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Ngugako w er ond sanitution company limiled
Annual Reports and Finuncial Statements
For the year endcd June 30,2020

I, KEY ENTITY INFOITMATION

Background information

Ngagaka water and sanitation company (NGAWASCO) is a water service provider (WSP) which was
incorporated in March 201 I and falls under Tana Water Works Development Agency. NGAWASCO
covers an area of over E0km2 which has a population of about 75,741 . The head office is at Kianjokor.na
market, Embu County.

Principal Activitics

The principal activity of NGAWASCO is provision of water and sanitation services within the designated
Service Area.

Dircctors

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

l.
2.
J.
4.

5.

6.
7.

8.

9.
l0

Cyrus Njoka Nyaga
Jacinta Gatavi Nyaga
Njagi Njue
Doras Muthoni Nyaga
Andrew Kinyua munyi
Josphine Marigu Nyaga
Justin J. Gatumuta
Sub-County WO-Embu North
CEO-TWWDA
Francis Mugendi Njoka

Appointed on 26'r'July 2019
Appointed on 26'h July 2019
Appointed on 26'r' July 20 l9
Appointed on 26'r' July 2019
Appointed on 26'h July 2019
Appointed on 26'r'July 2019
Appointed on 26'h July 2019

Chairman
Director
Director
Director
Director
Director
Director
Director
Director
Director

Corporate Secrelary

Richard K. Cikuhi
P. O. Box l27l- l0l 00
Nyeri, Kenya

Ilcgistered 0flice

Kianjokorna Market
P.O. Box 2507-601 00
Embu, Kenya

Corporate Contacts

Telephone: (254) 2701 084 424/0738 360 306
E-mail: ngawasco@gmail.corn

I
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(Ceneral manager)
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KEY ENTITY INFORMATION (cont in ucd)

Corporalc Bankcrs

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

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

Equity Bank of Kenya
P. O. Box
Embu Kenya

I ndcpcndcnt Auditors

Auditor General
Olfice of the Auditor Ceneral
Anniversary Torvers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

Principal Lcgal Atlviscrs

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 401 l2
GPO 001 00
Nairobi, Kenya
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2.TIIE I]OARD OF DIRECTORS

The llonrd of Directors
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Ngagaka Watcr and Sanitation Company Limited

Annual Reports and Financial Statcments
For the ycar ended June 30, 2020

4. CIIAIR]\IAN'S STATEMI'N'I'

It is with great pride that I report yet another year of solid growth and stellar financial performance for
our company, in line with our expectations. We have remained steadfast in our commitment to
transforming the lives of the community we serve through continuous provision of the services that make
a real difference to our customers.

The last twelve months have been characterised by several dynamic factors that have shaped the overall
business environmenl. This factor includes but no limited to the COVID-19 Pandemic that re-defined
some elements in our industry.

On the governance front, the impact of devolution has continued to take shape. We got involved in
discussing with the county government in funding the implementation ofsome projects within the schenre
area. The funding was however differed indefinitely due to COVID- 19 pandemic.

Our dedication to our strategy has yielded a relatively fair set of financial results, despite the COVID- I S

pandemic which has been witnessed in our country and across the border. This is a clear confirmation ol
our commitment to generating long term value for our stakeholders.

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

I also wish to thank and congratulate the management team and staff of the company for the loyalty,
dedication and tireless efforts that have made these results possible.

Finally, to my fellow directors, thank you for your commitment, support and considered advice that is so

essential in this extremely noble service.

Cyr N. Nyaga
Chairnr:rn

ldh September 2020
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Annual Reports and Financial Statcments
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5. REPORT OF TIIE CIIIEF EXECUTIVE OFFICER

I am pleased to announce yet another year of fairly performance in our duty of provision of water

services. We have maintained our record of growth through superior commercial performance across our

entire services. Our customers have rewarded us with loyalty as we have strived to over deliver on our

promise of a supcrior customcr experiencc.

OLrr fairly financial perlormance has enabled us to continue with substantial investment in our network

and other services. Customer satisfaction levels have continued to improve as evidenced by higher usage

of our services.

Despite the COVID-19 pandemic which has ravaged the whole world, our total revenue increased fronr

Kshs 33.714 million to Kshs 36.6 rnillion while our customer base increased from 11,657 to 12,088.

OLrr otfier miscellaneous services continrre to increase. Application fees for new connections remain lhe

key driver, having generated slightly above half of our total miscellaneous revenue. The groMh was

6riven primarily by our number ofcustomers who stood at 12,088 as at close ofthe accounting period.

Our staffs are the greatest resource and we have an exciting mix of skills in various disciplines blended

with wealth of experiences. The average age of our emptoyees is approximately thirty-five years. They

are enthusiastic tomake certain rhat we are always in the front. These employees are always ready to roll

up their sleeves whenever required to perform specific tasks to ensure that customers' needs are met and

our goals achicved.

Strategic priorilics

Our goal is to continue transforming the lives of our fellow Kenyans and delighting our customers with

great value and services. SMS billing is still going on well. That is a mile stone project given the value it

tras added to the company after it was fully automated. Further the company's migration to cash being

paid directly to the bank has gone on well. During the year, we intend to commence the process of Mpesa

payment. This will give our customers the opportunity to choose their preferred mode of payment. Our

priority this year is growing the number of active connections and making E- payment the preferred mode

of payment. This will make a significant contribution to the lives of our customers and accelerate Kenya

towards a cash-lite economy.

To ensure our customers get value for their money, we engaged both the Regulator and the Board in

Regular Tariff Adjustment (RTA) issue. The process was slowed down by the COVID-19 pandemic but

we the process we resume during the year.

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

diiigence by the board, management and staff who lrave worked tirelessly to satisfy our clients, and all

stakeholders. I register my appreciation to the support which has made 2020 once again a momenlous

year for all of us.

vul
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We hope to offer better services in 2020

.'il 1^
Fran-cis Njoka
General Manager.

ldh Seprember 2020
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6. CORPORATE GOVERNANCE STATEMf,NT

Good corporate governance is key to the integrity of water scctor institutions and markets and is cenlral

to the health ofour economics and their stability. Corporate governance plays a leading role in making

certain how corporations and thcir boards and management are directed, controlled and held to accotrnt.

Corporate govcrnance therefore encompasses the systems. practices and procedures by whiclt the

individual corporation regulates itsclfto remain compctitive, ethical, sustainable and fair.

l- Board of Dircctors

The board ofdirectors consists olone executive director and nine non-executive directors, who have been

appointed in accordance with the Water Act 2002. The chairman ofthe board is a non-executive director

and the board meets formally at least four times a year.

The board is responsible for setting the direction of the company through the establishment of strategic

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

policies through a structured approach to reporting by management and consequent accountability.

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

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

markets that is applied to the formulation ofstrategic objectives and decision making.

The board meets regularly and retains full and elfective control over the company in all stratcgic.

financial, operational and compliance areas. In 2020, four board meetings rvere held and all directors

attended the four meetings

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

x

Ngagaka Watcr and Sanitation Company Limitcd

Annual Rcports and Financial Statcmcnts

Appointed on December, 2012 The Board of NGAWASCO limited follows, principles of openness'

integrity and accountability in its stewardship of the company's affairs. It recognizes the developing

nature ol corporate governance and assesses the company's' compliance with generally acceptcd

corporate governance practicc on a regular basis, directly and through its board committecs and

managcment. The role of the board is to ensure conformance by focusing on and providing the

company's' overall strategic dircction and policy -making as well as pcrformance review through

accountability and ensuring appropriate monitoring and sLrpervision. The board is also responsible for
the overall system of internal control and for the revierving its effectiveness. The controls are designed to

both safeguard the company's' assets and ensure the reliability of financial information.

A n'tanagcmcnt team, cornprising the general manager, heads of departments and senior staff meets

regularly to consider issues ofopcrational and strategic importance to the cotnpany. Here below are the

kcy fcatrrrcs of thc existing corporale govemance practices within Ngagaka Waler and Sanitation

Cornpany Lirnited which are reviewed and improved on a regular basis: -
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Annual Reports and Financial Statemcnts
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a) Audit Conrmiltee

The audit committee comprises of three non-executive directors and a senior manager. Thc
committee is responsible for inter alia, developing and advising an audit and financial controls and
compliance issues of the company. It also defines the scope ofthe internal audit function and acts as

a liaison between the extemal auditors and managemenl. The current rnembers ofthe conrmittee are:
- J Gatumuta (Chairman), CEO Tana representative and Josephine Marigu.

b) Finance And Technical Committce

The finance and technical committee comprises of five non-executive directors and the general
manager. The committee provides guidance to the board on finance and technical requirernents for
the company. The current members are D. Muthoni, N. Njuc" J. G.Nyaga, CEO Tana Representative,
Ceneral Manager and A Kinyua (Chairman).

2, Inlcrnal Controls

The company has implemented and maintained intemal controls designed to provide reasonable
assurance as to the integrity and reliability of the financial statements and to adequately safeguard
and maintain accountability of the company's' assets. Such controls are based on established policies
and procedures and are implemented by trained personnel rvith appropriate segregation of duties.
The effectiveness of the system of internal controls is monitored regularly through internal audit
functions, operational meetings and the annual exlernal audit.

3. Related Party Transactions and Directors Rcmuneration

The related party transactions with the company during the year ending 30'h June 2020 are detailed
under note l9 on page l7 ofthese annual report and financial statements.
The remuneration for directors consists of sitting allowances for their services relating to the Board
and committee meetings.

The aggregate amount of director's remuneration for services rendered during the year ending 30'l'
June 2020 are contained under note l9 on page l7 ofthese annual repon and financial statements.

.1. Going Conccrn

The directors confirm that the company has adequate resources lo continue in business for the
feasible future and therefore the continued use of going concern as a basis of preparing the financial
statements.

S{,..
)' F. M. Njoka

Direclor.Chairnran

xl
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7. MANAGEMENT DISCUSSION AND ANALYSIS

During the year thc company had no management discussion and analysis.

8. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The company upholds its core values which enshrine ethical business practices, cornpliance with

regulatory and olhcr legal requirements and respect for humanity, communities and the environment. The

company,s' corporate social responsibility (CSR) hinges on two key pillars, employees and welfare

programmes.

During the year, our employees have become an important part of this noble objective. The employecs

are the backbone of our success.

Therefore, we havc unrelcntingly ensured that they have a favourable work environment. Training and

devclopment of staff has continued to be an important part of our business. All staffs are encouraged to

attend intemal and external training sessions to upgrade themselves technically and professionally. The

internship placement programmes have conlinued with several students working as intems in various

departments. Those students are drarvn from various colleges.

xlr



Ngagaka Water and Sanitation Company Limited

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

9. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended June
30,2020 which show the state ofthe Company's affairs.

Principal activity

The principal activity ofthe entity is provision ofwater and sanitation services within the Service Area.

Results

The results ofthe entity for the year ended June 30, 2020 are set out on page I

Directors

The members of the Board of Directors who served during the year are shown on page v In accordance
with Regulation of the company's Articles of Association.

Auditors

The Auditor General is responsible for the statutory audit ofthe company in accordance with the Public
Finance Management (PFM) Act, 2012, which empowers the Auditor Ceneral to nominare other auditors
to carry out the audit on his behalf.

ll Order olthe Board

I)i rcc r

I dh Septenfier 2020

xlu
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IO. STATEMENT OF DIRf,CTORS' RESPONSIBILITIES

Section 164 ol thc Public Financc Management Act, 2012 and the County Corporations, require the

dircctors to prepare financial statements in respect of the company, which give a true and fair view of the

state of alfairs of the company at lhe end of the financial year and the operating results of thc company
for that year. The Directors are also required to ensure that the company kceps proper accounting records

which disclose with reasonable accuracy the financial position of the company. The Directors are also

responsible for safeguarding the assets ofthe company.

Thc Directors arc responsible for the preparation and presentation of the company's financial statemcnts,

rvhich give a true and lair vierv olthe stale of affairs ofthe company for and as at the end ofthe financial
year ended on June 30. 2020. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
pcriod; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any lime
the financial position of the entity; (iii) designing, implementing and maintaining internal controls
rclcvant to the preparation and fair presentation of the financial statements, and ensuring that they are

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

cornpany; (v) selecting and applying appropriate accounting policies; and (vi) making accounling
cstimates that are reasonable in the circumstances.

Thc Directors accept responsibility for the company's financial slatements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conlonnity with lntemational Financial Reporting Standards (IFRS), and in the manner required by the

section 164 ofthe Public Finance Management Act, 2012 and the County Corporations. The Directors are

of the opinion that the company's financial statements give a true and fair view of the state of company's

transactions during the financial ycar ended June 30, 2020, and of the company's financial position as at

that dale. The Directors furthcr confirm the completeness of the accounting records maintained for thc

conlpany. which have been relicd upon in the preparation of the company's financial statements as well as

the adequacy ofthe systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the company will not remain a going

concem lor at least the next twelve months from thc date of this statement.

Approval of the financial statcments

The company's financial statements were approved by the Board on l0'r' September 2020 and signed on its

[.rc alf by

,$1wc"
Cha irnra - BOt)

x1v

General Manager
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NAIROBI
OFFICE OF THE AUDITOR.6E ERAL

F,n ha nc i ng ic<'ount u hi I itv

REPORT OF THE AUDITOR-GENERAL ON NGAGAKA 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 Ngagaka Water and
Sanitation Company Limited set out on pages 1 to 21, lvhich comprise the slatement
offinancial 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 ol lhe Constitution of Kenya and Section
35 of the Public Audit Act, 2015. I have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Ngagaka 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 (IFRS)
and comply with the Water Act, 2016 and the Companies Act, 2015.

Basis for Qualified Opinion

Presentation of Financial Statements

The Company's financial statements for the year ended 30 June, 2020 provided for
audit review reflect the following inadequacies.

i. The Company's Management discussion and analysis report does not provide the
operational and financial performance of the organisation during the period,
Ngagaka's key projects or investment decision implemented or ongoing, Ngagaka's
compliance with statutory requirements, major risks facing the organisation, material
arrears in statutory and other financial obligations, and any other information
considered relevant to the users of the financial statements. This is contrary to the
requirements of the Public Sector Accounting Standards Board (PSASB) reporting
template issued in June, 2020,

Report oJ lhe .,ludilor-Geieral on t"gagaka lt'oter and Sanith,ion ('omPam' Limi,ed Jor lfu yeu eruled

30 June. 2020
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ii. The list of the Board of Directors in the financial statements does not included key
qualiflcations and details of work experience for the Directors contrary to the reporting
template issued by PSASB in June, 2020 which requires that a concise description of
each Directors'date of birth, key qualification and work experience be included under
the Board of Directors' information. Further, the details relating to the Company
Secretary were not included.

iii. The continuation of the statement of comparison of budget and actual amounts in
the financial statements is indicated as "for the period ended 30 June, 2O2O' contrary
to the reporting template issued by PSASB which stipulates that the statement of
comparison of budget and actual amounts should be for the year ended.

ln the circumstance, the presentation of the Company's financial statements does not
comply with PSASB prescribed format and the lnternational Public Sector Accounting
Standards.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Ngagaka Water and Sanitation
Company Limited Management in accordance with ISSAI 130 on Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts for the year ended
30 June, 2020 reflects budgeted revenue of Kshs.36,118,371 and actual income of
Kshs.36,039,521 or 99o/o of the budgeted revenue resulting to a net under collection
of Kshs.78,850 comprising of over-collection of Kshs.289,700 in four (4) items and
under-collection of Kshs.368,550 on five (5) items.

Further, the statement of comparison of budget and actual amounts reflects budgeted
expenditure of Kshs.36, 1 18,371 and actual expenditure of Kshs.35,977,436, resulting
to net under expenditure of Kshs.140,935 comprising of total over-expenditure of
Kshs.296,346 in eight (8) items and total under expenditure of Kshs.437 ,2B1| in twelve
(12) items. The under spent funds could have been allocated to other deserving areas
that would have improved delivery of goods and services to the residents of Runyenjes
Constituency.

ln addition, no approval in form of a supplementary budget was availed for audit review
for the over expenditure of Kshs.296,346 contrary to Section a3(2) of the public
Finance Management Act (County Governments) Regulations, 2015, which states

Report of the Auditor-Oenerot on Ngagoha llater and Sanitotion Conpatty Linited Jor the year ended
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that County Government entities shall execute their approved budgets based on
annual legislation and the approved annual cash flow plan with the exception of
unforeseen and unavoidable spending dealt with through the county emergency fund
or supplementary estimates.

ln the circumstances, the Company is in breach of the law

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

As requrred by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described rn the basis for conclusion on laMulness
and effectiveness in use of public resources section of my report, I confirm that,
nothing else has come to my attention to cause me to believe that public resources
have not been applied laurfully and in an effective way.

lrregular Borrowing from Customer Deposit

Note 15 to the financial statements reflects Kshs.4,053,723 in respect to borrowings
from customers which includes Kshs.3,682,000 in respect to borrowing during the
year. Further, included in the Kshs.4,053,723 balance is Kshs.721,723 which, as
reported in the previous year, was withdrawn from the customer's deposit by the
Management in February 2014. However, no loan agreement was availed for audit
review and the Management contravened the procedures which requires that
customers' deposit should only be utilized for refund to customers who opt out of the
water agreement with the Company.

ln the circumstances, the Management is in breach of the Regulation.

The audit was conducted in accordance with ISSAI 4000. The standard requires that
I comply with ethical requarements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Repon oJ the Auditor-Gercral on Ngaga*a nabr and Sanitd,ion Compony Limited Jor the year ended
30 June. 2020
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Basis for Conclusion



Basis for Conclusion

Note 1 to the financial statements reflects Kshs.30,050,640 in respect to sale of water
for the year ended 30 June, 2020. Records provided revealed that, the Company
produced a total of 1,111,216 cubic meters (m3) of water. However, only 658,528 m3
were billed to customers. The balance of 452,688 m3 (approximately 41%) of the total
water produced with a sale price of Kshs.24,445,152 represents the Non-Revenue
Water (NRW), which is over and above the allowable loss of 25% as provided by
schedule E of Water Service Regulatory Board (WASREB) guidelines.

ln the circumstances, the Company significantly exceeded the allowable NRW loss of
25% by 160/o or approximately Kshs.9,600,906 which if not addressed will negatively
impact on the Company's profitability and its long{erm sustainability.

2.0 Lack of lnformation and Communication Technology Policy

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

I have obtained all the informatron 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 flnancial
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

Report oI the .4uditor-General on Ngagako ll'ater and Sanitation Company Limited for the yeor ended
30 June. 2020
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1.0 Non-Revenue Water

As reported in the previous year, the Company did not have an approved ICT policy
in place which should have included data security policy and disaster recovery plan.
Further, it was noted that the ICT officer who acts as the Billing Clerk has access to
the source code of the system which could compromise the integrity of the system
since the source code should only be accessed by the system developer.

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

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively, in all material respects. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.



misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and overall governance.

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

Management is also responsible for the submrssion 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 informatron reflected in the financial statements
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

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

Aud itor-General's Responsibilities for the Audit

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

compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance but is not a guarantee that an audit conducted in accordance wth
lSSAls will always detect a material mrsstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and

Report ol the Audilot-General on Ngagaka l|'qler and Sani,arion Company Linited lor the year ended
30 June, 2020

5



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

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

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

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

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

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 sufflcient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial
statements

Report of the Auditor-Generul on Ngagaka ll'ater and Sanitation Conpany Linited lor the year ended
30 June. 2020
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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 materral
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.

. Perform such other procedures as I consider necessary in the circumstances.



I communicate with the Management regarding, among other mafters, 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

Nairobi

08 February, 2O22

Report of the ,4uditor-General on Ngagaka wtater and Sonitation Conpany Limited for the year ended
30 June. 2020
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Ngogoka walet and sot,ilalion company limiled
Annual Rcports and Financial Statemcnts
For thc year endcd Junc 30,2020

I2 STATEMENT OF PROFIT OR LOSS AND OTIIER COMPRETIENSIVE
INCOME FOR THE YEAR ENDED 30 JUNE 2O2O

2',7,970,01030,050,640ISales

334,7 092 292,8',71Grant fronr National Covt.

5.409.5403
( 6S6.0 t0

Other Income

36,039,5?l 31,714,2s9TOTAL ROVENUES

OPERATINC EXPENSES

25,'184,t t6 23,863,9474aAdministration Costs

4,9'7 5,828) 3,526,',l03Production costs

26t82t68 3 .637 .436Depreciation of PPE

3t,457.99132,9{8,255TOTAI, OPERATING EXPENSES

2,256,2686 3,091,266oPERATINC PROFIT(LOSS)

58,909'7Finance Income

2_315.11',l3.091.266
TOTAL COMPREI{ENSIVE
INCOME FOR TIIE YEAR

No(e 20r

Ks hs

20t8-2019

Kshs
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Ngagaka Watcr and Sanitation Company Limited

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

I3. STATENIENT OF FINANCIAL POSITION AS AT 30 JUNf, 2O2O

1'he nancial statements were approved by the Board on ./ September 20 0 and signed on its behalf by:

Cyrus Njoka Francis Njoka
General Manager

urIgr
Accountant
lcpak I 1786

1

ASSETS

Nor|-Currcnt Assets

Propeny, plant and equiprnent 8 20.54',7.393 17.173.629

Total Non-Current Asscts 20,5.r7,J93 l7,17 3,629

Cu rrent Asscts

Inventories !) 902.2t0 905. t39

Trade and other receivables l0 t3,892,225 r0,661,486

Bank and cash balances lt 3,555,304 6,057,286

PrepaYments l2 2,500 2,500

Total Cu rrcnt Assets t8,352,t39 t 7,626,{ I I

Total Assets 18.8I9.6-t 2 lJ.800.rlJ0

EQUITY AND LIABILITIES

CaDital and llcserres

Capital fund / reserves tl 9,965.875 9,965.8?5

Revenue reserve l.l t8.306.964 r 5.2 r5.698

Capital and Reserves 28,272,839 25,t81,573

Non-Currcnt Liabilities

Bonowings t5 3,693,'723 t21.723

Deferred income r6 2.3 58.525 2.651.396

Total Non-Cu rrent Liabilitics 6,052.2{E 2,17 3,t t9

Current Lisbilitics

Borrowings I5 360,000 600,000

Trade and other payables l1 4,2t4,545 6,245,348

Total Cu rrent Liabilities {.57.t,5{5 6,8{5,3{8

TOTAL EOUI'TY AND LI^I}I LITIES -t8-899-6 r2 .tJ.ti00-0Jr)

Chairman - BOD

rl

$tr&

Note 2019-2020 t0t 8-20 t 9

Ksh s Ksh s



Ngagaka Watcr and Sanitation Company Limitcd

Annual Reports and Financial Statemcnts
For thc ycar cndcd .Iunc 30, 2020

I4. STATEMENT OF CIIANGES IN EQUITY FOR TIIE YEAR ENDf,D 30 JUNE 2O2O

At July l,2018 9,965,875 t2,900,52t 22,866,396

Total financial performance 2,315,1'17 2.3 t 5.t',11

At June 30.2019 9,965,87s t 5,215,6S8 25,r 8r,5?3

At July 1,2019 9,965,875 15,215,698 25.r El,573

Total fi nancial performance 3,09 r ,266 3.09r.866

At.lunc 30,2020 9,965,875 18.30(r.96,1 28.272.839
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Ngugaka waler und sanilalion conrya,r), limited
Annual Rcports and Financial Statenrcnts
For the year ended June 30, 2020

I5. STATEMENT OF CASII FLOWS FOR TIIE YEAII ENDED.]O JUNE 2O2O

CASII }-LOWS !'IIOM OPEI{A'TINC AC'I'IVITIES
Net surplus/( deflcit) before taxation 3,09 t,266 2,3 t 5.t',17

Ad iustment for depreciation 3,637 ,436 2,6t8,2t6
Adjustment for Provision for bad debts 344,581 129.484

Amortization (292.87 t\ (334,70e)

6,780.{ I { {.728, t 68

CIIANGES IN WORKING CAPITAL
(lncrease)/decrease in trade receivables (3,57 5,322) (r, I r8,034)

lncrease,/(decrease) in trade payables and accruals 782,197 764.898

(lncrease)/decrease in inventories 2,929 (5 18,675)

Increase/(decrease) in customer deposits (2.8 13.000) 88 r.277

Cash gellerated from operatiIg sctivities (5.603,196) 9,{66
Nct cash generaaed from/(uscd in) operaling activities 1,177,2r8 1,737,631

CASII TLOWS FITOM INVESTING ACTIVITIf,S
Purchase ofproperty, plant and equipment 8 (7,0 r r,200) (3,87 r.765)
Crant of non-current assets 610.000

Nct cash generated from(used in) investiIlg activities (7,0r r.200) (3,26r,765)

CASII FLOWS I'IIOM FINANCING AC'TIVITII]S
Proceeds from bonowing 3,682,000

Repaynent ofbonowing t5 (350.000) (348,2'1'1)

Ncl cnsh generatcd from/(uscd in) financing actil itics 3,lJ2,ooo (31U,217 \

INCREASE(DECREASE) IN CASIT AND CASII EQUIVALENT (2,501,982) 1,127,592

CASII AND CASII EQUIVALENT AT TIIE BECINNING OF YEAI{ 6,057,286 ,1,929.69{

C^SII AND CASI{ EQUIVALENT AT THE END OF THE YEAR 3,555,30{ 6,057,286

4
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Ngagaka Water and Sanitation Company Limitcd

Annual Rcports and Financial Statcments
For thc ycar cndcd .Iunc 30, 2020

I6. STATEMENT OF COMPARISON OF BUDGf,T AND ACTUAL AMOUNTS FOR TIIE
YEAR ENDf,D 30 JUNE 2O2O

COD I.] voTIi EAt) ORIC INA L
BU DG ET

AD.tUST.
FINAL

BUDGET
ACTUA L
BUDC ET vAR Abs

INCOI\IE KSII. KSI I KSt L KSI I. KSt L

t000>010 Water Sales 3 I,572,000 -r200000 30,050,640 -32 t,360 99

Suh- Total 3 r.572.000 - I .200.000 30,372.000 J0.0s0.610 -321.160

OTI I EII INCOI\,I ES

1000>020 Metcr Rent 4.3 80.000 0 4.380,000 4,658,3 50 278,3 50 106

I 050>0 t0 Reconnections fees 4-s6,000 - 100,000 i56,000 332,000 -24,000 9l
t0.50>020 Application Fees 720,000 -200,000 520,000 5 t7,000 -3,000 99

t050>0:10 Illegal conn. fees t50,000 0 t 50,000 130.000 -20.000 87

t050>040 Termination Fees 10,000 0 10.000 t3,600 3,600 ri6
t050>060 Transfer Fees 3,000 0 3.000 3,000 0 100

t050>090 Meter Replacemenl r0,500 9.000 19.500 24.500 5.000 126

t050> 100 Grant ftom CVT 292.871 0 292,8'71 292,871 0 100

1050> t20 Miscellaneous Income 6,000 1.000 7,000 9,75 0 2,'.t 50 139

Bad Dcbts 36,000 -28000 8,000 7,8 r0 -t90 93

Sub-Tola I 6.06{.37 t -3 t 8.000 5.7{6.37r 5.988.88t 2.r2.5 t0

Total lncomc 37.6J6.37t -1.5 r 8.000 36.1l8.l7t 36.039.s2 | -78.850

EXPENDIIT(]RES

AD}I IN. EXPENSES

I000 Staffcosts 15,438,8 I6 0 t5,438,900 r 5,495,9E4 -57,084 t00
1050 Dircctors'emoluments I,I t0,000 -134,700 975,300 96',7 .400 7,900 99

32 r0 Electricity and Watcr 86.400 0 86,400 '79,t21 '7,219 92

3280
Tel, emails, postage and
compuler acc.

588.000
0

588,000
6t2,69'7 -24.697 t04

3 t00 Transpon, travel & sub r.700.000 0 r.700,000 1.795,600 -95,600 106

3280 Advert., printing, stat.&n/p 240.000 0 240.000 257 ,633 -t'7,633 r07

3 200 Rent expenses 60,000 0 60.000 60.000 0 r00

32'70 Staff training /seminars t.100.000 0 I,I00,000 t, t22,000 -22,000 r02

3 21r0
Staff uniforms,welfare &
team building 280.000 D4700 414.'700 451,t'76 -36.47 6

3 t20> t0 Insurance expense 220,000 0 220.000 234,304 - t4,304 t0't
3290>020 Bank charges &comm 65,340 | 160 66.500 6 t.450 5,050 92

3430 Fees and lcvies 2,500,000 0 2,500,000 2,300,482 t99,5 t{t 92

3300>20 Auditors rcmuneration 290,000 0 290.000 290,000 0 t00
I t00 M.v./cycle fuel & maint r,220.000 0 1,220,000 t.248.552 -2 8,5 52 102

3280>0 t5 Other repairs & maint 60,000 0 60,000 53,655 6,34 5 89

3240
Staffycar party and tour,
cleaning and CSR 4 10.000 0 410.000 409.479 521 100

Su b-Total 25,168.556 1,160 25,369,800 25,.r39,533 -69,733

5

%
30,372,000

1050> t30
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Ngagaka Watcr and Sanitation Company Limited

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

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 3O 

'UNE 

2O2O
Continued

Notes to the comparison of buds€t and actuals

NB: The total expenditure in the statement of profit or loss and other comprehensive income for the year

ended 30 June 2020 is Kshs 32,948,255 and that of statement of comparison of budget and actual amounts

Kshs 35,977,436. The difference is as a result inclusion of investments. depreciation and bad debts items.

l. Illegal fees were under absorbed as a result ofcovid l9 pandemic

2. Meter replacement, termination fees and miscellaneous income was over absorbed because most of
customers replaced and turned on their water meters

3. There was under absorption ofother repairs and maintenance because there were no major repairs.

PIIODUCTION COSI'S

3450>010 Wate r maint & rehab 03,400,000 3,400,000 3,344,364 5 5.63 6 98

3440>010 Water chemicals t90.000 0 190.000 l8?,339 '7 .66 t 96

Sub-Total 3,590,000 {) J,s90,000 3,s26,703 63,291 98

Total O & M expcnscs 28,9s8,s56 1.160 28,959,800 28,966,236 -6,{J6

INVESTM ENTS

6200>010 Motor Vehicle 3,682,000 45700 3,727,700 3.682,000 45,700 99

6450>010 Ordinary meteff - 700pcs 2.450.000 400,871 2.850.87 t 2,794,-700 56.t',1 t 98

6250>0 t0 Motor cycles - 5NO 500.000 0 500,000 462.500 3 7.5 00 9l
6300>0 t0 Computers - 3NO 80,000 0 80.000 72.000 8.000 90

Sub - Total 6.r t 2.0u0 ,l{6.5? I 7.158.57t 7,01t.200 l.l7,J7 t

Total expenditure J5,670,556 111,131 J6,l lE,37l 35,977,436 I J0.9J5

Surplus for the period 1,965,815 -1,965,73r lt 62.085 62-0tt5

6
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Ngagaka Watcr and Sanitation Company Limited

Annual Rcports and Financial Statements
For thc ycar endcd,Iunc 30,2020

17. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set out
below:

I . Statement of compliance and basis of prcparation

The financial statements have been prepared on a historical cost basis in conforrnity with
International Financial Reporting Standards (IFRS) which allows the use of estimates and

assumptions. It also requires management to exercise judgement in the process of applying the

cotnpany's accounting policies.

The financial statcments have been prepared and presented in Kenya Shillings, which is thc
lunctional and reporting currency of the company.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, and lnternational Financial Reporting Standards (IFRS). The accounting policies
adopted have been consistently applied to all the years presented.

2. Rcvcnue recognition

Rcvenue is recognised to the extent that it is probable that future economic bcnefits will flow to the
company and the revenue can be reliably measured. Revenue is recognised al the fair value of
consideration received or expected to be received in the ordinary course of tlre company's activities,
nct of value-added tax (VAT), where applicable, and when specific criteria have been met for each

of the company's activitics as describcd below.

i) Revcnuc from the salc of water is recognised in the year in which the company delivers
products to the customer, the customer has accepted the products and collectability of the
related receivables is reasonably assured.

ii) Grants from National Govcrnment are recognised in the year in which the company
receives such grants.

iii) Othcr income is rccognised as it accrues

3. In-kindcontribulions

ln-kind contributions are donations that are made to the company in the fonn of actual goods and/or
services ralher tlran in money or cash terms. These donations may include vehicles, equipment or
pcrsonnel services. Where the financial value received for in-kind contributions can be reliably
dctermined, the company includes such value in the statement of financial performance both as

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

7



Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statements
For the ear endcd June 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. Property, plant and equipnlcnt

All categories of propeny, plant and equipment are recorded at cost less accumulated depreciation
and impairment losses.

Cains 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 iterns. and are recognised in profit
or loss in the income statement.

5. Dcpreciation and impairment of property, plant and equipmcnt

Depreciation on property, plant and equipment is recognised in the incorne statement on a reducing
balance basis to write down the cost ofeach asset to its residual value over its estimated useful Iife.
The annual rates in use are:

Build ings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Computers and related equipment
Office equipment, fumiture and fittings

2%
l2.s%o

25%
30%
12j%

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

Items of property, plant and equipment are reviewed annually for impainnent. Where the carrying
amount of an assel 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 amounts.

6. Finance leases

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

7. Inventories

Inventories are stated at the lower ofcost and net realisable value

8. Trade and olhcr rcceivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible
amounts. These are assessed for impairment on a continuing basis. An estimate is rnade of doubtlul
receivables based on a review of all outstanding amounts at the year end using rale of l0%. Bad
debts are written off after all efforts at recovery have been exhausted.

8



Ngagaka Watcr and Sanitation Company Limited

Annual Rcports and Financial Statcmcnts
For the ycar cndcd Junc 30,2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

9. Cash and cash cquivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid invcstments rvith an original rnaturity of three months or less, which are readily
convertiblc to known amounls ofcash and are subject to insignificant risk ofchanges in valuc. Bank
account balances include amounts held at various commercial banks at the end of the financial year.
For the purposes ol these financial statements, cash and cash equivalents also include short tenn
caslr imprests and advances to authoriscd public officers and which were not surrendered or
accounted for at the end of the financial vear.

10. Borrowings

Interesl bearing loans and overdrafts are initially recorded at fair value being received. net of issue
cosls associated with the borrorving. Subsequently, these are measured at amortised cost 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 of settletnent
or redemption are accounted for on accrual basis and arc added to the carrying amount of tlte
instrument to lhe extent that they are not settled in the period in which they arise. Loan intercst
accruing during the construction ofa project is capitalised as part ofthe cost ofthe project.

I l. Trade and olher payables

Trade and other payables are non-interest bearing and are carried at amortised cost, whicrt rs

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 paymcnts made to the
sLrppliers.

12. Rctircmcnt bencfil obligalions
As per IAS l9(201 I ).63] the Company recognised the net defined benefit liability for the staff up to
June 2020 amounting to Ksh 12,108,345. The determination ofthe net defined benefit liability was
carried out with sulficient regularity such that the arnounts recognised in the financial statements do
nol differ materially rvith those that would be determined at the end ofthe reporting period. [AS l9
(201 l). s8l

The company also contributcs to the starutory National Social Security Fund (NSSF). This is a

dcfined contribution scheme registered under the National Social Security Act. The company's
obligation under the scheme is Iimited to specific contributions legislated from time to tirne and is

currently at Kshs. I ,080 per employee per month.

13. Provision for staff lcavc pay

Employecs' entitlements to annual leave are recognised as they accrue at the employees. A provision
is made for the estimated liability for annual leave at the reporting date.

I



Ngagaka Water and Sanitation Company Limitcd

Annual ltcports and Financial Statemcnts
For thc ycar ended Junc 30,2020

SUMMAnY OF SIGNIFICANT ACCOUNTING POLICIES (Con(inucd)

14. Conrparalivcfigurcs

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

15. Subsequent events

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

t0



Ngagaka Water and Sanitation Company Limitcd

Annual Rcports and Financial Statcments
For thc ycar endcd June 30 ,2020

I8. NOTES TO THE FINANCIAL STATEMENTS

I. SALES

2. (;RANT FROM NATIONAL GOVERNMENT

t. sALES

Cross salcs ofwatcr 30,050,640 27 ,97 0,010

Total 30,050,6{0 27,970,0 r 0

Capital grants received 292,87"1, 334,709
f Granl of \t,aler nretcrs receivedfrom TWIVDAJ

3. OTIIER INCOME

IBt'ing inc'ontes other than y'eter salesJ

4(a) ADMINISTRATION COSTS

Mclcr Rent 4,658.350.00 4.394.400

Applicatinn fces 5 t7.000.00 482.000
Rcconnections

332.000.00 284,500
lllcgal Connections 130.000.00 t43.000
Termination Fee/Transfer fee 13,600.00 8,600
l'ransler Fcc

3,000.00 3.000
Meter Replacement 24.500.00 28.000
Bad debts

7,8 10.00 55. t 70
M iscellancous

9.750.00 t0.870

'l'ol a I 5,696,0t0 5,.109,5{0

Staffcosts ( note 4(b)) 15,495,984 r 4.445,528

Direcrors'cmolumcnts 967 ,400 701,000

Iilcctricity and watcr 79,t2t 79,795

Tcl.. emails. postage and computer acc. 612.697 659.059

Transponation, travelling and subsistence 1.795,600 930,'140

Advertising, printing, stationery n/papers 257,633 , s, ?ss

1t

20r9-2020 20r8-10r9

Ks hs Kshs

20r9-2020 20r 8-20 r 9

Ks hs Kshs

2019-2010 20t8-2019

Ksh s K shs



Ngagaka Water and Sanitation Company Limited

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

NOTES TO THE FINANCIAL STATEMENTS (Continued

4(a) ADMINISTRATION COSTS (Continued)

fees/ Su lons

4(b) STAFF COSTS

47,00060.000Rent expenses

I,122,000 1,061,700Stafftraining expenses

451.176 365,97 5Staff uniforms and welfare/wasco sports

234.304 24,229Insurance costs

59,4396t,450BanI charges and commissions

3,385,25'.12,135,472fees, levies, commitments and honoraria

290,000290.000Auditors' remuneration

953,I 78| ,248,552motor vehicle fuels. oil and maintenance

t650 t0 I 10,000

I,5205',l 655Repairs and maintenance

129,484344,5 83Provision for bad and doubtful debts
365.788409.479staffyear end party & tour, cleaning & CSR

2J,863,9{725,784,1l6Total

I5,495,984 t4,389,928Salaries and allowances of permanent employees

55,600Other Staff payments (retirement benefits)

1.1,445,52815,495,98tTotal
The average number of€mploy€es 8t the €nd of the year was:

55Permanent employees - Management
25Permanent employees - Unionisable

2930Totsl

t2

IBeing number of staf throughout the year)

20t9-2020
Kihs

2018-2019
Kshs

2019-2020
Kshs

2018-20r 9

Kshs
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Ngagaka Water and Sanitation Company Limited

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

NOTES TO THE FtNANCIAL STATEMENTS (Continued)

5 PRODUCTIONCOSTS

IBeing costs of maintaining and lrealing walerl

6 Operating profit/ (loss)

7 Finance Income

3,344,364
Water maintenance and rehabilitation

214 730t82,339
Water chemicals
Total

268
,,3.091,266eratin rofit/ loss

is arrived after cha crcditiroliThe net nloss
t4 445 528t5,495,984

Staffcosts note4
2 6t8 2t63.63'1,436

iation of PPEDe
t29.484344,583

Provision for bad and doubtful debts
103 00096'7 .400

Directors' emoluments - fees
290 000290,000

Auditors remuneration - fees

58 909
on short-term bank de sitslnterest income

5B 909

9?0t9-2020

Kshs

18-20192019-2020

Kshs

2019-2020 l9

KshsKshs

l3



Ngagaka b'ater d,rd sanitotion company limited
Annual Reports and Financial Statements
For the year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

8 PROPERTY, PLANT AND EQUIPMENT

No item ofproperty, plant and equipment was fully depreciated as at the end ofthe financial year

Buildings
Plant and
machinery

Water
meters

Motor
Yehicles,

including,
motor cycl€s

Computers &
related

eq u ipmen t M.Cvcle

OIIice
equipment,
furniture &

fittings
Tools and
eq u iDment Total

cosT
As at July l, 2018 854.816 I8,926,230 3,614,692 2,2t1,522 386, r 90 231,890 29,473,850
Additions 3,871,765

At June 30,2019 E51,El6 3,255,510 22,797,995 2,204,s22 386,t 90 231.890 33J45,6rs

At July l, 2019 854,8 t6 3,255,510 22,797,995 3,614,692 2,204,522 386,190 23t, 890 33,345,6t 5
Additions 2,794;100 j,682,000 72,000 462,500 7,01 1,200

At June 30, 2020 3,255,5r0 25,592,695 7,296,692 2,216,522 462,s00 386,190 40,356,815

DEPRECIATION
Ar July 1,2018 1,2 t 7,138 2,712,611 t,538,951 227,263 111,079 13,553770
Charge for the year 15,4',7 4 254,797 |,899,42'1 2 r8,005 t99,671 t9,866 t0,976 2,618,2t6
At June 30,2018 96,579 1,47t,935 9,501,990 2,960,676 1,738622 217,t29 155.055 r6,l7l,986

At July t, 2019 96,s79 9,50r,990 2,960,676 1,738622 241,129 155,055 r6,l7t,986
Charge for the year I 5,165 ))) ot1 2,01 1,338 1,084.004 161,370 I t5,625 17,38i 9,604

At June 30,2020 t t t,144 1,69{,882 r r,5t3,328 1,899,992 r 15,625 264,512 l6{.659 19,809,422

NBV

At June 30, 2019 758,237 t,783,575 13,296,005 654,016 .{65,900 139,061 76,83s t7 ,t7 3,629
Al June 30, 2020 143,072 1,560,628 14,019,367 3,252,O12 376,530 3.16,875 t2t,67a 61,23t

l4

3,255,510

3,87 I,7 65

3,6t4,692

85,1,816 23t,890

81,105 7,602,563

1,47 t,935

3,637 ,436
4,0,t{,6E0

20,547J93

I



Ngagoko taler and sonilatiott company limited
Annual Reports and Financial Statcmcnts
For thc ycar endcd ,Iune 30,2020

NOTES TO TIIE FINANCIAL STATf,MENTS (Continued)

9. INVENTORItrS

IO. TRADE AND OTHER RECEIVABLES

IBeing water sales]

I I. CASII AND CASH EQUIVALENT

Water rnaintenances 465,610 203,389

Watcr meters 409,200 693,900

Stationeries 2 t ,300 7.850

Ceneral stores 6,r00

902.2t0 905.t39

Trade receivables 25,54?,393 2t ,967 ,0',7 I

Gross trade and other rcceivables 25,542,393 21,967,0'71

Provision for bad and doubtful receivables (l1,6s0,168) ( I 1,305,585)

Nct tradc and othcr rcccivables 13,892,225 r0,66t,486

Family Bank - Cunent 100.233 2'.70812

Family - Savings t,304,330 4.695,801

Consolidated Bank 145.22t 48,543

Equity Bank r,405.520 t,042,0'70

3,555,J01 6,057.286

l5

2019-2020 2018-20t9

Kshs Kshs

Total

2019-2020 20 t 8-20r 9

Kshs Kshs

2019-2020 20 t 8-2019

Ks hs Kshs
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Ngagaka Watcr and Sanitation Company Limited

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

NOTf,S TO TIIE FINANCIAL STATf,MENTS (Continued)

IJ CAPITAL FUND/IIESEII.VES
As at June 9,965.875 9.965,87s

9,965,E75 9,965,E75

I{ Ii,EVENU E RESERVES
As at l" July I 5,2 15,698 t2.900,52 I

Surplusi (deficit) for the year 3,09 r.266 2,3 t 5,l'17

18,306,96{ t 5,2 t 5,698

I5 BORIIOWINGS

I6 DEFEIIRED INCOME

Deferred income relates to water meters donated by Tana water services board. Deferred income is recognised
as income in the statement of financial performance over the expected useful lives of the assets.

I7 TITADE AND O'TIIEIt PAYAI}LI]S

Domestic bonowings during the year 72t,723 t.0?0.000
Bonowings during the year 3,682,000

Repalrnents ofdomestic borrowings during the year (3s0,000) (348,277 \
Balance st end o[ the year .r,053,723 121,123
Less: Amounts due within one year (current portion) (360,000) (600.000)

Amounts due after one year (non-currenl ponion) 3,693,723 t2t,'123
The analyscs of domcstic borrowings are as follows
Domestic Borrowings
Kenya Shilling lcase finance fionr Fanrily bank

Kenya Shilling loan fiom customer deposits 4,053,723 72 t.723
Total balance at end ofvear r,053,723 12t,72i
IBeing domestic borrowingfor purchase ofmotor vehicle KCV 349R

At 1 luly 2,657,396 2,376,105

Additions 610,000

Amortization (292,87 r) t334,709)

Total z 354,525 2,651,396

Trade payables 2,597 ,7 68 t,8 15,57 r

Other payables (customer Deposit) t,6 t 6,777 4,429,7'17

'tola 
I {.2 r .t,5{5 6,2J5,3.18

IBeing trade creditors and custo rcr deposils]

l6

2019-2020 2018-20t9
Kshs Kshs

2019-2020 20 t-2019

Kshs Kshs

201)-202t) 2018-2019

Kshs Kshs
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Ngagaka Watcr and Sanitation Company Limitcd

Annual Ilcports and Financial Statemcnts
For thc ycar ended Junc 30,2020

NOTES TO TIIE FINANCIAL STATEMENTS (Continucd)

I8 RETIREMENT BENEFIT OBLIGATIONS

The cornpany also contriburcs to the statutory National Social Security Fund (NSSF). This is a
defined contribution scheme registered under the National Social Security Act. The company's
obligation under the scheme is limited to specific contributions legislated from time to time and is
currently at Kshs.l,080 per employee per month.

I9 RELATED PARTY DISCLOSURES

Parties related to the organisation include those parties who have the ability or where the
organisation has the ability to exercise control or exercise significant control over the operating and
financial decisions. Related parties include the management personnel, their principals and close
family members.

The organisalion is related to:

(i) Water services regulatory board
(ii) Tana Water Works Development Agency
(iii) Directors and key management personnel of the organisation

a) Duc to relatcd partics

Water Services Regulatory Board is paid 4o/o of the total billed revenue. The above refers to
outstanding balances as at the end ofthe year.

b) Transactions
During the year, the following transactions were entered into with related parties:

i) Directors Emolumcnts

ii) Kcy managcmcnt compcnsalion

Water scrvices regulatory board 639;132 I 14,636
Total 639,732 I | {.636

Directors fees and allowances 967.400 703,000
Total 967,400 703.000

Salaries and orher benefits 6,7 | 5,980 5,989.740
Total 6,7 r 5,980 5,989,740

17

20r9-2020 20r 8-20 | 9

Kshs Kshs

2019-2020 20 t 8-2019
Kshs Kshs

2019-2020 20t8-2019
Kshs Kshs



\ ,Ngagaka Water and Sanitation Company Limited

Annual Reports and Financial Statcments
For the year cnded June 30, 2020

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

20 FINANCIAL RISK MANAGEMINT POLICIES

Financial risk management objcctives

The organisation's overall risk management programme focuses on unpredictability of changes in the
operating environment and seeks to minimise the potential adverse ef'fecl of such risks on its
performance by setting acceptable levels ofrisk.

The major types of financial risks faced by the organisation are:

- Market risk
- Credit risk
- Liquidity risk

Market risk msnagement

(i) Foreign exchange risk

The organisation is not exposed to foreign exchange risk since it does not have foreign currency
transactions.

( ii) Interest rate risk

The organisation is not exposed to interest rate risk since it has no external borrowing

( ii) Price risk

The organisation does not hold investments that would be subject to price risk hence there is no
exposure to price risk.

Crcdit risk nranagcrlrent

Credit risk refers to the risk that a counter party will default on its contraclual obligations resulting in
financial loss to the organisation. The organisation measures, rnonitors and manages credit risk for
each receivable. The organisation's credit risk is prirnarily attributable to bank balances, trade and
other receivables. The amounts presented in the statement of financial position are net ol allowances
lor doubtful receivables, estimated by the organisation's managernent based on prior experience and
their assessment ofthe current economic environment.

The credit risk on liquid funds with financial institutions is also low, because the counter parties are
banks with high cred it-ratings.

The amount that best represents the organisation's maximum exposure to credit risk is made up as

follows:

l8
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Ngagaka Water and Sanitation Company Limitcd

Annual Rcports and Financial Statements
For tlrc year endcd .Iune 30,2020

NOTES TO TIIE FINANCIAL STATEMENTS (Continucd)

20 FINANCIAL RISK MANAGEMENT POLICIES (Continucd)

The debtors undcr the fully performing category are paying their debts

The receivables that are past due rclate to receivables overdue by over 30 days. The finance department is

actively following these receivables, No collateral is held with respect to the debt. The debt that is impaired
has bcen fully provided for.

l-iq uirlity risk managcment

The organisation managcs liquidity risk through continuous monitoring offorecast and actual cash florvs.

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

Thc table below analyses the organisation's Iinancial liabilities that will be settled on a net basis into relevant
rnaturity groupings based on the remaining period at the statement of financial position date to the contractual
maturity date. The amounts disclosed in the table below are the contractual undiscounted cash flows. Balances
due within l2 months equal their carrying balances, since the impact ofdiscounting is not significant.

30 ,,rnc 2020
Bank balances 3,5 55.904 3.555,904
staff advances

Tradc receivablcs r 3,892,255 25,542,393 ( r r.650.585)
Tolal t7,{JE.t59 J.555.90J 25.5.r2,393 ( | I,650,585)

30 .lunc 2019
Bank balances 6.05'? .286 6,05',7 ,286
staffadvances
Trade receivablcs t0.661,486 2t,967,01I ( I t,305,585)

t6,718,712 6,057,286Tot1ll 21,961,011 (l 1,305,585)

l9

Totalanrolrnt
Ks hs

Fulll'per[ornring
Kshs

Pnst duc
Kshs

Irnp irr(l
lr.s h s

Prudent liquidity risk management includes maintaining sufficient cash to meet organisation obligations.

Total n moutlt
Ks hs

Frlly pcrforming
Ksh s

Posl dIc
Kshs

lnrpniro(l
Kshs



L ,Ngagaka Water and Sanitation Company Limitcd

Annual lleports and Financial Statcments
For the year endcd June 30, 2020

NOTf,S TO THE FINANCIAL STATEMENTS (Continued)

20 FINANCIAL RISK MANAGEMENT POLICIES (Continucd)

Liquidity risk management (Continued)

Capital risk management
The organization manages its capital to ensure that it is able to continue as a going concern while maxirnizing
Ihe return to stakeholders.

The organization is not exposed to capital risk since it has no borrowings

The capital structure ofthe organisation consists of:

2t CONTINGENT LIABILITIES

The organization is exposed to various contingent liabilities in the normal course of operations.
Management evaluates the status of these exposures on a regular basis to assess the probability of
the organization incurring related liabilities. However, provisions are only Inade in the financial
statements where, based on the management's evaluation, a prescnt obligation has been

established.

22

23

21

CAPITAL COMMITMENTS

The company did not have capital commitments as at 30 June 2020.

CURRf,NCY

The financial slatements are presented in Kenya Shillings (Kshs).

INCOPORATION

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

J0 June 2020
2,597 ,7 68Payables 2,59'1,7 68

Ovcr 3 vears Total amou ntlrithin I year 2-3 vears
Kshs KshsKshs Kshs

30 Jure 2019
1 ,8 15,57 1Payables 1,8 t5,571

9,965,875 9,965,875Capital fund / reserves

20

$ithin I v€ar _2-3 lcors_
Ks hs

Over 3 tears
Kshs Kshs

2019-2020 2018-2019

Kshs Ks hs
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Ngagaka Watcr and Sanitation Company Limitcd

Annual Rcports and Financial Statcments
l'or lhc l car cndcd .Iu nc -10 ,2020

APPIINDIX I: PROGItIiSS ON FOLLOW tlP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the extemal auditor, and management comments
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.

Lack of intemal
audit

Waiting for
appearance at

County Assembly
PAIC

Waiting for
appearance at
County Assembly
PAIC

6",,,-$l'f)so,
t dt' Septen$er 2020

Chsirman o Ilou o/ Dircctors
I tlh Scptentbet 2020

Ilc fc rcn cc
No. on lhe
c\lcrnal

audit
Rcporl

lssue /
Obscrvations fronr
Auditor Ma nagcmcnt com mcnts

Focal Point
person to

resolve the issue
(Nonc on

lcsipnolion)

Sta lus:
(Resoltctl /

Rcsolwd)

Tinrcframc:
(Put fl dota whcn

)'ou e-rifecl lhc
issu( lo ha
resolrul)

Irregular water
maintenance and
rehabilitation
expenditure

The supponing documents are
in place.

Francis Njagi
CM

Not
Resolved

Interest offixed
deposit

The diflerence ofthe amount
of interest was ofno material
value.

Francis Njagi
CM

Not
Resolved

Waiting for
aPpearance at

County Assembly
PAIC

lnternal borrowing
from customer
deposits.

The intemal bonowing had
BOD authority.

Francis Njagi
CM

Not
Resolved

.1

NRW at 487o way
above the set bench
mark of25%

Non-revenue team is working
on the same to ensure the set
bcnch mark is attaincd.

Josphat Njogu
TM and Francis

Njagi CM

Not
resolved

2 -3 years

The Company has internal
audit in place.

Francis Njoka
CM

Not
Resolved

2l

Waiting for
appearance at
County Assembly
PAIC


