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t. Ktit' c()MPANI' tNt'()RlvtA't t()N

Background information

Nithi Water and Sanitation Company (NIWASCO) was incorporated on 6n April,2006 as a legal
company under the company's Act Cap.486 law of Kenya as a public limited company guaranteed

by the Govemment of Kenya with no shareholding but with stakeholders. This was as a result of
enactment of water Act 2002 which ushered in lhe reforms in the water sector. On 2nd May, 2006
the company signed an interim Service Provision Agreement with Tana Water Services Board
after being appointed as a Water Service Provider within the board's area ofjurisdiction. As required
by the Water Act 2016. NIWASCO is in the process of renewing its (5) years' l.icense with Water
Scrvices Regulatory Board (WASREB).

Previously, the company's area of SPA jurisdiction as defined in the SPA was l36km: with l00km:
under Chuka.iKaringani water Scheme and 36kmr under Chogoria Water Scheme. In April 2018, the
service area was extended furthcr to cover Mutonga-Giluma waler supply scheme. Kibunga-Kakimiki
water supply scheme Scheme and Kathwana water supply scheme. This brrngs the total area to
approx. 380Km-

The company abstracts water from diflerent sources fbr each scheme. Water from all rivers is

abstracted through gravity led pipe and conveyed to customers systems with a total production of
l0,l41hMr/day

Schcmc Sou rce Production per
month in lVlJ

Kalhwana water sU Maara River 6,446

VISION AND MISSION
Vision and Core Values
The company's vision is to be the leading water and sanitation services provider in the counly

Mission
NIWASCO's mission is to provide quality. affordable and reliable water services and enhance
sanrtation services for our customers in order to sustain healthy communities through etTective
resource mobilization and proper asset management.

223.492Chuka./Karingani Tungu Rivcr
Chogoria Maara Rivcr 27,885

1.1.88.1Mutonga-Gituma water supply Mulonga Rir cr
Kibunga-Kakim i k i water supply Kathrta Rivcr 3 l,523

r'()'rAl. 10.1.230



n*ithi \\'ater and Sanitation ()onrpany Ltd

Annual Reports and Financial Statemcnts

I

h'or the vear entled .lune 30. 2020

('ore Vrlues
To achieve our vision through the mission, the company holds clearly the following core values

o Reliabiliry
o Efficiency
o Accounrability and Integnfy
o euality
o Customer Focus

. EmployeeSatisfaction

Principal ,\ctivities

The firandate ol the principal activities of NIWASCO is to provide reliable, adequate, sale and
aflbrdable water and sanitation services in areas formerly served by the GoK through Chuka,
Chogoria and Karingani Water Supplies and the newly extended areas and enhance sanitalion
services rn those areas.

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

l
2

3

4.

5.

6.

?,
a

9.

l0
lt

Gilbert Nkonge Ndiga
[-eonard N. Ngaine
Elizabcth N. N1'aga
Humphrey Gitonga Ntwiga
Peter K. Kathiga
Joseph Kilonzo Nthuri
Nancy Muthoni Riungu
David N. Gichoni
Zephania Mbaka R.
Mary Wambui Kigia
Laban Kaara Mwaniki

- Chairman - Appointed in August 2019
- Director - Appointed in August 201 8.
- Dircctor - Appointcd on 2017
- Director - Appointed in August 2019
- Director - Appointed in August 2019
- Director - Appointed in August 2019
- Director - Appointed in August 2019
- Director -CO Water Tharaka Nithi Countl, Gor.t'
- Director - CO Finance Tharaka Nithi County Govt'
- CEO-Rep Tana Water Works Development Agency.
- Managing Director - Secretary to the Board

CorporBte Secretary
Mr. Gikuhi Kiana
Certifi cd Public Secrelaries
PO Box l27l-10100
NYERI
Registered Oflice
County Commissioner's compound
P O. Box 263-60400
CHTIKA

ti
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Corporate Headquarters
Cgunty Commissioner's compound,
P O. Box 263-60400,
CIIUKA

Corporate Contects
Telephone: 064 -630434, 020 803263 8

E-mail: nithirvasco l3 (rDyahoo.com

Website: www nithiwater.com

('orporate Bankers

L Co-operative I3ank of Kenya
P,O. Box l0l-60400
CHTIKA

2. Kenya Comnercial Bank
P.O. Box 7014-60400
CHI-IKA

3. Barclays Bank of Kenya
P.O. Box 27-60100
CHI.lKA

Independent Auditors
Office of the Auditor- General
Anni vcrsary Tolvcrs, Univcrsiiy- Way
Monrovia Street P.O. Box 30084
GPO 00100
NATROBI, KENYA

Principal Lcgal .{dviscrs
The Atlomey General
State Law OfIice
Harambee Avenue
P.O Box 401 I 2

Cit1, Square 00200
NAIROBI, KENYA

Advocates
Kijaru,Njeru& Company Advocales

P.o. Box 2l-60400
CHI.IKA.

Family Bank
P.O. Box l0l-60400
CHI-IKA

Kenya Conrniercial Bank
P.O. Box 7014-60400

CHTIKA

1

6. Post Bank
P.O. BOXS-60400

CHI.IKA

l
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2. t)rRr.(''t'oR

3. l)lRE("IOR

MR- GILBERT NKONGE NDIGA
D.O.B t960
Business Man in Marrma Market.
Appointcd under the busincss community calegory
Appointed in August 2019

Mr. LEONARD NJERI, N(;AINE
D.O.B 1949

Mr. Leonard N. Ngaine is a businessman in Chuka Town
He has served as the Chairman, chamber of commerce in
Chuka town and has a wealth ofexperience in business
management

I}TRS. trI,IZABI,I'II N. NT'AGA
D.O.B 1959

Proliciency Course in Clerical. lligher clerical officer-
Judiciary for the last 20years. Chairlady lga'mba Ng'ombe
Women Sacco. Chairlady Bahati women Croup. Charrlady
Tuinukc rvomcn group

MISS. NANCY MTITHONI RII.INGI]
D.O.B t972

Artisan- Garment Making
She is appointed under the Resident Organisations category
l'rom Chogoria Water Scheme.
Appointed in August 2019

.I. DIRI'('TOR

For the year ended June J0,2020 r_
2. 'I'HE BOARD OF DIRECTORS

a1

/
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R,,'OSI:PH KII,O\ZO YI'HIiRI
D.O.B 1958.
Retired Education Offi cer
Currently a Business Man and appointed fiom
Kibung'a Kakimiki Water Scheme under the
Resident C)rganisations Category
Appointed in August 2019

MR. PE,TERN.K FRANK KATHIGA
D.O.B t956
Retired Teacher
Business Man
Represents the Resident Organisations Category
fiom Kathwana Water Scheme
Appointed in August 20 | 9

MR.HTIMPIIREY GITONGA HTISSEIN
D.O.B t960
Farmer
Appointed in August 20 l9
He represents the Religious Groups Category

5. I)tRt.("toR

6. t)tRu("toR

7. DtRLt(r'toR

#,
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8. t)rRl.("toR

9. t)tRIi('T()R

10. ('.8.o TwwDA
REPRT],SENI'A'I'IVI]

Eng. DAVID NJIIE GICIHONI
D.O.B t969
Chief Offrcer Water & Irrigatron
Tharaka Nithi County Govemment

MR" ZEPHANIA RWANDA MBAKA
D.O.B 1985
Chief Officer Finance
Tharaka Nithr County Govemment

MARY WAMBI]I KIGIA
(REP. Or CEO TANA WA'I'ER WORKS

DEVEI,OPMENT AGENCY)
D.O.B t965

She has a Diploma Water Technology. She is the
capacity Building Officer ar TWWDA and has a
vast experience having work in the water sector
for over 27 vears.

E

vl
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I I. ('oMPANY SE(]R[I'ARY

I2. MANAGING DIRECTOR
(Sccretary to the Board)

MR GIKI.]HI KIANA (CS)
He is aged 66 years old. He has a wealth of
experience having practiced for over 20 years

Eng. LABAN KAARA MWANIKI
I}IENIBERSHIP NO. PETOO257
He is 36 years old. Hc has a degree in Civil
Engineering with rnore than eight years rn Water
sector as well as civil engineering seclor and
registered with Kenya [rngineering'lechnology
Registration board.

vll

)
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]. MANAGEMENTTEAM
The day to day operations of the Companv is nrn hy Corfnrate Management Team (CMT) heaSled hy
the Managing Director.

The following is thc Corporate Management Team

l. i\rAN,1,(;tN(; t)tRI|("I oR

2.,\g.'I'E('HNl('Al. IIIANACER

-

3. ('OMIlT}:,R('IAI, MANAGI.]R

ENG. LABAN KAARA MWANIKI
MEMBERSHTP NO. PETOO257
He is 36 years old. IIc has a degree in Civil
Engineerrng with more than eight years rn Water
sector as well as civil engincering sector and
registered with Kenya lingineering'l'echnology
Registration board.

Mr. RAPHAEL BE.IA LEWA
Ilc is 35 years old. I Ic has a Diploma rn Watcr
Engineering with an experience ol6 years in water
sector.

CPA MWONGERAH FAI'IH GAKII:
REG NO:23019
She is 36 years old. Shc is a CPAK and CPS Seclion
5. She is a Certified Monitoring and llvaluation
Consultant. She is undenaking a diploma in I luman
resource Managemenl at KIM. Completed B.Com
Finance option at Univc'rsity of Nairobi awaiting
graduation. She has served the company as the
Accountant for 3 years prior to her appointment in
2013 as the Commercial Manager. She has acted as

the Company's General Manager in the FY20l7-
201 8

v l
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{. t\'t }.R\,{t, .\t't)il oR

CPA RIIINGTI LAWRENCE MIIRITHI:
Rf,G NO:23031
He is 45 years old. l{e is a CPAK. He has a
wealth of experience in both Accounting and
Arrditinu tields

V
a I
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4. CHAIRMAN'S STATEMf,NI'

On behalfofthe Board of Direclors, it is with great honour that I presenl to you the
annual repo( and financial statements ofthe Company for the year ended 30th June, 2020.

First, I would likc to acknowledge the Support of thc County Covernnrenl of Tharaha Nithi
headed by H.E. Hon. Onesmus Muthomi Njuki for the support, solid commitment and political
goodwill which created an enabling environmenl to the company in its endeavour to deliver on rts
mandate. In my opinion, the company is stronger and has the momentum to grow now than any other
timc in our l3 years history.

During thc [inancial Year 2018i l9 the company was involved in preparation of Integrated
Development Plan in relation to provision of water and sanitation services in the county thus rve are
keen on adjusting our strategic plan to align to the aspirations and strategic objectives as spelt out in
the plan

In ftltrlmcnt of thc provision ofschedulc 4 ofthc constitution of l(cnya 2010 on wator scrliccs, thc
companv's area of services was exlended to cover additional schemes in the lorver parts of the
county. The new service area bounders River'fhuci in Meru south sub county and Mutonga River in
Maara sub county.

During thc rcporting pcriod significant achicvcments have bccn madc in thc kcy areas of rvatcr
infrastructure, production capacity, and efliciency in service delivery as well as the quality of the
rvater supplied to our customers.
With support from the county government and othcr development partners the company has
continuously put efforts and mitigating measures in addressing the main challenges of-:

. Non-rcvenuc watcr

. Frequent intemrplions of the water supply and damage to the infrastructure by the road
developments withrn our servicc area

o Old/dilapidated infrastructure
. Lack offull water lreatment facility for both Chuka/Karingani scheme and Chogoria scheme.
. Conlpetilion for waler sources with other increasing conulunity projects during the dry

seasons.
. Low water coverage
o Lack of way leaves and rampant encroachments

During the year, thc conipany contirrued to partncr wilh donors in the lunding of various projects.
This is a big step towards increasing universal access to residents in our count-v as enshrined in the
continuation. Transparency and accountability are embedded in the company's policies and
procedures thus creating a very high levcl of donor confidence. In the financial year l8/19 Water

Sector Trust in partnership with the County Government funded the Kathwana Water Treatment
Plant and Kibung'a Kakimiki pipclinc nctwork at a runc of Kshs.85l\l

x
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The company's primary goal of being financially self-sustainable has not been fully achieved

he-cause we have heen operaling with a non-cost recovery tariffsince 2013 However the companl,
has still continued to mobilise resources lrom other development partners by writing bankable
proposals with an objective oladdressing some ofthe highlighted challenges.
I appreciate the Board of directors and management and the entire staff for their role and dedication
in ensuring that our company continually adds value to our customers and the stakeholders. We have
been committed in embracing the principles of good corporate sovemance so as to ensure the
company achieves our primary strategic objective ofbeing financially self-sustainable so as fulfil our
mandate of providing quality, affordable and reliable water and sanitation services to our cuslomers.

Thank you all and God bless you.

'tr" \
CII,BT,RT NKONGE NDIGA
BOARD CIIAIRMAN
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5. N.F,PONT OB TTIE MANAGING DINF/CT(}N

m*,, is with great pleasure that I present ro you an overview of rhe annual reporr and
fittattcial statcnlenls of the Curnpany ftrr tlie ycar ended 30s Junc 2020. This is the l3rli annual repurt
and financial statements for the Company and demonstrates how far we have come. The strong
loundation that we have built over time by embracing our vision and mission; supported by a robust
governance structure; continucs lo drive an increase groMh in NIWASCo, providing an impetus for
a secure future.
During the pcriod undcr rcvicw, thc company reccivcd funding from thc county covemmcnl of
l'haraka Nithi and Water Sector 'frust Fund that were geared towards increasing of universal access
to portable water to the residcnts within our service area, improvement olperformance and efficiency
in service delivery and increasing levels ofcustomer satisfaction. This includes-:

l. Kshs.44.8Million for the Construction of a full conventional treatment works fbr Kathwana
watcr supply schcmc.

2. Kshs.J5.6 Million Construction of pipeline network and Watcr kiosks at Kibunga-Kakimiki
water supply scheme.

3. Developed a pro poor policy document and the accompanying appropriate structure with a
view of improving sen,ice delivery to the pro-poor areas. GiZ provided the technical and
financial support of carrying out an asscssmcnt ofthc company's staffcapacitl and facilitatcd
lhe preparation of the document.

4. Increascd our customer base from 10,514 in June, 2019 to 10,923 by June 2020 for Chuka,
karingani, Mutonga Gituma, Kibunga Kakimiki, Kathwana & Chogoria scheme.

5. Despite the Covrd l9 pandemic our total turnover increased from Kshs 64.2M in June 2019
to Kshs 64.7M in 2020.T'hus rcprcscnting a 87" grouth.

6. 'fhe technology is changing l'ast and we are not left behind as we endeavour to embrace the
cmerging trends to improve our efficicncy. During the year, the company changed fiom
manual meter reading to smart meter reading. This has really improved the overall accuracy
in meter reading and billing efticiency rhus reducing the no of bill complaints.

7. The lcvcl of Non-revcnuc tvatcr stood at 6l%.This rvas largely affcctcd by thc uptakc ofthrcc
new schemes namely Kibung'a-Kakimiki, Mulonga-Gituma and Kathwana Water schemes
whose Non Revenue Water was too high. We prepared proposals and non-revenue waler
reduction plan and forwarded to development partners. We anticrpate that by and by we will
continue addressing the issue to achieve the sector bench mark.

l'[:l t]Rl.l Lrl t.ooK

Over the last l3yrs, the company has demonstrated an rmpressive trend in gowth ofrevenue, assel
base and quality olservices to the customers. The company's revenue has grown from Kshs.
64.2Million to Kshs. 64.7Million from the financial year 2Ol8l20l9 to financial year 2019t2020

The conrpany future plans are envisioued in thc following strategic objectives
a) Expand coverage to 90% ofarea forjurisdiction by 2022.

x

ir-ithi \l'ater and Sanitation Conrpany l-td
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h

d
e

Expand and diversifu the revenue hase

lmprove service delivery to customers by adopting new technology
Enhance capacity ofboard members, management team and staff
Strengthen institutional/framework and capacity

Tlre company received funding from Water sector trust lund to conrplete the Kathwana and Kibunga
Kakimiki water supply schemes and undertake a sanitation project in Kathwana. These projects once
completed will improve water coverage as well its quality to the residents ofthe areas.

The company will also continue to extend it services to unserved residents in all the schemes

trNG. l.AIIAN KAARA MWANIKI
MANAGING DIREC'I'OR

rlll

IN4NJ
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6. REVIEW OF NITHI WATER AND SANITATION COMPANY PERFoMANCE FOR
FY 2019t2020

Revenue
'fhe company posted 89i, growth in its revenue despite the eflbcts ofCovid l9 experienced in the
third and lburth quarters ofthe financial year. This is in line with the company's srrategic objective
to increase its Financial Sustainability within the strategic period ending F'inancial Year 2021-2022
The company's revenue grew from Kshs. 64.2Million to Kshs. 64.7Million from the financial year
20 I 8/2019 to financial year 201912020.

Assets
The company has continued to gTow its Asset base during lhe year. The assets grew from kshs.l09
million to kshs. 145 million over the year.
This was achieved through imrnense support received from Water Sector Trust Fund to complete the
Kathrvana and Kibunga Kakimiki water supply schemes under the J6 Project. l'he funds were utilized
to develop pipeline networks and Water Kiosks in Kibung'a Kakimiki water Scheme and Water
'l'reatment plant in Kathwana Waler Scheme.

Sanitation

Also received during the year were funding for enhancing Sanitation coverage under the following
proJects

o Kalhwana Community Total Led Sanitation(CLTS) -Kshs.757,250
o Kajuki Community Total Led Saniration(ClTS) -Kshs. 2,603,090
. UBSUP phase III -Kshs.6,775,250.

The company also received support Kathita Catchment under Kibung'a-Kakimiki Kathita
Conscrvation project at a project cost of Kshs.22, 831,480
We also received Kshs. 4million to mitigate against the effects of covid 19 under the Covid 19
Response project l-unded by WSTF.

( ustomer Rase
'l'he Company continued to enrol and connect more customers during the year

Non-Revenue Water
l'his issue has continued to affect the company negatively due to the l'act that the amount of water
losses was still huge.
'fhe cornpany continued to put in place measures to curb water losses that occurred either through
Physical or Commercial causes.
Some of the strategies employed were as fbltows

o Continuous response to burst repairs as soon as they are reported.
. Unearthing illegal connections to ensure all connections are registered in the company's

systems
. Rehabilitating ofwom out pipelines to curb physical water losses.

xtv
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Iluman Resource

'fhe company conlinued to strengthen its human capital through regular capacity building during the
year. This is due to the fact that the employees are the most critical pillar for the future sustainability
of NIWASCO.
Thc company till continuc to empolver its cmployccs through on thc job trainings, facilitation for
extemal and professional trainings aimed empowering the staff for efficient and maximum
productivity.

ENG- LABAN KAARA MWNNIKI
MANAGINC DIRECTOR

l&/Y4"
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7. ('ORPORA'TE GOVERNANCE STAI'T],[I EN'I'

The Corporate Govenrance of NIWASCO takes place within a liamework which exists to regulate
and./or guide the conduct of Board members, staff, customers and members of public in assessing the
Company's facilities and services. The Board of Directors of NIWASCO is responsible for the
overall management of the Company and is committed to ensuring that its business and operations
are conducted with integrity, professionalism, and in compliance with the law, intemationally
acceptcd principlcs and bcst practiccs in corporatc govcrnancc.

The Board of Directors
The Company Board of Directors are appointed in accordance with section 30 ofthe Company's
Memorandum and Articles of Association.
Thc Board of Dircctors are responsible for the follorving:-

. Implementation of Memorandum and Articles of Association
o Provision ofguidelines and control function of the Company
. Approval of the organisation structure and maintenance of stafflerms and

conditions ol service
. Approval of strategic plan, business plans and budgets
o Provision of management guidelines
. Approval of major contracts/prqects
. Approval of tariff adjustment
o Prudenl investnlent of funds lo ensure continuity ofservice
. Appointmenl ol Corporate Management Team

The Board is responsible for drawing and implementing strategies for the long term success of the
company as rvell as carrying out the fiduciary duty of monitoring and overseeing the activities of
managcltleltt. The Board meets quarterly with a forrnal schedule of nleetings to discuss rnatters
reservcd for its decision with a vierv of determining and reviewing the strategies of the Company and
overseeing the Companies compliance with statutory and regulalory obligations. Notices and agenda
tbr all Board meetings are circulaled to all Directors on a timely basis together with the respcctivc
documents for discussion. They are required to declare any conflicts of interests on any matters
bcforc thc Board and arc disqualificd f'rom participating in dclibcrations whcn thcrc is such conflict.

iivt

Board members have signed a code ofethics while employees have signed a code of conduct. Non-
executive members of the board are institutional and hold office for 3 years. The Board appotnts a
commtttee to assisl in executing its mandate. The execution of Board's policies is vested in the
Gcncral Manager who is also rcsponsiblc for thc cffcctivc performancc of the managcmcnt which
provides support to the Board and its committees.
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ROARD COMPOSI'[ION

The Board is composed of 9 Non-executive directors frorr whoni the clrairman is elected by the
board members. The executive member of the Board is the General Manager. The non-executive
directors are independent of Management.
Seven (7) directors competitively sourced to represent various stakeholder groups within the

company's area of jurisdiction as stipulated in the Corporate Govemance Guidelines. Two (2)
nrcmbcrs arc appointcd from thc county govcmmcnt from thc Watcr and financc ministrics. Thc
board has a fiduciary relationship i.e. to treat the organization as their own and take prudenl measures
to grow the organization.

The stakeholders groups represented in the Board are:-
i. Thc Business Communiry- (Chambcr of Commcrce and the Jua Kali Association)

members.

ii. Women's organization (Maendeleo ya Wanawake) - I member.

iii. Resident Organisationr 3 members.

lv County Goverunrent olTharaka Nithi - 2 members (CO Water & CO finance)

Religious institutions I member.

Board Responsibilities
The primary role of the Board is to ensure long-term wealth and prosperity of the Company for the
bencfit of customers, employccs and othcr stateholders. It is responsiblc for policy formulation,
investment of company funds, company administration through the appointed Corporate
Management Team, safeguarding ofassets and performance ofsuch other duties as may be necessary
for the due and faithlul performance ofthe company obligations.
Certain functions are delegated to committees as detailed within this section. The board meets four
timcs a ycar (oncc cvcry quartcr) and additionally whcn ncccssary, to considcr all mattcrs rclating to
the overall control, company perlormance and strategy.

The Board committees are constituted by the Board which sets out the responsibilities delegated by
the Board to the committee and committee structure and operation.
Thc role of a committcc is to opcrate sithin thc tcrms of its chartcr and to makc recommendations to
the Board for ratification or to determine certain matters with prior approval ofthe Board. Each
committee meets regularly under the terms of reference set by the Board in their respective
committee charters.

Board Committccs
The following are the currcnl commitlees of the Board

1. l,'inunce, Administrutbn und l'echniLul ('ommittea
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The committee comprises of Four (4) members and is mandated 1o review and make
recommendations on the company's financial and accorrntins policies annrral brrdsets
investment policy, risk management policy and assets management.

!lembers

Joseph Kilonzo
Cilbert Nkonge
Leonard Njeru
Elizabeth Nyaga
David Gichoni

Chairman
Director
Director
Director
Chief officer-Water and inigation
(Tharaka Nithi County)

2. Awlu, Risk und ( tvcrnuncc ('ommiltec

The committee comprises ol lour (4) members and is mandated to raise the standards of
Corporate Govemance by reviewing the quality and effectiveness ofthe intemal control systems,
the internal and external audit functions and the quality olfinancial reporting.

It also rnonitors managements compliance with rclevant legislation, regulations and guidelines as
rvell as the companv's laid dorm policies and procedures. 'lhe committee has a direct access to
the Audit function.
ln the ensuing year the commiftee received and revierved the findings ofthe internal and extemal
audit reports and managemcnt action to address them.

i\lembers

r. Humprcl, Gitonga Chainnan
ri. Peter Kathiga Drrector
iii. Nancy Muthoni Direclor
iv. Zephanrah Mbaka Chief otficer-Finance and Economic planning

(Tharaka Nirhi Counry)
Information nnd professional development
Keeping uPto-date with key business developments is esscntial for the Board of Directors to
maintain and enhance their effectiveness. On regular basis the Board receives corporate strategy,
financial plans, including budgers and forecasts and discuss them during Board meetings.
'['he chairman ensures the new board members are inducted and trained after which they are taken
through the signing of the Code of F.thics

Board performance evaluation
The board underlook a self-assessment of the effectiveness of its own decision making process.
The outcome ofthe process concluded that the board members have confidence that the decision-
making process enables them to effectivelv discharge their reslnnsihilitres. It also identified areas
where the process could be improved and an action plan to address these issues has been agreed.

xv t

l.
ii.

iii.
iv.



Nithi lrVater and Sanitation Conrpany l-td

Annual Reports ond Financial Statements
For.the vear ended June J0, 2020

8. }TANTIGT]MI.],N]' DIS(]TiSSION AND ANAI,}'SIS

Revenue/Income
During the Financial year 2019-2020 the company registered an increase in its revenue by Kshs.0.5M
represenling a 8% growth compared to the Financial year 20 I 8-2019. The minimal growth was as

result ofthe Covid l9 pandemic where by major consumers were affected through closure of
businesses i.e. Schools, Other Government Institutions and Hotels.
Thc rcl'cnuc trcnd ovcr thc last tivc (5) ycars is as sho'*n bclowl

40.4 43.4 513 61 2 61.7

E Revenue

2014 2016 20rt 20ra 2019 2020

Customer Base
The company increased its registered connections by 409 during the year

Assets

Thc asscts maintaincd an upward trcnd as a rcsult ofpurchasc ofwatcr mctcrs, pipclinc cxlcnsions,
construction of water treatment works and Water Kiosks. Some of these assets were developed
through the supp,ort of County Government and Water Sector Trust Fund(WSTF)

Kathwana treatment works storagc tank
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Wrter Service lmprovement

The company developed a Water Treatment Facility during the year

Kathwana Water'I'reatment t'acility

rl

Challenges
i. Limited resources to meet the high cost of inlrastructure development to meet the high water

demand in the company's area ofjurisdiction.
ii. l'he road developmenls along Kiereni-Kambandi- Weru and Chogoria scheme had an adverse

rmpact on billing due to the frequent interruplions ofwater supply thus reducing the monthly
consumption of our customcrs in thc aflcctcd arcas.
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9. ('ORPORATF, SOCIAI, R}:SPONSIRtI,IT}' STAT}-,I},IENT

As a company we recognize our responsibility to the environment and the sociefy in which rve
operate in. The company encourages its statlto actively recognize those responsibilities and to
behave in a responsible manner towards the society in which we function. Some examples ofhow the
company has shown its commitment to show responsible social behaviour are as below.
Environment
Planting oltrces in the forest to improve water catchment areas.

){iwasco staff planting trees at the -fungu River -('huka Karingani lntake site
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('ommunity
o Starting income generating projects for the youth within our area ofjurisdiction.
o Participating in preparations for public holidays budgets.
o Assisting in settling olbills fbr the poor elderly customers within our area ofjurisdiction
. Constructing toilets for primary schools

Toilet [acility for llousehold in chuka scheme Donated by Niwasco through \I'STF under
llBStlP Phase III Project.

-Employccs
The success of NIWASCO as Water Services Provider is based on our staffand we seek to recruit,
retain, reward and develop the best skills in our organization. we seek to continually improve
through training our employees on the identified needs.
During the year the following staff we trained on lheir relevant areas
Motor Cycle riding---8NO.
ICPAK --------------------2NO.
KISM---------------------- I NO
Pl umberiPipe Fifter--.-3NO.
NRW Management----2NO

T]\,C.I,,I B,,\N KAA R,\ II\\,.\\ I KI
MANA(;IN(; DI RE("tOR

:\liil

r-
\

rr
.--a



Nithi Water and Sanitation Conrpany Ltd

Annual Reports and Financial Statements
For the vear ended June 30, 2020

I0 REPOR'I' OF'tHT] DIRI]C'I'ORS

Tlrc Direclors subnrit their reF)rt together with the audited financial statements lor the year ended
June 30, 2020 which show the state ofthe company's affairs.

Principal activities

The principal activities ofthe company are provide reliable, adequate, safe and affordable water and
sanitation scn'ices in areas formcrly sen'ed by the CoK through Chuka, Chogoria and Karingani
Water Supplies and the newly extended lower areas of Kathwana, Mutonga-Gituma and Kibunga-
Kakimiki and enhance sanitation services in those areas.

Resu lts

The results of the company for the year ended June 30, 2020 are set out ou page I .

Dividends

The company was incorporated as a legal company under the company's Act Cap.486 law of Kenya
as a public limited company guaranteed by the Govemment of Kenya with no shareholding but with
stakeholders and thus does not declare or pay dividends to the stakeholders. Any profits made are
ploughed back to finance the extension ofservices in the underserved areas.

Directors

The members of the Board of Directors who served during the year are shown on page vi-vii. In
accordance rvith Regulation 42b & c of the company's Articles ol Association, Mr Dickson Kinyua
retire by rotation and are not eligible for re-election. Mr Gilbert Kimathi and Mr Deciderio Willis
Mbaka retire by rotation and, is eltgible for re-election.

Auditors

Tlre Office of the Auditor General is responsible lor lhe statutory audit olthe company in accordance
with Artrcle 229 of the' Constitution of Kenla and the Public Audit Act 20l5.The Auditor General
carried out the audit ofthe Financial Statements for the year ended June 30,2020.

By Order of the Board

- ,,.,. i.-!..

Gikuhi Kiana & Company
Certifi ed Publ ic Secretaries
PO Box l27l-00100
NYERI.KENYA

Dalc:.30'l' September 2020
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I I. STATEl\IENT OF DIRF,('ToRS' RESPONSIBII,ITTF],S

Section 8l ol the Public Finance Management Act, 2012) require the Directors to prepare financial
statcments in respect of that company, which give a true and fair view of the state of affarrs of rhe
company at the end of the financial yearlperiod and the operating results of the company for that
vear/period. The Directors are also required to ensure that the companv keeps proper accounting
records which disclose with reasonable accuracy the flnancial position ofthe company. 'fhe Directors
are also responsiblc for safeguarding the assets of the company.

The Directors are responsible lor the preparation and presentation ofthe company's financial s6tements,
whrch give a true and fair vierv of the state of affairs of the Company for and as at the end of the
financial year (period) ended on June 30,2020. This responsibility includes:

(i) maintaining adequate financial management arrangements and ensuring that thcse continuc to
bc effective throughout the reporting period:

(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the company:

( iii) designing, implementing and maintaining intemal controls relevant to the preparation and
fair presentation ofthe financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraudt

(iv) safeguarding the assets of the Company;
(v) selecting and applying appropriate accounting policies; and
1vi) Making accounting estimates that are reasonable in the circumstances.

The Dtrectors accept responsibility for the Nithi Water and Sanilation Company financial statements,
which have been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conlormity wth Intemational Financial Reporting Standards (IFRS), and in
the manner required by the I']FM Act, 2012). The Directors are of the opinion that the company's
financial statements give a true and lair view of the state of Nithi Water and Sanitation Company's
transactions during the financial year ended June 30, 2020, and ofthe company's financial position as at
that date. The Directors further confirm the completeness ofthe accounting records maintarned for Nithi
water and Sanitation company, which have been relied upon in the preparation of the company's
financial statements as well as the adequacy ofthe systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that Nithi Water and Sanitation Company
will not remain a going concem for at least the next twelve months fiom the date of thrs statement.

Approval of the financial statements

The company's financial statements were approved by the Board on 306 September 2020 and signed on
its behalfby:

.r l^r I

BOARD CI IAIRMAN

\xlv

MANNGING DIRECTOR

INAI4
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Monrovia Street
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NAIROBI

REPORT OF THE AUDITOR-GENERAL ON NITHI WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nithi Water and Sanitation
Company Limited set out on pages 1 to 51, which comprise the statement of financial
position as at 30 June, 2020, 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Nithi Water and Sanitation Company Limited as at
30 June, 2020, 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 and Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1.0 Trade and Other Payables

The statement of financial position reflects a balance of Kshs.34,684,802 under trade and
other payables which, as disclosed in Note 25 to the financial statements, includes an
amount of Kshs.9,663,093 in respect to hade payables. The trade payables of
Kshs.9,663,093 includes an amount of Kshs.6,906,968 in respect to eight (8) suppliers
whose supporting documents including payment vouchers, approved requisitions,
quotations or tenders, Evaluation Committee minutes, Local Purchase Orders, lnspection
Committee minutes and stores records on goods received were not provided for audit
review.

Further, the trade and other payables balance of Kshs.34,684,802 includes an amount of
Kshs.296,000 in respect to outstanding audit fees. ln addition, the trade and other
payables increased by Kshs.7,713,238 or 29o/olrom Kshs.26,971,564 as at 30 June, 2019

Repit olthe Auditor-Ceneral on Nithi Watet and Sonitqlion Conpory Limiledfor the ),ear enaled 30 June, 2020

Telephone: +:54-(:o) 3:t4ooo
E-mail: inf o@oagkenya.go.ke
website: ww!v.oagkenya.go.ke



to Kshs.34,684,802 as at 30 June, 2020. No explanation was given on why the Company
was not paying its debts as and when they fall due.

Under the circumstances, the accuracy, completeness and propriety of the trade payables
of Kshs.6,906,968 could not be confirmed.

2.0 lrregular Procurement of Consultancy Services

The statement of statement of profit or loss and other comprehensive income reflects an
expenditure of Kshs.63,684,740 under administration costs which, as disclosed in Note
1 1 (a) to the financial statements, includes an amount of Kshs.699, 148 in respect to
consultancy fees. The latter balance includes an amount of Kshs.578,748 paid for
secretarial services to a consultant, However, the supporting procurement documents
including requisitions and quotations were not provided for audit review.

Under the circumstances, the accuracy and propriety of the expenditure of Kshs.578,74g
incurred on consultancy could not be confirmed.

3.0 lrregular Procurement of Chemicals

The statement of statement of profit or loss and other comprehensive income reflects an
amount of Kshs.3,569,439 in respect to cost of sales which, as disclosed in Note 7 to the
financial statements, includes an amount of Kshs.1 ,528,240 in respect to payment of
chemicals to two (2) suppliers. However, the supporting procurement documents
including requisitions and quotations were not provided for audit review.

Under the circumstances, the accuracy and propriety of the expenditure of
Kshs.1,528,240 incurred on purchase of chemicals could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lsSAls). I am independent of the Nithi water and sanitation company
Limited Management in accordance with lssAl 130 on code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

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

Key Audit Matters

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

Other Matter

't.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a budgeted revenue
of Kshs.166,42 3,572 and actual income of Kshs.111,443,017 resulting to an under
collection of Kshs.54,980,555 or 33Yo ol the budget. Similarly, the Company had an
approved budgeted expenditure of Kshs.162,31 1,600 against an actual expenditure of
Kshs.108,476,213 resulting to an under expenditure of Kshs.S3,B3b,387. The under

er ancl Sonitution CompanlRepo olthe Auditor-General on Nithi Wat
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collection and under expenditure affected the planned activities and may have impacted
negatively on service delivery to the residents of Tharaka Nithi County.

2.0 Trade and Other Receivables

As disclosed in Note 19 (a) to the financial statements, the trade and other receivables
increased by Kshs.13,637,16'l or 25o/o from Kshs.54,143,990 reported as at
30 June, 2019 to Kshs.67,781,151 as at 30 June, 2020. This is an indication that the
Company did not institute proper and effective revenue collection mechanism during the
year under review. The Company may not therefore, be able to meet its future obligations
when due as a result of increasing levels of unrecoverable trade and other receivables.

Other lnformation

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

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

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

have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Conclusion on LaMulness and Effectiveness in
Use of Public Resources section of my report, I confirm that, nothing else has come to
my attention to cause me to believe that public resources have not been applied lawfully
and in an effective way.

Basis for Conclusion

1.0 Non-Revenue Water

During the financial year, the Company produced 3,650,759 cubic meters (m31 of water,
out of which 1,274,898 m3 is water billed to customers. The balance of 2,375,861 m3 or
approximately 65% of the total volume of water produced represents Non-Revenue Water
(NRW) which is 40% over and above the allowable water loss ol 25o/o as per the Water
Service Regulatory Board (WASREB) guidelines. The non-revenue water of 65% may
have resulted in loss of sales estimated at Kshs.68,534,930. The significant level of non-
revenue water is an indication of inefficiency and ineffectiveness in use of public and

Report ofthe Auditor-Aeneral on Nilhi Waler and Sanitalion Company Limitedfor the year en

3

ded 30 June. 2020

I



water resources and may negatively impact on the Scheme's profitability and its long-
term sustainability.

2.0 lrregular Opening of Fixed Deposit Accounts

During the year under review, the Company earned a total of Kshs.688,632 being interest
from commercial banks and financial institutions from two (2) fixed deposit accounts at a
commercial bank. However, County Treasury's authority for opening the fixed deposit
accounts was not provided for audit review. This is contrary to Regulation 82(4) and (5)
of the Public Finance Management (County Governments) Regulations, 2015 which
stipulates that, except with the prior authority of the County Treasury, no Accounting
Officer may open a bank account for the deposit, custody or withdrawal of public moneys
or other moneys for which he or she is responsible in his or her official capacity or for the
transaction of official banking business. Further, the County Treasury's authority should
be conveyed in writing to the responsible Accounting Officer with a copy to' the Controller
of Budget and the Auditor-General.

In the circumstances, the Company 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 MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the procedures
performed, except for the matter described in the Conclusion on Effectiveness of lnternal
Controls, Risk Management and Governance section of my repo(, 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.

ICT lnternal Control Weakness

Review of the Company's ICT environment revealed that there was no formal approved
ICT Policy in place during the year under review. The Policy would have included Data
Security and Disaster Recovery Plans. Further, the ICT organization structure was not
provided for audit review.

ln the circumstances, the security and reliability of the Company's data including the
Management lnformation System 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. lbelieve that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

RepclrtoftheAuditor-GenerqlonNithiWalerandSunitolionCo@
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

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 (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 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 the Company monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Anicle 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

5



reasonably be expected to influence the economic decisions of users taken on the basis
of these f inancial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the frnancial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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

onitation Companl Limitedfor the yeor ended 30 June, 2020Report ofthe Auditor-General on Nithi llater qnd S,
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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 N , CBS

Na irobi

03 February, 2022

Report ofthe Auditor-Generul on Nithi llater dnd Sqnitation Company Linited for lhe year en<led 30 June, 2D0
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Nithi Water and Sanitation Company Ltd

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

I3. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR TIIE YEAR ENDED 30 JUNE 2O2O

REVENUES
Revenue 6 64,734,7 t7 64,206,033
Less: Cost of Sales 1 (3,569,439\ ( r,433,304)

GROSS PROT'I'[ 61,165,278 62,772,729

Grants from the National Govemment 8 7,547,035 6,503,255
Interest income 9 688.632
Olher Income l0 |,263,s7 5 |,537 ,7 t0
TOTAL REVI]NUES 70,664,520 70,813,694

OPERATING EXPENSES
Administration Costs I la 63,684,740 65,816,860
Selling and Distribution Costs t2 7,218,021 7 ,360,057
Finance Costs l3 38,210 214,323

TOTAL OPERATING EXPENSES 70,940,971 73,391,186

PROFIT(LOSS) BEFORE TAXATION (276.4511 (2,577,492)

INCOME TAX EXPENSE/(CREDIT)

PROFTT(LOSS) AFTER TAXATTON (276,45r) (2,s77,492)

ll I.lst'A'l't,lt)
?q,ry:2qlll

lishs

2019-2020
\o1L'
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l{. SI'A'I'EMllN'I OF }-lNAn-('lAl. POSI'ilON .,tS A1'30 JtlNf,2020

lntan le assets

'Iotal Non-Current Assets
Current Assets
lnventories
Trade and othcr reccivablcs
Shon-term

67.781.l5 I

109 9.] I

797,859

54,t 43,990

1

s

Bank and cash balances :0

Det'erred Grant

'I otal Non-Current Liabilities

( urreni [.iabilities
Borrowings
Trade and other les

Retirement benefit obl lrons

,I-O'TAL 
EQt;ITY AND LIABILI'TIES

The financial $atements were approved by the Board on,10th September 2020 and signed on its behalfby
Managing Director Head olFinance Chairman ofthe Board
Name. LABAN K.MWANIKI Name IRENE W Kl'I HAKA Name Glben N. Ndiga

...-- .r!{,.

710 .15 r

7

2

:l6g 738

l6
1'7

145.08.949
Ir3,r59

t09.46 t.309

I,471,2 | 5

o:szqaoz l 61.870.57 r

l33.lJt.tJ3

2l

I otal ('urrent Assets

I'OTAL ASSE'TS

( apital snd Resen'es
Retained s 27.857,883

I18.8t2,{20

7.13.4672

Capital Grants 111 r 78, | 89.0r7 | |]0.544.825
't'ot&l Ca tal and Resen'es 205.770.,t.1e I sll 708

Non-Current Liabilities
Bo

11 38.005.689 | 42.598.',l 44

38.005.689

I

Dividends able

Provision for leave

2,1

'I otal Current Liabilities 68{.802

,/.td 9{l

ICPAK M/NO

ASSETS
Non-Current As3str
Property. plsnt and eauiDment

EQtrt'I.l AND ltA BrLt'l tES

I

t

I8
l e(a)

278,.160.9{ I

l{5.32?.108

n,5s1,432

{2.598,7.t{

27.142.015

lJ_^r-l.si)l

I
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15. STATEIIENT oF CHANGES rN []et[Ty FoR THE YEAR I]NDED J0 Jt-r\E 2020

Adjustment

Total comprehensive income

Capital/Development grants received during the

To Comprehensive income

At June 30, 2020

At July l,201lt J0,435J75 t 30.51.1.825 160,980,200

Ad.iustmenl

Total comprehensive incorne (2.s77.4e2')

CapitaVDevelopmenl grants received during the
year

(2.577.4(r2)

3.127.67 s 3.127 .67 3

(3.427.67 5) (3.427.67 5)To Comprehorsive income

.{t June 30. 2019 27,857,8E3 r 30.s{,1.82s 158.{02.708

At July l, 2019 27,857,883 130,5.1{,825 t 58,.102,708

(276.45t) (276.451)

17.644.t92

27,581,{32

17.644.t92

178,189,0t 7 205.770,{{9

- _+--
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16. STATE,MltNT OI" ('ASlt FI-OWS FOR TIllt YEiIR ENDED J0 JtrNE 2020

('ASH t'l.OWS t'Rolll OPE RA'I'l x-(;,rCTl VlTl ES

Interest recerved

lncrease in WSTF C ital Grant
Proceeds from borrowings

I NCREAS D[]('RIASE IN CASII AND CASII E I I \"\t.U\ I S

Cash generated from,/(used in) operations 2'7 5.285, t I I 8.192.842

lnterest paid

lll l9 12

CASII FLOWS I'ROM IN!'I'STIN(; ACI'IVII'If,S

Net cash ratin activitiesnerated from used in o

Purchase of property, plant and equipment l(r (47,556.902) (3,3 73.483)
Purchase of intangible assets l7 (391,500)

t(47,556,902) (J,76{,eEJ)Net cash generated !rom/(us€d in) investing activities

( AS t.l.O\1S l.ROtlt t.|\A\CI\(; A(', \'ll tljs

tl 4'1.644.192

2:1 (770,4st) (72?,26't )Repayrnent of borrowings
(4,5e1,055) 37,41 6,699lncrease rn Deferred Grant lncome l4
{2.2tt0,686 J6,69{,{32

8,895 11.122291

?0 6J,870,569 22,718278CASII AND CASII EQTIIVALf N'I'S A'I'BEGINNING OF YEAR

63,870,569CASH AND CASll fQtI|VALEN'I'S AT END Ol"fHE YEAR 20 6J,879,{6.t

\et calh genersted from/(used in) financing activities
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Nithi \\'ater and Sanitation Company Ltd

Annual Reports and Financial Statements
['or the year ended June 30, 2020

I8. NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

Nithi Water and Sanitation Company Ltd is established by and derives its authority and
accountability lrom the Company's Act. The company is wholly owned by the County
Covcmmcnt of Tharaka Nithi and is domiciled in Kcnya. Thc company's principal activiry rs
Water and Sanitation services.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement
of financial position and the profit and loss account by the statement of protit or loss and other
comprchensivc incomc in thcsc financial statemcnts.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except fbr the measurement
at re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with Intemational Financial Reporting Standards (IFRS) allows the use ol estimates
and assumptions. [t also requires managemcnt to exercise judgement in the process of applying
the company's accounting policies.

The financial statenlents have been prepared and prcsenled in Kenya Shillings, which is the
tunctional and reporting currency ofthe company.
-the financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act and International Financial Reporting Standards (IFRS). The accounting
policies adopted have been consistently applied in all the years presented.

3. APPI,ICA-IION OI.'NEW AND REVISED INTI'RNATIONAL T.'INANCIAL
REPORTING S'[ANDARDS ( IT'RS)

i) Relevant new standards and amendments to published stsndards effective for the year

endcd 30 June 2020

IFRS 16: Leases

The new standard, effective for annual periods beginning on or afler lst January 2020,

introduces a new lessee accounting model, which requires a lessee to recognise assets and

liabilities for all leases with a term of more than l2 months, unless the underlying assel is of
low value. A lessee is required to recogrise a right-ofl-use asset representing its right to use

the underlying leased asset and a lease liability representing its obligation to make lease

payments.



Nithi !\'ater and Sanitation Conrpany l,td

Annual Reports and Financial Statements
Fqr the vear ended ,lune J0. 2020

NOTES TO TIlf, FINANCIAL STATEIIEN'fS (Oonrinued)

3. APPLI('ATION OF rl-EW.{ir-D REVISED INTERNATTONAL FINAN('IAL
REPORTIN(; ST.{NDARDS (I FRS) (Oontinued)

i) Relevant new standards and amendments to published standards effective for the year
ended 30 June 2020(Continued)

Application of IFRS l6 requires right-of:.use assets and lease liabilities to be recognrsetl in
respect olmost operatinB leases where the company is the lessee. The company did not have
right-ot'-use assets or lease liabilities during the year.

I FRIC 23: Uncertainty Oyet income lox fieatmenlt

The interpretation addresses the delermination ol taxable profit (tax loss), tax bases, unused
tax losses, unused tax credits and tax rates, when there is uncertajntv over income tax
treatnretlls under IAS 12. It spccifically considers:

. Whether tax treatments should be considered collectively

. Assumptions for taxatron authorilies' examinations

. The determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax
credits and tax rates

. The effect ofchanges in facts and circumstances

Amendments to I l-RS 9 titled Prcpayment Featurcs with Negative compensation (issued in
October 20171

The anrendnrerits, applicable to annual periods beginnirlg on or after I January 2020, allow
enlities to measure repayable financial assets with negative compensation at amortised cost or
fair value through other comprehensive income ifa specified condition is met.

Anundnunts lo IAS 28 titled Long-term Interests in Associates and Joint yenturcs (issued
in Octoher 201 7)

The amendments, applicable to annual periods beginning on or after lst.lanuary 2020, clarif-v
that an company applies IFRS 9, rather than IAS 28, in accounting for long+erm interests in
associates and joint ventures.

Amendments to I*-RS 3 - Annual I mprouements to IFRSs 2015-2017 Cycle, issued in
December 2017.

The amendments, applicable to annual periods beginning on or after lst January 2020,
provide additional guidance on applying the acquisition method to particular types ofbusiness
combination.
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NOTES T0 THE FINANCIAL STATENTENTS (Continued)

J. APPLI(]ATION OF NEW AND REVISED INTERNATIONAL FINAN(]IAL
REPORTING STANDARDS (l FRS) (Continued)

i) Relevant new standards and amendments to published standards effective for the year
ended 30 June 2020(Continued)

Amendments to IFRS I I - Annual Improvements to IFRSs 201t2017 Cycle , issued in
December 2017

Thc amendnrents, applicable lo annual periods beginning orr or after I st January 2020, clarify
that when an company obtains joint control ol a business that is a joinl operation, it does not

re-measure rts previously held interests

Amendmcnts to IAS 12 - Annual Improvemcnts to IFRSs 2015-2017 Cycle, issued in
Decenber 2017

The amendments, applicable to annual periods beginning on or after lst January 2020, clari$r

that all income tax consequences ofdividends should be recognised when a liability to pay a

dividend is recognised, and that these income tax consequences should be recognised in profit
or loss, other conrprehensive incorne or equity according to where the contpany originally
recognised the transactions to which they are linked.

Amendments to IAS 23 - Annual lmprovements to IFRSs 2015-2017 Cycle , issued in
December 2017

The anrendments, applicable to annual pcriods beginriirrg on or afler lst Jauuary 2020, clarily
that the costs of borrowings made specifically lor the purpose ofobtaining a qualifying asset

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

of borrowing costs for other qualifying assets.

Anundnunts lo IAS 19 tltled Plan ,lnendnenl, Curtailnrent or Seltlemenl (issued ln
l'ebruary 2018)

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

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

2020, requires an company to use updated actuarial assumptions to delemiine current serrice

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

amendment, curtailment or settlement when the company re-measures its net defined benefit

liability (asset) in the manner specified in the amended standard.
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N()TES TO TIIE FINANCIAL ST.,{T[ NTENTS (Conrinued)

l. APPLI(lATlOs- OF NEw AND REvtSED INTERNATTONAL FINANCIAL
REPORTING STANDARDS (tFRS) ((rontinued)

ii) Ncw and amcnded standards and intcrpretations in issue but not yct cffcctive in the ycar
cndcd 30 .lune 2020

IFRS l7 Insurance Contructs (lssuctl I8 Muy 2017)

lliRS l7 rcquires insru'ancc liabilitics to bc rncasurcd at a currcnt fulfillnient value ald providcs a rnorc
unifonl measuretnent and presentation approach for all insurance contracts. These requirements are
designcd to achieve the goal of a consistent. principle-based accounting for insurance contracts. IFRS
I 7 superscdes IFRS 4 /rrsurrzrc.(, ('ontd..t:i as of I January 202 l.

.Amendments lo References to the conceptua! Framei'ork in IFRS standards (tssued 29 March
2l)18- Applicable for annual pe ods beginning t January 2020)

'l'ogether with the revised ('onc'eptuul l,ramewtrk published in March 2018, rhe IASB also issued
Amcrulmenls lo ReJi:rences b lhc ('onceptual l;romework in II;RS Stanclardt The document contains
amendments to IFRS 2. IFRS 3. |FRS 6. |FRS 14. IAs l. IAS 8. IAS 34. lAs 37. tAS 38. IFRtc t2.
lIRlc 19. IFRIC 20, IFRIC 22, and SIC-32. Not all amendments, however update those
pronouncements with regard to relbrences lo and quotes from the framework so that they refer lo the
rcvised (.utct'plual l:ranevork. Some pronouncements are only updated to indicate which version ol
the liamework they are referencing to (the IASC frarnework adopted by the IASB in 2001, the IASB
frarnework of 2010. or the new revised lramework of 2018) or to indicate that delinitions in the
starrdald havc not becn updatcd with thc ncw dcfinitions dcvcloped in tlre rcl iycd ('on..iptu()l
l;rume$'ork.

l'ltt l)tra(t(|'s do m plun lo ultpl.r'un.t o/ tltc uhtn'a unttl lhe.t'hectntL'afj<,crivr. llu.tt,d ttn thatr
(rrJcrs,rrcrl tl tltc gttantiul impuLl (,f tqtplicttlxtn rl tlte uhrnc, lhc.t,ckt m c.v)aLt lltot th?re
u, l hL' u stuttilic'uttl tntpuct (rn lht, cttntputt.t''s./i,turl].idI slotema ls.

g
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NO'I'ES T() Tllli FlN,\N(rlAl. SI'A'IEiltENTS ((lontinued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINAN(]IAL
REPORTING STANDARDS (IFRS) (Continued)

ii i) Early adoption ofstandards

The company did not early adopt any new or amended standards in year 2020.

4. STIMMARY OFSIGNIFICANT ACCOTINTING POI,ICIES

The principle accourrtiug policies adopted in the preparation of these financial statenlents are set

out below:

a) Revenue recognition

Revenue is recognised to the extent that it is probable that future economio benefits will flow
lo the utntpurty and the revenue can be reliably mcasurcd. Rcvcnuc is rccogniscd at the fair
value of consideration received or expected to be received in the ordinary course of the
c(,n punv's activities, net of value-added tax (vAT), where applicable, and when specific
criteria have been met for each of the company's activities as described below.

i) Revenue from the sale of goods and services is recogaised in the year in which the
conpu,tv delivers products to the customer, the customer has accepted the products and
collectability ofthe related receivables is reasonably assured.

ii) Graots from National Government are recognised in the year in rvhich the compuny,
actually receives such gtants. Recurrent grants are recoglized in the slatement of
comprehensive income. Developmentrcapital grants are recogrized in the statement of
financial position and realised in the statement ofcomprehensive income over the useful
life ofthe assets that has been acquired using such t-unds.

iii) Finance income comprises interest receivable from bank deposits and investmenl in
securities, and is recog'nised in profit or loss on a time proportion basis using the
effective interest rate method.

iv) Dividend income is recognised in the income statement in the year in which the right to
receive the payment is established.

v) Rental income is recog,nised in the income statement as it accrues using the effective
lease agreements.

vi) Other income is recog,nised as it accrues.

b) In-kind contributions

ln-kind contributions are donations that are made lo tlle cd,tp.t,ty in the lorm ofactual goods

and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the financial value received for in-kind contributions
can be reliably determined, the companf includes such value in the statement of

comprehensive income both as revenue and as an expense in equal and opposite amounts;
otherwisc, thc contribution is not recorded.

t0
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NOTES TO TIIE FTNANCIAL STATEMENTS (Continued)

4. StrNlIIARY OF SIGNIFICANT ACCOtTNTtNG pOLt(]lES ((_.ontinued)

c) Property, plant and equipment

All categorics of property, plant and equipnrent are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories ol'property, plant and equipment are subsequently carried at re-valued
amounts, being their fair value at the date of re-valuation less any subsequenr accumulated
depreciation and impairment losses. Where re-measurement at re-valuecl amounts is desired,
all items in an asset category are re-valued through periodic valuations carried out by
i ndependent external val uers.

lncreases in the carryrng amounts of assets arising from re-valuation are credited to other
comprchensive incomc. Decreases that offset previous increases in the carrving amount olthe
same asset are charged against the revaluation reserve accounti all other decreases are
chargcd to profit or loss in the lncome statemcnt.

Gains and losses on disposal of items of property, plant and equipment are determined by
comparing the proceeds from the disposal with the net carrying amount of the items, and are
rccognised in profit or loss in the income statement.

d) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. capital work in progress
relates nrainly to tlre costs of ongoing but incomplete works on buildings and other civil
works and installations.

Depreciation on property, plant and equipment is recognized in the income statemenl on a
reducing balance basis to write down the cost of each asset or the re-valued amount to its
rcsidual valuc ovcr its cstimated useful life. Thc annual rates in usc arc.

Inriltl,oSs llnd crul rt orks
l)lrrr:t aml rruchurcn
Mol('r \ch'clcs. 

'nclu![rB 
firor,r (:r,ct.s

Coml)ulcrs flnd rclrtcd c(tulrnsrr
( )l)lc! cqurpnlcnr, limrtrrc an(l ll!urlrs

2.59o or tlr roexpirEd lease period
t2.50/.

2So/"

3@/.

12.5o/o

200/.

l\plurc and Irrtc. srrns
Mct(r Icrlrlg Mnchlrc
Wrrcr I lilnl,morr

t2 50/.

17.50/o

12.50/.

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

ltems of property, plant and equipment are reviewed annually for impairment. where rhe
carrying amount ol'an asset is assessed as greater than its estimated recoverable amount, an
impairment loss is recognised so that the asset is written down immediately to its estimated
recoverable amount.

ll
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NOTES TO THE FINAN('lAL STATEIIIENTS (Continued)

-l St ININIARY OF Sl(;NIFI(-ANT A(l(l()t INTING POLICI E,S ((tonrinued)

e) Intangible assets

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

fl Amortisation and impairnrent of intangible assets

Amortisation is calculated on the reducing balance basis over the estimated useful life of
computer software.

All computer software is reviewed annually for impairment Where the carrying amounl olan
intangible asset is assessed as greater than its estimated recoverable amount, an impairment
loss is recognised so that the assel is written down immediately to its estimated recoverable
amount. The amortization rate is 33.33%.

g) Investment property

Buildings, or part ofa building (freehold or held under a finance lease) and land (freehold or
held under an operating lease) held for long term rental yields and/or capital appreciation, and
which are not occupied by the company, are classified as investment prop€rty under non-
current assets.

Illvestnrent properly is carried at fair value, representing open rnarket valuc determined
periodically by independent external values. Changes in fair values are included in protit or
loss in the income statement.

h) Finance and operating leascs

Leases which confer substantially all the risks and rewards of ownership to thc coltlpany are
classified as finance leases. Upon initial recognition, the leased assel is measured at an
amount equal to the lower of its fair value and the present value of the minimum lease
payments, and the asset is subsequently accounted lor in accordance wrth the accounting
policy applicable to that asset.

All other leases are trealed as opcrating leases aud the leased assets are recognised in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.
Payments made under operating leases are recogrised in profit or loss on a straight-line basis
over the term of the lease. l,ease incentives received are recogrised as an integral part of the
total lease expense over the term ofthe lease.

t2
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

"l SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Oontinued)

i) Inventorics

Invcntorics are stated at the lower of cost and nct realisablc value. Thc oost of irrvcntories
comprises purchase price, import dulies, transportation and handing charges, and is
determined on the moving average price method.

j) 'l'rade antl other receivables

Trade and othcr rcceivables are recognised at fair values less allowances lbr any
uncollectible amounts. These are assessed for impairment on a continuing basis, An
estimate is made ofdoubtful receivables based on a review of all outstanding amounts at the
year end. Bad debts are written offafter all efforts ofrecovery have been exhausted.

k) Taxation

Current irtcome llr\

Currcnt rncome tax assets and liabilities for the current period are mcasured at the amount
cxpocted to bc rccovercd fiom or paid to thc taxation authoritics. 'Ihe tax ratcs and tax la\\s
used to compute the amount are those that are enacted or substantrvely enacted, at the
reporting date in the arca where the Company operates and generates taxable income.
Currcnl income tax relatlng to items recognizcd directly in net assels is recognized in net
assets and not in lhe statement of financial pertbrmance.



Nithi \Yater and Sanitation Conrpany Ltd

Annual Reports and Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

.t SIIMMARI' OF SIGNIFICANT ACCO[TNTING POLICIES (Oontinued)

n) Taxation ((iontinued)

Currenl inconrc tal (Cotttinued)

Current income tax assets and liabilities lor the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the
rcporting datc in thc area where the Compan_v- operatcs and gencratcs taxablc incomc.
Current income tax relating to items recognized directly in net assets is recognized in net
assels and
Management periodically evaluates positions taken in the tax retums with respect to
situations in which applicable tax regulations are subject to intelpretation and establishes
provisions rvhere appropriate.

Dekrred tar

Delened tax is provided using the liability method on temporary difl'erences between the
tax bases of assets and liabilities and their carrl,ing amounts for financial reporting
purposes at the reponing date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary
drfferences can be controlled and it is probable that the temporary differences will not
reverse in lhe foreseeable future.

Defened tax assels are recognized for all deductiblc temporary differences, the carry
fbrward of unused tax credits and any unused tax losses. Deferred tax assets are recognized
to the extent that it is probable that taxable profit rvill be available against rvhich the
deductible temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilized, except in respect of deductible temporary differences associated
with investments in controlled entities, associates and interests in joint ventures, deferred
tax assets are recognized only to the extent that it is probable that the temporary differences
rvill reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilized.

The carrying amount of deferred tax assets is revierved at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part ol the defened tax asset to be utilized. Unrecognized defened tax assets
are re-assessed at each reporting dale and are recog,nized to the extent that it has become
probable that future taxable profits rvill allow the deferred tax assel to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is senled, based on tax rales
(and tax lau's) thal havc bcen enactcd or substantively cnactcd at thc rcporting datc.

t4
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NOTES TO TIIE FINANCIAL SI'A"I'EiltENTS (Continued)

4 Sl-iMlltAR!' Ol.'SIGNIFICANT ACCOLINTING POLICIIlS (Continued)

n)'I'axation (Continued)

Dele r r ed tal (C o nt i nu ed)

Delened tax relating to ilems recognized outside surplus or det'icit is recognized outside
surplus or deficit. Defened tax items arc recognized in conelation to lhe underlyrng
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a
lcgally cnforccablc right cxists to sct off current tax assets against currcnt incomc tax
liabilities and the det'erred taxes relate to the same taxable company and the same taxation
authority. The company did not havc any tax liability during the year.

l) (iash and cash equivalents

Cash aud cash equivalcnts conrprisc cash orr lrand aud cash at bank, short-ternr deposits ou
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at various Commercial
Banks at the end of the reporting period. For the purposes ofthese financial statements, cash
and cash cquivalents also includc short tcrm cash imprests and advanccs to authorised
public officers and/or institutions which were not surrendered or accounted for at the end of
the financial year.

m) Borrowings

Inlerest lrearing loans aud overdrafts are initially recorded at fair valuc being received, net
of issue costs associated with the borrowing. Subsequently, these are measured at amortised
cosl using the effective interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premium on settlement. Finance charges,
including premiums payable ol settlemenl or redemption are accounted for on accrual basis
and arc addcd to thc carrying amount ofthc instrument to the cxtcnt that thcy are not settlcd
in the period in which they arise. Loan interest accruing during thc construction ola project
rs caprtalised as pan of the cost ofthe project.

n) 'Irade and other payables

Tiade and otlrer payables are rron-inlerest bearing and are carried at antortised cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the company or not, less any
payments made to the suppliers.

t5
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,r- O't liS TO TI I Ii F I N,\N C L{ L S'I.l TIi l}I Ii NTS ( Con ti n u ed )

-l Stri\INlARl' OF- SIGNIFI(r,|,\'t A(-CO[INTING POLICII)S (('ontinued)

o) Retirement benefit obligations

The coutpauy operates a defined contribution schenre for all full-tirne employees from July
l, 2012. The scheme is administered by Counry Pension Fund is funded by contributions
from both the company and its employees. The company also contributes to the statutory
National Social Security tund (NSSF). 'this is a defined contribution scheme registered
under the National Social Security Act. The company's obligation under the scheme is
limitcd to spccific contributions lcgislatcd from timc to tims and is currcntly at Kshs.200
per employee p€r month.

p) Provision for stalT leave pay

Employees' entitlements to annual leave are recognized as they accrue at the employees. A
provision is nrade for tlre estiurated liability for annual leave al 1he reporting date.

q) Exchange rate differences

The accounting records are maintained in the functional cunency of the primary economic
environment in which the company operates, Kenya Shillings.

r) Budget information

Thc original budget for FY 2019-2020 was approved by the Board on 6tr'July 2019.
Subsequent revisions or additional appropriations rvere made to the approved budget in
accordance with specific approvals from the Board of Direclors. The revisions are added to
the original budget bv the companv upon receivrng the respective approvals in order to
conclude the final budget.
The company's budget and the income and expenditure are disclosed in the financial
statements. The budget and the financial statements are prepared on accrual basis using a

classification based on the nature of expenses in the statement of tinancial pertbrmance. A
comparison olbudget and actual amounts, prepared on a comparable basis to the approved
budget, is then presented in the statement of comparison of budget and actual amounts. In
addition to the Basis difference, adjustments to amounts in the financial statements are also
made for diftbrences in the formats and classification schemes adopted for the presentation
oithe financial statements and the approved budget.

l6
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NOTES TO TItE FINAN(rlAl. STATEIIIENTS (Continued)

.l StrNll\lARl' ()F SIGNIFI(IAN'I' A(:(t()IINTING POLI('tES ((ionrinuctt)

s) Serviceconcession arrangements

Thc Company analyses all aspects of senice concessiorr arrangcments that il enters into in
determining the appropriate accounting treatment and disclosure requirements. In
parlicular, where a private party contributes an assel to the arrangement, the Companv
recognizes that assel when, and only when, it controls or regulates the services the operator
must provide together with the asset, to whom it must provide them, and at what pnce. In
thc casc ofasscts olhcr than 'wholc-of-lilb' asscts, it controls, through owncrship, bcncficial
entitlement or otherwise - any significant residual interest in the asset at the end of the
arrangement. Anv assets so recogniz.ed are measured at lheir fair value. To the extent that an
asset has been recognized, the Company also recognizes a conesponding liability, adjusted
by a cash consideration paid or received,

t) Conrpalative figures

Where necessary comparative ligurcs for the previous tlnancial year have been amended or
reconligured to confbrm to the required changes in presentation.

u) Subsequcnt events

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

SIGNII,-I(]AN'I'
trNCt,lR'I',\INI'l'

JIiI)GNIEN'I'S AND SOTIRCI.]S OF' 1]SI'IM/I'I'ION

The preparation of the Company's financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosurc of contingent liabilities, at the end
ot the reportrng perrod. However, uncertalnty about these assumpttons and estrmates could
result in outcomes that require a material adjustment to the carrying amounl of the asset or
liability affected in future periods.

5
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5 SIGNIFICANT JTIDGEMENTS AND SOTIRCES OF ESITMATION T]NCERTAINTY
(Continued)

Estimates and assumptions

Thc kcy assumptions conccrning thc futurc and othcr kcy sourccs of cstimation unccrtainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Company based its assumptions and estimates on parameters available when the financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control
ofthe Company. Such changes are reflected in the assumptions when they occur.

liscful livcs and residual valucs

The useful lives and residual values of assets are assessed using the follorving indicators to
inlorm potential future use and value from disposal:

o The condition ofthe asset based on the assessment of experts employed by the Company
o The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes
. The nature ofthe processes in which the asset is deployed
. Availabiliry of funding to replace the assets
. Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure ofthese estimates ofprovisions is included in Note 19.

Provisions are measured at the management's best estimate ofthe expenditure required to settle
the ohlgation at the repo(ing date, and are discounted to present value where the effect is
material.

IO
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NO'I'ES TO TflE FINANCIAL STATEMTNTS (Continued)

6 RIVUNt]E

7 COST O[ S,\I,ES

Total

It GRA.NTS FROITI NATIONAL GOVERNMENT

l)etuilc<l unalytis o.f grunts received.from the (jovernmenl in the table helow:

Gross sales of goods 64,734.717 64.206,033
Gross sales of services
Less: Value added tax on gross sales
'fotal 61,734,111

Cost of sales on goods 3,569.439 r.433,304
Cost of sales on services

3,569,4J9 1,433,304

Reccurrent grants received s,274,395 3,427,675
l]4pi1al grants realized (see nole below)
ln Kind contributions/ donations 2,272,640 3,075,580
'l'otal 7,s47,035 6,s03,2ss

Water Sector
Fund 5 )74 1qS 38,005,689 5,04-5.448 18,325,532 48,32s,s32
Tharaka Nithi
County
Govemment 2.272,640 2,272,640 ) )7'' 6An

Total 7,5,17,035 38,00s,689 s,04s.'448 s0,s98,172 50,598,172

I9

64,2q6,q11



) Nithi \\'ater and Sanitation Conrpany Ltd

Annual Reports and Financial Statements
For the vear cnded Junc J0, 2020

NO'I'ES'l'O l'Ht, F'INANCIAL S'l'A'f EMEN'I'S ((tontinued)

9 INTEREST IN('o]UE

lnterest from commercial banks and financial instilutrons
Total

'l lrrs is eunrcd .litsnt.lixecl deTxtl,\ uL.c()unl.\

IO OTHER INCO}IE

Conneclron lbes 288 00

Exhauster Serviccs 248.000 236,000
107,000

Reconncction fees

Sale ol Materials 400,'175 967 .710
Fines and nalties I t5,500 27,000
Other miscel Ianeous receipts 12,300 18.800
Compensation lrom Road Works Contractor I r5o,ooo
'l otal I,263.575 I ,537,710

20

688,012
688.632
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NO'I'f,S TO TtlE FINAN(IIAL STATEMENTS ((lontinued)

I I (a) ADIIIINISTRATION ('OSTS

StalI costs (note I lb
l)ireclors' emoluments
L lectric r and rvatcr
Communication sen,ices and supplies

2.168,942 I ,014,258
80,679 106,575

t. 107 9
'l rans rtatron travelling and subsistence

{dfCrtigll'e.pfllti nE stationery and hotoc

Bqt elpqpes __
Stafftraining expenses
Hersptali su lics and scr v ises
Insurance costs
llan k cha rge! and comlnrssrons
Oftlce andtqqtql supplies and sen'rces
Auditors' remuneration
Consultancy t'ees

Repairs and mainlenance

SsSurjq,

Ofi sL oler4t!4ggxlpnqes
[)epreci atron
lncrease in Provision for Bad & Doubtt'ul
Receivable

21 37 s.37 4

4.855.869 4.866.059
1.245.715 1.3 68.724

456.000 456,000
328. t50 479.200
852,(t26 209.800
221.494 331.936
448.060 345.025

84.650 938,723
296,000 200,000
699. 148 J75, l6ti
j!2,!0l 5.789.982

2,757.590
s,488. t28 3.427.675
r . 190.065 998.602
t69.695 I t0,t.4_0

12.004.26 r r 0.105,0 t 3

| .108.079 681.829

t 56.57e
4s8,470

231,869

n

Ilo4r,4 44.ulqretiCn jecl q!{&bg!p!!et , 2,670,555
WS1'F Proiect Administration Expcnses

26.71t.925 29,644,764

Amortization of intangible assets

Stakeholders & AGM Meetings
'l otal 63,68.t,740 65,816,806

ll

('
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\Q'I'[S'rO TIIIi FIN,{NCIAL SI'A'I'}l]}IItN'IS (Continued)

ll (b) srAl-F-c:osrs
Salaries and a-llowances of

of tcrrr () clll
C'om national health insurance schemes

3.07 5 580

22,2t3,635 20,503,493

Compulsory national social sccurity schemes &
Pension

5(r3. 100

e84.485 880.52 5

Seconded Staff county payrnent 2.272.640

flther pension contributions
[,eave pay and gratuity provisions

Staff welfare & Unifonns- [}nployer 3,389,666
'l otaI 26.711.925 29,611,76{

The everage number of employees at the end of the
year was:
Contract employees - Management .t I
Pennanent employees - lJnionisable 22 ))
Tenrporan' and contracted cmployees
GOK MWI Seconded lrmployees

47 17

7
'l otal 80 It0

))

1.72s.5q0 _]

I

678,065
l

-.1
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N-OTES TO TII[, FINANCL{L STATE[I[,NTS (Continued)

12 SELI,ING AND DISTRIBIiTION COSTS

Invcnto lssucd 2,616.605 '7.33s,907

Tools and Consumables 24.150
Othcr selli and dr strihutron costs 4,601 ,4 r 6
'!'otal

7 t 8,02 r 7 7

l3 l tN,\\('}] (]()s t's

In te on loans 38.2 r0
Total JE!2

l.l

f Ihc inlen,tt u,rtr.fir Iht lrxnsatttrurl trtpun lurie mr rtr rly lttI

OPE RA'I'ING PROF-TT( LOSS)

The opcrating profir(loss) is arrivcd at after
cha lll crcditing )

Stafi costs (note I lb) 26.7 |.925 29 644 764
I) reciation of lant and ur cnt 12.004.261 r0,r05,013
Amortisation of intangible assets 156 579 234 869
Provisron tur bad and doubtful debts I.108 0'79
Directors' emoluments - l'ees 2. 168.e.t2

- other 148.467
Auditors' rcmuneration - current ear fees 296.000 200 000

- prior year under- 168.000
rov!ston

2l {.121

L.oss on dis sal of rty, plant and equiprnenl
'l otal 12.613,786 -lI.r98.90J

?3
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Nol'I,]S'tO TII E IilN.\NCL\L STA',l'[]l EN'[S ((rourinucd)

ls lNCoMlr'r'AxlrxPENslT(cRED[r')

(a) Current taxation
There was no incolre tax paid during thc year

b) Reconciliation oftax cxpense/ (credit) to the expected tax based on accounting
profit

Tax ef}'ects ofcxpenses not deductiblc
for tax

Deferrcd 1ax ()r car over- ! lston

Profit before taxation (276.4s1\

Tax at the applicable 1ax rate of 307o

Current tax
Prior year under-provision

l-ax ef}'ects of income not taxable
'['ax efttcts ofcxcess capital allowances
over d c i atiorr,-'amorti zation

'l otal ( 276.{s t ) (2,s77,49t1

I

f-

(2,577,491)
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Nithi Water and Sanitation (lompany l,td

Annual Reports and Finsncial Statements
For the year ended June J0, 2020
NOTf,S TO THE FINANCIAL STATEM[,NTS (Continued)
l6 PROPERTY, PLANT AND EQT,IPMENT (Continued)

COST OR
},ALI.iATION
At July l, 2018

Additions

At June 30. 20 l9
DT]PR},('IA'IION

r.20r8
for the

At June 30.2019
NET BOOK VALTIE
At June 30. 2019

20o,i, 2.3/o 12.50/" 25%o i 00,6 q612.5 12.50h 2.se'o

13.394.960 9ll.r89 1.090.086 I t.553.208 2.278.200 2.161,935 77.671.033 398.27 5 66 l0t 755 175.560.641

2.864.224 ,qo oorr ,to ){o 3,373.483

16,2s9,r 81 9r 1.189 | ,380,086 I I,553,208 2,{97,ts9 2,r6r,93s 77,671,033 398.275 66, t 0 t.755 I 78,9J{.12{

6,989.539 203.806 393.366 8. ji t_882 1.294.645 3 _1,882,884 265.868 6.204.398 59.367.802
1.853.929 17.685 123,34(l 805.332 208,814 108,41I 5,473,519 16,55 l | .497 .434 10, 105.0 r 3

8,8{3.{68 221,191 5t6.706 9,137 ,211 2,0t0,228 1,403,0s6 39J56,403 282.t19 7,701.832 69,{72.8t 5

7,{t 5,716 689.698 86J.J80 2.{15,995 {tt 7sE,E79 38,3t{,6307.232 I15,856 5E.399.923 109,{61.309

76

At July

l2.50,o

1 ,80 r.4 11
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For thc t'ear ended June 30, 2020
NOTES TO THE FINANCIAL STATEMENTS (Continued)

I7 INTANGIBI-I,]ASSETS

COS'[
r\t July I '128.464

391 .500AdCrte!s
Dsposals

AMOR'I'ISA'I'ION

4Lrcly_l_
Cha Iirr thc

6s0.22(, 4l 5,357
234.869l5(r 579

At June 30 650,226

lntangible Assets include xt/iu'ara.for Acurunting, Rilling and l,ayrolll

At June 30 I,I t 9.96.{ I,r r9.96.t

I)isposals
hn irment loss

NET B(X)K !'ALUE
At June 30 3 t J.159 {69.738

I,I 19.964

80(r,805
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l-or the t'ear ended June 30, 2020

:{()TES TO THE FINANCIAL ST.{TEMENTS ((bntinued)

l8 tNYI,]Nt'ORil;S

I9(a) 'l RADli ANl) O'l'1II.lR RtlclllVABI.HS

1.473,2 r 5 797,859Stationery and general stores

I,473,2 t 5

l'rade receivables tnote l9 (b))
I

6t.412.2s7 54.803.796
Dcposrts and prepaymenls 164.714 167.539
VAT recoverable
Staff receivables

29,233,777 20.869, t 73

225.000
Other receivables

Gross trade and other receivables 90,8 10.748 76.065.508
ltovision lbr bad and doubtful receivable ( note l9 (c ) (23.029,597 ) (2r.921.518)

Net trade and other receivables 67.78t.15t 54, 143.990

tY
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

I9 (b) TRADE RECEIYABLES

6.028 418

rl

Gross lrade receivahlcs 6t.412.2s7 54 803.796
Provi sion for doubtful receivables (23.029,597) (21,92 r.s r8)

38.382.661 32.882.278

At Junc 30, the ageing analysis of the
s trade receivables was as follows8lros

kss than 30 days 1.842.368 r,644,114
Bctwcen 30 and 60 days 2,456.490 2,192,152
lJclwcen 6l and 90 days 6.7ss.349
Eletween 9l and I20 days t_228.24s 1.096.076

4-r,843.037Over 120 dals

6t,4t2,257

4(.) I 29.805

54.803,796
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. Annual Reprts and Financial Statements
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NOTES TO THE FINANCiAL STATEMENTS (Continued)

l9 (c ) PRO\ISION FOR BAD & DOURTFUL RBCIDVADLE

241- 360 days ( 8-12 10.747.145
Month\)
Over I Year 6 l4l 26

TOTALS 61,112,2s7 029,597

20 BANK AND CASII BAI,ANCIiS

l'he bulk of the cash at bank was held at (:oapemtiw Bank of Kenyt and Kenla (lomnercial lhnk the
(ktmpany's main banken.

Period Outstanding .,\mount Percentage
Provision

Amount

42.988.580

12.282.45 I

25o/o

500/.

Over 2 Years 6.141.226 100% (r.l4l .226

Cash at bank 63,873,867 63,860.333
Cash in hand 5,600 10,23e

63,879,467 63,870,s72

30
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20 BANK AND CASII DAI,An*CES

('urrcnt Acrounts
KCII- Kathrvana Cl.-'f S lll1830837

KCB-J6P- Kibuna'a water I182218795

Family Bank- Covid l9 054000008162
nse Pro ccl

Family Bank- Kibung'a-
Kakimiki- Kathita ftoject

054000007366

Watcr Bill 0540000059 t4

335 )55 455

6 t6.280 I 7.88 1.288

t,99 t,295 8,273.365

1.158.489

933.625

Co-operative Llank '01t20057875t00 I,157 ,37 4 5R5 175

KCB- J6P-Kathwana Water I 182279104 15,760,976 t6.44 t.550
KCB- J6P-Kathwana
Sanitation

KCB-J6P- Kibung'a
sanr ta(lon

II82980t55

l 182e80252

215

2.446.140

I t.022.016

2.2 t I.390
l.JIlS tJP- ltoject Account-

l;ami11'bank
054000007486 3.622.337

KCB. J6P.TNC
C'ontribution Account

1222te4325

I

315.298

I .126,405

'054000005 545

'054000005 544

Krbung'a Water Scheme-
Family Bank

MutongB- Gituma

lx,fSlEmS-f a,n i ly Bank
SutF total {0,60,t,766 15,276,233

a) Savings Account
KCts - Customer Deposits I125258373 109.025 228.471
Barclal,s Bank of Kenya-
Chuka Collection

2032435079 134.428 149.908

t219598690

KCli call d t account 2

'0744 I 3001 2008
I I 580 t4856

864.51 5

t.886

9.500.000

804.8U6

5 000.000 4.700 000
Co-operative bank of Kenya
Itd-Collection
Farnilv Bank Limited-
Chuka Collection acc.

'0 t r000s787s r00 2.01 3.525 I.0t3.94I

| .102.360'054000004855

31.

394.780

215

_ Fanrily-Count_v

l
*rl

+

Kenya Commercial bank-
Chuka Collection _
Post Bank- Collection
Kenya Commercial Bank-
tryqllrn9!t
_EcEr4l_dlpo!! i!9su!t I

t.535.126 I

468.061
e2.63e 

I

l
_8_.00qqq0l

I

I
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Annual Relrcrts and Financial StBtements
l or the ended June 2020

T'he hulk of the cash at bank va:; held at ('otpemtiw Ranlt of Kenla atul Kenya Commercial Bank, the
( ttmpany's main bankn

791.071Family Bank -Kathwana
collertron

0s400000ss26 834.892

Fanrily Bank-Kathwana
Custorner Deposits

054000005527 640,665 45 I .865

17,825,ri68Sub- tot{l 2 r,006, r 32

b) Others(specifv)
Cash in transit

s.600 10.239cash rn hand

\,t pesa
PAYBILL
90132s

|.444.7 t3 758.2-3 I

lVl pesa
PAYBII,I, :

802064

8 r8.2s6

768.J70Suh- totsl 2,268,569
63,879,.167 63,870,571(irnnd total

32
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20 BANK AND CASII BALANCDS (Conrinu€d)

The make up ofbank balances and shorl term deposrts is as follows

Detailed anelysis of the cash and cash equivalents

On - call de its
Ken a Commercial bank
c9_o!

42,

20,743,586 2,093,710
.10,60{,766 4S,276.2J3

Fanr il
Ec4k -Bank

I

-1

t4 327.765
2.013, 525 I .01 3.94 I

2,577.917 I ,637 ,7 t7
1.19,908
,168.067

17,597

e) f ircd as a(rou nt
Kcn a (lommercial bturk Jr4.500.000 228.47

()thc

758.23 I

768,170
E70,572

c) ( u rrent account
(-o-op Bank t,157.374 5RS 17S

Barclavs
Kenva Cornmercial bank 18,703,80(r

f

SutF totel
Familv Bank

915.748

Barclavs Bank
Post Bank
SUl} total 6,506,133

864.51 5

134.428

Su1} total 1.1.500,000 228,471

cash in hand 5.600 t0,237
Nl pgs!
Sutr total
Grand total

2,26E,569
6J,879,468

2.262.969

33
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['or the year ended June 30, 2020

NO'l'lis 'l'O TllE ilNANClAl. STA'[[,itliNTS (Continued;

2I RE'IAINED EARNINGS
'fhe retained eamings represent amounts available for distnbution to lhe compurry's
shareholders. tJndistributed retained eamings are utilised to finance the comJxtny's business
aclivities.

Balance brought forward 27,'t57,883 30,.1J5,375
Ad-iustment

1276.451\ (2.577.492)

27,581,t32 27,857,88.1

3.1

Rctained [amings tirr lhe vrar
'l otal Retained Earnings
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Annual Reports and Financial Statements
['or the 1'ear ended.lune 30, 2020

NOTES TO TIIE flNANC|Al, STATEIII[,NTS (Continued)

22 CAPITALGRANTS

23. lX)RRO\l',tN(;S

F.rc ral L. t11 losscs on revaluation of bonoivin

1.19? 718

770,451

71

Balance brought forward r30,s.14,82s
ts from DelenedCa ital 42.598,744

130,5.1{,82s

llecerved dunn the s.04s.448
'l'ottl

178,t 89,017 I10,5.t4,825

Balancc at b nntn of thc 't70,451

cnts o(' domestics borrowin durin theI{

Extemal borrowings during the vear

l borrou ings

the

dunng tlrcRepayments of extema

Donrestic borrowin durin

710 45 t 722,267

Balance at end of the vear

L,ess: Am t portlon)

Amounts due after one non-curTcnl oI

35
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. Annual Reports and Financial Statements
['or the year ended June 30, 2020
NOTES TO THE FINANCIAL STATEMENTS (Continued)

21 DEFERRID GRANT INCOITTD

Deferred Grant Income refers to money granted by WSTF and County Govemment of Tharaka
Nithi which was not utilized during the ycar. This was accounted for as per the requirement of IAS 20
income approach.

Balance BiF 4?.59&,744 5.I 82.045
Add: Grants Receivcd 48,32s.532 4l .069.374

90,921,276 46,25t,-ll9
Less: Capital Grants ( from Deferred income B/F)

Capital Grant received during the year ( s,045.448)
To P&L (5.274.395\ (3.652.67s\

Defcrred (irant( Balancc ( /F) J8,005,689 {2.598,7{.1

(42.598.714t
TOTAL



Nithi \\'ater and Sanitation Compny l,td

Annual Reports and l'inancial Statements
l"or the vcrr ended ,lune J0. 2020
NOTES TO THE FINANCIAL STATEMENTS (Continued)

25.'TRADE AND OTIIER PAYADI,[,S

26,97t,56.1

26. RI]TIREM I]N'T T]EN ETIT OITLI(;ATIONS
'Ihe Company operates a defined benefit scheme for all full-time employees from July l, 2018. The
scheme is based on 7.5% percentage of basic salary of an employee at the time of recrurtment The
company dtdn't accruc any Iiability at the end ofthe year The funds are placed with the County Pension
Fund

The company also contributes to the starutory National social Security Fund (NSSF). This is a defined
conlribution scheme registered under the Nalional Social Security Act. The company's oblrgation under
the scheme is limrted to specific contributions legislated from time to trme and is cunently d Kshs.2OO
per employee per monlh.

Trade payables

ISCustomer t2 875 82s
I 149.454

6. I 16,690

200.000
Iletention/ contract lnonics

Accrued expenses
Outstanding Audrt fees

Othcr blesa 8.659.959 6,629.595

3{,68{,802

l7

9,663,093

!3,qe{.825
_ ?,!10.921

296.000
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. Annual Reports and Finsncial Statements
For the year ended June 30, 2020
NOTES TO THE FINAN('lAL STATEMENTS ((iontinued)

27. CASIT GIiNlittA't'Iit) tfROl\I OPIaRA'I'IONS

Cash generated fiorn/(used in) operations

b ,,\nat sis of cha in loans

7.762.391

5,285,1I I 8.1 92,8{2

Jn

(a) Reconciliation ofoperating profiU(loss) to cash
generqted from/(used in) operations

Operating profi t/(loss) (.276.4st1 (2.s77.492)
Depreciation 12.004.261 l0 t05,0 t 3

Arnortisation 156.579 234.869
Prior Year adjustments
(Gain)/loss on disposal ofproperty, plant and
equipment

Operating profit/(loss) before working capital
changes

I 1.884.390

(67s.3s6)
( 13.637, l6 t )

6 894.238
8 r 9.000

(lncrease)/decrease in trade and other receivables

Increase/(decrease) in Customer Deposits
Increase/(decrease ) in provision for staff lcavc pay

Increase( decrease in trade and other bles

1,776,274
(6.989,305)

_ \!!pu
2.201.500

Balancc at bcginning of the year 770,451 | .492.7 t8
Receipts during tlre year'

enls during the year

Anal is of cash and cash uivalcnts

il

b

yearBalance at end of the

(770.451 (722.267

770.4st

rtsShort tenn
Cash at bank

Cash in hand

14,500.000

5.(r00
49.373.867

12,700.000

rn )10

Balarce at end ofthe year 63,879,467 63.ti70.572

38

( lncrease )/d.ect S!9j4!y94S49s

5l , I 60.333
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NOTES TO THE FINANCIAL STATEMENTS (Oontinued)

27. NOTES'IO TllE S'l'A]'ElltiNT OI. CASII II,OWS (Cootinued)

g) Analysis of inlerest paid

Irrteresl on loans note I 2

Interest on loans ca italised
Bal ance at beginning of the year
Balance at end ofthe note 35 b

Intcrcst aid

38.210 214.323

38.2 l0 214.323

Intercst on bank overdrafi note l2

l9

-+-+



Nithi \\'ater and Sanitation Company l,td

. Annual Reports snd Financial Statements
For the vear ended June 30. 2020

28. IT8I,,\TIiI) PAR'I'\' DISCI,OST]RI,]S

(a) Government of Kenya

The Government of Kenya is the principal shareholder of the compnv. holding 10ff/o of the
compan)t's equity interest. The Govemment of Kenya has provided full guarantees to all long-term
lenders ofthe company, both domestic and extemal.

Other related parties include

i) The Parent N4inistryl
ii) County Government of Tharala Nithi
iii) Water Sector Trust Fund
iv) Water Resources Authority
v) Water Services Regulatory Board
n) Tana Water Works Development Agency
vii) Key management;
viii) Board of directors;

,10
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l.'or the l ear ended June 30, 2020
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2E. ItDl.A'IIiDPARTYDISCI,OSURI'S(Continued)
'l'ransactions with related parlies

il (;rants from the GoYernment

Due to Water Servives ltoviders Association
'l otal

) Ke)' nlAna ment com ation

48.325.532 37.549.583

) )11 640

I 441 t77

85.000
.1. I l8.l 7l 6,629.595

c

-l

'l otal 513.918 .t0J.{95

Cran(s fiom County Govcmment
I)onations in kind

3.500.000
3,075,580

-totBl
50.598. t 72

b) Expenscs incurred on behalfofrrlsted plrn,

Due to Water Resources Authority 1.477 .619 606.91 5

I)uc to 'l'ana Water Works I)evclopment Agency
I)uc to Water Services Regulatory Board 2.s85.55 5

CornpenMlion to key managemcnl 5t3,918 403.495

.11

Crants fiom National Government (WSTF)

44,r25,r63 
I

1,575,503
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30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

29. CONTINGENTLIABILITIDS

Bank guaranlees

Legal claims agarnst the compan),

Letters of credit

Dr utcd tax trcs

ln the opinion of he directors, no proviston is required in lhese.financial stalements at the
liabilities are not expected lo crystallize.

30. ITINANCIAI,RISKitlANACIilllEn*'I'

The company's activities expose it to a variety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The company's overall nsk management
progamme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any nsks and has in place policies to ensllre that
credit is only extended to customers with an established credit hrstory.

t'o{\ ygqr e4llql .!une

The company's financial risk management objectives and po cies are detailed below;



Nithi \\'ater and Sanitation Company l,td

Annual Rcprrts and Financial Statements
l,'or the r"ear ended June 30. 2020

NOTES TO THE FINAN(IlAL STATEMENTS ((lontinued)

(i) Credit risk

The company has exposure to credit risk, which is the risk that a counterparty will be
unable to pay amomts in full when due. Credit risk arises fiom cash and cash
equivalents, and deposits with banks, as well as trade and other receivables and
available-for-sale fi nancial investments.
Management assesses the credit quality of each customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based
on intemal or external assessrnent in accordance with limits set by the directors. lte
amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior
exp€nence and thelr assessment ot the current economrc enuronment.

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

,13



Nithi \Yater and Sanitation Company l,td
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l"or the year ended June 3 2()20
NOTES TO THE FINANCIAL STATEMENTS (Continued)

30 FINAN(ll.{L RISKM,\NAGEl\IENT((lonrinucd)

(i) (lredit risk ((fontinued)

Receivables fiom non exchange
tr arrraetiorrs
Bank balances 63.879.461

Receivables fiom exchange
trrnslctrons 54,t43.990 ,, ) ,14 8t7

The customers under the fully perfonning category are paying their debts as they continue
trading. The credit risk associated with tiese receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts.

At 30 June 2020
Recer vables from exchange
transactions 67.781 .l 5l 38.547.374 29.233.7'77

Total I31,660,618 38,547J74 29,233,777
,{t 30 .Iune 2019

20,869.173
Receivables from non exchange
transactions
Bank balanccs
'l otrl lr8,0l4,s6l 33,274,8t7 20,869,17J

4.1

63,870,s71



Nithi \\'ater and Sanitation (lompany Ltd

Annual Reports tnd Finuncial Statements
['0r the ]'ear ended ,lune J0. 2020

NOTES TO'IllE FINANCIAt, STA'I'EMIINTS (Continued)

(i) Credit risk (Continued)

The board of directors sets the company's credit policies and objectives and lays down
parameters within which the various aspects ofcredit risk management {re operated.

ii) l,iquidity risk management

Ultimate responsibility for liquidity risk management rests with the company's directors.
who have built an appropriate liquidity nsk managemenl framework for the management of
the company's short. medium and long-term frnding and liquidity managemenr
requirements. The company manages liquidity risk through continuous monitoring of
forecasts and actuEl cash flows.

'l'tre table below represents cash flows payable by the company under non-derivative
financial liabilities by their rernaining contractual maturities ar the reporting date. The
amounls disclosed in the table are the contractual undiscounted cash flows. Balances due
wrthin 12 months equal their carrying balances, as the impact of discounting is not
sr!nrlicant.

.15
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

30 ItINANCIAL RISK I\IANAGEItENT (Continucd)

(ii) Liquidity risk management (Continued)

16,005,689

6,I I 6,690
i70 45 I

,\t Jtl ,lune 2020
'l-rade payables 2.415.77 4 s.3 14.700 r .932,61 9 9.663,093

296.000

Current portion of borrowings
Provisions
Delerred rncome
Other Payables

Total 2.{t 5.77{ 5,314,700 I,9J2,6 t 9
8.659.959

s6,621,741
,tt J0 .lune 2019
Trade payables

Current portiorr olborr
I I

,?
I

t.529.t73 l,223.3383.364.1

owlrgs
hovisions 200.000
Defbrred incorne 42.598.744
Othcr Payables 6.629.s95
'fotal I,529,I 7J 3,36.1,179 r.22J.lJn 56,.1r s,{80
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l,or the yesr ended June 30. 2020

NOTES TO THE FINANCIAL STATEMENTS ((tontinued)

30. If INANCIAL RISK lltANAG Ul\t ENT (Continued)

(iii) Market risk

l he board has put in placc an intemal audit function to assist it in assessing thc risk f'aced by
the company on an ongoing basis, evaluate and test the design and effectiveness of its
internal accounting and operational controls.

Market risk is the risk arising fiom changes in market prices. such as interest rate, equity
prices and foreign exchange rates which will affect the company's income or the value of its
holding of financial instnrments. The objective ofmarket risk management is to manage and
conlrol market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for maraging market risk rests with the Audit and Risk Managemenr
Cornmittee.

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

'lterc has been no change to the company's exposure to market risks or thc manner in which
it manages and measures the risk.

17
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

30 ILr*ANCIAL RISK IIIANACE[tENT (Conrinued)

a) I nterest rate risk

Interest rate risk is the risk that the company's linancial condition may be adversely
affected as a result of changes in interest rate levels. The company's interest rate risk
arises fiom bank deposits. This exposes the company to cash flow interest rate risk. The
interest rate risk exposure arises mainly from interest rate movements on the company's
deposits.

Manogement oJ intcresl rale risk
To manage the interest rate risk, management has endeavoured to bank with institutions
that offer favourable interest rates.

Se n.\i I iv i ty anal t's i s

The company did not conduct a sensitivity analysis during the year. This involves
determining the impact on profit or loss ofdefined rate shifts. The sensitivity analysis
for interest rate risk assumes that all other variables, in particular foreign exchange
rates, remain conslant. The analysis has been performed on the same basis as the pnor
year.

48
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lt.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

30 I,'lNANClAl. RISK MANAGIIMENT (Oontinued)

ir ) ('apital Risk illanagement

The objective ofthe company's capital risk management is to safeguard the Board's ability
to continue as a going concern. 1-he company capital structue comprises of the following
funds:

Revaluation reserve
Retained eanrin 27.857 8E-l
Ca tal reservc

'l'otal funds 27 857

770.151
(63.870.572 )

t,'t

32.

INCOPORATION

'rhe company is incorporared in Kenya under the Kenyan companies Act and is domiciled in Kenya.

EVENTS AF'TER THE REPORTING PERIOD

Thcrc ncrc no matcrial adjusting and non- adjusting evcnts aficr the rcponing period.

27.58 t ..432

27,581,{32

(63,879.467 )

(r3.879.467 63.t00,t2t
0,,/"

Total borrorungs - - ---- --_ l
L,ess: cash and bank balances I

I

@Gffi
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33

NO'I'ES TO TllE FINANCIAL STATEII{ENTS (Continued)

CURRENCY

The financial statements are presented in Kenya Shillings (lGhs1.

50
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L

APPENDIX I : PR(XJRESS ()N FOLI,OW trP OF AlIDI'IOR RE(IOMMENDA'I IQNS

Tlte following is the sumniary of issues raised by the extemal auditor, arid nlarag,emeut conrnrents that
were provided to the auditor. We have nominated focal persons to resolve the various issues as shown
below with the associated time frame within which we expect the issues to be resolved.

Audit Certificote not yet received

N{anaging Director Chairnran ofthe Board

.ri<1,. t'
Date..30d September 2020 Date..30n September 2020

5t

,4h/4V'

t0
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Nithi tl'ater and Sanitation Company Ltd

Annual Reports and Financial Statements

APPENDIX II: PROJECTS IMPLEMENTED BY THE COMPANY

Projects

Projects implemented by Nithi Water and Sanitation Company Funded by development partners

7. Krbung'a Kakimiki- Kathita RUP/t6PnUW /t3/t24 IVS'fF
Conseryation Pro ecl
8.Covid l9 Response Project J6P/COVID. l9 Emcrgency WSTF 4 months YES

Rc ons€

Y I.]S

\,IS

YES
Ytis

YES

YES

'r'ES

L Kathwana Water Proyect

2. Itubung'a- Kakimiki Water
Prqect

l.Niwasco County Water Bill

RU P/J6P/lUW/ I 3/084

RUP/J6P4lA //Il/083

l5 Months

WSTF

WSTF & T/NITHI
C]OUNTY GOV'T

WSTII & TNTTHI
COUNTY OOV'T

.1 Kathwana CLTS RUP/ I /CLTSiTharaka Nithr
Niwasco/Kathwana./8

wsl'l- 6 months

5. Kaluki CLTS Project

6.UBSUP Phase Ill Prqect

RUP/J6P/CLTS/Tharaka
Nith'/128
OI HSN'AWWDA./THARAKA
NITHI/?6

WSTF

ws'f t-

6 months

6 months

6 months

s2

l or tlq yq4l ended !9n9 3Q, 202J)

] l5 Months

6 Months
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l.'or the ended.lune 2020

Status of Projects completion

I Kathwana
Water Prqect

44.E8E,391 24,631,307 94y:o 44,E88.391 5,282,39't WSTF
&
COUN
TY

Kibung'a-
Kakimiki
Water Prqect

35.671.393 17,265,008 ll2oto 3 5,671,393 0 WSTF
&
COUN
TY

3 Niwasco
County Water
BiII

4,9 52,8 50 3.005.664 4,952,850 0 WSl'F

l 3,91 5,490 3.9 t 5.490 3,9 t 5.490 j.L) l5..te0 WSTF

5

C I,TS Project
tJBSt.lP Phase

lll Pro.lect

Kajuki/
Kathwana

6.7 7 5.250 t. r21.956

6lo/o

r00%

l'70/o 6.',|7 5.250 1.12 t.956

Kibung'a
Kakimrki-
Kathita
Conservalion
Proj ect

2?.83 r.480 30.8?4 lo/o 22,831.480 0 wst r

'l Covid l9
Response
Project

4,0'17,900 Oo/o 4.0'17.900 \\'ST I.

WSTF

6

53

l

t_I
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II

,\PPENDIX lll: lN'I'llR-ENTITI TR,INSFERS

Bank Statement
Date ,.\nlount KShs

Indicate the FY to
which the arnounts
relate

656,200
236.949

FY.20l9 2020

l

{

LJBSL.JP Project
T.N.C (lontribution on

Kibung'a- Kakimiki &
Kathwana Water Pro ects

lt January 2020

3'' September
20 l9

'l otal

3,620.7 I 9 FY-2020-202 r

980 105 FY-2020-2021

Recu rrent Grants

I

1
:5u iuly 20 l9
30E Aprt roro

F\'-20 t 9-2020
FY-20 r 9-2020

3 KathrYana CL'l S prqcct 22"d October 2019 6s6.200
,1 UBSUP Proiect 3 l"tJanuary 2020 I.t2l.9s6 F Y-20 t 9-2020
5 Kaiuki CLTS proiect 3I"January2020 t.s78.090 r- Y-20 r 9-2020
6 Kaiuki CLTS prolect I 5s June 2020 1,025,000 IiY-20 t 9-2020
7 lnkind l)orrat iorrs 30e June 2020 2.272.640 FY-20 t 9-2020

b. Development (;rsnts

Bank Statement
Date

'l'otal

Amount (KShs)

T ll l<

Indicate thc l.'Y lo
which the amounts
relate

I Kathwana Water proiect 30'h April 2020 5.045,448
5,045,448'l'otal I

2

Kibung'a-Kathita river
conservalion proiecl 29s May 2020 l t,052.840

F)'-20 t9-2020

FY-2020-202 t

Covid l9 Response

Account 26s June 2020 2.446.740 FY-2020-202 |
6 Kathwana Water proiect 30h April 2020 18,m5,285 FY2020-202 t

il. I

(.at!ye!q l l-llsojg!!
Kathwana Water Pr.oject

38,005,689
I
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APPENpX -V: RECORDING OF TR.A,NSFERS FROIIT OTHf,R GOVERNltt,NT ENTITIES

Waler Seclor
Trust Fund 30u April 2020

Development
& Recurrent 24,t87,682 236,949 5,045,448 18,905,285 24, 187,682

Water Sector
Trust Fund 296 May 2020 Development I1,052,840 l r,052,84,1 l 1,052,840
Water Sector
Trust Fund 25d Juty 20l9 Recurrent 6s6.200 656,20(l 656.200
Water Sector
Trust Fund 3 I't January 2020

Recurrent
1,578,090 1.578,09(l 1,578,090

Water Seclor
Trust Fund 22"d october 202o

Recurrent
656,200 656,200 656.200

Water Sector
Trust Fund 15th June 2020

Recurrent
1,025,000 1.025,000 1,02s,000

Waler Sector
Trust Fund 26th June 2020 Development 2,446,740 2.446,74r') 2,146,740
Water Seclor
Trust Fund 31't January 2020

Oevelopment
& Recurrent 4,742,675 l,l2 1,9s6 3,620,719 4,742,67s

County
Govemment of
Tharaka Nithi 3'd September 2019 Development I,980,105 I ,980.105 I ,980, t05
County
Govemment of
Tharaka Nithi 30'h June 2020 Fecurrent 2,272.640 2.272.640 2,272.640
Total 50,598,172 7.5.17,03*s 5,0.15,.1{E J8.firs.68r) 50,598,I 72
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