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I . Acronyms ancl Glossary of Tcrms

ICPAK

IFRS

MD

PFM

PSASB

WASREB

Institute of Certified Public Accountants of Kenya

International Financial Reporting Standards

Managing Director

Public Financial Management

Public Sector Accounting Standards Board

Water Services Regulatory Board
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2. l{ey Entity Infornration

Background information

Naromoru Water and Sanitation Company was established by the Companies Act of Parliament Cap

(486) on 3Oth July, 2012. Al County level, the Company is represented by the County Executive

Committee Member responsible for water and sanitation, who together with the board of Directors are

responsible for the general policy and strategic direction of the Cornpany. The Company is domiciled

in Kenya and has one office in Naromoru Town, in Kieni-East Sub County.

Principal Activities

The principal activity of the Company is to provide Water and Sanitation Services to residents of

Naromoru Town and its imrnediate environs in Nyeri County and lower parts of Lamuria Location in

Tigithi Sub-Location in Laikipia County.

Mission

"To ensure provision of quality, affordable, Reliable and Sustainable Water and Sanitation Services

by operating and maintaining Water and Sanitation facilities

Vision

"To be a model water service provider in Nyeri County and in Kenya"

Core Values

. Team work

. Innovations

. Professionalism

. Integrity

. Customer Focus

lll



,

Naromoru lVatcr and Sanitation Company Ltcl
Annual llcport and Financi:rl Strtenrents for the year encled June 30, 2023

I)irectors

The Directors who served the entity during the yearlperiod were as follows:

l. Eng Eliud Kiura Gicheru - Chairperson - Appointed on.....29th Ju1y,2022

2. Rev. Francis Nderitu Wothaya - Director - Appointed on . . .. I 5th May,20l6

3. Mrs.Naomi Waitherero Githin - Director - Appointed on ....15th May,20l6

4. Mrs.RachaelWangui Muturi -Director -Alternateto...l5thMarch,2019

5. Ms. Pauline W. Ndegwa -Director - Appointed on ....19th Oct,20l9

6. Dr. Nyoike Wam,,vea -Director - Appointed on ....16th Jan,2023

7. Mr. David Wambugu Gathuku -Director - Appointed on ....7th July,202l

8. Ms. Gladys Njeri Warugongo -Managing Director - Appointed on ....30th July,202l

9. Mr. Richard Gikuhi Kiana - Company Secretary

Company Secretary

Mr. Richard Gikuhi Kiana

Kimathi Street, Kang'aru Annex Building

P.O Box 271-10100

Nyeri .

KENYA

Registered Office

Naromoru Town, Kanyua Building

Hospital Road.

P.O. Box 234-10105

Naromoru, KENYA

Corporatc Headquarters

Naromoru Town, Kanyua Building

Hospital Road.

P.O. Box 234-10105

Naromoru, KENYA

lv
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Corporate Contacts

Telephone: (254) 79ll 5 I 094

E-mail: narowasco@gmail.com

Website : www.naro moruwater.co.ke

Corporate Banl<crs

Naromoru Water and Sanitation Company Limited

Kenya Commercial Bank

P.O Box 393-10105

Branch- Naromoru

Independent Auditor

Auditor General

The Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084cPO 00100

Nairobi, Kenya

Principal Legal Advisers

The Attorney General

State Law Office, Harambee Avenue

P.O. Box 401l2

City Square 00200

Nairobi, Kenya
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3. Thc lloard of Dircctors

Eng. E,tiud Kiura Gichcru

Professional Engineer registered by Engineering Board of Kenya (A 2557), Memt

Institute of Engineers of Kenya (M-3806), Holds a Bachelor of Science Agricultur

Engineering (Soil Water (1996) from Egerton University, Diploma in Agricultute

Engineering Power and Machinery from Egerton College (1981).Has over 40year:

experience in Engineering works. Represents Institute of Engineering of Kenya.

Currently the chairman of the BOD.(64yrs)

Mr. David Wambugu Gathuliu

Holds a Bachelor of Arts (Economics)h'om Egerton University (1991), Post Gradr

Diploma (PGDE)- Catholic University of East Africa (1996)

Diplon-ra in Senior Management (KEMI-2009)

Has over 30 years' experience in the Education Sector as Curriculum Implemente

Administrator.

Ile is currently The School Principal at Matu Secondary School in Murang'a (55y

Revered Francis Wothaya Nderitu

Holds a Diploma in Bible and Theology from Machakos College of Theology.

Currently, he is the Revered in-charge Africa Inland Church-Naromoru. He is the

Chairman of Pastor's Fellowship in Naromoru.(40yrs)

Ms Gladys Njeri Warugongo

Holds Bachelor's degree in Business Administration (Finance) from Kenya Methr

University

She also holds a Professional Certificate in Cerlified Public Accountants (CPA) t

KASNEB

Has worked in Tetu Aberdare Water & Sanitation Company (TEAWASCO) as an

Accountant Assistant for seven (7) years and has worked with NAROWASCO as

Commercial Manager and Head of Commercial Department for (7) years. Currenl

is the Managing Director for Naromoru Water & Sanitation Company. (40yrs)
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FCS Richard I(.

Gikuhi is a Certified Secretary and a Fellow of the Institute of Certified Secretarie

Kenya (ICPSK) Reg No285. He is an Accredited Governance Auditor, holds a Mr

of Business Administration Degree with a major in Strategic Management from N

University and an Advanced Practical Course in Management of Urban Developn

from Birmingham University.

He is currently the Managing Partner at Gikuhi Kiana & Company, Certified

Secretaries. For over 25 years he has worked with various Water and Sanitation

Companies as a Company Secretary and advises in tl.re area of Corporate Governa

His stint at the European Union contributes to his knowledge in Project Managem

and Capacity building. (67yrs)

Mrs Naomi Githinji

She is an "A" level holder at Star of the Sea High School. Holds a Diploma in Ele

Engineering at Kiambu Institute of Science and Technology.

Currently, she is a businesswoman running an electrical worksl.rop in Naromoru (,

Ms Pauline W. Ndcgrva

Holds Bachelor of Arts (Cultural Studies Moi University) 2003

work experience;Chief officer- Water and Irrigation Services 2019-2020, Chief C

Governor's office 2018-2019, Chief Officer Public Service Management 2018,Su

Cor.rnty Admin 2015-2018, Ward Administrator 2014-20l5,Project, Director -

Compassion International Kenya 2008- 2014, Social Worker - Compassion

International Kenya2006-2008, BOM Teacher Bingwa secondary school 2005-2t

BOM Teaclrer Witima Secondary school, Othaya 2003-2004(44yrs)

Dr. Nyoike Wamwea; PhD

(Economics) Finance Macroeconomis, Masters of Arts in Economics (First Class

Agriculture Economics, Bachelor of Arts in Economics (First Class) Masters of I
the Intemational Studies, Public Finance Management IMF Institute Washington

Microeconomic Policies and Management Harvard University Special Advisor ar

Director. Performance Based Management and Measurement Governor Unit Nye

County. (69yrs)
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Ms Rachael Wangui Muturi

Holds a Diplorna in Farm Managernent from Egerton University, 2006. Has worke

a l)ivisional Environment and Land Managernent Officer in Kieni East and as an

Agricultural officer in Kieni East Sub-County since 2010. She is currently serving

Ward Agricultural in charge of Thegu River Ward.

She represents women group in the Board of NAROWASCO (40yrs)

vllt
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4. Key Management Team

Ms Lydiah Wangu Kiara

Holds a Diploma in.Water Engineering frorn Kenya Water Institute.

Has worked in the Northern Water Services Board as an Engineering

Assistant in the office of Planning & Design for 2 years, Project Manager

Likii Water Resources Users Association for Community Development

Trust Fund for 3 years. Previously worked as a Road Inspector for Kieni

East and West Sub- County in Nyeri County for 4 years.

Has also been a Private Consultant in the Water Sector for a period of I

year

She is currently the Technical Services Manager for NAROWASCO

Ms Gladys Njeri Warugongo

Holds Bachelor's degree in Business Administration (Finance) from

Kenya Methodist University

Sl.re also holds a Proflessional Certificate in Certified Public Accountants

(CPA) by KASNEB

Has worked in Tetu Aberdare Water & Sanitation Company

(TEAWASCO) as an Accountant Assistant for seven (7) years and has

worked with NAROWASCO as the Commercial Manager and Head of

Con.rmercial Department for (7) years. Currently she is the Managing

Director for Naromoru Water & Sanitation Company

Mr. Lincoln Mrvangi Ngumi

K.C.S.E, CPA (K) Registered with ICPAK . More than thirteen years

(l3yrs) ofwolking experience. He ensures that all financial resources of

the company are well managed and fully accounted for and reported

efficiently.

He is currently the Commercial Manager Narowasco.
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Mr. Bric Karol<i Maina

CPAK and registered with ICI'AK, More than eight year of working

experience. He ensures the company assets are safeguarded and resources

efficiently utilized. He also liaises with the External Auditors to facilitate

the process ofeasy flow ofsuccessful Audit. He is currently the Internal

Auditor Narowasco.
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FCS Richard K.

Gikuhi is a Certified Secretary and a Fellow of the Institute of Certified

Secretaries of Kenya (ICPSK) Reg No285. FIe is an Accredited

Governance Auditor, holds a Master of Business Administration Degree

with a major in Strategic Management from Moi University and an

Advanced Practical Course in Management of Urban Development from

Birmingham University.

He is currently the Managing Partner at Gikuhi Kiana & Company,

Certified Secretaries. For over 25 years he has worked with various Water

and Sanitation Companies as a Company Secretary and advises in the area

of Corporate Govemance. His stint at the European Union contributes to

his knowledge in Project Management and Capacity building
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5. Chairman's Statement

I am happy to report that 202212023 was a successful year for the company despite the company

losing our Technical Manager on 26th May,2023.

International Scene

World real GDP contracted by 4.2 per cent in2023 compared to a growth of 2.7 per cent in 2022. Real

GDP in Advanced Economies is estimated to have contracted by 5.8 per cent in the period under review

compared to 1.7 per cent growth in 2023. This was due to accelerated collapse in economic activity

driven by sharp declines in demand and supply ofservices. Sub Saharan Africa economies contracted

by 1.9 per cent in 2023 compared to a real GDP growth of 3.2 per cent in 2022. East African

Community (EAC) real GDP contracted by 0.2 per cent in2022 compared to a growth of 6.2 per cent

recorded in2023.

Global inflation eased from 3.5 per cent in 2022to3.2 per cent in2023largely due to significant decline

in oil prices. World trade volume contracted by 10.3 per cent in2023 compared to 1.0 per cent growth

in2O22. World current account surplus as a percentage of GDP narrowed from 0.5 per cent in2022to

0.2 per cent in 2023. This was mainly attributed to weak external demand and decline in oil prices.

Global employment levels deteriorated substantially during the review period. Unemployment rate

stood at 6.5 per cent in 2023 from 5.5 per centirt2022.

Economic Performance

Real Gross Domestic Product (GDP) is estimated to have contracted by 0.3 per cent in 2023 compared

to a growth of 5.0 per cent in 2022. The contraction was spread across all sectors of the economy but

was more dismal in accommodation and food serving activities, education, professional and

adrninistrative service activities. Agriculture, Forestry and Fishing activities were horvever more

vibrant in2023 despite a contraction in global dernand in2023. The sector grew by 4.6 per cent in 2023

compared to 2.3 per cent groMh in 20lg.Manufacturing sector growth slowed down from 2.8 per cent

in2022 to 0.2 per cent in 2023. Despite most sectors recording contraction in groMhs, the economy

was somewhat supported by accelerated growths in agricultural production (4.8 per cent), construction

activities (l1.8 per cent), financial and insurance activities (5.6 per cent) and health services activities

(6.7 per cent).

Agriculture remained the dominant sector, accounting for 23.0 per cent of the total value of the

economy in2023.Industry related activities accounted for 17.1 per cent of the total contribution in

GDP growth in the same period. Nominal GDP increased from KSh 10,255.7 billion in 2022 to KSh

10,753.0 billion in 2023. Similarly, gross domestic expenditure at current prices increased from KSh

11,123.0 billion in 2022to KSh 11,667.7 billion in 2023. Gross National Disposable Income increased

x1
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from KSh 10,630.4 billion in 2022to KSh 11,100.4 billion in 2023. Gross dornestic product per capita

in constant prices however declined from KSh 183,664.1 in2022to KSh 179,021.6 in2023.

Water and Sanitation Subsector Overview

Access to safe water and sanitation is a human right. Govemments are the duty bearers of the

progressive realization of this right in their jurisdictions. Kenya, under Sustainable Development Goal

6, has cornmitted itselfto achieve by 2030 universal and equitable access to safe and affordable rvater

for all; access to adequate and equitable sanitation and hygiene for all and an end to open defecation,

paying special attention to the needs of women, girls and those in vulnerable situations. Against the

above background, the 202212023 Water Service Regulatory Board (WASREB) impact report issue

no. 13 indicates that at the national level, sanitation coverage improved from 81% in202ll22 to 88%

in 2022123 but water and Sewerage coverage declined from 59o/o to 57Yo, from 170/o to 15oh

respectively.

As is typical in depressed economies, disposable incomes in the whole world continued to decline

resulting in reduced consumers spending. This greatly constrained our volumes and hindered groMh

in tumover during the year under review. Despite the very diffrcult economic conditions the Company

water bilf ing increased from Kshs 13,126,100 in202l-2022 to Kshs 13,236,035 in2022-2023.

The company will strive to provide a 24 hours Water and Sanitation Service and I believe this position

shall be achieved in our expansion programmes.

Our effort to grow and improve as a company would not be possible without the leadership of the

County Goverrunent of Nyeri, Board of Directors, Tana Water Works Development Agcncy, thc

Management, our esteemed customers, Sub County Water Officer- Kieni East and Water Sector Trust

Fund (WSTF).

The results presented in this report would not have been achieved without the support ofthe directors

and for this I wish to thank my colleagues in the board.

On behalf of the board, I wish to record our gratitude to our consumers for their continued loyalty and

support and to all our employees in the company for their hard work and dedication without which the

results would not have been possible.

We urge all the stakeholders to maintain and enhance the support and collaboration with our clarion

call being 'Water for All' with respect to access and 'Al1 for Water' from responsibility point of view.

\L
Eng. Eliud Kiura Gicheru

CHAIRMAN _NAROWASCO

l'3s 2oat\ xlr
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6. Report Of the Managing Director

One of the main principles of the Water Act 2002 and Water Act 2016 was that Water and Sanitation

Services were to be managed at the lowest level possible. In line with this principle the Ministry of

Water, Natural Resources and Irrigation transferred the provision of Water and Sanitation Services to

Water Services Boards with effect from July 2005. The Water Act 2002 stipulates that the Water

Service Boards shall contract agents, known as Water Service Providers, (WSP) for provision of

Water and Sanitation Services. Under the new constitutional dispensation and Water Act 20 16, Water

and Sanitation services are functions of the County Government. Therefore, Narowasco is an agent of

County Government of Nyeri.

History and Legal Establishmcnt

In compliance with the above Water Sector Reforms Act, Naromoru residents registered Naromoru

Water and Sanitation Company. The Company was incorporated under the Companies Act

(Cap.486) and that the Company is limited by Guarantee on 30th July 2012 (Certificate of

Incorporation for the Company No. CPR/2012/79833.) The Company's mandate is to be responsible

for the provision of Water and Sanitation Services in Naromoru and its environs as mandated under

Water Service Provision Agreement in accordance with section I I 3 of the Water Act 2002 by Tana

Water Works Developrnent Agency.

NAROWASCO as a Company has been given the responsibility to take charge of the Managernent of

all the assets that were previously under the Management of both Ministry of Water and Irrigation

and County Council of Nyeri. Over the years all the existing water systems handed over to the

Company have passed their ultimate design period, and in the process tlley have been dilapidated and

outlived their economic life. Hence, they need to be rehabilitated and augmented.

In order to be able to achieve sustainability there is need to develop and implement the infrastructure

involving various components. However, these undertakings requires huge amount of money which

is beyond the capability of the Company to generate internally, therefore demanding external

funding.

In view of the above, the company is working closely with Nyeri County Government, Tana Water

Works Development Agency, Water Sector Trust Fund and Sub County Water Office in developing

capital works.
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Dcvelopment Plans

The Company has earmarked to undertake the following activities in our future developn.rent

programmes.

{ Improuement of water quality by completing a conventional treatment plant which is almost to

completion

{ Constructing of storage facilities/reservoirs including rehabititation and augmentation of existing

water systems.

{ Water Catchment conservation and protection programme.

{ Construction of oftice block.

Construction of sewerage system for waste water disposal

I'roject Proposal

For the pllrpose of improving service delivery at the same time achieve sustainability thete is an

urgent need to augment the existing systems thror-rgh developrnent oIthe infrastructure by

implementing the activities outlined in the company's project proposal document.

Water Catchment Conservation

The company has joined hands witll other stakeholders concerned in planting indigenous trees in the

water Catchment area.

Financial Status.

In tlre financial year 202212023 the total tumover for water sales rvas Kshs 13,236,035. An increase

from Kshs 13,126,100 financial year202l12022

Staff

The cornpany has 24 employees: - All are recruited by the Board of Directors. The company aims to

develop policies to enable it recruit its own staff guided by the transfer plan. The ultimate goal is to

make the company an enterprisir.rg entity. In this regard the company has in place Human Resource

Policy and Procedure manual that includes health and safety, work injury benehts HIV/Aids

awareness to enable staff deliver services.

Gratitude

I would like to take this opportunity to thank County Government of Nyeri, Tana Water Works

Development Agent, Sub County Water Officer Kieni East Sub County, Water Sector Trust Fund and

xlv
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NAROWASCO Board of Directors for their support during the year, also our esteemed customers

and our suppliers who lvere all instrumental to our success this year. I am also grateful to our staff for

their commitment and effort in striving to ensure the company meets its objectives.

Conclusion

With the implementation of Vision 2030 there is great demand for water supply in all sectors

contributing to economic development. This is a great opportunity for the company's bright future

that depicts a company as a going concern. The company therefore, strives to meet the ever growing

water service demand.

Ms.Gladys Nj eri Warugongo

MANAGING DIRECTOIT

xv
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T.Statement Of Performance Against Precletermincd Objectives for FY 202212023

.Naromoru Water and Sanitation Company has strategic pillars/ thernes/issues and objectives within

the curretrt Strategic Plan for thc F'Y 2022-2023 FY. These strategic pitlars/ themes/ issues are as

follows:

. Metering

o Revenue Collection

r Non- Revenue Water

o Water Coverage

Naromoru Water and Sanitation Company develops its annual work plans based on the above 4

pillars/Themes/Issues. Assessment of the Board's performance against its annual work plan is done on

a quarterly basis. The company achieved its performance targets set for the FY 202212023 period for

its 4 strategic pillars, as indicated in the diagram below:

Metering

102.66.,1,

Metering 100% metering Increase Itevenue Metering programme

Procured customer meters 90

No worth Kshs.156,600

Revenue

Col lection

95oZ and Above Meet Obligations

when they fall

due.

Collcction cfficicncy

Non-Revenue

Water

I{educe NRW To attain the

sector Benchmark

of below 25%

I . Procurement of meters

for new watel connection and

replacing malfunctioning ones

2. Recruitment of NRW

Staft'.

3. Application of GIS in

n.rapping our inflastructure

network.

xvl

Strategir

I'ill:rri-l h i:me/lss

()h.icctir e K")

I'c rfoi'nr:rn ce

I nd ic:rtors

.\ctivities l.ih icvenr



Training and bench

marking with other

companies-NYEWASCO

Water Coverage

Area

To attain 100%

coverage

Pipeline Extensions in

Kandara Ngutik Scherne
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8. Corporate Governance Statcment

Naromoru Water and Sanitation Company limited is comuritted to operate under a clear governance

framework and strongly adheres to sound management and contlol practices.

Tlre Company is committed to er.rsuring compliance with the provisions of Water Act2002 and Service

Provision Agreernent granted by Tana Water Works Developrnent Agency among other regulatory and

supervisory corporate governance requirements.

Iu ensuring that corporate governance is enhanced and that the power of Naromoru Water and

Sanitation Company lirnited is exercised in the stewardship of the colnpany total portlolio of assets and

resources with the objective of maintaining stakeholder value, the Boards of Directors have constituted

the following committees :

r Finance, Administration And fluman Resources

. Risl< And Audit Committee

. Technical Committee

These committccs met in the year under revierv on the follorving occasions:

Succession planning;

To effectively plan and execute a seamless implen.rentation of the board mandate, the board in tl.re year

uuder review implemented recruitment of substantive HR and Administration Manager.

xviii

S

N.O

Datc Mceting Dcscription No. Of

Members

I 2910712022 FULL BOARD MEETING 9

2 1910812022 FINANCE,ADMN&HUMAN RESOURCE COMMITTEE 5

-t 09109t2022 FULL BOARD MEETING 9

1 15109t2022 IIINANCE,ADMN&[{UMAN RESOURCE COMMITTEE J

5 2310912022 IIULL BOARD MEETING 7

6 0610112023 FINANCE,ADMN&HUMAN RESOURCE COMM ITTEE J

7 20101t2023 IIULL BOARD MEEl-ING 8

8 14104t2023 COMMERCIAL MANAGER & INTERNAL AUDITOR

INTERVIEWS

l1

9 12105t2023 FINANCE,ADMN&HUMAN RESOURCE COMMITTEE 4

10. t9/05t2023 FULL BOARD MEETING

I t. 6106t2023 SPI]CIAI, IIULL BOARD MEETING

1
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The company has implernented the board charter, which defines the roles of the board. The board

undertakes an annual evaluation of the board performance in line with the Charter and realigns itself to

meet its mandate.

The company Memorandum and Articles of Association have defined the process of appointment and

removal of directors. The MAA recognizes the role of stakeholders in effective appointment and

retirement of directors. As a Policy the company recognizes the need for gender balance in appointment

of board. The company undertook a review of tl-re MAA to align it with the changes of the company

ACT 2015 and Water Act2016. This is stressed in the advertisement & filling the position of the Board

of Directors where women and Persons Living with Disability are encouraged to apply.

The Board of Directors has ensured that proper management structures that maintain integrity,

reputation and responsibility are in place.

The major roles of the BOD is to protect and promote the interest of the organization and this includes;

l. Taking due care ofasset and liabilities ofthe organization.

2. Oversight role: the BOD is responsible for policy matters and major undertakings.

3. The Board of Directors have a fiduciary relationship to treat the organization as its own and

take prudent measures to grow tl.re organization

I. Board appointments are transparent and competitive so as to ensure the public served has an

opportunity to participate in decision making in service delivery that affects them.

2. Vacant positions are advertised in the media and on the website of the company and the criteria

set out by WASREB is used.

3. An ad hoc nominating committee of the board of directors comprising coLlnty and select

committee from two or three primary/key stakel.rolders normally assess applications and

ensure that not only is the Leadership and Integrity criteria met but shall perform a background

check to ensure the candidates add value to the entity.

4. The select committee receives the applications, vet them to ensure that they comply with the

Fit and Proper Test plus the eligibility criteria and where necessary conduct interviews.

xtx
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5. The Report of the selection cornmittee is submitted to the stakeholders who is required a'

stakeholders and function owner to ensure that only persons who add value to tl're con.rpany

are appointed.

6. The Fit and Proper Test Form must be filled by all applicants and appointees.

7. The copy of the Fit and Proper Test Forms of each of the appointed directors is sent to

WASREB.

B. A letter of appointment issued by the county secretary that adheres to the articles ofassociation

of the cornpany is given after ratification of names of the accepted directors at annual general

meeting by the stakeholder.

9. The letter contain a termination clause on poor performance and misconduct and ensure that

it captures that unless the board is retired due to poor performance a third of the membels shall

retire every year frorn the third year.

I 0. Board members serve a maximum of six (6) years based on the approval of the stakeholder

and on perflormance issues.

I I . Before a board member begins to serve he must be inducted in governance training customized

for the water services sector and sign a code of ethics based on the Leadership and Integrity

Act2012 and the Public Officer Ethics Act 2003.

l2.The list of ratified board members and the stakeholder group they represent shall be

rl.raintained or.r the website of the company and shall be communicated to WASREB.

Roles ancl Functions of the Board of Directors

l.Appointment of the CEO

2. Formulation of Strategy and Values

3.E,valuating the company performance

4.Ensuring Balance of Power

5.Enhancing a smooth relationship with Stakeholders

Induction and training

Dnring tlre year 202212023 that is under review, Induction of the Board of Directors was held from 9tl'

to I ltl'November 2022.
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Couflict of interest

During the llnancial year. cndcd Junc 10. 2023 there was no iutercst declared or registered in any of

the conrurittee or the Boarcl ol'Dilcctols.

Board remuncration

The courpany opel'.ltcs iu a regulated sector. To provicle efficicnc1, trnd act as an incetrtive to inrprove

perftrlmance at ovclsiglrt lel'el. tlrc liniit lbr sitting allowance and other expenditure ol the tsoard of

Directors anrl its conrruittces is capp.ri at thc higher of 5%n o1'the tlrrilover or Kshs 4 million per annum.

Ethics and conduct

The Boald ol'Dircctors has identified Internal ancl Extemai stakeholtlers on u4rich they agree in policy

on how to relate to theru especialll' relation to appcinting tire Directols and monitoritrg the pertbltnance

of the conrpan-v-. All dircctors arc signatolics to thc codc oi'conduct ti,a1 gtrides them iu operations.

I3y order oIthe l]oarcl

For and on its behirll

@-',.J" " un,. ,5e \l laqrt
Ms.Gladl'.s N.i cri \\'alugtrngo

MANACIN(; DIITECTOIT

NAITOMOITTI WATTiIt AND SANITATION CONIP.\NY

\\l
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9. Management Discussi<rn antl .4nalysis

TIle Managenrent's Discussion tincl Analysis ol'Financirl condititru and lesult of crpcrating plovides

inf(,rlnation that nranagcrlcnt beli,:r'csr is rt:lt:r.'ztnt I.o an a-(scssriterri :r.tl trnde rstanclir.r.r of thc llnancial

condition and rcsulttt olopt:ratiorrs ol'Narc,nrortr \vntcl ancl Sanitalion ('ourponv l.irnited. 'this shoulcl

bs l'cad itr conlurrctiott w itlr the (,'onrpanr,'s F-inarrcial Slatcrlrcnts ancl re:latcd rrotcs lbr the y,ear endecl

.l0rr'Jurtc 1013. u'lriih itrri l)i'(-'r)llc,.l i,r iic,:'rrtla',.c',^,ith lnlcr'nirtioual Financial Reporting Standards

(l H{S ). I'olicir's ancl bcsr praclicc:i.

I'hc coruparty has compliecl u'ith statutorv requirerlrcllts inclr.rdinp [),r't-.sion. NItlF. NSSF and payurent

oltaxes. -l 
lrc taxes renrittcd ttr KIiA !nclucles Witlttrolcling and colpolalior taxcs.

NAROWASOO's Billirrg, Rcvenue and flcbt posiriol:

Yca r Total Biiling Total

Itevenue

(lollectio n

Outstanding

[)cbts

201712018 9.177 .97() 9.9-lti.3(;9

20I 8i:019 I i-(r2i.3(r8 I 2.15.1 2(i0

11.376 646 t0.4li().57ti

i 2. r 80.815 r2.880.03i

E.126.100

1.1.2i(r.0i,s i.l.()()6.()6(i l.(ltt-5.1 i I

20 r 9i2020

2010i2021

202U2022

20221)023

t"894.606

2 t06 298

?.i(r0.1 77

i.30i.487

t-i.972.tt7ti 1"e 10.784

x:i
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II

I

L



Naromoru Watcr and Sanitation Company Ltd
Annual Report and Financinl Statcmcnts for the year cnclcd .Iunc 30,2023

CONNECl'ION

Yea r
Registered

connections

Active

connection

Inactive

connection

Nerv rvatcr

connections

2017 /2018 1625 1460 165 414

201812019 1865 1 661 204 240

20t9/2020 1792 208 135

2020/202r 2t99 2019 r80 199

202U2022 2464 2190 265

202212023 2542 2245 297 78

Challenges Faced During the Year

During the year, the company experienced the following challenges during implementation of the

fi nancial management process.

Area

operation

of Challenges Intervcntions

Transport Lack of enough

rnedium of

Transportation

of ernployees

and materials

The Company reqr"rested for a motor vehicle from Tana Water Works

Development Agency.

Drought Lack of enough

water for

supplying to the

customers.

Equitable water distribution was employed to ensure the little

commodity was shared among all consumers

xxt lr
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Major risl<s facing thc orgnnisation; the follorving matrix reprcsents the rislis facing the company

and the mitigating f:rctors.

Mitigntion Mcasurc

Eff-rciency in resource utilization through Proper annual work

plans & budgets. Documentation and reporting on resource

utilization.

Increase generation and collection efficiency

' Build Capacity-Trainings, Personal development

' Enhance staff incentive programs like payrnent of bonuses

' Improvement of working environment

-Commer.rdation letters and certificates

'Negotiate with custorners on Part payment nrodalities

Tirnely disconnection of defaulters to manage accumulation of

debts

' Engage debt collectors

'Liaison with other agencies e.g. County Government of Nyeri,

Debt policy

Build storage facilities

'Participation in Conservation of the environment

Create public awarelless

Good colporate governance

Building strong ethical practices

Enforce/ invoke the law

Creation of public awareness

Provision of reliable treated water supply

No. llisli Iiacto r Level Of

Risk

(i) Inadcquate

resoufces

Mcdium

(i i) Stafftumover Mediun.r

(iii) Consurners

huge debts

with High

Climate Change FIigh

( ) Corruption

(ui) Irrigation,

boreholes

wells

and

Medium

xxtv

(iv)

Low
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(vii) Safety of valves Mcdiun.r

installations

Secure the valves by cementing.

Sensitize the community on the need of ownership

' Enhance cornmunication through improving medium /channels

of communication

' Regular open staff meetings

' Cultivate the good culture through sticking to the chain of

command.

Set the performance targets

10. EnvironmcntalanclSustainabilitylteporting

y' Sustainability strategy and profile -

The Company main goal is to be self-sustaining; this can only be achieved through collectior.r

of revenue at optimal level to cater for operations and nraintenance, personnel costs and any other

incidental costs that may occur during day to day rur-rning of the Company. Strategies must be put in

place for a Company to continue being a going concern. During the year under review the company

budget was to increase the customer base by installing 255 new connections, in its area of supply. The

Company equally has to consider cost benefit analysis while coming up with methods of collecting

revenue and cost of supplying water services to the customers.

The Company introduced cashless mode of Revenue Collection, which is effective and reliable.

Provision of water is through gravity, which is very economical since no power is required, equally

water is abstracted from Aberdare forest where pollution is minimal.

i0 Environmentalperformance-

Environmental Perforrnance indicators condense data into relevant information that allows

monitoring, target setting, tracing performance improvements, benchmarking and reporting.

Environmental Performance indicators supply the operational level as well as top management with

the information required for decision-making. The Company has been conserving the environn'rent

through planting trees to protect water catchment areas and preventing soil erosion. The Company has

also constructed gabions along the intake to preserve our abstraction point from landslides and erosion.

(i*) Cornrnunication

breakdown

Medium

x( ) Evaluation

overall risks

Medium

XXV
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iii) [,mployeervel[are-

1'he Company operates one defined rctirement benefit schemes for its employees; which is the NSSF'

for its staft'.

iv) Markct place practiccs-

a) Responsiblecompetitionpractice.

The Company's rnajor objective is to gain return on its investments and therefore benefit

financially by achieving the maximum value while leaving the customers with the feeling that

they are definitely receiving their money's worth in service and quality. To do this the

Company off'ers service at a price consistent with the customers' perception of the value

received which is friendly. The company has also been preparing tentative calendar ofevents

of the Board mceting guided by the articles and memorandum of association.Internal controls

has also be put in to place to deal with fraudulent and risk.

a

b) Ilesponsible Supply chain and supplier relations

Noromoru Water and Sanitation Cornpany Limited has been advertising its tender

through County public portal, county government website, company website and local

dailies done. Upon receipt of all tenders the company ensures that the procurement

processes are done as guided by the public procurement and disposal act 2015 and its

regulations 2022.

The company has beerr responsibly honouring contracts and respecting payment plarls.

c) Respons ible_ma rketing and advcrtisement

Noromoru Water and Sanitation Cornpany Limited has been advertising its tender and

ernployrnent vacancies via County public portal, county governnlent website, company website and

local dailies done.

d) Productstervardship

The Company has been engaging its consumers througl-r various forums, which include public barazas,

holding clinic days and open days for customers, and tl.re engaging the consumers through CSR.

There are other activities where the Company engages its consurners to safeguard their rights as well

as interests which include;-

xx vl
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. Public participation on project proposals

. StakeholdersConferences

o Conservation of catchment areas

r Demonstrating and encouraging rain water harvesting

. Customer clinic days

o Provision of Hand washing points

") Corporate Social Responsibility / Community Engagements

Naromoru Water And Sanitation Company Ltd practices Corporate Social Responsibility within its

area ofjurisdiction. Consumer within its area ofjurisdiction, the community in liaison with the office

of the assistant chief has identified persons living with disabilities.

The company has connected such identified persons with water.

The work involves:-

l. Free cost of installation for metered service lines.

2. Free water consumption.

3. Free maintenance ofsuch connections.

The company too undertook sponsorship of public health projects with Nyeri Hospice. This is

targeted for Cancer Patients and focuses on quality oflife thereby turning the end oflife into an

important time of living.

11. Report Of the Directors

The Directors subrnit their report together with the audited financial statements for the year ended June

30,2023 which show the state of the company's aflflairs.

i) Principalactivities

iD The principal activity of the Company is to provide Water and Sanitation Services to

residents of Naromoru Town in Nyeri County and its immediate environs and lower parts

of Lamuria Location in Tigithi Sub-Location in Laikipia County

xxvlt
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iii) Ilcsults

The results ofthe company for thc year ended June 30, 2023 are set out on page 1-39

sutnmary of the profit or loss made during the year.

FY2022tFY2023

Kshs

FY202U FY2022

Kshs

(1,713,581) 1,268,259

iv) Dividends

The company is limited by guarantee and does not pay dividends. Any surplus realised is ploughed

back to finance capital expenditure

v) Directors

The rnernbers of the Board of Directors who served during the year are shown on page four In

accordance with Regulation of the company's Articles of Association. retire by rotation and that

eligible offer themselves for re-election..

vi) Auditors

The Auditor General is responsible for the statutory audit of the Company in accordance with Article

229 ol the Corrstitution olKenya and the Public Audit Act 2015 in accordance to section 23 of the

Public Audit Act,2015 which en.rpowers the Auditor General to appoint ar.r auditor to audit on his

behalf.

By Order olthe Board

Namc: FCS Richard K. Gikuhi

Company Secrctary/Sccretnry to thc Board

Below is

I)atc:

xxvlll
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12. Statement Of Directors' Responsibilities

Section 164 of the Public Finance Managemenl Act,2012 and companies Act 2015 require the

Directors to prepare financial statements in respect of that Company, which give a true and fair view

ofthe state ofaffairs ofthe Company at the end ofthe financial yearlperiod and the operating results

of the Company for that year. The Directors are also required to ensure that the Company keeps

proper accounting records which disclose with reasonable accuracy the financial position ofthe,

Company. The Directors are also responsible for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company financial statements,

which give a true and fair view of the state of affairs of the Company for and as at the end of the financial

year (period) ended on June 30, 2023. This responsibility includes: (i)Maintaining adequate financial

management arrangements and ensuring that these continue to be eft'ective throughout the reporting

period;(ii)maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the entity; (iii)Designing, implementing and maintaining internal controls

relevant to the preparation and fair presentation ofthe financial statements, and ensuring that they are

free from material misstatements, whether due to error or fraud; (iv)Safeguarding the assets of the

Company; (v)selecting and applying appropriate accounting policies; and (vi)Making accounting

estimates that are reasonable in the circumstances.

The Directors responsibility for the Company financial statements, which have been prepared using

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

confonnity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act, 2012,water act2016 and companies Act 2015).

xxlx
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Statement Of Directors' Responsibilities (Continued)

The Directors are of the opinion that the Company's financial statements give a true and fair view of the

state of Company's transactions during the financial year ended June 30, 2023, and of the Cornpany,s

financial position as at that date. The Directors further confinn the completeness ol the accounting

records maintained for the Company, which have been relied upon in the preparation of the company

financial statements as well as the adequacy of the systems of intemal financial control.

In preparing the financial statements, the Directors have assessed the entity's ability to continue as a

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

Approval of the financial statements

The cornpany financial statements were approved by the Board on _30t1'September_2)23 and signed

on its behalf by

E-..*-s I G,.qte&-r
Name: fr\t*g {JLv"t J'

\i
Chairperson of the Board Irlanaging Director

Date .-i{\.Date: -1t' I\

xxx

I

R..,
Nam\:

G\n +
3:\\*r+x \
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GE'{ERAL

l. n hunt i ng fu < otrntu l,i l i t.t,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. 8ox loo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON NAROMORU WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Acl,2O12 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Naromoru Water and Sanitation
Company Limited set out on pagds 1 to 90, which comprise the statement of financial

Report of the Auditor-General on Naromoru Water and Sanitotion Company Limiledfor the year ended 30June,2023
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position as at 30 June, 2023, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statenrent 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 allthe information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Naromoru Water and Sanitation Company Limited as
at 30 June, 2022, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards, and comply with
the Water Act, 2016, the Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Unconfirmed Inventories Balance

The statement of financial position reflects inventories balance of Kshs.2,370,277 as
disclosed in Note 28 to the financial statements. However, the balance excludes an
inventory of treated and raw water (volume of Water stock that is produced/work in
progress but held within the distribution infrastructure) of undetermined value. This was
contrary to the lnternational Accounting Standard (lAS) 2 on inventory, which provides
that an entity shall disclose in the financial statements the accounting policies for
inventories, the total carrying amount of inventories and the carrying amount in
classifications appropriate to the entity, the carrying amount of inventories carried at fair
value less costs to sell, and the amount of inventories recognized as an expense during
the period.

ln the circumstances, the accuracy and completeness of the inventories balance of
Kshs.2,370,277 could not be confirmed.

2. lnaccuracies in the Financial Statements

Review of the financial statements revealed the following anomalies:

i. The statement of profit or loss and other comprehensive income reflects operating
revenue amount of Kshs.14,112,235, while the statement of comparison of budget
and actual amounts shows a corresponding amount of Kshs.13,236,035, resulting in
a variance of Kshs.876,200. As disclosed in Note 6 to the financial statements, the
variance relates to sewerage services (Kshs.706,500) and billing for other services
(Kshs.169,700) and is included in the other gains amount of Kshs.2,861,508 reflected
in the statement of comparison of budget and actual amounts. Further, the statement
of profit or loss and other comprehensive income reflects other income and finance
income amounts of Kshs.1,954,950 and Kshs.30,359 respectively, which are also
included in the other gains amount of Kshs.2,861 ,508. However, Management has not

Report of the Auditor-General on Naromoru Water and Sanitation Company Limitedfor the year ended 30 June, 2023
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explained why sewerage services, billing for other services, other income and finance
income were classified differently in the two (.2) financial statements.

ii. The statement of profit or loss and other comprehensive income reflects general and
operations expenses amount of Kshs.6,415,920, while the statement of comparison
of budget and actual amounts shows a corresponding amount of Ksh.7,326,239,
resulting in a variance of Kshs.910,319 which represents depreciation and
amortization expenses. However, Management has not explained why the latter
amount was classified differently in the two (2) financial statements.

iii. The statement of comparison of budget and actual amounts reflects over expenditure
of Kshs.2,694,281 in respect of total recurrent expenditure, while re-computation
revealed an over expenditure of Kshs.2,704,231 , resulting in an unexplained or
unreconciled variance of Kshs.9,950.

iv. The statement of comparison of budget and actual amounts also reflects profit or loss
performance difference of Kshs.1,803,631 which differs with the re-computed amount
of Kshs.3,527,581, resulting in a variance of Kshs.1,723,950 that has neither been
explained nor reconciled.

v. The statement of comparison of budget and actual amounts further reflects budgeted
profit or loss amount of Kshs.100,000, while re-calculation revealed a corresponding
amount of Kshs.1,814,000, resulting in an unexplained or unreconciled variance of
Kshs.1 ,714,000.

ln the circumstances, the accuracy and fair presentation of the financial statements could
not be confirmed.

3. Non-compliance with the Prescribed Reporting Requirements

The statement of cash flows was prepared in a format that does not comply with the
format provided in the reporting template prescribed for public water companies. This is
because the statement shows net cash from/ (used in) operating activities as being the
sum of cash flows before working capital changes and total working capital adjustments,
while the prescribed template requires net cash from/ (used in) operating activities to be
the deference between total receipts and total payments.

Further, the statement of comparison of budget and actual amounts indicates variances
between actual and budgeted amounts of 10% or more (over/ under) in respect of staff
costs, board expenses, general and operations expenses, maintenance, finance costs
and capital expenditure. However, Management did not include budget notes to explain
these variances as required by the prescribed reporting template.

Therefore, Management violated Section 164(1) of the Public Finance Management Act,
2012, which stipulates that at the end of each financial year, the accounting officer for a
county government entity shall prepare financial statements in respect of the entity in
formats to be prescribed by the Accounting Standards Board.

Report of the Auditor-General on Naromoru llater and Sanitotion Company Limitedfor the year ended 30 June, 2023
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ln the circumstances, the financial statements do not comply with the accounting
standards as prescribed by the Public Sectrrr Accounting Standards Board. Also,
Management was in breach of the law.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the Naromoru Water And Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
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.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total recurrent
expenditure budget and actual on comparable basis amounts of Kshs.15,106,894 and
Kshs.17,81 1 ,125 respectively, resulting in an over expenditure of Kshs.2,704,231 (or 18%
of the budget). This over expenditure includes huge over expenditures of Kshs.1 ,61 1 ,857
(139% of the budget) and Kshs.32,384 (324% of the budget) against maintenance and
finance costs respectively. Further, the statement reflects capital expenditure budget
amount of Kshs.1,714,000 and actual on comparable basis amount of Kshs.104,400,
resulting in an under expenditure of Kshs. 1,609,600 (or 94o/o of the budget).

ln addition, the statement reflects total revenue budget of Kshs.16,920,894 and total
expenditure budget of Kshs.16,820,894, resulting in a budget surplus of Kshs.100,000,
contrary to Regulation 31 of the Public Finance Management (County Governments)
Regulations,20'15, which stipulates that unless provided othenrrise in the Act, these
Regulations or any other guidelines developed in furtherance of the Act or these
Regulations, the following guidelines shall be observed at all times during budget
formulation and approval- (c) budget revenue and expenditure appropriations shall be
balanced; and (e) total budget revenue shall cover total budget expenditure.

ln the circumstances, the regularity of the recurrent over expenditure could not be
confirmed. Further, the capital under expenditure may have adversely affected provision
of water to the public. ln addition, Management was in breach of the law.

2. Unresolved Prior Year Audit Issues

The progress on follow up on Auditor's recommendations section of the financial
statements indicates that several issues raised in the previous year's audit report remain
unresolved as at 30 June, 2023. No satisfactory explanation was provided for the delay
in resolving the issues.

My opinion is not modified in respect of these matters.

Other lnformation

The Dkectors are responsible for the other information. The other information comprises
the Chairman's Statement, Report of the Managing Director, Statement of Performance

Report of the Auditor-General on Naromoru ll/ater and Sanitation Company Limitedfor the year ended 30 June, 2023

4



Against Predetermined Objectives for financial year 202212023, Corporate Governance
Statement, Management Discussion and Analysis, Environmental and Sustainability
Reporting and the Statement of the Directors Responsibilities. The other information does
not include the financial statements and my auditor's report thereon.

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.

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.

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
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Gonclusion

1. Lack of Water Charging Tariff

The company had been charging water tariffs adopted from another Water Services
Provider. However, it was noted that the tariff structure expired in the year 2012 and the
tariffs had not been reviewed or regularized by the Water Services Regulatory Board
(WASREB) as at 30 June, 2023, contrary to Section 72(1)(a) of the Water Act, 2016,
which states that the power and functions of Regulatory Board shall be to evaluate and
recommend water and sewerage tariffs to the County Water Services Providers and
approve the imposition of such tariffs in line with consumer protection standards.

ln the circumstances, the tariff levied by the Company had outlived its economical
effectiveness. ln addition, Management was in breach of the law.

2. Excessive Non-Revenue Water

The statement of financial performance reflects operating revenue of Kshs.14,112,235
which, as disclosed in Note 6 to the financial statements, includes water sales amounting
to Kshs.13,236,035. However, examination of water production data revealed that during
the year under review, the Company produced 317 ,105 cubic meters (M3) of water out of
which, only 227,270 cubic meters (M3), worth Kshs.13,236,035, was billed to customers,
resulting in the balance of 89,835 M3 of water (or 28o/o of the total production) representing
Non-Revenue Water (NRW) which is above the sector recommended threshold of 25%
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as set by Water Services Regulatory Board. This NRW may have resulted in loss of sales
estimated at Kshs.5,231,923 (at the average rate of Kshs.58.24 per cubic r-.reter).

The potential NRW loss of Kshs.5,231,923 has negatively impacted on the Company's
profitability and its long-term sustainability. ln addition, Management was in breach of the
law.

3. Non-compliance with Ethnic Diversity Requirement in Staffing

Review of personnel records revealed that the Company had twenty-four (24) staff
members during the year ended 30 June, 2023. However, all the staff members were
from one dominant ethnic community, contrary to Section 7(1) and (2) of the National
Cohesion and lntegration Act, 2008, which stipulates that all public offices shall seek to
represent the diversity of the people of Kenya in employment of staff and that no public
institution shall have more than one third of its staff establishment from the same ethnic
community.

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

4. Failure to File Annual Returns with the Register of Companies

Review of records revealed that the Company was incorporated in the year 2012.
However, Management did not provide evidence to show that annual returns were filed
with the Registrar of companies. This was contrary to Section 705(1) of the Companies
Act, 2015 which provides that every company shall submit to the Registrar successive
annual returns each of which is made up to a date not later than the date that is from time
to time the company's return date. No reason was given for failure to file returns.

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

5. Board Members Exceeding the Required Threshold

lnformation provided for audit indicated that during the year under review, the Company's
Board of Directors consisted of seven (7) directors, contrary to Part 3.4.1 of WASREB
Corporate Governance Guidelines for the Water Services Sector, 2018, which states that
the Board membership for small companies shall have a maximum of five (5) members,
comprising two (2) members from the County executive and three (3) directors from the
stakeholders.

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

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.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Lack of lnformation and Communication Technology (lCT) Policy

Review of lnformation Communication Technology (lCT) controls and lnformation
Management Systems of the Company revealed that, the Company had not developed
and implemented an ICT policy.

ln the circumstances, the adequacy and effectiveness of the Company's ICT controls
during the year under review could not be confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Responsibilities of Management and the Board of Directors

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.
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As required by the Kenyan Company Act, 2015, I report based on my audit, that:

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

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

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



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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Auditor-Genera!'s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with 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.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
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I also provide 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.

:-

FCP CBS
AUDITOR.GENERAL

Nairobi

22 February,2024
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which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

a

a

o

a

a

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease 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 Company 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.
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Naromoru Water ancl Sanitation Company Ltd
Annual Report ancl Financial Statements for the year ended June 30, 2023

1 14. Statement Of Profit or Loss & Other Comprehensive Income for the Year Entled 30 June

2023
t

Ilevenue

14,136,1006Operating Revenue

3,430,4t3Grants Income 7

I,954,950 2,t55,7 t48Other Incon.re

34,1199 30,359Finance income

10Other gains/(losses)

19,756,34616.,097,544Total Revenue

Expenses

6,968,241 6,9t4,836staff costs 11

6,4t5920 s,800,082General and Operations expenses l2

102,404 77 6,90713

2,71t,857 3,997,924Maintenance Expenses 14

970,246910,3 t 9Depreciation and Amortization expenses 15

28,092t6 42,384Finance Costs

18,488,08717,811,125Total Expenses

(1,713,581) t,268,259Profi t/(Loss) Beforc Taxation

Income Tax Expense/(Credit) l7

1,269,259(1,713,581)Profi t/(Loss) After Taxation

18Earnings Per Share - Basic and Dih-tted

Dividend per share 19

I

t4,112,235

Board Expenses

1



Naromoru Water and Sanitation Company Ltd
Annual lleport and Financial Stntements for the ycar ended June 30, 2023

Other Comprchensivc Income

(l,713,581) 1,,268,259

Surplus Or Deficit on Revaluation Of PPE

Remeasurement Of Net Defined Benefit Liabilitv

Fair Value Gair/(Loss) On Investments In Equity

Instruments Designated As At FVTOCI (Fair

Value Through Other Comprehensive Income)

Total Comprehensive Income for The Year 1,,268,259

2

iNote IrI'2t)22/202i

Kshs

i ; 1.)l:):.)i
Kshs

Profit/ (Loss) Aftcr Taxation

( I,713,581)



Naromoru Water and Sanitation Company Ltd
Annual lLeport and Financial Startements for the ycar cndcd June 30, 2023

15. Statcmcnt Of financial I'osition As at 30 June 202-3

Asscts

Non-cu rrcnt assets

Property, plant and equipment 20 22,142,t97 22,948,115

Intangible assets 2t

22

Right- of -use assets 23

Biological assets
.\^

Fixed interest investments 25

Quoted investments

Unquoted investments 27

f'otal non-current assets 22,142,197 22,948,115

Currcnt ass cts

Inventories 28 2,370,277 2,857,415

Trade and receivable 29 3,085,l3l 2,9t0,784

Tax recoverablc 0

Short-tenn deposits 0

Bank and cash balances 536,711 1,129,676

Tot:rl non-currcnt asscts 5,992,1 l9 6,897,875

28,134,316 29,845,990

Equity and liabilitics

Capital and llcserves

JJ

.,

I

i Notc I 1 21,:2/21):-1 F\'lr)lll21)ll

Investment property

26

30

3l

32

Total Asscts

Ordinary share capital
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Annual Report and Financial Statements for the year ended June 30, 2023

34Revaluation reserve

35Fair value adjustment reserve

10,391,65536 10,328.,542Retained earnings

10,391,65510,328,542Capital and Reservcs

Non-current liabilities

13,203,74944 1 I,553,281Deferred Income

38Borrowings

39Lease liability

40Provisions

41Retirernent benefits

13,203,749I 1,553,281I'otal non-current liabilities

38

Current liabilities

Borrowings

39Lease liability

40Provisions

41Retirement benefi t obligations

1,908,83642 ) oo) o)5Trade and other payables

2,455,50043 2,600,000Refundable deposits and Prepayments

1,886,2501,650,468Deferred income

45Dividends payable

46l'axation

6,250,5866,252,493Total currcnt Iiabilitics

29,845,99028,134,316Total equity and liabilitics

44
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The financial statements were approved by the Board on

behalfby:

6tu-
T

2023 and signed on itr

Chairman of the Board

6sr'--
Eng. Eliud Kiura GicheruIUs Gladys Njeri Warugongo Mr. L

Managing Director

angi Ngumi

Head of Finance

ICPAK Assoc /l'{o 4587
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16. Statement Of Changes in Equify for the Year Ended 30 June 2022

As at July I,2021 5,081,432 2,155,774

New capital issued

Transfer of excess depreciation
on revaluation
Deferred tax on excess

depreciation
Fair value adjustment on
quoted investments

Profit for the year 1,268,259 1,268,259

Capital/Development grants
received during the year

1,886,250

Transfer of
depreciation /amortisation from
capital fund to retained
earnings

1,886,250

Dividends paid - prior year

Interim dividends paid -
curTent year

Proposed final dividends

4,041,964 10,391,6556,349,691As at June 30,2022

6

('rrpit:rl/

l) cv t'lup rrr trr I

l

Ortl inrt rr I lirtir r alur

tliv i tl t'r r rl s
1t'escrvc

ctl
il I'tl I o t it I

) I t il II

slr

ctl
I

Notrs
ll rr itlu:r t iu rl

t'c s ('l'\'0

llet:tirrrrl

(,itI'tIIn1'\

l'rrr 1t tt:;
arl.iurlnren

lirrrtd

7,237,146

Revaluation gain

Ii
I
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As at Ju11, 1,2022 6,349,691 4,041,964 10,391,655

Issue of new share capital

Revaluation gain

Transfer of excess depreciation
on revaluation
Deferred tax on excess

depreciation
Fair value adjustment on
quoted investments

Profit for the year (l,713,581) (l,713,581)

Capital/Development grants

received during the year

1,650,468 1,650,468

Transfer of
depreciation /amortisation from
capital fund to retained
earnings

Dividends paid - prior year

Interim dividends paid -
current year

Proposed final dividends

5,692,432 10,328,5424,636,110At June 30,,2023

7

l
1\' o tcs ( ) r'r l in:r r'.r

rlritrc

capitaI

-l-F;I.illr (.irrp tztll
l{cyaIuutiorr l{t(rrinctl
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17. Stntement Of Cash Florvs for Thc Yenr [,nded 30 June 2023

Cash Florvs from Opcrating Activitics

Net surplus for tl.re year (1,713,581) r,268,259

Adj ustment for depreciation t7 910,3 19 970,246

(803,262) 2,238,505Operating surplus before

working capital adjustlncnts

Increase in receivables (r74,347) 392,703

Increase in payable 93, I 89 (2s,s 10)

Increase Customer Deposits 26 144,500 340,500

Decrease in differed liability (23s,782)

Decrease in Inventory 487,138

Prior year

Total Working Capital Adjustments 3r4,698

Net cash generated from operating activities 47 (488,s64) 1,228,278

CASII FLOW FROM INVESTING ACTIVITIES

( l 04,400) ( 1 ,1 78,250)Purchase of property, plant & equiprnent t7

Net cash flow from Investing Activities ( I 04,400) (l,178,2s0)

CASH FLOW FROM I'INANCING ACTIVITIES

Net increase in cash and cash equivalents (592,96s) 50,028

t,129,676 1,079,648Cash and cash equivalents at the beginning ofthe

year

32 536,7 rr 1,129,676Cash and cash equivalents at the end ofthe year

o

Kshs

(21 8,4s l )

(t,499,469)

(r,010,227)

i

I
--l
-
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18. Statcment Of Comparison of Budget & Actual Amounts for The Period Ended 30 June 2023

I(shs Kshs I(shs Kshs I(shs %Revenu c

14,145,894 14,t45,894 t3,236035 909,859 94%Operating Revenue

Grants

Finance Income

103%2,775,000 2,861 ,509 (86,s09)2,775,000Other gains

95%16,920,894 16,097,544 823,35016,920,894Total Rcvenue

Expens cs

90%6,968,241 112,3537,740,5947,140,594StAff COSTS

74%'702,404 247,596950,000950,000Board Expenses

139%(2,079,939)5,246,300 1,326,2395,246,300

General and operations

Expenses

239%(1,611,857)1 ,160,000 2,77t,8571 ,1 60,000Maintenance

(32,384) 424%10,000 42,38410,000Finance costs

118o/o(2,694,281)1 5,1 06,894 17,811,1251 5,1 06,894Total Recurrent Expenditure

-1704%(1,713,581) 1,803,631100,000100,000Profit or Loss

9

Firrll butl1,,ct
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Capital Expenditure 1,714,000 1,714,000 104,400 l,609,600 6%

Total Expenditure 16,820,894 t6,820,894 17,915,525 (1,094,631) 106v,

10
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19. Notes To the Financial Stntcments

1. Gencr:rl Information.

Naromoru Water & Sanitation Company Ltd is established by and derives its authority and

accountability frorn Companies Act. The Company is wholly owned by the County

Government and is domiciled in Kenya. The Cornpany's principal activity is Water and

Sanitation Services Provision. For Kenyan Companies Act reporting purposes, the balance

shect is represented by the statement of financial position and the profit and loss account by

the statement of profit or loss and other comprehensive income in these financial statements

2. Statcment of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain iterns of property, plant and equiprnent, marketable

securities and financial instruments at fair value, impaired assets at their estimated recoverable

amounts and actuarially determined liabilities at their present value. The preparation of financial

statements in conformity with International Financial Reporting Standards (IFRS) allows the use

of estimates and assurnptions. It also requires management to exercise judgement in the process

of applying the Company's accounting policies.

The financial statements have bcen plepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Cornpany. The figures are rounded to the nearest

Kenyan shilling.

The fir.rancial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, Water Act 2016 and the Company's Act and International Financial Reporting

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

years presented.

il
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Notes to the financial statemcnts (continued)

3 Application of New ancl Revised International Financial Reporting Standards

(rFRS)

Nerv and amcndcd stanclards ancl intcrprctations in issue and cffective in the year

cndcd 30 June 2023.

Effective for annual

periods beginning on

or after ltt January

2023.

The new standard establishes principles for t

recognition, measurement, presentation and

disclosure of insurance contracts issued. It also

requires similar principles to be applied to

reinsurance contracts held and investment contracts

with discretionary participation features issued'

The objective is to ensure that entities provide

relevant information in a way that faithfully

represents those contracts.

hcIFRS lT lnsurance

Contracts (issued

inMay 2017)

The amendments are

effective for annual

reporting periods

beginning on or after

January 1,2023.

The amendments, applicable to annua

beginning on or after 1st January 2023, introduce a

definition of 'accounting estimates' and include

other amendments to IAS 8 to help entities

distinguish changes in accounting policies from

changes in accounting estimates.

I periodsIAS (lnternational

Accounting

Standards) 8-

Accounting

Policies, Errors,

and Estimates

The amendments are

effective for annual

periods beginning on

or after JanuarY 1,

2023.

The amendments, applicable to annua

beginning on or after lst January 2023, require

entities to disclose their matcrial accounting

policy information rather than their significant

accounting policies.

I periodsAmendments to

IAS I titled

Disclosure of

Accounting

Policies (issued in

February 2021)

12

I.

Title l)cscriptiorr Iift'cctive Date
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Amendments to

IAS 12 titled

Deferrcd Tax

Related to Assets

and Liabilities

arising frorn a

Single Transaction

(issued in May

2021)

The an.rendments, applicable to annual periods

beginning on or after lst January 2023, narrowed

the scope of the recognition exernption in

paragraphs 15 and 24 of IAS 12 (recognition

exemption) so that it no longer applies to

transactions that, on initial recognition, give rise to

equal taxable and deductible temporary

dift'erences.

The amendmcnts are

efl'ective for annual

periods beginning on

or after January 1,

2023.

l3

Titlc l)cscription liffective I)atc
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a Notes to the Financial Statcmcnts (Continued)

Application of New and Revised International Financial lleporting Standards

(rFRS)

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

ended 30 June2023.

Amendments to IAS I titled

Classification of Liabilities as

Current or Non-current

(issued in January 2020,

amended in October 2022)

The amendments, applicable to

annual periods beginning on or

after lst January 2024, clarify a

criterion in IAS I for classifying a

liability as non-current: the

requirement for an entity to have

the right to defer settlement of the

liability for at least l2 months after

the reporting period

The amendments are effective for

annual periods beginning on or

after January l, 2024. Earlier

application is permitted.

Amendment to IFRS l6 titled

Lease Liability in a Sale and

Leaseback (issued in

September 2022)

The amendment, applicable to

annual periods beginning on or

after lst January 2024, requires a

seller-lessee to subsequently

measure lease liabilities arising

from a leaseback in a way that it

does not recognise any amount of

the gain or loss.

The amendments are effective for

annual periods beginning on or

after January l, 2024. Earlier

application is permitted.

The amendments are effective for

annual periods beginning on or

after January l, 2024. Earlier

application is permitted.

Amendments to IAS I titled

Non-current Liabilities with

Covenants (issued in October

2022)

The amendrnents, applicable to

annual periods beginning on or

after lst January 2024, improve the

information an entity provides

about liabilities arising from loan

arrangements for which an entity's

right to defer settlement of those

14
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liabilities for at least twelve months

after the reporting period is subject

to the entity complying with

conditions specified in the loan

arrangernent.

Naromoru Water and Sanitation Conrpany Ltd
Annual Ilcport and Financial Statcmcnts for the ycar endccl Junc 30, 2023

(The Directors do not plan to apply any of tl're above until they become effective. Based or.r

their assessment of the potential impact of application of tl.re above, they do not expect that

there wilI be a significant impact on the company's financial statements).

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year under review.

15

Title -ttr.*'.iption I'lft'cctivc I)ate L-



Naromoru Water and Sanitation Company Ltd
Annual Rcport and Financial Statemcnts for the ycar ended June 30, 2023

Notes to the financial statemcnts (continued)

4. Summary of Accounting Policies

The principle accounting policies adopted in the preparation ofthese financial statements are set out

below:

a) Revenuc recognition

Revenue is measured based on the consideration to which the entity expects to be entitled in a

contract with a customer and excludes amounts collected on behalf of third parties. The entity

recognizes revenue when it transfers control of a product or service to a customer'

i) Revcnue from the salc of goorls and services is recognized in the year in which the

Company delivers products/services to the customer, the customer has accepted the

products/services and collectability ofthe related receivables is reasonably assured.

iD Grants from Government Entities are recognized in the year in which the Company

actually receives such grants. Recurrent grants are recognized in the statement of

comprehensive income. DevelopmenVcapital grants are recognized in the statement of

financial position and realised in the statement of comprehensive income over the useful

life ofthe assets that has been acquired using such funds'

iii) Finance income comprises interest receivable from bank deposits and investment in

securities, and is recogpized in profit or loss on a time proportion basis using the effective

interest rate metl"rod.

iv) Dividcncl income is recognized in the income statement in tl.re year in which the right to

receive the payment is established.

v) Rental income is recognized in the income statement as it accrues using the effective

interest implicit in lease agreements.

vi) Other income is recognized as it accrues.

16
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Notcs to thc financial statcmcnts (continucd)

Summary of Accounting I'olicies

lr) In-kindcontributions

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

and/or services rather than in money or cash terrns. These donations may include vehicles,

equipment, utilities or personnel services. Where tl.re financial value received for in-kind

contributions can be reliably determined, the Company includes such value in the statement of

comprel-rensive income both as revenue and as an expense in equal and opposite amounts;

otherwise, the contribution is not recorded but disclosed.

c) Property, plant ancl equipmcnt

All categories of property, plant and equipment are initially recorded at cost less accumulated

depreciation and irnpairrnent losses. Certain categories of property, plant and equipment are

subsequently carried at re-valued amounts, being their fair value at tl're date of re-valuation

less any subsequent accumulated depreciation and impairment losses. Where re-measurement

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

valuations carried out by independent external valuers.

tl
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Notcs to the financial statements (continucd)

Summary of Accounting Policics

d) Depreciation and impairment of property, plant and equipment

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

relates mainly to the cost of ongoing but incomplete works on buildings and other civil works

and installations.

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

straight-line/reducing balance basis to write down the cost of each asset or the re-valued

amount to its residual value over its estimated useful life. The annual rates in use are:

A full year's depreciation charge is recognized both in the year ofasset purchase and none in

the year of asset disposal. Items of properly, plant and equipment are reviewed annually for

impairment and accounted for in line with the provisions in the standard.

e) Intangible asscts

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

accumulated amorlization and accumulated impairment losses. Amortization is recognized on

a straight-line basis over their estimated useful lives. The estimated useful life and amortization

method are reviewed at the end of each reporting period, with the effect of any changes in

estimate being accounted for on a prospective basis.

Freel'rold Land

Leasehold Land

Buildings and civil works

Infrastructure works

Plant and machinery 2023 12.5%

Motor vehicles, including motorcycles 2023 25%

Computers and related equiprnent 2023

Office equiprnent, furniture and fittings 2023 t2.5%

18
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Intangible assets with indefinite useful lives that are acquired separately are carried at cost less

accumulated impairrnent losses.

Amortization and impairme nt of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of the

intangible asset. All intangible assets are reviewed annually for impairment. Where the

carrying amount of an intangible asset is assessed as greater than its estimated recoverable

amount, an impairment loss is recognized and the asset is written down to its estimated

recoverable amount.

g) Investmcnt property

Investment property, which is property held to earn rentals and/or for capital appreciation

(including property under construction for such purposes), is measured initially at cost,

including transaction costs. Subsequent to initial recognition, investment property is

measured at fair value. Gains or losses arising from changes in the fair value of investment

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

property is derecognized upon disposal or when the investment property is permanently

withdrawn from use and no future economic benefits are expected from the disposal. Any

gain or loss arising from derecognition ofthe property (calculated as the dift'erence between

the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in

the period in which the property is derecognized. i<t-d-,)

h) llight of Usc Assct

The right-of-use assets cornprise the initial measurement of the corresponding lease liability,

lease payments made at or before the commencernent day, less any lease incentives received

and any initial direct costs. They are subsequently measured at cost less accumulated

depreciation and impairment losses. Whenever the entity incurs an obligation for costs to

dismantle and remove a leased asset, restore the site on which it is located or restore the

undcrlying asset to the condition required by the terrns and conditions of tl're lease, a provision

is recognized and measured under IAS 37. To the extent tl.rat the costs relate to a right-of-use

asset, the costs are included in the related right-of-use asset, unless those costs are incurred to

produce inventories. Right-of-use assets are depreciated over the shorter period of lease term

t9
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and useful life ofthe underlying asset. I[a lease transfers ownership ofthe underlying asset

or the cost of the right-of-use asset reflects that the entity expects to exercise a purchase

option, the related right-of-use asset is depreciated over the useful life ofthe underlying asset.

The depreciation starts at the commencement date of the lease. The right-of-use assets are

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

i) Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya

(CBK) long+erm infrastructure bonds and other corporate bonds with the intention of earning

interest. Fixed interest investments are freely traded at the Nairobi Securities Exchange. The

bonds are measured at amortized cost or at fair value through profit or loss or at fair value

through other comprehensive income (FVOCI).

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities

traded freely at the Nairobi Securities Exchange or other regional and international securities

exchanges. Quoted investments are stated at fair value.

k) Unquoted investments

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

in other Government owned or controlled entities that are not quoted in the Securities

Exchange. These are measured at fair value through profit or loss (FVTPL).

20

l) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct

materials and, where applicable, direct labour costs and those overheads that have been

incurred in bringing the inventories to their present location and condition. Cost is calculated

using the weighted average cost method/ FIFO . Net realizable value represents the estimated

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

selling and distribution.
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Notes to thc financial statements (continued)

Summary of Accounting l'olicics

m) Trade and other receivables

Trade and other receivables are recognized at arrortized cost less allowances for any

uncollectible amounts. These are assessed for inrpairment on a continuing basis. An estimate

is made ofdoubtful receivables based on a review ofall outstanding amounts at the year end.

Bad debts are written off after all effotts at recovery have been exhausted and when the

necessary approval to write offis granted.

n) Taxation

i) Currcnt income tax

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Company operates and generates taxable income. Current

income tax relating to items recognized directly in net assets is recognized in net assets and

not in the profit or loss statement. Current income tax assets and liabilities for the current

pcriod are measured at thc amount expected to be recovered frorn or paid to the taxation

authorities. Management periodically evaluates positions taken in the tax returns with respect

to situations in which applicable tax regulations are subject to interpretation and establishes

provisions where appropriate.

o) I)efcrred tax

Deferred tax is provided using the liability method on temporary diflerences between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect

of taxable temporary differences associated with investments in controlled entities, associates

and interests in joint ventures, when the timing of the reversal of the temporary differences

can be controlled and it is probable that the temporary differences will not reverse in the

foreseeable future. Deferred tax assets are recognized for all deductible ternporary differences,

2l
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the carry forward of unused tax credits and any unused tax losses. Deferred tax assets are

recogrlized to the extent that it is probable that taxable profit will be available against which

the deductible temporary differences, and the carry forward ofunused tax credits and unused

tax losses can be utilized, except in respect of deductible temporary differences associated

with investments in controlled 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

reverse in the foreseeable future and taxable profit will be available against which the

temporary differences can be utilized.

The carrying amount ofdeferred tax assets is reviewed at each reporting date and reduced

to the extent that it is no longer probable that sufhcient taxable profit will be available to

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

re-assessed at each reporting date and are recognized to the extent that it has become

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

tax assets and liabilities are measured at the tax rates that are expected to apply in the year

wl.ren the asset is realized or the liability is settled, based on tax rates (and tax laws) that have

been enacted or substantively enacted at the reporting date.

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 ifa legally

enforceable right exists to set off current tax assets against current income tax liabilities and

the deferred taxes relate to the same taxable entity and the same taxation authority.

p) Borrowing costs

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

qualifying assets, which are assets that necessarily take a substantial period oftime to get

ready for their intended use or sale, are added to the cost ofthose assets, until such time as

the assets are substantially ready for their intended use or sale. To the extent that variable

rate borrowings are used to finance a qualifying asset and are hedged in an effective cash

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

comprehensive income and reclassified to profit or loss when the qualifying asset impacts

profit or loss. To the extent that fixed rate borrowings are used to finance a qualifying asset

22
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Notes to the financial statements (continued)

Summary of Accounting Policies

and are hedged in an effective fair value hedge ofinterest rate risk, the capitalized borrowing

costs reflect the hedged interest rate. Investment income earned on the temporary investment

ofspecific borrowings pending their expenditure on qualifying assets is deducted from the

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

or loss in the period in which they are incurred.

q) Cash and cash equivalents

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

call and higlily liquid investments with an original maturity of three months or less, whicl.r are

readily convertible to known amounts ofcash and are subject to insignificant risk ofchanges

in value. Bank account balances include amounts held at various Commercial Banks at the

end ofthe reporting period.

r) Borrorvings

Interest bealing loans and overdrafts are initially recolded at fair value being received, net of

issue costs associated with the bollowing. Subsequer.rtly, these are measured at amortized cost

using the eff'ective interest rate method. Arnortized cost is calculated by taking into account

any issue cost and any discount or premium on settlement. Finance charges, including

premiums payable of settlement or redernption are accounted for on accrual basis and are

added to the carrying amount of the instrument to the extent that they are not settled in the

period in which they arise. Loan interest accruing during the construction of a project is

capitalized as part ofthe cost olthe project.

s) Trade and othcr payables

Trade and other payables are non-interest bearing and are carried at amortized cost, which is

measured at the fair value of contractual value of the consideration to be paid in future in

respect ofgoods and services supplied, whether billed to the entity or not, less any payments

made to the suppliers.

23



Naromoru Watcr and Sanitation Company Ltd
Annual Ilcport ancl Financial Statements for the year endcd June 30, 2023

Notes to the financial statements (continued)

Summary of Accounting l'olicies

t) Retirement benefit obligations

The Company operates a defined contribution scheme for all full+ime employees from July

1,2022. The scheme is administered by an in-house team and is funded by contributions from

both the company and its employees. The company also contributes to the statutory National

Social Security Fund (I{SSF). This is a defined contribution scheme registered under the

National Social Security Act.

u) Provision for staff leave pay

Employees' entitlernents to annual leave are recognized as they accrue. A provision is made

for the estimated liability for annual leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic

environment in which the entity operates, Kenya Shillings. Transactions in foreign currencies

during the year/period are translated into the functional currency using the exchange rates

prevailing at the dates of the transactions or valuation where items are re-measured. Any

foreign exchange gains and losses resulting fronr the settlement ofsuch transactions and from

the translation at year-end exchange rates of monetary assets and liabilities denominated in

foreign currencies are recognized in profit or loss.

"t /1
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Notcs to thc financial statcments (continued)

Sumnrary of Accounting Policies

25

rv) Budget information

The original budget for FY 2022-2023 was approved by the Board of Directors on l3th March.

Subsequent revisions or additional appropriations were made to the approved budget in accordance

with specific approvals from the appropriate authorities. The additional appropriations are added to

the original budget by the entity upon receiving the respective approvals in order to conclude the final

budget. Accordingly, the Company has no additional appropriations added to the original budget by

the entity upon receiving the respective approvals in order to conclude the final budge . The

Company's budget is prepared on a different basis to the actual income and expenditure disclosed in

the financial statements. The financial statements al'e prepared on accrual basis using a classification

based on the nature ofexpcnses in the statement ofprofit or loss, whereas the budget is prepared on a

cash basis. The amounts in the finarrcial statements were recast from the accrual basis to the cash

basis and reclassified by presentation to be on the same basis as the approved budget. A comparison

ofbudget and actual amounts, prepared on a comparable basis to the approved budget, is then

presented in the statement of cornparison of budget and actual amounts. In addition to the Basis

differencc, adjustments to arnounts in the financial staternents are also made for differences in the

formats and classification schemes adopted for the presentation of the financial statements and tl.re

approved budget. A statenlerlt to reconcile the actual amounts on a comparable basis included in the

statenlent of comparison ofbudget and actual amounts and the actuals as per the statement of
Comprehensive income has bccn presented under section 5 ofthese financial statenlents.
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Notes to the financial statemcnts (continucd)

Summary of Accounting Policies

x) Service concession arrangements

Naromoru Water & Sanitation Company Limited analyses all aspects of service concession

arrangements 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, Naromoru Water & Sanitation Company Limited 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, it controls, through ownership, beneficial entitlement or otherwise - 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, Naromoru Water

& Sanitation Company Limited also recognizes a corresponding liability, adjusted by a cash

consideration paid or received

z) Subscqucnt events

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

financial statements for the year ended June 30,2023.

5. Significant Judgnrcnts and Sources of Estirnation Unccrtainty

The preparation of the Company's financial statements in conformity with IFRS requires

management to make judgments, estimates and assumptions that affect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of

the reporting period. However, uncertainty about these assurnptions and estimates could result in

26

y) Comparative figures

Where necessary comparative figures for tl.re previous financial year have been amended or

reconfigured to conform to the required changes in presentation.
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outcomes that require a matel'ial adjustment to the carrying amount of the assct or liability

aft'ected in futule periods.

a) [,stimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk of causing a material adjustrnent to the carrying

aurounts of assets and liabilities within the ncxt financial year, are described below. The

Company based its assuurptions and estin.rates on parameters available when the financial

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

developtnents may change due to market changes or circumstances arising beyond the control of

the Company. Such changes are reflected in the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators to inform

potential future use and value for disposal:

. The condition of the asset based on the assessrnent of experts ernployed by the Company.

. The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes.

. The natute of the processes in which tl.re asset is deployed.

. Availability of funding to replace the assets.

c) Provisions

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

Provisions are measured at the managernent's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is material.

They are recognized and carried at the realizable value less thc provision for risk allowance, at

currently l0%. Trade and other receivables are recognised at fair values less allowances for any

uncollectible amounts. Thcsc are assessed for impairment on a continuing basis. An estimate is

made of doubtful receivables based on a review ofalI outstanding amounts at the year end.

27
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Notes to the financial statements (continues)

6. Operating Ilcvenuc

7. Grants Income

Water sales t3,236,035 13,126,100

Sewerage Services 706,500 593,500

416,500Billing for other services t69,700

Total 14,112,235 14,136,100

Operational grants from Government entities 3,430,4t3

RecurrenUoperational grants from other agencies

Capital grants amortised

Donations from County Governments

In Kind contribution/donations from other agencies

Total 3,430,413
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Departrnent

Ministry

'I'otal
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Notes to thc financial statcments (continucd)

8. Othcr Inconre

9. Finance Incomc

Sale ofTender

68,700Fine and penalties

Rental income

Insurance compensation

1,886,250 2,155,714Miscellaneous income (specify) Deffered Income

1,954,950 2,155,714Total

Interest income frorn tleasury bonds

Interest income from treasury bills

Interest from receivables

30,359 34,119Interest from commercial banks and financial institutions

Interest on staff loans

Dividends

30,359 34,119Total
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10.()thcr Gains and Losscs

Foreign exchange gains / (losses)

Loss/gain on disposal on sale of investments

Gain on sale of fixed assets

Fair value gain/loss on biological Assets

Fair value gain or losses on revaluation of investment property

Revaluation losses on inventorv

Unrealized foreign exchange gains/(losses)

Tot:rl
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I t. Staff Costs

5,974,616Gross Salary and Allo,,vances 6,220,96t

940,220Casual workers'Wages 747,280

Medical insurance schemes

Employer's contributions to social seorrity schemes

Employer's contributions to pension scheme

Provisions for Leave pay

Gratuity provisions

Fringe Benefit tax

Stafl welfare

Other allowances

6,914,8366,968,241Total

2(t24The average number of cmployccs during the year
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12. Gcneral and Opcrations Ixpenses

Chcmicals

Elcctricity 78,225 205,000

Fuel, oil, lubricants, and gases 466,L81, 345,000

Office expenses t65,625 729,293

Bulk water Costs

Office supplies

Uniforrn and protective clothing 132,400 9l,500

Te Iecommunication 208,222 197,494

Postage and courier 9,850 1 9,1 30

Water and sewerage

Insurance I 87,591 187,591

Rent and Rates 717 ,114 717,114

Hire of Equipment and vehicles

Claims and cor.npensation

Domestic Traveling and subsister.rce 686,900 811,725

Foreign travel and accommodation

Staff training and development 50,000

Bank Charges

Security services

Agency comrnissior.rs

Publicity and advertising 268,726 233,8r6

Audit fees

Legal fecs

284,824 186,725

Licensing and levies

Sports and recreation

JJ

Consultancy fees (Professional Fee)



Stakeholders' expenses

6,90012,000Donations/CSR

Hospitality expenses

Research and Development

Conservation expenses

Provision for doubtful debts

66,81997,600Others (Specify) Printing and Stationery

82,84169,588Internet connection

180,400348,300Workshop

227,OO075,600Conference meetings

71,500Development ofbusiness plan and proposals

Managing director meetings

52,00074,400Maintenance of computer software

79,730247,380

14,46014,760Library expenses

180,00045,0009% T.W.S.B

525,044754,5844oZ Wasreb

30,000s0,000WRA

812,000928,000Provision in Audit

149,500r 59,950Stakeholders forum

150,000 150,000Provision in AGM

36,000 44,000WRUA

6,415,,920 5,800,082Total

Naromoru Watcr and Sanitation Company Ltd
Annual Report and Financial Statemcnts for thc ycar endcd June 30, 2023
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Notcs to thc financial statements (continucd)

13. Iloard Expcnses

14. Maintcnancc Expcnscs

Chairrnan Honoraria

Sitting allowances

Medical Insurancc

Induction and Training 495,904 474,907

Trave I and accommodation

Other allowances (Director Allowances) 206,500 302,000

Total Board Expenses 702,404 776,907

Plant arrd Equipment

Buildings

Infrastluctural networks

Grounds

Motor vehicles 64,340 48,450

Software

ICT (Information Comrnunication 1'echnology)

Furniture

Water Meter maintenance costs

Maintenance of access roads

I'ipes & Fittings 326,450 179,t20

General Maintenance 47 1,705 578,902

Improvement of Water Supply 1,401,840 443,120

Maintenance Of Exhauster 151,300 126,980

Maintenance of Small l.ines 356,222 287,689

35

;.,i 22

2022/2021r.'\ 202t/202)

I



Naromoru Watcr ancl Sanitation Company Ltd
Annual Rcport and Financial Statcments for thc ycar endcd June 30, 2023

WSTF Grants 2,33,663

Total Maintenance Expcnses 2,171,857 3,997,,924

15. Deprcciation antl Amortization Expenscs

16. Finance costs

970,2469 10,3 l9Property, plant, and equipment

Right of Use Assets

Intangible assets

Investment property carried at cost

910,319 970,246Total Deprcciation and Amortization

Interest expense on loans

Interest expense on bank overdrafts

Interest on lease liabilitics

42,384 28,092Others (specify) Bank Charges

28,09242,384Tot:rl
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Naromoru Water and Sanitation Company Ltd
Annual Iteport ancl Financial Statemcnts for thc ycar cndecl Junc 30, 2023

17. Income Tax Expense/(Credit)

Currcnt taxation

Reconciliation of tax expcnse/ (crcdit) to the expccted tax bnsed on accounting profit

Current taxation based on the adjusted profit for the year at30yo

Culrent tax: prior year under/(over) provision

Curlent year deferred tax cl.rarge

Prior year under-provision for deferred tax

'I'ota I

Profit before taxation (1,713,581) 1,268,259

Tax at the applicable tax rate of30o/o 380,478

Current tax

Prior year under-provision

Tax effects ofexpenses not deductible for tax purposcs 910,3r9 970,246

Tax efi'ects of income not taxable (1,6s0,468) ( 1 ,886,2s0)

Tax effects of excess capital allowances over

depreciation/amortization
(e 10,3 l 9) (970,246)

Deferred tax prior year over-provision

l'otal (3,364,049) (998,469)
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Naromoru Watcr and Sanitation Company Lttl
Annual Rcport and linancial St:rtcmcnts for the ycar cnclccl June 30, 2023

Notes to the financial st:rtements (continuccl)

18. Earnings Per Share

No share that were distributed at the end of financial year

19. Diviclend Per Sharc

No divided that were shared during the closure of the year.
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Naromoru Water and Sanitation Company Ltcl
Annual Reports and Financial Statcments
For the year ended June 30, 2023

Notes to the financial statements (continued)

20. Property, PIant and Equipment

Cost Or Valuation 2.5o/o 12.5o/o 30.0% 12.5%
At July 1,2020 36,073,652 4,0r6,900 330,248 r43,870 40,564,670

Additions
1,178,250 1,178,250

Transfers

Disposals
At Junc 30,2021

36,073,652 5,195,150 330,248 143,,870 41,742,920
D ep reciatio n

At July 1,2020 15,798,718 1,704,902 284,854 36,085 17,824,559
Charge For the Year 506,873 436,28t 13,618 13,473 970,246
Impairment Loss
Disposal
At Junc 30,2022 16,305,591 2,141,183 298,,472 49,558 18,794,805

31,776 94,312 22,948,115
Net Book Value At
June 30,2022 19,768,061 3,053,967
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Naromoru Water and Sanitation Company Ltd
Annual Reports and Financial Statements
For the year ended June 30,2023

Notes to the financial statements (continued)

Property, Plant and Equipment (Continued)

Cost or valuation 2.5% t2.5% 30.0% 12.5Yo

As at lJuly 2022 36,073,652 5,195,150 330,248 143,870 41,742,920
Additions 104,400 104,400
Transfers
Disposals
As at 30th June 2023 36,073,652 5,299,550 330,248 143,870 41,847,320
Dcpreciation

16,305,591 2,,141,L83 298,472 49,558 78,794,804At July 1,2022
394,796 9,53 3 11,789 910,319Charge for the year 494,202

Impairment loss

disposal
2,,535,,979 308,005 61,347 19,705,123As at 30th June 2023 16,799,793

Net book valuc
22,243 82,523 22,142,1972,763,571At June 30,2023 19,,273,959
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Naromoru Water and Sanitation Compnny Ltd
Annual llcports ancl Financial Statements
For thc ycrr ended June 30, 2023

Notcs to the financi:rl statcmcnts (continued)

Valuation

Land and buildings are under the defunct County Government of Nyeri

20 (b) I'roperty, Plant and Equipmcnt at Cost

If the freehold land, buildings and other assets were stated or1 the historical cost basis the amounts

would be as follows:

Property plant and Equiprnent includes the following assets that are fully depreciated

Land

Buildings

Plant and machinerv

Motor vehicles, including motorcycles

Computers and related equipment

330,248 308,005 )) )41

Office equipment, furniture, and fittings 143,870 61,347 82,523

Pipes 36,073,652 16,799,793 19,273,859

5,299,550 2,535,979 2,763,57 t

Plant and machinery

Motor vehicles, including motorcycles

Computers and related equipment

Office equipment, furniture and fittings

'I.otal

4l
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Naromoru Watcr ancl Sanit:rtion Company Ltd
Annual Ileports ancl Financial Statcmcnts
For thc ycar ended June 30 2023

Notes to thc financial statements (continued)

21. Intangible Asscts

22. Investmcnt Propcrty

Cost

At July 1

Additions

Disposals

At June 30

Amortization

At July 1

Charge for the year

Disposals

Impairment loss

At June 30

Nct bool< valuc

At Junc 30

Opcning valuation

Movements during the year

Additions

Disposals

Fair value gains/(losses)

Closing valuation

A'
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Naromoru Water and Sanitation Company Ltd
Annual Rcports ancl [inancial Statements
Ior thc ycar endcd Junc 30 2023

l)cprcciation (if at cost)

At July I 2022

Charge for thc year

Disposals

Impairment loss

At .Iune 30 20xx

Nct booli valuc

At June 30 2023
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Naromoru Water and Sanitation Company Ltd
Annual Ileports and Financial Statcments
tr'or thc year ended June 30 2023

23. Right-of-usc assets

24. Iliological Asscts

Cost

As at I July 2022

Additions

Asat30 June2022

Additions

As at 30 June2022

Accumulated Dcprcciation

As at I luly 2022

Charge for the year

Asat30 June2023

Charge for the year

As at 30 lune2023

Carrying Amount

As at 30 June2023

As at 30 June2023

Cattle

Trees

Others (Specify)

Total

44
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Naromoru Watcr and Sanitation Company l,td
Annu:tl llcports and Financial Statements
Iior thc ycar enrlcd June 30 2023

Notes to the financi:rl statcmcnts (continuccl)

25. Irixecl Intercst Investments (Bonds)

Central Bank of Kenya 12.5o/o l5-Year Bond

AB Corporate Bond (give details)

CD Corporate Bond (give details)

'Iotal

Balance at 1 July

Additions duling the year

Interest accrued during the year

Investrncnt r.naturities during tl-re year

Fair value gain/(loss) - if measured at FVOCI/FVTPL

Balance at 30 Jurle

45
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Naromoru Watcr and Sanitation Company Ltd
Annual Reports and Financial Statcrncnts
For the year endcd June 30 2023

26. Quoted Invcstrncnts

Opcning valuation

Movements during the ycar

Additions

Disposals

Fair value gains/(losses)

Closing valuation

46
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Naromoru Watcr and Sanitation Company Ltd
Annual Reports and Financial Statcnrcnts
For thc year cnded June 30 2023

Notcs to thc financial statcmcnts (continucd)

27. Unquotcd Invcstmcnts

No No No Shs Shs

Entity B

Entity C

Cost

At July I

Additions

Fair value gains/(losses)

Disposals

Impairmcnt

At July I

Disposals

h.npairment loss in the year

At .Iunc 30

Nct bool< r'aluc

41
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Naromoru Watcr and Sanitation Company Lttl
Annual Reports and Financial Statcments
For the year ended Junc 30 2023

Provide short appropriate explanations as necessary, including make-up under the table belowJ

Disclose any dividends received with respect to unquoted inveslments and the valuation

methodologt. ioi-i

Notes to the financial statements (continued)

28. Invcntories

ShsNo No No Shs Shs

Entity A

Entity B

Entity C

2,857,415General stores

Water Inventory (Reservoir & Distribution Line)

Chemicals & Laboratory items

2,313,742Water meters

Uniform and protective clothing

Fuel, oil and lubricants

No of shu res

2022t2t)23

t

\onrin:rl

r':rluc of

sirarcsi

1lu rchas

Va[uc of

shlrrcs Itss
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54,850

Water fittings and Accessories
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Naromoru Water and Sanitation Company Lttl
Annual llcports and Financi:rl Statemcnts
For thc ycar enclccl Junc 30 2023

Motor vehicle spare parts

Goods in transit

Stationery and general stores 1,685

Finished goods

Work in progress

Less: Inrpairment of stocks

Total 2,370,277 2,857,415

[Provide slrcrt appropt'iute explanations as necessory]

28. a) Rcconciliation of Impairment Allorvancc for Inventories

29. Traclc and Other lLcccivablcs

At the beginning of the year

Additional provisions during the year

Recovered during the year

Written off during the year

At the end of the year

Trade receivables (note (29a)) 3,085,131 2,910,784

Deposits and prepayments

VAT (Value Added Tax) recoverable

Staffreceivables (note 29 (c))

Other receivables

Gross trade antl other rcceiv:rbles 3,085,131 2,910,784

Provision for bad and doubtful receivable

Nct tradc ancl other rccciv:rblcs 3,085,131 2,910,784

49
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Naromoru Water and Sanitation Company Ltd
Annual Reports and Financial Statements
For the year ended June 30 2023

29. (b) Reconciliation of Impairment AIIowance for Trade Receivables

Gross trade receivables 3,085,l 3 r 2,9r0,784

Provision for doubtful receivables

Net trade receivables 3,085,131 2,910,784

As at June 30, the agcing analysis of thc gross trade receivables ryas as follorys:

Less than 30 days 1,021,192 1,1 09,500

Between 30 and 60 days 473,379

Between 61 and 90 days 45,282

Between 9l and 120 days 264,668 32,580

Over 120 days 79s,354 924,297

Total 3,085,131 2,910,784

At the beginning of the year

Additional provisions during the year

Recovered during the year

Written off during the year

At the end of the year

50
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Naromoru Water and Snnitation Comprny Ltd
Annual lleports and linancial Statemcnts
lor thc year ended June 30 2023

29. (c) Staff Ilcceivablcs

29. Gl) Rcconciliation of Impairment Alloryance for Staff I{cccivables

30. Tnx Ilecovcrable

Gross staff loans and advances

Provision for impairment loss

Net stafl loans

Less: Amounts due within olle year

At tl-re beginning of the year

Additional provisions during the year

Recovered during the year

Written off during the year

At the end ofthe year

At beginning of thc ycar

Income tax cl.rarge for the year (note 17)

Under/(over) provision in prior year/s (note 17)

Income tax paid during the year

At end of the year'

51
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Annual Reports and tr'inancial Statcmcnts
For the year ended Junc 30 2023

Notes to the financial statcments (continued)

31. Short Term I)eposits

32. Bank :rnd Cash Balanccs

Commcrcial banl<s

Cooperative Bank of Kenya

Barclays Bank of Kenya

Others (specify)

Cash at bank 536,7 rr t,129,676

Cash in hand

Mobile money account

536,7I I 1,129,676

52
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Naromoru Water and Sanitation Company Ltd
Annual Ilcports and Financial Statcmcnts
For the year ended June 30 2023

Notcs to the financial statcments (continuccl)

I)ctailed analysis of thc cash and cash cquivalcnts

a) Current nccount

Commercial banks 11376125t7 r29,963 52,98t

Others

Sub- total 129,,963 52,981

b) On - call cleposits

Con.rmercial banks 11376127 n 16,032 42,856

Others

Sub- total 16,032 428s6

c) Iixed dcposits account

Other Commercial banks 1137 6t257 6 390,717

Others

Sub- total 390,717 1,032,967

Sub- total

d) Othcrs(specify)

Cash in trar.rsit 972

Cash in hand

Mobile motley account

Sub- total 0 972

Grand total 536,71I 1,129,676
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Naromoru Water and Sanitation Company Ltcl
Annual Reports and Financial Statcmcnts
For the ycar ended Junc 30 2023

Notes to the financial stzrtemcnts (continued)

33. Ordinary Sharc Capit:rl

34. Rcv:rlu:rtion llcservc

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

indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation net

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

35. Fair Value Adjustment Reservc

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

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

relate to that asset is deducted from tl-re fair value adjustrnent reserve and is recognised in profit or loss.

Where a financial asset is impaired, the portion of the reserve that relates to that asset is recognised in

profit or loss.

Naromoru Water & Sanitation Company Limited also contributes to the statutory National Social

Security Fund (NSSF). This is a defined contribution scheme registered under the National Social

Security Act. Naromoru Water & Sanitation Company Limited obligation under the scheme is limited

to specific contributions legislated from time to time and is currently at Kshs.400 per employee per

month. Other than NSSF the entity also has a defined contribution scheme operated by County Pension

Fund. Employees contribute 7.5%o while employers contribute l5Yo of basic salary. Employer

contributions are recognized as expenses in the statement of financial performance within the period

they are incurred 
54
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Naronroru Watcr and Sanitation Company Ltd
Annual Rcports and Financial Statemcnts
lor the ycar ended June 30 2023

36. Retaincd Ilarnings

ITBl'AINEI) IiAIi.NINGS 2022t2023

Kshs

2021/2022

I(shs

I{eserves 10,39 I ,655 1,237,146

Surplus/Loses for the period ( 1,713,s81) 1,268,2s9

Other reserves /prior 1,650,468 1,886,250

TOTALS 10,328,542 10,391,655

37. Dcferrcd Tax Liability

Deferred tax is calculated on all temporary differences under the liability method using the enacted tax

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

The movement on the defelred tax account is as follows

Accelerated capital allowances

Unrealised exchange gains/(losses)

Revaluation surplus

Tax losses carried forward

Provisions for liabilities and charges

Net deferred tax liability

55

Tlre retained earnings represent amounts available for distribution to the entity's shareholders.

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

,)0)

..'';
0I I-', )1t



Naromoru Water and Sanitation Company Ltd
Annual Rcports and Financial Statcments
For the ycar cndcd June 30 2023

Balance at beginning of the year

Credit to revaluation reserve

Under provision in prior year

Inconre statement charge/(credit)

llalance at end of thc year

38. Borrorvings

a) External Borrorvings

Balance at beginning of tl.re year

External borrowings during the year

Repayments of during the year

Ilalance at end of thc year

h) Domestic Borrorvings

Balance at beginning ofthe year

Domestic borrowings during tl-re year

Repayments during the year

Balance at end of thc ycar

C) Total Ilalance at cnd of the periocl c = af b

56
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Naronroru Water ancl Sanitation Company Ltcl
Annual Ilcports and Financial Statcrncnts
For thc ycar endcd Junc 30 2023

Notes to the financial statements (continued)

The analyses of both external and domestic borrowings are as follows

Iixtcrnal Borrorvings

Dollar denomir.rated loan from 'xxx Organization'

Sterling Pound denorninated loan from 'yyy

organization'

Etrro denomir.rated loan from zzz organization'

I)omcstic Ilorrorvings

Kenya Shilting loan from KCB

Kenya Shilling loan fronl Barclays Bank

Kenya Shilling loan frorn Consolidated Bank

Total balance at end ofthe year

Short term borrorvings (current portion)

Long term borrorvings

Total

57
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Naromoru Water and Sanitation Company Ltd
Annual Reports and Financial Stntcmcnts
For thc year cndcd Junc 30 2023

39. Lense Liability

At the start of thc vcar

Discount interest on lease liability

Paid during the year

At end ofthc year

Year I

Year 2

Year 3

Year 4

Year 5

On wards

Less: unearned interest

Analysed as

No n-Cu rren t

Cu rrcnt

58
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Naronroru Watcr and Sanitation Company Ltcl
Annual Reports and Financial Statcrncnts
For thc ycar encled June 30 2023

40. Provisions

Provisions dctails

41. Retircmcnt Bcncfit Obligations.

Balance at the bcginning ofthe year

Additional Provisions

Provision utilised

Change due to discount and time

value fol money

Balance at the end of tl.re year

Current Portion of Provisions

Long-ternl portion ol Provisions

l-otal

I(shs I(slrs Kshs I(shs Kshs

Current benefit obligation

Non-current benefit

obligation

T'otal
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Naromoru Water and Sanitation Company Ltd
Annual Reports and Financinl Statements
For the year endecl Junc 30 2023

Notes to the financial st:rtements (continuecl)

Retirement benefi t Asset/ Liability

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

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

the scheme is limited to specific contributions legislated from time to time and is currently at Kshs.

400 per employee per month. Other than NSSF the entity also has a defined contribution scheme

operated by County Pension Fund. Employees contribute 7.5Yo while employers contribute l5o/o of

basic salary. Employer contributions are recognized as expenses in the statement offinancial

performance within the period they are incurred.
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N:rromoru Water and Sanitation Company Ltd
Annual Ilcports and Financial Statements
For the year ended June 30 2023

Notcs to the financial statements (continucd)

Ilccognition of ll.ctircment Bcncfit Asset/ Liability

a) Amounts recogniscd under other g:rins/ Losscs in the statcmcnt of Comprehensivc Incomc

Discount rates

Future salary increases

Future pension increases

Mortality (Pre- retirement)

Mortality (Post- retirement)

Withdrar.vals

Ill health

Retircrnent

The retutn on defined plan assets

Actuarial gains/ losses arising from changes in demographic

assumptions

Actuarial gains/ losses arising from changes in financial

assumptions

Actuarial gains and losses arising from experience adjustments

Others (Specify)

Adjustments for restrictions on the defined benefit asset

Remcasurcment of thc net clefinecl bcncfit liability (assct)

61
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Naromoru Watcr and Sanitation Company Ltd
Annual Ileports and Financial Statemcnts
For the year ended June 30 2023

b) Amounts rccogniscd in the Statcmcnt of I'inancial I'osition

Present value ofdefined benefit obligations(a)

Fair value of plan asscts(b)

Funded Status(:a-b)

Restrictions on asset recognized

Others

Net Asset or liability arising from defined benefit obligation

62
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Naromoru Watcr and Sanitation Company Ltcl
Annual Ilcports and Financial Statcmcnts
For the year ended June 30 2023

Aging Analysis for Tradc and othcr I)ayablcs

Trade payables 2,002,025 1,908,836

Accrucd expenses

Employee payables

Othel payables

'fotal 2,002,025 l,g0g,g36

Under one year 993,950 50% 814,772 50%

l-2 years 363,000 t8% 400,824 18%

2-3 years r 16,000 6% 345,240 6%

Over 3 years 529,075 26% 348,000 26%

Totnl 2,002,,025 100,,1, I,908,836 100"

63

Notes to the financial statements (continued)

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

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

the scherne is limited to specific contributions legislated from time to time and is currently at Kshs.

400 per employee per month. Other than NSSF the entity also has a defined contribution scheme

operated by County Pension Fund. E,nrployees contribute 7.5% while employers contribute l5o/o of

basic salary. Employer contributions are recognized as expenses in the statement offinancial

performance within the period they are incutred

42.Trarle and Other Payablcs
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Naromoru Water and Sanitation Company Ltd
Annual Ileports and Financial Statcments
For the year encled Junc 30 2023

43. Refundablc Deposits and Prcpayments

Aging Analysis for Ilefundable Dcposits and Prcpaymcnts

44. I )cfcrrcd I nconrc

2,455,5002,600,000Customer deposits

00Prepayments by customers

0Retention/Contract deposits

0Others (Specify)

2,455,5002,600,000Total

13.87Yo340,500154,500

13.24%325,000340,500l-2 years

228,00012.5Yo325,0002-3 years

63.6r%1,562,00068.85%1,780,000

2,455,5002,600,000Total

13,203,749I 1,553,281National/County government

International funders

Public contributions and donations

13,203,749I 1,553,281Total dcferred incomc

I 
^s/rr 

1

I:t'2022/202i

i(.s[.r

i.-1' 2u2l/20: l

0

0

')'1, of thc

total

'71, of f hc

totuI

E\'2021t2022I,'\' 2()22i202-3

5.56YoUnder one year

t3.t%

9.29%

Over 3 years

t_
KShs

I
KShs

F 1' 202 l,/2022i l'1'2022,'2023l)cscription
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Thc dcfcrrcd inconre movcment is as follorvs:

45. Dividcnds I'ayablc.

The balance of dividends payable relates to unclaimed dividends, payable to different shareholders

The balances are analysed in annual amoullt below.

Balance brought forward 13,203,749 13,203,749

Additions

Transfers to Capital fund

Translers deferred Income

from long term liability to

current liability (1,6s0,468) ( l ,6s0,468)

Balance carried folward I1,553,28I 11,553,281

At thc bcginning of the year

Additional declared during the year

Paid during the year

65
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Dividend Payablc analysis

Under one year

l-2 years

2-3 years

Over 3 years

Tot:rl

66
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Notcs to the financial statements (continucd)

46. Taxation

47. Notcs to The Statcment of Cash Flou.s

At bcginning of the year

Income tax charge for the year

Income tax paid during the year

At end ofthe year

(a) Reconciliation of operating profit/(loss) to cash

gcnerated from/ (used in) oper:rtions

Profit or loss before tax (1,713,581) 1,268,259

Depreciation 910,319 910,246

Amortization 0

(Gain)/loss on disposal of property, plant and equiprnent 0

Operating profit/(loss) before working capital changes

Working capital changes

Increase in receivables (174,347) 392,703

Increase in payable (25,5 l0)

Increase Customer Deposits 144,500 340,500

Decrease in differed liability (235,782) (21 8,4s 1)

Decrease in Inventory 487,138 (1,499,469)

Cash gencrated from/ (used in) operation (488,564) 1,,228,278

(b) Analysis of changes in loans

6l

| )', /', t :)

Under/(over) provision in prior yearls

2t)21,/2t)))

Kshs ..,:i

93,1 89
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Balance at beginning of the year

Receipts during the year

Repayments during the year

Repayments of previous year's accrued interest

Foreign exchange (gains)/losses

Accrued interest

1,228,278(518,924)Balance at end of the year

(c) Analysis of cash and cash equivalents

0 0Short term deposits

536,7 rr 1,129,616Cash at bank

0 0Cash in hand

1,r29,676536,7 rtBalance at end ofthe year

(d) Analysis of intcrcst paid

Interest on loans

Interest on bank overdraft

Interest on lease liabilities

Interest on loans capitalised

Balance at beginning ofthe year

Balance at end ofthe year (note 35(b))

Interest paid

(e) Analysis of dividend paid

Balance at beginning ofthe year
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2Oxx dividends paid

2Oxx dividends paid

20xx interim dividends paid

Balance at end ofthe year

Dividend paid
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Notes to thc financial statements (continucd)

Other Disclosures

48. Related Party Disclosurcs

County Government of Nyeri

The County Government of Nyeri is the principal shareholder of the Company, holding 100% of the

Company's equity interest. The County of Government of Nyeri has provided full guarantees to all

long-term lenders of the Company, both domestic and external.

Other related parties include::

. The County Department in charge of Water

o County Government of xxx

o Water works Agencies

o WASREB (Water Services Regulatory Board)

o WARMA

o Water Sector Trust Fund

. Key management

. Board of directors

. Others (specify)

Transactions rvith related parties

a) Salcs to related parties

Rent Income frorn govt. agencies

Water sales to Govt. agencies

Interest income from Govt Commercial Banks

Interest income from T-bills and Bonds

Others (Specify)

Total

70
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b) I'urchases from rclatecl parties

Purchase of water from govt service providers

Rent expenses paid to govt agencies

Training and conference fees paid to govt. agencies

Bank charges paid to Govt Commercial banks

Interest expense to investments by other govt. entities

Others (specify)

Tot:rl

b) Grants from thc Govcrnment

Grants from National Govt Agencies

Grants frorn County Government

Donations in kind

Tot:rl

c) Ilxpenscs incurrcd on bchalf of rclatcd party

Payments of salaries and wages for xxx employees

Payments for goods and services for xxx

'l'otal

d) Key managemcnt compensation

Directors' emolurnents

Compensation to key managen-rent

Total

1l

['i
:t): ),') t; ) -i
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49. Capital Commitmcnts

Capital commitments at the year- end for which no provision has been made in these financial

statements are

Contingcnt Assets and Liabilities

Contingcnt Asscts

Amounts authorised and contracted for

Amounts authorized but not contracted for

Less: Amounts included in Work in progress

Contingent assets

Insurance reimbursements

Assets arising from determination of court cases

Reimbursable indemnities and guarantees

Receivables from other government entities

Others (Specify)

Total

72
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Contingent liabilitics

Court casc xxx against thc entity

Bank guarantees in favour ofsubsidiary

Contingent liabilities arising from contracts including PPPs

(Public Plivate Partnership)

Others (Specify)

l'otll

Co n tin gcn t l,iabilitics

Financial Risk Management

The Company's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreign currency. The company's overall risk management programme

focuses on unpredictability of changes in the business environment and seeks to minimise the potential

adverse effect ofsuch risks on its performance by setting acceptable levels ofrisk. The company does

not hedge any risks and has in place policies to ensure that credit is only extended to customers with

ar.r established credit history. The cornpany's financial risk management objectives and policies are

detailed below:

73
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Notes to the financial st:rtcmcnts (continucd)

(D Credit risk

The Company has exposure to credit risk, which is the risk tl.rat a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position,

past experience and other factors. Individual risk limits are set based on internal or external assessment

in accordance with limits set by the directors. The amounts presented in the statement of financial

position are net of allowances for doubtful receivables, estimated by the company's management based

on prior experience and their assessment of the current economic environment.

At 30 Junc 2023
Trade Receivables 3,085,1 3 r 1,972,251 l,l12,880
Other Receivables
Investments

536,711Bank balances 536,1tt
3,,621,842 2,509,962 1,112,880Total

At 30 June 2022 (previous Year)
1,797,848 1,tt2,936Receivables 2,9t0,784

Other Receivables
Investments

Bank balances 1,t29,676 1,129,67 6

l,l12,936Total 4,040,460 2,927,524

74

The carrying amount of financial assets recorded in the financial statements representing the entity's

maximum exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

Total
lutno un t
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C red it Ris k (Co ntin ued)

The customers under the fully perfonning category are paying their debts as they continue trading. The

credit risk associated with these receivables is minirnal and the allowance for uncollectible amounts

that the company has recognised in the financial statements is considered adequate to cover any

potentially irrecoverable amounts.

The board of directors sets the company's cledit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

iD Liquidity risk management

Ultimate responsibility for liquidity risk rnanagenlent rests with the Cornpany's directors, who have

built an appropriate liquidity risk managernent framework for the management of the Company's short,

medium and long-term funding and liquidity management requirements. The Cornpany manages

liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial

liabilities by their remair.ring contractual maturities at the reporting date. The amounts disclosed in the

table are the contractual undiscounted casl.r flows. Balances due within 12 months equal their carlying

balances, as the irnpact ofdiscounting is not significant.

At 30 Junc currcnt yctr

Trade payables

Current portion oI borrowings

Provisions

Deferred income

Employee ber.refi t obligation

'I'otal

At 30 June prcvious year

75
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Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefi t obligation

(iii) Market risk (Toilor as appropriate)

The board has put in place an internal audit function to assist it in assessing the risk faced by the

Company on an ongoing basis, evaluate 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 will affect the entity's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk exposures

within acceptable parameters, wl.rile optimising the return. Overall responsibility for managing market

risk rests with the Audit and Risk Management Committee.

The company's Departrnent in charge of risk management is responsible for the development of

detailed risk management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day-to-day implementation of those policies.

There has been no change to tl.re Company's exposure to market risks or the manner in which it

manages and measures the risk.

a) Foreign currency risk

The company is currently not exposed to currency risk because it does not trade with

foreign countries.

76
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Notes to thc financial statcments (continucd)

(iii) Market risk (Continued)

The carrying amount of the Company's foreign curlency der.rominated monetary assets and

monetary liabilities at the end of the reporting period are as follows:

The Cornpany manages foreign exchange risk forrn future commercial transactions and

recognised assets and liabilities by projecting for expected sales proceeds and matching the same

with expected payments.

At 30 Junc Currcnt Ycar

Iiinancial assets

Investments

Cash

Debtors

Trade and other payables

Bon'owings

Net foreign currency asset/(liability)

At 30 Junc Prcvious ycar
Irinancial asscts

Investments

Cash
I)ebtors
lrinancial Liabilitics
Trade and other payables

Ilorrowings
Net foreign currency asset/(liabitity)

-I'otaOthcr'

curruncics

Financial Li:rbilitics

()thcr
currcrtcics

Totll

li.h-t...
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Notes to the financial statements (continued)

b) Foreign currency sensitivity analysis

The following table demonstrates the effect on the company's statement of comprehensive income

on applying the sensitivity for a reasonable change in the exchange rate of the three main

transaction currencies, with all other variables held constant. The reverse would also occur if the

Kenya Shilling appreciated with all other variables held constant.

The company has not borrowed money and thus not afl'ected by interest rate risk

i) Management of intercst rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

2023 Current FY

Euro

USD

2022 I'rcvious FY

Euro

USD
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Notcs to thc financial statcments (continucd)

iD Sensitivity analysis

The Company analyses its interest rate exposure on a dynarnic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The sensitivity

analysis for interest rate risk assumes that all other variables, in particular foreign exchange rates,

remain constant. The analysis has been performed on the same basis as the prior year.

iii) Fair value of financial assets and liabilities

o) Financiol ittslruments measured atfoir value

Determination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

obtained from independent sources; unobservable inputs reflect the Company's market

assumptions. These two types of inputs have created the following fair value hierarchy:

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

This level includes listed equity securities and debt instruments on exchanges.

i0 Level 2 - Inputs other than quoted prices included within Level I that are observable

for the asset or liability, either dircctly (that is, as prices) or indirectly (that is, derived

from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable malket data

(unobservable inputs). This level includes equity investments and debt instruments

with significant unobservable cornponents. This hierarchy requires the use of
observable market data wl.ren available. The Company considers relevant and

observable market prices in its valuations where possible.

70
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Notes to the linancial statements (continucd)

The following table shows an analysis of financial and non- financial instruments recorded at fair value

by level ofthe fair value hierarchy:

There were no transfers between levels l, 2 and 3 during the year

Financial instruments not measured ot fair value

Disclosures of fair values of financial instruments not measured at fair value have not been made

because the carrying amounts are a reasonable approximation of their fair values.

Financial Assets

Quoted equity investments

Non- financial Asscts

Investment property

Land and buildings

At 30 June 2022

Financial Asscts

Quoted equity investments

Non- financial Assets

Investment property

Land and buildings

II

80
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Notcs to thc financial statements (continued)

iv) Capital li.isk Management

The objective of the Company's capital risk n.ranagement is to safeguard the Board's ability

to continue as a going concern. The Company's capital structure comprises of the following

funds:

50. Incorporation

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

Kenya.

51. Events After thc Reporting Period

There were no n.raterial adjusting and non- adjusting events after the reporting period.

Revaluation reserve

10,328,542 10,391,655Retained earnings

Capital reserve

'l'otal funds 10,328,542 10,391,655

Total borrowings

Less: cash and bank balances (s36,7 rt) (t,129,676)

2,9t0,784Net debt/ (excess cash and cash equivalents) 3,085,131

24.6" 17.lol,Gcaring

8l

) t:
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20. Appendices

Appendix l: progress on follow up of auditor rccommendations.

The following is the summary of issues raised by the external auditor, and management comments

that were provided to the auditor.

Resolved

The company faced

challenges witl-r effects of

Covid- 19 Pandemic that

resulted to shortfall of the

targeted revenue

expectations.

As the company under its

formation is not a profit

making entity, the negative

working capital does not

affect the company's

sustainability of service.

I

Undisclosed

Material

Uncertainty in

Relation to

Going Concern

Resolved2

Unsupported

Adjustment in

the Statement of

Cash flow

This has since been corrected

and adjusted in the amended

financial statements.

Resolved

This has since been corrected

and adjusted in the amended

financial statements.

.,

Inaccuracies In

Property, Plant

and Equipment

82
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Resolved
4

Un-Analysed

Trade

Receivables

This has since been corrected

and adjusted in the amended

financial statements.

Resolved5

Budgetary

Control and

Performance

The cornpany realized an

under funding in its Budget

due to shortfall in targeted

billing. This was attributed to

the prolonged dry spell that

resulted to the company.

6

Un-Resolved

Prior Year Audit

Issues

The cornpany is currently

foltowing up on the matters

and hopes to address the

issues raised amicably.

Not-

Resolved

1 Personnel Costs

The cornpany will strive to

increase its Operational costs

through increase of internally

generated revenue and

lobbying of funds to other

development partners to

improve on its total

expenditures.

The personnel cost is 38%

computed from a personnel

Resolved
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cost of Kshs. 6,368,076 as a

percentage of O&M of Kshs.

16,540,076 as guided by

Wasreb Key Indicator

Parameters

Resolved

The company has contracted

a Company Secretary who

offers advises on matters

Cornpany Law. In reference

to this Audit finding, the

Company Secretary advised

that Naromoru Water &

Sanitation Company under its

current formation (limited by

Guarantee) does not require

its board of directors to be

gazetted.

8

Failure to

Gazette Board of

Directors

Not

Resolved

The company had not

conducted then Annual

Evaluation of Board

Performance in the year

under audit due to Covid-I9

restrictions on meetings. This

has however been carried out

9

Lack ofAnnual

Evaluation of

Board

Performance

84
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and will be recognized in the

current financial year

202U2022.

l0
Non- Revenue

Water

The cornpany had UFW of

29%.This is also anticipated

to reduce to 27o/o in the

financial year 202012021 if
the Conventional Treatment

Works under construction

will have been completed and

handed over to tl.re company

by the County Government of

Nyeri. Meanwhile, the

following measures have

been taken to reduce UFW

. Rapid Result

Initiative was put place for

close supervision on

servicing of water meters and

attendance ofbursts and leaks

without delay.

o Installation of zonal

meters

o h.rstallation of water

strainers

Not-

Resolved
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. gealing

consumer meters

r Ensuring

metering ratio

100%

of all

il
Operation

Without a

License

The company is in its final

stages in the application for

License from Water Services

Regulatory Board

(WASREB) where the

regulator has promised to

grant the company a 2- year

Interim License.

The company plesented

before your office documents

to attest to this on the

progress it has made on this.

Resolved

12

Lack ofa

Consumption

Based Water

Billing System

Resolved

The company has a

Centralized Billing System

that it uses to bill its

consumers. The 994

Connections that were billed

on flat rate consumed 0-6

units and were charged at

Kshs. 250 as they belong to

86
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that cluster in the Company's

Tariff'. No revenue was lost

as a result.

13

Lack of

Apploved Water

Charging Tariff

The company after its

formation was granted a

Service Provision Agreement

(SPA) by Tana Water

Services Board and issued

with a tariff frorn Othaya

Mukurweini Water Services

Company (OMWASCO)

water and sewerage whicll

was adopted by the Board of

Directors of Naromoru Water

and Sanitation Company.

The arnendments made on the

deposit charges for

consumers were approved by

the Board of Directors.

Not-

Resolved

Resolvedl4
Failure to file

Annual Returns

The company has contracted

a Company Secretary wl'ro

offers advises on matters

Cornpany Law. In reference

to this Audit finding, the

Company Secretary files a

87
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return after the every Annual

General Meeting for

compliance.

Due to Covid l9 restrictions

on conveyance of meetings,

the company did not hold Its

AGM in the year 2020 which

has led to delays in filing of

the returns.

Not-

Resolved
l5

Lack of Staff

Ethnic diversity

The company upon filing of a

vacant position advertises

through the Company's

website, County Government

website and in the Dailies.

Being in a small rural area,

the company presumably

attracts interest from

applicants from nearby towns

and surrounding counties

who upon interviewing are

recruited.

Resolvedl6
Lack of a Risk

Management

The company has drafted the

Risk/Disaster Management

Policy which is in the draft
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Policy &

Framework

stage awaiting Board of

Directors approval for

adoption. The same

document was presented to

your office during audit.

t7

Lack of ICT

Policy and

Strategic Plan

The company has drafted the

IT strategic plan and Policy

which is in the draft stage

awaiting Board of Directors

approval for adoption. The

company is in the process of

fonnulating an I.T

Comrnittee for compliance of

the same.

Resolved

l8
Lack of Internal

Audit Function

The company is in the

process of advertising and

filling the position of the

Internal Auditor. It has also

included this allocation in its

Personnel Costs in the Budget

for Financial Year 2022-2023

and therefore expects to

commence the recruitment

process as from July 2022.

Reso lved
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t9
Lack ofan

lmprest Register

The company has prepared

and is currently maintaining

and updating the register.

This will be recognized in the

coming financial year's audit.

Resolved

Guidance Notes:

(i) Use the same reference numbers as contained in the external audit report.

(ii) Obtain the "Issue/Observation" and "management comments", required above, from final

external audit report that is signed by Management.

(iii) Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this report.

Name

Signature

Managing

Date.........

6t-rb, w""Li'J De-l

Director

z-: !tl*,::r-
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Appendix II: Projects Implemented by the Company

Projects

Projects implemented by the Company Funded by development partners

Status of Projects completion

(Suntmarise the status of project completktn at the end of the reporting period, i.e., total cost.t

incurred, slage which the project is etc.)

I

2

J

9l

50urccs

of liutds

I
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Appendix III- tnter-Entity Confirmation Letter

I I nse rt yo ur Lettcr h ead]

finsert name of beneficiary enlitYl

[Inserl Address]

T\e [insert sCisAG,4/Fund name here] wishesto confirm the amounts disbursed to you as at 30u'June 20xx as indicated in the table below' Please

compare the amounts disbursed to you with the amounts you received and populate colurnn E in the table below. Please sign and stamp this request

in the space provided and return it to us.

a

Differences

(KSh'

(r):(D-E)

Amount Received

by [beneficiary

entityl

(KShs) as at 306

June 20xx

(E)

Total

(D):(A+B+C)

Inter-

Ministerial

(c)

Development (B)Recurrent (A)Date

Disbursed

Reference

Number

Total

1
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Ln confirm that the amounts shown above are correct as of the date indicated.

l"3dDate.Name... Sign .......

Head ofAccountants department ofbeneficiary en

Appendix IV: Reporting of Climate Relevant Expenditu
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Appendix V: Reporting Disaster Management Expenditure

(Attachforms from each transferring Government entity.)

Column I Column II Column

III

Column IV Column V Column

VI

Column

VII
Programme Sub-

programme

Disaster

Type

Category of disaster related Activity that

require expenditure reporting

(response/recovery/miti gation/preparedness)

Expenditure

ltem

Amount

(Kshs.)

Comments

94
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Appendix VI: Recording of Transfers from Other Governmcnt Entities

Recurrent

Ministry/County

department of

Water

Development

Ministry/County

Department of

water.

Donor FundUSAID

Direct Payment

name of

Development

partner/County

department etc.

Total
l
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