inlorntation has becrt includctl as

part of thc new dcfinition. The tlueshold lbr materiality influencing users has been changed

flonr 'could influence' to 'could reasonably be expected to influcnce'. The definition of
rnaterial in IAS 8 has been replaced by a rclcrence to the definition of nraterial in IAS l. trt

addition, the IASB arnended other Staudalds and the Conceptual Framework that coniai[ a

dcfinition of material or refer to tlre tenn 'rnaterial' to ensure consistettcy. Thc antendlnents

arc applied prospectively lbr annual pcriods beginning on or after I January 2020, with earliel

application pcrmittcd

ii) New and ameudert standnr.ds and intcrpretations in issue but uot yet effccti,'e in tbc

ycar ended 30 Junc 2020

IFRS IT lnsururcc Co,ttrocts (lssuc.l lE LIq 2017)

IFRS I7 requires insurancc liabilities to be measured at a curren( fulfilhnellt value and providcs a

more uniform measuremellt and presentation approach for all iflsurance contmcts, Thcse requircmcnts

are designed to achieve thc goal of a corsistert, principle-based accounting for insurance contracts.

t!-RS 17 superscdes II:RS 4 Insurancc Cono act.s as of 1 January 202[.

A eudne ts to Relcre,rces to thc Cot<:eplual Franrcwork in IFRS Stuldonls (Issued 29 Motch
2019- tlpplicable Jitr annual pcriols bcginning I January 2020)

'l ogetlrer with the revised Concaptuul Franrcwork published in March 2019, the IASB also issued

.Amen.lnrcnts to Re./crcnces lo thr Conceptuol Frunevtork in IFRS Standurds. The document contilins

AMCITdMCNIS tO [FI{S 2, IFRS 3, IIIRS 6, IFRS 14, IAS I, tAS 8, IAS 34, tAS 37' IAS 38' IFRIC I2'
IFRIC 19, IFRIC 20, TFRIC 22, aud SIC-32. Not all amendments, however, update those

pronouncements with regard to rcftreuces to aud quotes from the framework so that they refer to the

revised Conceptual Frqnrework. Some pronouncements are only updated to indicate which version of
the frarnework they are rcfcrencing to (the IASC framework adopted by the IAsB in 2001. fie IASB

framework of 2010, or thc new reviscd framework of 2019) or to indicatc that definitions in thc

standard lrave not been updated with the new definitions developed iu the revised concepluul
Fruuework.

The Directors tlo ,tot plun lo upply uny of the above until they become effeclive. Based on their
assessnrcnt of tl'te potentiul imPuct of application of tlrc dbove, they do not expect that lhere

will be u sigtifcant i,npact on lhe conpatry's financial statemenls.
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CA TANGA COMMUNI'I'Y WATEIT SCTIEMtr

Annual lleports and Fintrncial Statements
For the vear ended.Iune 3 0.2020
NOTES TO THE FINANCIAL S'I'A'I'EMtrNTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) (Continued)

iii) Early adoption of standnrds

1'he entity did not early - adopt any new or amended standards in year 2020.

iii) SUMMARY OF STGNIFICANT ACCOUNTINC POLICIES
'fhe principle accounting policies adopted in the preparation of thcse financial statements are set
out below:

[. Revenue Recognition

Revenue is recognized to the extent that it is probable that luture economic benefits will flow to
Gatanga Comnrunity Water Scheme 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 of Catanga Community Water Scheme's activities, net oIvalue-added tax (VAT), where
app[cable, and when specific criteria have been met for each ofGatanga Community Water
Scheme's activities as described below.

(a) I{evenue from the sale of goods and services is recognized in the year in which Gatanga
Community Water Scheme delivers products to the customer, tlre customer has accepted the
products and collectability of the related receivables is r-easonably assured.

(b) Crants from National Govemment are recognized in the year in which Catanga Community
Water Scheme actually receives such grants.

(c) Finance income comprises interest receivable from bank deposits and investment in securities,
and is recognized in profit or loss on a time propo(ion basis using the effective interest mte
method.

(d) Other income is recognized as it accrues

iii. In-Kind Contributions

In-kind contributions are donations that are made to Catanga Community Water Scheme in the form
ofactual goods and/or services rather than in money or cash tenns. These donations may include
vehicles, equipment or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, Gatanga Community Water Scheme includes such value in
the statement ofcomprehensive income both as revcnue and as an expense in equal and opposite
amounts; otherwise, the contribution is not recorded.
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GATA.NGA COMNIUNI'I'Y WA'I'EIT SCI IIiME

Annurl llcports an(l I.inancirrl Stltelncnts
lior thc )'cnr cnded .June 3(1, 2020
NOTES TO TIIII !-INANCIAL STA'I'EMITNTS (Corttinued)

3 SUMMARY OIr SIGNIFICANT ACCOt.INTtNG POLICIES (Continued)

i) Property, plant and cquipmcnt

l))

All categorics of property, plant and cquipmcnt are initially recorded at cost less aecumulated

depreciation and inrpairment losses.

Certain categories of property, plant and equipmcnt are subsequetrtly carried at re-valusd

amounts, being tlieir fair value at the date of re-valuation lcss any subscquent acculnulatcd

dcpreciation and impair.lnent losses. Wherc rc-n'Iczlsurctnent at re-valued atuounts is dcsired,

all items in an asset category are fc-valucd tlrrough periodic valuatiotrs carried out by
indepcndent extemal valucrs.

Increases in the carrying amou[ts ol assets arising fiotn re-valuation arc credited to othel

comprehensivc income. Decreases that offsct previous increases in the carrying amount ofthe
sami asset are charged against the revaluation reserve account; all other decreases are charged

to profit or loss in thc incotne statemcnt.

Gains and losses on disposal of iterns of propeny, plant and cquipment are determined by
comparing the procceds frorn the disposal with the net carrying amount of the itctns, and are

rccognized in profit or loss in the incotne statetnent.

Depreciation and impairmettt of propcrty, plant and equipmcnt

Freehold land and capital work in progress arc not depreciated. Capital work in progress

relates lnainly to the cost of ongoing but incornplete works on buildings and other civil works

and installations.

Depreciation on property, plant and cquipment is recognized in the income statement on a

straight-line basis to write down the cost of each asset or the re-valued amount to its residual

value over its estirr,ated useful lifc.'fhc annual rates in use are:

Buildings l0Yo

Operatiolul tool 33%

Motor vehicles, including nrotor cycles 25yo

Computers and related equiplnellt 3OVo

Oflice equipment, fumiture and fittings 12 syo

Water pipeline 5%

Software A-rnortization l0Yo

Water tanks and plots 0o/o

Furniture and fittings 12.5%

A full year's clepreciation charge is recognized both in the year of asset purclrase and in the

year of asset disposal.

lt



GA'I'ANGA COMMUNI'tY IYATEIT SCIII'I\T E

Annual Ilcports and Financial Statenrents
lior thc l ear cndcd .lunc ll0 2020

Items of propeny, plant and equipment lre rcviewcd annually lirr irnpairment. Where the
carrying amount ol an asset is assessed as grcater than its estirnated recoverable amount, an
impairment loss is recognized so that the assct is written down immediately to its estimated
recoverable arnount.

4 SUMMAITY OF SICNIFICANT ACCOUNTING POLICIES (Continrrert)

c) Intangible asscts

Intangible assets comprise purchased computer software licences, which are capitalised on the
basis of costs incurred to acquire and bring to use the specific software. These costs are
amortised over the estimated useful lifc of the intangible assets lrom the year that they are
available for use, usually over three years.

d) Amortisation and impairment of intangil)le assets

Amortisation is calculated on the straight-line basis over the estimated useful lile ofcomputer
software often years.

amount.

c) Inventories

Inventories are stated at the Iower of cost and net realisable value. The cost of inventories
comprises purchase price, irnport duties, transportation and handing charges, and is
dEtennined on the n:oving average price nretl.rod.

O 'fradc and othcr rccciyables

Trade and other receivablcs are recogniscd at fair values less allowances for any
uncollectible anlounts. These are assessed lol inrpainlent on a continuing basis. An
estinrate is made of doubtful receivables bascd on a review of all outstanding amounts at the
year end. Bad debts are written offafter all el'lbrts at recovery have been cxhausted.

g) Texfltion

All compuler software is reviewed annually for impairment. Where the carrying amount of an
intangible asset is assesscd as greater than its estimated recoverable amount, an impairment
loss is recognised so that the asset is written down irnmediately to its estimatcd recoverable

Current ificome lLt
Current income tax assets and liabilities lor the current period arc 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 amotrnt are those tl1at are enacted or substantively enacted, at the
reporting date in the area where the Entity operates and generates taxable income. Current
incorne tax relating to items recognized directly in net assets is rccognized in net assets and
not in the statement of financial performancc.
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GA'IANGA COi\{ilTUNITY WATIR SCIIIIVIE

Annusl Rcports and Finf,ncial Statements
[or the year cnded Junc 30, 202()

NOTES TO'I'IIE FINANCIAL S'IATItMITN'I.S (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICItrS (Continucd)

n) Taxation (Continued)

Currenl inconrc lu.r (Cottlinued)

Current income tax assets and liabilitics lbr the cunent period are mcasured at the amount

expccted to be rccovered fronr or paid to thc taxation authorities. The tax rates and tax laws

used to colrpute the amount are tltose that ale enacted or substantively enacted, at the

reporting date in the arca wltere the Entity operates and generates taxable income Current

income tax relating to items recognizcd dircctly in nct assets is recognized in net assets and

Management periodically evaluatcs positions taken in the tax retums with respect to
situations in which applicable tax rcgulations aro subject to intcrpretation and establishes

provisions wherc appropriate.

Defcted tav
Dclerred tax is provided using thc liability method on temporary diflerences between the

tax bases of assets and liabilities and their carrying arnounts for financial reporting puryoses

at thc rcporting date.

Dcferred tax liabilities are rccognized for all taxablc tempolary differences, except in
lespect ol taxable temporary dillerences associated with investments in controlled cntities,

associatcs and interests in joint vcntures, when the timing ol thc reversal of the telnporary

dilferences can be controlled ar.rd it is probable tllat the temporary differences will not
revcrse in the lbrcseeable futurc.

Delbrred tax assets are rc,cognized lbr all deductible temporary differences, the carry

lbrward of unused tax credits and any unused tax losses. Deferrcd tax assets are recognized

to the cxtent that it is probable that taxable protit will be available against which the

deductible tenporary differences, and the carry tilrward of unuscd tax credits and unused

tax losses can be utilized, except in respcct of deductible temporary differcnces associated

with investments in controllcd entities, associates and interests in joint ventures, deferred

tax assets are recognized only to the extent that it is probable that the temporary differences

will revcrse in the lbrcseeablc luture and taxable profltt will be available against which thc

tenrporary diffcrcnces can be utilized.

'I'he carrying amount of del'erred tax assets is reviewed at each repofiing date aud rcduced

to the extent tlut it is no longer probal-'e that sufficient taxable profit will be available to

allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are

re-assessed at each reporting date and are recognized to tlle extent that it has bc'come

probable that future taxable ptotits will allow the deferred tax asset to be recovered.

Delened tax assets and liabilities arc rneasured at the tax lates that arc expected to apply in

the year when tlle asset is realized or the liability is settled, bascd on tax rates (and tax [aws)

that have been cnacted or substantivcly enacted at the rcporting date.

1.1
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Annual Reports and Fin&ncial Statements
For thc year endcd June 30, 2020
NOTES TO THE FINANCIAL STATEMENTS (Continrrcd)

4 SUMMARY OF SICNIFICANT ACCOUNTING POLICItrS (Continued)

n) Taxation(Continued)

D efe n ed t ar ( C o nti n u e d)

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally
enfbrceable right exists to set offcurrent tax assets against current income tax liabilities and
the defened taxes relate to the same taxable entity and the same taxation authority.

h) 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 of tkee months or less, which
are readily convertible to known amounts o[ cash and are subject to insig'nificant nsk of
changes in value. Bank account balances include arnounts 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 aulhorised public olficers and/or institutions which were not
surrendered or accounted lor at the end of the financial year.

Interest bearing loans and overdrafts are initially recorded at fair value being received, net
of issue costs associated with the borrowing. Subsequently, thesc are measured at amortised
cost using thc eft'cctive interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premium on settlement. Finance charges,

including premiums payable of setllement or redemption are accounted for on accrual basis

and are added to the carrying amount ofthe instrument to the extent that they are not settled
in the period in which they arise. fran interest accruing during the construction of a project
is capitalised as part ofthe cost ofthe project.

j) Trade nnd other payablcs

Trade and othcr payables are non-interest bearing and are carried at amonised cost, which is

measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, rvhether billed to the entity or not, less any payments

made to the suppliers.

l4
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Annual l{eports and I.inancial Stntcmcnts
For the ycar endcd Julle 30.2020
NOTES TO TIIE IINANCIAL S'IA'I'EMltN'I'S (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

k) R€tirement bcnefit obligations
The cntity has registered all pennanent and pensionable etnployees into two defincd

contribution and benefit scltentcs. 'Ihe schemcs are local Authority Pension Schente

(LAP'|RUST) anrl National Watcr Pension Schctnc. 'fhc compauy joincd the pensiou 5'r'

October 2010 and l7'h February 2006 respectively. 1-he company contributes to these two

pcnsion schemes. Undcr LAPTIi.US'I' cnrploycr contribute l5% and enrployee l2% of basic

salary and house allowance. Conttibution of National Watcr Pension Scherne is 7.5Y" by

employee and l5% by cn:ployer calculated on basic salary only.

l) Provision for staff lcavc pay

Ernployees' cntillenrents to annual leave are recognised as thcy accrue at the employces. At
provisiorr is made for the estimated liability lor annual leave at the reporting date.

m) Butlgct information

Thc original budget for IY 2019-2020 was approvcd by the Cotrnty Assenrbly. Subsequctlt
revisions or additional appropriations werc madc to the applovctl budgst ill acccrdancc wilh
specific approvals lrom the appropriate authorities. The ad(litional approPriatiorls are addcd

to the original budget by thc entily ttpon teceivittg tlre respectivc approvals in onler to
concludc the final budgct.
'fhe entity's budget is preparcd on a ditl'erent basis to the actual inconre and expenditure

disclosed in the financial statclnents. l he financial statements are prepared on accn:al basis

using a classification based on the llature of cxpenses in the statemet.It of llnancial
pcrfon:rancc, whereas thc budget is preparcd on a cash basis. The amounts in tlte financial
statelnenl.s were rccast from thc accrual basis to the cash basis aud reclassificd by
prcsentation to be on the salnc basis as the approvcd budget. A comparison of budget and

actual amounts, prepared on a comparablc basis to the apptoved budget, is then presented itl
thc statemcut of comparison of budget and actual anlounts. In addition to the Basis

dilference, adjustnrents to arnounts in the financial statements are also made for dif'ferences

in the fonnats and classification scheures adopted for the presentation of the financial
stiltemcnts and the approved budget.
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Aunual Reports and Financial Statcnrents
lior the ycar cnded.lunc 30,2020
NOT[,S 'fO THE FINANCIAL S'I'ATEMENTS (Continued)

A statement to reconcile tlre actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actual as per the statement of financial
performance has been presented under page 7 ofthese financial statements.

n) Service concession trrangcnrcnts

]'he Entity analyses all aspects of scrvice concession anangcments that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In 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-life' assets, i1 controls, tlrrouglr ownership. beneficial
entitlement or oth€nvise - any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair 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.

o) Comparntive figures

Where necessary comparative figures for the previous financial year ltave been amended or
reconfigured to confonr to the required chauges in presentation.

p) Subsequent events

'Ihere have been no events subsequent to the financial year end with a significant impact on
the financial statements lor the ycar ended June 30, 2020.

SIGNIFICANT JUDGMENTS AND SOURCES
UNCERTAINTY

OF ESTIMATION

The preparation of th€ Entity's financial statements in conformity with IFRS requires
management to makejudgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustnlent to the carrying amount of the asset or
liability affected in future periods.

:
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Annual Reports alld Finflncial Statemcnts
lior the ycar ended June 30,202U
5 SIGNIIIICAN'I' JUDGEMEN'I'S ANI) SOURCES OI' ISTIMA'I'ION UNCIR'I-AINT'Y

(Continucd)

Estimxtes and assumptions

The key assunrptions conceming tlie luture and other key sources of estitnation uncertainty at

the reporting tlate, that have a signilicant risk of causing a material adjustlnsnt to the carrying

amounts of assets and liabilities within thc next flnancial ycar, are described below. '[he Entity

base{ its assumptions atrd estimatcs on parameters available when the financial statemcnts were

prepared. Horvcver, exisling circutnstances and assulnptions about luture devclopments may

ihange due to lnarket changes or circutnstanccs arising beyond the control of thc Entity. Such

changes are rcflcctetl in the assumptious wltctr thcy occur.

Useful livcs antl rcsidttnl valucs

The useful lives and residual values ol assets are asscssed using the following indicators to

inlbrm potential future use and value f'ronl disposal:

o 'I'he condition ofthe asset based on tlre assessment ofexperts cmployeC by the Etttity
o The nature of the assct, its susceptibility and adaptability to changcs iu techiology arld

processes
o The nature ofthe processes in which tlte asset is depltiyed
o Availability of tunding to replace the assets

r Changes in the rnarket in relalion to the assct

Pror isions

Provisions arc recognized when a conrpany ltas a Iegal or constructivc obligation as a result of
past evcnts and it is probable tllat au outllow of resourccs will be required to settle the

obligatron and a rcliable estirnate of the auount call bc rnadc. Provision for bad and doubtful

debG is provided at l0olo ofrhe trade dcbtors and spccific provision ofbad debts whiclt is made

on debt which are not tecoverablc is doue at 1000/o l.raving been approved by the board of
Trustees awaiting approval by otlter authorities.
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Annual Rcports nnd Iinancial Statcments
For the year ended Junc 30,2020
NO'IES TO THE FINANCIAL Sl'A'I'EMEN'l'S (Continued)

I. REVENUE

l.Revenue

Water billing

1b). Other incomes

Conection & reconection

other incomes- refunds

Decrease in provision for bad debts

2. GR,\N'I'S IIROM NATIONAL GOVERNN!IiNI'

2. Grants

Salary grant-GOK

&rlu4; grunt rclates to seconded emplo),ees.1Vou, n,,,r,.r,,^,

2019t2020 2018t2019

KSHS

41,594,751 37 ,007 ,807
41,594,751 37,007,807

759,400

37,800

90,950

174,300

1,146,660

694 320 1,146,660

I

I

I

I

6 ,32094

til

KSHS

888,150 174,300 
r



[or the yea r crdcd Junc 30, 2020
NOTES TO 'l'IIE FINANCIAL S'I'41'INIltN'l'S (Continued)

3. A-DMINIS'I'RATION COS'I'S

3.a)Personnel Cost

Staff Salaries

staff Salaries paid by MOWI(operational Grant)

icasual wages

Pension contribution by employer

Gratuity

Other staff costs(salary adv written off)

Leave allowance& compensation

Total Personnel cost

3.b) TRUSTEE EXPENSES

Board sitting allowances

tsoard lrarnrng

Trustee cost

3,831,042

1,850,088

297,600

17 ,401,977 16 734 13

694,320 1,'146,660

22,500

3,486,330

1,795,066

297,600

84,000

291,757

24,097,527 23,835,545

498,571

586,000

657,858

l9
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Annual Rcports and Financinl Stfltements
For the year cnded Jrrne 30

3.c)Adminjstration Expenses

I Advertising and Promotion

i A.G.M Expenses

Auditor General charges

i Bank & Mpesa Charges

Christmas party and gift 
I

Conference,Training and workshops

Consultancy(legal fee & other charges)

Corporate social responsibility l

Elechicity

Employee welfare

lnsurance

Licence and permits

Office General Expenses

Office repairs and Maintenance

Telephone and postage
I Printing and Stationery

Provision for bad & Doubtifuldebts

R & M Computer repair & printers

Specific Provision for bad debts

Sports

Subscriptions

Stakeholders meeting

Travel& accomodation

Total Administration Costs

1 ,251 ,950

15,123,988 5,809,513

51 2,906

41,500

643,384

91,920

523,550

33,61 0

235,095

10,276,613

16,200

61,000

26,874

273,400

140,000

1,080,150

75,052

170,000

120,090

188,930

170,500

149,688

562,000

234,000

10,000

290,000

149,129

175,000

200,967

934,700

42,280

230,716

40,000

136,736
'l 16,500

659,91 3

382,450
'104,615

303,833

278,250

20
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Annual ltcports anrl liinancial Stfltcmcllts
For the verr ended Junc 30, 2()20

2,335,172

273,243

0382,1212,952,605

2,721,6382,952,605TOTAL

3.d)OPERATION COST

Athi Water Service Board- Lease fees

Bore hole electricity

Chemicals

KFS Annual permit

Repair and maintenance of billing system

Repair and maintenance of water systems

Repair and maintenance of motor cycies

Repair and maintenance of motor vehicles

Regulatory Levy - WASREB

Transport and fuel

Water Abstraction Fees - WARIVIA

TOTAL OPERATICI{ COST

4. DLPI{ECIAl'lON OF Pl{OPllRl'Y, PLAN-I AND EQUIPMENT

Depreciation

2,495,679

240,463

507,620

99,000

45,000

3,331 ,060

100,520

256,050

1,663,783

2,288,555

904,500

4,000

18,500

1,85i,472

126,050

687,301i

'1,1 15,98,t

2,188,309

671,63s

11,932,230 9,273,670

2I
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Annual Reports nnd Iiinancial Stntcments
For the ycar cnded June 30, 2020
NO'fES 'rO 'I'HE FINANCIAL STA'IEMEN'IS (Continued

5. INCOMETAXtrXPENSE(CREDIT)

(r) Current taxation

Surplus br he year

ADD DISALLOWABLES

De p rec ia lio n

lncrease in Provrsion for bad debb

LESS ALLOWABLES

Wear and bar

Taxabb profV (loss)

Tax @ 30%

b) Rcconciliation of tflx expcnse/ (credit) to thc expected tax based on nccounting
profit

2019t2020 2018t2019

KSH

(12013,700) (3,569,4s6)

2 952 605

(90,950)

(9,152,045)

2,721,638

303,833

(543,985)

2 952,605 2,721,638

(12,104,650)

Current taxation based on the adjusted profit for the
year at 30Yo

t) 0

Current tax: prior year under/(over) provision 0 0

Current year deferred tax charge 0 0

Prior year under-rrrovision tbr detbrrecl tax () ()

1)
'l'otal

2?

I

(3,265,623)

0
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For the )'car ended June 30' 2020

518,000.0

750,000.0

606.914.0

fi2,920.o

348,@0-O

22o,OOO.O

FULLY DEPRECIATED ASSETS

MOTORCYCLES

MOTORVEHICLE

FURNIT URE &F ITT INGS

EOUIPMENTS

COMPUTER AND PERIPHERALS

OPERATIONAL TOOLS

COST REVALUED ASSET

MOTORVEHICLES

COST

0Perational

SoFTWARES water plots tool Euilding

ACC OEPN REVALUED AMOUNT

'1,750.000.00 1.750,000.00 400,000.00

ComputeR

tumiture& Motoryehic & water

tittings Motorcycles GTNEMTOR le Equipments Peripherals pipelines

INTERNET

D0l\{AtN (

W€B5ITE)

WATIR

[4ETER5 Total

total cost orvaluation as.r 6ffi,914 939,520 185,m 2,150,000 675,842 1,826,010 35,202,318 1,216,505 780,0m 20,0m 4,204,831 67,0m 48,075,010

211,210 133,664 59,C90 129,m0 1,288,ffi 1,822,094

606,914 1,150,860 185,m 2,$0,m0 81q506 1,835,700 35,202,318 1,X6,505 7m,0m no,m 4204,831 129,m 135s,500 49'897J34

Accum dep as at 31.07.19 606,914 835,810 92,5m 1,850,m0 524.660 1,678,249 15,412,101 502,794 9]n 24,ffi\,114

additions

REVATUATION

Total cosl orValuation as at

Charge for the year

Accum dep as at 30.06.20

NFIB00l( 30/6/2020

NErB00x 30.06.2019

506,91d 994,025

156,835

103,810

11;,62s

69,375

92,5m

L9s0,m0

2m,0m

3m,0m

17,182,419

13,019,899

19,780,015

624,M5

592,061

713,711

2:0,0m

420,483

3,219,167

92s,064

1,y5,541

158,215 23,12s 1m,m0 38,448 161,130 1,76r,116 121,651

- 178,638

129,m0 _ u75,863

57,8m

169,438 2,952,605

27j*,320

22,342,871

23,473,313

563,109 1,819,379

247,398 45,121

1s2,182 141,761

i80,m0

780,m0

220,000 2,859,2U :
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Fumihre E

titinqs Molorsycles

Comluters &

GEIIERAToR ilotorydlide Eauipmrnb peripherals yBEpipelines
0perational

SoFTMRES x6ter ploh tool Euildrnq

185.m0 1,750.m 502,9m 1,555,740 s,m2,318 1.114,1ffi 7m,m 2a,m 4&,$1.m

fi,sa 2n,210 102.4m

-03"0 620

REIA].UA]PN

ToH clsl oi Vdudion as al S. ffi.l I

Accrm dep as a|31.07.18

OEle br he year

Accum dep as at30.06.19

NE1B00K 30,6ifi9

589 391 730 405 69,375 1,750.m S2,920 1.55,026 13,ffi2,187 381,143

n 125 1.7m.116 121.651.m

z ,0m 2.438,801.m

1m,m v.140 fi3m 4m.4310

606914 835 810 92,m 1,850,m 524 0m 1,678,249 15.42.fi3 fr2.79A 2m.0m 2.s9,284.10

1m,810.m 92,5m.m fi0,om.m 152,181.75 147761,00 19,780015.10 713,711.m fto,m.m 1,345,y6.m

17 5m vfi 21,5 115 625 n,lfi 21,540,131 732W2. 7m,m 1,766,030.m

:4

Tobl msl or Vduauon as a{01.07.18 6m,94

4m,m

----m.gl1 -______s9!4 16,m 2.1S.m 676.&r? 1,8m.fi0 $A2.31E 1,216.S 7&,m 2r,m 4 4,m1.m_-:--_...:



GATANGA CONIi\,IUNITY WATEIT SCHIiI\{I'

Anlluol Reports and Financial Statcments
l,-or the ycar cnded June 10. 2020

I 15,580 l6 I ,500Pipes and their llttings

161,500I 15,580

7. INVTiNTOI].IES

8(a) TRADE AND O'tIItrR RECEIVABLES

Bal B/F Book Wabr sale debbrs

Wabr Sale & Miscellanrous

Wabrsale Receipb

TohlWabr Sale Debbrs

Specifc Provrsion br bad & Doubful Debb(100'/.)

General ProMsion br bad & Doubful Debb(l00/d

Net (wabr) debbrs

Lapfust
lsufiloan

1 
Pension (National wabr)

'Tohl kenya

Muranga soutr wabr & sewarage co.ld

, Shfl pension paid by Company

Tusquee

,Tobl Accounb Receivable

60,129,308

42,3s4,151

(32,987,038)

69,496,421

10,276,613

921 981 6,012,931

53,297 ,827.02 54,116,377 .02

57,090,978

37,182,107

(34,143,777)

60, 129,308

5

Notes

- The Tntst provitled for specific provision at 100%o since the Trust has made all elfort kt
recover lo tto avail.

-Laptrust ctntl National Water are pension scheme where there was dtt overpaynlent

-Mtu'angasouth Water relate to sharing of repair of intake when we were shurittg intake

-Tusquee relutes lo deposit nrude to bulk snrs conlpany.

25

5,000 5,000

5,100 '15,500

78,339 78,339

8,571 8,035

186,617 186,617

30,108 30,108

30,000 30,000

53,641,562.02 54,469,976.05



CATANCA COMMUNITY WATER SCHEIVIE

Annual Reports and Finaucial Statcments
For the vcar cndcd .Iunc 30, 2020
NOTES TO THE FINANCIAL STATEMENTS (Continued)

8. (b) TRADE RECEIVABLES

Amount written off in 201 8/20l 9relates lo thc enrplo),ce who left the company

Gross trade receivables 60,1 29,308 60,129,308
Ceneral Provision for doubtful receivables (s,92 1 ,98 1) (6.012.93 I )
Specific Provision (t0,276,6t3\

5't,o7 Qr7 54,t 16,376

At .lune 30, the ageing analysis of the gross trade
rcceivables was as follows:

Less than 30 days 3,927,497 6,469,378
Between 30 and 60 days 3,19 1 ,5 73 0
Between 6l and 90 days 3,926,987 3,285275
Between 9l and 120 davs 7 ,505,929 3,12s,489
Over 120 days 50,844,433 47 ,249,t65

69.496,421 60, 129,308

5, 100 99,500Gross staff loans and advances
Provision fbr impairment loss

15,500

Less: Amounts due within one year (5, r00) (1s,500)

0 0Amounts due alter onc year

16

I

t

8. (c) STAI'F RECEIVABLES



GATANGA COMMUNI'IY WATIiR SCIIEN,IE

Annual Rcports and l'i[ancial Statcme ts
For the y'ear ended June 30,2020
NOTES TO TI{E FINANCIAL STATEMENTS (Continued)

9. TITADE AND O'I'III'R PAYAI]LES.

WARMA

Kelchemicals LTD

Eaffiview Limibd

Kenya natonal audrt 0ftce

Neema Hardware

Salary anears& gra'rity

WASREB

Bromak general marchanb

MAN U

WASPA Subscriplion

rAquateatSolutons LTD

Francisco & Pab Consultanb

tAquila Group Redefning Excellence

Accounb Payable

ncome hx

TotalAccounts Payable

10. Customer Deposib

1'1. Provision Account

AlVSB.Lease

Audit provisions

AGM

FKE subscnpton

KFS Way leave

Total Provision Account

2019t20?0 20182019

Ks

1017

425

121

380 3,465,130

h

225,^,50

3,4i7,715

429,000

6,1 19,918

550,E50

i92,30C

205,000

4sc,c0lJa'78 n

129,000

16,919,304 10,2

178,623 178,623 t

17,097,927 10,398,187 ,

290,C00

791,423,03,086,862

7

000

00

0+

00

1,679,780

352,000

150,000

133,0

9,760,393 9,261,093

18,007,644

1,720,000

15,511,965

'1,720,00c

30.00JCO30,c

21

15,757 ,644 17,261,965

Ksh



a

CATANGA COMMUNITY WATT]R SCTIEME

Annual Reports and Financial St tcments
For thc vcar ended .Iunc 30, 2020

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

I2. SHORT TERM DEPOSITS
2019t2020

Kshs

Wabr sale

Cusbmers deposit a/c

Expendifure a/c
' Tobl Bank Balance

NC -1226975

NC- 1226967

I/C- 1226983

938,961

124,570

44,552

181,090

1,154,681

47,472

1,108,083 1,383,243

I

Cash Balance at hand on 30h June 2019

Ofice cash

Tohl Cash and cash Equivalneb

All ttLu- ttr:t ounts ure in Barclays httnk

8,252 47,227

1,116,335 1,430,470 |

I2b) BANK AND CASII BALANCES

All the cash at bqnk wus held at Barclals Bor1, ,n frrr,,, tts the main hunker

I3. REVALUATION RESERVE

The revaluation reserve relates to the revaluation ofcertain items of property, plant and equipment. As indicated
in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net of related deferred
tax to retained eamings. Rcvaluation surpluses are not distributable.

I4. FAIR VALUE ADJUSTMENT RESERVE
The fair value adjustment reserve arises on the revaluation ol available-for-sale financial assets, principally the
rrarketable 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 in profit or loss.

I5. REI'AINIID EAITNINCS

The retained earnings are utilized to finance operations because Gatanga community water scheme because it's
don't pay dividends

I,383,243Cash at bank l ,108,083
Cash in hand a r<, 47 ,227

l, t 16,335 t,430,470

2tt

2018t2019

Kshs

{
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CATANGT\ COlt MU NIl'Y \YATEIt SCHEI\iE

r\nnual Rcports and Fillallcirl Statements
For thc vcar endcd .Iunc 30, 2020
16.RE'I'IREMEN{.I' I}ENEFI'I' OBLIGATIONS

The entity opcrates two delincd contribution schcmes for all full-time employces. Thc scllcrncs arc

Local Authority Pcnsion Schenic (LAPTRUST) and National Water Pension Scherne. The conlpalty
joined the pension 5rh October 2010 and I 7'l' Fcbruary 2006 r'espectively. The conrpany contributes to

these two pension schcmes. Undsr LAPTRUST crnployer contribute 150/o and employec l2% ofbasic

salar-y and housc allowance. Contribution of National Water Pcnsiou Schernc is 7.57u by en.rploycc and

159'o by ernployer calculated on basic salary only.

I7. REL,,\TED PAIT'IY DISCLOSURES

(r) (;oYernnlenl of l,lcnya

1'he countycovemmcnt of Murattg'a is the prinoipal trustee of ll\c Galanga Colrnunily \+'alcr

sclrerrc, lrolding 100% ofthe Cakurgu Conrnunil, wQter sche rc's equity interest.

Other related parties include:

i)
ii)
iii)
iv)

Athi Water works Dcvelopment Agency
Watcr Rosource Autholity
Key managelnenti
Board o1'direcLols;

l.)
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G;\TANCA COMMUNI.I'Y WATER SCHEME

Annual Reports and Financial Statemcnts
For the vcar endcd Junc 30 ,2020

I8. FINANCIAL RISK MANAGEMENT
The entity's activities expose it to a variely of financial risks including credit and liquidity risks and
effects ofchanges in foreign currency. The company's overall risk management programme focuses on
unpredictability of changes in the business envirorunent and sceks to rninimise the potential adverse
effect of such risks on its performance by setting acceptable levels of risk. 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 financial risk management objectives and policies are detailed below:

(D Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be
unable to pay amounts in frrll when due. Credit risk arises flrom cash and cash
equivalents, and deposits with banks, as well as trade and other receivables and
available-for-sale fi nancial investments.

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 extemal assessment in accordance with hmits set by the dfectors. The
amounts prcsented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior
expcrience and thcir assessment of the current economic environmcnt.

The carrying amount of financial assets recorded in the financial statements
representing the cntity's maximum exposure to credit risk without taking account of the
value ofany collateral obtained is made up as follows:

l0
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CATANGA COMNIUNITY WATER SC[IEIVIT

Annual Ilcports and ['inancial Statcnrents
For the year endcd June 30, 2020
NO'IES 'l'O 'l'llti FINANCIAL S'l'A'l'liMItNl S (Coutinucd)

18. FINANCIAL IUSK MANAGMBN'I (Continucd)

The customers under the lully perlonning category are paying their debts as they continue
trading. The crcdit risk associated with thosc rcceivables is Ininirnal and thc allowance for
uncollcctible amounts that tho company has recognised in the financial statements is
considered adequate to cover any potcntially irrecoverable amounts.

The board ol directors sets the conrpanv's credit policics and objectives and lays down
parameters within whrch the various aspects ofcrcdit risk uranagemctrt are operated.

ii) Liquidity risl( maragement

Ultimate responsibility for liquidity risk management rests with the entity's dircctors, wlro
have built an appropriate liquidity risk managenent framework for the tnanagement ol the
cntity's short, rnedium and long-term funding and liquidity managcment requirements. The
cntity manages lkluidity risk through continuous monitoring of forecasts and actual cash
llou's.

Thc table below rcpresents cash llows payablc by the company uudcr non-dcrivativc
financial liabilities by their rcmaining contractual tnaturities at the repofling date. Tlrc
amourrts disclosed in the ttrble are the contractual undiscr.runted cash flows. Balances duc
within l2 months cqual their can'ying balances, as thc impact of tliscounting is Irol
significant.

il
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GATANGA COMMUNITY WATER SCHEME

Annual Reports and Financial Statements
For the vcar endcd June 30.2020
NO-I'ES TO TIIE FINANCIAL STATIMENI'S (Continucd)

18. FINANCIAL RISK IVtANAGIiMEN'I (Continucd)

(ii i) Markct risk

The board has put in place an internal audit lirnction to assist it in asscssing the risk faced by
the entity on an ongoing basis, evaluatc and test the design and effectiveness of its internal
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 rvill affcct lhe entity's income or the value olits
holding of financial instruments. The objective oImarket 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
Cornmittee.

The company's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and lor the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or lhe nranner in which it
manages and measures the risk.

32
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Allllual llcports alld nillanci1rl Statentcltts
For the year endcd June -10, 2020

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

INCOPORATION

The cntity is incorporated in Kenya under the Kenyan Trustee Act and is domiciled in Kenya.

EVENTS AFTER THE REPORTING PERIOD

There were uo nraterial adjusting and non- adjusting events after the reporting period.

CURRENCY

The financial staternents are prescnted iu Kenya Shillings (Kshs).

i3
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The following is the summary of issues raised by the extemal auditor, and management comments thatwere provided to the auditor. We have nominated focal persons to resolve the vaiious issues as shownbelow with the associated time frame within which we expect the issues to be resorved.

Iror the year ended June 30,2020
APPENDIX l: PROGRESS ON FOI,LOW UP OF AI'T) ITOR RECOIVIMENDATIONS

Mr. G
Njoroge- M.D

2

o lnton

Basis of
qualified

Revision of
financial
statements

Financial stalement was
revised as recommended

Wilson
Mwangi-

Accountant
Resolved done

)

There was
non-revenue
water of 54o/o

The system that we
opcrate is dilapidated and
we have made several
proposals to Athi Water
for llnances and also we
have customers who are
unmetered and we have
written proposals also lor
fund in

Mr. G
Njoroge-
Managing
Director

resolved Continuous

Basis for
co nclrrsion

Personnel over
expendifure
above required
rate of 40o/o

'fhe system is dilapidated
and require a lot casual
labour to lnaintain which
is lorming substantive
part of the personnel cost.
As the trust increase its
operation and the projects
in place start giving
economic benefit the
trust will reduce

ersonnel cost.

Mr. G
Njoroge- MD In progress

Spending of
customer
deposit

The Trust has the
approval of the board and
the is also a standing
order of Kes. 100,000
cvery month to repay the
lnon

rcsolved

-14
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Annual Reports and Financial Statcmcnts
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Sanrucl Mugo

- pfocurement
olficer

Cirai;

rcsoivcd

M.D Boaltl

Coutroi oli
nunagcmcnt
of leplaced
water fitting
anJ pipes

The Trust spent an

amount of Kes.

| ,034,594 on repair and

[raintenance ol'walcr

systern. During ii'.e i'car

undcr revierv ihc 'I rust

followed the laid down

procedure lionr

requisitiou of thc rvatcr

fitting and pipes until

they are issued.

Watcr fitting and pipcs

were issued through thc

Issuc Voucher (liomt

S1 l). 'fhc docutnctrts

were provided at tirc tilne

of Audit rvhich clcallY

indicate proper

proceclures we re being

followctl.

l

un,"..l.Slslas*
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