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licY runrv INFoRMATI()N

llackground information

-'dwar Water and Sanitation company ltd was established in 2007 under the provision of the companies Act
Cap 486 ofthe Laws of Kenya. and latcr moved liom there and now opcrates liom Kananrktmer area within lhe
ministry of waler in the countv govemmenl olllces
The company took over the management of Water supply as a service provider lrom 2007 I dale after signing a

Service Provider Agreement(SPA) with Rifi Valley Water Services Board(license) on 3rd July 2007.

Principal Activitie s

The principal activity of lodwar water and sanitatior con.pany ltd is to provide water and sanitation services to
residents of Lodwar.

Vision
i. To achieve excellence in the provision ofquality water and sanitation services with the aim to be the

leading water service provider in the rift valley water services board area.

Mission
ii. To provide adequate ,po(able, affordable and sustainable water and sanitalion ser /i!es o residents in

lodwar and its environs through continuous improvement and extension.

Core vslues
iii. External respect with a tbcus on customers
iv. Extemal and intemal integrity honesty transparency accountability and pannership through networking
v. internal teamwork , innovativeness and commitment.

Directors

There were no Board olDirectors during the financial year under consideration.

Secretary

There was no corporate secretary during lhe Financial year under consideration

Registered Office
l-odwar I landcratl Building
P.O. BOX 144-30500

Lodwar Kenya

(lontacts

Telephonc: (254) 72505
E-mail: mdlowasco(@gma
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Ba nkers

Kenya Commercial Bank.- rdwar Branch.
. .o. Box 150-30500
Lodwar

Independcnt Auditors

Auditor General
Kenya National Audit OfIice
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100
Nairobi, Kenya

Principal l,egal Advisers
The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi. Kcnya

TH I.] ROARD OI' DIRI]CTORS
The company did not have the Board of Directors during the Financial year under consid ia on
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Passport size
BENEDICT
EKERTJ

Name

BONFACE
ONYANGO

AARON
KOKIRo

THOMAS
lCUl t1

t

MANA(;EMENT TEAM

Qualitication @p!"_'!9!q!rtity

Diploma in
Water engineering
water option

Diploma in
Electromechanical
engineering power
oplion

Diploma in human
resource/diploma in
banking and

finance/ higher
diploma in human
resource
management/ cpa
section 2

Diploma in
accountancy
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CHAIRMAN'S STATEMENT
There was no chaimran during the Financial year under consideralion

_IPORT 
OF THE CHIEF EXECTITIVE OFFICER

- -rcrs was no Chie f'Flxccutive Olllcer (('IJO)tluring the l"irrancial period under consideration

CORPORATE GOVERNANCE STATEMENT
There was no Board ol Directors during the Financial period under consideration

MANA(;EMEN'I' DIS('TISSI(}N ANI) ANALYSIS

sltc'ItoN A

Thc entiQ's operation nnd financial pcrformancc

OVERVIEW
Lodwar Water and Sanitation Company Limited(LOWASCO) was incorporated by 3 stak-'hrlders namely:
Municipal council of Lodwar.Lake Turkana Out source company Limited and Rill Val'e. $ tter Services

Board. The company was officially registered and incorporated under the companies Act (C p 486) -Certilicate
of incorporation No. C.135044 dated 9th February 2007.,4 Service Provision Agreement between Rili Vallcy
Water Services which mandate l,odwar Water and Sanitation Company I-imited to take over the operation <l1'

former Lodwar Urban Water Supply which was signed in Ju1y.2007.

GENER,\I, DES('RIPTION 0F THE I\REA

I,OCATION
Lodwar Water and Sanitation Company l,imited operate as a Water Service Provider tbr the rcsidents of Lodwar
Township and its environs wilhin the municipality.
The municipality covers an area equivalent 1o 706 square kilometres and it is cut through fiom West to East by

two major seasonal rivers-Kawalase on the Northem and Turkwel on the Souther side. l'l : esidential areas

covered include Kawalase to the North ol Kawalase River,Napetet and Natotol to the I as,,' o*nship and

Calilomia market and Nakwamekwi Centrally. but belween the two seasonal rivers, toward- the south across

Turkwel River. the residential areas covered include Kanamkemer and Nawoitorong.All the albresaid areas

served by the LOWASCO have been grouped into upper and Lower Zones.

CHALLENGES/RISKS FACING THE COMPANY
i)Electricity bill is still high at an average of Ksh. I,200,000
ii)The company still uses old infrastructure(pumps. pipes etc)
iii)tJnaccounted for water is stitl high al a rute ol37Y:o
iv)lllegal connections
v)High operations and Maintenance costs
vi)Water production cost is Ksh.45.00 per cubic meter while water tariff is Ksh.33.00 per cubic meter resulting

to a loss of Ksh. 12.00 per cubic meter.

WAY FORWARI)
-lmproving and inc FII{AI{CE OFFICER

I.ODWAR lvATIR & SAiIITATION CO.

2 6 APR 2021
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-proposals to donors for t'urther investment e.g Wate'Ser ,ces Trust Funds

-Rehabilitation of existing waier supply system

-Altemative water supply systems i.e Solar power

o put in place strong organisation policies
-rmprove remuneration of workers for better perfbrmance

SECTION B
Company's compliance with statutory requirements
Thc company complies in paying tax and remitting statutory deductions tbr every cmployee every month.

SECTION C
Key projects and investments decisions the entity is planning/impleme nting
The company did not have any investment during the Irinancial year under consideration

SECTION D
Material arrears in slatutory/financial obligations
The company also have an outstanding staff obligations ie gratuity and court case award amounting to

kes.2,,529.'974.14

SECTION E
The cntity's financial probity and serious governance issues

The company has never experienced any negative linancial probity

CORPORATE SOCIAL RESPONSI Ill Lll'Y S't^'IEh IENT
Thc company passively participales on social responsibilitl'

Dividends

Since there were no Directors tluring the Financial year under consideration. dividend was ,,ot paid

fINAIICE ()FFICER

I.ODIvAR WATEB & SANITATION CO.

2 APR 2021
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Auditors

The Auditor Ceneral is responsible for the statutory audit ol the company in accordance with Article 129 ol the

Constitution of Kenya ar,d the Public Audit Act 20l5.Kenya National Audit Ofllce was nominated by the

Auditor General to carry out the audit of the company lbr the year/period ended June 30' 20I 8 in accordance to

section 23 of the public Audit Act, 2015 which empowerc the Auditor General to appoint an auditor to audit on

his behall'.

\'l



STATEMENT OF DIRECTORS' RE,SPONSIBILITIES

ction 8t of the Public Finance Management Act,2012 and seclion l4 of the State Corporations Act, require

---e Directors to prepare llnancial statements in respect ofthat entity, which give a true and lair view ofthc stale

of allairs ofthe company at the end of'the llnancial year/period and the operating results ofthe company lirr that

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

disclose with reasonable accuracy the financial position of the company. 
-fhe Directors are also responsible filr

sal'eguarding the assets olthe company.

The Direclors are responsible lbr the preparation and presentation ol the company's financral statements. which

give a true and fair view of the state ol'affairs ofthe ,ompany for and as at the end ol'the llnancial year (pcriod)

ended on June 30, 2018. 'lhis responsibility includes: (i) maintaining adequate linancial managemenl

arrangements and ensuring that these continue to be elfective throughout the reporting period; (ii) maintaining

proper accounting records, which disclose with rcasonable accuracy al any time the financial position ol'the
entityl (iii) designing, implemcnting and maintaining inlemal oontrols relevant to the preparation and lair
prescntation of the financial statemenls, and ensuring that they are lree lrom material misstatemcnts, whether

due to error or liaud; (iv) saf'eguarding the assets ol'the entity; (v) selecting and applying appropriatc accountinB

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility fbr the entity's flnancial statemenls, which have been prepared using

appropriate accounring policies suppo(ed by reasonable and prudent judgements and estin ,te . in conlbrmity with

Intemational Financial Reporting Stanclards (IFRS). and i'. the manner required by the PFI I Act. 2012 and the

State Corporations Act .

Approl'al of the financial statcments

The entity's financial statements were approved by the Board on

behallby:

2020 and signed on its

Date.......................
Bene.dict Ekeru
Team Leader
LOWASCO

Date.........................
Thomas lgule
Acc()untant
LOWASCO
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Telephone: +:54-(:o) 3rt4ooo
E.mail: inf o@oagkenya.go.ke
Website: www.oagkenya.go.ke
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OFFICE OF THE AUDITOR.GENERAL

Enhund g.1|uru tnl,ilit.r'

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

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

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Lodwar Water and Sanitation
Company Limited set out on pages 1 to 25, which comprise the statement of financial
position as at 30 June, 2020, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, and statement of cash flows 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.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the mafters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Presentation of the Financial Statements

1.1. Non Compliance with Public Sector Accounting Standards Board (PSASB)

The financial statements for the Company presented for audit do not comply with the
template issued by the Public Sector Accounting Standards Board (PSASB) Vide circular
Ref AG. 4/16/3 Vol.1 (9) dated 24 June,2020. The financial statements were prepared
and approved by a caretaker team instead of the Board of Directors as required by
Section 635(1) of the Companies Act, 2015 which states that "the Directors of every
Company shall prepare financial statements for the Company for each financial year" and
Section 691(1) which states that "an abbreviated financial statement of Company is not
valid until it has been approved by Company's Board of Directors and signed on behalf
of the Board by a Director of the Company".

Report ofthe Auditor-Generel on Lodwar Waler qnd Sonitation Company Limitedfor the tear ended i0 June, ?020
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1.2. Lack of Header in the Financial Statements

The financial statements do not contain a header reading; "Lodwar Water and Sanitation
Company Limited, Annual Reports and financial statements for the year ended
30 June, 2020".

1.3. Undefined and Unnumbered Pages

Page numbering from the statement of profit and loss and other comprehensive income
up to Notes to the financial statements has not been defined in the table of contents.
Also, the use of the roman numbers reflected in the table of contents is not aligned to the
content of the financial statements refened.

1.4. Lack of Chairman's Statement and Statement of Directors' Responsibility

There is no chairman's statement owing to the absence of a Board of Directors during the
year under review while key activities during the year, successes consolidated,
challenges being faced and a way forward/future outlook for the Company have not been
highlighted. Further, the statement of Directors' Responsibilities is not signed by the
Chairman and the Chief Executive Officer, owing to the absence of a Board of Directors
during the year under review. lnstead, the statement of Director's Responsibilities is
signed by the Team Leader and the Accountant.

1.5. Lack of Report of the Chief Executive Officer

Report of the Chief Executive Officer has not been included in the financial statements.
Although Management explained that there was no Chief Executive Officer during the
year, no reason has been provided why the team leader has not provided a statement
detailing the key activities during the year, successes, challenges being faced, a way
fon,trard/ future outlook for the company and also mention a high-level performance of the
Company.

'l .6. Lack of Review of Company's Performance

Review of Lodwar Water and Sanitation Company Limited's Performance for the year
under review has been omitted. Consequently, there is no assessment of the Company's
performance against strategic objectives, achievement against key performance
indicators, performance against strategic pillars and performance contracts.

1.7. Corporate Social Responsibility StatemenUSustainability Reporting

The Corporate Social Responsibility Statement provided does not provide details of
strategy pillars, sustainability strategy, environmental performance, employee welfare,
market place practices, details of Corporate Social Responsibility activities engagements
and impact on the society and how the company promotes education, sports, healthcare,
labour relations, staff kaining and development and water and sanitation activities.
Further, Corporate Governance Statement has been omitted.

Reporl of the Auditor-General on Lodv'ar ,l'qter and Sanitation Company Limitedfor the yeqr ended 30 June, 2020
2
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1.8. Rounding Off to Nearest Cents

The financial statements reflect figures rounded off to the nearest cents instead of Kenya
Shilling as stated under Note 2 to the financial statements of the statement of compliance
and basis of preparation.

1.9. Non Signing of the Financial Statements

The statement of financial position, as at 30 June, 2020 is signed only by the Team
Leader. Further, no report of the Managing Director was prepared and signed.

Consequently, the accuracy, completeness and ownership and responsibility of the
financial statements as presented could not be confirmed.

2. lnaccuracies in the Financial Statements

2.1. Unbalanced Trial Balance

The Trial Balance submitted for audit reflects total debits and credits of Kshs 67,591,258
and Kshs.65,643,123 respectively resulting to an unexplained/unreconciled variance of
Kshs.1,948,135. Further, the financial statements reflect balances that vary from those
shown in the trial balance as detailed below;

Com ponent

Financial
Statements

(Kshs.)
Trial Balance

(Kshs.)
Variances

(Kshs.)
Property, Plant and
Eq u ipment

14,475,923 14,475,923

Trade Receivables 65,543,123 65,543,123
Cash in Hand 14,280 (14,28O)
Trade and Other Payables 1 1,989,437 11,989,437

Consequently, the accuracy and completeness of the financial statements could not be
confirmed.

2.2. Erroneous Statement of Cash Flows

The statement of financial position reflects property, plant and equipment balance of
Kshs.14,475,923 as disclosed in Note 17 out of which Kshs.281 ,500 is in respect to
additions to assets. However, the statement of cash flows for the year ended
30 June, 2020 reflects Nil movement from investing activities. Further, the cash flows
statement reflects cash and cash equivalents balance at beginning of the year of
Kshs.1 ,983,233 which is at variance with the audited financial statements for the year
ended 30 June, 2019 balance of Kshs.2,013,999.88 resulting to an unexplained/
unreconciled variance of Kshs.30,766.88.

Under the circumstances, the accuracy and completeness of the statement of cash flows
for the year ended 30 June, 2020 could not be confirmed.

Repo ofthe Auditor-Generql on Lodwqt Wqter and Sanitation Company Limitedfor the year ended 30June,2020
3



2.3. Variance in Statement of Changes in Equity

The statement of changes in equity for the year ended 30 June, 2020 reflects total equity
of Kshs.100,000 while the statement of financial position as at 30 June, 2020 reflects
total capital and reserves of Kshs.15,731,546 resulting to an unreconciled/unexplained
variance of Kshs.1 5,631 ,546.

2.4. Erroneous Statement of Profit or Loss and Other Comprehensive lncome

The statement is titled "statement of profit and loss and other comprehensive income for
the year ended 30 June, 2020" instead of statement of profit or loss and other
comprehensive income for the year ended 30 June, 2020. Further, the statement does
not disclose separately, the gross profit, selling and distribution costs.

2.5. Omitted Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts for the period ended 30 June,
2020 has been omitted from the financial statements.

2.6. Variances between the Financial Statements and Notes to the Financial
Statements

The financial statements reflect figures that vary significantly with the Notes to the
financial statements as shown below;

Report of the Auditor-(ieneral on Lodtvar Wqter qnd Sqnilation Comparry Linitedlor the )'ear ended 30 June, 2020
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Item

Note to the
Financial

Statement

Balance in
Statement of

Profit and Loss
and Other

Com prehensive
lncome
(Kshs.)

Balance in
the Notes

to
Financial

Statements
(Kshs.)

Variance
(Kshs.)

Cost of Sales o 13,600,523 11,692,504 1,908,019
Ad ministration
and Operating
Expenses

IU 50,310,745 50,310,745

Property, Plant
and Equipment

6,1 55,788 14,475,923 (8,320,1 35)

Trade and Other
Receivables

64,346,622 66,869,691 (2,s23,069)

Borrowings (NlC
Loan Balance)

16 110,710 (1 10,71 0)

Trade and Other
Payables

17 19,233,085 11,989,437 7,243,648

12



2.7. V ariance between the Financial Statements and Supporting Schedules

The financial statements reflect figures which vary with the supporting schedules as
detailed below,

Consequently, the accuracy and completeness of the financial statements for the year
ended 30 June, 2020 could not be confirmed.

The statement of financial position reflects Nil borrowings from the National lnvestment
Corporation (NlC). However, Note 21 reflects loan balance of Kshs.110,710. Also the
note reflects opening balance of Kshs.1,983,233 while the comparative closing balance
reflects Kshs 766,398. The variance of Kshs.1,216,835 has not been explained or
reconciled. ln addition, the loan repayment movement during the year is not included in
the statement of cash flows as cash flows from financing activities.

Consequently, the accuracy and completeness of the Nil borrowings balance could not
be confirmed.

The statement of Profit and loss and other comprehensive income for the year ended
30 June, 2020 reflects sales/turnover of balance of Kshs.65,543,125. Review of the
customer movement schedule reflected that 1,538 metered customers were not
billed/invoiced out of the 8,469 metered customers. Further, the invoices raised amounted
to Kshs.64,716,757 whereas the amount disclosed in the financial statements is
Kshs.65,543,125 resulting to a variance of Kshs.826,368 which has not been reconciled.

ln addition, the Company operates a collection bank account maintained at Post Bank
which deducts Kshs.40 per transaction under a two year service agreement that was
signed on 05 December, 2014. However, for unexplained reasons, the Company has

Reporl oflhe Auditor-General on Lodwor l{ater and Sanitdtion Comparyt Limited for the year ended 30 June, 2020
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Component

Financial
Statement Figure

(Kshs.)

Supporting
Ledger
(Kshs.)

Variance
(Kshs.)

Sales/Turnover 64,342,622 65,543,123 (1,200,501)
Sa laries 30,691,010 30,696,429 (5,41e)
Fuel and Lubricants '1 ,340,200 2,049,000 (708,800)
Travelling and
Accommodation

874,000 849,000 25,000

Stationery and office supplies 1,060,830 1,126,110 (65,280)
Repairs and Maintenance 6,532,241 7,356,823 (824,582)
Telephone and Postage 2,064,981 1 ,81 9,373 245,608
Training and Development 1,573,300 1,548,300 25,000

3. Erroneous Movement of Borrowings - National lnvestment Corporation (NlC)

4. Variances in Revenues and Un Billed/lnvoiced Customers



continued to use the services of the bank based on an invalid service agreement during
the year under review.

Further, the Company did not have an approved and gazetted tariff from the Water
Services Regulatory Board during the year under review as required under Section 72(b)
of the Water Act, 2016. Had the tariffs been reviewed and approved, the revenues would
have been higher.

5. Unbilled and Unaccounted for Water

A revrew of water records revealed that 2,210,656 cubic meters (m3) of water was
produced by the Company during the year under review out of which 1,068,728 cubic
meters (m3) equivalent lo 41ok of water production was billed for Kshs.64,716,757 thus
leaving out 1 ,141 ,928 cubic meters (m3) or 52ok ol total volume water produced
Unaccounted for Water (UFW) which is 27ok over and above the Water Services
Regulatory Board (WASREB) guidelines allowable loss of 25%. The significant level of
the unaccounted for water of 1,141 ,928 cubic meters (m3) saleable at rate of Kshs.33.3
per cubic meter may have resulted to a loss of revenue estimated at Kshs.37,683,624.00.

Consequently, the Company is likely to continue losing huge revenue in future for to
failure to collect revenue accruing from the unaccounted-for water.

6.1. Variance in Administration and Operating Costs

The statement of profit and loss and other comprehensive income reflects administration
and operating expenses of Kshs.57,798,485 while the corresponding Note15 reflects
Kshs.53,180,247 resulting to unexplained/unreconciled variance of Kshs.4,618,238.

6.2 Unsupported Bank charges

The statement of profit and loss and other comprehensive income for the year ended
30 June, 2020 reflects administration and operating expenses figure of Kshs.57,798,485
which includes bank charges balance of Kshs,'l 10,710 as disclosed in Note 15 to the
financial statements. However, Management did not provide supporting ledgers and
transactions for audit.

6.3 Excluded Depreciation Charge

The statement of Profit and Loss and other comprehensive income for the year ended
30 June, 2020 reflects administration and operating cost of Kshs.57,798,485 which
excludes depreciation charge for the year contrary to the provisions of paragraphs 43 and
48 of lnternational Accounting Standards No 16 - Property, Plant and Equipment

Consequently, the accuracy and completeness of the revenue of
Kshs.65,543,125 for the year ended 30 June, 2020 could not be confirmed.

6. Administration and Operating Costs

Report ofthe Auditor-General on Lodwar ll/qter and Sanilation Compuny Limiledfot the yeqr ended 30 June, 2020
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Consequently, the accuracy and completeness of the administration and operating
expenses of Kshs.57,798,485 and undetermined depreciation expenditure could not be
confirmed.

7. Omitted Values in Property, Plant and Equipment

The statement of financial position as at 30 June, 2020 reflects property, plant and
equipment balance of Kshs.'14,475,923 which includes various categories of property,
plant and equipment as disclosed in Note 12 to the financial statements. A review of the
asset register reveals that net book values for reservoir tanks, solar panels, boreholes
and equipment are not indicated. Further, Note 17 to the financial statements do not
reflect the depreciation charge for the year and the net book value as at 30 June, 2020.

Consequently, the accuracy, completeness and valuation of the property, plant and
equipment of Kshs.14,475,923 could not be confirmed.

8. Variance in Trade and Other Receivables

The statement of financial position as at 30 June, 2020 reflects trade and other
receivables balance of Kshs.65,543,123. However, a review of debtors' ledger as at
30 June, 2020 indicates that 7,080 customers had outstanding debt of Kshs.342,692,506
as at 30 June, 2020 resulting to unexplained/unreconciled variance of Kshs.279,345,584.
The breakdown and ageing analysis for the balance was not provided for audit review. ln
addition, the deposits and prepayments of Kshs.2,523,069 disclosed under Note 18 to
the financial statements had no supporting documents. The trade and other debtors also
includes an amount of Kshs.89,'170,464 owed by dormant and disconnected customers.
The Company has not made provision for bad and doubtfuldebts in respect of outstanding
trade and other debtors of Kshs.65,543,123 as at 30 June, 2020.

No evidence has been provided to confirm that the trade and other receivables were
assessed for impairment on a continuing basis, an estimate is made of doubtful
receivables based on review of all outstanding amounts at the year end and bad debts
are written off after all efforts at recovery have been exhausted, as stated under summary
of significant accounting policy (h).

Consequently, the accuracy, completeness and recoverability of the trade and other
receivables of Kshs.65,543,123 could not be confirmed.

9. Unsupported Bank and Cash Balances

The statement of financial position reflects bank and cash balance of Kshs.3,600,523
as disclosed in Note 19 to the financial statements. A review of available records
revealed that the Company operates five (5) bank accounts; four (4) with Kenya
Commercial Bank (KCB), Post Bank and an MPESA utility account. However,
Management did not disclose bank balance for Post Bank account, bank reconciliation
statement for the month of June, 2020. Further, Management did not disclose the closing
balance in the MPESA utility account as at 30 June, 2020.
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Consequently, the accuracy, validity and completeness of the bank and cash balance
of Kshs.3,600,523 as at 30 June, 2020 could not be confirmed.

10. Un-Availed Aging Analysis in Trade and Other Payables

The statement of financial position reflects trade and other payables figure of
Kshs.1 1 ,989,437 as at 30 June, 2020 as disclosed in Note 22 to the financial statements.
However, trade and other payables ageing analysis was not provided for audit review.
Further, invoices were not availed to support the figure.

Consequently, the accuracy and completeness of trade and other payables figure of
Kshs.11,989,437 could not be confirmed.

11. Fixed Assets Transfer from Rift Valley Water Services Board (RVWSB)

The statement of financial position reflects property, plant and equipment net book value
of figure Kshs.'14,475,923 as at 30 June, 2020 which includes buildings, water and sewer
works, meters and equipment, motor vehicles and motor cycles, computers and related
equipment and office furniture and fittings as disclosed in Note 17 to the financial
statements. However, the property, plant and equipment net book value balance of
Kshs.14,475,923 does not include transfers of assets which includes motor vehicles,
motorcycles, furniture and fitting and computers of undisclosed value from Rift Valley
Water Services Board (RVWSB) contrary to 1 53(1) of the Water Act ,2016.

Consequently, the accuracy and completeness of property, plant and equipment figure of
Kshs.14,475,923 could not be confirmed.

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates and The National Treasury's Circular Ref. No. AG.4/16/3
Vol.1(9) dated 24 June, 2020.

13. Lack ofAnnual Procurement Plan

The statement of profit and loss and other comprehensive income reflects total operating
expenses amounting to Kshs.65,793,465 while asset movement schedule reflects asset
acquisitions during the year amounting to Kshs.281,500 all totalling to Kshs.66,074,965.
However, the procurement of the goods, works and services was done without an annual
procurement plan contrary to Section 53(2) of the Public Procurement and Asset Disposal
Act, 20'15 which states that an accounting officer shall prepare an annual procurement
plan which is realistrc in a format set out in the Regulations within the approved budget
prior to commencement of each financial year as part of the annual budget preparation

Reporl ofthe Auditor-(ieneral on Lodwqr Waler qnd Sanilqlion Compqny Limited/or the yeor ended 30 June, 2020
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process and Regulation 114(2) o't the Public Finance Management (County
Governments) Regulations, 20'15 which states that every year a procurement plan shall
be prepared by Accounting Officers to form the basis for procurement activities
undertaken by government entities in the fiscal year.

Consequently, Management was in breach of the law

14. Non Filing Gompany Annual Returns

The Company Limited was incorporated under the Companies Act Cap 486 of the laws
of Kenya and issued with incorporation certificate number C.135044 on 9 February, 2007
as reported in the previous year. However, there was no evidence provided to show that
the Company has been filing annual returns to the Registrar of Companies contrary to
section 705(1) of the Companies Act, 201 5 which states that every Company shall submit
to the registrar successive annual returns each of which is made up to a date not later
than the date that is from time to time the Company's return date.

15. Lack ofApproved Budget

The Company's annual budget for the year ended 30 June, 2020 submitted for audit
review was not approved by the Board and The National Treasury contrary to Section 4
2(a) State Corporations Cap 446,2010 which states that the Board of a state corporation
shall implement budgets approved by the Treasury and the parent Ministry.

Consequently, Management was in breach of the law

The statement of profit and loss and other comprehensive income reflects administrative
and operating expenses figure of Kshs.S3,180,248 for the year ended 30 June, 2020
which includes salaries and wages figure of Kshs.30,691 ,429. Review of the
June, 2020 payroll revealed that Lodwar Water and Sanitation Company Ltd has a staff
establishment of 74, out of which 62 or 83 % of staff are from the dominant ethnic
community leaving 12 or 17 o/o from other ethnic communities contrary to section 65(e) of
the County Government Act, 2012 and section 7 (1)(2) ol the National Cohesion and
integration Act, 2008.

17. Lack of Board of Directors

The Company is registered and incorporated under the Companies Act (Cap 486) vide
Certificate of incorporation No. C.135044 dated 9 February, 2007 with Defunct Municipal
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Council of Lodwar, Lake Turkana out Source Company Ltd and Rift Valley Water Services
Board (R\IVVSB) as the company shareholders.

During the year under review, a Board of Directors had not been appointed and there was
no evidence that the term of the Caretaker Board had been extended. Further, at the time
of audit in February, 2021 , the Water Environment and Mineral Resources County
Executive Member had not appointed the Company Board members contrary to Section
24(1)(2)(3) of the Turkana County Water Act, 2019 which requires the County
Government to establish one or more Water and Sanitation services companies to serve
as water and sanitation service providers for urban and rural areas in the county. The
shareholding of the company shall be held by the County Government and shall have a
Board of Directors who shall be appointed by the County Executive Member.

The Water Environment and Mineral Resources County Executive Member is in breach
of the law and the Company is not likely to effectively meet its mandate and objectives in
the absence of a Board of Directors.

18. Lack of an Audit Committee

The Company did not have an Audit Committee in place during the year ended
30 June, 2020 for monitoring the entity governance process, accountability process and
control systems offering objective advice on issues concerning implication, control,
regulatory requirement and governance of the Company and oversight to general
operations of the company contrary to Section 104(i) of Public Finance ManagementAct,
20'12 which states that each County Treasury shall put in place proper management and
control of, and accounting for finances of County Government and its entities in order to
promote efficient use of county's budgetary resources.

The Company did not have an internal audit function during the year ended
30 June, 2020 responsible for reviewing the governance mechanisms of entity,
conducting risk - based, value for money and systems audits, verifying the existence of
assets administered by the entity and ensuring that there are proper safeguards for their
protection, providing assurance that appropriate institutional policies and procedures and
good business practices are followed by entity and evaluating the adequacy and reliably
of information available to management for making decisions with regard to the entity and
its operations contrary to Section 155(1)(a) of the Public Finance Management Act,2012
which states that a county government entity to have in place appropriate arrangement in
place for conducting internal audit according to the guidelines of the Public Sector
Accounting Standards Board (PSASB).

Consequently, Management was in breach of the law.
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20. Lack of lnformation Technology Strategic Commiftee

Audit review of the company's lnformation and Communication Technology (lCT)
revealed that the Company has ICT infrastructure ivhich includes computers and laptops.
However, the Company does have not have an lT strategic committee, lT strategic plan
and policy, lT training policy and programme and approved user management standards
and procedures in the organization to manage upgrades and system changes made to
all financial/ performance information systems.

To the extent, the Management was in breach of the law

2'1. Lack of Debt Management Policy

The statement of financial position reflects trade and other receivables figure of
Kshs.65,543,123 as at 30 June, 2020 as disclosed in Note 13 to the financial statements
relating to outstanding water billing. However, the organization does not have a Debt
Management Policy to provide guidance in management of debts due to the company.

ln the circumstances, effectiveness in management and collection of debts could not be
confirmed.

22. Lack of Monthly Payroll Reconciliation Statements

The statement of financial performance reflects administrative and operating expenses
amount of Kshs53,1B0,24B which includes salaries, wages and statutory deductions
amounting to Kshs.30,691,429 as disclosed in Note 15 to the financial statements. During
the year under review, monthly payroll reconciliation statements explaining month to
month payroll payment changes were not prepared contrary to Section 158(1 )(a)(b) of the
Public Finance Management County Government regulations which states that the
Accounting Officer shall ensure that- the County Government entity develops risk
management strategies, which include fraud prevention mechanism; and the county
government entity develops a system of risk management and internal control that builds
robust business operations.

To the extent, Management was in breach of the law.

Conclusion

I do not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, I have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclus ion

I do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015, I repo( based on my audit that. -

I have not obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting record have not been kept by the Company,
so far as appears from the examination of those records; and

The Company's financial statements are not in agreement with the accounting
records and returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (Accrual
Basis) 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 applicable basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.
Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
lnternational Standards of Supreme Audit lnstitutions (lSSA|s) and to issue an auditor's
report that includes my opinion in accordance with the provisions of Section 48 of the
Public Audit Act, 20'15 and submit the audit report in compliance with Article 229(7) of lhe
Constitution. However, because of the matters described in the Basis for Disclaimer of
Opinion section of my report, I was not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is to express a conclusion about whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them, and that public
resources are applied in an effective way, in accordance with the provisions of Article
229(6) of the Constitution and submit the audit report in compliance with Article 229(7) of
the Constitution. lalso consider internal control, risk management and governance
processes and systems in order to give an assurance on the effectiveness of internal
controls, risk management and governance 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) o'( the Constitution. However, because of the matters described in the Basis for
Disclaimer of Opinion section of my report, I was not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit conclusion on lawfulness and effectiveness
in use of public resources, and on effectiveness of internal controls, risk management
and governance.

I am independent of the Lowdar Water and Sanitation Company Limited Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya.

CPA a a un , CBS
AUDITOR-GENERAL

Na irobi

17 Fe*uary,2022
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Lodwar water and sanitation companl" ltd

Annual Reports and Financial Statemcnts
For thc vear ended June 30. 2020
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STATEMENT OF FINANCIAL POSITION AS AT 30.ITINE 2O2O
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED.3O JUNE 2O2O
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDE,D 30.'I.]NE,2O2O
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NOTE,S TO THE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

The company is established by and derives its authority and accountability tiom the Companies Act. 'l'he

entity is private company limited by shares and is domiciled in Kenya. The entity's principal aclivity is

provision of Water and sanitation services.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the stalement ollinancial
position and the profit and loss accounl by the stalemplt ofprofit or loss and other comprehensive income in

these tinancial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The linancial statements have been prepared on a historical cost basis except fbr the measurement at re-

valued amounts of certain items of property, plant and equipment. marketable sccurilies and tjnancial

instruments at fair value, impaired assets at lheir estimated recoverable amounts and actuarially determined

liabilities at their present value. The preparation of linancial statements in confbrmity with International

Financiat Reporting Standards (IFRS) altows the use of estimates and assumptions. lt also requires

management to exercise judgement in the process ofapplying the entity's accounting policies.

Amendment/Interpretation
to a slsndard

I m p:-^lEffectir c date

Effective for
annual periods

beginning on

or after I

January 201 8

Finalized version of IFRS 9 whi h contains

accounting requirements for financ'a, rnr ruments'

replacing IAS 39 Financful In. runrcrtls:

Rec ogn i I kn u nd Me usur? me nl.

'l'hc standard contains requirements in the

l'ollowing areas:

Classification and mcasurement
Financial assets are classilied by relerence

to the business rnodel rvithin which they

are held and their conlractual cash tlorv

characteristics. The 2014 version ol IF RS 9

introduces a 'fair value through othc'r
gory l-or certainn ive income' cale

erences ln thc

| | ,b 'ities are

cr lo' lder IAS
2S APR

0

A1
IB[1AR

R01CLRg
G \Jr$l NG 0ANA N\1t',1 Ae

\ll

Box 144. 30500,

t00tYAR

P.0

The financial statements have been prepared and presentcd in Kenya Shillings, which is the f'unctional and

reporting currency of the company.

The tinancial statements have been prepared in accordance with the PFM Act, the 'iti Ie Corporations Act

and Intemational Financlal Reporting Standards (lF-RS). The accounting pol,crus rdopted havc been

consistently applied to alI the years presented.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STANDARDS (IFRS)

i) Relevant new standards and amendments to published standards effective for the year ended 30

June 2019

P.0.

&

IFRS 9: Financial
Instruments
(l:;sued 21 ,lull' 201 1)

, tlg;!_uu_



Effectivc datc I mpactAmend ment/lnterpretation
to a slandard

IFRS | 5: Revenue from

Contracts with Custolners

(lssucd 28 Ma1' 20I 1)

Recognilion of Defened Tax

Assels.for Unreal i:ed L('sses
(Anrendntents to IAS l2l

( ls.sutd l9 ,lunuur.t' )0I6)

requirements applying to the measurement

olan entity's own credit risk.

lmpairment. The 2014 version , i IFRS 9
introduces an 'expected credit lt ss' model

for the measurement of the impainnent of
financial assets, so it is no longer necessary

for a credit cvent to have occurred befbre a

credit loss is recognized

Hedge accounting. Introduces a new

hedge accounting model lhat is designed to

be nrore closely aligned with how entities

undertake risk management aclivities when

hedging financial and non-t'inancial risk
exposures

Derecognition. 'fhe requiln,:n' lbr the

derecognition of financial ar ,ets and

liabilities arc carried lorward lrom IAS 39

IFRS l5 provides a single, principles based five-

step model to be applied to all contracts with
customers.

The five steps in the model are as follows:

. ldentifu the contract with the customer

. Identi& the performance obligations in the

contract

. Determine the transaction p. ice

. Allocate the transaction price to the
perlbrmance obligations in the contracts

. Recognize revenue when (or as) the entity
satisfi es a performance obligation.

Guidance is provided on topics such as the point in
which revenue is recognized, accounling for
variable consideration. costs of fulfilling and

obtaining a contract and various related matters.

New disclosures about revenue are also introduced

Amerrds IAS 12 lncone Taxes to c rrify the

following aspects:

o Unrealized losses on debt instruments

measured at fair value and measured at cost

for tax purposes give rise to a deductible
rdless ol rvhether

FtNAN0EOFFI6ffument'' older e\pects to
AR I+AJ[8& SilII 0r oLrrrt ol' the tleht

Eflbctive for
annual periods
beginning on

or after I

nuary 20 I 7

Applicable to
an entity's llrst
annual IFRS
ll nanc ia I

statements lor
a period
beginning on

or after I

January 2018

tJt
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Amendment/Interpretation
lo a standard

Hffectil c date I mpact

instrument by sale or by use.

The carrying amount of an asset does not

lirnit the estimation of probable lutLrre

taxable profits.

Estimates for future taxable profits exclude

tax deductions resulting fiom lhe reversal

of deductible temporary difl'erences.

An enlity assesses a deferred tax assct in

combination with other det'erre I I lx assets.

Where tax law restricts th ) til ation of
tax losses. an entity would tssess a

deferred tax asset in combinalion with
other del'erred tax assets ofthe same lype.

D i.sc losurc hrit ittt it'c
(,4nrcnd ,(nts lo ll,\ 7)

( lssuul 19 ,huuurv 20 l6)

Clarifications ro lFRi l5
' Revenue.from Contract s

v,ith Customers'
(lssued l2 April 2016)

Eftective tbr
annual periods
beginn ing on

or atter I

January 201 7

Effective for
annual periods

beginning on

or after I

January 20 I 8

Arnends IALT Slulortott <tl ('ush l'lox's to clarily
that entitics shall provide disclosures that enable

users of tlnancial statements to eYaluate changcs in

liabilrtics arisirrg liom tinancirtg actir itics.

Amends IFRS l5 Reventte .fron Conlracts tt'ith
(uslonrcrs to clarify three aspects of the standard

(identifying performance obligation. principal

versus agent considerations. and li"e 'ir ) and to

provide some transition relief lbr rnodified

contracts and completed contracts.

('lussificulion und
llledsura rcnl oJ Shcrc-
hosed P uy ne n l'f run sctt' t i t trt s

(Amendnrcnls lo II'-RS 2)
( Issucd 20 June 20161

Effectivc for
annual periods

beginn ing on
or alter I

January 201 8

.\me.rds IFRS 2 t'hure-huscd Ptrynrcrl to claril)'the
standard in relation to the accounting lbr cash-

seftled share-based payment transactions thal

include a performance condition. the classilicalion

of share-based payment transactions with net

settlement featttres, and the accounting fbr

rnodillcalions ol' share-bascd paymcnt lransactions

from cash-settled to equity-senled.
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ii) Ncu and amcnded standards and interprclations in issuc but not t-et cffective in thc vctr cnded 30

.lunc 2020

Amendment/Interpretatio
n lo a standard

IFF-\ l6: Leases
(lssucd l3 Januury 2016)

l[-Rl(' 23: IJncertuinll ovcr
lnutne Tur Trcalmenls
(lssued 7 .lunc 2017 )

Annual lmprotemenls lo
IFRS Srundards 2015 2017
Cycle
(lssucd I2 Dec'enrher 2( 17)

f divide

Impact

Applicable to
annual reporting
periods
beginning on or
after I January
2019

Applicable to
annual reporting
periods
beginning on or
after I January
20t9

IFRS l6 specifies how an IFRS reponer will
recognize. measure. present and disclose Ieases.
-l-he standard provides a single lessee accounting

mo,lel. requiring lessees to recogniie assets and

liabilities lbr all leases unless the I rst term is l2
months or less or the underlying asse has a low
value. l,essors continue to classifo leases as

operating or finance. with IFRS [6's approach to
lessor accounting substantially unchanged liom its

predecessor. IAS 17.

The interpretation addresses the determination of
taxable profit (tax loss), tax bases. unused lax
losscs. unused tax credits and tax rates. when there

is uncertainty over income tax treatments uDder

IAS 12. lt specifically considers:

Whether tax treatments shou' lt:
considered collectively

Assuurptions for taxation authorities'
cxam inations

-l'he dcternrination oftaxable profit (ta\
loss), tax bases. unused tax losses, unused

tax credils and lax rates

l-he ell'ect of changes in t'acts and

c ircumstances

Makes amendments to the following standards

IFRS J and IFRS ll - The n ndments to

IF'RS 3 clarily that when ar, er ity obtains

control of a business that .5 a joint
operation. it remeasures previously held

interests in that business. The amendmenls

to IFRS ll clari[y that \then atr L'lltil)

obtains ioint control ol a business that is a

joint operation, the entity does not

rerneasure previously held interests in that

business.

arc rcc() n ised to all ,tcome tax

Annual periods
beginning on or
after I January
2019
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IAS l2 - 'Ihe amendments clarily that the

requirements in the former paragraph 52t)
(lo recognise the income tax consequences

of diridends where the t ln acti()ns or

cvcnts that generated di:'r, ut cle profits
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lmpactllffectivc dalcAmendmcnt/l nterpretatio
n to a slandard

IFRS l6; l,cuses
(lssued l3 ,lanuarv 20l6)

l'lun Anrcndntenl.
('urlailmcnl or Sclt lcncnl
(Anendnrcnls lo IAS 19)
(lssued 7 Fchruurt' 20l lt)
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Applicable to
annual reponing
periods
beginn ing on or
atler I JanLrarv

2019

IttRS l6 specifies horv an IFRS reoorter rvill
recognize, measure. present and r' 'c lse leases.

The standard provides a single lessee accotlnting
rnodel. requiring lessees to recognise a!sets and

liabilities for all leases unless the lease terrr is l2
mo'ths or less or the underlying asset has a low
value. Lessors continue to classill leases as

operating or finance. with IFRS l6's approach to
lessor accounting substantially unchanged l'nrm its
predecessor. IAS 17.

'fhe interpretation addresses the determination of
taxable profit (tax loss), lax bases, unused tax

losses, unused tax credits and tax rates, u'hen lhere

is uncerlainty over income tax trc tr ents under

IAS 12. It specifically considers'

Whethcr tax trealtnents should be

considered collcctively

Assumptions for laxation authorities'
exarninations

The determination of taxable pnrfit (tax

loss). tax bases, unused tax losses, unused

tax credits and tax rates

The effect ofchanges in facts and

circumstances

paragraph away lrom pa'ar atr , 52A that

only deals with situations rvhe : there are

different tax rates for distributed and

undistributed profits.

IAS 23 - The amendments clarify that if
any specific borrowing remains outstanding

afler the related asset is ready tirr its

intended use or sale, that borrowing
becomes parl of the lunds that an cntity
bonows gencroll.v rvhen calculating the

capitalisation rate on gencral borrou ings.

Applicable to
annual reporting
pcriods
heginning on or
after I January
20 t9

'l-hc amendmcnts in Plutr Amendn,-ttt' ( rllil knt
o,' ,\t!tllcnp,tl (Arncndmtnls to l/S l9) a ::

If a plan amendmenl. curtailmenl or
settlernent occurs, it is now mandatory that

the current service cosl and lhe net interest

fbr the period after the remeasttrement are

ed usin Ihe assurn tions used for

IF RI(l 23: Uncertuintv over
lncttmc Tur Trcaltrcnl,t
ll.tsucd 1 .luna )017)

g$

Annual periods
beginning on or
aller I January
20 t9
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Amendment/l nterprctatio
n to a slandard

Effectil'c dalc

IFRS l6 specifies how an l[jRS reporter will
recognize. measure. present and disclose lc'ases.

The standard provides a single lessee accounting
rnodel. requiring lessees to recognise assets and

liabilities for all leases unless the lease term is l2
morths or less or the underlying asset has a low
value. Lessors conlinue to classify leases as

operating or finance, with IFRS l6's approach to

lessor accounting substantially unchanged liorn its

predecessor, IAS 17.

The interpretation addresses lhe detel rination of
taxable profit (tax loss). tax bases. unused lax
losses. unused tax credits and tax rates, when there

is uncertainty over inctlme lax trealments under

IAS ll. It specificallv considers'

The determination of taxable orofit (tax

loss). tax bases, unused lax Ls, i, unused

tax credits and tax rates

Applicable to
annual rept.rrting
periods
beginning on or
after I January
2019

Applicable to
annual reporling
periods
beginning on or
aftcr I January
20l9

Whether lax treatmcnts should bq

considered col lectively

Thc ef'tect of changes in lhcts and

circumstances

IFRS l6: Leuses
(lssued I 3,lanuarv 20 l 6)

ll'Rl(' 23: (Jnctrtaintv over
lnutne 'fut Trculnet s
(lssued 7 ,luna 2017)

lmp{ct

ln addition. amendments ltave been

inclLrded to clarily the cffect of a plan

amcndment- curtailment or seltlement on

the requirements regarding the asset

ceiling.

The Direcrors shall be applying the above and rclevant standards as they becom. e.it tive
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i. applrcn'noN oF Nsw AND REvrsED IN'I'E,RNATIoNAt. FINANCtAt, REPoRl'lN(;
STANDARDS (IFRS)

Early adoption of standards

The company has adopted any new or amended standards where relevant to its operations on Financial

period beginning on or I st January 20 14.

5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation ofthese financial statements are set out belo\r

a) Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benetits will tlow to the

company and the revenue can be reliably measured. Revenue is recognised at the f'air value of
consideration receive{ or expected to be received in the ordinary course of the company's activities. net

of value-added tax (VAT). where applicable, and when specitic criteria have been met tbr each ol'the

company's activilies as described below.

i) Revenue from the sale of goods and senices is recognised in the year in which the company

delivers products to the customer. the customer has accepted the products r< collectability of the

related receivahles is reasonably assured.

ii) Grants from National Government are recognised in the year in which the company actually

receives such grants. Recurrent grants are recognized in the statement of comprehensive incotne.

Developmen/Capital grants are recognized in the statement of tinancial position and realised in thc

statemenl ol comprehensive income over the useful life of the assets that has been acquired using

such funds.

iii) Finance income comprises interest receivable from bank deposits and investment in securities, and

is recognised in profit or loss on a time proportion basis using the effeclive interest rate method.

iv) Dividend income is recognised in the rncorne statement in the year in which the right to receive

the payment is established.

v) Rental income is recognised in the income statement as it accrues u' rlt lhe el'l'ectivc lease

agreements.

vi) Other income is recognised as it accrues.

b) In-kindcontributions

In-kind contributions are donations that are made to the company in the tbrm of actual goods and/or

services rather than in money or cash terms. These donations may include vehiclcs. equipment or

personnel services. Whcre the llnancial value received tbr in-kind contributions can be reliably

determined, the company includes such value in the statement of comprehensive income both as revenue

and as an expense in equal and opposite amounts: otherwise, the contribution is not recorded.
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6.SUMMARV OF Sl(;NIFICANT ACIC()UNTINC POLICIES (Continued)

a)Property, plant and equipment

All categories ol property. plant and equipment are initially recorded at co less accumulaled

depreciation and impairment losses.

Certain categories of property. plant and equipment are subsequently carried at re-valued amounts' being

their lair value at the date of re-valuation less any subsequent accumulated depreciation and impairmcnt

losses. Where re-rneasurement at re-valued amounts is desired, all items in an asset cateSory are re-

valued through periodic valuations carried out by independent external valuers.

Increases in the carrying amounts of assets arising tiom re-valuation are credited to olher comprehensivc

income. Decreases that off'set previous increases in the carrying amount of the same asset arc charged

against the revaluation reserve accountl all other decreases are charged to protit or loss in the income

statement.

Gains and losses on disposal of items of property. plant and equipment are det\"nrrir ,d by comparing the

proceeds liom the disposal with the net carrying amount ofthe items, and are recogr,is3d in prolit or loss

in the income statement.

b)Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly

to the cots of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognised in the income statement on a straight-line

basis to *rite down the cost ofeach asiet or the re-valued amount to its residual value over its estimated

usetul lit'e. The annual rates in use are:

Buildings and civil wc rks
Plant and machinery
Motor vehicles, including mottlr cycles

Computers and related equiPment
Of'lice equipment. Iumiture and fittings
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25 years or the unexpired lea re ,le od
t 2.5 years
4 years

3 years

12.5 years

A full year's depreciarion charge is recognised both in the year of asset purchase and in the year ofasset

disposal.

Items of property, plant and equipment are reviewed arurually for impairment. where the carrying

amount of an asset is assessed as greater than its estimated recoverable amount. an impairment loss is

recognised so that the asset is wlitten down immediately to its estimated recoverable amount'
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Z. SUmUAnV OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) lntangible assets

G 0 c1 0R

lntangible assets comprise purchased computer software licences, which are capitalised on the basis of

costs incurred to acquire and bring to use the s.ecitlc software. These costs are amortised over the

estimated useful lif'e of the intangible assets liom the year that they are available fbr use' usually ovcr

tkee years.

d) Amortisation and impairment of intangible assets

Amortisation is calculatecl on the straighGline basis over the estimated useflul lif'e I 'computer software

of three years.

All computer software is reviewed annually for impairment. where the carrying amount of an intangible

asset is assessed as greater than its estimaied recoverable amount. an impairment loss is recognised so

that the asset is wntten down immediately to its estimated recoverable amount.

e) lnvestment Property

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

an opeiating iease) held tbr 
-iong 

term rental yields and/or capital appreciation' and which are not

occupiedbrtheentity.areclassifiedasinvestmentpropertyundernon-currentassets.

Investment property is carried at tair value, representing open market value detem.ned periodically by

independeni e*temal values. Changes in faii values are included in profit or loss in the income

statement.

f) Finance and oPerating leases

Leases which conl'er substantially all the risks and rewards of ownership to the entity are classified as

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

its fair value and the present u-alue oi the minimum lease payments, and the asset is subsequently

accounted fbr in accordancc with the accounting policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognised in the statement of

financial position to the extent of prefaid lease rentals at the end of the year Pr vments made under

operating leases are recognised in profit or loss on a straight-line basis over tLo tcn r of the lease Lease

incentives received are relognised as an integral part of the tolal lease expense oV€r rhe term olthe lease'

til
NTB tsTN\Il

?S IPR

r 144

I\0N

P.

P.0. Bor 144 ' 30500,

r00 v{AR

RtlcFT0tANCHN
TNISA&RtTAwAROIl0t

2021

ts0$l

0. B0 n
'rt

.3u $0,

c0

1i

u
?$?1

ATION c0.



NOTES TO THE, FINANCIAL STATEMENTS (('ontinucd)

b. SU U I'I,t RY OF SIG N I}'ICANT ACCOI-JN'I'I N(; POLICI F]S (CONtiNUCd)

h) -l'rade and other receivables

Trade and other receivables are recognised at fair values less allowances firr any uncollectible

amounts. These are assessed lbr impairment on a continuing basis. An estimate is made ol'doubtt'ul

receivables based on a review of all outstanding amounts at the year end. Bad debts are written ofT

after all efforts at recovery have been exhausted.

i) Taxation

Currcnt incomc tax

Current income tax assets and liabilities for the current period are measured at the amount expected to

be recovered fiom or paid to the taxation authorilies. The tax rates and tax laws used to computc the

amounl are those that are enacte<l or substantively enacted. at the reporting date in the area where the

Entity operates and generates taxable income. Current income tax relating to ilcms recognized directly

in nei asiets is recognized in net assets and not in the statement of llnancial perfbrmance.
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g) lnventories

Inventories are stated at the lower of cost and net realizable value. 'I he cosl ol i ventorics comprises

purchase price, import duties, transportation and handing charges, and is determined on the moving

average price method.
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NOTE,S TO THE FINANCIAL STATEMENTS ((iontinued)

S. SU rr{ N'Ilnv OF' SIGN'l FTCAN'I ACCOLJ NTING POLtCI ll,S (Continuc'l)

j) Taxation(Continued)

Current income lax (Conlinued)

[1ts
t00$[s

?6 IPR ?t?1

Current income tax assets and liabilities fbr the currenl period are measured at the amount expecled to

be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted, at the reporting date in thc area where the

Entity operates and generates taxable income. Current income tax relaling 1o items recognized directly

in net assets is rccognized in nct assets and

Management periodically evaluates positions taken in the tax retums with respecl lo situalions in
which applicable tax regulations are subject 10 interpretation and establi ht s provisions where

appropriate.

Deferred lax

Deferred tax is provided using the liability method on temporary dilTerences between the tax bases of
assets and liabilities and their carrying amounts lbr tinancial reporting purposes at thc reporting date.

Defened tax liabilities are recognized for all taxable temporary differences. except in respect ol
taxable temporary dift'erences associated with investments in controlled entities, associates and

interests in joint ventures, when the timing ol' the reversal ol'the temporary dil)'erences can be

controlled and it is probable that the temporary dillerences wilI not reverse in the foreseeable ftture.

Deferred tax assets are recognized for all deductible temporary dil'lbrences. the carry font'ard of
unused tax credits and any unused tax losses. Detbrred tax assets are recogniz, i I 'the extent that it is
probable thar taxable prolit will be available against which the deductible tempc ary dil'ferenccs. and

ih. .urry forward of unused tax credits a.rd ur,used tax losses can be utilized. except in respcct ol'

deductible temporary ditferences associated with investments in controlled entities. associates and

interests in ioint ventures, del'erred tax assets are recognized only to the extent that it is probable that

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

against which the temporary difl'erences can be utilized.

The carrying amount of deferred tax assets is revierved at each reporting date and reduced to the extent

that it is no long". probable that sufficient taxable profit will be available to allow all or part ol the

del'erred tax assel to be utilized. Unrecognized del'crred tax assets are re-assessed at each reporting

date and are recognized to the extent that it has become probable that f-uture laxable prolits will allow

the deferred tax asset to be recovered.

Del-ened tax assets and liabilities are mea"ureC at the tax rates that are exf:L ed to apply in the year

when the asset is realized or the liability is settled. based on tax rales (and tax lws) that have been

enacted or substantively enacted at the reporting date.
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NOTE,S TO THE FINANCIAL STATEMENTS (Ciontinucd)

i 0. sLJ M MARY OF SIGNI I,.-tCAN'l' ACCOtI N'tl N(; PoLlcl lls (Continucd)

k) Taxation (Continued)

Defe r red ta-x (Contin u e d )

Del'ened ta,r relating to items recognized outside surplus or dellcit is recognized oulside surplus or

deficil. Deferred tax items are recognized in correlation to the underlying transaction in nct assets.

Det-erred tax assets md def'ened tax liabilities are offset if a legally cnfbrceat j ght exists to set oll'
current tax assets against current income tax liabilities and the defened taxes rclal to the same laxable

entity and the same taxation authority.

l)Cash and cash equivalcnts

Cash and cash equi'ralents comprise cash on hand and cash a1 bank. shorl-term deposits on call and

highty liquid investments with an original maturity of three months or less. which are readily

convertible to known amounts of'cash and are subject to insignificant risk ol changes in value. Bank

account balances include amounts held at thc Central Bank of'Kenya and at various Commercial Banks

at the end of the reporting period. For the purposes ol these linancial stalements, cash and cash

equivalents also include short term cash imprests and advances to authorised public officers and/or

institutions which were not surrendered or accounted fbr at the end ol'the tinanc'al year.

M)Borrowings

Interest bearing loans and overdrafts are initially recorded at l'air value being received, net of issue

costs associated with the borrowing. Subsequently. these are measured at amortised cost using the

eftbctive interest rate method. Amortised cost is calculated by taking into account any issue cost and

any discount or premium on settlement. l-ir.ancc charges. including premiums payable of settlen.rent or

redemption arc accounted tbr on accrual basis and are added to the carrying amount of the instrument

to the extent that they are not seltled in the period in which lhey arise. Loan interest accruing during

the construction ola project is capitalised as part ofthe cost ofthe project.

n)Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortisc I uos . which is measured

at the tair value of contractual value oi the consideration to be paid in flturc in .espect of goods and

services supplied, whether bitled to the entity or not. less any payments made to the suppliers.

o)Retirement benefi t obligations

The entity operates a clefined contribution scheme for all lull-time cmployecs fiom July l. 2017. The

scheme ii administered by an in-house team and is lunded by contribulions liom both the company and

its employees. The company also contributes to the slalutory National Social Security Fund (NSSF).

This is a defined contribution scheme registered under the National Social Security Act. The

company's obligation under the scheme is limited to specific contributions lcgislated liom time to timc

and is currentl 0\ ee per month
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q)Provision for staff leave pay

Employees' entitlements to annual leave are recognised as lhey accrue at the employees. At provision

is made lbr the estimated liability fbr annual leave at the reporting date.

r)Service concession arrangements

The Entity analyscs all aspects olservice cuncesiion arrangements that it cntsrs in l in determining the

appropriate accounting trealment and disclosure requirements. In particular, wlle.'e a privale party

contributes an asset to the arrangement, the Entity recognizes that asset when, and only when. it

controls or regulates the services the operator must provide togcther with the asset. to whom it must

provide them, and at what price. In lhe case ol assels other than 'whole-ot'-li1'e' assets. i1 controls.

through ownership, heneficial entitlemenl or otherw'ise - any significant residual interest in the asset at

the end of the arrangement. Any assets so reoognized are measured at their fair value. To lhe extent

that an asset has been recognized, the Entity also recognizes a corresponding liability, adjusted by a

cash consideration paid or received.

s)Comparative figures

Where necessary comparative figures for the previous financial year h ve been amcnded or

reconiigured to conform to the required changes in presentation.

t)Subsequent events

There have been no events subsequent to the llnancial year end with a significant impact on the

financial statements for the year ended June 30. 201 9.
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II.SIGNIFICANT.IUDGMENTS AND SOURCESOF ESTIMATION IINCERTAINTY

The preparation of the Entity's financial statements in conlbrmity with IFRS requires lanagement to make

judgments. estimales and assumptions thal all'ect the reported amounts of revenues. expenses- assets and

liubititi"r. and the rlisclosure of contingent liabilities, at lhe end of the reporting period. However.

uncerlainty about these assumptions and estimates could result in outcomes that require a material

adjustment to the carrying amount ofthe asset or liability all'ected in luturc periods.

12. SIGNIFICANT JUDGEMENTS AND SOI,IRCES OF ESITMATION I-INCERTAINTY (CONtiNUCd)

Estimates and assumPtions

The key assumptions conceming the future and other key sources of estimation un' ;rt inty at the reporting

date, that have a signilicant risk ol causing a material adjustment to the carrying ar .ounts of assets and

liabilities within the next linancial year, are described below. The l:ntity based its assumptions and

estimates on paramelers available when the financial statements were prepared' Ilouever' cxisting

circumstances and assumptions about future developments may change due to market changes or

circumstances arising beyond the control of the Entity. Such changes are reflected in the assumptions

when they occur.

Useful lives and residual values

The uselul lives and residual values of assets are assessed using the tbllowing indicators to intbrm

potential future use and value lrom disposal:

o The condition ofthe asset based on the assessment ofexperts employed by th: nl 'y

o The nature ofthe asset. its susceptibility and adaptability to changes in technolog) rnd processes

r The nature of the processes in which the as.et is Jeployed

o Availability oftunding to replace the assets

o Chang,es in the market in relation to the asset
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NOTES TO THE FINANCIAL STATE,MENTS (Continued)

l3.sAl.lls/TURNOVER
sales amount is inclusive ol'reconnection l'ees and other char cs

'to'I'41,S 65,s43,123.00

82.495.1 78

82 95 178

65.541. r 23.00Sales/Turnover

oJ

13.836.9467.144.638.00lilectricity lirr pumpi water
292.480

Chemicals
11,129,1267,71{,638.00TOTALS

I 5. AI)M INISTRATION AN I) OPT]RA'I'I NC COSI'S

28.043.83130.691 .429.00
1.794.5891.8 I 9,373.64

Salaries, wages and statutory deductions
'felephone and post C

Travel and Accommodation 2.530.0002.41 7.000.00
687.812l.l26.l10.00Stalionary and ofhce supplies

l.(Xr0.0001.548.300.00Training and develoPment
l10.710.00Bank charges

Depreciation

115.802

3.946.032

1.7r,r0.225
Regu latory/Waler Levies

60.700123.450.00
I Iire chargcs

6.510.7488.426.323.00Repair and maintenance
3.057.2805.089.200.00ration cost

876.5 501.145.000.00Irucl and lttbricant
I (16.170I 8(r.l 52.00Insurance costs
51.300I r5.200.00Cleaning Expenses

itt2.000382.000.00Auditors' rcmuneration
581 .000528.500.00

Sales and marketing

[1

RPlatinum

Total
5l ,66{,039
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I6. FINANCE COSTS

266.01 0.00l10.710.00lnterest expense on loans

Assel ossession order cancellation
266,010.00I10,7r 0.00Total
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I7. PROPERTY, PLANT AND EQUIPMENT
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KshsKshsKshs KshsT OR VALUATION

10.1.+6.729
736.687 I 85.151r.329.089 1 t .1 47.25016.713.352ly l. 2017

633.243 406,750
t.039.993t ions

3r.r86,722I J69,930 592.1011,329.089 I I,1{7,250r6,7{8J52rI assets cost As At June
t8

clAl'lo\

9.312.42t639.503 140.589941 .079 7.61 5.250
-Accurnulated deprec iation As At
July l. 2017

3. / l 2.005
279.3 | 4 61.031166.136 2.786.8134l 8.709Charge for the year

r3.054.437

13.054.437

l 0.402,063.00) 9l 8.81 7 201 ,622l, t 11,2354 t 8.709Accumulaled depreciat ion As
AT 30th June 2018

At June 30.2019

2.288.747.00 793.723.00 44,24 1.159.0
0

2 1.549.3 I 3r 7.167.06 t .00 2.442.324.00\ET BOOK VALUE

2018/2019

i 1.186.722
I l.1.17.250 59l.l0t16.718.3 52 l.l6(,.930

-_- . -"J 18.500

1.3 2 ,,0E9otal Asset cost As Al 30TH

DITION I\ 'THE YIAR

NE 2018

r.632.910 6 r 0.601
3l .468.222

I 1.117.250I 6.7{ 8.3 5 2 r.329.089ASSET COST AS AT 3OTH
JUNE 20I9
DEPRECIATIO\

t3.054..137
t0..102.063 t0 I .6tl1. 3.2i5I tE.709

ACCTIMULATED
DEPRECIATION AS AT IST
JI,]LY 2018
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CHAR(;ES FOR YEAR 4 18.709 I 66. t36 2.?86.812 ,189.879 76,325
3.937 .862

( 16.,992.298.6
l)

I .,108.696 277.547t.279.t7 t I i.1 88.876837.418
ACCUMULATEI)
DEPRICIATION AS AT
3OTH JUNE 2OI9

JJ2.65.1
14,{75.9232.041.626 221,231.t9.71tt15,910,93.1NET BOOK VALUE
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I
I8. TRADE AND oTHER RECE,IVAI}LES

42.017.59465.543.1 23.00

J
Trade receivables

I .979.4152.523.069.00Deposits and prepayments

VA'l' rccoverable

Other receivables

{3,997,0096ti.r)66,I 92.{X)Gross trade and other receivables

I9. I]ANK ANI) CASH BAI,ANCT]S

5.051.1 i73.600.523.41Cash at banl
57.(Xr0Cash in hand

5,1II,t973,600,523.41

20. ORI)lNAl{\' S}lAltF (':\PlT.{1.

t 00,000t00,000.00paid:I ssucd and ful

21. BORROWINGS

1.983.233.00Balance at beginning ofthe year

Domestic borrowings during the year

1.900.i88

1.400.000Repayments ol'domestics borrowings during the year

l6(r.0I 0I I 0.71 0.00Inlercst due
766.398llalancc at cnd of thc !'ear

G 0IBEI, t0

rosll
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&1
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5304A\10B0P

FttJAt'tct 0FFtcEE
I.OI)IYAR WATER & SANIIATION CO.
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Trade payables r r.989.437.00 65.162.1 90

Accrued expenses

I t,989,{37.00 65,162,190

oe

I

a
22. TRADE ANI) O'I'H1]R PAYAtII,T]S

23. FINANCIAL RISK MANAGEMENT
The entity's activities expose it to a variel.u- of Francial risks including credit and liquidity risks and

effects of changes in lbreign currency. 'fhe company's overall risk management programme focuses on

unpredictability of'changes in the business environment and sceks to minimise the potential adverse

et'fect of such risks on its perlbrmance by setting acceptable levels of risk. The company does not hedge

any risks and has in place policies to ensure that credit is only extended to customers with an established

credit history.

24. INCOPORATION

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in I :nya

2s.EVENTS AFTER THE REPORTING IERIJD

There were no material adjusting and non- adjusting events afier the reporting period.

26.CURR.ENCY
-fhe 

financial statements are presented in Kenya Shillings (Kshs).
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