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I) I(EY ENTITY INFORN,IATION

Bachground informatioo

Ngagaka rvater and sanitation cr)rnpany (NGAWASCO) is a rvater service provider (WSP) which was

incorporated in March 2011 and lalls under Tana Water Works Development Agency. NGAWASCO
covers an area ol over 80krn2 rvhich ias a population olabout 79,739 as per Impact No. 13/2C.ll. The

head office is at Kianjokoma rnarket, Embu County.

Principal Activitics

The principal activity of NGAWASCO is provisior: cl rvater and sanitation services rvithin the designated

Service Area.

Di rec tors
The Diroctors rvho served the entity during the year were as follows

l.
2.

3.

4.

5.

6.
1

8.

9.

l0

Cyrus Njoka Nyaga

Jacinta Catavi Nyaga

NjagiNjue
Doras Muthoni Nyaga

Andrew Kinyua munyi

Josphine Marigu Nvaga

Justin J. Catumuta

Sub-County WO-Embu North
CEO.TWWDA
Francis Mugendi Njoka

Appointed on 26'h July 2019

Appointed on 26'h July 20 l9
Appointed on 26'r' Juty 201 9

Appointed on 26'h July 2019

Appointed on 26'r'July 2019

Appointed on 26'h July 201c,'

Appointed on 26'r' July 20 l9

(General manager)

Cha irman

Director

Director
Dir:;ior
Jirector
Director

Director

Director

Director

Director

Corporate Secreta ry

FCS Richard K. Gikuhi
P. O. Box l27l-10100
Nyeri, Kenya

Regis tercd Office

Kianjokoma Market
P.O. Box 2507-601C.)

Embu, Kenya

Corporate Contacts
Telephone: (254)2701084 424/0738 360 306
E-rnai[: ngawasco@grnail.com lIl
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K EY ENTITT' INFORMATION (con tinucd)

Corporate Bankers

I Family Bank of Kenya
P. O. box 789-60100
Embu, Kenya

Consolidated Bank of Kenyir
P. O. Box 1377-60100
Ernbu, Kenya

Equity Bank oI Kenya
P. O. Box
Ernbu Keny'a

Ind ependen t Auditors

Auditor Ceneral
Olf rce of the Auditor Ceneral
Ann iversary Torvers, University Way
P.O. Box 30084
cPo 00100
Nairobi, Kenya

Principal Lcgal Ad visers

The Attorney General
State Law Office
Hararnbee Avenue
P.O. Box 401 l2
GPO 00100
Nairobi, Kenya
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It) THE BOARD OF DTRECTORS

The Board of Dirccto rs

c.EO R.olT. W.\Y.lr.A)

S.rcd.n wftr Om..
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III) iVlanagemcntTcant
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I\) CHAIRMAN'SSTATI'NIENT

It is rvith great pride that I report yet ancther year ol solid growth and stellar financial performance for
our compan)', in line rvith our expeotations. We have remained steadlast in our commitment to
transformin-s the lives of the comrnunity rve serve tL.rough continuous piovision of the services that make

a real difflerence to our customers.

Tl': la:t hvelve months have been characterised by several il;'.rarn ic factors that have shaped the overall
business environment. This lactor incluCes but no lirnited to the COVID- 19 Pandemic that re-defined
some elements in our industry.

On the governance front, the impact ol devol rtion has continued to take shape. We got involved in
discussing r' ith the county government in lunding the implementation ,,,Isnme projects within the scheme
arer. The funding rva.s horvever diflered indefinitely due to COVID-19 pandemic.

Our dedication to our strategy has yielded a relatively fair set of financial results, despite the COVID-19
pandenric which has been rvitnessed in our country and across the border. This is a clear confirmation ol
our commitrnent to generating long term value for our stakeholders.

ln conclusion, rve continue to enjoy the support and goodwill inter alia ol the Regulatory Authority, the
Board, our clients, suppliers and service providers. I wish to record our appreciation to them all and note
that lve highly value this relationship.

I also rvish to thank and congratulate the mlnagement ter,n and staff of the company for the loyalty,
tledication and tireless eflorts that have mad.: rhese results possible.

Finally, to my fellorv directors, thank you for your cornmitment, support and considered advice that is so
essential in this i.,xtremely noble service.

Cvrus N.Nyag'r
Chlirnran

23'd September 2021
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V) REPORT OF TIIE CtItIiF EXECUTIVN OFFTCOR

I arn pleased to announce yrt another ye.rr of fairly perf:;-::::r,rce in our duty of provision of water
:ervices. We have maintained our record ol grorvth throug:, superior commercial performance across our
entire services. Our customers have rErvarded us rvith loyalty as rve have strived to over deliver on our
pronrise of a supcrior cuitJrncr experiencc.

Our fairly financial performance hrs enabled us to continue rvith substantial investment in our network
and other services. Custonrer satisfiction levels hrve continued to irnprove as evidenced by higher usage

ol our se rvices.

D,:spite the COVID- 19 prnd:mi: rvhich h:rs ravaged th: rvhol: rvorld, our total revenue increased from
Ksh; 35.0 million to Kshs i9.6 millicn rlhile our custonrer basE increased from 12,088 to 12,588.

Our other miscellaneous s:rvices continue tc increrse. Apptication lees lor nerv connections remain the

k-:y driver, having generated slightly above half of our total misc;llancous revenue. Thc growth rvls
driven primarily by our number of custorners rvho stood at 12,688 as at close of the accounting period.

Our stalfs are the greatest resourc3 and rve have an exciting mi.x of skills in various disciptines blended
rr.::l: wealth ol experiences. The average age of our emplo'. , -. is approximately thirty-five years. They
rre enthusiastic to makg certain that tu- npe nltvays in the fr':rt. These ernployees are always ready to roll
up their sleeves lvhenever requircd to perlor,n specifio txsks to ensure that customers' needs are met a,rd

our goals ach ieved.

Strategic priorities

Our goal is to continue transforrning thc lives of our fello,'v Kenyans and delighting our customers rvith
great value and services. SMS bilting is still goirrg on rvell. That is a mile stone project given the value it
hrs added to the company after it rvas fully autornf,ted. Further the conrpany's migration to cash being
paid directl,v to the bank hrs gone on',vell. During th: year, lve commence the process of Mpesa payment.

This has given our customers the opportunity to choose their prelerred mode of payment. Our priority this
year is grorving the number of active connections and mrking E- payment the prelered mode of payment.

This rvill make a significant contribution to the lives of our customers and accelerate Kenya towards a

cash-[ite economy.

'lo ensure our customers get value for their rnon3y, rve engaged both the Regulator and the Board in
Regular Tarifl Adjustment (RTA) issue. The process rvas slorved down by the COVID-19 pandemic but
toivards the end olthe year, the process rvri o00Z cc:nplete.

Ngagaka water has continued to be the front runner and this can only be due to the commitment and

diiigence by the board, manag.ment and staff rvho have 
"vorked 

tirelessly to satisfy our clients, and all
stakeholders. I register my appreciation to the support rvhich lras rnade once again a momentous year for
all of us.

We hope to offer befter services in

..,Nhu"
General Manager
23'd September 2021
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vr) STATEVIEN't O F P E, R IIONIANC E AGAINST PII EDETERM tNED OBJECTIVDS FOIT
THE FY 202012{t2l

Section 8l Subsection 2 (l) of the Public Finance lv{:rnagement Act,201,2 requires the accounting officer

to include in the financial statement, a statement ol the national govemment entity's performance against

preCetermined objectives.

Ngagaka Water and Sanitation has 5 Strategic Pillars/ Thernes/lssues and Objectives within the current

Strategic Plan for the year 2019 - 2023. The Strategic pillars are as follows:

l, ll/aler and sanilalion infrastruclure developm:nt

This thematic area inciudes hardrvare investments like rvater treatment plants, ,ierv pipelines,

storage tanks and sanitation inlrastructure.

2. Operationol ef/iciency and custonter service

This thematic area includes intenral systems improvements that reduce operational costs and

lvater losses, increase revenues, as well as activities to promote customer satisfaction like call
centres, community outreach activities and customer satisfaction surveys.

3. Financial sustainability

This thematic area relers to act!vities that have an impact on the financial position of thu WSP

including bilting and collections, new connections, strong accounting and f;nancial management

systems, and prop -r procurei..l! rrt ;r.-'csdures and controls.

4. Instilulionalcapacily/strengthening

This thematic area refers to human resource policies, procedures, training and incentives as rvell

as abiding by the Labour Laws of the country.

5. Corporate governdnce

This thematic area refers to the systern of rules, practices and processes by which the WSP is
directed and controlled. Corporato governance essentillly involves balancing the interests of,the
many stakeholders - these include its stakeholders, Bod, managetnent, customers, suppliers,
financiers, governlnent and the community.

lI/e develop our annual rvork plans based on the above 5 pillars. Assessment of the Board's performance

against its annual lvo,l: plen i; jone on a quarterly basis. The Conrpany achievt d its peifotrnance targets

set for the FY 2020|zu2i perioti for its 5 strategic pillars, as indicated in the diagrarn beior'':

Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements

For the year ended June 30, 2021
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3. Fin a n c ia I S usto i nab i li ty Implove O&lv[ cost

covelage fronr

l?jYo to torvards

t4'J%

Projected increase

in annual revenue

Procurement

Procedures that are

efficient z.rd

aligned to PFMA
IncrErs:d

collection

efficiency by 0.5%

per year

Increased

Water sales

Increase in

Annual Revenue

E-Collections

& E-Billings
Efficient E-

Collections

l.lnslitutiontl
c apac i t1:/s ! r e n g I h e n i n g

Stlengthen stafl'

capac itv. effic iencl'

and satis laction

Operational

structure

Number olstaflfs
trained

Compliance rvith

OSH guideiines

External Trarning

Attendance

Staffl Training

E-Plrrtform

Implemented

There has been

stall training

Decision to have

Structured Yearly
Plan for Staff
Training

5,Co rpo rale gove rnance Cleal and

res pon sib le

corporate

governance

policies,

plocedures and

practices

Board manual

Periodic progress

reports

Succession

management policy

in place

Risk management

plan & risk register

in plac.'

Initiatives
Started

Existence of a
Formal Board

Board Members
eager to

understand

Principles of
Good Corporate

Governance

xl
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WO CORPORATD GOVERNANCESTATENIENT

Good corporate governance is key to the integrity of water se,tor institutions and markets and is central

to the health of our c,cnornics and their stability. Corporate governance plays :. l:aJing role in making

c:riain hol' .:JrporxtiJns and th;ir borrd; rnil nlanag.m.nt a:..: Cir::t::1, controlled and held to account.

Corporate govemance therefore encompasses the systerns, practioes and procedures by which the

individual corporation regulates itsell to remain competitive, ethical, sustainable and fair.

Appointed on July,20l9 The Board oiNGAWASCO tirlit:C follorvs, principles olopenness, lritegrity

and account:bility irr its stervardship ol the company's affuirs. It re;ognizes the developing nature ol
corporate governsnce and assesses the conrpany's' compliance rvith g:nerally accepted corpora!J

governance practice on a regular basis, directly and through its board comtnittees and managoment. The

role of the board is to ensure conlormance by focusing on and providing the cornpany's' overall stratsgic

direction and policy -making as well as perflormance revie',v through accountabilify and ensuring

appropriate monitoring and supervision. Thc board is also responsible for the overalI system of internal

control and flor the revierving its effectiveness. The controls are designed to both safeguard the

company's' assets and e,r;ure the reliability of financial information.

A rn:rnagement team, comprising the g:neral manager, head: of departments and senior staff meets

regularly to consider rssues of operational and strategic importance to the company. Here below are the

key features of the existing corp:)rat. governance practices rvithin Ngagaka Water and Sanitation

Cornpany Limited rvhich are revierved and inrproved on a regular basis: -

1. Boarcl of D irec to rs

The board of directors consists of one executive director and nine ncn-e;(ecutive directors, who have been

appointed in accordance with the Water Act 2016. The chairntan olthe board is a non-executive director

and the board meets lormatly at least lour times a year.

The board is responsible lor setting the direction ol the conrpany through the establishment of strategic

objectives, key policies and approval ol budgets. It monitors the implementation of strategies and

pcii.:i,rs tlrl.,rugh a structured approach to reporting by manag:ntcLtt:.rtd consequent accountability.

The non-executive directors are actively involved in and bring strong independent judgment on board

deliberations and discussions. These directors have a rvide range ol knowledge and experience of local

nrarkets that is applied to the formulation of strategic objectives and decision making.

The board meets regularly and retains full and effective control over the company in all strategic,

financial, operationnl and compliance areas. In 2021, lour board nreetings were held and all directors

attended the four meetings

To assist the board in the discttarge of its responsibilities, board committees have been eshblished. All
the board committees meet at least twice a year. The committees are as follows: -

xii
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t

a) Audit Comnrittee

The audit committee comprises of three non-executive directors and Internal Audit manager. The

committ:e is responsible for inter alia, developing and advising an audit and financial controls and

cornpliance issues of the cornpany. [t also defi;res the scope ol the internal audit function and acts as

: liaison between the external auditor: and management. The current members olthe commiftee are:

- J Gatumuta (Chairman), CEO Tana representative,;osephine Marigu and Intemal Auditor'

b) Finance ^r\nd Technical Cornmittee

The finance aqd technical comrnittee cor rprises of five non-executive directors and the general

manag.r. The committee provides guidance to the board on finance and technical requirements for

the company. fhe current members ar: D. Muthoni, N. Njue, J. G.Nyaga, CEO Tana Representative,

Ceneral Nlanager and A Kinyua (Chairman).

2, In ternal Co n trols

The comprny has implenrented and maintained internal controls designed to provide reasonable

assurance as to the integrity and roliability of the financial statements and to adequately saleguard

and maintain accountability ol the company's' assets. Such controls are based on established policies
qrC procedures and are implemented by trained personn:l rvitlt appropriate segregation ol duties.

The efllectiveness of the system ol internal controls .s monitored regularly through internal audit

functions, operational meetings and the annual external audit.

3. Related Party Transactions and Directors Remuneration.

The related party transactions with the company during the year ending 30'r' June 2021 are detailed

under note l8 on page 22 ofthese annual report and financial statements.

The remuneration lor directors consists ol sining allowances for their services relating to the Board

and committee meetings.

The aggregate amount of director's rcmuneration for services rendered during the year ending 30tr'

June 202 [ are contained under note l9 on page l7 of these annual report and financial statements.

4, Going Concern

The directors confirm that the company has adequate resources to continue in business for the

leasible future and therefore the cr.rntinued use of going concern as a basis of preparing the financial

statements.

C Nyaga
LQ,
NJo

$lir
F.lYI.

Chairnrrn

xlll

Director
ka
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vIII) IVIANAGIINIFI,N'[ DISCUSSION AND ANALYSTS

Opemtionnl Ret'ior th rough Key Perfor'.natrce Data Ar'al.ytics

REVEN U ES
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IvIANACEivt 0NT DISCUSSION ..\ND I\Nr\LYSIS (CON'TINUED)

Grants from National
G:vernment
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NIANA G EN'I IINT DISC tiSS tON AN D .\N;\ LYSIS (CONT IN U It D)

Capital and Reserves
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IX) ENVIRNOMENTAL.AND SUST..\INABILITYREPORTING

\Ye, Ngagaka ll/ater and Sanitation Contpazy, exist to transtbrm lives. This is our purpose; the driving
force bchind everything we do. lt's rvhat guides us to deliver our strategy, putting the customer/citizen
first, delivering relevant goods and services, and improving operational excellence. Belorv is an outline of
the organisation's policies and activities that promote sustainability

a) The sustai,:rbility of the company is dependent, among others, on the following key factors

i) \iratcl Sourccs
ii) Collection and Distributiorr Inflrastructure
iii) Water Production Lcvels
iv) Watcr Distribution Effic iency
v) Value ol Non-Ilevinue Water (Watcr Loss)
r i) Political SupporVcoodrvill from Govemment oI Kenya

b) Environmental Performance

The cornprny acknowledges the critical role ol climatic environment (rveather and weather patterns) as a

foundation lor our existence as a corporate.
ln this regard management has formulated an environmental policy and regularly commits resources to
fund environmental conservation initiatives
In the coming years the management endsavours to commit more resources on environmental promotion
and conservation act! vities

c) Employee lVelfare

S tat'f.s are a criti:al resource lor the attainment ol our corporate objectives and personal development of
thc stafl themselves. The cornpany therefore, prioritizes ernployee welflare, among otlier employee

management initiatives, the foliowing are emphasized:

i) Policies guiding the hiring process

ii) Capacitl,Duilding
iii) Perfbrnrance lnanagement - appraisal system

iv) Safe work environmental practices

d) Market Place Practices

The company aspires to be a responsible open and trustworthy market player. In this regard, the company
ensures that all its comnrercial transactions are undertaken openly, fairly and to the best interest of the

parties involved

c) P.esponsibleCompetitionPractice

rVi:il.' ive are a commercial company and accordingly ss;k t( b.] ,rrore competitive than our competitors,
including Bottled Water, we consciously don't engage in deriding the competition. Indeed we capitalise
on any collaboration opportunities in the market, even rvhen they involve water companies

f) Responsible Supply Chain and Supplier Relations

The company ackno,'vledges the importance of managing suppliers through prompt payment

xvl t
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Wq endeavour to pay supplier invoices rvithin the credit pericd. Where the company is unable to meet

ttrese obligations t,n due dates, we pro-act by notifying suppliers of the inten'led delays and communicate

in rvriting alternative payment plans. A policy on Pending bilts and their management is in place

h) Product Stewardship

Tle Production and Distribution Pr oc:ss of Water holds S:rfcty Sacred. This includes Anti-

Contamination Saleguards. An internel Quality Assurance Systern ensures that all our product

sanitization processes uphold industry regulator standards

i) Corporate Social Responsibility Statement (CSR)

The :ompany uphLrtcl: its core values rvhich enshrine eth. rI busine.r.; practices, comPliance with

regulatory and other legat requirements and respect for humanity, communities and the environment' The

company's' corporate social re;ponsibility (CSR) hing:s on t',vo key pillars, employees and rvelfare

programmes.

During thc year, our employees have become an inrportant part ol this noble objective. The employees

are the backbone of our success

Therefore, rve have unretentingly ensured that they have a fevourable work environment. Training and

development ofl staff has continued to be an importent part of our business. Alt stafls are encouraged to

aftend internal and extemal training sessicns to upgrade thentselves technically and professionally. The

internship ptacement programmes have continued rvith several students working as interns in various

departments. Those students are drarvn frotn various colleg3s.

xvlll
I

g) Responsible Nlarketing and Advertisernent

The company, while publicizing its products, ensures that our mar keting and advertisements campaigns

are conducted using lair language aro morally upright and adhere to other fair advertising and ntarketing

practices.

The company is in the process ol fonnalizing a policy on marketing and advertisement



x) REPORT OF THE D[REC'I'ORS

The Directors submit their report together with the audited financial statements flor the year ended June

30,2021 which sholv the state of the Company's affairs.

Principal activify

The principal activity of the entity is pr'ovision of rvat.: and sanitation services rvithin the Service Area

Resu lts

'i'he results olthe entity for the year ended June 30,2021 are set out on page I

Directors

The members ol the Board ol Directors who served during the year are shown on page v In accordancs

'with Regulation oI the cornpany's Articles of Association.

.4,uditors

The Auditor Ceneral is responsible for the statutory audit ol the company in accordance with the Public

Finance Management (PFM) Act, 2012, rvhich emporvers the Auditor General to nominate other auditors

to carry out the audit on his behalL

uy Order I the Board

Director
23'd September 2021

xtx
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Xt) Sll;\'l'ENtliNT OFDIRECTOTIS' RESPONSIBILITIOS

Section t64 ol the Public Finance M::nagement Act 2Cl2 and the County Corporations, requrre the

Jirectors to prepare financial statements in respect of ttr; - rirrprry, rvhich give a true and fair view of the

strt.: oI afhirs ol the comprny at th-- end of th: finlncirl year and the operating results oI the company

for that year. The Directors are also required to ensure that the company keeps proper accounting records

rvhich disclose with reasonable accuracy the financial position ol the company. The Directors are also

responsihle for saleguarding the assets of the company.

Th: Directors ar: responsible lor the pr-.prratior: and presentrtion oi the company's financirl st:ltements,

rvhich give a true and lair vierv of the state of afhirs o[ the cornpany for and as at the end of th: financial

year ended on June 30, 2021. This responsibility includes: (i) maintaining adequate financial

manaJirnint arrangements and ensuring thnt these coniinu3 to be elfective throughout the reporting

pe:ic,l; (ii) maintaining proper a.counting records, rvhi:h disclose rvith reasonebl3 aco'Jracy at any time

the financial position of the entity; (iii) designing, implementing and maintaining intemal controls

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

fr:. lrorn material misstatements, rvhether due to error o. fraud; (iv) safeguarding the assets of the

company; (v) setecting and applying appropriate ac'. runting policies; and (vi) making accounting

estitnates that are reasonable in tlte circuI rstances.

The Directors accept responsibitity for the company's finan;ial statoments, rvhich have been prepared using

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

conlormity with Intemational Financial Reporting Standards (IFRS), and in the manner required by the

section 164 olthe Public Finlnce iVlanagenrent Act, 2012 and the County Corporations. The Directors are

of the opinion that the company's financial stet3rnents give a true and lair view of the state ol company's

transactions during the finan;ial year ended June 30, 2021, and ol the company's financial position as at

that date. The Directors lurthcr confirm the cornpleteness of the accounting records maintained for the

company, rvhich have been retied upon in thc preparation ol the company's financial statements as rvell as

the aCequacy ol the systems of intenral financial control.

Nothing has come to the att.:ntion ol the Directors to indicatE that the company lvill not remain a going

concern lor at least the next nvelve months from the date olthis statement.

Approval of the financial statemen

'[he rlrp s financia[ statements rverJ approved by the Board on 2310912021 and signed on is behalf by

c

Chairrnan - BOD Gengra lManag':r

Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements
For the yerr ended June 30, 2021
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HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON NGAGAKA WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Ngagaka Water and Sanitation
Company Limited set out on pages 1 lo 22, which comprise the statement of financial
position as at 30 June,2021, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of

Report of the Auditor General on Ngagaka llater and Sanitation Compory Limitedfor the year ended 30 June, 2021
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comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

Unauthorized Payment of Allowances

The statement of profit or loss and other comprehensive income reflects administration
expenditure of Kshs.31,130,289, which includes an amount Kshs.405,848 spent on staff
year party & tour, cleaning and corporate social responsibilities activities as disclosed in
Note 8 to the financial statements. lncluded in the expenditure are payments of
Kshs.310,000 as allowances to forty (40) staff and seven (7) Board Members who
attended the end of year party without approval by Salaries and Remuneration
Commission (SRC) as required by Section 1 1(b) and (f) of the Salaries and Remuneration
Commission Act, 2011.

ln the circumstances, the validity and value for money for the expenditure amounting to
Kshs.310,000 could not be confirmed.

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

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness

Report of the Auditor General on Ngagoka ll/oter and Sanitation Compony Limited for the yeor ended 30 June, 202 I
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a
ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Ngagaka Water and Sanitation Company Limited
as at 30 June,2021, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards (IFRS) and
comply with the Public Financial Management Act, 2012, Water Act, 2016 and the
Companies Act, 2015.

Basis for Qualified Opinion



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

Basis for Gonclusion

1. lncomplete Presentation and Disclosure of the Financia! Statements

The financial statements presented for audit contained anomalies as highlighted below:-

i. The list of the Board of Directors does not include their date of birth, key qualifications
and details of work experience.

ii. The details relating to the Company Secretary including whether he is a member of
ICPSK among others are not included.

ln the circumstance, presentation and disclosure of the financial statements do not
comply with the prescribed format by PSASB and the lnternational Financial Reporting
Standards.

2. Non-Compliance with Fiscal Responsibility on Wage Bill

The Company spent Kshs.2O,908,872 in respect to staff costs which translates to
fifty{hree percent (53%) of the total revenue of Kshs.39,635,270 contrary to Regulations
25(1)(a) and (b) of the Public Finance Management (County Governments) Regulations,
2015 which provides that a County Government entities'expenditure on wages and
benefits for its public officers, shall not exceed thirty-five (35) percent of the total revenue.

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

3. Non-Compliance with Law on Ethnic Composition

Analysis of the payroll provided for audit revealed that Ngagaka Water and Sanitation
Company has employed 37 employees out of which 36 or 97% were from the same ethnic
community contrary to Section 7(2) of the National Cohesion and lntegration Act, 2008
which provides that no public establishment shall have more than one third of its staff
from the same ethnic community.

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

4. Non-Revenue Water

During the year, the Company produced a total of '1,157,580 cubic meters (m3) of water.
However, only 721,694 cubic meters were billed to customers. The balance of 435,886
cubic meters (approximately 38%) of the total water produced with a sale price of
Kshs.20,050,756 (at Kshs.46 per cubic meter which is the average sale price for the year
under review) represents the Non-Revenue Water (NRW) and as reported in the previous
years, this is over and above the allowable loss of 25% as provided by Schedule E of
Water Service Regulatory Board (WASREB) Guidelines.

Report of the Auditor General on Ngogaka lAater and Sanilation Company Liniled for the year ended 30 June, 202 I
3



Lack of lnformation and Communication Technology (lCT) Policy

As reported in the previous year, the Company did not have an approved ICT Policy in
place which should have included Data Security Policy and Disaster Recovery Plan.
Further, it was noted that the ICT Officer who acts as the Billing Clerk has access to the
source code of the system which could compromise the integrity of the system since the
source code should only be accessed by the system developer.

ln the circumstances, the security and reliability of the Company's data including its
Management lnformation System could not be ascertained.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

Report of the Audilor General on Ngagaka l{ater ond Sanitation Company Limited for the year ended 30 June, 202 t
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ln the circumstances, Management was in breach of the WASREB guidelines, which if
not addressed will negatively impact on the Company's profitability and its long-term
sustainability.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion



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

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) 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 overall 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 applicable basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

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

Report of the Auditor General on Ngagaka Water and Sonitation Company Limitedfor the year ended 30 June, 2021
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ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in



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

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

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

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

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

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

a

o

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.
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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.



a 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 controlthat 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 BS

Nairobi

25 July,2022
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.XrD STATENIEN'I'OF FINANCT:\L POSITION AS AT 30 JIJNE 2021
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ital fun i ,/ rr.-.rves

Revenue rgserve

TOTAI- E UI-tY AND LIABILITIES

Th t:l ! al statements were approved by the Board on 23/09/2021and signed on its behalfby:

dlii,to,
Cyrus Njol:a
Chaimran - BOI)

Frri6i' Nlot"
Ceneral Manager
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Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements
For the year ended ,Iune 30,2021

XVII) ST}\TENIENT OF COllPr\lllSON OF IlUl)GET AND AcTuAL AMoUNTS FOI{ TllE
Y8,..\I{ ENDED 30 JUNE 2()1I

AI

102

Vr\R
ACTUAL
BUDGET

FINAL
BUDGE't

ORIGIN.,\L
BUDCOT

CODE VOT0ll Er\D

KS TI. KSII KSllINCOJlIE
32,95 I,8i3 581,45332,370,400Wat:r Srl:s

KSII

32,321,4001000>010
jil.lit32.951.85111.370.{00I r.3 r {. "r00Sub-'fotll

OTTIER INCO}IES

362,500.00 108
5,060,500.0

0
4,69 3,0004,693,000 0lvleter Rent1000>020

t053 5 0,000 3 66,000.000l0i0>0 t0 Reconnections fees

100600,000.00

16,000.00

0.0J0

I i J,000

60,J,000

25,000.00 ll42 10,000.00

600,000

185,0000185,000

t050>020

l0i0>010

Application Fees

Illegll con n. fees

21,6C0.00 l2l4.600.0020,000020, 001050>010 Ternrinrtion Fe:s
0.00 1009,000.000 9,0009,000Transler Fees1050>060

l0tii 3,000 3 3,500.002 3,000N{eter Replac.m.ntl0i0>c90
t0c0.00339,',7 320it973lGrant from CVTl0i0> 100

- 100.00 9J5,900.006,0006,000 I 0l05r)> 120 N,l iscelhneous Income

l,l Ii.00 10429t350 28,0002 S000BrJ Debtsl0i0> ll0
6,633,.1r 7 409,6156,27J,78210,0006,2 61,7 81Sub-Totrl

l0iJ 9,6r5,2 70 99 I,0833 3,61{,182Tot:rl Income

EXPENDIRI-IRES

,1,u {) 01s,533,1s2

AD}I tN. EXPENSE.S
31,128 10020,903,872020,9 r0,000

1005 5 6,000 -500
20,910,000

5 5 5,500- il 8000673,500

Sta tT co sts

30 i0
8,081 907 4,9 t983,0008l,000Electricity and Wat:r3210

6,409 99873,5918 30,000r 50000710,000Tel, emails, postage and

computer acc.
l2 s0

I 86,400 901,6 I 3,600I,800,0001,800,000 0Transport, travel & subi r00
90259,288 29,712289,00002 89,000Advert., printin g, st3t.&n,/p3:3C

0 10060,00060,000060,0001200 Rent e.{penses
17,200 953 62,8003 30,00003 30,000i270

-18,328 10450 8,32I490,0000490,000Staff unifornrs ,rvellare &
team bu ild inq

-5 63 100202,408201 ,84021000I 77,8 40lnsuranca expcnsell20>10
97r,61053,2320 54,3125 4,842Bank charges &comm3290>020
9l2,329,0i2,500,0000Fees and l:vi:;3,130

100290,000290,0000

2,599:000

290,000Auditors remuneration3i00>20

170,989

l52,EE,r

0

90l,4l7,t t61,580,0000r ,i 60,000lvl.v./cycle fuel & maintI r0c
- t 0,800 l0l430,800420,0000420,000Wa;pa expensesj,160

92r r 9,335 10,665130,0000130.000Other repairs & mrint1280>01 5

44,t52 90405,84845 0,00004i0,000
cle an in g and CSR
Staff year psrty and tour,

3240

97435,03 0 14,970500,0000500000I490 Stakeholders lvteeting
65J,00{30,950,178J 1,60{,1823 1 ,5{3,1 S2Sub-Totul

-

I

-I

I I
j

.\D.'UST.

339782

I)irectors' emoluments

3 000

Stafl training /seminars

1
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,Ngagaka lVater and Sanitation Company Limited
'.tnnual Reports and Financial Statcnrents
For the ycar ended Junc 30, 2021

S't.dTENIENT OF CoivlP^{li.ISON OIr BUt)CE't r\ND .\CTUAL AI\IOUiYtS FOI{ TrlE YBAII
ENDED 30 JUNE 2O2I (CONTINUED)

Notes to the corn n turison of butlqet antl lctuals

NIJ: The totel expenditure in the statement ol profit or loss and other conrprehensive income for the year

ended 30 Junc 2021 is Kshs 38,340,240 and that olstaternent of comparison ofbudget and actual amounts

Kshs i7,630,466. The diflerence is as a result inclusion ol investments, depreciation and bad debts iterns as

reconciled betorv.

Ii.; ir.;

38,340,2J0
(3,413,35r)

2

Illegal connection lee rvas over absorbed because there 
"vere 

more illegal penalties during the year

Meter replacement was over absorbed because more meters rvere tempered lvith by customers

resulting to replacement.

6

1450>010 Water nraint & rehrb .i 0

0

3,650,000 3 29123 8 355,762 90

3440>0 l0 Water chemicals

Su ti-Totrl
_i 10,00d 510,000 5 02i 60 37,640

{,I 90,0{J0 0 {, 190,000 3,796,-;98 393,402

Totxl O ,.t Sl expensc,; I5,7i 8,1 3l

tNVESTI\l0NTS

6+i0>0 l0 NI:ters - 700pcs 2,4 i0,000

56,000 1.i,79{,131 34,7 16,77 6 l,lt {7,406

2i09o000 2,450,000 -59,800 t0l
62i0>0 l0 Motor cycles - 2NO 400,000 0 400,000 3 7.1390 16, I l0 9i

Sub - Tot,rl

Totul expenditu re

q 2.S-i0.000 -31,6e0

l&r!!-' :1
0 q

38,6.11.r 82 37.6J 0.16 6 I ,013,71 6

Su rplus for the period q 2.0 0 -1.3 0l 2,00{,80 {

J0 .Iung 2021

Total e.rpenditure in st ltcrnent of ll:tancirrl perfornrance

Depreciation

Bad debts rv/ot'f

Sub Total

(180,r 1r)
31,7 46,i 7 6

Investrnents 2,8 83,690

Tot:rl expenditure in staternent in the budget 37,630,466

9i



Ngagaka Water and Sanitation Company Limitcd

Aunual Rcports and Financial Statenrents
For the year ended June 30, 2021

XVI I l) NOTES'I'O 1'I I E ['l Nr\N C I.\ L STA'IBX'I EN'IS

l. C cncral Infornrutiort

Ngagaka Water and Sanitation Cornpany (NCAWASCO) is incorporated under the Companies Act (Cap

486) and that the Conrpany is lirnited by Guarantee. It's domiciled in Kenya, at Embu County and falls

tutrder Tana Water Works Developnrer.t Agency. The principal activity is provision of rvater and sanitation

services rvithin the designated Service Area.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the staternent o[
financial position and the profit and loss account by the staternant of profit or loss and other cotnpreltensive

inconre in these financial statements.

2. Statcnrcnt of coutplilrtcc untl bu.;is ol prcparation
The iinancial stntelnents have b,::n prepared on a historical cost b:t;is in conformity u'ith International

Finan:ial Roporting Stanclrrds (IFRS) rvhich allorvs the uss of estimetes arrd assumptions. It also requires

rlenag:nrent to e.rercise judgernent in the process olapplying thc cornpany's accounting policies.

The t-rnancial staternents hrve been prepared anC presented in Kenya Shillings, which'is the functional and

reporting currency of the company.

The frnancial statelnents have been prepared in accordance rvith the PFVI Act, the State Corporations Act,

and Intelnational Finan':ial Repor+ing SranCards (IFRS). The accounting policies adopted have been

consistently applied to all thc years presented.

,{.pplic:rtion of Norl irrr<l Rcviscrl lrrtcrrrutionul [iirterrcirrl IicJrortirrg Sttndurtls (IFlfs)

i) New ond antendcd stdndards ond interpretatiotts irt issue effective in thc year cnded j0
June 2021

The amendrnents
are eflective for
annual periods
beginning on or
after January I,
2020. Earlier
application is
permitted.

Title Dcscrilltion Dftcctivc D:ttc

LA,S 39-Financial
Instruntents:
Recognition and
rVleasurernent

IAS 39 "Financill Instruntents: Recognition and Measurement"

outlines the requirements for the recognition and measurement

of financill assets, fiuancial liabilities, and sorne contracts to

buy or scll non-financial itenrs. Financial instruments are

initialty rccognized rvhen an entity becomes a party to the

contractu3l provisions ol the instrtrlnent and are classified into
various categories depending upon the type ol l:rstrument, rvhich
then dgtermines the subsequent measurement of the instrument
(typically amortized cost or lair value). Special rules apply to

enrbedded derivatives and hed lll instruments

7



Ngagaka Water and Sanitation Com pany Limitert-Annuol 
Reports an d tr'i nancial StafemenfsFor the year encled June 30,2021

IFRS 4 ' 'lnsurance ontracts,,applies, rvith linrited excepti ons, The amendmen ts
to all insui.ance contracts (including reinsurance con tracts) that are effective for
an entity issues and to reinsurance contracts that it holds. Inlight ol the Ir\ .SB's comprehensive

IFRS 4.
Contrac

nsurance
(Superseded)

I
ts C

I
ProJect on insurance

the re

c on tra.l

qurrements
ts, the stand ard provides a tem

of some other
porary exem
IFRSs, including the

ption from January l,
ln Accounting E

requ iremJ:)t to cons

stirnlres a

ider IAS 8 '

nd Errors,i

'Accoun ting pol

vyhen selec t

rcies, Chan ges

rng

a fter
2020

annual
beginning

application
perm itted.

periods
on or

Earlier
i.accounting policies for insuranc s contracts

IF'RS 16. L IFRS I6 specifies horv to recognize, measure, present and The arnendmenti
disclos: leases. The s tandard provides a single lessee are effective for
accountin o model, requi nng the recogn ition ol assets and annual periods
Iiabilities fb r all leases, unless the leas

alue. Lessor accou
frorn IAS 17 an

e term is 12 mont

d the

n ting
hs or

2020
after Janu

beginning

Earlier

less or the underlying asset has a lorv v

distinction
horyever re

betryeen o

nrains largely. unchanged
perating and finance leases is retain ed application

t-s
lhe Direitors have assessed the applicable standards (tnd arnendnt enls. Based on the ir assessDrent ojf

errn r tteu

company,s llinanc ial sta

tmpact of application

te men fi
o/ the above, they ,to not e.ypect that the re vvill be a significant impact o): the

ii)

on or
ary I

New an(l omended standa
June 2021. 

rrds and interpretations in issue but not ),et e//bctive in the year ended 30

8

IFRS 7.
Instrurne

F
n

rnancial
t Disclosures

Ann ual
beginning

January l,
Earliei

application
IJ

ermitted

periods
on or

alter
2020

I)escri tion

lleB c vc D il ct
- Presentation
ancial

Tirlc
IAS I

ofl Fin
Statenlents

l2 
- Incomet{s

Taxes

lo

lo

t/n

fi
fifi

IAS Pfe n on o I F :1n l1 c l S 3 tn e lto tsr Sa uou f hnlq n n :'l n a ta IN l1 tsh ll tIhs dt.lo l)d ll !)b S ru c LI dre rh lIl l) l1l u ln LIh co lIlll q nI1 ts ran d o rf d n cono
J us hp alr ri o llc Cru :l on cb eas o rIlIo a oun IIti a lld tlr Cd LI nrren oo nn uc rrT Ileh S an c a rd f.' u r aq C o l11s :t sn1 p on f ll na co oc II l' ap s a tn 1'I Io n na cte ittn l1 onI po aro o rp o a cil o h r cotn rc ha ns p Sle ltlll on mo I hc on n r.l a0 cn aty s aofl IN n f c as h

fo

fu[u

flg

fo

IA S )
com t Tax tn ln ltp sco lil ar si1 oltp s ae dba na hS nl h od f ean c co o tiIN n t1S rli C h r o n ot) hc tho LIct1 rTL] nn ta .Koq f r ila x o II a ll d e n na dc hcn u tun ta.Kq o c

h u 'j cr9 o r roc t' sa ttn nt na orry Inl hltO
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permifted. 
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arnendments are eflective
tor. 
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lAS3 7 "previsions, Contingent Liabilities and
tiabitities oI
Contingent

uncartl
(possibl:

in timing or am

assets) an

counttng
ount), tog

d conttn

for Provistons
ether with con

d6nr lirbiliti
tingent as

(poss

j.l ts

lb l:r\ s s: ts" outlin?i the ao

obligatto ns and Pr:s:n t obligottons that ar3 no t probable or

not reliab ly measurable)

4. Sttmmary of Signiticant Accoutrting Policies 
--^.:^^ nF these financial statements are set

The principle accounting policies adopted in the preparation of these fin

out below:

a) Revenue recognition 
c.r,,rc ecoflorflic benefits will flow to the

Revenue is recognised to the extsnt'n3:::'l'*::*:::T:j::::::::#*:j*lLH;ffiJi
;';;;y and the revenue can be reliabl' 

ffi t";n""rdinarY co,rsi,eria 
have been met for each

consideration received or expected to ot 
:::^t;;, ..0 *"tt speciiic cri

net of value-added tax (VAT)' *ht:'t t'pfll:

oi the company'' u"tiuiiit' as described belorv'

i) Revenue."1;::,,:[:"H::J'.;::":]fi1.'J:[';:ii:JJ:lJ5l":"#n']"]Tl',:ffj:
to the custo

'"""i'uUt"' 
is reasonably assured' 

in which the company receives

ii) Grants from National Government are recognised in the year'

such grants
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iii) Other income is recognised as it accrues
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,Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCI.A.L STATEMENTS (Continued)

Su rrr nrary of Sign ifi carrt r\ccoutr ting Policies

b) In-kindcontributions

In-kind contributions are donations that are made to the company in the form ofactual goods and/or
services rather than in money or cash terms. These donations may include vehicles, eqrripment or
personnel servi:es. Where the irlanc;:l value received lor in-kind contributions can be reliabiy
determinoJ, tirc cotnpany incluJes sush value in th; statlnt:nt of financial performancc both as

revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not
recorded.

c) Properfy, plant and equipment

All categori:s of property, plant and equipment are recorded at cost less accumulated depreciation
and impairment losses.

Gains and losses on disposal ol items of property, pllnt and equiprnent are determined by comparing
the procceds from the disposal rvith the net carrying amount of the items, and are recognised in profit
or loss in the income statement.

d) Depreciation and impairment of p:tperty, plant and equiprnent

Depreciation on F,.operty, plant and equipment is recognised in the income sratement on a reducing
balance basis to r':ite down tlr . .3s: o[each asset to its residual value over rts estimatcJ risr:frrl Iife.
The annual rates in use are:

Buitdings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Cornputers and related equipment
Office equipment, fumiture and fittings

/,70

12.5%
25%
30%
12.5%

A full year's depreciation charge is recognised both in the year ol asset purchase and in the year of
asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying
amount of an asset is assessed as greater than its estimated recoverable amount, an impairment loss
is recognised so that the asset is rvritten dorvn immediately to its estimated recoverable amounts.

e) Finance lea.s es

Leases which confer substantially all the risks and rervards of ownership to the company are
classified as finance leases. Upon initial recognition, the leased asset is measured at an amount equal
to the lower of its fair value and the present value o[ the minirnum lease payments, and the asset is
subsequently accounted for in accordance with the accounting policy applicable to that asset.

l0



Ngagaka Water antl Sanitation Company Limited

r\nnual Reports and Financial Statements

For the Year ended June 30,2021

NOTES TO TrIE FINANCIAL STATEVIENTS (Continued)

S utn mrrt'y o f Signi ficant Accountirr g Po licies

f; Inventories

Inventories are stated at the lower oI cost and net realisable value'

g) Trade lnd other receivables

Trade and other receivables are recognis:d at lair values less allorvances for any uncollectible

anlounts. These are assessed for impairment on a continuing besis' An estimate is mrde of doubtful

receivables bas:d on a revi:rv ol all outstanding amounts 
-at 

the year end using rate of 10%' Bad

debts are written ofl after all eflorts at recovery have been exhaust:d'

h) Cash and cash equivalents

Cashandcashequivalentsconrprisecashonhandandcashatbank,short.termdepositsoncalland
highly liquid inu"ri*.nt, rvith an original maturiiy ol three. months or less, rvhich are readily

convertible to known amounts of cash and are subjej l- irrs.ignificant risk of changes in value' Bank

account balances include amounts helct rt various co"'nt"rtiJ banks at the end of the financial year'

For the purposes of these financirl s'stenrents, cash and cash equivalents also include short t"rm

cash in-rprests and advances to authorised fubli. otti"t" and rvhich were not surrendered or

account"iC for at the end of the financial year'

i) Borrorvings

lnterest bearing loans and overdralts are in itially. recorded at fair vatul being received' net ol issue

costs associated with the borrorving. Subsequently, these are tneasured at amortised co$t using the

effective interest rate method. Amortised.ort ir.uit'tuted by taking into account any issue cost and

any discount o, pr.rniu* on settlement. Finrnce charges, inctuding. premiums payable of settlement

or redemption are accounted for on accrual basis ind are add:d to the carrying arnount of the

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

accruing d,ring the construction ofa project is capitalised as part olthe cost of the project.

j) Trade and other PaYables

Trade and other payables are ilon-interest bearing

rneasured at the lalr value of con:i'actrrai value of the

goods and services supplied, rvhether bilted to the c

suppliers.

and are carried at amortised cost, \llticn ls

consideration to be paid in future in r':spect of

ompany or not, less any payments made to the

k) Retirement benefit obligations

The entity operates a defined contribution scheme for all full-time employees from July l'

2020. The scheme is administered by co-ptrust Investment Retirement Benefits Scheme and is

1l



,,Ngagaka Water and Sanitation Company Limited

' Annual Reports and Financial Statements
For the year ended Juue 30, 2021

NOTES TO TttE FIN.A,NCIAL STATEMENTS (Continued)

Sunrrnary of Sign iticant Accoun ting Policic.s

funded by contributions from both the company and its employees. The company also contributes

to the statutory National Social Security Fund Q.ISSF). This is a defined contribution scheme

re5istered under ',he National Social Security Act. The company's efligation under the scheme is

limited to specific contr'i5utions legislated from time to time and is currently at Kshs.200 per

employee per rnonth.

l) Plovision for staffleave pay

Employees' entitlements to annual leave are recognised as they accrue at the employees. A provision

is made for th.: estimated liability for annurl leave at the reporting date.

m) Conrparutive fig u res

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

n) Subsequent e ,.;rts

There ha,.,: heen no events subsequent to the financial .v:ar end 11.;tt.' 3 5ignificant impact on the

financial statements for the year ended June 30,2021

5. SALES

6. CRANT FROivl NATIONAL COVERNTVIDNT

lotal 339 782

IGlan! uJr\t'xter meters receivedlrom TWII/DA/Chlorine from li'57'l' j

30 0i0 610Gross sales of water 853): 9il
Totrl J2,951,851 30,050,6{0

Caoital grant realized 256,262 292,87t

Recurrent grant received 83,52 0

292,87 I

t2
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Ngagaka lYater and Sanitation Conrpany Limited

Annual Reports and Financial Statements
For the year ended June 30, 2021

NO'tES TO THE FINANCIAL STATENIENTS (Continued)

7. OTIIE,R INCONIT]

Illegal Con nections

Totrl
IBeing inconres other than water sales]

8. A Dn-t INIST R'\T tON COSTS

Stalf costs nore 8

696 0

L riurance costs

es and commissions

202 403

53,232

lvleter Rent

o lication lees

5,060,500.00 4,6i8,3 50.00

500,000.00 5 t 7,000.00

Reconnections

Temrination Fee

3 66,0C0.00 332,000.0f

2 1^,000.00 110,000.00

24,600.00 n,600.00

Trln:lir Fe: 9,000.00 3.000.00

lvleter Replacement 3 8.500.00 24.s00.00

29,135.00 7,81 0.00

iVliscellaneous income 5,900.00 9,750.00

6.1 ll.6t5

20,e08,872 t 5,495,981

Directors' emoluments .s 56,000 967,400

Electrici and water 7 4,919 79,121

Tel., ernails, oste e and com utir acc 873,591 6t2,697

Trans ortatlon travellin and subsistence 1,6 13,600 I,795,600

Advertisin rint in , ststione n/ ,1 259,288 257,633

Rent exDenses 60,000 60,000

Stalf trainin EK ense3 3 52,800 I , t 22,000

S taf[ un iforms and welfare/Wasco sDorts 508,328 451,176

234.304

6l,450

Fees, levies & commitments 2,329,01 I 2,135,472

Auditors' remuneration 290,000 290,000

Motor vehicle fuels, oil and maintenance t,4l7,ll6 I,248,552

Was nex ?NSES 4i0,800 I65,0r0

t{e airs and nraintenance r r9,33s 5 3,655

180,1 I I 344,5 83

Stafl ear end art & tour c lean in & CSR 405,843

Stekeholders 485,030

Totll 31,130,239 25,7 84,1l6

l3

a))

Provision for bad and doubtlul debts
409,479
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'Annual Reports and Financial Statements
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NOTES TO THE FINi\NCIAL STATEMENTS (Continued)

8(a) STAFF COSTS

S:,.r;i:s and allowances of nranent enl ..es

'- ':e - Strff retirement bene fits 569,I 60

Penna.nent em rngnl

Permanent lo es - Unionisable

Tot.rl

IBeing number () lhroughout the year)

9. PITODUCTION COSTS

tV : chemicrls
fotll

IBeing costs of rnaintaining and treating warerJ

10. oP,0RATTNG PROFTT/ (LOSS)

l4

20,339,7 t2 15,495,984

Total :0,903,8 72 15,{95,98{

The averlge number of employees at the end of the year was:

5

32

5

2i
1r)

Wat:r maintenance and rehab ilitation 3,294,238 3,344,364

182,3i9

Operating pro s) I,295,030 3,091,266

a fter c h a rgin q/c red iting): -The net profit/(loss) is arrived

Staff costs (note5(a)) 20,90 8.8 72 15,495,984

D ol PPE 3,4 ll,i5l 3,637,436

Provision for bad and doubtful debts 180,1I r 3 44,5 8i

Directors' emoluments - fees 5 i 6,000 967,400

Auditors renruneration - fees 290,000 290,000

Kr'h s

3,5 2 6,70J

Kshs

502,350

l 796, s 98

I

T
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Ngagaka waler and sanitation company limited
. Annual Reports and Financial Statements

For the year endcd June 30,2021

NOTES TO THE, FINANCIAL STAT0MENTS (Continued)

I2.INVENTOI{IES

I3. TP..{DE REC EIV.\B LFS

t 5,857,802

l0

( l 1,650, l6s)

13,892,22 5Net traCe receiv a bles

IBeing water salesJ

l-1. CASrt AND Cr\Stl EQUMLENT

15. I'RI l'.A.Yr]l EN'tS

I B e ing accounts depos i t]

)7) )1)
339,400

465 610
409,200

Water maintenences

Water rneters

2 t,300Stationeries

6, 100General stores

57 1,672Totel

Trad: r:ce ivlbles 27,6S3,081 25,512,393

Gross trade and other receivables 27,683,08 r 25,542,393

Provision for bad and doubtful receivables ( l r,830,279)

I 18,494 700,23iFamily Bank - A"/c No. 07i000019139

2,709,590 1.304,330Familv Bank - A/C No 075000019371

I19,378 t45,22tConsolid,rteC Bank - A/c No I 0.{ t 202000049

I,405,520Equity Ba;rk - A,/c No 0190261966763

100Family Bank -,Vc No 075000047664

Total 1,716,986 3.555.10 r

2,500 2,500KPLC

2,500 2,500Totrl

16

-_f_

:'.
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7 89,424



Ngagaka Water and Sanitation Company Limited

r\nnual Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO TtIE FINANCIAL STATEMENTS (Continued)

t6. Cr\PITAL FUND,TRESERVtrS

As at June

Total

I 7. IIEVENLIE ITE,.SERVES

As at l" J uly

I Surplus/ (deticit) for the year

r,3. IToRROWIN(;S

Total balrnce at the beginning olthe year

Borrowings during the yeer

Rcpaym3nts of domestic borrowings during the year

B:rlance at end of the year

Less: Amounts due within one year (current portion)

Amounts due after one ye.rr (non-current portion)

The analy ses ofdonrestic borrowings arc cJ iollolvs

Domestic Bcrroivings

Kenya Shilling lEase finance from Family bank

Ken a Shillin loan from customer de cslti

K;\;
9,965,8 7 5

18,306,961

9,965,87i

3,09t,2,36

ll e j.t
r,295,0i0

t9 60r

3,673,72J

Total balance at end ofYear 3,673,723

I Being domestic boruowing for Purchase of motor vehicle KCV 349R/

I9. DEFERRED TNCONIE

ul 2,358,52s

Total

IDeferred incone relates to veater melers doneted by Tana Waler ll/orks Development Agency. De/erred income is

recognised as income in tle statement oJfinancial per/ormance over the expected use"ftl lives of the assels.J

20. TI{ADE AND OTIIER PAYABLES

IBeing trade creditors and custonter depositsJ

9,9 65,8759,96 5,8 75

I 5,215,698

721,',l 234,05 3,723

3,6 82,000

(3s0,000)(3 80,000)

3,6 7J,7 2J

(i60,000)
1.0 53,7 23

(360,000)

3,693,7233,313,'723

4,053,7 23

{,051,7l3

2,65t,396

(2e2,87r)(2s6,262)
Anlortization

2,3 58,52 52,102,?63

I

Trade ll ables 2,232,058 2,59'7 ,'7 68

Otlrer :'r b les customer de oslt 2,6t0,777 I,616,777

Total 4.8 12,835

I

l

lTotet

4,2 14,545

17
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Annual Reports and Financial Statements
For the year ended June 30,2021

l

NOTES TO TttE FINANCI.\L STATENIENTS (Continued)

23, I;INANCtl\L I{tSK Nli\Ni\(iEI\1ON't T'OLICIES

Fin:r nci':rl risk management objectives

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

operating environment and seeks to minimise the potr':rtial adverse eflect of such risks on its

p:rformance by setting acceptable levels of risk.

Th; major types oI frnancia[ risks laced by the organisation ar

- Market risk
- Credit risk
- Liquidity risk

tllarke t risk nranagement

(i) Foreign exchange risk

The organisation is not e.rposed to loreign exchtrrg. risk sino; it drcs not have foreign currency

transactions

( ii) -il::::;::il* is not exposed to interest rate risk since it has no external borrowing

(ii) Price risk
The organisation does not hold investments that would be subject to price risk hence there is no

exposure to price risk.

Credit risk management

Credit risk ref'ers to the risk that a counter party will delault on its contractual obligations resulting in

[lnencial loss to the organisation. The organisation i.'rs r.;'.rr')s, monitors and manages credit risk lor

each receivable. The organisation's credit risk is primarily attributable to bank balances, trade and

other receivabtes. The amounts presented in the statem:nt o[ financial position are net of allowances

lor doubtful receivables, estimated by the organisation's management based on prior experience and

their assessment of the current economic environment.

The credit risk on liquid funds rvith financial institutions is also low, because the counter parties are

banks with high credit-ratings.

19
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'.Annual Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEIVIENTS (Continucd)

FINANCIA L RtSK ivlANAG E[1 ENT POLICIES (Continucd)

The amolnt that best represents th: organisation's maximurn exposu.e to credit risk is made up as follows

30 June 202 t

Trade rece ivables

To t:r I r 7J6,986

30 June 2020

-'ioul trnorrn t
Kshs

Inrprircil
Ksh ;

Bank bahnces 3,55 i,901 3,555,904
Statf advances

Trade rece ivables r i,892,255 25,542,393 (l1,650,585)
Total I 7,4{3,159 I,i 5 5,90 { 25,5{2,391 ( I I,6s0,ss5)

Ti - debtors under the fully perforrning category are payi':g tir;ir debts

The receivables that are past due relate co receivables overdue by over 30 days. The finance deprrtment is
: 'tively fotlorving these receivables. No uollateral is l,cii * ith respect to the debt. The debt that is impaired
has been fullv provided for.

Liquidity risk management

Prudent liquidiry risk managernent includes maintaining sufficient cash to meet organisation obligations

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

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

The table belorv analyses the organisation's financial liabilities that rvilI be settled on a net basis into relevant
maturity groupings based on the remaining period at the statement of financia[ position date to the contractual
maturity date. The amounts disclosed in the table belo',v are the contractual undiscounted cash flows. Balances
due rvithin l2 months equal their carrying balances, since the impaot ofdiscounting is not significant.

20

Bank balances J I )t) 936 3,7 36,986
Staff advances

27,638,031rj-,!iL!!?_
l:',59{,783 27,688,081

279)(r I ,83 0,
( r l ,830,279)

Total emounl

!'ull;" perforrn in14

lGhs
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\gagaka Water and Sanitation Company Limited
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APPENDIX I: PIIOGTI.E,SS ON FOLLOW UI'OF AUDITOIT RECOVIMBNDATIONS

The fo!lolving is the summary of issues raised by the extemal auditor, and management comments

that were provided to the auditor. We have nonrinated focal persons to resolve the various issues as

sholvn beiow r,vith the associated time frame wrthin lvhich we expect the issues to be resolved.

rll.tnr ement comments

Focal Point
person to

resolve the issue
(Nome and

desi nalion

Status:
(Resolved /

Resolved)

Not
Resolved

Timeframe:
(Put a dule whe,,

lou expecl llte
issue lo be

Waiting for
appearance at
County Assembly
PAIC

"$I,r,Fran-cis Njoka

General Manager
Ngagaka tVater a,td Sdnilation Lld

Date: 23fd Septcirrbcr 2021

Reference
No. on th e

erternal
audit

Report

lssue /
Observations front
Auditor

Irregular water

maintsnance and

rehabil itetion
expendirure

The supporting documents are

in place.

Francis Njagi
CM

l I ntcrest of fixed
deposic

The difference of the amount

of interest was of no material
value.

Francis Njagi
CM

Not
Resolved

Waiting for
appearance at
County Assembly
PAIC

-,)

Internal borrowing
from customer
deposits.

NRW at-ISohway
rbove the set bench
mark of 25o/o

The int3rnal borrowing had

BOD authority.

Non-revenue team is working
on tild 5.rme to ensure the set

bench mark is attained.

The Company has inlernal
audit in place.

Francis Njagi
CM

Not
Resolved

4

Lack oI intemal
audit

Francis Njoka
GM

Not
Resolved

Not
reso lvedJosphat Njogu

TIvl and Francis
Njagi CM

Waiting for
appearance at
County Assembly
PAIC

Waiting for
appearance at

Counfv Assembly

5


