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NAROMORU WATER & SANITATION COMPANY LIMITED.
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR EFTDED 30JUNE 2022

I. Key Entity Information

Background information

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

(486) on 30ft July 2012. At County level, the Company is represented by the County Executive Member

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

general policy and strategic direction of the Company. The Company is domiciled in Kenya and has one

offlce in Naromoru Town, in Kieni-East District in Nyeri County.

Principal Activities

The principal activity of the Company is to provide Water and Sanitation Services to residents of
Naromoru Town and its immediate environs in Nyeri County and lower parts of Lamuria Location in
Tigithi Sub-Location in Laikipia County.

Directors

The Directors who served the entity during the year were as follows

Name Status

J

l. Mr Samuel Mbutu Mwaura
2. Rev. Francis Nderitu Wothaya
3. Mrs. Naomi Waitherero Githinji
4. Mr. Rachael Wangui Muturi
5. Ms. Pauline W Ndegwa
6. Mr Simon Ndirangu Gachunia
7. Mr. David Wambugu Gathuku
8. Ms. Gladys Njeri Warugongo
9. Richard Gikuhi Kiana

Chairman
Director
Director
Director
Director
Director
Director
Managing Director
Company Secretary

Date of Appointment

l5th January,2Ol5
l5e May, 2016
l5th Mav- 2016
l5'r,Ma;;h,2019
19th October,2019
7ft July, 20 l8
7'h July,2o2l
3oth.luly, 2o2l
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NAROMORU WATER
ANNUAL REPORT

II. The Board of irectors

ATION COMPANY LIMITED.
STATEMENTS FOR THE YEAR ENDED JOJUNE 2022
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Mr Mbutu Mwaura

Mbutu Mwaura is an Economist with Master's degree from University of Na:

Kenya (1998) and a Water and Sanitation Services Practitioner with Internal
Executive Masters in Water Supply and Sanitation Services Management
AgroParisTech Institute, France (2018). He is currently pursuing (cleared c,

work and now on Thesis phase entitled 'Productivity analysis among \
Service Providers in Kenya') PhD in Economics at Kenyatta University, K,

He has over 20 years of professional work experience in both public and pr

sectors in the fields of policy analysis, planning, research, development fir
and monitoring and evaluation.

Mbutu Mwaura is currently, since 2008, the Corporate Planning, Monitorinl
Evaluation Manager with Nairobi City Water and Sewerage Company
Previously, he worked with Fineline Systems and Management Consulting
(1999 -2002), Kenya Union of Savings and Credit Cooperatives (KUSCCO.
(2002 - 2003) and Kenya Institute for Public Policy, Research and Ani
(2004 - 2008).

On govemance and leadership facets, Mbutu Mwaura is the Chairman, Boa

Management for St. Peters Kambura-ini Secondary School and a memb

Board of Directors (and Chairman of Finance, Human Resources

Administration Committee and a member of Technical Committee) of Naro
Water and Sanitation Company Ltd., both in Nyeri County, Kenya. He is al

Associate member of Kenya Institute of Management (KIM).He repre

Professional Group Stakeholders in Narowasco

I

2.

i

David Wambugu Gathuku
Holds a Bachelor of Arts (Economics)from Egerton University (1991), Post

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

Diploma in Senior Management (KEMI-2009)
Has over 30 years' experience in the Education Sector as Curriculum
Implementer and Admini strator.
He is currently The School Principal at Matu Secondary School in Murang'a

t the

Revered Francis Wothaya Nderitu
Holds a Diploma in Bible and Theology from Machakos College of Theolog:

Currently, he is the Revered in-charge Africa Inland Church-Naromoru. He i
Chairman of Pastor's Fellowship in Naromoru.

3.

vll



NAR('ilI0RI i WAT'UR T iiANI'T'ATION COMPAI\IY LIMITED.
ANNIJAI,IIEP('RI'ANI) FINAN('IAI, STATEMENTS FOR THE YEAR ENDED 30JUNE 2022

4. Mrs Naomi Githinji
She is an "A" level holder at Star Sea High School. Holds a Diploma in Electrical
Engineering at Kiambu Institute of Science and Technology.
Currently, she is a businesswoman running an electrical workshop in Naromoru.

t. Ms Pauline W. Ndegwa
Holds Bachelor of Arts (Cultural Studies Moi University) 2003
work experience;Chief officer- Water and Irrigation Services 2019-2020, Chief
Officer Governor's office 2018-2019, Chief Officer Public Service Management
20l8,Sub County Admin 2015-2018, Ward Administrator 2014-20l5,Project,
Director - Compassion International Kenya 2008- 2014, Social Worker
Compassion International Kenya 2006-2008, BOM Teacher Bingwa secondary
school 2005-2006. BOM Teacher Witima Secondary school, Othaya 2003-2004

6. Mr Simon Ndirangu Gachunia
He holds a Masters of Arts in Internal Relations from United States International
University (USru). He has a Post Graduate Degree in Cross Cultural
Communications and International Works from the Hald Internajionale Senter,
Norway. Holds Bachelor of Education's Art (Mathematics and Business Studies)
from Kenyatta University. He is the current chairman of Choice Microfinance
Bank and B.O.M chairman of St. Gregory Karima Secondary School. He
represents the Governor in the Board of NAROWASCO

7 Ms Rachael Wangui Muturi
Holds a Diploma in Farm Management from Egerton University, 2006. Has
worked as a Divisional Environment and Land Management Officer in Kieni East
and as an Agricultural officer in Kieni East Sub-County since 2010. She is
currently serving as a Ward Agricultural in charge of Thegu River Ward.
She represents women group in the Board of NAROWASCO.

8. Ms Gladys Njeri Warugongo
Holds Bachelor's degree in Business Administration (Finance) from Kenya
Methodist University
She also holds a Professional 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 Commercial Department for (7) years.
Currently she is the Managing Director for Naromoru Water & Sanitation
Company.
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NAROMORU WATER + SAMTATION COMPANY LIMITED.
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED sOJUNE 2022

III. Manageme Team

Ms Gladys Njeri Warugongo 
I

fiolds Bachelor's degree in Business Administration (Finance) from Kenya Ue(hodist
IJniversity
phe also holds a Professional Certificate in Certified Public Accountants (ClA) by

IASNEP .. ^^^.1pas worked in Tetu Aberdare Water & Sanitation Company (TEAWASCO)|as an

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

bommercial Manager and Head olCommercial Department for (7) years. Cu{rently
Nhe is the Managing Director for Naromoru Water & Sanitation Company 

I

Ms Lydiah Wangu Kiara 
I

polds a Diploma in Water Engineering from Kenya Water Institute. I

iiu. *o*.i i, ,i" Northern Water Services Board as an Engineering Assistantlin the

office of Planning & Design for 2 years, Project Manager Likii Water Resfurces
Users Association for Community Development Trust Fund for 3 years. Prevliously

ivorked as a Road Inspector for Kieni East and West Sub- County in Nyeri Courity for
4 years.

id;;i;, been a Private Consultant in the Water Sector for a period of I year 
I

She is currently the Technical Services Manager for NAROWASCO I
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NAROMORU WATER & SANITATION COMPAT{Y LIMITED.
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR EI\TDED JOJUNE 2022

ry. Chairman'sStatement

I am happy to report that 202112022 was a successful year for the company despite the company losing
its founder Ceneral Manager Mr.David Gitonga on 26th July,2O2l.
International Scene
World real GDP contracted by 4.2 per cent in 2020 compared to a growth of 2.7 per cent in 2019. 'Ihe

contraction was mainly attributed to slowdown in economic activities due to emergence of the
Coronavirus Disease 2019 (COVID-l9). 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 2019. This was
due to accelerated collapse in economic activity driven by sharp declines in demand and supply of
services. Sub Saharan Africa economies contracted by 1.9 per cent in 2020 compared to a real GDP
growth of 3.2 per cent in 2019. East African Communrty (EAC) real GDP contracted by 0.2 per cent in
2020 compared to a growth of 6.2 per cent recorded in2019.
Global inflation eased from 3.5 per cent in2019 to 3.2 per cent in2020largely due to significant decline
in oil prices. World trade volume contracted by 10.3 per cent in2020 compared to 1.0 per cent growth
in2019, a reflection of pronounced weakness in aggregate demand. The decline in trade volume was as
a result of lockdowns and restriction of movements coupled with border closures that notably
constrained consumption of a wide variety of goods. World current account surplus as a percentage of
GDP narrowed from 0.5 per cent in 2019 to 0.2 per cent in 2020. 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 202A from 5.5 per cent in 2019.

Economic Performance
Real Gross Domestic Product (GDP) is estimated to have contracted by 0.3 per cent in 2020 compared
to a growth of 5.0 per cent in2019. The contraction was spread across all sectors of the economy but
was more dismal in accommodation and tbod serving activities, education, professional and
administrative service activities. Agriculture, Forestry and Fishing activities were however more vibrant
in 2020 despite a contraction in global demand in 2020. The sector grew by 4.6 per cent in 2020
compared to 2.3 per cent growth in 20l9.Manufacturing sector growth slowed down from 2.8 per cent
in 2019 to 0.2 per cent in 2020. Despite most sectors recording contraction in growths, the economy was
somewhat supported by accelerated growths in agricultural production (4.8 per cent), construction
activities (ll 8 per cent), financial and insurance activities (5.6 per cent) and health services activities
(6.7 per cent).
In the review period, monetary policy was premised on the need to cushion the economy from the
adverse effects of the COVID-I9 pandemic containment measures, supporting liquidity and credit
access. Central Bank Rate (CBR) was reviewed downwards from 8.50 per cent in November 2019 to
8.25 per cent in January 2020 and maintained 7.00 per cent until the end of 2020. The weighted average
interest rates for commercial bank loans and advances declined from 12.24 per cent in 2019 to 12.02 per
cent in 2020.
Agriculture remained the dominant sector, accounting for 23.0 per cent of the total value of the
economy in2020. lndustry related activities accounted for 17.l per cent of the total contribution in GDP
growth in the same period. Nominal GDP increased from KSh 10,255.7 billion in 2019 to KSh 10,753.0
billion in2020. Similarly, gross domestic expenditure at current prices increased from KSh 11,123,0
billion in 2019 to KSh 11,667.7 billion in2020. Gross National Disposable Income increased from KSh

x
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\\'atcr and Sanita n Subsectrlr Overview
.\cccss to salc lv r and sunitation is a hurnan right. Governments are the duty bearers o the

progressive realiz ion ol'this right in their jurisdictions. Kenya, under Sustainable Development
(r" has comnrittccl i

all: acccss to adecl

l-to achiel'e by 2030 universal and equitable access to safe and affordable {br

and ecluitable sanitation and hygiene for all and an end to open defecation. (,
b

spccial atterrtiot-t the nqeds ol women. girls and those in vulnerable situations. Against the

1912(120 Water Scrvice Regulatory Board (WASREB) impact report issuebackground. the 2
indicates that at th national level. sanitation coverage improved from 81% in 20l8l19 to 88% in 20 9t2o

but lr,atcr ancl S coverage declined from 597o to 570,6,lrom 17Yoto 15oZ respectively

As is tl pical in

in reduced con

sed econornies" clisposable incomes in the whole world continued to decline trng

spending. This greatly constrained our volumes and hindered growth in vcr

l3

dLrring the vear

increused liom
revier.l. l)espite the very dilficult economic conditions the Company water lling

s I2,029,850 in 2020-2021 to Kshs 13,126,100 in2021-2022
'fhe company will vc ttr provide a2l hours Water and Sanitation Service and I believe this po tion

shall bc achicvecl oLlr expanslon progranlmes.

Otrr cllirrL ltt grou improlc as a cornpany would not be possible without the leadership of the C
(itrr.'crrrnrent of N . Board o('Directors. J'ana Water Works Development Agency, the

()Llr eslcentccl cus Sr-rb ('ounty Water Otlicer- Kieni East and Water Sector Trust Fund (WS

I hc rrrsults prcsurt irr this report r.lould not hal'e been achieved without the support of the

lirr this I uish to k rny colleagr-res in the board

On bchall'of the

supporl and to all

rcsults woulcl tttlt

I i,vish to rcc:ord ollr gratitude to our consumers for their continued loyal

r enrplovecs in the company for their hard work and dedication without wh

bcen possible

Wc r.rrgc all the lders to maintain and enhance the supporl and collaboration with our cl

being 'Water for ' w'ith respect to access and 'All for Water' tiom responsibility point of view

N,{r butu Mwa

C WASC

).
and

and

the

call
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V. Report of the Managing Director

One olthe main principles of the Water Ac't.2002 and Water Act 2016 was lhat Watcl attcl Sanitittiort
Services were to be managed at the lowest level possible. In line with this principle the Mirristrr ol'\\'a1ct.
Natural Resources and Irrigation transferred.the provision of Water and Sanilation Scrriccs to \\'llct'
Services Boards with effect from July 2005. The Water Act2002 stipulates thal the \['atcr Scrr icc l]triit'i-ls
shall contract agents, known as Water Service Providers. (WSP) lor provision ol'Watct' uncl Srtttitatirrn

Services. Under the new constitutional dispensation and Water Act 2016. Water ancl Sanitation sct'r'iccs
are functions of the County Government. Therefbre. Naror,vasco is an agent o1'C'ount1'(irx'crtrntettt ol
Nyeri.

History and Legal Establishment
In compliance with the above Water Sector Reforms Act. Naromoru residents registered Naronroru \\/ater
and Sanitation Company. The Company was incorporated under the Con-rpanies Act (Cap.4tl6) arrcl thal
the Company is limited by Guarantee on 30tl' July 2012 (Certif rcate of Incorporation for thc Con-rpanv No.
CPR/2012179833.) 1'he Company's mandate is to be responsible fbr the provision of Watcr and Sanitatiorr
Services in Naromoru and its environs as mandatc-d under Water Service Provision Agreement in
accordance rvith section 1 13 of the Water Act 2002 by 'I ana Water Works Developnrent Agency'.
NAROWASCO as a Company has been given the responsibility to take charge of the Managenrent of all
the assets that were previously under the Management of both Ministry of Water and Irrigation and C'ountv
Council of Nyeri. Over the years all the existing water systems handed over to the Contpturv har,'e passecl

their ultimate design period, and in the process they have been dilapidated arrd outlivcd thcir ecortontie
lif-e. Hence, they need to be rehabilitated and augmented.
In order to be able to achieve sustainability there is need to del'clop and inrplenrent llrc inll'rtslruclure
involving various components. However. these undertakings recluires huge arnout-tt ol'nr()ltc\ lrhiclr is
beyond the capability of the Company to generate internally. therelbre demanding exterrtal luncling.
In view of the above, the company is working closely with Nyeri County Government.'l'arra Watcr \\1oll<s

Development Agency, Water Sector Trust Fund and Sub County Water Ollicc in develo;ling capital
works.

Development Plans
The C--ompany has earmarked to undertake the lbllowing activities in our Iulr,rre dcve loprnenl progranlnres.

{ Improvement of water quality by completing a conventional treatrnent plant ia,'hich is alnrost ttr

conrpletion

./ (lonslructing cl1- storage lacilities/reservoirs including rehabilitation and augrnentation ol existing

water systems.

^i Water Calchment conservation and protection progranrme.

^/ C'onstruction o1'office block.

^/ C'onstruction of sewerage system for waste water disposal

xll



Water Catchment onsen'ation
1'he conrpanv has

\ '{rter C'atchnrent
hands with other stakeholders concerned in planting indigenous trees in the

Financial Status
Irr thc llrrancial 112022 the total turnover fbr water sales rvas Kshs 13,126,100 and
prolit of Kshs I

Staff
l lrc cornparrr has

tle r clo1"r policies to
employees: - All are recruited b,v the Board of Directors. The company

le it recruit its ou'n stalf guidecl by the transler plan. The ultimate goal is to
thc conrpanl an entity. In this re'gard the company has in place Human Resource

\ \tt()\tol{ \l \ I l.R &
\\\t .\1. lll..l,()ll l \\l)

I)ro.iect Proposal
l;rrr the ;lrrrposc tll'
nccd to augnrent
lctir itics outlinccl

I)rrlceclurc nranuttl
clclir cr scrr ices.

(irntitude
I uoulcl Iike to

c()nrparlv as a g()

dcnrartd.

I t.\.l to\ ( o1il,.\\\ l.t\il I'l.t).
l. s I \ il,.\It,.\ ts l.()t{ I il1,. \ t.: \l{ 1,.\t)ul) 30.,t \u 2022

senu'ice delivery at the same time achieve sustainability there is an

sting sy'stems through development of the infrastructure by implementing
comparly's project proposal document.

irrclLrdes hcalth and sal'et1'. w'ork iniurv benefits IJIV/Aids awareness to enable

tliis opportunity to tl-rank Courrty Government of Nyeri, Tana Water

concern. 'fhe company therefbre" strivcs to meet the ever gror,ving watcr

l)r'1;c'lt-pnrent Suh Countv Water Off-icer Kieni East Sub County. Water Sector Trust
NAROWz\SCo ol'Directors fbr their support during the year, also our csteemed customers
suppliers who all instrr"unental to our sLrccess this year. I am also grateful to our stalf lbr
crln.r rr.r itr.r.rcrrt ancl in striving to ensure the comparry meets its ob.iectives.

('onclusion
W'ith the i of Vision 2030 there is great demand fbr water supply' in all sectors
l() ccou()llic clcvcl This is a great opportunity fbr the company's bright future that

tr
1\'ls.(iladl s NJlcri

R
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VI. Statement of Performance against Predeterminerl Objectives lor b-Y 2112112022

Nurornoru Water and Sanitation Cornpany has strategic pillars/ themc:s/issues and obiectives lt'ithin thc

current Strategic Plan fbr the FY 2021-2022 FY. These strategic pillars/ tlremes/ issues are as lirllou's:

o Mctcring

o Revenue Collection

o Non- Revenue Water

o Water Coverage

Naromoru Water and Sanitaticln Conrpan,v develops its annual w'ork plans based rln thc al'rorc.l

pillars/Themes/lssues. Assessment of the Board's perlormance against its annual work plart is clonc on u

quarterfy basis. The company achieved its perlbrnlance targets set firrthe FY 2021-202) period lil'its -l

strategic pillars. as indicated in the diagram below:

111o,il

l(x).50,;

Non-
Revenue
Water

Attairre cl r99 ir

N IT\\,'.

Strategic
l'illar

()hjectivc Ke)'
Indicator

Perfornrance Activities Achievements

Mctering 1jooh
nretering

Increase Revenue Metering progranlme
Procured cllstomer meters 50 No
worth Kshs.81,500.00

I{cvenuc
Collection

95Yo and
Above

Meet Obligations wherr

they lall due.

C'ol lection efliciency

Reduce
NRW

To attain the sector
Benchmark of below 25%o

I . I)rocurcnrent ol' rnete rs lirr
nerv water contrcction aud
rcplacing nrallirnclioning
ones.

2. ILecruitnrent ol-Nt(W Stall.
3. Application o1' GIS in

nrapping our inliastructurc
netu'clrk.

4. 'l'raining and bench
marking with other
cornpanies-NYITWASCo

xl\
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l-o attain 100% coverage Pipeline Extensions in Kandara
Ngutik Scheme
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VII. CorporateGovernance Statement

Naromoru Water and Sanitation Company.limited is comrnitted to operzrting unclct'it clcar g()\enultice
framework and strongly adheres to sound management and control practiccs.
The Company is committed to ensuring compliance with the provisiorts of Water Act 2001 uttd Scn icc

Provision Agreemenl granted by Tana Water Works Developrnent Agcncy' anr()ng other t'esLtlitl()r\ itl)rl

supervisory corporate governance requirements.
In ensuring that corporate governance is enhanced and that the power o1'Naromoru Water lttrcl Sattilittiott
Companl' limited is exercised in the stewardship o1'the company tntal portfblio ol'asscts uttcl rcsourccs

with the ob.iective of maintaining stakeholder value. the Boards o1-Directors hal'e constituted thc lirlkru ing

conrnrittces:
o Finance, Administration And Human Resources
o Risk And Audit Committee
o Technical Committee

These committees met in the year under review on the following occasions:

Meetin Des

No.
\Icrnhers

SPUCIAL BOARD MIltr'l'lNG

()

)
F INANCE"ADMN&HU MAN RtrSOt I RC tr CON4 N4 I'l''l'L I : -l

FULL BOARD MEETIN(i 7

7

5

6

S. No
Date

I 3010712021

2 26t08t2021

-) 310912021

4 2911012021 FULL BOARD MIIETIN(i
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Succession planning;
-l'o cl'tectir,ell'plan ancl exccute a seamless implementation of the board mandate. the board in the year
luntler rer icu inrplemcnled recnritnrerrt ol-substantive HR and Administration Manager.

I l)c c()nrparrr has inrplcnrcnted the board charter, which clefines the roles of the board. The board
runtlcrtrrkcs an anr-ruill evaluation of'the board perfbrmance in hne with the Charter and realigns itself to
rnccl its rnitrrtlatc.
llrc courpanr N'lcnroranrluur and Articles cll'Association have defined the process of appointment and
rcnrorul ol'dircctors. 'lhe N,IAA recognizes the role of stakeholders in effective appointment and
rctilcntcnt ol'dircctors. As a Policy'thc company recognizes the need for gender balance in appointnrent
ot'boarcl. The curtrptlny unclcrtook er rcview of the MAz\ to align it with the changes of the company ACT
l0l,i and Water Act 2016. -['his is stressed in the advertisement & filling the position of the Board of
[)ircctors n'hcrc women and l)ersons Living with Disability'are encouraged to apply.

I-hc lloard ol'[)irectors has cnsured that propermanagement structures that maintain integrity'. reptrtation
ancl responsibility are in place.

['hc rna.ior roles olthc BOD is to protect and promote the interest of the organization and this includes:
I . 'l'aking duc care ol asset and liabilities ol'the organization.
2. Oi'crsight role: the llOD is rcsponsible fbr policy' matters and major undertakings.
3. I'hc Board ol'Directors have a fiduciary relationship to treat the organization as its owtr and take

prutlcnt urc{.LsLlrcs 1o gror.l tltc organiziition

l)roccss of Appointmcnt & Removal of Directors

l. []txrlrl appointrtrents arc transparent and cornpetitire so as to ensure the public served has an

oprl"rortunitl' to participate irr clecision making in service delivery that affects them.

2. \,'acunt positions nre adverliscd in the nredia and on the website of the company and the criteria

sct oLrt b-v- WASI{trB is usecl.

3. ,\rr arl hoc nunrinating cornrrittee of the board of directors comprising county and select

conrnrittce flronr tuo or thrce primary/key' stakeholders normally assess applications and ensure

that not only is thc I.eaclc'rship and lntr'grit] critc'ria met but shall perfbmr a background check to

cnsLrre the candidatcs aclcl valtte to the'entity.

4. 'l'hc sclcct conrrnittce rcceil'cs the applications. vet them to ensure that they comply to the liit ancl

Ilroper'l'est plus tlrc eligibility criteria and wlrere necessary conduct interviews.

5. .l'he 
Report ol' thc sclcction comrnittec is submittcd to the stakeholders who is requirerl as

stakeholders ancl firnction o\\,ner to ensure that onl-"- persons who add value to the compan)'are

aprl'rointcd.

6. t'hc l-'it and Propcr'l'est Iiornr nrust he filled by all applicants and appointees.

7 . I hc co1.rv ol'thc Fit and l)rope r 'l'cst 
l--ornrs ol'each of the appointed directors is sent to WASRITB.

B. ,,\ lcttcr olraprpointrnent issucd by thc county secretary that adheres to the articles of association

ol'thc conllpall) is given aficr ratification of narnes of the accepted directors at annual general

niccting b1 thc stakcltoldcr.
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9. The letter contain a termination clause on poor pertbrmartce and misconduct und ensurc thlt it
captures that unless the board is retired due to poor perlirrmance a third ol'tlte rttenttrct's slutll

retire every year from the third year.

lO.Board members serve a maximum of six (6) years based on the approval ol'tltc stukeholrler attd

on performance issues.

I l. Before a board member begins to serve he must be inducted in govcrnartcc trainirtg custottrizecl

Ibr the water services sector and sign a code of ethics based on tlre I-eadcrship antl Integritl Act

2012 and the Public Officer Ethics Act 2003.
,l2.'fhe list of ratified board members and the stakeholder"group they represent shall be ntairrtainecl

on the website of the comparly and shall be commurricatc'cl to WASREts.

Roles and Functions of the Board of Directors
LAppointment of the CEO

2. Irormulation of Strategy and Values

3.trvaluating the company performance

4.Ensuring Balance of Power

5.Enhancing a smooth relationship with Stakeholclers

Induction and training

During the year 202112022 that is under review, Induction of'the BoarclolDircctot's \\'as hclcl lioln r'"1 ttr

41h August 2021.

Conflict of interest
During the l'inancial year, ended June 30.2022t\"rcre was no interesl declared or resistered in anv of the

conrmittee or the Board of Directors.

Board remuneration
'l'he cclnrpany operates in a regulated sector. To provide efficierrcy and act as atr inccntive to inrprove
pertbrmance at oversight level. the limit for sitting allowance and other expenditurc ot'thc lJoard of
Directors arrd its committees is capped at the higher of 5% of the turnover or Kslis 4 rlillion pt:r altnunl.
Ethics and conduct
'l'hc Board of Directors has identified Internaland External stakeholders on lvhich ther agt'cc in policr on

how to relate to them especially relation to appointing the Directors and nronitt'rring thc pcrlirrttrlncc ol'
the company. All directors are signatories to the code of conduct tlrat guides thcnt itt opet'utiotts.
By order of the Board
For and on its behalf

@ Date.
Ms.GlAdys Njeri Warugongo
MANAGING DIRECTOR
NAROMORU WATER AND SANITATION COMPANY
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VIII. Managcment Discussion and Analysis

Ilrc N{anagcntcnt's Discussirln and Analysis of Financial condition and result of operating provides
irrlonrratiorr that urluragenlt:nt be'liel'es is relevant to an assessment and understanding of the Iinancial
corrdition anc'l rcsulls ol'opcrations ol Naromoru Water and Sanitation Company Limited. This MD & A
-shoulcl lrc rcurl irr corr.iunction s'ith the Conrpany's Financial Statements and related notes for the year
crrtletl j0rr'.lur.rc 2012. ulriclr arc prcparccl in accordance with International Financial Reporting Standards
(llrl{S). I'olicies and best practices.

l ht' c()nrpirnv hrs crrrnplictl rvith stalutory requirements including Pension, NHIF, NSSF and payment of
ta\cs. 'l'hc taxes rcnrittcd to KRA includes Withholding and corporation taxes.

NAROWASC'()'s llilling, Itevenue ancl Debt position

Total
Billing

Total
Revenue
collection

Outstanding
debts

Ycar

l0 t 7/t0l fl 9.477.979 9.948.369 1"ti94.606

l0l 8i20 r e 1 t.623,368 12"354.260 2"106.298

n.376.646 10.489.578 2"360"177t0 l 9/2020

r 2.l 80.835 12.880.033 3.303.487

1 3,1 26.1 00 13.972.878 2"910.784

j010,/l0l I

l0l I /2011

( ()NNl;.( t lON

\ c:tr
Ilegistered
conncctions

Active
connection

Inactive
connection

New water
connections

201 7/l0 r tt 162-s 1.160

l6(r I

l6_s 414

2018/20le I 865 204 240

l0 l 9i l0l0 20(x) ne2 208 135

20202021 2191) 2019 r80 199

20212022 2461 2190 274 265
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Challenges Faced During the Year
During the year the company experienced the fbllowing challenges during implertrentatiott ol'1hc ltniurcirtl
management process;

Area of
operation

Challenges Interventions

'lransport Lack of enough
medium of
Transportation
of employees
and nraterials

The Company requested fbr a motor vehicle ll'orr l-arta Watcr Works
Develcpment Agency.

[)rouglit Lack of enough
w,ater for
supplying to the
customers.

Equitable water distributiorl \\'as cmplolccl to ensLrrc thc little
commodity was shared anlong all cortsumcrs

xx
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Nlajor risks facin the organisation; the following matrix represents the risks facing the companl
fact<lrs.and thc mit

lLisk Factor Level ()f
Itisk

Mitigation MeasureNo.

McdiLrrn Elliciency in resource utilization through Proper annual work
plans & budgets. Documentation and reporting on resource
utilization.
I ncrczrse generation and co I lection effi ciency

(i) Inaclccprate
rCS()LITCES

Mcdir-rm Build Capacity-Trainings. Personal development
' Enhance staff incentive programs like payment of bonuses.
' Improvement of r.,r'orking environment
-Conrnrendation letters and certificates

(lr) Slall'trrrnover

liii) C'ot.tsulncrs
huge clel-rts

rvith lligh 'Negotiate with customers on Part payment modalities
Timely disconnection of defaulters to manage accunrulation of

debts
' Engage debt collectors
'[.iaison with other agencies e.g. County Governntent of Nyeri.
Debt policy

' Build storage facilities
'Participation in Conservation of the environment
Create public awareness

(ir ) Clinratc C'hangc Iligh

Low Good corporate governance
Building strong ethical practices

Ir.nfirrce/ invoke the law

(\ )
('ot'ruption

Medium C'rcation of public awareness
Provision of reliable treated water supply

(r i) lrrigation.
['rorcholes
u ells

and

Mecliunr Secure the valvcs by cementing.
Serrsitize the community on the need ol'ownership

(r rr) SalL'11 ol' r,'alr. e s

irrstallations

Mcdiunr ' Enhance communication through improving nredium /channels
of communication
' Regular open staff meetings
' Cr-rltivate the good culture thror"rgh sticking to the chain of'
conrnrand.

(ix) C'onrnrur.tic
brcakclow n

tiona

Mediurl Set the performance targets(r) I:r altratiort of
or crall risks
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lX. Environmentaland Sustainability Reporting

i. Sustainability Strategy and Profile
The Company main goal is to be self-sustaining: this can only be achieved through collection ol'rerenue
at oplintal level to cater fbr operations and nraintenance. personnel costs and an1' other incidental costs

lhat ntay occur during day to day running of the Company. Strategies must be pr.rt in place lbr a C'otnpattl'
to continue being a going concern. During the year under review the company' br,rdget was to increase tlte

custonrcr base by installing 255 new connections. in its area of sirppl1,. 'l-he C'onrpany cquallr Itas tt'r

consider cost benefit analysis while coming up with methods of collectirrg revenue atrcl cost ol'suppll ing
w'ater services to the customers.
'fhe C'ompany introduced cashless mode of Revenue Collection. u,hich is ell-ectivc and reliable. I)rovision
o1'w'ater is through gravity. which is very economical since no pow'er is recluircd. equalll'\\atcr is

abstracted from Aberdare forest where pollution is minimal.

ii. Environmental Performance
Environmental Performance indicators condense data into relevant irtlbrrrration that itllor.is tttonilt,t'ing.
target setting. tracing performance improvements. benchmarking ancl reportinu. l:nr ironntcntal
Performance indicators supply the operational level as u'ell as to1'r managerlrcnt uith tltc inlirrtturtirrn
required for decision-making. The Company has been conserving thc envircrtrrcnl through plantittg trecs
to protect water catchment areas and preventing soil erosion. 'fhe Conrpany' has also conslructccl gitbiotrs

along the intake to preserve our abstraction point tionr landslides ancl erosiotr.

iii. Employee Welfare
'l'he Conrpany operates one defined retirement benetlt schemes for its employ'ees: r.r'hich is thc NSSIi lbr
its staff.

ir'. Market Place Practices
-['he Conrpany's major objective is to gain return on its investments and tlrercfbre henef rt linancially' b1'

achieving the maximum value while leaving the cuslomers u,ith the l'eeling that the1, are del'initelv
receiving their money's worth in service and quality. T'o do this the Conrpanl o1'lers scrr ice at a price

consistent with the customers' perception of the value received rvhich is fiiendly'.

IntheindustrytheCompanyisalsoinvolvedwithotherprovidersinpror,isionol'qualitl scrriccs \\atcr
supplied is o1'high quality having undergone through lull treatment to lhe recluircd stanclards itt thc Seclot'.

Corporate Social Responsibility
Naromoru Water And Sanitation Company Ltd practices Corporate Social I{esponsihility rnithin its urcii
ol'iurisdiction. Consumer within its area ofjurisdiction, the commurrity in liaison with the olflce ol'thc
assistant chief has identified persons living with disabilities.
'fhe company has connected such identified persons with water.
'l'ltc work inrolves:-

I . frree cost of installation for metered service lines.
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consumptior-r.

ofsuch connections

ic. the Company marraged to install 4no hand washing points 'uvithin its
includecl. bus stage. miturnba market, food stufTmarket and the last one at

k sponsorship of public health projects with Nyeri Hospice. This is
s on c1r-ralitl' of life thereby turning the end of life into an importan.t

tcrrn used to de['ine groups of people whether they are stakeholders. interest
cor.rrnrunitr nrav be a gcographic location (community of place). a communi

urritr, ol'practice )" or a conrmunity of afliliation or identity such as an industry
cngaging the cornmunity through various forums, which include public

open days ftrr customers. and the engaging the commr"urity through CSR.

r's wherc the Corrpanv engages the Community. they include;-

on project proposals

on lL'renccs

olcatchrncnt arcas

and encouraging rain rvater harvesting
c days

uashing points
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X. Report of the Directors
'l'he Directrlrs submit their report together with the un-arldited financial statements lilr thc 1,ear cttded .lttttc

30.2022. u'hich show the state of the company's affbirs.

i. Principal activity

I'he principal activity of the Company is to provide Water and Sanitation Serv'ices to residents ol'
Naromoru Town in Nyeri County and its immediate environs and lorver parts ol'l-amuria Location irt
T'igithi Sub-Location in Laikipia County.

ii. Results
The results of Naromoru Water and Sanitation Company lbr the year ended.lune 30.2022 irrc set out ot.t

page l8-39

iii. Dividends

The company is limited by guarantee and does not pay dividerrds. An1' surplus realisccl is plotrgltr:l| l.rack

to finance capital expenditure.

ir'. Directors

'l'he mcmbers of the Board of Directors who served during the year are shown on page ttlr.rr. In accordatrce
w,ith Regulation of the company's Articles o1- Association. retire by' rotation and that eligible ofter
themselves fbr re-election.

v. Auditors
'l'he Auditor General is responsible for the statutory audit of the Conrpany in accordance r,r'ith Article ll9
ol- the Constitution of Kenya and the Public Audit Act 2015 lbr the year cnded .lurtc -10. 2012. in

accordance to section 23 of the Public Atdit Acl.2015 u'hich empo\\'ers the Auditor(icneral to altpoirtt

an auditor to audit on his behalf.

By Order of the Board

Name. *:tt.e3.......6ih.\r,i......
Signature. &L-
Dale.. {"\,oLL. .

('orporate Secretary
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Statenrcnt of l)ircctors' Rcsponsibilities

Section ti I (i) ol'thc PLrblic [iir.rance Managemcnt Act. 2012 and public Audit Act. require thc Directors

to prepare lrnancial statenrcrrts in respect of I'}ublic Institutions. which give a true and fair view of the

sratc ol'all)irs ol' the ('onrpanl'at the end of the llnancial year2021-2022 and its operating restrlts lirr

tlrat rcar 2(Dl-2022.'l'hr-rs thc Narornonr Water and Sanitation Company Board of Directors are ztlstr

rccprirc'd to cr.rslrre that the compan)'. kee'ps prope-r accounting records which disclose with reasorrable

accllrac\ tltc tlnancial position.'fhe l)irectors are also responsible for safbguarding the assets ol-the

corl1[)ar]\ .

lhg l)ircclol'\ ilrc rcsponsihlc lor thc prcparation and presentation of the Company's financial statements,

'.',hie[ ,,irc a lpuc a6cl lirir view ol'thc statc of affairs ol'thc company for and as at the end of the financial

r c1r'cpclctl on .lunc j0. 2022. '['his responsibility inclr"rdes: (i) maintaining adequate financial management

i.rr1lt.scl)tclts lpcl rlr-rsuring that thcsc corrtinue to be effective throughout the reporting period; (ii)

rnaintaining pr()pcr irccouutins rccorcls. which clisclose with reasonable accuracy at any time the finarrcial

ppsition ol'thc contpalt):1iii)clcsignirrg- implemcnting and maintaining intemal controls rclcvanl ttl thc

prcparatiorr and lirir prcscntation o1'thc linancial statements. and ensuring that they are fice ficlrl Inaterial

prisstatenrents. uhethcr duc to error or liaud; (ir,) saf-eguarding the assets.ol'the conlpany; (v) sclecting

and applving appropriatc accour.rting policies; and (vi) rnaking accounting estimates thett arc rcasonable

in thc circuntstunccs.

llrc [)ircctr)rs acccpt rcsponsibility lbr the company financial statemellts, which have been prepared using

.rp1-rropriutc uccor.rnting policies supported by' reasonable and prudent judgments and estimates, in

e,,rrli,rrnitr \\ith Illtcrnational Irinancial Reporting Standards (IFRS), and in the manner required by the

l)rr[''lic l:inancc N,lanagcnrcnt (PI;M) r\ct and the State Corporations Act. The Directors are of the opinion

rhat thc c()ntpiutl- '.r' financial staterrenls give a true and fair view of the state of company'.r transactions

clrrring rhc linancial ycar cnded .lurrc i0. 2022. and of the company ls financial position as at that date. The

[)ircctors lirrther coirlrrrn thc cornpleteness ol'the accounting records maintained for the company. which

1'lon in the preparation ol'the company'.r financial statetneuts as u'ell as tht: adcclttzrcv ttl'

,rnal linancial cotttrol.

harc hccu rcliecl u

thc sr slctt-rs ol'inte
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Nothing has come to the attention of the Directors to indicate that the compan)'r.rill not rcnrain a going

concern ltrr at least the next twelve months from the date of this statement.

Approval of the financial statements

Narornoru Water and Sanitation Company' financial statements u,ere approved b1' the lJoard on allrl'

September 2022 and signed on its behalf by:

Mr. Mbutu Mwaura
Chairperson of the Board

@-
Sis"hfi;;
Ms. Gladys N.ieri Warr,rgongo

Managing Director
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AUDITOR.GENERAL ON NAROMORU WATER AND SANITATI
ITED FOR THE YEAR ENDED 30 JUNE 2022

rS

al

to the contents of my report which is in three parts

the Financial Statements that considers whether the financial state
nted in accordance with the applicable financial reporting fram

standards and the relevant laws and regulations that have a direct
cial statements.

and Effectiven ESS n Use of Pub lic Resou rces wh tch cons
tcab le laws reg u at,ions pol icies gazette notices, ci rcu

and manuals and whether public resources are applied in a pru
omic, transparent and accountable manner to ensure Govern

e for money and that such funds are applied for intended purpose

Effectiveness of lnternal Controls, Risk Management and Governa
rs how the entity has instituted checks and balances to guide

This responds to the effectiveness of the governance structure, the
environment, and the internal controls, developed and implemented

rged with governance for orderly, efficient and effective operations of

opinion does not necessarily mean that an entity has complied with
and regulations, and that its internal controls, risk management a

ms are properly designed and were working effectively in the fina

rts of the report are aimed at addressing the statutory roles a

of the Auditor-General as provided by Article 229 of the Constitution,
Management Act, 2012 and the Public Audit Act, 2015. The three pa

read together constitute the report of the Auditor-General

THE FINANCIAL STATEMENTS

the accompanying financial statements of Naromoru Water and San
ited set out on pages 1 to 41, which comprise the statement of fina

uditor-General on Naromoru ll/ater and Sanitation Company Limited for the year

al



position as at 30 June, 2022, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, 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 Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Naromoru Water And Sanitation Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. !have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. !

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

Key Audit Matters

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

Other Matter

Unresolved Prior Year Audit lssues

The progress on follow up on Auditor's recommendations section of the financial
statements reflects that most of the issues raised in previous year's audit report have
been resolved as at 30 June, 2022. However, the report has not been discussed by the
County Assembly and the Senate and hence the issues remain unresolved.

Other lnformation

The Directors are responsible for the other information. The other information comprises
Key Entity lnformation, Chairman's Report, Report of the Managing Director, Statement
of Performance Against Predetermined Objectives, Corporate Social Responsibility,
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.

Reporl of The Audilor-General on Naromoru ll/ater and Sanitation Company Limited for the year ended
30 June, 2022
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My opinion ori the financial statements does not cover the other information and I do ndt
express an ar]Oit opinion or any form of assurance thereon.

REPORT
RESOUR

ON
CES

LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

by Article 229(6) of the Constitution, based on the audit procedures
:cept for the matters described in the Basis for Conclusion on Lawfulness
ress in Use of Public Resources section of my report, I confirm that, nothing
I to my attention to cause me to believe that public resources have not been
ly and in an effective way.

r services providers, monitor and further regulate licensees and enforce
ons.

c Diversity

rsonnel records revealed that the Company had twenty-one (21) staff
ng the year ended 30 June, 2022. However, all the staff members were
nant ethnic community contrary to provisions of Section 65(e) of the County
tct, 2012 which requires County Governments to ensure that at least thirty

on Naromoru Water and Sanitation Company Limited for the year ended

3

Basis for Corrclusion

1. OperatinE Without a License

As previously reported, the Company was incorporated in 2012 and has been operating
without a lice from the regulator, Water Services Regulatory Board (WASREB). This
is contrary to Section 72(1)(c) and (d) of the Water Act, 2016 which gives the Water
Services Reg latory Board (WASREB) powers and functions to set License conditions

Conclusion

As required I

performed, ex
and Effectiven
else has com€
applied lavrrfull

and accredit
license cond

3. Staff Ethnir

Review of pd
members durl
from one doml
Government I
Report of The
30 June, 2022

ln the absencp of the license, it was not possible to confirm whether the Company met
conditions an{ standards required to operate as a Witer Service Provider. Further, the
Management lrrvas in breach of the law.

2. Non ue Water

The Compa produced 320,789 cubic meters (ttl3) of water during the year under review.
228,069 cubic meters (M3) was billed to customers at Kshs.13,126,100However, on

with the bala of 92,720 cubic meters (lt/3) of water or twenty-nine (29%) percent of the
of water being Non-Revenue Water which is above the sectortotal prod

recommend threshold of 25o/o as set by Water Services Regulatory Board

ln the circum nces, the Company may have lost revenue through Non-Revenue Water
ln addition, [/ ement was in breach the law



percent of the vacant posts at entry level are filled by candidates who are not from the
dominant ethnic community in the county.

4. Lack of Water Charging Tariff

The company has been charging water tariffs adopted from another Water Services
Provider. However, a review of the tariff structure revealed that it expired in 2012 and the
tariffs has not been reviewed or regularized by WASREB contrary to provisions of Section
72(1)(a) of WaterAct, 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 has outlived its economical
effectiveness. ln addition, the 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.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGETMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters 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

1. Lack of an lnternal Audit Function

The Company did not have an lnternalAudit Function contrary to requirements of Section
155 of the Public Finance Management Act, 2012 which states that a County Government
entity should have appropriate arrangement for conducting internal audit according to the
guidelines issued by the Public Sector Accounting Standards Board.

Report of The Auditor-General on Naromoru llater and Sanitation Company Limited for the year ended
30 June, 2022
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ln the circumstances, the Company lacks internal assurance mechanism and may
experience weak internal control systems which poses risk to effective management of
public funds.

2. Lack of Risk Management Policy and Framework

The Company did not have a Risk Management Policy and Framework during the year
under review, contrary to requirement of Regulation 165(1) (a) and (b) of Public Finance
Management (County Government) Regulations, 2015, which provides that the
Accounting Officer shall ensure that the government entity develops risk management
strategies, which include fraud prevention mechanism and a system of risk management
and internal control that builds robust business operations. Further, the Company did not
carry out regular risk assessments and did not maintain an up to date risk register.

ln the circumstances, the Company may be exposed to various risks in management of
public resources.

3. Lack of lnformation and Communication Technology (lCT) Policy and Strategic
Plan

Review of lnformation Communication Technology (lCT) controls and lnformation
lt/anagement Systems of the Company revealed that, the Company had not developed
and implemented an ICT policy and lacked an approved Strategic Plan. Further, there
was no training program for the Staff in lT department.

ln the circumstances, 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 REQUIRETUENTS

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,

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

Report of The Auditor-General on Naromoru Ll/aler and Sanitation Company Limited for the year ended
30 June, 2022
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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.

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 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.

Aud itor-General's Responsi bi lities for the Aud it

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

Report of The Auditor-General on Naromoru Water and Sanitation Company Limited for the year ended
30 June, 2022
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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 matbrial weaknesses under the lSSAls. A material weakness is a condition in
which the des]ign or operation of one or more of the internal control components does not
reduce to a rblatively 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.

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 risk$, and obtain audit evidence that is sufficient and appropriate to provide a
basis for r4y opinion. The risk of not detecting a material misstatement resulting from
fraud is hlgher than for one resulting from error, as fraud may involve collusion,
forgery, in(entional omissions, misrepresentations, or the override of internal control,

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 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.

Report of The A
30 June, 2022

wditor-General on Naromoru Water and Sanitation Company Limited for the year ended
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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.

a



a

a

a

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

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.

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.

CPA CBS
AUDITOR.GENERAL

Nairobi

28 February,2023

Report of The Auditor-General on Naromoru Ll/ater and Sanitation Company Limited for the year ended
30 June, 2022
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NOTES 2A21n022 202012021

IF{C(}ME
Water Sales 6 13,'i26,loo 12.029.850

\trSTF Grants (CLSG) 7 3,430,413 0

OTHER INCOMES 8 3..199.833 2,875,174

Sub-Totel 6,630,246 2,875,174

TOTAL 19,756,346 14,905,O24

OPERATING EXPENSES

Staff Costs ll 6,914,836 6,368,406 *

General & Operational Expenses t2 5,391,674 4,799,118 **

Board Expenses 13 776,907 244,000
,.< rt ,1.

Maintenance Expensds t4 4,434,424 1,883,238 ***rr

Depreciation &Amortization Expenses l5 970,246 3,261,557 Irl. * rk *

SutsTotal 18,488,087 16,556,319

OPERATING PROFIT 1,268,259 (1,651,295)

1,268,259 (1,65L,295)

NAROMORU WATIER & SAMTATION COMPAIYY LIMITED.
A}INUAL REPORTAND FINANCIAL STATEMENTS FOR TTIE YEAR ENDED SOJTJI\E 2022

Xll.Statement of Profrt or Loss & Other Comprehensive Income For The Year Ended 30 June 2022.

Key
*StaffCosts changed from Personnel Costs as per the new template

**General & dperational Expenses changed from Administration.Costs as per the new reporting

template

***Board Expenses previously under Administration Costs are a stand alone in the new reporting

template are

****Mainlsnanc€ Expenses changed from Distribution & Maintenance Costs as per the new

reporting templ[te
!F:r'*rt* Distribulion & Amortization Expenses previously under Distribution & Maintenance Costs are

a stand-alone as per the new reporting template.

I

NET PROFIT
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nancial Position as at 30 ,lune 2022

ri \\t I \ I to\ ( o\tP \\\ l.l\il t t_t).

NOTES 202U2022 2021 )t2021

.\SStrTS

NON-('TIItRt.,NT AS u'l's
16 22,948,115 )) 1,l)ropcrtv" ['}lant & liqu )ntcnl l0,l l0

22,948,115 ))1 t0,l l0
CTIRRIiNT ASSETS

['r'adc Ilcccir ablcs l8 2.910.784 ).j.4tt7

l9 1.129.676 1.0 79.648(laslr & []ank Balancer

Inr cntorics 17 2.857.415 I .:i i7.940
6,897,875 5,7' il,0751'()I',AL ('t"rtult.NT rSSE'I'S

29,845,990 28,4" ll,l85l'()'f;\L r\SStiTS
l,.Qti l1'\',,\Nl) l,lAI] I,II'I IiS

10,391,655 712 17,146
BI I,I'I'I]S

[{ctairrcd I:arnings
\()N-('titutt.NI' Lt,

[ )e lL'rrcd I r.tctr.t tc 24 13_203.749 15.0 |9,999

23,595,404 22,3t.tQtrtTY AND I-|AB LITIIiS 1.7,115

II [,S(.TIITREN'T LIABILI
'frade Pa1'ablc 22 l "908.836 1.8 33.326
('orrsumer [)cposits 23 2.455.500 2.1 t5.000
Deli'rred Inconre I 24b 1.886.250 2"1 t5.714
I-OTAI- CtJIIRENT L \BILITY 6,250,586 6,1 5{,0{0
TOTAL I,lQt[TY AI D LIABILITIES

29,845,990 28,4 Bl,185

crrls scl out wcrc signed on hehall'o1'the Board ol'Directors
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llOD C'hairnran
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\.{RO\lORL \\.\'IER & S \\ll \l l()\ ( O\ll',\\\ l-l\llI'ED.
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XIV. Statement of Changes in Equitl' for the Year Ended 30 June 2022

l. For iterns llrat are not commo in thertnarrci.tl statehents,lhe e litl should itclude a nole o h'hdt the)'relate lo- eilhet ofi lhe face

oJlhe stotemenl of changes i equiiy'rftl assets ot otrr.tng lhe toles lo lhe linonciol sloleme ts,

2, Prior ledr a.A,$tme shot ltl hive o eloborole ,rcre .lescribihg whil the arnoaits rclate lo. lr, soch h$lances t restale e of te

openi g halances ,reeds to be dote.

-1

Ordinary
Share capital

Revaluation
resen'e

Fair
value

Retaincd
Earnings

Proposed
dividend

Capital
development

Total

2020t2021 Ksh Ksh Ksh Ksh Ksh Ksh

As at Jull' 1,2020 6.732.727 6.732.727

Loss for the Year ( r.65 r.2es) ( r.6s r.2es)

Amortisation of Grant 2.155.714 2.155.714

As at June 30,2021 5,091,432 2.155.714 7,237,116

202u2022

As at July 1,2021 5,081,432 2,1, 55,7 14 7,237,146

Profit for the Year 1.268.259 1.268.259

t.886.250 t.886.250

As at June 30,2022 6,349,691 {.0{ I,96-l 10,391 .655

I

I

i Amortisation of Grant i

-l -l

I

I

-i I
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XV. Statement of Cash Flows for the Year Ended 30 June 2022

CASTI FLOW FROM OPERA'tING ACTIVI'tIES
2020t202rNOTES 202y2022Details
-1.651,2951,268,259Net Profrt for the year

970,246 3.261,557t5Adlustment for depreciation & Amortization
2,238,505 1,,610,262Operating surplus before

-943.31018 392,703
wo I ustc ents

eivables)
302,33122 -25,510Increase/Decrease in payable
325,00023 340,500Deposits

5.727.251-218,451Increase Decrease in di
-1,499,469 - 1 ,968,3 85Irrcrease in Inventory

0 0Prior year Adjustments
-1,$10,227 3,442,997-l'otal rvorking Capital Adjustments

5,053,1491,228,278Net cash generated from operating ac!ryi{es

CASH }-LOW FROM INVESTING ACTIVII'IES
-81 ,500 -s,828,462t6Purchase of properly, plant& equipment

Interest earned
0-1,096,750Grants(WSTF)

CASH FLOW FROM IIINANCING ACTIVI'IIES
50,028 -77 5.313Net increase in cash and cash equivalents

1,079,648 1,854,961Cash and cash equi valenls at the beginning of the year

1,129,676 1,079,648t9
l

Cash and cash equivalen{s at the end ofthe year

4
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xvl. Statement of comparison of Budget & Actual Amounts for the Period Ended 30 'Iune 2022

Original
budget

2021-2022

Adjustments

2021-2{122

Final budget

2021-2{122

Actual on

com;rarahle
basis

2021-2022

Performance difference

2{l2l-2022

7o of Utilization

2021-2022

li.even uc

Irtcotttc
( )tlte r lrtctlme

Kshs

t3.655,542

2.708,000

Kslrs Kshs

13.655.s-11

2.708.00t)

Kshs

1 3.1 26.1 00

6.630.146

19.756,3{6

Kshs

-529,442
j,888,127

3,358,685

96.120h

)44.840h

Total inconre

Erpe rtscs

Personnel &
Administration Costs

16,J63,542

13.591 .542

16,363,542

13.5q I .)42 11"054.61 5
,185.501 96.050h

Distribution.
Operation
& Maintenance Costs

Capital Budget

2.252.000 2.252.000 5.23 I .670 -t.088.663 )25.960

Pro.u."nr.nt of Office
Furniture

r00.000 r00.000
() r00.000 0

Purchase of Water

Meters

Production Costs

50.000

3 50.000

50.000

3s0,000

8 l.)00

9 r .500

-j r.s00

l5 8.500

t63%

26.14%

Bank Cliarges 20,000 20.000 28.801 -8 802 141.01%

Total expenditure 16,363,5.12 16,363,512 18,488,087

Prolit for the Period
0 1,268,259

)
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\\''ll. Notcs to thc F'inancial St:ttemcnts

i. (icncral lnfirrmation
Narornoru \\'atcr & Sanitation Company Ltd is established by and derives its authority and

ruccouutal'rilitr lit'rnt C'onrpanics Act. -l-he 
Company is wholly owned by the County Government and is

clonricilcd in Kcnya.'l'he C'onrpan1,'s principal activity is Waterand Sanitation Services Provision. For

Kenraur C'onrpanies Act reporting pLrrposcs. the balance sheet is represented by the statenlent ol

llnarrcial position and the profit and loss account by the statement of profrt or loss and otltcr

cornprcheusivc inconrc in thesc llnancial statements.

ii. Statcmcntol'(iompliancc
I hc llnlurcial statetttcnls ltar c lreett

rc-r aluecl anrount{
rccoverable anrouj

conlirrrnitr il ith Ii

Irssunrptions. It ali
\\'atcr & Sanitatiol

I hc linlncial statr]

lrrrtl rcporlitrg currl

I'I'hc fjnancill stalj
Irrtcrrratioual l;inC

consisterrtly appliq

and Basis of Preparation
prepared on a historical cost basis except for the measurement at

;ol'certain itents ol'propcrty. plant and equipment, impaired assets at their estimated
nts and liabilitics at their prcsent value.'ilre preparation of financial statements in

ntcrnutional l;inancial Rcporting Standards (IFRS) allows the use of estimates and

ro requircs nranil-ucrltcrtt to cxercise judgement in the process of applying Naromoru
n ('onrpanv l.inritcd accounting policies.

,nrcr.rts hzrve bcerr preparcd and presented in Kenya Shillings, which is the functional
crrcy ol'Narorlorur Watcr and Sanitation Company Limited.

Irrcnts havc bcen prcpared in accordance with the PFM Act, Company's Act ,and
Lncial Itcporting Stanclarcls (IFRS). The accounting policies adopted have been

:rl to all thc ycars presented.

6
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Notes To The Financial Statements (Continuetl)

l. Application of New and Revised International Financial Reporting Standards (IFRS)
i. New and umended standords and interpretations in issue effective in the year ended 30 June 2022

The Directorc hate ossessei lhe applicable standa ls ond arnerulrrents, Blsed ot lheit assessn e of irflpocl ofdpplictlion ofthe abov, thq'

for the componl'tnl hns been tddrcssed aslollo$,s...

1

Title Description Effective Date

Amendments to IAS l6 titled
Property, Plant and Equipment
Proceeds before Intended Use
(issued in May 2020)

The amendments. applicable to annual periods beginning on or after 1

Januarl' 2022. prohibit a company from deducting from the cost of property.
plant and equipment amounts received from selling items produced while the
compan)' is preparing an asset for its intended use. Instead. a companl'u'ill
recognize such sales proceeds and related cost in profit or loss

The amendments are effective fbr
annual periods beginning on or
after January 1. 2022. Early
application is permitted.

Amendments to IAS 37 titled
Onerous Contracts - Cost of
Fulfilling a Contract (issued in May
2020\

The anrendments clarify that for the purpose of assessing w'hether a contract
is onerous: the cost of fulfilling the contract includes both the incremental
costs of lulfilling that contract and an allocation of other costs that relate
directly to fulfilling contracts. They are effective for contracts for which an
entitl, has not yet fulfilled all its obligations on or after I Januar_v 2022.

The amendments are effective fbr
annual periods beginning on or
after January l" 2022. Early
application is permitted

Amendment to IFRS I titled
Subsidiary as a First-tinre Adopter

The amendment. applicable to annual periods beginning on or after I January
2022. provides a subsidiary that becomes a first-time adopter later than its
parent with an exemption relating to the measurement of its assets and
liabilities. The e.remption does not appll'to components of equity.

The amendments are eff'ective for
annual periods beginning on or
after January'' l. 2022. Early
application is permitted.

Amendment to IFRS 9 titled F-ees

in the '10 per cent' Tcst lbr
Derecognition of Financial
Liabilities

The amendnlent. applicable to annual periods beginning on or afler I January
2022. to IFRS 9 claril'ies the t-ees that a compan),includes uhen assessir-rg

u,hether the ternrs of a neu., or rnodified f.inancial liabilitl' are substantially
different liom the terms of the original flnancial liability.

The amendments are effective for
annual periods beginning on or
after Januarl' l. 2022. Early
application is permitted

Amendment to IAS 41 titled
Taxation in Fair Value
Measurernents (issuecl in lv1al 2020
as part of the Annual Improvenrents
to IFRS Standards l0l8-2020)

The amendment. applicable to annual periods beginning on or afier I January
2022. to IAS 41 removed the requirement to exclude taxation cash f'lou's
u'hen rneasuring fair value. This arnendment aligned the requirements in IAS
41 on f'airn'alue measurenlent with tliose in other IFRS

The amendments are eff-ective for
annual periods beginning on or
afier .lanuarv l. 2022. Earl1,

application is permitted.
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Notes To Thc F inancial Statements (Continued)

Application of Neu' and Revised International Financi:rl Reporting Standards (IFRS)
ii. liew und amcnded stondurds ottd interpretatiorts itt issue but not yet ellbctive in the 1'eor ended 30 June 2022.

IAS I 
-PresentationofFinancial Statements

Amendnrents to IAS I titled
Classification o1' [.iabilitie:; as

Current or Non-current (issued in
Januar-v 2020)

Amendments to IAS 1 titled
Disclosure of Accounting Policies
(issued in February 2021)

IAS I "Preseutatiou tll Iiinancial Stateulcnts" sels out the overall recluirentents tirr
financial statenlcnts. including hou ther sliould be structured. the minintum
requiremenis tbr thcir contL-nt and or erriding concepts such as going cotrcern. the
accrual hasis of accounting arrd the currentinorl-cLrrrL'nt distinction. The star-rclard

requires a complete set oltlnancial staternenls to comprise a statenreut of flnancial
position. a statenlent of prof-it or loss and other comprehensivc' income. a statement
of slne ul and a statement of cash flons

The amenclnlents. clarity a criterion in IAS I for classit.'.-ing a liability as non-cument:
the requirement for an entit,v to have the right to defbr settlement of the liabilitl'fbr
at least l2 months after the reporting period.

I'he anrendntcnts are efl'ective
lbr annual periocls beginning on
or after.lanuan l. 1023. Earlier
application is perrlitted.

l-he amendments are etl'ective for
annual periods beginning on or
afier January l. 2073. Earlier

rcatlon !s rmitted
The amendrnents are ef-fective tbr
annual periods beginning on or
after January l. 2023. Earlier

lication is nnitted

The amendments are eflective for
annual reporting periods
beginning on or after January l.
2023. Early adoption is pennitted.

The amendments are effective for
annual reporting periods
beginning on or after January 1.

2023.Earl
The Directors do not plan to apply an! ofthe obove n il thq' become elreclfue. Bosed oh thefu /x.ssessme l oJlhe polenlial impacl oJopplicalion

8

The amendnlents. applicable to annual periods beginning on or after l st January
2023, require entities to disclose their material accounting policy infbrmation rather

than their significant accounting policies

IAS 12 - Income Taxes

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

method' of accounting for income taxes which recognizes both the current tax
consequences oftransactions and events and the future tax consequences ofthe future
recovery or settlement of the carrying amount of an entity's assets and liabilities.
Diff-erences between the carrying amount and tax base of assets and liabilities, and

carried lbrward tax losses and credits, are recognized, with limited exceptions, as

deferred tax liabilities or def'erred tax assets, with the latter also being subject to a
'probable profits' test.

IAS 8- Accounting Policies.
Errors and Estimates

The amendments. applicable to annual periods beginning on or after lst January
2023, introduce a definition of 'accounting estimates' and include other amendments

to IAS 8 to help entities distinguish changes in accounting policies lrom changes in
accounting estimates. 1S itted
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i. Early adoption of standards

T'he entity did not early - adopt any new or amended stanclar<is in 1,ear 202112022

Notes to the financial statements (continues)

4. Summary Of Significant Accounting Policies

The principle accounting policies adopted in the preparation of thesc llnancial statcnrcnts arc sct

out below:

a. llcvenue recognition

Revenue is recognized when earned to Naromoru Water and Sanitation Co I-imited ancl thc
revenue can be reliably measurcd. Revenue is recognizcd at the lair valuc ol considcralion
rcceived or expected to be received in the ordinary'coursc o1'Naromoru Wertcr arrcl Sanitation Co
Limited's activities. net of value-added tax (VAT). where applicable and w'hen spccilic criteria
have been met fbr each of the Naromoru Water and Sanitation Clo Limited activities as described
below.

b. In-kind contributions

In-kind contributions are donations that are made to Naromoru Water and Sanitatior-r ('onrpranl Lirritctl
in the fbrm of actual goods and/or services rather than in money or cash te rms. I hcsc clortations rnal
include vehicles, equipment or personnel services. Where thc llnancial valuc rcccivcrl lbr in-liincl
contributions can be reliably determined, they includes such ralue in the sti,rtenrertl ol'corttl'rrchensirc
income both as revenue and as an expense in equal and opposite amoullts: otherwisc. thc contritrulion
is not recorded.

c. Property, plant and equipment

I)roprertv plant and equipment are stated at cosl less the accurnulatecl clepreciation charged.
(iains and losses on disposal of items of property. plant and eclLripnrent urc delennine(l h1 conrparing
tlre proceeds fi'om the disposal with the net carr.v-ing amour.rt ol'the itcnrs. and arc rccogrrisecl us prolit
or krss in thc income statement.
d. Depreciation and impairment of property, plant and equipment

Depreciation on property. plant and equipment is recognised in the inconre statenrent on a rcclucing
balance basis to write down the cost of each asset or the re-valurcd anrount to i1s rcsiclual value ovcr ils
estimated useful life. The annual rates in use are:

Depreciation is charged on reducing balance method using the lirllor,r'ing rates
Pipes 2.5%
Telephone & computers 30%
Office furniture & equipment 12.5%
Plant and equipment 12.5%
Motor bikes and vehicles 25%

9
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,A full )ear s clepreciation charge is recognised in tlie year of asset purchase

l0
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Notes to the financial statements (continued)

Summary of Significant Accounting Policies

e. Intangible assets

Intangible assets comprise purchased computer sottware licenses. which are capitalized t'rn the

basis of costs incurred to acquire and bring to use the specilic sofiware. T'hesc costs are

amortized over the estimated useful life ol'the intangible asscts liom the year that they are

available for use. usually over three years.

f. Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated usefirl Iili'ol'colttptltcr
software of three years.
All computer software are reviewed annually fbr inrpairment. Whcre thc carrf ing atrottnl ol'ittt
intangible asset is assessed as greater than its estimated rccoverahle amc)Llnt. an intl'rairrrtctrt loss

is recognized so that the asset is written down imnlediatel)' to its estirr-ratcd rcccx'erahlc anlotttlt.
g. Investment property

Buildings, or part of a building (tieehold or held undcr a flnance lease) and lancl (liecholcl or
held under an operating lease) held fbr long term rental f ields and/or capital altyrrcciittiott. ltttcl

which are not occupied by the entity. are classified as irrl'estnlcrlt property undcr tl()lt-cLlrrcllt
assets.

Investment property is carried at fair value, representing opelt markct value cletcrtllineil
periodically by independent external values. Clhanges in lair values are ittcluclecl in prolit or loss

in the income statement.

h. Finance and operating leases
I-eases which confer substantially all the risks and reu'ards o1'ownership 1o the entity' are

classihed as finance leases. Upon initial recognition. the leased asset is measured at an an'Ioultt

equal to the lower of its fair value and tl're present value ol-the minimunr lease pa)'tnellts. i.urcl

the asset is subsequently accounted for in accordance r.l,ith the accounting policy' applicable to

that asset. All other leases are treated as operating leases ancl the leasecl itssets are rec:ogttizecl

in the statement of financialposition to the extent ol'prepaid lease rentals al the erttl of'the;-ear.
Payrnents made under operating leases are recognizcd in prolit or luss on a strairlht-lirre hasis

over the term of the lease. Lease incentives received are recognized as iut itttegral parl ol' tl'rc

total lease expense over the term of the lease.

ll



ll

\ \lt()\t()Rl \\ t'l l._R s \\t I \ I t()\ ( ()\t1'\\\ t.tlil t l..t).
t, t\ \\( 1.\t. s l \ t t..\il. \'l s t,()l{ 1 ilt,. \ l.. Ul l,.\,)[l) ]0.11 N1 2022\\\l \1. til..1,()l{l \

NOTES TO TH FINANCIAL STATEMENTS (Continued)

ificant Accounting PoliciesSummarl'of

i. I nventories

Yal

ASC

Irrvcnttlries arc ued at the lower of cost and net realizable value. The cost of in
cor-npriscs 1-lrrch pricc. transportation and handing charges, and is determined on the
a\ crilgc pnce rl.

.j. 
'l'rarIc and rcccivables

I he1 arc rccogni cl uncl curriccl
I()'lir. 'l rarlc erncl reccir zrhl

anrtlurts. 'l'hese assesscd [o
rcceivith
k. Taxa

t.

ut. Current

rne tlro

othcr

('urrcnt irrconrc tax assets and
cxpectpcl to be rccovered lrom
rrsed 1(r cornpute the arnount

ventories
weighted

assets and
respect to
establishes

porary difl'erences between thc
for financial reporling plrrposc

at thc realizable value less the provision lor risk allowauce. at currently
es are recognised at fair values less allowances for any uncollectible
r inipairment on a continuing basis. An estimate is made of doubrtful

income tax (Continued)

liabilities for the current period are measured at the Llnt

or paid to the taxation authorities. The tax rates and tax WS

are those that are enacted or substantively enacted, at the
reportr clate in the area where the Entity' operates and generates taxable income. C
r rlc tar relatirrg to itenrs recognized directly in net assets is recognized in net

nrent perioclicalll, evaluates positions taken in the tax returns with
sltuatl
prov is

s in rvhich applicable tax regulations are subject to interpretation and

rrs wherc appropriate

I l'. la-t

I)clc tax is provided using the liability method on tem
bases assets and liabilities and their carrying amounts
the ing date.

tax
sat

t2
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies

I)e lened tax liabilities are recognized for all taxable temporary diflbrences. except in respcct o1'tarablc
lenrporary differences associated with investments in controlled entities. associates ancl intcrests itt

.joint ventures. when the timing of the reversal of the temporary dilferences can be controlled and it is
probable that the temporary differences will not reverse in the lirreseeable firture

l)ef-erred tax assets are recognized for all dedr-rctible temporary cliflbrences. the carn, lbrw'ard ol'unuse:d
tax credits and any unused tax losses. Deferred tax asscts are recognized to the exterrt that it is probable
that taxable profit will be available against which tlie deductible tenrporary difll'rencc-s. arrd the carrv
forward of unused tax credits and unused tax losses can be utilized. except in respect ol'cledLrctihle
temporary differences associated with investments in controllcd entities. associates and itttercsts irt
joint ventures, deferred tax assets are recognized only to the extent that it is prohablc that thc tcnrponlr'\
difl-erences will reverse in the foreseeable future and taxable prolit uill be arailable againsl rihicli the

temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date ancl rcduccd to the c\tcnt
that it is no longer probable that sufficient taxable prolit will be available to allow all or part ol'thc
deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at each rcportirrg clatc

and are recognized to the extent that it has become probable that ftture taxable prolits rvill allon the

dcf-erred tax asset to be recovered.

Def-erred tax assets and liabilities are measured at the tax rates that are expectcd to applf in the 1'car
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have bcen

enacted or substantively enacted at the reporling date.

l) Bank and cash equivalents
C'ash and cash equivalents comprise cash in hand and cash at bank. short-terni deposits on call and

highly liquid investments with an original matr,rrity of three' months or less. *,hiclr arc' readill
convertible to known amounts of cash and are subject to insignificant risk of changes in ralue. Ilunk
account balances include amounts held at the Kenya Conrmercial Bank at tlre encl ol'thc llrrancial \ car'.

m.)Borrowings
Interest bearing loans and overdrafts are initially recorded a1 Iair valtrc being rcceircil" net ol'isstre
costs associated with the borrowing. Subsequently. these arc measurcd at anrortized cost using tltc
effective interest rate method. Amortized cost is calculated by taking into account an)'issuc cost utrd

any discount or premium on settlement. Finance charges, including prerniums pay'ahle ol'settlcnrurt or
redemption are accounted foron accrual basis and are added 1o the carrying amouut ol'tlrc instnrnrcnt
to the extent that they are not settled in the period in which thel'arisc. [-oan intcrest accruins clurirrg
the construction of a project is capitalized as part o1'the cost ol'the pro.iect.

(
l3
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t'l NANCIAL STATEM ENTS (Continued)

ificant Accounting Policies

n. Trade and othcr pa1'ablcs

'l'rade and othcr payables arc r-ron-interest bearing and are carried at anrortizecl cost. which is
nre'asured at the lair valuc ol-c<lntractual value of the consicleration to be paid in future in rcspect
ol- goocls and services supplied. u'hcther billed to Naromoru Water & Sanitation Companv or
not. lcss arry' pa)'mcnts ntade to the suppliers.

o) lLetircmcnt benelit ohligations

l'hc cornpanl, contributes to National Social Security Fund (NSSF) which is a defined
c()ntribution sclrenrc. ('ontrihLrtors are detennined by local statute as legislated. The company's
contributions to the delined contribution schemes are charged to the income and expenditure
luccount in thc l'ear to wlrich they'. relate.

p. I)rovision tbr staff leavc p:r1'

I:nrplol'ccs' cntitlcnrents to annual lear,'e arc recognized
provision is nrade lbr estimated liability fbr annual leave.

I

as they accrue at the 
"rnp,or."rf 

O

q. Budget information

fhc trriginal huclget tbr Ir\'2O2l-2022 was approved by the Board of Directors on l.)'l'Ivlil,v
l0l I . No SLrbsequerrt rel'isions or additional appropriaticlns were made to the approved budgct
ilt accorclancc with specilic approvals liorn the appropriate authorities. No aclclitional

altpropriatiolts ilrc aclded to the original buclget by the entity' upon receir,'ing the respcctivc
a1-rprovals in order to conclucle the llnal budget. Accordingly, Naromoru Water & Sanitation
('ornparrr,' [.irnitcd did not record aclclitional appropriations.

Nurontoru \\'atcr & Sanitation Cornpany Limited budget is prepared on a dif'ferent basis to the

actull irrconrc and expcrrcliturc clisclosed in the financial statements. The financial statements
on accrual hasis usirrg a classification based on the nature of expenses in

ol' llnancial pcrlirrnrancc. whereas the budget IS prepared on a cash basis
n thc tlnancial slatenrents were recast from the accrual basis to the cash basis

the
l'hc
and

h5,' prcsentation to he orr the same basis as the approved budget. A conrparison of
actual anrour.rts. preparcd on a comparable basis to the approved budget. is then
thc stalcmenl of'comparison of budget and actual amounts. In addition to the Basis

d ili':ren . atllustnrents to anror-urts in the finanr:ial statements are also made lor dill'ererrces in

thc ancl classillcation schenres adopted for the presentation of the financial statements
ancl thc provecl budgct

t4
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies

r. Budget information (Continued)

A staternenl to reconcile the actual amounts on a comparable basis included in the statetrtcttt ol'
comparison of budget and actual amounts and the actuals as per the statenrent ol'lrnancial pet'lbrttlallcc

has been presented under section 5 of these financial statements.

s. Service concession arrangements

Naromoru Water & Sanitation Company Limited analyses all aspects ol' service cottccssiott

arrangements that it enters into in determining the apprcpriatc accounting treatntent attd clisclosttrc

requirements. In particular, where a private party contributes art asset to the arrangemct.tt. Ntlrotttot'tt
Water & Sanitation Company Limited recognizes that asset when. ancl ttnly whcn. it controls or
regulates the services the operator must provide together with the asset. to rvhonr it ntust pror ielc thctl.
and at what price. In the case of assets other than 'whole-ol:life' assets. it corrtrols. through ou'nct'ship.

henellcial entitlement or otherwise - any significant residual intercst ir-r the usset il1 the ertd ol'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 recogtrizes a corresponding
liability. ad.iusted by a cash consideration paid or received.

t. Comparative figures

Where necessary comparative figures fbr the previous financial year har,e lreen antended or.

Reconfigured to conform to the required changes in presentation.

u. Subsequent events

'fhere have been no events subsequent to the financial year-encl rvith a signilicant impact olt tltc
financial statements for the year ended June 30. 2021 .l'he preparation of Naront()ru \\'ater &
Sanitation Company Limited financial statements in confbrmit.n- with IFRS rcquirr:s ntaltitgr'nlenl t()

make judgments. estimates and assumptiorls that afltct the reported nn'tounls ol-r'er,'etrttcs. c\[)tr]scs.
assets and liabilities. and the disclosure of contingent liabilities. at the end ol'tltc rcporting pcrio,.l.

However, uncertainty about these assumptions and estimates could rcsult irt rlutlcotncs 1lta1 rcqttirc lt

material adjustment to the carrying amount of the asset or liability' atlccted in lirtLrre pcliods.

l5
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\()'I[.S TO'I'H FI NANCI Al. STATEMENTS (Continued)

5. Significant rudglncnts and Sources of Estimation Uncertainty
a. Iistinrates assumptions

ntv atlt,]
carrjr

low. I
nnu,r[

The ke1' ptions concerning the future and other key sources of estimation uncertai hc

datc. that

ol' assets

based its

llgrcportrng havc a signilicant risk of causing a material adjustment to the

anrour-tts and liabilities within the next flnancial year. are described be he

('()ltlpau)' assunrptions and estimates on parameters available when the ial

\{,crc preparcd. Ilt)wcvcr. existing circumstances and assumptions about firture

rts ntar change cluc to market cl'ranges or circumstances arising beyond the control ol'

r1'. Srrch changcs are rcflccted in the assumptions when they occur

b. Usclul lives a residual values

S

1',"
a l'hc ctr dition ol'the asset based on the assessment of experts employed by Narontoru Water

statements

dcvcloprrref

thc ('ornpai

'lhc 
use lirl lirc

polential littLtrc
cl rcsidr-ral valucs o1'assets are assessed using the following indicators to in
ancl valuc liom disposal:

a

a

a

o

& Sanit on ('orrpanl Limite:d

l'hc re o[' thc assct. its susceptibilitl, and adaptability to changes in technology,' ancl

Ilr()ccs
'l'hc of the proccsses in r,r,hich the asset is deployed

,\r,aila
('

lity of lunding to replacc the assets

in thc markct irr rclation to the asset

uerc raisccl and ntallagenlent determined an estimate based on the infbrmation
itiorral disckrsure of these estimates of provisions is included in Note 27.

nreusured at the management's best estimate of the expenditure required to settle

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

c. I'rovisio

Prtrr isitlrts
rrr ailal-rlc

I)ror isitlns
thc ohligat
nratcrial
alltlu ancc ttt

allorvances lir
basis. An c
at thc r cur nd
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NOTIiS TO THE FINANCIAL STATEMENTS (Continues)

6. Operating Revenue

Kshs

12,029,u50

12,
------ ----- -l

029,850 I

_.)

Billingfiir other servic'es re.fbrs lo inconta ganeruted.fi"ont,varyit'c.s sut'lt u,\ t'L'L'onnL't'littrt ft,t't

7. Grants Income

202t-2022

Kshs

3.430"4 r :j 0C'onditional Support liquidity grant

3,430,413

2[20-2[2]-l
Kshs

'l'otal

IProvicla u datailed unulysis o/ granl.t raceived.f|om the Got,ernmartt in tha tubla bclotr:f

(Note: For cupital,klevelopmenl gronts the omount recognized in the stutement oJ' utnltrehcnsivt, irrt'ttntt, slroultl ht tltt

8. Other Income

202lJ-202t

Kshs

0

2021-2022 2020-202t-l
Kshs

Water sales 13,1 26,1 0()

Billing for other services*

Total l3,l 26,1 (x)

21121-2022

Kshs

Differed incorne 2.155.114 l.+61.67-l

-59i.-s(x) 0

New u'ater connection f'ees 416.-s(X) 4t I.500

Interest Income :i4.1 le 0

3,199,833 2,U75,171Total

t7
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Income
2021-2022 2020-2021

l)cscription Kshs Ksh s

Intcrcst incotttc tr r sar,'it-rgs accor-rnt 34.1 l9 t)

'fotal 34,1l9 t)

, i u I a tx p I u t t t t I i t t t t.s t t.: t t c t' t's s u r.t' I

lains and Losses

21t21-2022 2020-2021

l)e scription
Kshs Ksh s

[)ccrcasc in prclvr ion lirr Annual (iorcral Meeting 0 )

l)ccrcasc in Prov ;ion firr'l'ax 0 )

l)ce rc;.rsc in l)roy ;ion lbr Doubtfirl debts 0 l)

-l'otal
0 0

l8
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Notes'l'o The Financial Statements (Continued)

I l. Staff Costs
I)escription 2$21-2$22 2020-2021

Kshs Kshs

Staff Costs

Basic pay . 4.117.6t6 3.731 .606

House Allowance r.049.000 9tt9^0(x)

Medical Allowance 0 0

(iratuity 0 0

('tlrr nr rrter al lowance {t0tt.(xx) 720.(XX)

Pensirln 0 0

IJonus 0 0

()lc'rtinre Allowance 0 0

Leave Allowance 0 0

Wages 940.220 e27.800

TOTAL 6,914,836 6,3611,{06

l9

-l

r

I
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Notcs To The F ncial Statcmcnts (Continued)

I 2. (icn

i

I atrd O ations lix

Worksht

Conl'eret! .l urt'a

[)c\ el.,/ment ,-r 1'

Cha:!-El:n Scnti-

N !_rltenancc ol-

-'ctnclt
()lll ler & ('

\dvertiseurcnt

t

(' rate Social

Ilank ('ha
'l'o'1"\l-

S

202t-2022 2020-2021l)escription
KShs KShs

) 66.8 r 9 I I tt.l9ll'}rinting &_ Statio
129.293 98.439Otlice cx I]SCS

660.000 660.000Ol1ice rent
197.494 164.804Te

r 9.1 30

82.841

811,725

890

603-450

60.000
-l'ravcllirr ,,I S

Internet C

180.400 214.500

227.000 63. I 50

75.000 125.225

0 116.967

52 000 52,000

r8.600205.000

79.73C, 210.200

78.146233,81,r

6.r00 r8.070

13.920Lib lt[rr
09?{, T.W.\\1.D.A

487.223

57.114Land Rent

525.044

57.114

30.000

14.160

18u.000

2l I .l (x)

0 0lncrease in AGM
696.000

150.000Provision in z\G

r50.000

326.886

78.000

I 87.591

Provision fbr S

ProfL'ssiotral cli

Irtsttriurcc

WI{LIA

28.092 16.243

5.,391,674

n

II

c Plan

nual [V1eeti

()nl ter Solirvarc

er (]x SCS

sibilitv

L
l%Wasreb

\A/RA

812.000

149.500

holJer's tbrum 150.000

186"725

44"000

799 lr8

2(t

L

li

l,vr-

I'rovision in Audi +
I

I



Description 2021-2022 2020-202t

KShs KShs
Training o1'BOD 471.907 0

Directors Allowances :i02.000 l-+:1.(XX)

776,91ti 2JJ,(XXI

\ \t{()\tolur \\'t l't..lt & s.\NI't,t't.t()l\ ( oilP.\N\ l.lNil il]).
\\\l \t. Rl,.t,olt.t \Nl) l.'tN.\\ct \1. s'1 .\'il.llll.\ l s t.'oR'ilil,. \ l.:.\tr l,t\t)1,.1) J0.il \t.. 20ll

13. Board ENSES

Total

1 4. Maintenance Expcnses

021

s

-1J

628.

361.

l:1.000

Description 2021-21122

l\4otor []ike Repair

KShs

4ti.450

Pipes & Fittings I 79.1 10

General Maintenance _s78.902

Offlce Maintenance 0

lrLrel & Oil j-+-).(X)0 137.100

Improvement of water supply 443.1 20 :170.868

Maintenance of small lines 287"68e I()(r.l-10

WSTF C.L.S.G Grant 2.3i 3.663 0

Maintenance of Exhauster ll6.9ti0 ()

Uniforms & Occupation Safbty Health 9r 500 I -ll.I 60

Sub Totals .1,{3{,{2-l I,883,23lt

2l
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l\otcs -I 
o 'l'he Statcments (Continued

15. l)e tion and Amortization Expenses

s.\\t'1 .\'l to\ ( ()\tP \N\ t.l\il l l.l).
l. l\ \N( l \1. s I |l tri\ll'.N'l S FOR'l llt. \ l'1,\R l'lNl)ltl) J0.ltrNl'l 2022

2020-202 I202t-2022

Kshs KshsI)escription

Depreciatiorr 970.246 3.261.5 i7
3,261,5 57'I'otal 970,216

22
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

16. Property, Plant and Equipment for the year ended 30th June 2022

DETAILS
PIPES

TELEPHONE
&

COMPUTERS

OFFICE
FURNITURES

&
EQUIPMENTS

PLANT &
MACHIN

ERY
WIP TOTAL

FY 2021-2022 2.5'h 3Ao/" 12.5"h 12.5v,
Opening Bal At Cost

U7t202t 36.073,652 330.248 143.870 4.016.900 0 40.564.670

Additions 0 0 0 1.1 78.250 0 1 .1 78250

Closing Bal As At
30t6t2022 36,073,652 330,248 I {3,870 5,195,150 0 11,712,920

DEPRECIATION
Opening Bal As

U7t202t 15.798.718 284.854 36.085 1.704.902 0 17,82{,559

Period Charge 506.873 1 3.61 8 13.473 436.281 0 970.246

Total Depreciation 16,305,591 298,172 ;19,558 2,141,183 0 18,79.1,805

NBVAsAt
30t6t2022 19,768,061 31,77 6 9{,312 3,053,967 0 22,9{8,1l5
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.\\\t \l lilt'()R,r \\t)t.r\\\(l\l st\il..\l|.\tst'oRIil[.\]..\Rt.\l)lt)Jl).n\t:lrl:

Notes To The Financial Statcments (Continued)

Propertl', Plant and Equipment for the 1'ear ended 3l)rr' .lune 2021

DIiI"{ILS

Adclitions

TELEPI{ONE &
OFFICE
FTIRNITURES PLANT & tr /r tr -T.r\l- A r

( O\IPT TEIIS &
T..QUTPMENTS

\I,{CHINERY v tt rvtalL

F\',2020-2021 2.5.r 30"h 12.5"1, 12.5"1,

Opening Bal At Cost
il7t2020 30.6s4.670 3-r0.248 56.590 i.694.700 0 3{,736,208

5.418.982 0 87.280 322.200 0 5.828.462
Closing Bal As At

30t6t202t 36,073,(r52 330,2.t8 l{3,870 -1,016,900 0 40,56.1,670

DEPRECIATION I .1 78.250
Opening Bal As

u7t2020 12,902.299 265.400 20.687 1.37 4.617 0 14.563.003

Period Charge 2.896"419 19,454 15,398 330.285 0 3.261.557

Total Depreciation 15,798,718 284,85.1 36,085 1,,701,902 0 17,824,560

NBVAsAt
30t6t2021 20,,271,934 45,394 107,785 2,31 I,998 0 22,740,110

24
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Notes To The Financial Statements (Continued)

Propertl', Plant and Equipment (Continued)

Year 202112022

Item Depreciation rate Amount
Amortization Balance

Pipeline extension 2.5% 506.873

Telephone & Computers 30% l 3.61 8

Office Furniture 13.473

Plant & Machiner,v 12.5% 436.281

970,215

t5

I

12.5% I

I
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Notes To The

I 7. Inven

18.)

,\Nt'I.\'t r()r\ ( o\Il,\NY I.l\lI l l.lr).
IN \N( t,\1. S',l .\',1'1,.\11,.\ l s l:()lt'l ltl,. \ l-,\lt l.\l)lll) J0.lt Nll 2022

ncial Statements (Continued)

'v

2020-2022021-2022

Kshs Ksh i

COST
)2,847,415 1,357,94r

)2,857,415 1,357,94rAt June 30

Ie and Other Receivables

2020-20212021-2022
KShrKShs

'l'rade receivablt

ryr-nentsDeposits and pretr

2,910,784 3,303,48:Customer unpaid ills (notclll (b))
I0 (Other receivables

2,,910,784 3,303,48:Gross trade and ,ther receivables
( I0Provision for bad Lnd doubtf'ul receivable
( I0Provision dispute receivables

3,303,48',2,910,784Net trade and ot er receivables

26
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l8 (b). Trade Receivables

202r-2022 2020-2021

Kshs Kshs
Cross trade receivables 2,910,784 3,303.487
Provision for doubtfirl receivables 0 0

Provision disputed receivables 0 0

Net trade receivables 2,910,784 3,303,497

at June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days 1,108,500 1,202,456
Between 30 and 60 days 800,1 25 987,048

Between 6l and 90 days 45,282 56,650

Between 9l and 120 days 32,580 100,456

Over 120 days 924,297 956,877
'I'otal 2,910,794 3,303,487

)l
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Notcs To The

19. llank

I)ctliletl a

Suh- total
d) ()lhcrs(spcc

i \ \\t't \ I t()\ ( ()\tP \\\ l.t\il't t.t).
I ll\\\( l.\l Sl \l U\ll'.\'lS l.()ll'llll'l \[.,tR l:.\-l)I,]D30.lt:N[.2022

rancial Statcments (Ciontinued)

rnd Cash llalances

2021-2022 2020-202t

Kshs Kshs

1.129.676 1.079.6 +ti('ash at biurk
('ash in hand

lVlohilc nronev r Cr)tlnt

1,129,,676 1,079,,6 ttt

of the c:rsh and cash cquivalents

2021-2022 21120-20 \
Account nunrller KShs KS lsI,-inlncial instil tiott

rnta) ('urrent acct

rnks 52.e81 167.9 t8('orrrrncrciul I

0 0 0

52,981 167,9i I8Suh- total
\ccountb) I'.rpenditurc
rrrlis 42.856 3s"3', /5('ontnrcrcial t

0 0othcrs 0

42,856 35,3 /5

c) I"ircd rleposi

Suh- total
ilccOunt

1"032,867 876.2i t5( )tlrcr ('orlmr cial barrks

0 0otltct's 0

1,032,867 876,,21 i5

)

972 0

0 0 0

U/S I l [)eposit

\ l-pcsa

972 0Sull- total
1,079,6, .8(Jrand total 1,129,,676

28
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Notes To The Financial Statements (Continued)

20. Revaluation Reserve

'['he rer,,aluation reserve relates to the revaluation of cc'ftain items ol'property. plant and eqtripnrent. As

irrdicated in the Statement of Changes in Equity. this is stated atier transt.er o1-excess depreciation tlct

ol-related deferred tax to retained earnings. Revaluation surpluses are not distributahle

21. Fair Value Adjustment Reserve

The fair value adiustment reserve arises on the revaluatiou ol'availablc--lirr-sitlc lirtancial asscts.

principally the marketable securities. When a flnancial asset is clisprosed.lhe portiott ol'the rcscr'\ g tlrirl

relate to that asset is deducted fiom the fairvalue adjustment reserve ancl is recognised irt prolit ttl'losr.

Where a financial asset is impaired, the portion of the reserve that relales to that assct is rccogttiscd itt

profit or loss.

Narontoru Water & Sanitation Company t.imited also contributcs to the slatutorl' Natiortal Social

Security Fund (NSSF). This is a detlned contributiorr scheme registered uncler the National Social

Secr-rrity Act. Naromoru Water & Sanitation Compan5, [.inrited obligation under tlte schetne is lirlitecl

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

month. Other tharr NSSF the entity also has a defined contributicrn scheme operatecl bt' Cottntv l)cnsiotr

Fr-rnd. [-.rnploy'ees contribute 7.5o/o while employ'crs contributc I5o,/o ot'basic salan. I:rn1-rlo1cr

contributions are recognized as expenses in the statenrent of finartciitl perlorntancc withirr thc periotl

they are incurred

22. Trade and Other Payables

21120-202t2021-2022

Kshs Kshs

Tradc payables 1.908.8i(r l.lttJi.il6
()'l'ax payable 0

Othcr payables 0 0

T'otal I,908,836 I,883,32(r

29
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23.1: Deposits

r\clcl: deposi ved during the year

'l'otal

Incomc

l)(.sr..,'rp{ r0n

.rllt

I tlcft'rrcd nlc

21.

7.ti2t-2022

KShs
r.886.250

; I,8860250

fhe dcferred

21 b.

[]alance frpl..rght

Addition',

Antttrt; ,itlir-rt-t

llilIir rtc cilrrictl

is as fbllon's:

202012021

17,245,713

'2021-2022 21120-202

Kshs Kshr
I

2.1 l 5.000 )Opcning

)340.s00 325.00(

1"790.00(

2,115,00( )2,455,500

2020-202

KShr

2"155.7 1,

2,155,71,

202U2022

rftuVard 15,089,999

0
/

( 1.88(r.250) (2.155,714)

15,089,999'rl'ard 13,203,749

30
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25. Taxation

Kshs

l'rul'il hclorc lax 1.26tt"259

Add
I)cprcciation e70.246

Lcss Difl'ered Income ( l.titl(r.250)

Suh-'I'otal I 352,255
I-ess Depreciation ()70.1-+()

Total (61 7.991 I

Loss brought forward ( 10.(,11.-566)

( I 1,2.10,557)Loss carried forward

3l
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ii) In
lhc corrtpanl'

lltc ctlttpan.r
risk.

ir ) ('retl
l'his is thc risl

to tlrc u()llrpalt
I lrc ctrnrpunv
I his risk is pr
[-lre ct'rt-r-t1'lany

iii) Price Risk

s.\\l't [il()\ ( ()\lP \\\ l.l]ll l l..l).
l. l\.\\('t \1. s t \ l l..\11,.\'l s l.()l{'l l lu \ Il.\R }.\DED J0.ltr\}. 2022

Notes f-o Thc Financial Statcments

Othcr l)isclosurcs
26. Relatcd Partv Disclosures

((lontinued)

rlng

ded

t Rate Risk
not borrowed money and thus not afTected by interest rate risk

not hold invcstrtrg-rts that would be subject to price risk hence no exposure to price

llisk
or.lc part\ will de lault on [ris/her contractual obligation resulting in financial

surcs. rnonitors arrd rnanages credit risk for each receivable.
il1'attrihutablc to bank balances. trade and other receivables

cl loped a dcbt nranagement policy in order to reduce the customer unpaid bills.

nt1' (irlvcrnmcnt of Nrcri
'['he County Govenurent o1-Nyeri is the principal shareholder of the Company. hold

I0 of'the Company's eqr.rity interest. -fhe County of Government of xxx has provi

lirll to all lorrg-tcrm lenders of the Company. both domestic and external.

Ot related parties include:

o Parent ministry'

o Tana Water works Development Agency

o WASREB

. WARMA

o Key ntanagcnrent

o Board o1'directors

27. l"in:rncial llisk Nlanagenrent

'l 
he coltillanl''s ll risk ntanagelncnt programme focuses on unpredictable changes in the operating

cnr ironrncnt artcl

NIa.ior tvpcs o1'li
seeks to minirnize the potential adverse effect of such risks on its perlonnance

risk that may face the company include
i) Cu cv Risk

l he corttpauv is rrcntly not exposed to currency risk because it does not trade with fbreign countrics

k
tV

OSS

Int
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Credit risk
Total
amount

Fully
performing Past due lrnpaired

As at 30th June 2021

Customer unpaid bills
Total 3.303.487 2,023,617 I,279,8{0 0

As at 30th June2022
Customer unpaid bills
Total 2.910.784 1,797,818 I,l 12,936 0

JJ
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Notes'fo l'he anciill Statemcnts (Continucd)

(i) Crcrlit

l'hc cotttpr"ttl\''s o

e rtr irtltrn-tcnt and

N4a.ior t-v"pes of lir

I risk management programme focuses on unpredi ctable changes in the operating
risks on its perfbrmartce.seeks to niinimize the potential adverse effect of such

ial risk tlrat rrral' f-ace the company include:

i) Cu c1' ltisk
'l'he cornpanl is rrently not ex1'rosed to currency risk because it does not trade with loreign count

ii) In t llate Risk
'fhe r:onrpany' I-r not borrorved ntonel, and thus not affected by interest rate risk

iii) Pricc k
-l'he 

company
risk.

not hold investments that would be subject to price risk hence no exposure to

ir ) ('red Risk
I'his is tlic risk
to tlrc c()nrpilll)

orre partv will delault on his/her contrirctual obligation resulting in flnancial

l'hc cornpany ures. moniturs anc'l manages credit risk fbr each receivable.

I his risk is print 11 attributablc to bank balances, trade and other receivables.

I hc conrpatrl' cle e lopcd a tlcbt rnanalr.crnent policy in order to reduce the customer unpaid bills

('rctlit risk

Impaired
Fully'
rrerforming Past due

Totll
amount

,,\s at 3Oth .lr-rnc 201 |

Custourcr unpa d lrills
1,279,840 03.303"4n7 2,023,617-fotal

2022,\s at lOth .lLrrtc

d bills('trstonrcr unpit
01,797,848 1,112,9362.910.784Total

:i4

cs.

ce

SS
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Notes To The Financial Statements (Continued)

C redit Risk (Continued)

v). Liquidity Risk
The company manages liquidity risk by maintaining banking lacilities through conlinuous
monitoring of forecast and actual cash flows. The management has also pr"rt in placc 1r'antcuolk
for the management of the company's' short. mediurn- and long-terrn tirncling arrcl lirluiclitr
management requirements.

The table below represents cash flows payable by the company under non-delivatir,'c llnancill

liabilities by their remaining contractual maturities at the reporting date. 'l'he arnounts disclosccl irr tlre

tahle are the contractual undiscounted cash flows. Balances due rvithin l2 months equal their carrf irrg

balances. as the impact of discounting is not significant.

28. Incorporation
TIre Company is incorporated in Kenya under the Kenyan Conrpanies Act and is donriciled in

Kenya.

29. Events After the Reporting Period
There \l'ere no materierl ad.ir"rstinu arnd non- adjusting cr.culs alicr thc rc1-rortilrq 1rcli,,rl.

30. Currency
The financial statements are presented in Kenya Shillings (Kshs).
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l'rogress ()n F Ion []p ()f Auditor Recommen

I hc lirllou'ing is slunnrary ol- issues raised by t
w'crc prtlviclccl ttr tlrc aLrditor. We havc nominated
[-.clot riith the sociatcd time t}ame within whic

Itcf'erencc

Nrr
m Auditor

& s \\t t.\'l'lo\ ( ()tll'\N'l l.ll\ll'l l.ll).
D tjt\ \\( 1,\L s'l'\.1 1..\l1,.\'l s t.'()ll'l lItl I li.\R u\l)t l) 30.1t'NI" 2(122

dations
he external auditor, and management comments that
focal persons to resolve the various issues as shown
h we expect the issues to be resolved.

Status: Timefra
Management comments

I

I

I

I

i

I

i

l

1

I

l

I

i

l

I

I
I

I

I

i

I

I

I

I

I

I
I

I
I
i

I

i
I

I

i

I

I

I

+

J

I

pndisclosed
l

Matcrial
.l-
I I ncertat nty t n

Relation to

(ioinu Concern

The compan)' faced
challenges with ef-fects of
Covid- l9 Pandemic that
resulted to shortlall of the

targeted revenue
cxpectations.
As the company under its
fbrmation is not a profit
rnaking entity, the negative
working capital does not
af-fect the company's
sustainabi I ity of service.

'l'his has since been corrected
and ad.iusted in the amended
flnancial statements.

Resolved

rrsupportecl

d.iustmcnt in
2

Statement of'

h flow'

ruracies In

l'laut

This has since been corrected
arrd ad.iusted in the amended
financial statements.

This has since been corrected
and adiusted in the amended
t-rnancial statements.

The company realized an

under lunding in its Budget

due tt.r shortfall in targeted

billing. This was attributed to

rttl Irclr.riprrrent

n-:\nal1'sccl

radc

vahlcs

udgctary'

ontrol and

-l
-l

Resolved

Resolvcd

Resolved

Resolved

rlirrrrrance
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Management comnrents

the prolonged dry spell that

resulted to the company.

The company is currentll'
fbllowing up or1 the mallers

and hopes to address the

issues raised arn icablv.

The cornpany rvill strive to
incrcase its Operational costs

through increase of internally
generated revenue and

lobbying of, funds to other

development partners to
improve on its tolal
expenditures.

The personnel cost is 3tl%r

computed from a personnel
cost of'Kshs. 6.368.076 as a
percentage of O&M o1 Kshs.
16.540,076 as guided by
Wasreb Key Indicator
Parameters

The companl, has contracted
a Company Secretary who
ollbrs advises or1 matters
Conrpany Law. In ref-erence
to this Audit finding" the
Company Secretary' advised
that Naromoru Water &
Sanitation Conrpany under its
current lbrmation llimited by'

Guarantee) does not requirc
its board of directors to be
gazetted.

The conlpany had not
conducted then Annual
Evaluation of Board

Status: 'l'inrcl'rlrnr:

I

I
I

i
It

Not-

Resolved

7 Ilcsolvcrl

ltesolvcclIJ

I Not

Resolvecl

Reference

No

Issue /

Observations

from Auditor

6.

Un-Resolved

Prior Year Audit

Issues

Personnel Costs

Failure to

Gazetle Board of

Directors

Lack ofAnnual

Evaluation of

37
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i

I

I

I

t-

I

(

t

ssue /

)bscn'ations

rom Auditor

Management comments
Status: Timeframr

Ioard

'e rltlrntance

Perfbrmance in the year
tundcr audit due to Covid-19
restrictions on meetings. This
has however been carried out
and will be recognized in the
current flnancial year
20212022.

Not-

Resolved

'l-he conrpany l-rad L IFW of
29o/o.'l'his is also anticipated
to reduce to 27% in the
financial year 202012021 if
the Conventional'freatment
Works under construction
rvill have been completed and

handed over to the company
by the County Government of
Nyeri. Meanwhile. the
tbllolving measures have
been taken to reduce UFW
o Rapid Result

lnitiative was put place for
close supervision on

servicing of water meters and

attendance ofbursts and leaks

without delay.

o Installation of zonal

rneters

o Installation of water

straincrs
o Sealing of all

consumer meters

o Ensuring 100%

nretering ratio

'fhe company is in its tlnal
stages in the application for
[,icense from Water Services
Regulatory Board

I tltotrt a

i"lter

n- [{cr cnrrc

Resolved

(

\)

t

I
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Management comments

(WASREB) where thcr

regulator has promised tcr

grant the company a 2- year
Interim I-icense.
The company presented
befbre y'ourr office docurnents
to attest to this 0r1 the
progress it has made on this.

12.

The company has a

Centralized Billing System

that it uses to bill its

consumers. ]'he 994

Connections that were billed

on flat rate consumed 0-6

units and were charged at

Kshs. 250 as they belong to

that cluster in the Company's

Tarifl. No revenue was lost

as a result.

Status: 'I'inrcli'arnc:

llcsolr ccl

i--
I
L

I

I

I

i

l
l

l.
l

I

I

I

I

I

I

i

I
j

I

I
I

I

I

I

I

I

i

I

i

I

I

I

I
L

I

I
I

i

I

I

I
I

i

I

I
I

I

I

I

I

I

I

l3

The company afier its
l'brmation was granted a

Service Provision Agreement
(SPA) by J'ana Water
Services Board and issuecl

with a tariff liom Othay'a
Mukurweini Water Services
Company (OMWASCO)
water and sewerage u'liich
was adopted by the Boarcl ol'
Directors of Naromoru Watcr
and Sanitation Company.
The amendments made on thc
deposit charges firr
consumers were approved by'

thc Board of Directors.

Not-

ltcsolved

Reference

No

Issue /

Obsen,ations

from Auditor

Lack ofa

Consumption

Based Water

Billing System

Lack of

Approved Water

Charging Tariff

39
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Status: Timeframe:Reference

No

I

(

f

sue /

bsen'ations

om Auditor

Management comments

Resolved
r

I

Lilr-rre to llle

rnual Returns

'[he company has contracted
a Company Secretary who
offers advises on matters
Company Law. ln reference
to this Audit finding, the
Company Secretary files a

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 inthe year2020 which
has lecl to delays in filing of
the returns.

'[he company uporl filing of a
l'acant position advertises
through the Company's
website, County Government
w'ebsite 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.

Not-

Resolved

I

I

rck of Staff

hnic diversity

I

I

J

I

Lck o1'a Risk

anagement

rlicy'&

amework

Resolved

'fhe companl'has drafted the
Risk/Disaster Management
Policy u4rich is in the draft
stage awaiting Board of
Directors approval lor
adoption. The same

document was presented to
your olfice during audit.

40
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a

Status: Timcframe:

Resolr,'ed

Resolved

ltesolved

,
a

xu*" (\
Signature

Managing Director

wa"51gs

,

Reference

No

Issue /

Observations

from Auditor

17

Lack of ICT

Policy and

Strategic Plan

18

t

Lack of lnternal

Audit Function

Management comments

The company has drafted the
IT strategic plan and Policy
which is in the draft stage

awaiting Board ol Directors
approval fbr adoption. The
company is in the process o1'

formulating an l.l'
Committee fbr conrpliance ol'
the same.

The company is irr tl.re

process of advertising and

filling the position o1' thc

Internal Auditor. It lias also

included this allocation in its
Personnel Costs in the Budget

for Financial Year 2022-2023

and therefbre expects tcr

commence the recruitment

process as from July'2022.

t9
Lack of an

Imprest Register

The company has prepared
and is currently maintaining
and updating the register.
T'his will be recognized in tlre
coming financial year's audit.

I

Date 'slnl leo*=
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