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l.anru \\'ater anrl Sore rage ( onrpanr l,imitcd

.\nnual Reports and l-inancial Statcments
l or thc r tar tndrtl ,lune .10. 2{)20

Kt.\ t..\ I I I\ t\1.()tt\l \ I I()\

li:rckgrountl inlirrmltion

l.anru Sratcr and Se rrcragc C ompanl' Limitcd rras estahlishcd undr'r the Companl' Act (('ap. 486) on

.i "r |chruarl 2(XXr.

Principal Activities

'l hc principal actiVit) o1'thc ConrpanY is thc pror ision ol'\\'atcr scrvices.

Direclors

[-hc [)irectors uho scrrcd the cnlit) during the lear/period werc as lbllows

I ,,\hdulhakinr Ilri ana Aboud
Ahnre'd Mohamed I lcmed

Rcgis tercd ( )fficcr

l-anru Water antl Scwcrage ('ompanl l-td
llchind Kcnya I)o Iicc Station
I).O. lhx Il|5-1105(X)

l,antu. KITNYA

( o rporate I I cadq ua rte rs

l'. ( ). []or 185-8()5(X)

Lanru. KI'.NYA

(:orp0rate Contacts
lhc Ag. ir{anaging l)ircctor
l). ( ). Ilor 185-8()500
Lamu. Ken1a.
l clcphonc: .15-170 5 50tt5 50

l:-rttail: .,i

li-nrail: la m u w,a tcrrr, gma il.com

- ('hiel l:re'cut ir e
-( hicl'lrxccutive

- January 201 8

- .lanuary 201 8
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l,rmu \\atrr and Se$rrage ( ompanr l,inrited
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l

KI..\ [.\ ',t Y l\[Olt\l \'l lo\ (( onrinuctl]

( orporate ( oDtacts

I clcphonc: ( :51 ) 7055()ti550

I:-rrrail: in lir rt larnurratcr.co.kc
\\ ehsitcr lill]) Lr\\ alcr.c().kc

( r) rpo r:r I e llr n ke rs

.\ liican Ilanking ( orporatiott
I). ( ). llox .+16-lll)5(X)

I.lrrrrr. Kcnvit

liquitl Ilank
['. ( ). I]or 75-80501

iV pckctoni Lanru. Ke rty'a

Kcnl'a ('ommercial []ank
I) O llor II I-t10500

I-anru. Kcnl'a

I ndcprntlcnl Autlitors

Auditor ( icneral
Kcnl u National Audit oflicc
Anniversary'fowers. tlnivcrsitl Wal
P.O. Box 30084
GOP 00100
Nairohi. Kcnya.

I)rine iprl l.cgal ..\tlr iscn

nrc Attorncr- (icncral

Statc La* Olllcc
I Iaranrbcc A"'cnue
I'].O. []ox ,l()l l l
( it1 Sq Lrarc (X)2(X)

Nairohi. Kcn1a.
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l,amu Waler and Sewerage (iompan! l,imited
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\ I}\\ \\ \

MI{. AIIMI:l)
\,lOlIAMlrl) IlllMEI)

\\,0RK
l.t\t,t.l{il',\( l.l

I)cprrtr ( iovcrnor 'fo Date

( lr( \\'atcr

('. Ir ('. Finance. [,amu
('ounty (itrvcrnment.

I

l,t.Rl()l) st.l{\ l. l)

January 201 8
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l.amu \\'atcr and Scn crage ( ompanr l.imitctl

,\nnual Reports and Financial Statements
I'-or tht r car cndrtl ,lune -10 .2020
\r.\\..\(; Ell uN-l't EANr

[_:

l)esignation: .\g. \'lrrnugrng I)ircclor

Responsibili[ : I'o pror idc strategic lcadership and

rcsponsibilin lbr thc clllcicnt manaScnrcnt of'al'fairs olthe
conrll.urr r.rr.rd dar to dar opcration & administration ol'the
C(\nlll'lll\

Qualification: I)iplorna ln conrnunitr Derclopntcnt. Certilleatc
in llusincss \ l anltgcnrent.

l)csignation: ..\g. I'inartcc Nl anagcr

Responsibilitl: I)ror iding linancial reports and interpreting
financial inl'ornration to managerial stall'whilc rccomnretrcling

lurthcl courscs o1'action. Advising on accountabilit) activities
and provide strategics that the company should talie. Mainlaining
thc lin ncial hcalth ol thc organization.

Qualification: I)egrec in Business ('ommerce (Finance Option)
and ( l'.\-K

l)csignation: ..\g. l eehnical N'lanagcr

Responsibilitl':'['o provide high-qualitl' water to domeslic

corlrncrc ial. and industrial customcrs.
I o prcparc comprehcnsir e departmental reports. including
engincering huclgcts. tcchntcal audit rcports. c'tc.

l)esignation: IIcati ol l l'

Responsibility: 'fo oversee all IT (lnfbrmation Technologl')
l'unctions in our company. He is in charge of the management ol'

the conrpan\"s technology operations and the implementation of
ne*, I'l systems and policies.

Qualification: Diplorna in Informalion Sciencc and Conrputer

I
\l ll. \\ ainina Kinrani
\plloin tr:rl: .\pril 2l)llt

\ls. \lu anaisha liakari

-

\lll..lacob ( hidzi

\lr. Andren Kang'ethe \juma . l:nginccring

\I

I

-

Qualification: I)iplonra in \\'atcr lingineering.

l

-q
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l,amu \\ atcr and Sen'cragc ('ompanv l,imited

.\nnual Rcports and l'inancial Slatcmcnts
I rlr thc car cnded .lune -10.2020

\l r. ( rrlch Kranra

[)rsignation: ( onrrncrc in I \lattlgcr

Rcsponsibiliq': IIc is rcsponsiblc lirr the comntercial strategy

arrrJ thc Jer elopmcnt ()l n organrTati()n.

Qualification: Ihchclr,r ol Scicttcc t( ir il I,nginccring)

l)csignation: I)rocLtrct'ttcttl

Rcsponsihilitr: Shc is rcsponsiblc lirr ovcrsecitrg and managing

thc conrpanr's ovcrall supplv chain altd logistics stratcg) and

operalions to marimize process clliciencl- and productivity. In

'rd(lili()n. shc plals a crucial rolc in dcvclopirrg and nraintaining
good rclationships u'ith r cndors and distribLrtors.

Qualification: Degrce in Suppll Chain Managemcnt and a

I)iplonia in B usincss Managcmenl.

Dcsignation: IIcad ol'thc clcctrical scction

Responsibilitl': Ilr- completes conlp.rnv elcctrical pro.iccts hr

supcrvrsilrg lnstallaliotls: resolvrng dcsign issucs. Maintains

clectrical slstems h\ estahlishing and enlbrcing preventire and

on-going maintenancc. and testing programs: scheduling repairsl

coordinating shut-do\\'ns and installations

Qualification: I:lcctrical I'cchnician

\l s. Alicc II uthtu

,l

\ II
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\l r. I)aniel (irthuri



l-anru \\aler and Scucrage Company Limitcd

.Annual Rcports and Financial Statcmcnts
l or thc r car e ndcd ,lunc .l(l ,2020

( Il \Il{\l \\'s s'l'\'Ila\l1..\T

In rclerencc 1() the l]oard ol l)ircctor's nlandertc. po',lcrs. antl roles ol'oVcrsight and supcrvision in the

nranagcnrcnt ol thc conrpanr as stipulated in \\'atcr Act 2016. u'c havc managcd to achicve the

lirllot ing:
a) \lcctirlgs

l.irnru Watcr and Sc\\cragc ( ompant' lloard ol' l)ircctors havc bcen mecting quarterl!' to
discuss thc best rraYs to i11nr,,r" \\atcr pr()\'ision ttr thc pcoplc ol'l.amu.
I hrouuh thc nrcct ings:
- Wc har"c approrcd [.anru \\'atcr and Ser.rcragc C'onrpanl budgct 2019-2020
- \!'c have organircd to rcvic* [.amu Watcr and Scwerage Company 5 years' strategic plan.

- \L'c hare rcric*cd thc status o1'the conrpanr's stall'through promotions
- Wc have rccruitcd ncrr stall in thc rcvenuc scction. customer care. and electrical

tcchnicians l() boosl our u,atcr intiastructure.
b ) t'lmpowcrmenl

- \tr'c havc organired training lbr all stall'and the board members to boost water govcmance
and rnaintenancc.

- Iranriliarization vvith the Water r\ct 20I 6
c1 Relationships

We havc been practicing cordial relations with the County Govemor, WS1'F'. WRA. CWWA.
and \\'ASR[.-ll to llnd uavs ol'rmproving \\'atcr sen'ices.

Otl l ('OMIIRI'lSt rl.l S OIr ()t IR OP[:ltn 'l IONS
- Rcvenuc.ltiirill'collcction has inrprorcd.
- Morc stafl'and r oluntccr rccruitnrcnt has improvcd operations clliciencl'.
- l-ixpansion ol l,amu Watcr and Serverage Companl' services to the islands ot'Patc and

Kiunga started through signing an MOL I with the county (iovernment ot'[.amu.
- More water consumers have registered lbr LAWASCO services.

C'tlALLIrNGtlS
- Vandalism ol'watcr slstcnls by indil'iduals
- l:rcqucnt clcctricity/pow cr lailure- allccts w'atcr provision to a great extent.
- [.ack ol'enough lunding to recruit more statTin technical areas and also ntanagement.

- Water pollution and adrcrsc climatic change.
- llugc electricitl bills.
- l.ack ol'subsidies tiom the countv government

\ lll



l-amu \\'atcr and Se*'cragc ('ompanr' l-imited

,\nnual Reports and Financial Statements
l rrr 16" r 

" 
,r cndcd ,lune 30 ,2020

( HAl ltlllA\.. Sl'Al'EM[]N'l (continucd)

sol.L ll()NS Io Illl: c ll.\l.l.l:\(it:S
.,\s a lloartl. rrc harc rcquestcd the Countr (iorernment to assist us uith tunding to cater lbr hugc
clcctricitr hills antl olhcrcosts incrrrrcrl dLrring opcrations as \\'cll as in the recruitment ofneu stafl'.
l.anrLr Irast \\alcr stations r.rill dorrhlc the opcrati()ns and maintenance cost I-anru Water and Sewerage
( rrrnparrr L inrrtcd.

.,\*arcncss crculion l() consunrcrs lr) milkc thcn'r u cll inlirrrnccl on eristing l.AU'n S('O inliastructurc.
I takc thrs opportunitr again lo thank thc ( ountr (iorcrnrlcnl rtl l-amu throLrgh llis I:xcellcncl.
(i()\cnlr)r I'ahinr Yassin Irrahir and thc ('ount\ l)cpartnlcnt ol Agriculture. lrrigation. and \\'alcr li)r
thcir bltrssom rlarinrunr support in inrproring the \\atcr ser\icc pro\ision to thc Rcsidents ol'l.amu.

Sin )
(

(

t\



l.amu \\'rtrr and Serlcragc ( ompanr l,imitr:d

..\nnrral l{cports and Finantial Statcnlcnts
l or lhr r car cnd ed .lune 3(1. 2020

It1..t'()t{'t ()t"il I r. }1..\ \.\( ; I \(; I)I I{l.,( l ( )It

LilnlU \\'atcr and Scrrcrauc ( oll.tpunr Limitcd. as a scrr icc provider has ntanagcd thr.- pror ision ol

\\irlcr \\ilhin its arca ol .iurisdiction ts Iiccnscd b1 Coast \I'atcr Works Agencl' ((iWWA). .l'he

cop)pilr.t\ cstahlishcd in Novernbcr l(X)6 has prrlvided water scrvices in Lanru town in [.amu lsland

lultl Nlolorrc rtrclr in l.tntu rnainllrntl. lhc ( ornptnr has also increitscd its covcragc area to 807o litlnr

70",, llicr crlcrtr,ling its scrr ice s to Sltclla Villagc arrcl l\4anda Islatld

l hc conrptnv has also takcn ()\'cr all \\alcr stations in l.antu I:ast. \I'c arc creating l]cw water stations

in thc islands $hcre the count\ (;o\crnlltcnt has invcsted in $ater s)'stcnls. lhc [,amu F]ast water

srrpplr prtr.jccts rrill scc lraza. Kizingitirri. Sirrr. Ki*aytr and Kittnga connected to $'ater meter b)'

l)ccernhcr 2()10.

I6 116sl 6l thcsc stations. \\atcr \\ill bc produced b1 desalination plant tor suppll'. Maintcnancc ol'

rcrcrsc osrnosis plant, dicscl and clccrricit) bills uill be a toll ordcr to nraintain. Ilou'c"cr. thc

discLrssions arc slill ongoing tvith coLtntt go\crnment to havc [-amu Water and Sewerage Company

lintitcd litndcd f'or sustainability ol'this statron. lhe c<lmpany have also been tasked to undertake thc

$.atcr syppl\ survev lbr l,anru West where the county have budgeted to invest over 150 million tirr

$irlcr c\tcnsioll. I-he survcl urrrk has startcd earncstly.

'I hc ('or1pan1 is still laccd with high *atcr denrand against thc daily lou watcr production fionl lack

ol'a pcltrllcnt \ ater source. uhiclr irrrultl not bc al]'ected b1 drought. ['he $'ater tacilitl has

rcnraincd untJevcloperJ and rherefi)rc thc ( ompanl has been taced rvith manr' challenges ol'high level

()l nop-reyenuc \\ater. a!.tng inliasl.ructurc. lor.r uater production. uhich has alfected the Company's

\\atcr scrlices and revcnuc collL-ction.

Lanru \\'atcr and Seuerage ('onrpanl has not \et rcalized a tull cost reco"ery of providing services to

tltc cgsti)ntcrs in thc nrediLtm antl lonu tcrnr and therelitre thc Regulator (Water Regulato$ Serl'ices

liriuti) lhrough rhc app(rr,cd taritl l0lT- 1010. (i[lzetle Notice No,7538 stipulated strategies tbr

cnsurirrg that tlrc ( ompan) opcrittcs ttn a cotll tncrc iall;'' sustainablc basis. and hencc directed that

Laptu ('ognt) (i6l'crnrlenl prot'idc [-arttu \\'atcr and Scucrage ('omparrl- with a subsid;- of'Kshs 30

nrillron pcr !car. 
'l'his il'achicvcd will rakc LA\IAS('O to acccptable pcrli)rnlancc level. in watcr

ssrviccs. and achiei'ing coYcragc ol'opcration and maintenance costs'

Ihc l -r is()n hilling s),stem supnticrl to thc compan)' b1' Coast Water Works has never worked. 
-l'he

installation ot'thc iysrem has unnccessarill' delay'ed lbr many years. However. we have put in place

lllcilsurcs t() gct correct dchtor balanccs antl enhance the recol'ery of bad and doubtful debts.

it p.k
,,\g agr n c [)irector

slz+qI ).rte 9) 6
\



[,anru \\'atcr and Scweragc ( ontpanv l,imitcd

,\nnual lleports and Financial Stalcments
I or tlre r car cnded .lunc -10. 202{)

( ()I{P()lt.\'l }. (;()\'t:R\ \\( 1.. s l .\.l l.l\l}.\'1.

I 11ru \\ alcr 4ntl Serreragc ( onrpanr is cornnrittcd to operating undcr a clear g.ovcrnance fiamcwork

Jlt!l 5tt()ngl\ rdl)crcs lo soul)d ll)iu)agcr))cnt and control practices committcd to cnsuring that its
husirrcss arrd opcratiurrs rc c()nductcd uith intcgrity. prolcssionalisnt. and in conrpliance with the

luu. intcrnationally' acceptcd principlcs. ancl hcst practices in corporatc Eovernancc.

LallLr \\'ltcr antl Sr.,ucragc ('orrrparrr is corrrnrittcd to ensuring cotrpliancc \\'ith thc provisions ol

\\'atcr Act 2016 anrong olhcr rcgulator\ and supenisory corporatc govcrnallce requiremcnts.

l:ss\rntial to thc r,stablishnlcnt ()l a good gorcrnancc tiamcuork arc lilnnal govcrnance structures

dcsigncti lo cnsurc accuratc rcponing lo thc lloard to lacilitatc an inli)rmed dccision-making process.

ir\\c\sircnt. ancl intltr(,retttcttl ()l c()t)li)rll'latlccs.

lhc ( orfroratc (iorernancc ol l.artlu \\'irtcr antl Sc$crage ('ompanl lakcs placc rvithin a tiame$'ork.
.,rhie h cxists to regulatc and,or guidc thc conduct ol-[]oard membcrs. statl. customers, and members

ol thc public in asscssing thc f'ompanl's lacilities and serv'ices. The objective of'the framework is to

pror.idc lirr the etl'ective. ethical. and accountable govemance and management of the Company. 'lhe

kcy instruments within the governance tiamework are:

- 'l'he Kenya Conslitution
- l'he Water Acl 20 I 6

- 'l'he Puhlic l"inancial Managentent Act (2012)

- 'l'he Puhlic Procuremcnt and Asset Disposal Act (2015)

- Ihe Lamtr Uratcr and Sc$'er:rgc ('ompanv Servicc ('hartcr

- 'fhe Cornpanl approved policies and procedures

- lntcmational []inancial ll.cponing Standards (IFRS Accrual)

[;or the sake ol'coherence and legitimacl-. it was in the best interest ol'the ('ompanl- that its conduct is

regulatcd by the most appropriatc t!'pe ot'Sovemance instrument.

I .iln1u Watcr and Ser.r,erage Conrpanl, Ltd havc the pride of serving thc community since 2006 We

har c corrrinued thc long-siantling trudition ol providing the comniunity with high quality and

allirrdablc Water,

\\'c arc a lirntilr ol'pcrtplc ul.ro carc ahout tlrc stall. customers. thc conlmuntty. and the environnlent

irr rihich uc live. uork attd scrrc

\t



l,anru \\'atcr and Scnerage (-ompanl' Limitcd

.\nnual lleports and l'inancial Statcmcnts
Ior the r ear endcd.lunc.10,2020

\t \\.\(;1..\ll.lYl l)ls( t ssl()\ \\l) .\\ \1.\ sls

l.irnltr \\utcr and Sc\rcragc (onrpunl is struggling to itnpftrrc water production and suppll to the

rcsidcr.rts ol' I-arlu duc to powcr lailurc and C'OVII)- l9 grandemic, l he total nunrhcr ol' conrlccti()r'rs

hus incrcascd lionr .15()0 in .lLrnc 2019 to ;1(rll3 in .lunc 1010. represcnting a l'lo incrcasc in
corrrrcctions iluring lhc llnuncial rcur. l'hc tol.al rolLrrttc ol rrltcr produccd dccreascd liont 8.1ti.047

nt'in lttlS ro 6til.Tlllt ,,r' in.1,,n" l0l0: this rcprcscnls a dccrcasc ol 2.lo'o during thc ycar Lrnder

rcr icrr

I otll rc\ cnuc dccrcascd liorn Ksh +1.-i8l.l l0 in l0ltl to -31..1 17.745 in 102(). a .'ll'ro decrcasc during
thc 1car. Ihis is largcll attrihutcd duc to thc po*cr lailurc and dccreased production at 2.1%. l-he total
suhsidl lionr [.amu Countl (iovcrnnlcnt during thc vcar anrounled to Ksh l0 million, 'l'his reprcsents

a dcllcit ol'Ksh l0 nrillion lionr a hudgct ol'Ksh l0 nrillion stipulatcd in the (iazette noticc No.7538
,.ialctl. {'l' AugLrst 2017.

llclo* is a schcdulc dctailing kcv indicators comparcd to thc prer ious year

I otitl rcr ctruc'

Strl.rsrdl lronr [.an] u ('ourll\'
( ;o\ crnnrent 5 9q,,

l he total r olumc ol roduced rr atcr l.l0,i,

\\ atcr ( or cra

\ ott- l{cr cnuc rratcr

\\ ate r ualin'standards
I l(rufs ()l Stl

-l l9lo3l.l r7.715 .11.583.1t0"15.000.(xx)

.1.0 ti l.-+.10
.10.5 (,11.-+.15

I 0.021 .240

7%45e0-168 3I otal nunrhcr o l'connections

6tn.788 tt{li.0l7

.16,,,rI l'1,, -11",,

l(X)'li,100'ri,100".,,

I0l() l0
l(X)%, 100()1,l(x)ol,\4ctcring ratio

l3l9l0Stall pcr I .000 Conncctions
8 l'7u9 I 9.i, t2l%

\lt

f'ollection efflciencv

t\t)t( AToll
EXPECTED
& BUDGE,T

2020
2019 C}IANGE



l-anru Watcr and Scu'eragc ( ompanl' Limited

Annual Reprlrts and Financial Statements
['or lhe r c:r r cndcd .lune -10, 2020

( OIl,l'()ltA'l l: S(X l1l. l{l.Sl'O\Slllll.l'l Y Sl'AI'l'l}tl'l\'l'lstrS'l AINAIlll,l'l \'
t{t.),( )l{'t'l:!(;

I-anrLr Water and Scuerage ('orrpanr also pro',idc internship and practical skills attachment

opportunitics lirr thc local Youth I)ol)lechnic to assist in prornoting professional and experienced
personncl in tlrc comnrunill.

Witlr continucd lolaltl'and supporl. \\c arc coltliclcnt that July'l0l9iJunr'1020 was another
successlul vcar ol'morc improvccl social responsibilitl .
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l,arnu Water and Sewerage Comptnl t,imited

Annual llcports and Financial Statcmcnts
l'or thc r cirr e ntlcd .lune .10, 202()

It[]I'OIIT OT-'IIIE DIRECToRS

'I he [)irectors submit their reporl together u,ith the audited flnancial statements fbr the year ended

.lune J0. 1020. which show thc state of'l.amu Water and Sewerage Company aflairs

Principal activities

lhc principal activities ol'l.antu Watcr and Seucrage Conrpany arc to provide water services to the

rcsiLicllls ot' l.arrtu.

llrsults

I'he rcsults ol'the [,amu Water and Scwe rage C otrtpany' lirr the year ended .lune 30. 2020. are set out

on pagc I

Dividends

No dividends were to be provided to the shareholders

Directo rs

'I hc nrembers olthe Board of Directors who sen'ed during the year are shown on page v

Auditors
'l he Auditor-General is responsible lbr the statutory audit of l-aniu Water and Sewerage Company

[.rcl under Article 229 ol'the constitution of'Kenya section 35 o1'the Public Audit Act. 2015.

\l\



l,anru \\ atr:r and Sole ragc ( ompanr l-inritetl

,.\nnurl Reports and Financial Stltcnrr:nts
I or thr r car cnded June .1(), 202()

s l,\.1 1..\il..\'l ()l' l)lRt-('loRs' l{}.sPo\\lltll.l I lt.s

Scction ll I ( | ) of' rhe I,ublic l-inance Managcnrent Act. 201 2 and section l4 of the State Corporations

..\et. require thc I)irccttrrs to preparc Iinancial staterllcnts in rcspect ofthat company'. which gil'es a

rruc antl lhir ricw ol thc starc ol'al'lairs ol'thc conrpan)' at the end of thc tinancial ycar and lhc

opcratirrg rcsults ol'the conrpant lirr that 1car. lltc [)ircctors arc also required to ensurc that the

conrpan) kecps propcr accounting rccords \\hiclr disclosc u'ith reasonable accurac) thc flnancial

grpsitipn ol thc contpanr. Ihc [)ircctors arc nlso lcsponsihlc lor saf'eguarding thc asscts ol thc

c()nlplln\.

lhc l)i1ect6rs arc rcsponsiblc lirr thc prcparation antl prcscntation o1' the conrpany's llnancial

stirtcnlcDrs. uhich girc a tnlc and lair Vicu ol thc statc ol'allairs ol the company lbr thc linancial ycar

rrrrlctl rrr.lLrnc l1). 1010. lhis rcsponsihrlitr includcs: ( i) rnaintaining adequate fl nancial managenlcnt

arralgct'1ctlts anil ctrsuring tlial thcsc continuc to hc cllcctivc throughout the reportrng period: (ii)

lrlritrtirining pro;-rcr accounling r.rc()r(i\. rrhich disclosc r'rith reasonahlc accurac\ al an\ tinlc thc

lllancial ;.rosirion ,.rl l.anlt \\ atcr .,\nd Scrrcragc ( ompanr Iintitcd: (iii) designing. inlplenlenting and

nraintairrilg i111cm3l conlrols rele\ant to thc prcparation and lair presentation ol the llnancial

statcnlcnts. and cnsuring that thd) are licc lionr n)atcrial misstatements. \4hether duc to error or

liautl: (ir.) safr,guarding th. urr.tr ol'l-anru \\'atcr .\nd Seucrage ('ompanl limitedl 1r') selectinE and

applving approprrate accounting policre.s. and (l,i) making accounting estimates that are reasonable in

thc c ircunrstances.
Ihc I)ircctors accepl responsibilily tbr the [.anru Water And Serverage Company limited financial

statcn]ctlts. utich hare becn preparcd Lrsing appropriate acctlunting policies supported by reasonable

arrd prurlclt jrrdgntcnrs and esrimatcs. in conlirrmitr with lntemational lrinancial Reporting Standards

tll;l{S). tnd irr the tlanncr rcquircd bt ttrc l)lrM Act and thc State ('orporations Act. '['he l)ireclors

hclicYc rhat thc linancial statcments giYc a truc and lair Vicu' ol thc statc of Lamu Water And Sewcragc

('onrpan1. limitcd transactiorrs during thc flnancial ycar cndcd Junc J0. 2020. and o1'the company's

linancial position as at thal date. 
-lhc I)irectors llrther conllrm the completeness ol'thc accounting

rec6rrls nraintaincd lbr the conlpan)-. which hale bcen relied upon in the preparation ol'the [-amu Water

.,\nd Scrrcragc ('ornpany- limited tinancial statcn)ents as well as the adequacy'of the systems olintemal

li nlnc iirl coutrol.

Norhing has conlc to thc attcnrion ol thr' I)irectors to indicate that [,amu Water And Seu'crage

t ,lnrp,u1 linritcrl uill n()t rsnrain a going conccnt l()r 0t lcast the ncxt tuelve months lionl the datc ttl'

tlti\ 5llltelr)ent

,\pproval of the financial statements

'l-hc ('onrpanl's lrnancial statements wcre approved by the l]oard on

signetl on its hchalf b1':
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REPORT OF THE AUDITOR-GENERAL ON LAMU WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Lamu Water and Sewerage
Company Limited set out on pages 1 to 32, which comprise the statement of financial
position as at 30 June, 2020, and the statement of profit or loss and other comprehensive
income, statement of cash flows, statement of changes in equity and the statement of
comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Lamu Water and Sewerage 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 Public Finance Management AcL,2012, the Companies Act, 2015 and the Water Act,
2016.

Basis for Qualified Opinion

1. Revenue

The statement of profit and loss and other comprehensive income reflects revenue of
Kshs.32,3'17,745 which as disclosed at Note 6 to the financial statements comprised the
gross water sales for the year ended 30 June, 2020. However, audit review of the
consumer meter reading analysis report revealed one-thousand seven-hundred eighty-
two (1,782) inactive meter connections and nine-hundred seventy five (975) meters that
had stopped working. Records of the revenue received from the two categories of water
consumers was not provided.

ln the circumstances, the accuracy and completeness of the revenue of Kshs.32,317,745
from sale of water could not be confirmed.

Report ofthe Audiror-Gencral on Lamu ll'ater and Seu'erage Conpary Limiled.for the year ended 30 June, 2020



2. Trade and Other Receivables

Note 13(a) to the financial statements reflects trade and other receivables balance of
Kshs.18,196,777. However, receivables ledger and the aging analysis for the receivables
was not provided for audit. Further, the shareholder receivables balance of
Kshs.3,000,000 remained uncollected for a long period of time and no evidence of the
effort by the Management to recover the same was provided.

ln the circumstances, the accuracy, validity and full recoverability of the trade and other
receivables balance of Kshs.18,196,277 as al30 June, 2020 could not be confirmed.

3. Long Term Payables

The statement of financial position reflects longterm payables of Kshs.7,770,210 which
as disclosed at Note 16 of the financial statements, related to unpaid lease fees invoices
from Coast Water Services Board for water infrastructure. However, the Company did not
maintain a longterm payables ledger. ln addition, the lease agreement, repayment
schedules and the lease fee invoices were not provided for audit.

Consequently, the accuracy of the long-term payables balance of Kshs.7,770,210 as at
30 June, 2020 could not be confirmed.

4. Trade and Other Payables

The statement of financial position reflects trade and other payables of Kshs.26,361 ,839.
However, the aged analysis of the payables was not provided. Further, the increase of
Kshs.8,930,596 between the reported balance and the comparative balance of
Kshs.17,431,243 was not supported by creditors statements.

ln addition, a review of the payment vouchers availed for audit review revealed that
payments of Kshs.198,067, Kshs.70,726 and Kshs.127,341 were made to Water Services
Regulatory Board (WASREB), Water Resources Authority (WRA), and Coast Water
Works Development Agency (CWWDA) respectively. However, records held revealed
that the Company owed the three (3) entities fees totalling to Kshs.3,573,624 as at
30 June, 2020 as follows:

Entity
Amount
(Kshs.)

WASREB 1,292,710
1,939,065

WARMA 341 ,849
Total 3,573,624

There was no proper explanation for non-remittance of the money to the relevant
authorities.

ln the circumstances, the accuracy, validity and completeness of the trade payables
balance could not be confirmed.

RePorl oflhe Audilor-General on Lqmu l ater and Sewerage Conpany Linited for the year ended 30 June, 2020
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5. Failure to Disclose Material Uncertainty in Relation to Going Concern

A review of the Company's financial statements for the past four (4) financial years
revealed that the Company had been reporting losses.

Financial Year Loss (Kshs.)
2016t2017 6,209,613
2017 t2018 266,896
2018t2019 6,276,406
2019t2020 9,350,113

The situation indicates the existence of a material uncertainty, which may cast significant
doubt on the Company's ability to continue as a going concern. However, the material
uncertainty in relation to going concern and any mitigating measures put in place by the
Company's Directors and Management to reverse the undesirable trend have not been
disclosed in the financial statements.

6. Unsupported Repairs and Maintenance

The statement of profit or loss and other comprehensive income reflects operating costs
expenditure of Kshs.8,'172,788 which as disclosed under Note 1 1 to the financial
statements, included Kshs.l ,999,287 spent on repairs and maintenance. An amount of
Kshs.509,502 related to repair of distribution lines. However, inspection reports to ensure
the services were actually needed and the muster roll for the casual workers engaged to
carry out the repair works were not provided.

ln addition, motor vehicle repairs amounting to Kshs.464,465 were not supported by pre
and post inspection certificates indicating the nature of the repairs and estimated costs to
ascertain whether it was economical to repair the motor vehicles. ln addition, the repairs
were not taken on charge in the motor vehicle repairs logbook and the work tickets were
not provided for audit.

ln the circumstances, the accuracy, validity and value for money of the expenditure
amounting to Kshs.973,967 on repairs could not confirmed.

7. Ordinary Share Capital

The statement of financial position reflects ordinary share capital of Kshs.3,000,000 which
as disclosed under Note 15 to the financial statements comprised of:

Shareholder Ordinary Shares
Par value

(Kshs.)
County Council of Lamu 2,998 1,000
Chairman of Lamu County 1 1,000
County Council Clerk 1 1,000

3,000 1,000

Section 3.3.1 (3) of the WASREB Corporate Governance Guidelines, 2018 provides that
if a water service provider memorandum of objects and articles of association do not

Report of the Auditor-Ceneral on Lamu llater and Severqge Compqnt, Limitedfor the year ended 30 June, 2020
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already state that they are owned by the county government which has taken up the'
shares of the defunct local authorities, amendments should be made to reflect this legal
reality. However, the Company had not amended its list of shareholders from the defunct
Lamu County Council to the County Government of Lamu.

ln the circumstances, the Company's shareholding could not be confirmed.

8. Property, Plant and Equipment

The statement of financial position reflects a balance of Kshs.4,197,844 being the net
book value for property, plant and equipment as at 30 June,2020. However, ownership
documents for five (5) unvalued parcels of land - three (3) at Lamu lsland and one each
at Mokowe and Hindi were not provided for audit. Further, logbooks for four (4) grounded
motor vehicles were not provided for audit. ln addition, the Company did not maintain a
register for the assets as required under Regulation 1 36 (1) of the Public Finance
Management (County Governments) Regulations, 201 5

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Lamu 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. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final revenue
budget and actual revenue on comparable basis of Kshs.80,016,658 and
Kshs.45,390,638 respectively, resulting into an under-collection of Kshs.34,626,020 or
43o/o ol the budget. Similarly, the Company expended Kshs.54,740,751 against an
approved budget of Kshs.79,917,681 resulting into an under-expenditure of
Kshs.25,176,930 or 32o/o of the budget.

Failure to achieve the budgeted income and expenditure targets negatively affected the
operations of the Company.

2. Unresolved Prior Year Audit Matters

As disclosed under the progress on follow up of auditor recommendations section of the
financial statements, some of the prior year audit issues remained unresolved as at
30 June, 2020. Management has not provided satisfactory reasons for the delay in
resolving the issues.

Report olthe Audilor-Cenerol on Lqmu l{aler and Sewerage Company Limitedfor the year ended 30 June, 2020
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclus ion

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

Basis for Conclusion

1. Non-Revenue Water

During the year under review, the Company produced 683,788m" of water. However, out
of this volume, only 379,445m3 was billed to customers and a total revenue amounting to
Kshs.32,3'17,745 realised. The balance of 303,944m' or approximately 44o/o of the total
volume represented Unaccounted For Water (UFW) which is 19% over and above the
allowable loss of 25o/o in accordance with the Water Regulatory Services Board
Guidelines, 2014 on standards for non-revenue water management in Kenya. The Non-
Revenue Water (NRW) of 227,958m" may have resulted in an estimated loss on water
sales amounting to Kshs.'19,395,037.

The significant level of Unaccounted For Water (UFW) may have negatively impacted on
the Company's profitability and its long term sustainability.

2. Human Resource Management

Note 10(b) to the financial statements reflects staff costs of Kshs.22,042,539. However,
examination of payroll records, personal files, salary payment vouchers and other
supporting documents provided for audit revealed the following matters:

Report of the Auditor-General on Lamu llater and Sewerage Company Limitedfor the year ended 30 June, 2020
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Other lnformation

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

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

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

have nothing to report in this regard.



2.1 Senior Staff who Served in Acting Appointments

Section 2.5 of the Company's Human Resource Policy Manual provides that the
Managing Director shall provide strategic leadership and has overall responsibility for the
performance of the entire organization and can entrust heads of divisions with
responsibility to ensure effective performance and delivery of services. However, senior
positions including that of Managing Director were held in an acting capacity during the
financial year under audit:

Acting Position Year Appointed
1 Acting Managing Director 2017
2 Acting Finance Manager 2019
) Acting Technical Manager 2019

ln the circumstances, the Company's senior Management may not have been able to
effectively deliver on their roles.

2.2 Casual Employees on Manual Payroll

During the year under review, the Company had a high number of staff engaged on casual
basis. The Company maintained manual payrolls in excel spreadsheets for thirty-eight
(38) casual employees, instead of using the lntegrated Payroll and Personnel Database
(IPPD). Further, the muster rolls for the casual workers were not provided to show
records on days present and duties carried out. ln addition, in spite of the high number of
staff engaged on casual basis, Management did not provide any reason for not
considering change of their terms of service.

ln the circumstances, the Company may have been in contravention of Section 37(1) of
the Employment Act, 2007.

3. Delay in lmplementation of Projects

During the year under review, the Company implemented four (4) projects funded by the
Water Sector Trust Fund. Audit examination of the projects' records revealed that all
projects had not been completed as planned.

Failure to complete the projects within the stipulated period may have hindered effective
delivery of services to the citizens.

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

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

Reporl ofthe Audilor-General on Lamu llater and Sewerage Company Linitedfor the year ended 30 June, 2020
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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, lconfirm
that, nothing else has come to my attention to cause me to believe that internal controls,
risk management and overall governance were not effective.

Basis for Conclusion

1 . Lack of lnternal Audit and Audit Committee

Section 155(1)(a) of the Public Finance Management Acl,2012 provides that a County
Government entity shall ensure that it complles with the Act and has appropriate
arrangements for conducting internal audit according to the guidelines issued by the
Accounting Standards Board. Section 155(5) of the Act, further provides that a County
Government entity shall establish an internal audit committee whose composition and
functions are set out in Regulation 167 of the Public Finance Management (County
Governments) Regulations, 2015. However, the Company did not have internal audit
arrangements neither had an audit committee been appointed. ln addition, a documented
risk management policy framework had not been developed as required under Regulation
158 the Public Finance Management (County Governments) Regulations, 2015.

ln the absence of an internal audit arrangement and an Audit Committee, the
effectiveness of the internal control system, risk management and governance could not
be confirmed.

2. lnadequate lnformation Technology (lT) lnternal Controls

The Company did not have and an lT strategic/steering committee. Further, Management
had no approved policies on lT security and physical access controls to sensitive areas
and environmental controls including fire suppression systems had not been
implemented. ln addition, disaster recovery and lT continuity plans had not been
developed.

ln the circumstances, the effectiveness of lT governance and the measures in place to
safeguard the Company's lT infrastructure could not be confirmed. ln addition, the ability
of the Company to recover from an interruption or resume operations after a disaster
could not be confirmed.

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

Report ofthe Auditor-General on Lamu llater and Sewerage Conpany Limitedlor the year ended 30 June, 2020
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statement in accordance with lnternational Financial Reporting Standards (IFRS) and for
maintaining effective internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error and for its assessment of the effectiveness of internal control, risk
management and governance.

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but

Report af the Auditor-General on Lqmu llaler and Sewerage Company Linitedfor the ),ear ended 30 June, 2020
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is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
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) oI lhe Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) oI lhe 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
policies and procedures may deteriorate.

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

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

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

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

Report olthe Auditor-General on Lqmu l{ater and Sewerage Company Linitedfor lhe year ended 30 June, 2020
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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.

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

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

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

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control thal 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.

ffir,CPA u, CBS

Nairobi

11 February,2022
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. Lamu Water and Se*'erage ('ompanl' Limited

.{nnual Rcports and Financial Statements
I or thr r rar endcd June -10. 2(ll9

\on-( u rrcn ( ..\ssrts
5.1 71.520tl l.Ie7.1,1.1.1l'ropcrtr . pllnt antl cquipmcrrt
5.1 72.520{,197,ti{{'l olal \on-('urrent .\ssc(s

I 9.66+.1 7718.t96.777ll
,r6.llle.l l65 t.l5.1..1ri.ll+
56.{9-1.59370.{50.261

6r.666.U.17{6lfJ05'I otal A ssets

[.Qt lr\ A\l) l-lAI]lt-lrIE.s
( apital antl l{escrres

3.000.0003.000.000t5( )rdinarl share capital

nlcnt ( irrntsl)cr c lop
(1.125.8.',]6)( I 1.775.().19 )

( {25.t1-16 )(9,775,9{9)

Nun-('urrcnt Liabilities
7,770.2107.770,21016Long-lcrttt l'uy ablcs

36.890.49650.292.005t7I )c'lerrcd (irant Income
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( urrcnt.\ssr(s
I ludc und rrtlrcr rcccir ablcs

( ash irnti l,rrrtk l.rrrlltnccs

'I'otal ( urrcnt Asscts

Iictaincd cirrrr in

(a ital and Re scn'es

I'otal \on-( urrent l. iabilitios

'ro1'At. u t l.r'\ ,\\l) l.lAIllt-l'l'lIs
'I'hc llnancial statcments \\'cre approvcd b1'the Board on nlotl 2021 and signed on its

hc lr

\r: ,\g. I lnancc Managcr
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. l.anru \\ atcr antl Sevrcragc ( ompanl l.inlited

Annual Reports and l'inancial Statemcnls
l'or thc l ear e nded .lunc -10, 2020

s.r'\'t l.t\il.tYl ()l ( .\sll l'l.o\\s l()l{'l ll}. \ 1..{R E\l)EI).10.lt'\E 2020

\el cash uscd from/(used in) o erir t in lrcl i\ ities

Intcrcsl rccei\ cd

\t l e itrh enrratetl lt'ont/ rrrcrl in rriltin ruct ir iticsi)

( ash flou s lrom inr cslin actir ities

['urchase ol' rl lant and e ur IIe nt

\et cash usrd in in\ tstin activitir\

\et cash front financin acti,itics

\el in c rcast / rlecrcirrc in cash and cash uir a lcn ts

( ash and ( ash Ir uiraltnls at thr Start ol lhc Ycar
( ash antl ( ash l'l uir alents at thc Entl 0f thc Year

2. t 9-1.-166 ( 77{,9-12 )l9
lti.8ll169.193

(2.107.400 )ll (1.+0.000 )

(2,09-1,S89)( 170,807)

( :rsh llrus li'onr linancin activ itics
l6Incrcase in [.on tcnrr liabilitics

(2,977,430)
Increase,/( Dccreasc in I)evelo ment Grants

36,890.496I 3,401,50917lncrcase in Del'erred Income
-13,91 3,06613,101,509

.11 ,0{.1,5{515,{2{,06tt

5.784.8 7 I36.829,416

$,829..416l.l 52,253,4Ed

l

2021) 20t9
KshsKsh



Lanru \\alrr and Scneragc ('ompanr l.imitcd

.\nnual Rcports and Financial Stattnrents
For thc l car tntltd .lune -10,21120

S'l'..\l-lillr.\I()!(()ItP..\RlS()fi()ltltIX;El \\l)\('ll,\I-..\\I()t\IS!()RIllIlPllRlOI)I'.\l)l.l).rl).,1 \U2()ll)

25,I 76, 9.1( )

9.{{9,(X)0

Krh. Kshr Kshs K..hsRer enut
l i 000 00o -.1) .( X )( ,.()1)0 .rl. j 17.7.1)Salc ol'utrotls*

ll).i(rli.ll5 10.02 I .110r0.568.-ll:Suhsitll lionr I rlrlu ('ount\
(ior srntttcrrt

+. I (.l1 .()l I l. l() I .q1..1 1.98r. I 5lOthe'r incotnc

llt('..i(xl (r 7.5 (X )l ll6.-100Suhsidr liorn ( \\'S B

ttO,0l6,65ri 80,0I 6,658 {5..r90.6-1ltI-ota I in eonr e

[-rpt'rtscr
16.400.000 t6.400.000 I 7.1 I 1.63 5C'osl ol'Salcs

I tt.l05. l91.20 22.042.5i9I 8.405.193.10Stlll eosts

12.50(r.000 7.41 :.789

ll.(,1l].155

10.)17.1()5

1.171 .770

-1{.(r26.(}20

-1.6.r 7.:il6

r.091.I I I

0

h.h.]

I l 8.lt00

-711.()15

12.506.000Administrirtir c costs

650.000
650.000I)ircclor \' ctrolttntcnts

9.520.000 9.520.000 8.1 71.788

650.()(X)

I .-r"l7.l I 2operat In g costs

I l.l I h.ltt8 ll..l r6.-+8llll.li 6..1nrJIinancc costs

79,917,681.21) 79,91 7,68I .20 54,740.751Total erprndilurc
98.9?6.It{r (eJs0,r l3)98.976.{10Surplus/( l)rficil) for thc period

Original budgcl Adjustments l-inal budget
Actual on a
complrablc

has is

Performa ncc
diffcrcncc
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l,irnru Walcr antl Scu'eragc ( ompanr Linritotl

Annual l{cports nnd l'inanciol Strtements
I or thc r car cnded ,lunc -10, 2020

\() il..s't () t'tIt.t l't\,\\( lAl. s'l'..\'l'1.!lE\Ts

r. (;l.\l..l{.\l. l\}()lt\l \'l l()\

Irtrr KcnYan ( ompanics r\ct rcporling purposes. the balance shcet is rcpresetrted b) thc slatcmenl
()l lillanclal p()sltton and thc prolit and loss account bv the statement ol protit or loss and other

eonrprr'hcnsivc incomc in thcse llnancial statements

l. st'A'rFtMEN',l'ot'( ollPl.l,,tN( ll ANI) llAsls oF PREPARA'IION
'l hc lltrancial sliltcltlcnts har,c hccn prcpared on a historical cost basis except litr the mcasuremcnt

at rc-r alucd amounts ol certain items ot'property. plant and equipment. marketable sccurities and

lltrancial instrLlmcnts at lirir value. impaired assets at their estimated recoverable amounts and

acrLrurially dctcrniined liabilitics at their present vah.re. I'he preparation of llnancial statenlents in

conlirrntitt rvith Intcrnational I:inancial Rcporting Standards (IFRS) allows the use ol'estimates

altl assLrrlptions. It also rctluires managcmcnt to exercise .judgment in the process o1'appl1-ing thc

cL'Illlilll\'i :tL((rulltlllF l)(rlieic\

lhc linancial stalcmcnts har,e hecn prepared and prcsented in Kenl-a Shillings. which is the

Iirnctional and reporling currcnc)' ol'the C'onlpurn) .

'l'hc linancial statemcnts hale bcen prcpared lollowing the PFM Act. the State Corporations Act.

and lnrcrnarional tiinancial Rcporting Standards (IFRS). The accounting policies adopted have

bcen consistcntlr.applied to all thc )-ears presented.

,\t,t,t.t( ,A ll()\ ()1. \1..\! .\\l) l{l'.! ls}.1) lN'l l'.ltNA I l()NAl. }'INAN( lAl.
lr I t,()ti'll N(; s'l \\l).\l{l)s ( I l"l{s )

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

6

Lrnru \\'atcr and Scrvcragc ( onrpanr I-inrited cntiti is established b1'and derivcs its authoritl and

accountabilitr liom thc \\'atcr ,\ct l0()(r. Ihe Company is uholll ou'ncd hr thq ( ounlr
(ior crnrncnt ol l.anru antl is domrciled in Kcnya. 1'he C ompanl's principal activit)' ls thc suppll
()l \\ irtcr to thc rcsidcnts of' LanrLr.

IFRS l6: Leases

lhc new standard. etlective tirr annual periods beginning on or after ls1 January' 2019'

irrtlrduccs a ncu tessee accor-rnting nrodcl. *hich requires a lessee to rccognize asscls and

liabilitics lirr all lc:rses with a tcrm ol' more than l2 months unless the underlying assct is of'

low value. A lessec is required to recognize a right-ol'-use asset representing its right to use

the underlying lcascd asser and a lease liability representing its obligation to make lease

pa)-nlen ts.



. Lamu Water and Sex cragc ( ompanl l,imitcd

Annual Reprtrts and I inancial Stateme nts
F or the ear cnded .lunc .10, 2020

\()' ..S',t ()',I'lll.l t'lNA\( 1,\1. sl'Al'l.ll\I1,. N I's ((lontinurtl)

I \t,t't t( ,\l l()\ ()l \-1..\\ \\l) ltl'\'lslil) l\ t l,,ltNAl l()N,'\1.l'INAN( lAl.
l{l"l'()lt I I\(; \ I \\l).\l{l)s (ll'l{S} (( ontinrrctl)

i) llclcrant n0rr stanrlarrls and rmcndnrcnts to puhlishcd standards effcctive for the lear
endcd -10 .lu ne 2(ll9(( ontinued)

.'\pplieation ol'll;RS l(', rcquircs rishl-olrttse asscts atrd lL'ase liabilitics to bc rccognized in

rcspcct ()l'trlost ()pcratitlg lcascs rrhcrc thc Companr is thc lesscc. llascd on thc l)ircctors'

irsscssnrcnt. right ol'Lrsc asscts ol'KSh 61.666.113. lqasc liabilities ol'KSh 7.770.210 and a

clclL'rrcd tax assct havc bccn recognizcd n'ith a corrcsponding decrcase ot'the net amount in

rctaincd carnings in thcse tlnancial statL'nlcnts.

lF'RlC 23: L'ncertointy Over income lax lrcalmenls

Ihc intcrpretatipn addrcsscs the dcterrrrination o1'taxable protit (tax loss). tax bases. unused

tax losses. unuscd tax credits and tax rates when there is uncertainty over income tax

treatments under IAS 12. lt specifically considers:

. \\'hcthcr ta\ [reatmellts slrould bc considcrcd collectively

. r\ssumptions fi)r taxation authorities' examinations

. 'l hc dctcrntination ol'taxahlc. proljt (ta\ loss). tax bases. unused tax losses. unuscd tax

credits and lax ratcs

. lhc cl'lect ol'changcs in tacts and circunlstanccs

,Amendments lo IFRS 9 titled Prepal'ment Features with Negalive Compensation (issued in

October 2017\

lhe anrcndmcnts. appltcable r() zurnual periods beginning on or aller 1 January 2019. allow

cltlitics to nlcatsurc prc-pay'able llnancial assets with negatil'e compcnsation at amortizcd cost

or lair valuc through othcr comprchcnsir e income if a specificd condition is met.

Amendments n IAS 28 lilled Long-letm Intercsls in Associates and Joinl Ventures (issued

in October 201 7)

'l hc anrendments. applicablc to annual periods begrnning on or afier lst January 2019. clarity

rhar an enrit). apptiei tfRS 9. rather than IAS 28. in accounting for long-term interests in

assoc iatcs and.loint venturcs.

Amendments to IFRS 3 - Annuol Improvements to IFRSi 2015-2017 Cycle, issued in

Det'cmber 2017.

lhr, amendnrents. applicahle to annual pcriods beginning on or alier lst January 2019. provide

adtlitional guidancc on appl_,-ing thc acquisition method to particular types of business

combinations.



Lamu Water and Sewerage Companl' Limited

.\nnual Reports and Financial Statements
' For thc vear ended June 30' 2020

NOTtIS TO THE FINANCIAL STATEMTINTS (Continued)

3.APPLICATtoNoFNEwANI)REVIsEDINTERNATI()NALFINAN(jlAL
REPOR'l'lNG S'I'ANDARDS (l FRS) (Continued)

i) Relevant new standartls and amenrlments to puhlished standards effective fu the year

ended 30 June 20t 9(Continued)

Amendments lo IFRS I I - Annua! Improvements to IFRSs 2015-2017 Cycle' issued in

December 201 7

.I.heamendments.applicabletoannuaiperiodsbeginningonoralierlst.Ianuary20l9.clarif-v

thatwhenanentityobtainsjointcontrolofabusinesslhatisa.iointoperation.itdtlcsrrot
remeasure its previously held interests

AmendmenlstolASt2-AnnuallmprovementstolFRss20ls-2017C1'cle'issuein
December 2017

l'he amendmcnts. applicable to annual periotls beginning on or alier lst January 2lt). claril'l

that all inc.me tax consequences ol dividends should be recognized when a liabili:7 10 puY a

dividend is recognized and that thescincome tal consequences should be recognized in prolit

tlrloss.olhercomprehensiveinc.lmetlrequitl,accordingttlwheretheenlit},origin.rllr
recognized the transactions to uhich thcl are linked'

AmendmenlsttlIAS23-AnnualImprovementsloIFRSs20lS-20I7Cycle'issuedin
December 2017

'lhe amendments. applicable to annual pcriods beginning on or al'tcr lst January 20t9' clarily

thal the cosls ol-borrowings made specitically to obtain a qualifying asset that is sr't'stantiall)-

completed can be incIuded in tht: rlctermination of the weighted average of borrt,.,.ing c,,lsls

fbr other qualit,ving assets.

Amendments to IAS l9 titled Plnn Amentlment, Curtailment or Settlemenl (issued in

FebruarY 2018)

Theamendments.applicabletoplanamendments'curtailnrents.orsetllementsocctlrrilrgoll()r
atierthebeginningofthetlrstannualreptlrtingperiodthatbeginsonoralierlstJanuary2()19.
requiresanentitytouseupdatetlactuarirlassumpttonstodeterminccurrentservicectl::iarr.l
net inleresl lbr the remainder ol' thc annual reporting period alier the plan an''cnclmcnt.

curtailment or settlement when the cnlitY rc-measures its nct detined benefit liabiliti {ass'"t) in

the manner speciticti in the amended standard'

s



Lamu Water and Seweragc ('ompanl Limitcd

,\nnual Reports and Financial Statcmonts
'For the 1 ear tntletl .lune 30, 2l)20

NOTES'tO'tHE I'lNANClAl, STATEMIINl'S (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANf iAL

RUP()R'fING STANDARDS (tFRS) (Continued)

ii)Newandamendedstan<lardsandinterpretationsinissuebutnotyetcffectiveintheycar
ended 30 June 2020

IFRS l7 Insuranrc Contraus (Issued lS lllay 2017)

tlRSlTrequiresinsurattccliabilitiest.ibelneasuredatacurrcnltultlllmentvaltreandprtlvidcsa
tnoreunifilrmmeasurelnentandptesentationapproaclrfolallinsttranceco]tracts.,I.lrcsereciuircnlcnts
aredesignedtoachievethegoalofaconsistent.principle.basedaccotlntingforinsttranceconllacls.
II]RS I 7 supersedes IFRS 4 lttsunncc ('onlrut(ls as of I January 2021 '

Amen.lmenb to References ltt lhe Conceptual Framework in IFRS Stondartls (Issued 2i Varch

20l8- Appticublelor unnuul perio s beginning I Janutry 2020)

-ltlgctherrrirhthereviscd(tlnc,e1ttttttll;runtttt'orkpub|ishedinMarch20lS.thclAS[}alsoissrrcd

.lnl:ntltttcttt't lo Ra'/trancas t() llu: (l)ncL'!)lll(tl !,.rtunallork in ll'.RS Stuntlo.tl'r. 
'l.he dtrcttnrcnt cotttltitt'

aurendrnenrs ro IFRS l. iF'RS 3. IFRS 6: iRS l'1. IAS l.lAS 8. IAS 34. IAS 37. lAS.18' II'RI( l:'

IF.RI(: 19, lFRlc 20. ir.nlc. zz. anil Slc-32. Nor all anrendnrerts, howcvcr. update those

pronouncetnents .on"",ning relerences to afld quotes lrom the lianrework so thal they reti'f 10 lhc

revised (.(l,,c.r7l ul .-rtnrtei|0rk. Some pronouncernenls are only updated to indicate which version ol'

rhe liarnervork rhey are reterencing r., ith" IASC fiarnervork alopted b1'the IASB in lo0l' the lASti

liamcuork of 2010. or tlre ne$ i-evised tiaulc\rork ol 20ltt) .rr r.r indicate that dellnitions iri the

standardhavenn.t,."n,paut.a\\iththcllcr,l'definilionsdcvelopeclintherevisedi..ttt,L',,1llull
FnrntY'ork.

9



Larnu Water antl Sewcragc ('ompanr t inritcrl

Annual Reports antl Financial Statentt'l'rr

For thc 1. ea r cnded .l une 3(). 2020

NO'I'ES'I'O'IH E FI N ANCIAL S'I'ATEI\l F'NTS (Continued)

3.APPLICATIoNoFNE\4/ANn']EVISEDINTERNATIoNALFINANCI.{L
REPoR'tl NG s'I'ANDARDS (t FP'S) (Continued)

iii) EarlY adoPtion of standarCr

1'he Company did not earlv - ad('^l nq) nerv or am':nded standards in the year 2018'

iii) Sl-IMMARY OF SIGNIFICAI\'I A'-tlOL N'I'lNG POI'lClES

.Iheprincipalaccountingpoliciel;ac,lpt:dinlhepreparationof.theseflnancialslatementsaleset

ot( below:

a) Revenue recognition

Rt'.venueisrecognizedtolheextclitlhatitisprobahlethatlutureeconomicbenelitswilitlow
to the company und ih. ..u"nu" c,.:.n b., reliably measured. Revenue is recognized.rt the lirir

value of the considerafion receir':cl tlr c:(pected to be rcceivcd in the ordinary' cc:''se ol'thc

('tlmpuny,sactivities'netolr.r!r,e-;ldc|e<ltax(VA.I}.whereapplicable.andu.h.'rspecilic
criteriahavcbeenmctloreachot,thc('o,ll1(ln|',sacriviticsasdescribedbelow.

i)Revenuefromthesale(,{Bo()dsandserr,icesisrccognizedirttheyeariliuirielrtne
(,ompan.v.deliversprodr,.:iil.i]].;u;t()l.ller.iilccl'tst()lncrhasacceptedthcl;rodttct.'.atrd
the collectability oi thc r''iat;'' rt;ciiables is teastlnatrly assured'

ii)

iii)

il') Divi4cnd income is 1'3';1'11' ' 'rtr it 'i'rt

rcceivc lhe paymcnt is e sta '' il'"i

!'inance inconle cotttpt isus rrltsi!rt reccir'irlric

sr'cLtritics atrd is ructlqtriz(i(i ri' l)l('lii (\r lr)s:r

c lll'ctive intclcst ra(c lnetllo(i.

harrk tlcposits alld in !'-jtl'l1cili

lintc proportion basis r.lsiirll

(JrantsfromNational(irlrr.rnnlentarcrccttlinizcdlnlhey-earinwhichthe(.tnnpu.n1.
roceivessuchgranls.Ilect,rre.rl:..iil]ti]llerce.,gnizcilinthcstatemcnttll'colnprehcnsivc
in.unra. Oau. ii)pn1en1,'oapiLal ur.,,,,, "l'" 

lcc.Bliized ilt tllc statcment .l'li,anciai [x)s'tl()ll

and realizcd ill thc s1.rt.,,r,rrr, ili ;..'r"irrclrtrrtit() rlrcolllc o'u'cr tltc usetul liie tll t'ic assi'ts

thal havc hcen acquirco usilli sL,.l' liinds'

ir()t11

()ll d

l

L 
ltc

inc()nte statcl.llclrl in the )'car in which the right 1o

1 rir, ingr.rr11; 'rlatcilent as it accrttes ttsirg the glli;1;1i: g
\) Rental incomc is r'-'cit ltt '

lcasc agrcctlrcnt..

r i) ()thcr incomt is rcco""" ''

b) ln-kindcontributions

In-kind conrribution:; are donalir,r,j tlr.r1 aru uradc to thc ('(rrilr.trO'in thc fbrm of'actuul goods

and/orservicesratherthtrnt"'-.."t.'('lrashtrnlls"lhesedtlnationsrnayincluci'retrlcles'
equiprnent. or pers(,t.titcl ,",ui"..,. ,, i.,., ,i," linarrcial raluc rccoiled lor in-ki.d cr: lri6utiolts

canbereliablydeternlined.i'''i;;ntllttttl,irrcludessuchvalueinthesla,:nrentol
.,rrr]pr"t anriua income both as r('\'(:lltl(' arnd as an expense in equal and opposite alrol'll'lts:

otherwise. the contribution i\ n(tl r,'crr:.rtl(r.
tt\



' l-amu \\'ater and Seucragc Companl l,imited

Annual Rcports and l-inancial Statcments
I or thc r e ar e ndetl .lune .1(1, 202(]

\o'il..s 'l o Tlll.l I INAN( 1,\1. s'| .\'l ll\ltlr.'I s (( ontinucd)

1 \t \t\1 .\l{\ ()t.'st(;\Il"l( \\'l .\( ( ()l Yl l\(; l'()l.l( ll,lS (( ontirrrrctl )

c) l)r0pertr, plant, and equipmenl

..\ll cutcgories ol propcrt\. plant. and cquipnrent arc- initialll' rccorded at cost less accumulated

dcprcciation and intpairnrcnl losscs.

( crt in catcgorics ol'propcrl\. plant. and equipment are subsequently' carried at revalued

irll()g1ts. bcing thcir I'air valuc at thc datc ol'rcl'aluation lcss any' subsequent accumulated

tlcprcciation and inrprirnrcnt losscs. \\'herc rc-rreasuremcnt at re-\'alued anlounts is desirct.
all itcnrs in arr lsscr ealcg(rr\ arc rc-raluctl through pcriodic valuations carried out b1

inrlcpendent c\lcrnal \ illtrcrs

Irrcrcases in thc carrling antounts ol'asscts arising fiom re-valuation arc credited to other

contprehensive inconre. Decreascs that oUlct prcvious increases in the carrying amount ol'the

same asset are charged against the revaluation resen'e account: all other decreases are charged

to prollt or loss rn the incomc statement.

(iains and krsses on disposal of items ol'property, plant, and equipment are determined by

cornparing thc proceeds liont thc disposal with the net carrying amounl o['the items and are

rccognized in prolit or loss in thc incomc statcmcnt

d) Depreciation and impairment of propert1, plant and equipment

rrcchold land and capiral work in progress are not depreciated. Capital work in progress

rclatcs mainll to thc cost o1'ongoing but incomplete works on buildings and other civil works

and installations.

I)cprcciation on properl\. plant and crluipnrcnt is recognize'd in the income statenlcnt on a

.tr,iighr-lira tritsis lo nritc tlorrn lhc crlst ol caclt ilsscl or tlle rc-r'alued anlollnt 10 its residual

rulLrc orcr its cstitttatcd usclirl Iilc. Ihe anttual ratcs in usc arc:

lluild ings and civil urtrks
l'lant and machincrr
Motor vehiclcs, including Inotorcycles
( ()nrputcrs antl rclatcd cquipnlent
( )llice e quiprlcnt. litmiturc and littings

r\ lull lear's deprc'ciation charge is recognized both in the year ofasset purchase and in the

year o1' asset disposal.

Irenrs ol' propcrt)-. plant and cquipment are reviewed annually lbr impairment. where the

carrying anruunt ol'an asset is assessed as greater than its estimated recoverable amount' an

inrpairment loss is recognizcd so lhat the asset is written down immediately to its eslimated

rccoverablc amount,

1.5 %o

t2.5%
25%
30%
12.5o/o
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\() t[.s t () 1'll[. ['l\ \\('1,\1. s'| ,\'l'l]\ll'l\'l s (('ontinuerl)

{ sl'ttt\l,\ttl' ()l. sl(;Nll,'l( AN'1 .\('( ()trN.l lN(; l'()l.l( ll'ls (('ontinuctl)

c) I ntangiblc ssstts

lntangihle asscts conrprise purchased computer sotiuarc licenses. uhich arc capitalizcd hased

()r.l costs incurred to acquirc and bring to use thc spccitic sofiware. 
'l-hese costs are amortized

()\cr tlle estirrratccl usclul lilc ol'tlrc irrtangible assets lionl thc )ear that thcy are available lilr
usr'. usuall\ orcr three vcars.

l) Amortization rnd impairme nt of intangihle asscts

.\rlorlizalion is calculated on rhc straitrht-line hasis orcr thc estimated usclirl lilc ol'computer

soliuarc ol thrcc \ cars.

,\ll conrputcr soliuare is revicued annually'lbr impairment. Where the carry'ing amount olan
intangihic assct is asscssed as Brcttcr than its estimatcd recoverable amoutlt. an impairment

loss r.s rcc,,gnizctl so that thc assct is *'ritten down inlnlcdiately to its estimated recoverable

alt'toLltlt.

g) lnvestment ProPer$'

Iluildings. or parr o1'a building (lieehold or held under a tinance lease) and land (lieehold or

hcld unJcr an operating leasc) hcld lirr long ternr rental yields and.ror capilal apprecialion. and

which are nor occupied bl thc entity. arc classilled as invcstment properly under non-current

asscts.

InYcstnlcnt propert) is carricd at lair l'alue, representing opcn market value determined

pcriodicalll. hf indcpcndcnt cxtcrnol values. Changes in tair values are included in profit or

loss in thc incomL'statement.

h) Finance and operating leases

[.cascs u,hich conl'cr substantially all thc risks and rewards oi ownership to the cntit] arc

classilled as llnance leases. IJpon initial recognition. the leased asset is measured at an

antount cqual to the lower ol' its {air Value and the present value of the minimum lease

pay.nrc,nts. and the asset is subsequentll. accounted lor per the accounting policy applicable to

that assct.

All other lcascs arc trcalcd as opcrating leases and thc lcased assets alc rccognized in the

stlttct)tcnt ol linancial position to thc c\tcnt ol' prcpaid leasg rentals at thc end o1'the y-ear'

l)avnrerrts rnadc undcr opcrating lcuscs are recognizctl in profit or loss on a straight'line basis

o\er thc tcrnt ol-thc leasc. l.casc inccntives receiYcd arc rccognized as an intcgral part ol'the

roral lciisc c\pensc ovcr the tcrln ol thc lease

tl
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I st l\fl\tAIt\' ()1.'sl(;Nll.'l( .\N'l A('('()trN'l'lN(; l'()l.l( lt"s (('ontinuetl)

i) l'ixcd interest investmenls (bonds)

l;ixcd intcrcst invcstntents rclcr to invL'stmcnt funds placcd under Central Bank o1'Kenya

t(.llK) long-rcnrr irrllastructut'c honds and ()thcr corporale bonds to earn intercst income

upon thr bond's disposal or maturitl . Iiixcd intcrcst investments are tieell' traded at the

\1ir6hi Sccuritics []schangc. Ihc bonds arc nrcasurcd at t'air value through protit or loss.

j ) Quote d inr cstmtnls

Quotcd in\cstnlents urc clussillcd lls non-culrcl'rt asscts attd colrprise rnarketablc securities

tradcrJ liccll at rhc Nairobi Sccurilics I:xchangc or othcr rcgional and international sccuritics

exchanges. Quoted investmcnts are stated at tair value

kl I nq uotctl inreslnlcnls

lrncluoted inVcstnlents arc stiited at a cost under non-current assets and comprisc equitl'

sharcs hcld in othcr ( ior crttntcnt-ou ned or controllcd entities.

l) I nvento ries

Inventorics are statcd at the lower olcost and net realizable value. The cosl of inventorics

comprises purchasc pricc. impon duties. transportation. and handling charges. and is

dctcrntincd on the nroving avcrage price mcthod.

nr) 'l rarle and othtr reccivahles

lradc and othcr rcccirahlcs arc rccognizcd at lair value I'cr.ler allowances ltlr an}

uncollectiblc anlounts. llrcsc arc asscssed lirr inlpaimrcnt continuingll'. An estimate is nradc

ot'doubtlul rcccirahlcs bascd on a rericu of all outstanding amounls at the )'ear-cnd. Elad

dcbts arc n'ritten otl alicr all cllbrts at recovcr) havt'bec-n exhausted

n) 'l'a ration

('urrcnl in (0rrt( lu-\

('urrcnt incontc til\ assets and liahilities lilr thc currcnt period are measured at thc amount

cxpccted to Lrc rcc0r'cred liom or paid to the taxation authorities, The tax rates and tax laws

u..,d to.n,rprte thc amount arc those that are enacted or substaltivel,v- enacted. at the

reporting date in the area u'here the Entity operates and generates taxable income. Current

incu." ia, relating kr items rccognized directlf in net assets is recognized in net assets and

not in thc statcmL'nl ol'llnancial pcrtormance.

ll
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-l St'NlNl,\l{\'()l'Sl(;NII.-l( AN'l A( ( ()tiNl'lN(; P()l.l( lHS (( ontinuctl)

n) Taxation (Continued)

Current income tu (Continued)

( uncnl inconre tax assL'ts and liabilities lirr thc currcnt period arc mcasured at the anrount
crpcctccl lo bc rcco',crcd liorn or paicl to the ta\ation authoritics. 'l hc tir\ rates and tax lar.rs

rrscd 1o corlrl.rLrlc' thc ant()rrtl ilrc thosc lhill rc cnsclcd or substantiVelY cnactcd. at the

rcporling date in thc:rrca uhcrc thc Ilnlrt) opcratcs and gencriltcs taxablc incornc. ('urrcnt
ilrconrc tax rclirtir)g to itcrrrs rccogrrizctl directli in nct assets is rccognized in nel asscts and

!lanagernent pcriodicalll'evaluatcs positions taken in thc ta\ rL'turns conccming situations
in nhich applicahle 1ax rcgulations arc subicct to interpretation and establishes provisions
u'herc appropriatc.

Deferred la-r

I)elcrred tax is proridcd using thc liabilitl method on temporary dillerences botu'een the

tax hases ol'assets and liabilities and their carrying amounts fbr tinancial reporting purposes

ill thc rep(,rting datc.

I)efened tax liabilities are recognizcd fbr all taxable tenporary dillcrences. except in

respect o1'taxable remporary dif'lerences associated with investments in controlled entities.
associatcs and interests in.ioint vcnturcs. *hcn the trming ol'the reversal of the temporary
dil'ltrcnccs can be controllcd and it is probahle that the temporary dilferences will not

rcvcrsc in thc ltrresecablc' luturc.

I)cl'crrcd lcx assets rre rcc0gnizcd lbr all dcductible temporary' difl'erences, the carry

firrward ol'unused tax crt--dits and any unused tax losses. Def'erred tax asscts are reoognized

to the extent that it is probable that taxable profit will be available against which lhe
decluctible temporar)' ditferences and the carry fbrward ol'unused tax credits and unused tar
Iossss cir,n bc utilize-d. cxccpt in respect o1'deductible temporary dillerences associated with
investmenls in controlled entitics. associatcs and intcrests in joint ventures. deftned tax

asscts arc rccognized onll'to the extent that it is probable that the temporary dif'l'erences will
rcrcrsc in thc lirrcsccahle tuture and taxable prolrt will be availablc against which thc

tcnrporar) dillsrcnces can be utilized.

'l'hc carning arnounl ol clelerred tax assets is reviewed at each reporting date and reduced lcr

the exteut that it is no krngel plobable that sulllcient taxable prolit will be available to allor.r'

all or part ol'thc del'erred ta\ asset to be utilized. lJnrecognizcd det'erred tax assels are re-

asscsscd at ciich lcporting datc antl arc rccognizcd to thc extcnt that it lias beconre probable

that lulurc taxablc prolits riillallor.i the dclcrrcd tax assct to bc rccovered.

I)el-erred tax assets and liabilities arc mearsured at the tax rates that are expected to apply in
thc t'ear u'hen thc asset is realized or the liabilit) is settled. based on tax rates (and tax laws)
that have been enactcd or substantively enacted at the reporting date.

l+
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{ sl M}tAR\'()F sl(;NIFI('.\N L,t( ( ()t'NTIN(; I'()Ll( ltls (('ontinucd)

n) 'l ar atio n (('ontinued)

DeJerred la-t (Contin ued)

I)clcrrcd tax rclaling t() itcnts rccognizcd outsitle surplus or dcljcit is recognizcd outside

surplus or dcllcit. I)clcrrcrl tax ilcnrs arc recognized in correlation to the underl)ing

transactiun in net asscts. I)cltn'cd tit\ asscts and delerrcd tax liabilitics are tllllet ifa legall.,"

cnlilrccahlc right crists to sct oll eurrcrlt tax asscts against currcnt irtcome tax liabilities and

t[c dclcr.rctl tarcs rclatc to thc sa11c taxablc cntit! atrd thc satlc taxation authtlritl.

o) ( ash and cash cquitalents

( ash anil cash equir.alcnts comprise cash on hand and cash at bank. shon-term deposits on

call and highll liquid invcstrlents uitlt an original maturity' of'three months or less. r.rhich

arc rcadily con\crtible to knor.lr anrounts ofcash and are subject to an insignilicant risk ol'

changes in valuc. Ilank account balanccs include amounts held at thc ('ontral Bank ol'Kcn1a

antl various C'ornntcrcial Ilanks at thc end of' the reporting period. Ifor thcsc linancial

sliltctltcnts. cash and cash cqLtivalents also include short tcrm cash imprests and advances tcr

authorircd public otliccrs anclior institutions that were not surrendered or accounted lbr at

thc cnd ol'thc linancial 1car.

p) llorrolr ings

Intcrcst-hearing loans and ()\cr(lrillis alc initialll recordc'd at thc litir ralLre heing rcceired.

nel rrl issue costs associalctl riith thc horrtruinS. Suhscqucntlr. thcsc arc nleasured at

alrgrtizerl eost irsilg thc cllcctirc inlcrcst ratc tncthoil. ,\ltlorti/.cd u(,sl is calculated b1

taking into accounl iln\ issrrc cost trrrd an1 discourtt oI prcn]itll1'l on tllc scltlcmcllt. []inance

charges. inclLrding prcntiurrs pay'ablc ol'scltlcmcnt or rcclentption. arc accounted lbr on an

lccrual hasis and arc addcd to thc carrying amount ol the instrument to thc extent that they

rc nor settlcd in the pcriod in rvhich they arise. [,oan interest accruing during the

construction ol'a proicct is capitalized as part of'the cos( of the projcct.

q) 'l radc and other par ahles

lracie antl olhcr pa)ables arc non-intercst bcaring and are carried at amortized cost. rrhich is

mclsured at the litir r alue ot'the contractual value ot'the consideration to be paid in tuture in

respect ol'goods and services supplied. whether billed to the entity or not, less any payments

nradc 1o the suppliers.

l5
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NOTES TO THE l"lNANCIAt, S'l'ATllMllNTS (Continued)

4SUMMARYoFSIGNIFI(.,\NTAC(]ot,NTtN(;P()LICIES(Continucdl

r) Retirement benefit obligations

l.hecompanyalsocontributcst(}tilcstatutoryNationalsocialSecurityFund(NSSF].-l.irisis
a detincd contribulion scltr-.tl-.c rcrIistcrcd undcr tlr.' l']:lional Social St-ct,ritl, Agr, 

.l'he

company.sobligati<lnunrlerthcschcmeislimiteJttlspeciticcontributions|c{islaLc(lliont
timc to time .

s) Provision for staff leavc Pa.i

Employces. cntitlementS ,<. atlnttit| lt-.:'lt'c are rcctll]t.::,;tl cs lhe'.: accrue 3t thc ,.-,:rnlo'',-.cs, .\

pr,r"irinn is made lirr th,: c:ttiit.tirtcrj tiability lbr annt al !,:ave lt lhe r.poning dale .

t) Exchange rate differences

l.heaccountingrectlrdsltterrraintainedinthcfuncrionalcurrencyoitheprinrar''c,]t)]!)ll,tic
environment ln *hi.tt 111' qrltilv operales. K':r'',r' Shillings'.I'rans:":tir-'n:r i:. 1'riiir':'t

currencies d"ing th" tt*t'pJi"'i ar: trlmslll?(J ;nl{r lhe I'urrclional (''llrr! ili\ tlril'3 thL'

exchange ratcs pre;iling at the dates ol the transactions or valuation where iterns arc rc-

mcasuretl. n"v turJgl, I;ongc goin, and losses resulting tiom the settlement of sucll

transactions and thei tirn.!utinn ,-rt r,-car-cnd exchanil': 'ates 
()f monetar) assets end li.hiliti*s

denominaterl in tbreign currencie:; are tectlllnizcrl in nroli( or loss

u) Budget information

Theentity,sbudgctisllr:ltarctlonadit}br(.nlhasistothoaclualincomcand..,oe:.'dittrre'
<Jisclosed in the financial st;rtements. 'l he f inancial statcments are preparcd on r'l af(;rtlill

basisusingaclassit.icitionba::etlonlhenaturcol.lxpcnsesinthestatemento.linlnr.ial
perlbrmance'wherea.stlrchurlltctlsprcparedonitcashhasis.,l.heamountsllttiretil]ancial
statements were recast liom tlrc acciual basis ro the cash basis and reclassiticd Lry

prescnlationtobcontl,,csalllcbasisasthcapprovodburlget.Actrnlparistrnol.btrtlgeiantl
actual amounts. pr"f*"a on a comparahle basis to rhe approved budget. i-s then prescnted iu

the statement ot- 
"'nrrp,.io.,, 

ol. hr"rdllel anrj acl,-ral itmounts. In addition to th,t llasis

ditterence, adiustmclnts l(r 'lllrr"lrlts in tl'c linarr':ial slirt'jll'lents Ire also nrtt'-lc li)" dili(:rcnccs

in the tbmrats and clilssili(:r]ll()n schcnre:; acloptc:l 1i'r the presenlaliorl ol tile illtirttc ll
statenlenls and the approvcd htldll(''t'

AstatenlentloreconcilethcactuilllD](|untstrr.actrttr.rarahlcbasisincltrrledinlhesij'ttelil.lll
of comparison oI-budltct itl.<1 lrct,r tl amounls nn., 11-," 1.';ltrl.ls :rs per the stittc.n..nI . ,..:::,t.t. .ll

perlbrmance has beerr 
-pr.cs.- 

nt(:(i llndcl. lllc budect sccitr.rn ol.lhesc tjnirnciilI Sti]tcl: I]ii

l(.r
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NO'tlls'l'O'I'Hl'l 1'lNANClAt. STATE'MEN'IS (Continued)

.l sl.lMMARY OF Sl(;NIFtC^'NT ACCOLJNTIN(; P()LtC'lES ((iontinucd)

r') Sen'icc concession arrangements

.l.hcCompanl',anall,sesailaspecrsol'serriceconccssitrltarrangements.no.l..nl",.;intrlirr

determining the apPropriltlc :,ccounting tr.3ll)lont anr.l disclosurc requiremenls lrr partictrlar'

whcrc a private party conlribures an asiet to the arrangcntent' the tintit-v recogniz' that assct

whcn,andonlywhen.;tc'lnlrolsorregulalcslhcsgn'iccslheopcralormustpro\'lrtogcthcr
rviththeasset.lowhomilnrustprovidetlr.:tn.anclatu,halpricc'lnth.ecaseofa-selstltlicr
than 'wholc<rt'-lil'e' assr:ts it conlrr'ls. throuqh owncrship' benelicial entitlenrenl' ot'

ttlherwisc any significant residual in(erest in thc asst't at thc cnd ot'lhe arranl;emenl l'n)'

assclssorcctlgnizcdarcmi-asttredattheirlairv:lltte'Iiltlrcexlentthitlanasselhirshccll
rccogrrized.the(.ompanvalsorecognizt.sac<trrcs,rtlndingliabilit.v.adiustedbvac:tslr
considcration paid or rec.''ived'

5

w) Comparative figures

Wherenecessarycomparativcfigrrresf.lrrtheprevioustrnanciall,earhal.eheenanrentled<rr
reoonfigured to tonform to lhe required changes in presentation'

x) Subsequent events

-l.here have been no e'ents atier the financial year-ertl uith a signilicant impacl ()r the

llnancial statements for the ycar ended J 
'rne 

i0' 20':11

SIGNIFICANT JUDGMENTS AND SOTIRCES OF E'STIMATION

UNC]ERTAINTY

l.hcpreparationol.thcl:rnitlsliirat.cia.ttatcll)uilliitretrnlirnnityr,'irhIFRSrr:qttircs
managementtomakejudgmcrrt,..,ti-ot",anclassumptittnsthatall.ectthereportedamt.rrtntstll
revcnucs. expenses. asscts anJ i;ahilities. an,i tlre discios.rrc ol'contingcnr liabilities. L1 tlr. end

olthcreportingperiod.Howeuer.uncertaint),aboutthcseassumptionsandestinl.lleScould
result in outcomes that require a ,naterial aC.iuslrr,enr to lhe carrying ar'.tttunt c't llll a:ls(lt or

liabilitl altected in tuture p.'"i'-"d:'

fi
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st(;\tFt( .\\'t ,tt tx;E\ili\1's .\\t) sol l{('ES ot' ES'II}lATlo:\i tr}IcERTAINTY
(( ontinucrl)

[.s t ima te s an(l irss u nr ptions

lhc kcr assunrptions conccrning thc llturc ancl other ker sourccs ol csl.itlatitrtr unccrtitintv al

thc lcporting datc. that har c a signilicant risk ol'causing a nratcrial adiustnrcnt to the canJ inB

anlounts ol asscls anrl liabilities riithin thc nc\t llnancial )car. arc described belou. 'lhe

( onrpanr hascd its assurlptions and cstinratr's on paramctcrs availahlc r,lhen thc llnancial
stillcnlcnls ricrc prcpnrctl. ll()\\c\1.r. crisling circunrstunccs and xssumptions about tlturr'
clcr eloprrrcrts nral ch.rrrgc drrc to ntiirket clrarrgcs ru circtrrrrstanccs arising hclond thc control ol'
the lrnlil\. SLrch chlrngcs arc rcllccletl in lhc irssunlplions $'hert lhc\ ()ccLlr.

I scful lir cs lnd residual r alues

I'he usetul lives and residual values ol'assets are assessed using the lbllowing indicators to

inlirrrl potential luturc use and value fiom disposal:

o Thc condilion ol'thc assct bascd on tlrc asscssnrent o1'experts employed by the Company
o I hc naturc ()l'tlrc assc1. its susccptibilrty and adaptabilitl to changcs in tcchnology and

processcs

. 'l hc naturc ()l thc processcs in u'hich thc assL't is dcplol'ed

. .,\railabilit)'ol'lirndrng to replacr- thc assets

o C'hanges in the market concerning thc asset

Provisions

Provisiorrs wcrc raiscd and managerncnt dctcrmined an estimatc hased on the infbrmation
a i ai lah lc.

I)rorisions arc nrcusurcti at lhc managcnlcnt's hest cstimate ol'the cxpenditure requircd to setlle
thc obligation at thc rcporting datc and arc discounted to prcsent value \t'here the cllect is

rrrate r ia l.

lli
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\() l [.\'l'()'l'llti Fl\A\('1,\L s'Lt l'r:]tEYIs (( ontinucd)

6 I{1..\ 1..\t tl

( iross salcs ()l'\\atcr
'l'otal

7 ( OS I OI S,\1.[.S

lcc tric itr and u atcr

cr r lec (\\'ASI{lrll)
('henr ic a ls

I Lrcl
'l otaI

n (;t,t \\'t s ilto\l (;o\'l.ll{\\ll.lYl l,.\'l l'l Y

(irants lior:r C'ount\ (io\'t (secondcd stall-)
( irants lionr ('oast \\'atcr Scrr ices Iloard

.]].3 t7.745

..12,.r I 7,7{5 {2,58.1.2 l0

1.567.35 t

I I .050.01 l
I .i-14.61.1

l7 661,27[t

i.7,1J.900 .1.082.440

6 7.,i ( X) 186.300

ln krnd I)onations (( ount\ (ior't-clcctlicitr i

lrr kind [)orrations ((.1]k)rinc)

kind I)orrat ions ( c'lcctrical acccssorics & ntaintcnancc ) 7 t4.000
In kind I)onations (Lauitsco sl.nl'l sala t.550,(xx)
Irr kind [)onations (l:ucl)
'I otrtI

l lrr Iind thnations lionr thc counlr arc direct iLrpplr and cleliverl ol'goods to thc compan) ]

I .292.71 0

2 ti6.l (x)

740.rJ71

.r86.60i

l7 lt2 6.15

1.071 .6 1 0

732.340
{,.161t,7{0

le

ti.lq3.2lq

2020 2019
Kshs Kshs

1.3 I 1.700

12.722. l 3.1
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r.001).000 
'

:IJ0.000,

I

I
t0,08tt,7{0
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Lapu Water and Sovcr:rge Companv Limilttl

Annual Rcports antl Financial Statemcnts
'For the year cntletl .lune 30,2(Dl)

N() l l'ls'1'()'l t'lU l-lNANClAl. S'l'Al'Ei\lEN I S (('ontinucd)
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I 0 (a) ADMINIS'[R^'tlON COsfS

';r!,:t::t-,r't:...'..'
1,r.,

Stoll' c0.r . (,rol( l()l))

5 5.( )l{( )

2,98{,t 53 3.08I ,7{ I

I I 6.(XX)

29,{55,321.|
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I )rrcctors cnlolulnenls
('()tl'ltn(tlti,- irti(r!r 1, r r',,- 1-s 111111 sltpp lics

O:'licc:rrd .-'ucrirl s lies and se n'iccs
Prc','i:.;iott li,r i::'cil lit:

lrr,'r,,rii

l\ illl(r cr)lnnl I ssl{ )rls
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r01..{(X)
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5:r 7.5(X)i 15.(x)0
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I 69.1 93

t37ll.(xx)
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l.(xx)
96.5(X)

I,l.(x)0
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Lamu \rVater an<i Serrerage Companl' Limiled

Annual Rcports and Financial Statements

car cntletl .lrrne 30, 2020'For thc r
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Lamu Water and Sewerage Company Limited

Annual Reports and Financial Statements
For the year ended June 30,2020
NOTES TO THE FINAI\ICIAL STATEMENTS (Continued)

12 PROPERTY, PLANT AIID EQUIPMENT

Kshs

t7 n0
000

I I l0

t2 487 590
314 616

I

t91

Kshs

l5 s2,7 t0
1 .100

l7 I l0

ll 095 09'l
191

I

I .J.l

Charge for the year for computer and related equipment includes Ksh. 66,000 being 30% of220,000 (new computer purchased) and 170,350
being net book value for computer and related equipment for the year 2019(fully depreciated)

ORcosr
VALUATION Kshs Kshs Kshs Kshs Kshs Kshs
At July l, 2019 4,000,000 4,966,000 987,500 630.400 5,756.210 I,320.000
Additions during the year 220,000 t20,000
At June 30. 2020 .1,000,000 ,1,966,000 t,207,500 630,400 5,756,210 t,{J0,000
DEPRECIATION
At July l, 2019 2,OO7,170 4,966,000 8t7.150 t9t,247 4.34t.023 t65,000
Charge for the year 100.000 236,350 78,800 't 19,526 r 80.000
At Juoc 30, 2020 2,107, r 70 {.966,000 I,053,s00 270,047 5,060,5,19 .l{5,000
NET BOOK VALUE
At Junc 30,2020 r,892,8J0 154,000 J60,353 695,661 |,095.000

COST OR
VALUATION Kshs Kshs Kshs Kshs Kshs Kshs
AtJulv l - 2018 4,000,000 4,966.000 570.500 t60.000 5,756,210
Additions during the year 417.000 470,400 1,320,000
At Jure 30, 2019 4,000,000 4,966,000 987,500 630,.r00 5,756,210 I,J20,800
DEPRECIATION

At July I, 2018 1,90'7,170 4,966,000 487.983 I t?.u1 3.621.49'l
Charge for the year 100.000 329,t67 78,800 719.526 165.000
At JuDc 30, 2019 2,007,170 .1,966,000 617.150 t9t,217 4,J,11,023 t65.000
NET BOOK VALUE

At June f,o, 2019 1,992,830.00 170,350.3J 439,153.00 I,4r s.r 87.00 I,155,000.00

22

2020 lluildinss
Motor

Vchiclcs
Computcrs ond
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Ollicc equipmctra,
Furniture strd Fittioss

Phna sod
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l* rtcr
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I Motor Computcr3 ar!d Omce equipmcnt,
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Plaot and
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l.amu \\atcr antl Screrage Companv l,imitcd

.\nnu l Rcports and Financial Stalemcnts
lor lhe r crr ended .lune 30, 2020

l-l lrr) I lt.\l)ll .\\l) O-rlll.R Rl:( l.l\'.\lll.[.s

Iradc llcccirahlcs I( uston'rcrs dcht()r\)
I'rrrr ision lirr dtrubtlirl reccivlblus

15. t96.777 I a).(, ll.l 77

I 5.1 96,777 t6.6 | {,1 77

i().()0()

.r.(x)0.0()0 l.00
Itt,le6.277 I 9.(16{. | ?7

I5 196 171 16,6 r { t7'7

5 2.I5 -1..18.1 I6.tt]9.{ l6

52,253.{8{ 16.829..t l6

I )cposits anil prc-par nrcnls (l)cposil
ln st:r llat ion ol clcctricit) )

\llrrchtrldcr: rccci\ ah lc\
\rl lrirdc ilnd ()lher rcceirahlcs

l-l (l)) I ll \l)[. lil.( l:l\..\ltl,[-s

( ir0\s I rit rlc rcctir nh lcs

l)rrrr rsion lirr doubtlirl rcccivables

Ncl tradc rccc i\ ah lcs

l.l rt)ll,\\K,\\l) ('ASll [i..\1..\\( ].S

( rrrh irl bitnl
( ash irt ltand

lirl

16.6 t 1.t "l715.196.777

ll

2020
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2019
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l

l

2020 2019
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l.anru \\'aler and Seuerage (-ompanr l.imitcd

Annual Reports and l'inancial statemenls
For thc.rear cnded .lunc J0, 2020

\() l IIS T() I'Hl. t INAN( 1,\l- S'f A1't. i\l l. \1'S (( ontinued)

lJ h) t|ANK ANI) ( ASII llAl,A\( t.S (( ontinuc(l)

Iltt rt,tkc ull (rl hlnl hltlltnrc' lrtt,i sltirl lcntt d(f(r\rl\ r\ lts li'llors

l)ctailcd attal\sis of thr rash and cash cqui]alenls

Krrrr l ( orrrrrrcrcial llrrnk
( U\t(r lct J)(l)()\t( \ lll)il \eer)lnl
\ll\ ttt!\ il(i(JIlttt
( LrrrcII .ra!(,ut]l
\ ulr- I (rtil I

.\ ll( llank
I i\cd I)cfosi1(AI]( )

Illrzirrr ( rrrrcnt lrc(rur1l (.\ll( i
( ,, l!.rll(,rl iracr\Ulll (\ll( )

Ilazina( rrrrcnl acc()r.rll { \l0k()\\ c
ll,,uschr'ld -\an 

it,lt i.'n pnlcut )

l-quit\ liank

- 
rlllugg \\ atcr And Sanitation l)ro ccl

I I t77.r7.jtl
I 01I,i90()6()l

I lr).1751)el7

t..l.r 5

578

6.J91

90 8.( )99

:9-l t5
16.8 _r 0

9.506 98{.2 {{

r.904.329 r.677.98I009t0000t00t018
00qlI500t00|579
(x)et I 7(x) t000021

(16.3 r.r)
I .956

I ll.l9()
ll I .lJ ll(,

.107. 1 5 5

2.259,r26. t.qJ2.l66

------]-
l:90l7tltl5l715 t9.754. | 37 l7.l99.lt t6

t5e027885.1772 Il.6tt l.ll9 I 6.(, l .l. l t)0

l5eol79;lq28l6 7.5.19..1 7l
31.9 13.006

2.99 8.00()l, e() lt t.000
1.000

I 1.000

J.IXX) l.r)00

( hairnran 0l [-arnu ( ountr t.000
1,000

00() 0(x)

( ountr counc il clcrk
J

16. l-O\(; t httll l-lAIlIl.l f lLS

202r) 20t9

l:!'ll!:t!l!l I99!!' '7 ,710,2t0 1,770,21$

Ihc long ternr liabilitie s rclatc to CWSB lcasc lees invoices for water infiastructure and which have
hccn rcrchcdLrlecj li)r pa\nrenl illisr the ncxt linancial lcar have becn classilled as Iong ternr liabilities

tl

2020 I
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I

{x)el I i00I005_,l5 I

l
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l, mu Watcr iin(l Sencragc Companl" Limited

',\nnual Reporls lntl Financial Slalcmcnts
F-or (hr vcar cnrlcd ,lunc 3(l zlt2ll
NOTES TO TllE FINAN('IAl, STATEMENTS ((bntinucd)
I7. DEFERRED (;RANT INCOME

2020 2019

J6.tt90.{9r[)clLrred sra tl ine o:ne 50.292.(Xr5

I)cl'errcd grant incor:rc relatcs to der clopment grants received tiom thc countl golernment and tv\' :i:'l'

I II. TR-\I)E,\\I\ I}TIII,It P,\\',\I}LES

.l.r.idc pn.,lhtcs

Ae c rLrc,,l cr perrscs
( )t,ter I-i,r .,r, e .
('rrstomer I)e os il i\ccorrnl
( rrslotlet l)r'Lpq)nrcrts
Ioti.rr

19. \Ol'[-S I-(r r , I r'. S'i ,r r t.]l].N'l ()] ('ASH I l-()\\'S

lntercst Iicccir ed
()pcratinq prolit/(loss) hclbre working capital
changcs

( lllcruii.( ) rl!Lie.rsc in trudc and othcr r,:ceivablcs

Inercas.'ideercasc) in tradc and other par ables

('as lr ir r'r i ilt((l fi uln/ uscd in () ct aI t0ns

lr n tiar\.ir 0i r'.rslt antl cas i\ itlrn ls

( ilsir irl l)itlii.

l ril rit nr:e at cnrl oflhc rear

t.347.0(X)

2 6.361.8J9 17,{31 .2{J

8.8.r4.757
2.5 86.0 tt0

7ll_695

(1,997,1211

.1..1(rl.()56)

J6.829 l6

52.251.484

r

i.9i 8.7 t I9.012.1q2
1.2i I .(x)0

12.647.383
2.7.1.1.0lt1

727.882

(6.276.406)
1.192.1e-lI .i 14.676

(9..i 50. I I .r)

(a) Reconciliation ofoperating prolit/ (krss) to cash

Et,r.'l . t.,l i lr'{usrrl ir) opc:-ir'io:rs

().. I r ,, ,i,'::)
i)c l'C!,.lt l(,1I

(rr3.8rr)(169.19-l)
(lt,204,630)

I ..167..100

8.93 0.5 96

2.193,366

It.6ll5.7ll,r

( 77{.9J2 }

.l6.lt] 9.l l6

52.25J

.l_
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[.amu \\'lte r antl Seucragc (.ompanv l.inlitcd

,\nnual l{eports antl Financial Stxtcmenls
For lhe lear endcd .lunc J0,2(120

NOTES TO TllE FINANCIAL ST{TLMENTS (Continued)

20. RELATEI) P,\IITY DIS('LOSI.:RI S;

(a) (;oIern mcnt of Ken!'a

'l lic C(,lnl) (,ov!t.n,nulrl .rj'Lrirrr,r is tne priucipal shareholder ofthe Company holding l0()"/o oI
the Cornpanl 's cquit) inlcrest..

( )lhcI rclatcd parlics ittclttilc

i)
rr)

iii )

ir )

('oirst Wrtcr Scrviccs lloard
( ount\ (ir,', cr r;rrt!'r,t aj'l..,rr'ru

Ktj\ rnilnagcrn!'ttt:
lJoard ol dircctors:

Transactiotts lrith rclated Partics

b l.r ?rlnscs incurretl on hehalf of rolated

t.939.065

1.0 82.1+0
I tt6..l ( x)

{,J6tt.7{0

74ti.9.lo
2.940.5 0 8

ldnrini:'.r i,i.,r, l'-r: 1.., ( ' , '

'l otal

r) ht\ lu a rlagerrrcn I c., irr l)cllsil tio n

I)ircctors ttttttltttltt:ttt s

( \,li')(usaii()rr lo k(', nr. r.r,-ltr11ct1[

'l-tt,l 1,705.f,08. 00 3,689,{{tt

Glqrt-s l'n:'r ( ou!ti.r Oovs.tttnertt
Granls liopr ('()ast \\'itl,lt S,:tt ic"r Ii,rrrd

.l-olal t 0.0tt8 7{0

a) (irrnrs Irot;ir lhr (itt\.t rntntnt

r0.02 t.2.t0
67.500

):trl\

2.913.707

2,9t 3,7071.939,065

.1.705.i08.00

26

-t

T

2018-20r9
Kshs



l,anru \\lt(r ln(l ScwrrrB0 ( ontJranr l,imitetl

.\nnual Reports antl l"inancial Statcments
I'ol lhr \ rnr endcd .l u ne Jll. 2020

lt. Ft\..\\( 1.\1.l{lsK \'l .\ \.\ (;1, \l l,l\'l

I lre ( onrpanr'\ ircli\ rtrf\ e\l(lil: rt trr ir lrr ct\ rrl linancial risks including crcdit and liqUiditl
rrsLs arrr,i clli'cts ol cl'lrltgcs rn lirrcign cttrrenct. Ihc conrpanv's overall risk manageln('nt

pr()l.lrlnrllrc lircuscs on Lrnprcdictahilitr ol chanucs in thc husirress cnvir()nmcnt and seeks ttr

rninrnrisc thc potcnlial adrcrsc cllecl ol such risks on ils pcrlbrmancc br sctting acceptablc

lrrels ol ri:k. Ihc conrpan\ <ioes not hcdgc an1 risks and has in placc policics l(r cnsurc thal

crrdit is onlr crlcrrdcd to cr.lstorrers rritlr an cstahlisheti crcdil historr.

Ilre ctrrnpanr's llnancial risk nriinalLcnrcnt obicctircs nnd Policics are dctailed belorr

(i) ( r('(lil Ii\k

lhc entitl has crposure t() crcdit risk. uhrch is thc risk thal a counterpan| uill be

unahle to pa\ amounts in lirll when due. Credit risk arises liom cash and cash

cquivalents. and deposits with hanks. as well as trade and other rcceivables and

arailable-lbr-salc llnancial invcstnlents.

Managemcnl assc\\cs thc crcdil qualit\ ol' each customer. taking into account ils

linancial position. past expcricncc and othcr tactors. Individual risk limits are set based

on intcrnal or cr(crnal assessrrrcnt in accordancc urth limits set b) the directors..l'he
rn()unl\ [rcscntcd in thc \lalcnlcnt ol tlnancial position are net of allouances lirr

tloubtlirl rcceilahlcs. cstrntatcd br thc companl's managcmenl bascd on prior

erpericnce and thcir as5csslncnt ol'the ctrrrcnt economic cnvironmcnt.

lhe carrling nl()unt ()l llnancial asscts recordcd in thc llnancial stalements representing

the ( ornpan\':, ntaxinturt't cxp()sLrrc to crcdit risk $ ithout taking account ()l the valuc ol'

anr crrllatcral oht ined i\ rnlde Lrp as lirllorrs:

)7



l,anru \\ ulcr and Seneragr ('onrpanr l,inrited

\nnurl Rrp{)rts and Financial Statrnrents
Ior the r car cndt'd.lunc J0, 202()
\O1 tls TO THE FINANCIAL STA"[ EMENTS (Continued)

22 FlliAN( lAl- RISK MANA(;UMllrlT (Continued)

(i) ( re(lit risk (( ontinucd)

,.\ I .]0.lune 2020
llc.crr ahler Irortt

t rilnsitcl i()n\
llcecrr ahles lront
trarlsacl i()n\
llanL ba lanccs

!'\chilnBc

nirn- ctcltatt{c

| 5. te6.777 l5.l()6.777

1 .0(x ).0 00

51.15-1.18.1

j .000.1)00
il.li j.l lJ{----------------

Total
..\ r -l().lunr 2019

r(1.150.26 I ()7,{50.261 .(10 J.000 000

l{cccivablcs li orn erchanrc
(r ittt \Jt I t( r tl \
llcccir ahlcs lionr non- e\changc
tritr \ cl i, )r'l\

Bank balanccs

Total

t6.6l.l.t77l'0.u,0.,r,

i.05 0.000 
.

I (r.li 19.-l l6
5 0.000 i.000.000

_.r 6.829.1 t6
56,{93.5q3 53,{9J,59J 1,000.000 _t

'I hc custorncrs under thc tLlll pcrlbrmrng categort are paying their debts as they continue
tratling Ihc crcdit risl associaled rrith these rcccivables is minirnal and the allowance for
Lrncollcclihlc arnor.lnls thal thc corilpln) has rccognised in the llnancial statements is

eonsidcrcd aclctlrratc l() c()\cr an\ potcntiallr irrccovcrahlc atnounts.

Ihc cntitl has signilicant c()nccntrAlioll ol-credit risk ()n anlounts due littrn 2019.

.l'hc 
board ol directors scts thc Cornpan) s credit policics and ob.iectives and la\s do$'n

paramelers within which thc various irspccts ol crcdit risk managemcnt are operated.

ii) Liquiditv risk management

tlltimate responsrhilit) lirr liquiditl risk management rests with the Company's directors.
rvho have built an appropriatc liqrridit-'- risk management tiamework lbr the management of
the entit)'s shon. medium and long-ternr f'unding and liquidity management requirements.

Ihc ('ornpanl manages liquiditl risl through continuous monitoring of forecasts and actual

cash flou's.

'l'he table belo* represcnts cash llows payable b) the companr under non-derivalive

tlnancial lrabilities b) their remaining contractual maturities at the reporting date. The

anrounts disclosed in the table arc thc contractual undiscounted cash flows. Balances due

rrithin I2 rnonths cqual their carrying balances. as the impact of discoLlnting is not

siurrillcant.

lli

l

'folrrl

aruount
Kshs

t'ullv
pcrforming 

i

Kshs
l':rst duc I tmpaircd

Kshs i Kshs



l,anru \\ater antl Scuer:rgc ( onrpanr l,inrilcd

,\nnual Rrports alld I in ncial Stalcnrcnls
lrlr lhc \ ear cn(lc(l .lunr J0. 202(l
\O1 t.S l'O I tl[. t INAN( lAL S'l Al ].]IUN'l S (( ontinued)

22 FINAN( lAl, RlsK MA:lA(;EM['.N-l'(Continucd)

(ii) l.iquirlitr risk mnnagemenl (('ontinue(l)

,\t 3{).lune 2(12(l

I urdc par lhlcr
l)elcrrcd inc()n're

'l ota l

..\l J0,lunc 2019
I radc par ah lcs

l)clerrcd ine,rnrc

Toltl

16..101.8.,](,

11.101.509
.r().li()0.196.
6-1.2 5 2,13 5 I J.{{) 1.509

:6..r61.1t.i9
5 0.191.0 0 5

76.65.1.8{{

17.-t.l l.ll I

_.r6.890.{96 .r6.890.1e6
- , 36,890,{96 54,321.7.19

lr.{l l.ll.i 
.

I 7,{t I .2.13

(iii) Ilalkcl risk

Ihe ( ompanr's l inance l)cpanment i\ responsrhlc lor thc dclclopment ol'detailed risk
nllnilgcn'rcnI policics (suh jccl lrr re r icr,, and approval b1- Audit and Risk Managcmcnl
( rrnrrrittcc) ancl lirr lhe dar to dar inrplcmcnlation ol tlrose policicr.

I hcre has becn no changc t() the cntit\'s e\posurc to market risks or the manncr in which it
nranagcs and nrcasurcs thc lisk.

,) f'oreign currencv risk
I hc entitr has transaclional currcnc\ c\posures. Such erposure arises through purchascs

ol'goods and scrviccs that are done in cLrrrcncics othcr than thc local currency- . lnvoiccs
dcnominalcd in lbrcign currencics arc paid alicr 30 dals liom the date o1-the invoice
and crrnrersion al lhc tin're ol'pa\mcnt is done using the prerailing exchangc rate.

lhcrc rlcrc no lirreign cLrrrcncr dcnonrinated monclal assets and monetan liabilities at

lhc cnd ol thc reportrng pcriod
'l he ('onrpanl nranagcs lirrcign cxchange risk fbrm future commercial transactions and

rccogniscd asscls and Iiabilitics br pnriecting tor expected sales proceeds and matching
thc sanrc \\ ith c\pectcd pa) nrcnts.

b) F oreign currrncv sensitivitl.anall'sis

'I here rrill bc no cllcct on the c()rnpan)'s statelncnt ol comprehensilc inc0me on

applling thc scnsitiritr lbr a reasonablc possiblc change in the exchange rate of the

currencies.

c) I n terest rate risk
Interest ratc risk is thc risk that thc Companl's tlnancial condition ma) be adl'ersely
atlc'cted as a result ol'changes in interest rate levels. The company's interest rate risk
arises 1i()n'r hank deposits 'l his cxposcs thc cornpanv to cash llow intcresl rate risk. 'l he

2()
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Ilclrvccn l-3
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interest rate risk e\posure ariscs nrainl)' from interest rate movements on the company's

deposits.

Iltllttttt'nlL'ttt ttI Itllr't t'\I t tll( t t\k
lo nranagc thc intcresl rate risli. managcmcnt has cndeavoured to bank with institutions

that oller l'arourablc inlcrcst ratcs.

Itlr.v/n i/t rrlrr/l.rrr

lhc cntitr analrscs its intcrcsl rirtc c\p()srrrc on a drnatnic basis br conducting a

scpsjtirin arratrsis. lhis inrolrcs detcrrrrining thc inrpact on profit or loss oldcflncd
ritle shrlis. lhc sensitivitl anal\si\ li)r intcrest ratc risk assumes that all other Yariables.

in parlicrrlitr lirrcign cxchange rates. remain constant. Ilsing the end of the year tlgurcs.

thc scnsitivrll analtsi\ indiral.cs that there uill hc no matcrial impact on the statement

ol eonrprchcnsivc irrcorlc il'cLrrrcnt lloating intcrcst ratcs increase/dccrcase by onc

ncrcclltitgc P() it)l

il ) ('apiteI Risk Management

I hc obicctivc ol'thc ( orlpanl's capital risk nranagement is to safeguard the Board's abilitl
t{) c()ntinuc as a going concern. 

'[ 
he entin capital structure comprises olthe following tunds

( 11.775.919)
I (X)0.0(x)

I otuI l\rnrls (e,77s,ere) . (.12s,8J6) 
,

Iolal horrou irrgs

l.css. cash and hattk balanccs

Nct (lchtl(c\ccss cash and cash equivalents) 16.li 19..1 l6

22. INC0P()RATI0N

l hL' Con.tpan). is incorporated in Kenl a under the Kenyan Companics Act and is domiciled in Kenya

23. EVENTS AFTER THE REPORTING PERIOD

I hcr! lcre n() rnatr'riirl adiusting and n()n' adiusting cvcnts aticr thc rcporling period.

2{. CI.lRRENCY

Thc tlnancial statements are presented in Kenla Shillings (Kshs).

_.] 6.819..r l6

l0

2019-2019
Krhs

2!1&2019
Kshs

Rctaincd carninsr
('apita I ru.rclr c

(:r.115.816)

-1.000.000

5t.l5.1.+{.1
;

5l.l5l.{1,14

:-l
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t

APPENDIX 1: PROGR-ESS oN FoLLow up oF AUDrroR RECOMMENDATIONS

The following is the summary ofissues raised by the external auditor, and management comments that were

-)

7

9

s to resolve the various issues as shown below with the associated time frame within which we ex
provided to the auditor. We have nominated focal
the issues to be resolved.

30 June 2020

30 June 2020

30 June 2020

I Inaccuracies of Financial Statements Finance Resolved
2 Uns d Cost of Sales Finance Resolved

Unsu d Staff Cost Finance
4 Unsu rted Administration Ex s Finance Resolved
5 ent of Board AllowancesOve Finance Not Resolved
6 Unsu rted O Finance M Resolved

lnaccurate Pro , Plant and ent balancesul Finance M Not Resolved 30 June 2020
8 I-naccurate and incom lete Trade and Other Receivables Finance M er Not Resolved 30 June 2020

Bank Balances- No cashbooks maintained and
no bank reconciliations
Cash and

Finance Manager Resolved

Devel ent Grants Finance Resolvedll Long Term P ables Finance Not Resolved
12 Trade and Other Payables Finance Not Resolved 30 June 2020
t3 Non-Revenue Water M Not Resolved

Lawfulness and Effectiveness in Use of public
Resources

getary Contol and Performance- Deficit Budget noBud
evidence of approval Managing Director 30 June 2020

Resolved

Costs

l0

Director

Not Resolved

1l
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Resolved issues were intemally resolved but awaiting discussion with county assembly PAIC

Director Director

u","*fJotJls.z-.t... .vnAJ\/

Effectiveness of Internal Controls, Risk Management
and Governance

I Weak lntemal Controls on Expenditure Finance Manager Not Resolved 30 June 2020
2 Weak lntemal Controls on Revenue Finance Manager Not Resolved 30 June 2020
J Weak Human Resources Finance Manager Not Resolved 30 June 2020
4 Weak Cash and Bank Internal Controls Finance Manager Resolved
5 Failure to Establish an Audit Committee Managing Director Not Resolved 30 June 2020
6 department Managing Director Not Resolved
7 Non- on ofa Procurement Plan Procurement Oflicer Resolved

8
Management of Debtors- No strategies to recover
outstanding debts Finance Manager Not Resolved 30 June 2020

oate.....B

32

:,lz=*{

Lack of Intemal Audit 30 June 2020




