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KEY ENTITY INFORMATION

Backoround inf ormation

Limuru Water and Sewerage Company Limiled was incorporated on 13h March 2006 under the Companies

Act (Cap. 486) and is one of the agenls appointed by he Athi Water Servic€s Board (AWSB). The Company

is responsible for lhe efficient and economical provision ofwater and sewerage services.

The Company is registered as a Privale Company Limited by Shares. The Company is wholly owned by

County Government of Kiambu and is Governed by a memorandum and articles of Association.

Vision
The Company's vision is to be the centre of excellence in the provision of waler and sewerage servic€s

wilhin our area ofiurisdiction.

Mission
The mission is lo provide adequale and quality water and efficient sewerage services to the satisfaclion of
our customers wilhin our area of,urisdiction

Principal Aclivities
The principal aclivity of Limuru Water and Sewerage Company is to ensure efllcient and effeclive provision

of water and ser€rage services in our area ofjurisdiction. The mandate and obiective of Limuru Walel and

Sewerage Company is enshrined in the memorandum and aftcles of association. The pdncipal objective ol
the company is lo carry out the business of water and sewerage services provision within lhe area under its

Jurisdiclion as provided for in the Service Provision Agreemenl lvith Alhi Water Services Board

The key objecls ol lhe mmpany as enumerated in the Memorandum and Articles of Association includes

1. Carrying on business ofwater and sewerage services in Limuru and Lari Disticts
2. l,llanaging lhe assets leased t? the company by the Alhi Waler Services Board (AWSB) and now

owned by Counly Govemment of Kiambu.

3. The Company is responsible for lhe Operations of Limuru Sewerage Plant, Bathi Water Treatment

Plant, Kijabe Water Supply and Boreholes in Limuru and Lan Districts

Corporate Contacts

I elephone : 1254) 7 2505421 2

E-mail: liwaseco@yahoo.com
info@limuru water.qo ke

Websile www.Imuruwater.oo ke
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KEY ENTITY INFORMATION Continued

Corporale Bankers

Kenya Commercial Bank

Limuru Branch
P.O Box 933 - 00217

Limuru

Post Eank- Kiambu branch

Head office

P.O. 8ox 30311-0100

Nairobi, Kenya

Safarimm i/-Pesa money transfer service

Pay Bill No. 895900

lndependent Audltors
Office of the Auditor General
AnniveEary To',vers, Universily Way

P.O. Box 30084

GPO 00100
Nairobi, Kenya

Principal LEgal Advise.s
The Attomey General

Stale Law Office

Harambee Avenue
P.O. Box 401'12

City Square 00200
Nairobi, Kenya

Registered Officor
P O Box 1286-00217

Maji Cenlre Building
Hospital Road

Limuru, KENYA

Corporato Headquarlsrs
Maji Cenlre Building
Hospital Road

P O. Box 1286-002'!7

Limuru, Kenya



THE BOARO OF OIRECTORS

The Direclors who served the enlity during the yeariperiod were as follows

1. Prof . Eng Bernard Nioroge

2. Eng Philip Gichuki

3. Emma Nganga

4. Eng Andrew Muigai

5. Dominic lchugu Gachanja

6. Bishop Solomon War/eru

7. SamuelGalama
8 Ndungu Wa Munywe

9. Prof Stephen Niuguna

10 James llluriuki

- Chairman
- Chief Executive

- Appointed on

- Appointed on

- Appoinled on

- Appointed on
- Appointed on
- Appointed on

- Appointed on
- Appointed on

- Appointed on
- Appointed on

.26 March 2019

.26 March 2019

..26 March 2019

..26|!!arch 2019

. 26 March 2019

..26 March 2019

.26 March 2019

..26 f.iarch 2019

.26 [,larch 2019

..26 [4arch 2019
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2. Charles Wahogo l,iuiru

[,4anaoi Director
Profossional Oualif ications:
-Waler ChemislMsc. Public heallh (Kenyatta University) Conlinuing.
-Bachelor of philosophy Applied Eiology (Technical University).
-L,4ember ol IOD(K)
-Full member KIM

Erporionco:
28yrs experience in waler seclor i.e. Min. of water, NWSC, AWSB

and Limuru water & sewerage company.

Finance and Administralion l\,4anaoer

Protessional Qualif icalions;
Accountant
Academic Qualif lcations
CPA Part Two

B.E.D Acmunts and Economics (U.0.N)

Exporienco:
13yrs Experience in water sector and different inslitutions

3 Teresia N Mwaura

4. Joseph M Kyule

I

Professlonal Qualifications: Diploma water Engineering-Kenya

Polytechnic.
-Higher Diploma Consltuclion-Kenya Polytechnic.

Acadomic 0ualifications:
A-Level-St Brigid s Kitale

Experience: 29yrs expenence in waler sector i.e. [,4inislry of water &

Limuru Waler
Commercial Manaoer

Prof essional Qualif ications:
Diploma-Water Technology(KEWI)
Academic 0ualiflcations:
A-Level-Kenyatla High School l,lwatate

Exporiencoi
25yrs Experience in waler sector in different institutions i e. lllin.
Waler, AWSB,NWSC, Limuru water & Seweraqe Ltd.

Technicall\.lanaqer

l
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CHARIMAN'S REPORT

1. ll.lTRoDUCTlON

ll gives me pleasure lo present lo you the financial reporl for the year ending 30h June 2019. During the
financial year lhe company celebraled 13 years since inception The company has over lhe years provided safe,
reliable and affordable water lo our cuslomers, we serve all areas in Limuru sub-county and part of Lari sub-
county which is an area of 286km2 with a lolal population of 280,000. The company is divided in four
administrative schemes namely; Limuru, Bathi, Llplands and Thigio. We have partnered with some mmmunity
water projects, Bibirioni and Kamiilhu through a lhird parly service provision agreement to supply waler in our
area ofjurisdiction and increase in mverage.

3. APPRECIATION

As the Chaiman of the Board, I arn committed to providing leadership that espouses principles of good
governance 0n behalf of the Board and Management, I wish to express our appreciation to shareholders,
development parlners and our customers for their support dunng he period. Our development partners are The
World Eank who drilled and equipped our Loromo boreholes, the Minislry ot Waler Environment and Nalural
Resources who helped in laying our Ndeiya pipeline lhrough Athi Waler Developmenl Agencies and African
Development Bank who are undertaking our sewerage project lhrough the Kenya Towns Sustainable Wate.

Supply and Sanitation Program projecl I also thank the Management and all employees who have conlinued lo
work diligently and exhibited resilience in challenging times Lastly, I thank my fellow Board members and urge
lhem to work zealously in the best inlerest of the Company.

w
Cha rman

(,

Prof. Stephen Nluguna

2. PERFORi'ANCE

During the year ended 30$ June 20'19 the company focused on key objeclives as stated in lhe slrategic plan

which includet increased mverage, llnancial suslainability, operational suslainability and cuslomer salisfaction.
The c.mpany registered some posilive growth in customer base, revenue collection, billing, operational slabilily,
good governance among others although wilh some shorlcoming here and there.
The company's revenue increased by Kshs '178,207 from Kshs 94,352,898, lo Kshs 94,53'1,105 in the previous
year. This groMh is atlributed to increased water billing as a resull of increase in new customer connections.
However, the operational cosl increased by Kshs 526,786 from Kshs 107,443,968 to Kshs 107,970,775 the
increase in cost is as a resull of increased cost of operations and staff cost as a result of annual salary
incremenl. The company made a deficit of Kshs 13,439,649 as compared to a deficit of Kshs 13,091,070 in the
previous year which is an increase in loss by Kshs 348,579.
The company's operations were challenged by;

. high produclion cosldue lo electricity bills and chemicals

. High operational cost where larifl review was expected to mitigate this as the company is still operating

under 2010 approves regular tariff by WASREB

. Slow pace of complelion of development projecls like Loromo borehole, ndeiya pipeline which were

supposed lo generale more revenue

However, some of the above challenges are being addressed lhrough our limiled company capacity and by
parlnering with olher stakeholders such as County Govemment of Kiambu and Athi Water Works Developmenl
Agency.



I am pleased to present lo you the financial reporl for lhe year ending 30s June 20l9.Our role as a water
services provider is lo provide water and sewerage services within Limuru and part of Lari sub-counties of
Kiambu Counly. Provision of water and sewerage services is crilical considering lhat waler is now a
conslitutional nght and in this regard the company made remarkable progress in the quesl lo enhance our
network coverage and improve reliability ol waler supply lo our customers.

2.PERFORMANCE

The company made some slrides during the llnancial year lowards achievement ol our stralegic objeclives. The
lollowing are some of the achievemenls made during the linancial year.

. Drought trlitigation Proiect
The world Eank through Athi waler worts Developmenl Agency drilled and equipped three boreholes under the
droughl mitigation 2, namely Redhill, Kirin and nev/ Manguo boreholes. The boreholes are lo serve lhe following
area;Kinri Borehole, it has a produclion capacity of 9m3 ll is meant to supply water lo Kiriri village i;
Ndeiya-Redhill borehole, lt is meanl to suppty water to customers in Malhanja viltage, and Redhill and liaruri
water. This poect was operationalized during the linanciat year and it is supplying water to Karuri region while
Manguo New borehole lie borehole is meant lo supply waler lo residents of Kamandura and Koyani in Limuru
town

. TigoniWater Supply
Tigoni water supply the water supply was completed in the financial year, it has a daily produclion capacity of
2000m3. lt was meanl to supply cuslomeE in Tigoni, Karanjee, Kabuku and Karuri Water. However, the project
was not operationalized during the nnancial year

. Loromo boreholes
Loromo borehole, Power lor Loromo boreholes was inslalled in the financial year and the pipes for Ndeiya wec
layed in the same period.

. Sewerage Poect
Pipe laying for our sewer network began in the financial year lhrough Kenya Towns Suslainable Supply and
Sanitation Program towns program.

MANAGING DIRECTOR'S REPORT

,I.INTRODUCTION

Margarel l\.4aina

lVanaging Director

It is worth noting that the above project will have a major impacl in our cash flows suslainability of lhe company
after lhey are alloperationalized

3.APPRECIATION

I am moslthankfulto County Government of Kiambu, AlhiWaler Wo s Developmenl Agency, Limuru and Lari
sub'counlies, allour customers, our suppliers and bankers for lheir supporl and loyalty and we assure lhem of
our determination lo continually improve lhe qualily of our services. Finally, I would like to express my deep
appreciation for the dedicalion and commitmenl of Board of Directors, l\.4anagement and Statf of Limuru warei.
Without lheir commitment, hard work and teamwork lye would not have come this far

1
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CORPORATE GOVERNANCE STATEMENT

Limuru Water and Sewerage Company is a semi-autonomous entity in accordance tr/ith lhe provisions of the

Water Acl 2002. The company is governed by a Board of Directors (8OD). There are four board committee

which oversee the running of the mmpany The commitlee compnses of: Technical Commitlee: Finance and

Administration Commiltee, Audil, Risk and Governance Commitlee and Full Board. The committee and full

board meet four limes a year as per the boad committee calendar.

Below the BOD, is the Managing Direclor (MD), followed head of departmenl which forms lhe management

team and then the section heads. This is followed by other members of staff. The BOD including the MD have

signed a Code of Conduct and the lenets therein, are adhered to as appropriale.

The 800 is directly accountable lo the shareholders and every year the company holds an annual general

meeting (AG[,r), the directors provide a report to shareholders on lhe performance of the company and its future
plans. The objects oflhe company are delined in the Memorandum ofAssocialion and regulalions are laid oul in
the Articles of Associalion. The board of directols key purpose is lo ensure the company is meeting ils
obligations by collectively directing the company's affairs, whilsl meeling the appropriate interesls of ils

shareholders and stakeholders. ln addition to business and financial issues, the BOD deals with challenges the

company is facing, and issues relating lo corporate governance, corporale social responsibility and coPorale
ethics

ti



MANAGEMENT OISCUSION ANO ANALYSIS

Tho company's opsrationaland financial pet ormance
During the Rnancial year the company made a delicit of ksh 15,312,246 mmpared lo a defrcil of 13,091,070

dunng the previous fnancialyear. The increase in loss was occasioned by increased operalionalcast and staff

cost as a resull of annual salary incremenl.

Company's compllance wilh statutory requirements
The mmpany complied with statulory requiremenl like payment ol NHIF NSSF, PAYE, WIBA and contribution

to pension schemes. Nevertheless, we have areaB in other slalulory obligations like pension, lease fee,

regulatory levy and abstraction levy to WARMA and audit fee

Major risks facing the company
The major risk facing the company is lhe going concern of the mmpany as a result of lhe ongoing process of

consolidation of water companies in Kiambu County

Material arrears in slatutory/financial obligations
We have the following as lhe malerial balances in the year under leview are as follow;

1. Lease Fee to AWSB Kshs 29,215,454

2. Regulatory Levy Kshs 3,137,742

3. Abslraction Levy Kshs 1,242,291

4 Pension 3,963,788

The company's llnanclal problty and serious govemance issues

The company does not have any financial probity or any govemance issues, since the company has risk

managemenl in place and adequate intemal mnfols At the moment the company is under going through he
process of reslrucluring/consolidation
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Developmont Proiocts
We have tabulated our development poects in terms of status, etfects and proposed intervention.

No



CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Limuru water and sewerage company's ftrporale Social Responsibility focus on Education, Health,

Environment and Emergency Response like fire outbreak. These initialives portray the company's commitment

lo businesses lhat contdbule to sustainable economic development by working with local communities and the

sociely at large, to improve their lives

Limuru Waler and Sewerage Company parlicipates in Corporate Responsibility activities in order lo support

situations lhat enable the community in our area ofjurisdiction realize their full polential and empower people in

lerms of information, educalion and communication The mmpany has engaged in tree planling activity during

lhe frnancial year in order to conserve the environment. Our Coeorate Social Responsibility Practice will

conlinue to focus on undeBtanding the community's need and improving strategic interaclions.

l{)
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REPORT OF THE OIRECTORS

The Direclors submil their report together wilh the audiled llnancial statemenls fol lhe year ended June 30,

2019 which show the stale ol Limuru Walel and Sewerage Company affahs.

Principalactivities

The principal activities of the entity are to ensure the economical ploYision of water and sewerage services in

Limuru and part of Lari Sub County

Results

The results of the enlity for the year ended June 30, 2019 are sel oul on page'|3 to 39

Dividendg

The Directors do not recommend lhe payment ofdividend for the year.

0irectoG

The members of lhe Board of Direclors who served duling the year are shown on page 5

Auditors

The Office of the Auditor General is responsible for the statutory audit ol Limuru Waler and serYerage Company

Limited in acmrdance with Article 229 of the Constitulion of Kenya and lhe Public Audit Aci 2015, which

empowers the Office of lhe Auditor General to nominale othel auditors to carry out the audit on his behalf.

L4s, Josphine [.,!urilu

LIMIJ'RU WATER & SEWERAGE COMPANY LTD FINNNCIAL STATEMENTS
FOR TFIE YEAR ENDED 3OTH JUNE 2019



STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Managemenl Act, 20'12 and Companies Act, require the Directors lo prepare

financial statements in respecl of Limuru Waler and Sewerage Company Limiled, which give a true and fair

view ol the stale of affairs of the Company at the end of lhe linancial year/period and the operaling resulls of

the Company for that yearlperiod. The Directors are also requked lo ensure thal the Company keeps proper

accounting remrds which disclose with reasonable acruracy the linancial position of the Company. The

Directors are also responsible for safeguarding the assets of Limuru Waler and Se',t/erage Company Limiled.

The Directors are responsible for the preparation and presenlation of Limuru Waler and Se',,/erage Company

Limiled frnancial statemenls, which give a true and fair view of the stale of affairs of lhe Company for and as al

the end of the llnancial year {period) ended on June 30, 2019. This responsibility includes: (i) mainlaining

adequate llnancial management arangemenls and ensuring thal lhese mnlinue to be etfective throughout lhe

reporting period; (ii) maintaining proper accounting records, \,rhich disclose with reasonable accuracy at any

lime the linancial position of the entity; (iii) designing, implemenling and mainlaining intemal conlrols relevanl

lo the preparation and fair presentation of the llnancial statemenls, and ensuring thal lhey are free from

malerial misstatements, whelher due t0 error or fraud, (iv) safeguarding the assets of lhe Company; (v)

selecting and applying appropdate accounting policies, and (vi) making accounting eslimates that are

reasonable in lhe circumslances.

The DirectoB accepl responsibilily for Limuru Water and Sewerage Company financial stalemenls, which have

been prepared using appropriale accounling policies supporled by reasonable and prudent judgemenls and

eslimates, in conformity wilh lntemalional Financial Reporting Standads {IFRS), and in lhe manner required by

the PFlil Act, 2012 and the Slale Corporalions Act. The DrrectoE are of lhe opinion that Limuru Water and

Sewerage Company Limiled financial slatements give a lrue and fair view of lhe state of the Company

transacljons during the llnancialyear ended June 30, 2019, and ofthe Company financial posilion as at that date.

The Directors further mnfrm the compleleness of the accounting recods mainlained for lhe Company which

have been relied upon in lhe preparation of lhe Company's financial statemenls as well as lhe adequacy ol the

syslems of intemal fi nancial control.

Approval of the financial statements

Limuru Water and Sewerage Company financial stalemenls were approved by the Board on 30r,,Seplember

2019 and signed on its behalf by:

l\,,1r. John l\.4wivilhi lVulie It rs l!!argarelW Maina

r.\L
Managing DirectorChief ENR

t2
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Nothing has mme lo he attention of the Direclors to indicate that Limuru Water and Sewerage Company will not

remain a going mncem for al least the next twelve months from lhe date of this stalemenl
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REPORT OF THE AUDITOR-GENERAL ON LIMURU WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDEO 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Limuru Water and Sewerage
Company Limited set out on pages 13 to 38, which comprise the statement of financial
position as at 30 June, 2019, and the statement of profit and loss and other
comprehensive income, statemenl 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 intormation in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 20'15. 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 seclion of my report, the financial statements present fairly, in all material
respects, the financial position of Limuru Water and Sewerage Company Limited as at
30 June, 2019, 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
Companies Act, 2015, and the Water Act, 2016.

Basis for Qualified Opanion

1.0 Proporty, Plant and Equipment

The statement offinancial position reflects property, plant and equipment balance totalling
Kshs. l8, l62,042 as at 30 June, 2019. The balance includes the valua of a plot of land of
undisclosed size valued at Kshs.760.000 whose ownership documents were not
presented for audit review.

Further, examinalion of assel records indicated thal one motor vehicle and four motor
cycles operated by the Company but registered in the name of AthiWater Services Board
(AWSB) were not included in these financial statements. As a result, ownership of the
assets by the company could not be confirmed.

ln view of these anomalies, the valuation and completeness of the property, planl and
equipment balance totalling Kshs.18,'162,042 reflecled in the statemenl of financial
position as at 30 June,2019 could not be confirmed.

Repol ofthe Au.litot-Gcnerul on Lmuru lt'atu and SNerdge ('onPunr lot the var en.led 30June, 20t9



2.0 Customer Doposits

The 
^statementofJinancial 

position reflects customer deposils totalling Kshs.9,g53,OOO as
at 30 June, 2019. However, the bank statement for customer depiosits account as at
30 June, 2019 reflected a balance of Kshs.696,966 resulting in an unexplained variance
of Kshs.g,156,034 between the two sets of records.

Further, Kshs.6,000,000 borrowed from deposits account by Management and used in
operational activities in 20'1212013 had not been returned to the account as at
30 June, 2019. No satisfactory explanation was provided on how the amount was spent
and why it was not paid back to the account.

3.0 Trade and Other Rsceivablss

The statement of financial position reflects trade and olher receivables net balance
totalling Kshs.'16,602,205 as at 30 June, 2019. However, the ageing analysis provided for
audit reflected receivables totalling Kshs.14,729,609, resulting in an unreconciled
variance of Kshs. 1,872,587.

As a result, the accuracy and completeness ofthe trade and other receivables net balance
totalling Kshs.'16.602,205 reflected in the financial slatements could not be confirmed.

4.0 Operating Loss in Revenue Reseryes

The statement of prolit and loss and other comprehensive income reflects an operating
loss totalling Kshs.13,439,649 for the year under review whereas the revenue reserves
accounl reflecled in the statement ofchanges in equity reflects a loss ofKshs..15,312,246
for the year- The variance totalling Kshs.1,872,597 was not explained and as a result, the
accuracy of the reported loss could not be confirmed.

5.0 Material Uncartainty in Relation to Going Concern

The tinancial statemenls have been prepared on a going concern basis. However, the
statement of profit and loss and other comprehensive income indicates that the Company
reported an operating loss of Kshs.'13,439,649 for the year ended 30 June, 2019. Thi
loss depleted furlher the revenue reserves of thJ Company from a debit of
Kshs.54,415,909 as at 30 June, 2OiB to Kshs.67,855,558 as ai 30 June,2019. Further,
the Company's current liabilities totalled Kshs.66,36g,gg7 and its cunent assets
Kshs.19,299,370 resulting in a negative working capitat of Kshs.47,069,5.16 as at
30 June,2019.

The unfavorable performance and financial position indicates that the Company may nol
be able to meet its monetary obligations as they fall due. This may denote the existence
ot a malerial uncertainty that casts significant doubt on the Company's ability to continue
as a going concern. Management has not disclosed the actions it has taken. or intends
to take, to improve the performance of the Company. ln view of the unfavorable situation
faced by the company, sustainability of its servicej may depend on continued financial
support from the County Government of Kiambu, and creditors and bankers.

epo ofthe ludito*Genetal on Linuru Wuter dnd Seve,aAe Conpawlor the,,e$ ended 30 June, 20tgR
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Limuru Water and Sewerage Company Limited
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion

Key Audit Matters

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

Other Matter

1.0 Budget control and Performance

1.1. Under-Collection of Revenue

The statement of comparison of budget and actual amounts indicates that the Company's
income budget for the year under review totalled Kshs.1 34,400,000 receivable from water
sales and miscellaneous collections. However, actual income totaled Kshs.94,53'1,105
resulting to an under-collection of Kshs.39,868,895.

'1.2. Under-Absorption of Capital Expenditure Budget

The budget document indicated that the Company had budgeted to spend
Kshs.7,662,800 on capital projects in the year under review. However, actual expenditure
totaled Kshs.2,198,400, resulting in under-expenditure of Kshs.5,464,400 or 71% of the
budget.

Failure to meet the revenue and expenditure targets may have constrained provision of
water to the residents of Limuru in the year under review.

2.0 Prior Year lssues

The report for the 20'17/2018 financial year raised several issues relating to the balances
reflected in the financial statements and on laMulness and effectiveness on use of public
resources and internal control, risk management and governance. The matters had not
been resolved as at 30 June. 2019.

Other lnformation

The Directors are responsible for lhe other information. The other information comprises
the report of Direclors 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 nol cover the other information and I do not
express an audit opinion or any form of assurance thereon.

Repo ofhe Auditotcenerul on Linuru Water and Severuse Compunt fot the reat ended 30 June, 2019
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REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Water records indicated that the Company produced 1 ,564,362 cubic meters (m3)of water
in the year under review, out of which only 1,057,140 cubic meters (m3) were billed to
customers. The balance totalling 507,222 cubic meters (m3) or 32.42% of the totat output
were denoted as Non-Revenue Water (NRW). The NRW was 7.4 percentage points
above the allowable water loss threshold of 25% set in guidelines issued by the Water
services Regulatory Board. The NRW may have resulted in loss of sales estimated at
Kshs.32,511,215 equivalent to 35% of total bittings recorded in the year. The NRW
implied that a significant amount of the Company's water is lost before it is billed to
customers, or some of its customers obtain the water free of charge.

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 materjal respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Repo t)[t1e Auditor Ctntrdl on Linwu bdtet and ScwetuEe Conpory'./ot the teur ektttd 30.tune, 20 tg
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ln connection with the audit of the financial stalements, 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 lhis 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.

Conclusion

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

Basis for Conclusion

Non-Revenue Water



Basis for Conclusion

Suspension of Board of Directors

Examination of documents provided for audit revealed that the Board of Directors' was
suspended in January, 2018 by the County Government of Kiambu to , reportedly , allow
re-organization and merger of public water companies in the County. The action may
have hindered policy making and good governance as the functions of the Board
prescribed in Section 79(1) of the Water Act, 2016 were left unattended.

ln addition, the Company did not hold an Annual General Meeting as required by the
Companies Act, 2015.

The auditwas conducted in accordance with ISSAI 23'15and lSSAl2330. The standards
require that I plan and perform the audit to obtain assurance about whether processes
and systems of internal control, risk management and governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is

sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

(ii) in my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books and

(iii) the Company's statement of financial position and statement profit and loss and
other comprehensive income are in agreement with books of account.

Responsibilities of Management and Board of Directors

l\,lanagement is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and
requirements of the Companies Act, 2015, 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 assessment ofthe effectiveness of internal control, risk management and governance.

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

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

Report ofthe Auditot-ceneral on Linuru Watet and Sewerage Conpany lor the year ended 30 June. 2019
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is responsible for ensuring lhat 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 reporling 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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decasions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the efiectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7('l Xa) 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 evalualion 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.

Repo ofhe Aulibt-Ocnetdl on Linutu tttt{ and Se.|,."rutse Conpany rr the yeat ended 30 June. 20t9



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

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

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

Conclude on the appropriateness of Management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of
the Company to continue as a going concern. lf lconclude that a material uncertainty
exists, I am required to draw aftention 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 as a going concern.

Evaluate the overall presentation, structure and content of the flnancial 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 statemenls.

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

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any signiflcant 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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPA Na
AUDITOR-GENERAL

Nairobi

10 Januaty , 2022

BS
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LIMT,'RU WATER & SEWERAGE COMPANY LTD FINANCIAL STATIMENTS
FOR THE YEAR ENDED 3OTH JUNE 2019

STATEMENT OF PROFITAND LOSS AND OTHER COMPREHENSIVE INCOME

Notes

INCOME

Operating lncrme

Granl lnmme

EXPENSES

Staff Cosls

Operations Cosls

Adminislration Costs

GeneralExpenses

Eoard Expenses

Profiuloss

6

7

2019

Kshs

94 378,355

152 750

2018

Kshs

94,352,898

8

I
10

11

12

1.1

42,668,333

42,531,777

7,494,511

15,276,133

107,970,755

41,708,239

38,444,U3

9,807,784

16,031,862

1,411,7 40
107,1,13,968

__19.!!L!95 e4,352,8e8

__(]!l!9I4e) __1M91070



STATEMEI.IT OF FINANCIAL POSITION

N0N-CURRENT ASSETS
Property. Plant and llquipmcnt's

CURRENT ASSETS
'frade and Other Rccci!ables
lnventor-1

Cash and Cash Equivalent

TOTAL CURRENT ASSETS

('t RRU\I t.lAtlt t _t't us

-l 
rade and Other I'ayables

Customer Deposits

fotal Equily and l,iabililics

l\,lr John

Chief Ofii ENR

56.515.886

9,853,000

Notcs

ll

2019
Kshs

r 8,162.042

18.162,042

16.602,205

1.361,315

r.335.830

r9r99,370

2018

Kshs
17.708.861

17.708.861

12.803.962

48t.751
4,243.418

r7,s29,19t

t4
l5
t6

l7
t

l9

l7,16l,ll I 35,238,05t

40

38,948.043
(67,855,558)

(28,907,,17s)

40

38,948,041
(54,4t5.909)
(l5.467,826)

66,368,886

41.649.871

9,056,000

50,705,877

37.46t.4t 1 15,218.05 t

Mrs. Margaret W ltlaina

Managi|lg Director

l.l

LIMI.]RU WATER & SEWERAGE COMPANY LTD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JLINE 2019

'li,tal Assets

EOUITY AND LIABILITIES
Crlrital aod Reserves

Share Capilal
Capital Reservc

Revcnue Rescrve

Total Capital and Reserves

TOTAL CT]RRENT
I,IABILTTES

20

2l



LIMURU WATER & SEWERAGE COMPANY LTD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JL]NE 20I9

STATEMENT OF CHANGES IN EQUITY

Sha16

Capital

Kshs

Capital

Reseryes

Kshs

Revenue

Reserves

Kshs

Total

Amount

Kshs

40.00 (35,534,209.13) 38,948,043.00 3,413,873.57

13,091,070.4113,091,070.41

Balance as at 30th June 2017 40.00 (48,625,279.84) 38,948,043.00 (9,677,196.84)

Balancs as at lst July 2016

Deficit for lhe year 2016-2017

Balance as at 1st July 2017

Delicil for lhe year 20'17-2018

Balance as at 1st July 2017

Detlcilfor lhe year 2017-2018

(48,625,279.84)

(13 091,070 41)

40.00 38,948,043.00 (9,677,196.84)

(13,091,070.41)

Balance as at 30th Juns 2018 40.00 (61,716,350.25) 38,948,043.00 122,768,267.25].

Share

Capital

Kshs

40.00

Capital

Reserves

Kshs

Revenue

Reserves

Kshs

Total

Amounl
Kshs

(41,324,838.47)

(13,091,070.41)

38,948,043,00 (2,376,755.47)

(13,091,070.41)

Balancs as at 30th June 20'18 40.00 (54,415,908.88) 38,948,043.00 (15,467,825.88)

Balance as at 1sl July 2018

Deficit for the year 2018-2019

40.00 154,415,908.88) 38,948,043.00 (15,167,825.88)

(1531??46 10) 15,312,246.10)

Balanc€ as at 30th June 2019 40.00 (69,728,154.98) 38,948,043.00 (30,780,071.98)
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STATEMENT OF CASH FLOW

Cash Flow from operating Activities

Net Cash Generaled fromi(Used in) Operations

Cash Flow from lnvesting Activitios

Purchase of Fixed Assets

Net Cash Generated from/(Used in) investing aclivities

Net lncrease/Decrease in Cash & Cash Equivalent

Cash & Cash Equivalent in the beginning of the Period

Cash & Cash Equivalent at the end of the Period

2019

Kshs

201It

Kshs

22 (709,248) 1,427,080

13 (2,198,400) (1,850,000)

16

16

(2,907,6,18)

4,243,478

1,335,830

\422,9201
4,666,398

4,243,178

l6
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LIMURU WATER & SEWERAGE COMPANY LTD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

BUDGET

201812019

ACTUAL
201812019

INCOIV E Kshs VARIANCE %VARIANCE

Operatinq lncome 134,400 000 94 378,355 40,021,645 29.78

Grant lncome 152,750 (152,750)

134,400,000 94,531,105 39,868,895 29.66

EXPENSES

Stafl Cosls 47 322,000 42,668,333 4,653,667 983

0peralions Costs 51 450,000 42,531,778 8,918,222 17.33

Administration Costs 20 s23,600 9,367 108 11 156,492 54 36

General Expenses 14 841.600 15,276133 (434,533) (2.93)

Board Expenses 2 700,000 2,700,000 100.00

136,837,200 109,843,352 26,993,848 19.73

DEFICIT FOR THE YEAR 12,437,2001 (15,312,246) t15,312,2461 624.27

Variance Explanation

A. Operaling income.

The company was not able lo meel the budgel for operating income i.e. il had a variance of 29.66% This is

because the mmpany had hoped thal lhere will be increased revenue as a result of operationalization of Tigoni

and Loromo projects

B. Stafi Cost
The company had anticipated that the staff cost would go high after operationalization of the projecls that were

ongoing

C. Operations cosl
The cost of operations was expected lo go up as a result of increased cosl of electrcity and chernicals

D. Board Expenses
There \,vere no board expenses in the financial year since lhe company did not have a boald

l7
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I,IMI]RII WATER & SIWIRACE (]OMPANY I,TD FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Limuru water & sewerage company Lld entity was established in 2006 and derives its authority and

ac{ountability lrom by Company's Act {Cap 486). The entity is wholly owned by the County Govemment of

Kiambu and is domiciled in Kenya. The enlily's principal activity is to ensule efficient and emnomical

provision of water and sewerage services within Limuru Sub County and part of LariSub County.

For Kenyan Companies Act reporting purposes, the balance sheel is lepresented by lhe statement of

fnancial position and the pmlit and loss acmunt by lhe statement of prollt or loss and olher comprehensive

income in lhese financaal slatements

I'OR THE YEAR END!D3OTH JUNI 20I9

I,loTES To THE FINANcIAL STATEMENTS

2, STATEMET,IT OF COMPLIANCE AND BASIS OF PREPARATION

The llnancial statements have been prepared on accrual basis except for the measuremenl al re-valued

amounls of cerlain ilems of property, plant and equipmenl, markelable securities and financial instruments

at fair value, impaired assets al their estimated recoverable amounls and acluarially delermined liabililies at

their presenl value. The preparation of financial slatemenls in conformity with lntemalional Financial

Reporting Standards (IFRS) allows the use ol eslimates and assumptions. lt also requires management to

exercise judgement in the process of applying the enlity's accounting policies.

The financial statements have been prepared and presented in Kenya shillings, which is the funclional and

reporting currency ol Limuru Water & Sewerage Company Lld.

The financialstatements have been prepared in accordance with lhe PFM Act, the State Corporations Act,

and lntemalional Financial Reporting Standards (IFRS). The accounting policies adopted have been

consistently applied to all the years presented.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STANDAROS (rFRS)

i) Relevant new standards and amendments to published standards etfecliYe lorlhe year ended 30

June 20'19

,FRS ,6i Leasos

The new standard, effective for annual periods beginning on or afler 1st January 2019' introduces a new

lessee accounting model, which requtres a lessee to recognise assets and liabilities for all leases with a

tern of more than 12 months, unless he underlying assel is of low value. A lessee is Equired lo

recognise a nghl{f-use assel representing its righl lo use the underlying leased asset and a lease

liability represenling its obligation to make lease payments.

l13



LIMT]RU WATER & SIWERACE COMPANY LTD F INANC IAL STATIMENTS
FOR THL YIAR ENDED 3OT}I JT]NE 20I9

Application of lFRs 16 requires right{luse assels and lease liabilities lo be recognised in lespect of most

operating leases where the company is the lessee. This was nol applicable for Limuru waler & sewerage

company Ltd.

IFRIC 23: Uncettainty Ovet income tax trcatnents

The inlerpretation addresses the determinalion of laxable prolll (tax loss), tax bases, unused tax losses, unused

tax crediis and tax rales, when there is uncertainty over income tax trealments under IAS 12. lt specifically

mnsidels:

. Whether lax treatments should be mnsidered collectively

. Assumptions for taxalion authorities' examinations

. The delermination of taxable profit (tax loss), tax bases, unused lax losses, unused lax credils and lax

rates
. The effect ofchanges in facls and circumslances

Anondmonts to IFRS g ti{ed Prcpayment Fealurcs wilh Negative Compensalion (issued in Octobet

201n

The amendments, applicable to annual penods beginning on or atter 1 January 2019, allow enlities to measule

prepayable linancial assets wilh negative mmpensalion at amorlised mst oI fair value lhrough other

mmprehensive income if a specilied condition is mel.

Amendnents to lAs 28 titted Long-tem lnteresls in Associates and Joint venfrrres (issuod in octobet

2017)

The amendments, applicable to annual periods beginning on or after 1st January 2019, clarify that an entity

applies IFRS I, ralhel than IAS 28, in accounting for long'term inleresls in associates and joinl ventures.

Anendnents to IFRS 3 - Annual tmprovements to IFRSS 2015-2011 Cycle' issued in Decenbet 2017'

The amendments, applicable to annual periods beginning on or alter 1st January 2019, provide additional

quidance on applying the acquisition melhod to particular types of business combination.

Anendnents to IFRS 11 - Annual lnprovenenls to IFRSS 20112017 Cycle, issued in Decanber 2017

The amendments, applicable lo annual periods beginning on or after 1st January 2019, clarity lhal when an

entity obtains joint mntrol of a business lhat is a joinl operation, it does nol re-measule ils previously held

interests

Amendnents to IAS 12 - Annuat lmprovenents to IFRSi 201'2017 Cycle, issued in Decenber 2017

The amendments, applicable to annual pe ods beginning on or after '1st January 2019, clarify that all income tax

consequences of dividends should be recognised when a liability to pay a dividend is recognised, and that these

income lax mnsequences should be recognised in profit or loss, other comprehensive income or equily

according lo Mere the entity originally recognised the tlansactions to which they are linked'

l9



Amendnents to lAs 23 ' Annual lmproveneng to IFRSS 201 5-2017 Cycle, issued in Decenbat 2017

The amendments, applicable lo annual periods beginning on or after lstJanuary 2019' clarily thal lhe msts ol

borrowingsmadespecificallyforthepurposeofobtainingaqualifyingassetthalissUbstantiallycompletedcan

be included in lhe delermination of the u/eighted average of borowing costs for other qualifying assets

Amendnents to lAs 19 tilted Plan Anendment, cutailnent or settlement (issued in February 2018)

iii) Early adoption of standards

The entity did nolearly - adopt any new or amended standalds in year 2018

Together with the revised c,onceplual Franework published in [,larch 2018, the IASB also issued lmendmenls

;Hebrences to lhe Conceptuai Franewo in tFhs Standards. The document contains amendmenls to IFRS

i2, rris i irns o rrns 14, tAS I, IAS 8, tAs 34' IAS 37, IAS 38, lFRlc 12, lFRlc 19, lFRlc 20 lFRlc 22' and

srC-rz. r,iot urr amendments, however update those pronouncements with regard lo references lo and quoles

fro, tr,e tome*o* so that they reler to lhe rc\ised Cnnceplual Frcmework' Some pronouncements are only

uodated to rndicate whrch version ol lhe lramework they are referencing lo (the IASC flamework adopted by the

u{s-i'^ zool, rir. nsa framewo of 2010, or the new 1evised framework of 2018)or to indicate that definitions

i.'trr. rri.olro have not been updated with the nev/ definitions developed in the revised conceptual

Franewo*.

The amendmenls, applicable to plan amendmenls, curtailments or settlements occurring on or after the

beginning ol lhe fict annual reporling penod thal begins on or atter 1st January 2019' requires an entity to use

upiated ictuarial assumptions lo determine curent service cosl and net interest for the remainder of lhe annual

reportingperiodaflertheplanamendment,curtailmentorsetllemenlwhentheentityre-measulesitsnetdefined

benefit liability (assel) in lhe mannel specified in the amended slandald'

ii)Newandanendedstandadsandlnleryrelalionsonissuebutllotyeleftectlveinlheyealended3&,
June 2019

IFRS 17 lnsurance Contacls (lssued 18 ltay 2017)

IFRS 17 requrres insurance liabililies lo be measured at a cunent lulfillment value and provides a more unifom

measurement and presentation approach for all lnsurance contracts These requlremenls ale designed to

achieve the goal of a consistent, principle-based acc,unting for insurance contracts lFRS 17 supersedes IFRS

4 tnsurcnce C.anlracls as of '1 January 2021

Amandmeni6 to Referunces to the Conceptual Framewotk in IFRS Slardards (lssued 29 tlarch 2018-

Applicable fot annual pedods beginning 1 January 2020)

t0
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4. SUi,ltt|ARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle acmunting policies adopted in the preparalion ol these linancial statements are set oul below

a. Revonuo recognltlon

Revenue is recognized lo the extent thal il is probable thal future economic benelils will flow lo Limuru

Water & Sewerage Company Ltd and the levenue can be reliably measured. Revenue is recognised at

the lair value of mnsidelal,on received or expected to be received in the ordinary course of Limuru

Water & Sewerage Company Lld aclivilies, net of value-added lax (VAT), where applicable, and when

specillc crileria have been met for each of Limuru Waler & Sewerage Company Ltd activilies as

described below

i) Revenue from the sale of goods and serYices is recognised in the year in which Limuru Water

& Sewerage Company l-td deliveB products to lhe customer, lhe customer has accepted the

products and collectability of the related receivables is reasonably assured.

ii) Granls lrom National Government are lecognised in the year in which Limuru Water &

Sewerage Company Lld actually leceives such grants. Recurrenl grants ale recognized in the

slatement of comprehensive income. Developmenucapital grants are recognized in the slatement

of financial position and realised in the statement of comprehensive income over the useful life ol
lhe assets that has been acquired using such funds.

iii) Financo incomo comprises inlerest receivable from bank deposits and investment in securities,

and is recognised in prolil oI loss on a lime proportion basis using the effeclive interest rate

method

iv) Dividsnd income is recognised in the income slatement in the year in which the right to receive

the paymenl is established.

v) Ronlal incomo is recognised in the inmme statement as il accrues using the effective lease

agrcements

vi) Ohor lncome is recognised as it accrues

b. ln.kindconlributions

ln-kind contributions aIe donations lhat are made to Limuru Waler & Sewerage Company Ltd in the form

of actual goods andior services ralher than in money or cash terms. These donations may include

vehicles, equipmenlor personnel services. Where the financial value received fol in-kind contributions

can be reliably determined, Limuru Watel & Sewerage Company Lld includes such value in the

slalemenl of comprehensive income bolh as revenue and as an expense in equal and opposile

amounts; olherwise, the conlribulion is not recorded.

Property, plant and equipment

All categories of property, plant and equipmenl are initially recorded al cosl less accumulaled

depreciation and impairmenl losses

c
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Ceiain categories of property, planl and equipment ale subsequently canied at re-valued amounts,

being their f;ir value at the date of re-valuation less any subsequent accumulaled depreciation and

impairment losses Where re-measulement al le-valued amounts is desired, all ilems in an asset

category are re-valued through periodic valualions carried out by independent extemal valuers.

lncreases in the carrying amounts of assels arising from re'valualion are credited to olhel

mmprehensive income Decreases thal offsel previous increases in the carrying amount of lhe same

asset are charged against the revalualion reserve accounl, all other decleases are charged to prolit or

loss in the income statement.

Gains and losses on disposal of ilems of property, planl and equipment are delermined by comparing

lhe proceeds from the disposal with lhe net carrying amount of the items, and are recognised in prollt or

loss in lhe income statemenl.

d. Dopreciation and impairment of propetty, plant and oquipment

Freehold land and capital work in progress are not depleciated Capilal work in progress relates mainly

to the costs ofongoing but incomplele works on buildings and other civil works and installalions

Depreciation on prope(y, plant and equipment is recognised in the income statement on a straight'line

basis to write dorvn the cost of each asset or the le-valued amount to its lesidual value over its

estimated useful life. The annual rales in use are:

Buildings and civil works

Plant, Motors and machinery

l\,4olor vehicles, includrng motol cycles

Compulers and relaled equipment

oflice equipment, fumilure and fitlings

Water Melers

40 years or the unexpired lease period

4 years

4 years

3 years

8 years

5 years

A full year's depreciation chalge is remgnized both in the year of asset purchase and in the year of

assel disposal

llems of property, plant and equipment are reviewed annually for impairment. Where the carrying

amounl of an asset is assessed as greater lhan its estimated recoverable amount, an impairmenl loss is

recognised so that lhe assel is witten down immedialely to its eslimated recovelable amounl.

e. lntangible assots

lntangible assets mmplise purchased computer software licenses, which are capilalized on the basis of

costs incurred lo acquile and bnng lo use the specific software These msts ale amortized over the

eslimated useful life of lhe inlangible assets lrom the year lhat they are available for use, usually ovel

three years.

f. Amortization and impalrment of intangiblo assets

Amortizalion is calculated on the straighl-line basis over lhe estimated useful life of computer software

ol lhree years.All computer soflwale is reviewed annually fol impairment. Where the carrying amount of

an intangible assel is assessed as greatel than ils estimaled recoverable amounl, an impairment loss is

recognised so that the asset is writlen down immediately to its estimated recoverable amount'



g. lnvestment property

Buildings, or parl of a building (freehold or held under a finance lease) and land (freehold oI held under

an operating lease) held for long term rental yields and/or capital appreciation, and which are nol

occupied by lhe enlity, are classilied as investment property under non-current assets.

lnveslment properly is canied at fair value, reprcsenting open market value determined periodically by

independent extemal values. Changes in fair values are included in prolil or loss in the income

statement.
h. Financo and opsrating lsasas

Leases which mnfer substanlially all the risks and rewards of o'rrnership lo the entity are classifed as

finance leases. Upon initial recognition, the leased assel is measured at an amount equal to the lower of

ils fair value and he present value of the minimum lease payments' and the asset is subsequently

accountd for in accordan@ with tlre accounting policy applicable to that asset.

All other leases are trealed as operaling leases and the leased assets are lecognized in the stalement

of,inancial position to lhe extent of prepaid lease renlals at lhe end of lhe year' Payments made under

operating leases are remgnized in prolil or loss on a straighlline basis over the lerm of the lease.

Lease incentives received are recognized as an inleglal parl of the total lease expense over the tem of

the lease.

Fixed inlerest investments (bonds)

Fixed interest investments refer to investment lunds placed under Central Bank of Kenya (CBK) long-

term infrastruclure bonds and other corpolale bonds wilh the inlention of earning interest income

upon lhe bond's disposal oI maturity. Fixed inlerest investments are fleely traded at the Nairobi

securities Exchange. The bonds are measured at fair value through profit or loss

Ouotgd investments

Quoted inveslments are classified as non{urrent assets and compise ma*etable securities traded

freely at the Nairobi Securilies Exchange oI othel regional and international securities exchanges.

Ouoled inveslments are stated at fair value.

k. Unquotedinvestments

Unquoted inveslmenls slaled al mst under non{urrent assets, and comprise equity shares held in

other Govemmentowned or mntrolled enlities.

I lnventories

lnvenlories are slated at the lower of cost and net realizable value. The mst of inventories mmpnses

purchase price, import dulies, llansportalion and handing charges, and is determined on the moving

average price method.

ll
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m. Trade and olhor recsivablos

Trade and olher receivables are remgnised at fair values less allowances for any unmllectible

amounts. These are assessed fol impairmenl on a continuing basis. An estimate is made of doubtful

receivables based on a review of all outstanding amounts at the year end. Bad debts are'rvritten off

after allefforc al recovery have been exhausted

Taxation
Cunent income tax

Cufient inmme tax assels and liabilities for lhe curenl period ale measured al the amount expected

to be recovered from oI paid to the taxalion aulhonlies The lax rates and tax laws used lo mmpute

lhe amounl are lhose lhat are enacted or substanlively enacled, at the reporling date in the area

where the Enlity operates and generates laxable income. Cunent income lax relating to ilems

recognized directly ln nel assets is lecognized in flel assets and not in lhe stalement of financial

performance.

FOR THE YEAR ENDED 3OTH JL'N[ 20I9

n) Taxation

Curent income tax

Cunent inmme lax assels and liabilities for the curenl period ale measured at the amounl expected

to be recovered from oI paid lo ihe taxation aulhorilies. The tax rates and tax laws used to compute

the amount ale those that are enacled oI substanlively enacled, al the reporting date in the alea

where lhe Enlity operales and generates taxable income. Cunent income tax relating lo ilems

recognized directly in net assets is recognized in aet assets and

Manigemenl periodically evaluates positions taken in lhe tax returns with respect lo situations in

which applicable tax legulalions ale subject to intepletalion and establishes provisions whele

appropriate.

Delened tax

Defered tax is plovided using the liability melhod on lemporary differences between lhe lax bases of

assets and liabililies and their carrying amounts for financial reporting purposes at the reporting dale'

Deferred lax liabilities are lecognized fol all laxable temporary ditlerences, except in respect of

taxable temporary differences associated with investments in conlrolled entities, associates and

inlerests in ioint ventures, when the timing of the revelsal of lhe temporary differences can be

controlled and it is plobable that the tempolary differences will not reverse in lhe foreseeable futule

Defened tax assets are recognized for all deductible lemporary ditferences, the carry for'rald of

unused tax credils and any unused tax losses. Defened lax assets are recognized to lhe extent lhat it

is probable that laxable prollt will be available against which the deduclible temporary dilferences,

and the cary foMard of unused tax credils and unused tax losses can be utilized, except in respect

of deductible temporary ditferences associated with investments in controlled entities, associates and

interests in joint ventures, deferred tax assets are recognized only to the exlent thal il is probable lhat

the temporary differences will reverse in lhe foleseeable future and taxable profit will be available

against which the temporary differences can be utilized

21
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The carrying amount of deferred tax assels is reviewed at each reporling date and reduced to lhe

extent lh;l ii is no longer probable lhat sufficient taxable profit will be available to al6w all or part of

the defefied lax assei to be ulilized. Unrecognized deferred tax assets are re-assessed at each

reporling date and are recognized to the extenl lhal it has become probable that future taxable profits

will allow the deferred tax asset to be recoveled.

Defened tax assets and liabililies are measuled at the tax rates that ale expected lo apply in lhe year

when lhe asset is realized or lhe liability is setlled, based on lax rates (and tax laws) thal have been

eflacted or substantively enacted at the reporting dale.

Defered tax relating to items recognized oulside surplus or deficit is recognized outside surplus or

dellcit. Deferred tax items are recognized in correlation to the underlying transaction in nel assets.

Defered lax assets and deferred tax liabililies are otfset if a legally enforc€able right exists to set off

cunent tax assets against cunenl inmme lax liabililies and the delened taxes relate lo lhe same

taxable entity and the same taxalion authorily.

q. Trad6 and olher payables

Trade and other payables are non-interesl bearing and are canied at amorlized mst, which is

measured at the fah value of contractual value of the consideration lo be paid in future in respect of

goods and services supplied, whelher billed to the enlity or nol, less any payments made to the

suppliers.

Cash and cash squivalEnts

Cash and cash equivalenls comprise cash on hand and cash at bank' short-term deposits on call and

highly liquid investments with an original matunly of lhree monlhs or less, which are readily

conrertibie to tnown amounls of cash and are subiect to insignillcant risk of changes in value Bank

accounl balances include amounls held at lhe Central Bank of Kenya and al vanous Commercial

Banks at the end of the reporting period. For the purposes of these financial statements, cash and

cash equivalenls also include shorl term cash impresls and advances lo aulhorized public officers

and/or institutions wltich were nolsurTendered or acmunted fol at lhe end oflhe llnancial year'

p. Bortowings

lnterest bearing loans and overdrafls are initially recorded at falr value being received, net of issue

costs associated with the borrowing. Subsequently, these ale measured at amortized cosl using the

etfective inleresl rale method. Amortized cosl is calculaled by taking into account any issue cost and

any discounl or premium on settlement. Finance charges including premiums payable ol settlemenl

or iedemption ale accounted for on accrual basis and are added lo the carrying amount of the

instrument to lhe extent that lhey ale not setiled in the period in \ hich they adse. Loan interest

acaruing during lhe mnslruclion ol a prolect is capilalized as parl of the mst of the proiect

Rstirement bsnef it obligations
The entily operales three dellned pensions'schemes namely Local Authorities Pension Trust

(Cunently Counly Pension Fund'CPF), National Waler Pension Scheme and Minislry of Water

Pension Scheme fol all Perrnanent employees.

25

. LIMIJRU WATER & SEWERACE COMPANY LTD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JLTNI' 2019



LIMLIRU WATER & SEWE GE COMPANY L I]INANCIAL STA EMENTS

S

FOR THE YEAR ENDED 3OTH UNE 20 I9

The schemes are adminislered by Laptrust, Standard Chartered Bank and Brilish American lnsurance

respeclively. The employees contribute 120lo of Basic Salary and house allowance and employer

contributes 150/o of the basic and house allowance for Laplrust Scheme \/hile employees conlibutes

7.5% of lhe basic and house allowance and employer mnlributes 150/0 of the basic and house

allowance for both Minislry of Waler Pension Scheme and National Waler Pension Scheme.

The company also conlributes lo lhe statutory National Social Security Fund {NSSF). This is a defined

contribution scheme registered under the National Social Securily Act.

Provision for Btafl loavo pay

Employees' entillements to annual leave are recognized as lhey accrue at the employees. A provision

is made lor lhe estimated liability for annual leave at the reporting dale.

t. Exchang8 rate diflerences

The accounting records ale maintained in the functional currency of the primary econornic

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

the year/penod are translated into the funclional cunency using the exchange lales prevailing at the

dates of lhe transactions or valuation where items arc re-measured Any loreign exchange gains and

losses resulting Irom the setllement of such transactions and from the translation at year€nd

exchange rales of monetary assets and liabilities denominated in foreign currencies are recognised in

profit oI loss.

Comparative ,igurss

Where necessary comparalive figures for the previous linancial year have been amended or

remnfrgured to conform to the required changes in presenlalion

Subsequonl evonts

There have been no evenls subsequent to the financial yeal end wilh a signilicanl impact on lhe

financial statements lor the year ended June 30, 2019.

U

5. SIGNIFICANT JUOGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY.

The preparalion of Limuru water & sewerage company Lld financial stalements in conformity wilh lFRs

requiies management lo make judgmenls, estimates and assumptions thal affect the reported amounls of

revenues, expenses, assels and liabilities, and the disclosure of contingent liabilities, at lhe end of the reporting

period However uncerlainty aboul these assumptions and estimates muld result in outmmes that require a

material adiustmenl to the c€rrying amountol lhe asset or liabilily alfecled in future periods

ln lhe application of the company's accounling policies, which are described above, the directors are lequired lo

make judgments, estimates and assumptions about lhe carrying amounls of assels and liabilities thal are not

readili apparent from other sources. The estimates and associated assumptions are based on historical

experience and oher factors that are considered to be relevant Actual resulls may differ from these estimales.

The estimates and undedying assumplions ale reviewed on an ongolng basis.
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Revisions to accounling estimates are recognized in the period in which the estimaies are revised if lhe revision

,ri..ir onry tf,.tp"rioO or in the periods of i-he revision and luture periods if the revision affects both currenl and

future periods

Critical Judgments in Applylng Accountlng Policies

ln the process of applying the Company's accounting policies, management has made the following judgments'

,p.rf fio. if,o." ir*fiin-g estimations,'which have tie most signillcant effect on the amounts recognized in the

financialstatements:

Revenue recognition

Water revenui includes an assessment of water supplied to cuslome6 between lhe date of the last meter

"ioing 
,no the year end. The water sales is estimated usinq historicat consumption pattems taking inlo

account he total water usage by the customer.

Watet deposils
MoneyreceivedfromwatercustomersaSdepositisheldasanon-cunentliability'becauselhecompanywill
conlinue to olfer services to the customers for the foreseeable futule and the customers are not expected to

dismnlinue lheir use of water in the short run.

Key Sources of Estimation Uncetl,inty

The following are the key assumptions conceming the fulure, and othel key sources of estimation uncertainty

ai irre slateirent of fina;ciat position dale that has a signiltcant nsk of causing mateial adjuslment to lhe

carrying amounts of assets and liabilities within lhe next linancial year:

Prcpetty Plant & Equiqment
brliicai 6sfimates are made by the Directors in detemining depleciation 1ates of property plant & equipment'

;;p",! 
-il 

;;pilt is depreciated over its useful life taking into account residual values' where

appropnate.

Ptovision lot doubfiul debts

ir,e'eitirateO provrsion for doubtful debts is based on the period for which the debtx/as outstanding. General

prriirrr-.i. !.i.oritled where full lecovery ol lhe principal rs considered, dolrq1!,which is made against

;n;i;ed customer accounts net of deposits The company has made a general provispn of 5%

2'7



6 OPERATING INCOME

Eillings for the Year

i,liscellaneous lncome

8. STAFF COSTS

Basic Salaries

House Allowance

Company Statutory Cont bution

Leave Allowance

Other Allowance

Medical Expenses

casualWages

Staff Welfale

Electricity - Operations

Maintenance of Waler SUPPIY

Mainlenance of Sewerage Works

[,laintenance of Buildings and Stalions

Maintenance of Planland Equipment

Chemicals

10. ADMINISTRATIONEXPENSES

20't8

Kshs

92,713,398.03

1,639,500.00

7

'152,750.00

28,698,500.00

4,935,000.00

4 ,822,57 5.00

332,000.00

3,320,600.00

171,168.00

356.490.00

32,000.00

26,721,000.00

4,972,000 00

4,364,350.00

228,000.00

3,301,000.00

1,816,368.70

138,790.00

166,730.00

30,266,958 24

3,670 336.85

1,329,570.00

183,760.00

1,318,683.40

1,675,035.00

33,395,045.92

3,741,101.28

1,186,129.00

62,635.00

2,438,218.50

1,708,648.00

120,000.00

114,592.00

1,920,000.00

610,870.00

591,175.00

211,090.00

93,270.00

8,260.00

288,860.00

430,570.00

572,600.00

1,222,713.50

120,000.00

109,340.15

1,520,000.00

720,860.00

578,304.00

175,020.00

168,700.00

10,779.00

210,478.00

400,979.00

1,467,115.00

1 ,077 ,692.75
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Kshs

92,054,955.41

2,323,400.00

94,378,355.41 94,3s2,898.03

GRANT INCOI,IE

chemicals Received hom Ruiru Juja (AWSB)

9. OPERATIONS COST

Rent - oflic€

Electdcity - Oflice

Transporl Expenses - Fuel

Mainlenance of Motor Vehicle

Telephone

Stationery

Compuler Stationery

Pinting and Publishing

official Entertainment

Agency Fees

Billing Fee

Abstraclion (WRMA) Fees

42.668.333 00 41,708,238 70

'152,750.00

42 531.777.70 38,444,343.49



Advertisingand Publicity

Miscellaneous

Postage and Postal ChaBes

Library

Audit Fee

Fees and other Charges

Bank Charges

Slaff Uniform

General Provisions for Bad and Doubtful Debts 50/o

Specillc Provision fol Bad and Doubtful Debts

1I. GENERAL EXPENSES

Travelling and Accommodation

Maintenance of office Equipment

Training and Education

Hire of Plant and vehicles

lnsurance of Vehicles

Security Services

Conference and workshop

Corporate Social Responsibility

WASCO Games

WASREB LevY

Licenc€ Fee

Depreciation

12. BOARD EXPENSES

DirectoE SitlingAllowances

Direclors ExPenses

306,832.00

12,590.00

3't,420.00

232,000.00

438,800.00

76,838 50

(301.520 94)

s13 550 53

7,494,s10.59

'1,453 876.14

9,807,78,1.28

949,338.00

7,840 00

259,100 00

908,890.00

18,300.00

287,020.00

541,540.00

37,254.60

2,470,800.00

2,098,557.00

10,000.00

210,000.00

1,160,824.00

6,656,742.00

1,631,934.38

349,900.00

42,334.00

2,626,200.00

2,394,822.00

45,000.00

1,504,860.00

2,U7 ,537 .08

2,503,983.41

1,745,218.75

15,276,133.21 16,031,861.98

1,228,500.00

223,240.00

.LIMLrRU WATER & SEWERAGE COMPANY LTD-E]II{NCIAL STATEMENTS
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63,337.40

260,080.60

16,5s0.00

28,020 00

232,000.00

791,488.00

62,721.fi
181,888.00

158,554.74

1,451,740.00

29



nrcnl13. a. P

Con

TT IST tol7

rddiins

Traasfrs

.{lOiru:0lt

.{I lsT :017

fa & ftz

]-?t Bml \.rh.

.{t 106 Jr[ l0lt

.{r 30d re l0l7

20r8

hi6
& fmim

IOT.IJJ

l6.b.l'rone .I'l1rnl and l:ouiDmcnt Sch .duh for thc Ycar I:ndcd .Iune 2019

\t atd

Tds d
BAfu

Pq&
}Iffis

tad \l.tsr CmgudYda qrdr

& \'dtL
{5t7.0i1 980:ro !6,11?,61511,876.199 t t.{0sl,l0t,im 5,0$,0:0 1,0{7,r015ll,m

:01,m l&(0,000:0lml.{0,m

!u6r,6ltt,9:l,J0t {,$1,0!l 1,187:701.061,9?0 11.E76,199:,511,0m l,l0t,5m 6,19t.0:0

It,6:63:0),EEt,9:! 657,551 8:5,0:t96r,l0l 1,r6199115r,000 1,610,0t0

ti,ll8 1,6!lJv$ljr0 ll{,6765l1m .$,0m :96,9r0

9l0,l.l{ :0:!t,rgt,{71155 l't1rrl5,190:0 l,mlJol l.li9.90ll5ll,m

t?7,12{ 11,70t.t6110,{6,116 ].r9:$ 3.81.1,83l,loE,5m I,j?6,m 66,6{7

r(( )I lr,190,?9610,713,{06 E:9,1t0 3,9:9,5m1,10E,500 {.r8.ofr 106,6{7

-LIII

II

II II

IIII

EcriF.6
& tmirt

ror.lLsT&..d
Bltldiu

Prq &
\lords

PiriE
Orcr)

\l.t.rl Coqn.tI{orn cyr}
I vdi.L

Lad

l,lt7:70 3r,96r,615ll 8?6,199 t.9I,$,r d5t7.0il6.19t,0t0 1,067,9702,J]1,m0 t,308.500

lm,0o0 !,19t,{001,510,000 57t,,100

.l),166,015r,5t7.051 u87.??011.876,199 t,9:1,{05t,10t,500 E0lt,0:0 1,6,16,3?02.521,000

t0.2t8.?5a9l0,l161,001,301 1,.159,901 8.{72ltir,i]l.m0 5.1:2,0.10

l.?a5,:19tr7,?50 ll{,676 66,811103,070 t96,9106.000

!!,003J7J8, 9,905 886,90r 976,9!91,101,t71 1,756,81]2,5I,0m 5,918,0:0

lr0.lrl 18,16:,04:10,119,586 101,500 3,7m,117t,0t0,000 511,997t,308,5m

Con

.{T lsT :018

.{dditic,os

Trasfar
.{r 30t ,!r!. 2019

.{T lsT t0l8
fc tr r-ca

.{ 30618 2019

)-.t Bool l'.h.
.{l l0ti JlD :019

.{! lod Iu l0l8 1,10t,500 1,176,000 66,667 t0 Jl6,196 .l{9:50 I, r,El 117,t21 t1,r08,861

14. TRADE AND OTH ER RECE IVAELES

Total Trade Receivables

Less Specific Provision for Bad and Doubtful Debts

Less 50/6 General Provision fol Bad and Doubtful Debls

Non Trade Deblors

Deposit for Rent, Eleclncrty and Rural Roads

Prepayments-wiba,medical & m/v insurance

Total Trade and Ohor Rgcoivables

45,662,893.89

(28,814,626.87)

(842,413.35)

138,000.00

357,880.00

100,471 00

41,640,926.23

(28,301,076.34)

(1,143,934.29)
't38,000.00

357,880.00

1 12,166 00
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PVC Pipes

HDPE Pipes

HDPE conneclors

HDPE End Cap

Chlorine HTH 65%

Alum

Soda Ash

16. CASH AND CASH EQUIVALENT

KCB - Expenditure Ac€ount Cash al Bank

KCB - Main Revenue Account Cash at Bank

KCB - Customeis Deposit Accounts Cash al Bank

Cash held by Posl Bank (Revenue Collecling Agent)

Cash held by Safaricom {Revenue Collecling Agent)

Cash held in Petty Cash Book

SHARE CAPITAL

Aulhorized: 5,000 Ordinary Shares of Kshs 20 each

lssued: 2 ordinary Shares of Kshs 20 each

231,636.86

365,661.00

221,683.20

76,416.16

235,620.00

158,688.00

71,630.00

139 875.00

't,361,335.22 481,751.00

24,495.30

107,942.85

3,902,348.10

141,300.00

67,328.00

64.00

40.0

18, CAPITAL RVE

19.

Capital Reserve represents opening balance of trade debtors (when the Company started its operations in

September 2006 ) which was inherited from Athi water services board and also other trade debtors, cash

and liabilities laken over from poects.

REVENUE RESERVE

Revenue Reserve comprises of Kshs (67,855,558 01)which is a cumulalive surplus(deficit) for the previous

llnancial years as shown in page 20. This Fund is meant for infrastruclure developmenl.

100,000.00

40.00

3l

LIMT-IRU WATER & SEWERAGE COMPANY LTD FINANCIAL STATEMENTS
FOR TTIE YEAR ENDED SOTH JUNE 2OI9

15, INVENTORY

1,335,829.65 4,243,478.25

100,000.00

34,054.95

416,331.60

696,966.10

116,780.00

71,534.00
'163.00

123,750.00

200,900.00

17,226.00

17.
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20 TRAOE AND OTHER PAYABLES

AlhiWaterServices Eoard

Thika Water & Sewerage Co. Ltd

Offic€ of Auditor General
Waler Resource Management
Authority

Kenya Power & Lighting Co. Lld

Kijabe Station l\,lanagemenl

Waler Services Regulalory Eoard

Bio-Media Laboralories Ltd

WASPA

TransAf rica Water Sytems

CFP

Kel Chemrcals

Waniao & Wanjau Advocates

oanco Capilal Lld

Nairobi lronmongers

Kinetics Engineering Ltd

Babs Security Ltd

Hepta Engineering

Ripples Technologies

Micson

Safaricom Limited

Pan African Chemicals

WASCO

Allech Computer Consultants

Pelican Laser lnsurance

Damwoteck Engineering

Rope Engineering

Rockpet Company

Federation of Kenya Employer

Alphajay Enlerprises

Dalcom Kenya Limiled

Salaries and Allowances

21. CUSTOMERS DEPOSIT

Opening Customers Deposil Balances

Deposits Received from Cuslomers

29,215,453.91

2,663,670.00

1,160,000.00

't,242,290.75

5,849,860.49

251,441.50

3137 742.08

277 ,200.00

170,000.00

630,750.00

34,497.00

176,320.00

60,000.00

203,000.00

127,417.00

177,000.00

31,320.00

340,000.00

93,000.00

338,400.00

25,000.00

7 629 002.10

56,515,886.83

9,056,000.00

797,000.00

9,8s3,000.00

26,711,474.50

2,663,670.00

928,000.00

974,591.75

3,240,798.87

185,717.15

290,205.00

202,500.00

85,000.00

121,295.40

244,901.@

114,840.00

225,500.00

360,000.00

646,800.00

247,600.00

437,700.00

87,000.00

12,500 00

409,000 00

119,988.00

3,340,800 10

41,6/,9,871.77

8,480,000 00

576,000 00

9,056,000.00

.tl

225,500.00

1,570,302.00

s86,ZO.O;



22. Notes to the Statement of Cash Flow

(a) Roconciliation of oporating profiuloss to cash gengrated from/(used in ) oporation

Operating Aciivities

0perating Profiu(Loss)

Depreciation

Operating ProfiULoss before Working Capltal Changes

(lncrease) Decrease in Trade and Othel Receivables

(lncrease) Decrease in lnvenlories

lncrBase ( Decrease) in Trade and Other Payables

lncrease ( Decrease) in Customel Deposits

(13,439,649)

1,7 45,219

(13,091,070)

1,631,934

(r1,691,130) (lr,ilsg,136)

(3 798,243)

(879,584)

14,866 009

797 000

10,985,182

Cash Generated fiomi (used in)Operations (709,248) 1,427,080

23. FINANCIAL RISK i'ANAGEi,IENT

The Company has exposure lo the following risks as a result of its llnancial instruments

Credit risk

Liquidity dsk

Capital Management

i. Credit risk

The Company has exposure to credit risk, which is the risk lhal a munter party will be unable lo pay amounls in

full when due. Credit risk mainly arises from water sales receivables and bank balances.

Credit dsk arising from bank balances are low because lhe counler pariies are fnancial instilulions with high

credit ralings.

The carrying amount of linancial assets recordd in the financial statemenls representing lhe Company's

maximum exposure lo crcdit risk without taking account of the value of any mllateral obtained is made up as

follows

ii. Liquidity Risk

Liquidity risk is the risk thal the Company will nol have sufllcient financial resources lo meet its obligations when

lhey fall due, or will have lo do so at excessive cost This risk can arise from mismalches in the timing ol cash

flows lrom revenue and capital and operational ouffiows

The objective of the Company's liquidity management is to ensure that all foreseeable operational, capital

expansion and loan commitrnent expenditure can be rnet under boh normal and stressed conditions

1,109,r94

36,215

11,164,807

576,000

12,886,216
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The lable below summarizes lhe maturity prolile of the Company's financial liabilities based on lhe remaining

period using 30 June 2019 as a base period to the contraclual malurity date:

iii. CapitalManagemsnt

The water business is currently in a major expansion phase driven by a ise in demand and Government policy.

The funding of addilional lransmitt,ng and other dislribulion capacity is lo be obtained from cash generated by

the business and Govemmenl supporl The adequacy of waler tariffs allo'aed by WASREB and lhe level of

Govemment support are key faclors in the suslainability of the Company.

24, RELATED PARTY OISCLOSURES

a) Nature of Related Parly Relationships

Companies and olher parties related to he mmpany include those parties vvho have ability lo exercise mntrol

or exercise significant influence over ils operating and llnancial decisions. Relaled parties include managemenl

pelsonnel, their associates and close family members.

Limuru Water and Sewerage Company Limiled is lelated to:

(i) The County Governmenl of Kiambu (CGK)

(ii) Water Services Regulalory Board (WASREB)

(iiD Water Resources Management Authority (WRiilA)

(iv) Athi Water Services Board (AWSB)

(v) Key Management

(vi) Board of Directors

(vii) Ruiru Waler & Sewerage Company Ltd

(viii) Gatundu Waler & Sanitation Company Ltd

(ix) Karud Water & Sewerage Company Ltd

(x) Kikuyu Waler & Sewerage Company Ltd

(xi) Githunguri Waler & Sewerage Company Lld.

(xii) Kiambu Water & Sewerage Company Lld

(xiii) Thika Water & Se',,/erage Company Lld

a. County Govornment of Kiambu

The County Govemment ol Kiambu is the principal shareholder of lhe Company, holding 100% of the

Company's equity interest. During lhe financial year Counly Government of Kiambu had Kshs 19,382 as

the pending \/ater bills as al 30b June 2019, Water Billed to them during the financial year was Kshs

577,815
b. AthiWater Services Board

During the financial year the company owed Kshs 29,215 453 as licence fee as sho'rrn in note 20.

c. Water Servlces Regulatory Board

Dunng the financial year the mmpany owed Kshs 3,137,742 as levy as shown in nole 20.

d. Water Resource ttlanagement Authority

During lhe financial year the mmpany owed Kshs 1,242,291as abslraction fee as shown in note 20

t4
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Thil(a Water and Servorage Company Ltd

Dunng the financial year the company owed Kshs 2,663.670 as billing fee as shown in note 20

Koy Management Staff

The gross salary for key management staffwas Kshs 11,543,050 during lhe llnancial year.

g. Transaction with StaIf
Water billed and sold lo staff during the financial year was Kshs 44,364 while the amounl of water

bill owed to the company by the slaff was Kshs 14,454.

25. CONTINGENT LIABILITY

As at 3otJune 2019 Limuru Water & Sewerage Company Ltd had a pending lawsuit by a former

employee. The Judgment in respect of these cases had not been delermined as at 30hJune2019. The

amounts have not been provided fol in lhese linancial statements as it was nol possible to accuralely

quantify the potential liability arising from allollhem.

The Directors are of the opinion lhal any outstanding litigation in this respect will not have a material

effect on lhe llnancial position or results of lhe organization.

26. INCOPORATION

The entity is inmrporaled in Kenya under the Kenyan Companies Acl and is domiciled in Kenya

27. EVET{TS AFTER THE REPORTING PERIOD

There were no malerial adjusling and non- adjusting events after the reporting period.

28, CURRENCY

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

e

f
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APPENDIX 1

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

1. Property Plant and Equipment

The Procurement process of Karambaini Land Title No I R 365508(LR No. 145/6i27) is in the completion stage

in the land regislry offlce for title processing.Availed was the sale agreemenl between Ihe seller and lhe

company also allached in lhis response

2. Trade and other receivables
The aged analysis for the current period is atlached

3.Customer Deposit

The Variance of the amounl in Customer Deposils includes money borrowed for ofllce conslruction and

electricly payments .We have reconcilled by adding interesl earned over time of Khs 566 748 less inlerest

charges over time of Kshs 22,781.90. This resulls lo a difference of Kshs 5,700,000 which crnsists of Kshs

6,000,000 which was used lo construct the office which we are occupying and which we were given approval by

the board of directors.

Atlached is lhe board resolution giving the managemenl authority to bonow Kshs 6,000,000 and use il for

construction of the oflice which we are now occupying. The expenditure was capital in nature and thal is why t{e
got an approval lrom the board. The company has also embarked on a workplan to repay the customer

deposits.

4 . Lease Fee payable to Athi water Services Board (AWSB)

We have enclosed the SPA agreemenl belween Athi Waler Services Board and Limuru Watel & Sewerage Ltd

delailing the terms of lhe lease.

5 Failure to disclose material uncertainity in relation to going concern

The Company sustainabilily is aftected by lack ofcompleled projecls over the years and the Company has come

up wilh the following strategy to address the issue affecting lhe sustainability.

a. Completion of three major projects which are almosl complele and which will increase water produclion

and increase revenue. The proiects ale Tigoni Watel Supply, Manguo Bolehole and Loromo Twin

Boreholes which are of high yield. The water in Tigoni will inclease revenue in Limuru especially

Karaniee and misiri. Loromo Boreholes $/ill be of benefit in Thigio and Ndeiya which will receive more

water since we are currenlly rationing watel in lhose areas while manguo will inclease waler sales in

limuru town.

b. The Company submitted ils tarifl review to the regulator since we have been operating on a lariff which

was lasl reviewed in lhe year 2010. This has affected our billing despite the fact that there has been alot

of inflalion and high cost of electncity bills which results lo high cosl of production. By reviweing the tariff
the Company will be in a position lo improve billing which will also improve the performance oflhe
Company.
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c. The Company has come up with a non-revenue slralegy as per note 3 below, which is aimed at

reducing the unaccounted for waler. The oulcome will result lo an increase in revenue and a reduction

in operationalcosts. By doing so lhe Company will improve its performance and improve its revenue

reserves having achieved 280lo from the previous 32% in Non-Revenue Water

5.Budget perlormance

5,1 Undor colleclion of Revenue

> Tigoni Waler Supply
> Loromo Boreholes
;. Ndeiya Pipeline

Tariff Revlew
The Company tariff rewiew which was due in 2017 but was nol done due to the ongoing merger of Water

Companies in lhe County.Lack of Tarifl review has really atlected the mmpany since il was last reviwed in the
year 2010. However there was lariff review in 2013 lhat increased licence lee and regulatory levy. Lack of tariff

review impacled on the company since il was nol in a posilion lo meel its budget and also meet the expenses
like eleclricity, operalions msls and salaries. This is despite the fact lhat there has been inflation, high cost of
eleclricity, luel and nsing cost of water fittings and other materials

6 Non -Revenue water
The compant had a non- revenue water of 29% during the financial year and we have come up we the following

initiatives to lurther reduce it; Creation of a dedicated NRW unil, reduclion of leaks and bursts by use of high

quality HDPE pipes, and annual work plan that is to be reviewed on quarlerly basis as belowl

37

The Company was not able to realise its budgel of Kshs 110,400,000 as anticipated due to the fact lhat there

was no tariff revievr and non complelion of ongoing capital proiects that were anticipated lo be complete in the

llnancial year. The projects are;



APPENDIX 11

PROJECTS IMPLEMENTED gY THE ENTITY

Loromo boreholes

Loromo borehole,Power for Loromo boreholes was installed in the financial year and lhe pipes for Ndeiya were

layed in the same period.

. Sewsrage Projsct

Pipe laying for our seyrer network began in the llnancial year through Kenya Towns Sustainable Supply and

Sanitation Program towns program.
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. orought Mitigation Project

The World Bank lhrough Athi water Works Development Agency drilled and equipped three boreholes under the

drought mitigation 2; namely Redhill. Kirin and new Manguo boreholes. The boreholes are to serve lhe following

area,Kiriri Borehole, il has a production capacily of 9m3 lt is meant to supply water to Kiriri village in

Ndeiya.Redhill borehole, ll is meant to supply water to customers in Malhania Village, and Redhill and Karuri

water. This project was operationalized during the financial year and il is supplying water to Karuri region while

Manguo New borehole the borehole is meanl to supply water to lesidenls of Kamandula and Koyani in Limuru

lown
. TigoniWatsr Supply

Tigoni Water Supply the water supply was completed in the financial year, it has a daily production capacity of

20OOm3.ll was meanl to supply customers in Tigoni, Karanjee, Kabuku and Karuriwatel However, the proiect

was not operationalized dudng the financial year
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