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und information

Water and Sanitation conrpany ltd was established in 2007 under the provision of' the

ics Act Cap 4tl6 ol'thc [-ar.r,s ot'Kenya. and later moved liom there and now operates liom
emer area within the ministry of walcr in the county govemnrent ollices
pany took over the ntanagement of Water supply as a service provider liom 2007 to date

ning a Service Provider Agreement(sPA) with Rift valley water services Board(license) on

2007.

al -,\ctiv ities

cipal activity of'lodwar u,ater and sanilation conrpany ltd is to p|ovide water and sanitation

to residcnts of' l,odwar

lachieve excc-llence in thc provision ofquality water and sanitation services with the aim to be

hhe leading watc'r service provider in the riti valley water services board arca.

rovide adequate .portable. atlbrdable and sustainable lvater:rnd sanitation services to

sitlents in lodwar and its environs through conlinuous improvement and cxtension.

lu rs
rnal respect with a tbcus on cuslomers
rnal and internal integrily honesty transparency accountability and partnership through

etworking
\'. I t.l rrral teamnork . innor ativctre'ss artd cottrnrittt'te'ttt

l's

lc no []oalcl ol'l)ircclors during thc linancial 1'car undcr ctlnsiclcration
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Name Qualilicationl'asspor 1 srlc
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Electromechanical
engineering power
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SI.]C'TION A

i Thc cntitl's operation and financial pcrformancc

OVERVTEW
l.otlu'ar ily'ater anrl Sanitation Cornpany Limited(LOWASCO) was incorporaled by 3 stakeholders

narnely: fMunicipal council ol l-odwar,l.ake l urkana Out source company Limitcd ancl Rili Valley
Water Sdfviccs l]oard. lhc conrpan)' uas ot'ficialll registcred and incorporated under the companies
n ct (Cap486) -Ccrtilicate ot incorporation No. C.115044 dated 9th I-cbruary 2007.4 Service

ProvisiorllAgreement betwcen Rifi Valley Water Services which mandate Lodwar Water and

Sanitatiod Company Limited to take over the operation of former Lodwar Urban Water Supply which
was sign$ in Ju1y.2007.

(;uN ltl{AL l)llscltIl,TloN o}''l'HE AI{EA

LOCATIQN
l-odwar Whter and Sanitation Cornpany t,imited operate as a Water Scrvice Provider for the residents

ol'l.odrvar f,ownship and its environs within the nrunicipality.
'l'he municipality covcrs an area equivalent to 706 square kilometres and it is cut through tiom West

to tiast b1- tir.lo major scasonal rivers-Kawalase on the Noflhern and'furkwel on the Souther side. l-he

residential Arcas covercd include Kawalase to the North of Kawalase River.Napetel and Natotol to thc

liast.'Iownlhip and Calilbrnia markel antl Nakwamekrvi Centrally. but betu'een the two seasonal

rivers. lowards the south across Turkwel River. the rcsidential areas covered include Kanamkemer

and Nawoiibrong.All the albresaid areas sen'ed by the LOWASCO have'been grouped into upper and

Lowcr Zones.

CHALLENGES/RISKS FACING THE COMPANY
i)l:ilectricity bill is still high at an avcragc ol' Ksh. I .200.000
ii)'fhc compdny still uscs old inliastructure(pumps. pipes etc)
iii )Llnaccounted fbr water is still high at a rate of37%o

ivllllegal coinections
v)l Iigh opera[ions and Maintcnancc costs
vi)Water production cost is Ksh.45.00 pcr cubic rneter uhile water tarilf is Ksh.33.00 per cubic meter

rcsulting to a !oss ol'Ksh. I 2.(X) pcr ctrbic rneter.

WAY FORWARI)
-lmpror ing and incrersing watcr suppll
- Iix pansion ofarca covcred
-Sar ing lirr l'uturc invcstnrcnt
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REPORT OF THE CHIEF EXECUTIVE OFFICER
'l here was no Chiel'Executivc Oflicer (CEO)during the linancial pcriod under consideration

CORFORATE GOVERNANCE STATEMENT
'I'here was no Board ol [)irectors during thc Financial period under consideration

\
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-propdals to donors for lurther investment e.g Water Services Trust Funds
-Reha{llitation of existing water supply system
-Alten$tive water supply systems i.e Solar power
-to pullin place strong organisation policies
-lmprof! remuncration of'*orkers lbr belter pertbrmance

SECTION It
(lompanl-'s compliancc n'ith statutory requirenrents
'fhe company cor-nplies in paying tax and remilting statutory deductions fbr every employec every

rmlnth.

SE('TION C
Kel projects and inl'estmcnts decisions the cntit)'is planning/implementing
'l hc company did not havc an)'invcstrnent during the lrinancial year undcr consideratiort

SF]CTION I)
Material Errears in statutory/financial obligations
'l he cornplrny also havc an outstanding stalT obligations ie gratuity and courl case award amounting to

kcs.2,529r97,1.1{.

SIiCTION I],
'I'hc entity's financial probity and serious governance issues
'l he companl'has never experienced anv negative linancial prtlbity

(.()RPO IIA'TE SOC 1 A L IIESPONSI I} I LIT}' STATI,]M F]NT
'l he companl passivell parlicipatcs otr social rcsponsibilitl

Dividends

Since there were no l)irectors during the f-inancial year under consideration, dividend was not paid

FIIIANCE ()FFICER

I.ODIYAB lvATER & SANIIATION CO.

JUN 20'19

ox 144.30500,
I.()t)WAR
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Auditors
.Ihe 

Auditor General is responsiblc filr thc statutory audit ol'thc company in accordancc with Articlc
129 ol'rhe Cirnstitution ol'Kcnl'a and the ['ublic nudit Act 20l5.Kenya National Audit Olfice was

nominated b!, the Auditor Gcneral to carry out the audit of'the company fbr the year/period ended

June 30. 2018 in accordancc to section 23 olthe Public Audit Act, 2015 which entpowers the Audik)r
(ieneral to appoint an auditor to audit on his behalf.

\
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S'TATE NI Ii,NT OI- D I ITECI'o ItS' RESPONSI I}I L ITI ES

Sc.rioJ\gt olthe Public Finance Management Act.20l2 and section l4 of the State Corporations

Act. r$uire thc' Direcrors to prepare tlnancial statements in respect ol that entity, which give a true

and l-airl, r,icw of rhc srare ol all'airs of the company at the end of the linancial yearlperiod and the

operatir$ results ol'thc company lbr that year/period. 'Ihe Directors are also required to ensure that

the com$any ke,.-ps proper accounting records which disclose with reasonable accuracy the financial

positionipl the company. l'he Directors are also responsible tbr sal'eguarding the assets of the

.ompanyJ

'l hc Direclors are responsiblc lirr the prcparation and presentation ol'the cornpally's financial stalcments.

rvhich givg a lrue and fair vicrv of the state ol allhirs ot'the company lbr and as at the end of the

linancial year (period) ended or.r June 30, 201 8. 'fhis responsibility includes: (i) rnaintaining adequate

llniurcial nlanagement arrangeulcnts and ensuring that these continue to be ell'ective throughout the

rcporling ppriodl (ii) rraintaining proper accounting records. which disclose with reasonable accurac)

ar any rinrerthe t-rnancial posirion of the entity: (iii) designing. implernenting and maintaining interrral

controls rclgvant to thc preparation and f'air prcseutation ol'the llnancial st.rtemenls. and enstrring that

they are liee f'rom material lnisstatements, whether due to error or liaud; (iv) sal'eguarding tlle assets

ol rhe entity.; (v) selecting and applying appropriale accounting policicsl and (vi) making accottnting

estimates tldt are rcasonable in the circumstances.

'[trc t)irscktrs accept responsibilitl' tbr thc cntit]''s linancial statenents. t'hich h:rve been prcpared using

appropriate lpcounting policies supported b1, reasonable and prudenl judgemonts and cstimates. irt

conlbnnitl,wilh lntemational Financial Reporting Standards (IFRS). and in lhe nranner required h1'thc

PFM Act.2012 and the State ('orporations Act .

,\pllror ll ol' lhe linrtncial stltcrlltnts

2019 iurd signedlhe crrtitr's
orr its hchall'

ll Ic

fff.t, 
statements were approved bv the Board on
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Telephone: +r54-(2o) l214ooo
E-mail: inf o@oagkenya.go.ke
Website: www,oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDIYOR.GENERAL

Enhancing Accountabilitl'

REPORT OF THE AUDITOR.GENERAL ON LODWAR WATER AND SANITATION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Discleimer of Opinion

I havQ\audited the accompanying financial statements of Lodwar Water and Sanitation
Comp{ny Limited set out on pages 1 to 25, which comprise the statement of financial
positioif as at 30 June, 2019, and the statement of profit and loss and other
ompr{hensive income, statement of changes in equity and statement of cash flows for
the yeflr then ended, and a summary of significant accounting policies and other
explan{ltory information in accordance with the provisions of Article 229 of the
Constitfltion of Kenya and Section 35 of the Public Audit Act, 2015.

rl

I do nol\express an opinion on the accompanying financial statements. Because of the
signific{irce of the matters described in the Basis for Disclaimer of Opinion section of my
report, llftave not been able to obtain sufficient appropriate audit evidence to provide a
basis fo{lan audit opinion on these financial statements.

ll
Basis fdi Disclaimer of Opinion

il
1.0 An<iinalies in Financial Statements

'l..1 lrregular Approval

As reportep in the previous year, the financial statements of Lodwar Water and Sanitation
Company fimited (the Company) for the year ended 30 June, 2019 submitted for audit
were prepared and approved by a Caretaker Management Team instead ofthe Board of
Directors ap required by Section 635(1) of the Companies Act, 2015 which provides that
the Directofs shall prepare a financial statement for each of the financial years of the
company. Further Section 691(1) of the Act provides that an abbreviated financial
statement qf a company is not valid until it has been approved by the company's Board
of Directorsland signed on behalf of the Board by a Director of the Company.

Consequer{ly, the financial statements of the Company for the year under review have
not been pr$pared in accordance with applicable regulations.

Rdort {the AtSitor-Ceneral on Lodwar Water and Sanilation Company Limitecllor the year ended 30 June, 2019

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box Joo84-ooroo

NAIROBI

The finan0ial statements for the year under review contain the following: anomalies:



1.2 lmproperPresentation

1.3.1 Reserves

The statement of financial position as at 30 June, 2019 reflects revenue and capital
reserve balances that d iffer with the account's balances reflected in the statement of
changes in equity, as detailed below:

Item

Statement of
Financial Position

(Kshs.)

Statement of
Changes in

Equity
(Kshs.)

Difference
(Kshs.)

Capital reserve 2,568,129 2,568,129
Revenue reserve -18,838,754 (18,838,754)

Consequently, the accuracy and completeness ofthe capital and revenue reserves as at
30 June, 2019 could not be confirmed.

1.3.2 Statement of Cash Flows

The fixed asset movement schedule reflects purchase of property plant and equipment
during the year amounting to Kshs.281,500, whereas cash flows from investing activities
in the statement of cash flows do not include any purchases of property plant and
equipment. ln addition, a bank loan repayment amounting to Kshs.1,400,000 shown in
expenditure records as having been made during the year under review was not included
in the cash flows from financing activities.

Further, the cash flow statement reflects cash and cash equivalents at the beginning of
the year totalling Kshs.4,376,654 which is at variance with the corresponding balance
reflected in the certified financial statements for the year ended 30 June, 2018 totalling
Kshs.3,577,554. The difference of Kshs.799,100.32 between the two records has not
been explained. The statement of cash flows also reflects cash and cash equivalents as
at 30 June, 2019 totalling Kshs.2,013,999 whereas the statement of financial position

Report o/the Auditor-Generql on Lodwar Water and Sonitarion Company Linitedlor the year ended 30 June. 2019
2

o
As similarly reported in the previous year, the financial statements do not include the
following information and records: the Chairman's statement, report of Chief Executive
Officer, corporate governance . statement; corporate governance report; report of
directors; statement of comparison of budget and actual amounts; progress on follow-up
of auditor's recommendations, inter entity transfers and record of transfers from other
entities.

As a result, the statements do not comply with the reporting requirements set by the Public
Sector Accounting Standards 8oard, and Section 101(4) of the Public Finance
Management County Government Regulations 2015.

1.3 lnaccuracies in Financial Statements



reflects cash and cash equivalents totalling Kshs.S,1 1 1 ,1 97, resulting to an unexplained
difference of Kshs. 3,097,'1 97.

ln view of these discrepancies, the accuracy and completeness of the cash flow statement
for the year ended 30 June, 2019 could not be confirmed.

2.0 Trade and Other Receivables

The statement of financial position as at 30 June, 2019 reflects trade and other
receivables balance totalling Kshs.43,997,009 which differs with the sum of
Kshs.42,017,594 computed from the account's supporting schedule. The difference
amounting to Kshs.'l ,979,415 between the two records has not been confirmed. Further,
the trade and other receivables balance includes a sum of Kshs.11,261,860 owed by
dormant and other customers disconnected from the Company's water distribution
system. However, Management has not made any provision for bad and doubtful debts
in respect of the debts.

Consequently, the accuracy and completeness of trade and other debtors balance
totalling Kshs.43,997,009 as at 30 June,2019 could not be confirmed.

3.0 Trade and Other Payables

The statement of financial position reflects trade and other payables totalling
Kshs.65,'162,190 as at 30 June, 2019, as further disclosed in Note 17 to the financial
statements. Further, records of the Rift Valley Water Services Board (R\ANSB) reflect
Kshs.19,711,028 as the outstanding levies and charges owed by the Company as at
30 June, 2019. However, the debt is not reflected in the Company's ledgers and has not
been disclosed in financial statements for the year under review. The trade and other
pay'ables schedule and aging analysis were not availed for audit review.

ln uiew of these issues, the accuracy and completeness of trade and other payables
balance totalling Kshs.65,162,190 as at 30 June, 2019 could not be confirmed.

4.0 Travel and Accommodation Expenses

Examination of travel and accommodation expenses records indicated that payments
totalling Kshs.1,582,000 made to various officers were not supported with relevant
re@rds such as motor vehicle work tickets or bus tickets, signed attendance registers
and reports of the meetings attended. As a result, the propriety of travel and
accommodation payments totalling to Kshs.2,530,000 could not be confirmed.

5.0 lnadequate Disclosure of Motor Vehicle Financing Loan

The statement of financial position reflects borrowings by the Company totalling
Kshs.766,398 as at 30 June, 201 9 as further disclosed in Note 16 to the financial
statements. The loan relates to asset financing for motor vehicles provided by a
commercial bank. As previously reported, the loan agreement and minutes of the Board
of Directors' meeting that approved the loan were not provided for audit review. Further,

Repllt ol the Auditor-General on Lodwat Waler and Sanitation Compary Limited /or the year ended 30 June, 2019

ll r



The statement of financial position reflects property, plant and equipment with net book
value balance of Kshs.14,475,923 as at 30 June, 2019. The balance includes the book
values of buildings, water and sewer works, meters and equipment, motor vehicles and
motor cycles, computers and related equipment and office furniture and fittings as, further
disclosed in Note 12 to the financial statements. However, the balance does not include
the values of assets namely; motor vehicles, motorcycles, furniture and fittings and
computers of undisclosed value transferred to the Company from Rift Valley Water
Services Board (RVWSB) as provided for in Section 1 53(1 ) of the Water Act, 2016.

Consequently, the accuracy and completeness of property, plant and equipment balance
of Kshs.14,467,764 as at 30 June, 2019 could not be confirmed.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the lawfulness and effectiveness in the use of public
resources as required by Article 229(6) ot the Constitution. Because of the significance
of the mafters described in the Basis for Conclusion on Lawfulness and Effectiveness in
Use of Public Resources and Basis for Disclaimer of Opinion sections of my report, I have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.

Basis for Conclusion

1.0 Unaccounted for Water

Records on water production indicated that 2,311,981cubic meters (m3) of water were
produced by the Company during the year under review out of which only 1,329,990 m3,

Reporl oflhe Auditor-Aeneral on Lodwor llater and Sonitation Compdry Limitedfor the year ended 30 June, 2019
4

in the financial statements for the year ended 30 June, 2018, the opening loan balance
totalling Kshs.1 ,81 3,904 reflected in the certified financial statements for the year ended
30 June, 2017 was incorrectly reflected as Kshs.2,350,388. The difference amounting to
Kshs.536,484 between the two sets of records has not been explained or reconciled.

ln view of these issues, the accuracy and propriety of the loan balance totalling
Kshs.766,398 as at 30 June, 2019 could not be confirmed.

6.0 Fixed Assets Transferred from Rift Valley Water Services Board

7.0 Lack ofApproved Budget

The Company's annual budget for the year under review submitted for audit review was
not approved by the Board contrary to section 4 2(a) State Corporations Act Cap 446,
2010.

Consequently, the validity, accuracy and completeness of the budget could not be
confirmed.



equivalent to 58% of the year's production were billed for Kshs.49,663,646 m3. The
balance totalling 981,990.68 m3 or 42o/o of the volume water produced, denoted
Unaccounted for Water (UFW) which was seventeen ('17) percentage points above the
allowable ratio set by in guidelines issued by the Water Services Regulatory Board
(WASREB). The UFW totalling 981,990.68 m3 saleable at the Company's price of
Kshs.33.3 per cubic meter may have resulted to loss of revenue totalling
Kshs.36,668,866. The high UFW level denoted that the Company's water distribution
system was losing large volumes of water through leakage or consumption by unmetered
consumers.

The high level of UFW has eroded the potential of the Company to record good returns
on ils operations and poses a significant risk to its ability to sustain its services in the
coming years.

2.0 Uncompetitive Procurement

Examination of expenditure records indicated that chemicals costing Kshs.292,4B0 were
procured directly from two companies. Similarly repair and maintenance services, and
fuel and lubricants costs totalling Kshs.6,510,748 and Kshs.876,550 respectively were
bought without competitive bidding by the suppliers.

The procurement of these items contravened Section 91(1) of the Public Procurement
and Asset Disposal Act, 2015 which prescribes competitive procurement of goods and
services for public entities unless circumstances require the use of an alternative defined
in the Act.

Consequently, the Management breached the law and the Company may not have
achieved value for money from the uncompetitive procurements.

Consequently, Management breached the Law and further, value for money may not
have been obtained from the procurement.

3.0 Lack of Ethnic Diversity in Recruitment of Staff

Examination of personnel records indicated that the Company's staff establishment as at
30 June,2019 was made up of seventy-seven (77), outofwhom sixty-four (64) or 83%
were df the same ethnicity contrary to Section 65(e) of the County Government Act, 2012
and Sbction 7(1)(2) ol the National Cohesion and integration Act, 2008 which prescribe
for ethnic diversity in the staffing of public entities.

Consequently, the Management is in breach of the law.

4.0 Lack of Board of Directors

As repbrted in the previous year, the County Assembly of Turkana in a resolution passed
on 21 November, 2018 approved the appointment of a Caretaker Board and Constitution
of an Advisory Committee by the Governor to oversee operations of the Company for six
(6) months while awaiting appointment of a Board of Directors and a Managing Director.

Reput ofyhe Auditor-Ceneral on Lodwar llater qnd Sqnitation Company Limiledlor the ),eqr ended 30 June, 2019
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The caretaker Board and Advisory Committee were to be answerable to the Governor
and their operations were to commence on or before 1 December, 2018.

However, at time of the audit in December 2019, the County Executive Member for Water
Environment and Mineral Resources had not appointed the Board Members contrary to
the resolution of the County Assembly and Section 24(1)(2)(3) of the Turkana County
Water Act, 2019 enacted in May, 2019. Further, there was no evidence to indicate that
that the term of the Caretaker Board had been extended.

As a result, of the failure to appoint a board for the Company, lts governance system was
not properly established.

5.0 Failure to File Annual Returns

Lodwar Water and Sanitation Company Limited (LOWASCO) was incorporated under the
Companies Act Cap 486 of the Laws of Kenya and issued with an incorporation certificate
No. C.135044 on 9 February, 2007. However, no records were provided for audit to
confirm that the Company files annual returns with the Registrar of Companies as
required under Section 705(1) of the Companies Act, 201 5.

Consequently, Management is in breach of the law.

6.0 Late Submission of Financial Statements

Management submitted the financial statements for the year ended 30 June, 2019 to the
Auditor-General on 11 October, 2019 after the statutory deadline of 30 September, 2019
contrary to section 164(a)(a) of the Public Finance Management Ac|,2012, and Section
47(1) of the Public Audit Act 2015.

Consequently, Management is in breach of the law.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

I do not express a conclusion on the Effectiveness of lnternal Controls, Risk Management
and Governance as required by Section 7(1)(a) of the Public Audit Act, 201 5. Because of
the significance of the matters described in the Basis for conclusion on the Effectiveness
of lnternal Controls, Risk Management and Governance and Basis for Disclaimer of
Opinion sections of my report, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for my audlt conclusion.

Basis for Conclusion

Audit review of the Company's operational and internal control systems indicated that
Management had not established several oversight and control functions and processes
as outlined below:

Report ofthe Awlitor-Cenerql on Lod$'ar Waler and Sdnitation Company Limitedfor the year ended 30 June, 2019
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1.0 Audit Committee

Coptrary to the requirement set in Section 104(i) of Public Finance Management Act,
2012, the Company did not have an Audit Committee during the year review. As a result,
monitoring of the Company's governance and oversight processes and accountability
prooesses,including internal control systems, was inadequate.

Laok of sufficient oversight has increased the risk of irregularities and ineffective
management of the Company's resources.

2.0 lnternal Audit Function

Sirnilarly, audit review of the internal control system of the Company confirmed that an
internal audit function had not been established in the Company. Consequently, the
Management is in breach of the law and internal oversight on the Company's operations
is weak and may be ineffective contrary to Section 155(1 ) (a) of the Public Finance
Management Ac|,2012.

Consequently, the Management is in breach of the law.

3.0 Annual Procurement Plan

The statement of financial performance reflects operating expenses totalling
Kshs.65,793,465 whereas the asset movement schedule reflects asset acquisitions
amounting to Kshs.28'1 ,500 all totaling 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, 2015 and Section
I 14(2) of the Public Finance Management (County Governments) Regulations, 2015.

As a result, Management failed to observe procurement planning requirements. Further,
it was not possible to confirm that the expenditure incurred on procurement of assets and
other goods was in line with the strategic and operational plans of the Company.

4.0 lnformation Technology Policies and Oversight

Audil review of the Company's lnformation and Communication Technology (lCT)
revealed that the Company does have not have a Strategic Committee, Strategic Plan,
policy to guide its investment and use of lCT. ln addition, there were no documented
user4tandards and procedures to manage upgrades and system changes.

5.0 Debt Management Policy

Examination of trade debt records indicated that Management had not established a

debts management policy. ln the absence of the policy, there is risk of trade debts going
bad or not being recovered in good time which may in turn constrain the cash flow and
capacity of the Company to fund its operations in a cost effective way.

Repon ff the Auditor-Genera! on Lodwqr Wqter and Sanitation Company Limiled for the year ended 30 June, 2019
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6.0 Failure to Reconcile Payrolls

Examination of payroll records indicated that in year the year under review, Management
did not prepare monthly payroll reconciliation statements explaining month-to-month
payroll expenditure and other changes as required by Regulation 1 58(1 )(a) (b) of the
Public Finance Management County Government Regulations.

Failure to prepare monthly payroll reconciliations may lead to failure to detect errors and
misstatements of payroll payments and related data.

Failure to establish these controls and functions has weakened the Company's lnternal
control and governance systems and raised the risk of mismanagement of resources and
failure to attain the Company's purpose.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards 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 the
unless Management is aware of the intention to liquidate the Company or 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.

Those charged with governance are responsible for overseeing the Lodwar Water and
Sanitation Company financial reporting process, reviewing the effectiveness of how the
entity monitors compliance with relevant legislative and regulatory requirements, ensuring
that effective processes and systems are in place to address key roles and responsibilities
in relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Report of the Auditor-Generql on Lodwar Watet an.l Sanitation Company Limitedfor the year ended 30 June, 2019
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Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the Lodwar Water and Sanitation Company
Limited 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, 2015 and submit the
audit report in compliance with Article 229(7) of 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
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 Xa) of the Public Audit Act, 201 5 and submit the audit report in compliance with Article
229(7) of the Constitution. However, because of the matters described in the Basis for
Conclusion on Lawfulness and Effectiveness in Use of Public Resources, and lnternal
Contncls, Risk Management and Governance sections of my report, I was not able to
obtain sufficient appropriate audit evidence to provide a basis for an audit conclusion.

I am independent of Lodwar Water and Sanitation Company 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.

N n a
AUDITOR.GENERAL

Nairobi

25 August, 2021

Report ofllte Auditor-General on Lodwar yL ater and Sanitation Compqny Limitedfor the year ended 30 June. 2019



l,otlrr ar u irtcr and sanitation tonrp:tnr lttl

I lleports antl Financi:tl StatenltntsI.-\ h nu
l-or t clr cntlcd .lunc 30 2t) l1)

STA'TEi\IENT OF PIi,OF'II'AND LOSS AND OTII[,It COMPITEHIiNSIVE IN(]OME I'OIT

t'ilE YriAlr. Ii,NDEl) 30,lLiNIi 2019

Iil.. t-;t,ts

7 5.068.9978 I.t2..+95.17IJSalcs,f tnt()vc r

75,06tt,99782,{95,178RIivENI.JESI'07
( )l'l:ll.\'l'l N(; l'l\PI'l\Sl'ls

I 2.1 95.8e3t.l. Ie.-126\)( ost ol'sale s

48,687.37.il0 5 l.664,039Admin trltion and opcr ting cxpenscs

60,883,26765,793,.165,I'oTAL OPERAl'ING EXPIiNSI'S
I

l{,185,730( )l,utt tN(; PROFIT(LOSS)
ll 266.01 0I inane r.' ( osts

I J,0 I 6,99Sr 6,.135,703t,tto['t17 (l.oss) ItEFoRE 1'AXATION

t'

30500

WA

FINA

3 l,/

. Box 144.

,vct
L|,DWAR

rfB&
0,tJ C0,

NJU 0t

NITASA TI

nI 00

2018Notc 2019

KshsKshs

l 6,701 ,713

r68.735

,

I



I
I

I



[,odrr'lr Wrtcr and Sanilation ltd

A'rr n url ltr:ports:tntl !'inancirtl Stitttnrcnls

I.
For lht c;rr cntletl .lune 30. 2(l I 9

s't"\l' MHNT OF FIn*ANCIAL POSITION AS AT 30 JUNE 2019

I)rrte.......

R.4rfi;
leJrrr I e

kq

AssEd
N(rll-C urrcllt Asscts

18. 132.19(rllPropenJ] plant and equipment
l

18.132.296I {,{67,76{T0trl Non-Cu rren( Assets

( urrrnt sets

.$.997.00efradc and Lrthcr rcccivirbles

3.5 77.5 5,1ll 5.1 .197l:leok and cash ballttccs

32.759,657f(,tul ( u rent Asscts

50.89t.953

I.-Q trtTY ,\Nt) t,lAulLl'l'l [:s
( tlpital {n(l llcscrr cs

100.000 100.000l5ordinarl sharc capitul

2,568. r29G;;i;4*".
t{t.8:i8.754r8.8i8.75.1Rer cnur 0qs,,'rvc

t 6, t 70,625t 6,170,62S

rt Liabilitics
t.900.188l6llorroN irl b(NlC Loirn balancc)

1.900,381r766.J98liltirl Non-(lurr(rt Li bilitics

( urrrnt Liabili( ics
(r5.I6l.190t7 (,5. I6l. 190lradc and othcr pilynblc5

65, t 62,19065.t62.190lotalC u rrrn t 1-iir hilil ics

50,891,953J9.757.963r()TAt. ltQtrl'rY ANI) l,lAllILl rlES
l

I-OOlvAil

qorfrcEft
ssffiltTATroil c0.

ANC

Accountant
Lowd.&folg------
Z$4-

P.0. 8or 144.30500,
L()t)IYAR

1

ll
The financfll sralemenrs were approved by rhe Board on _ 2019 and signed on its behalfby:

t.

)

20182019\tllc
KshsKshs

ll. 167.76.1

:9. t 81. t0ili

{q,108,206

6J,575.970t ( )1'A 1- ASSI.:I's

2.568. t?9

'l o(al crpiltll nd Rcscrvc

\on-(lu rr
766.3 9{t



STATEMIIN'I'OF CHANGIiS l,r- EQUITY FOR TIIE YEAR ENI)ED -10 JtiNE 2019

Al Juh l,2017 100,000.00 t00.000

Total conrprehensive inconre
(6.113.230.24

)

Al June 30.2018 100.ff0.00 A A 100.0(x)

100.(xx)Ar .luh 1,2018 roo,b)o.oo

Issue ol'neu share capital

Total conrprehensive income
(6.113,230.24

)

Dividends paid - 20 | 8

Interinr dividends paid - 201 8

Proposed fi nal dividends

At .lunc 30.2019 100.000.00 t 00.000

;.(r,
3^ 15
:BE
i[t=; Ilts
(,i tcto I<-l'i

oa
=

-

Oa
=

=-
z.

- C>
Qe oca

= <i

=t--{
o
=

o

Onl inan
sha rc capital :

i

F:rir valuc
adjuslmrnt

rcset.l a

Capitall
I)cvelopmcn

t
GranLs/Fund

'l'otalR;v;ru;rion 1

rcsen'c I

( r r t
V ! V

\

\
'--4y C'o



STAT0MI'NI'OF CASH I'L()WS FOlt I'HIi YEAIt ENI)ED 30.11-lNE 2019

( )l lrcr
cnerated from/ used in 1) ratin

N'ct casl g

(.ASH LoWS FROM FINAN('ING A('TIVITII.]S

Ca iral ilrlts
nt of borrorvin

Ncl cxs rncrlte(l fr'(rnr/ rrsrtl itt li[anrin rctivil ics

rN('Rt,:Ast,7(t)u( rar,r,\sl,:) IN (',\sIl ,\Nl) ( AslI
t.l uN' LUN'l'S

l) ('As ltQl-rlvAI-liNl s AT IIE(;INNIN(; ()F

J l3l 6J9.2{

{(r2,0ll{.2{

rnerated fronr/(uscd in) invssting actil itits

CASH A
YTiAR

Ellects lbreign exchung cs ratc ll rretrllrli()n:

Ices[t l) ('AsIt f UIVALENT'S AT I.]ND OI.'TlIE YEAR

I
3

\

(
l-,

(,\s LoWS FROM OPERA'I'IN(; A('TIVIl'I T]S

6 r.224.558.00r06.534.621.00Cash g$rerated liom/(used in) operations

Inle rr.'sl leccir cr.l

(e1.73s.00)lnrcrest paid

D,"iaffit p"ld
thffilffi p^ld

(r0s.0n.6,14) (56.999, r 81.76)
I,522,97tt.95

rLows FttoM lNvllsTl NG A('1'lVlTl lis

2.1 I1.170.00Purcha$ of property, plant and equipment
Froce.Frio, airpotut ot property. plant and equipment

|,522,971t.95

I,522,97tt.95

l,2J{,202.{0l,522,97ti.95

2,013,999.IJ1r{,J76,65{.J2

J,5 7 7.5 5;l.l)02,013,999.8tt

FII{AIICE ()TFICER

l.OD|YAR IYATER & SAI{ITA

3 f| JUN 20t9

P.offios6o,
L 0DyvA R

Tt0il c0.

{

]I

2019 I

Krfi-l
20t8
l(shs

Notc

cxl)cr )scs

ncti\ iticsNrt cxs

( AS|I I

l,li 18,269.2{

l

t5.892..r35.0
I56.26 5.00Rcpat rtrt

I

I

N
),

o



NoTd To THE FINANCIAL STATEMENTS
It. G${ERAL INFORMATION
ll

Th{lcompany is estublished by and rlerives its authority and accountability liom the Companies

e"d] 'fne entity is private company limited by shares and is domiciled in Kenya. The entity's
prirfgipal activity is provision of Water and sanitation services.

ll

norl[.ny* Companies Act reporting purposes. the balance sheet is represented by the statement

of fihancial position and the prolit and loss account by the statement of protit or loss and other

conifrehensivc income in these financial statements
I

2. ST4ITEMENT OF COMPLIANCE AND BASIS OF PREPARATION
il

Thelfinancial statemL'nts have been prepared on a historical cost basis except ibr the measuremenl

at r{.fvalued amounts ol certain items of property, plant and equipment, marketable securities and

tinaflcial instruments at fair value, impaire"d assets at their cstimated recoverable amounts and

actuflrially determined liabilities at their prcsent value. Thc preparation ol'linancial statements in

con$f rmity wirh Intemational Financial Reporting Standards (IFRS) allows the use of estimates

and Issumptions. It also requires managemenl to exercise judgement in the process of'apptying
the {rtity's accounting policies.

'l he lfinancial statements have been prepared and presented in Kenya Shillings, which is the

flonal and reporting currency of the company.

Act, the State
fhe accounting

lunc

'fhe 
lfinancial statements have been prepared in accordance with the PFM

Conldrations Act and lnternational l'inancial Reporting Standards (tFRS).

polid[s adopted have been consistently applied to all the years presented.

3. AP
RE

PLICATION OT'NEW AND REVISED IN'TERNATIoNAL FINANCIAL
I

FORTI NG S'[ANDARDS (I FRS)

Relevant ncrl' standartls and anrendments to published standartls cffective l'or thc vcrtr

ended 30 .l une 201 9

E fli'ctir e drtte lnlp cl

i)

I ,\mrndmcnl/l tcl.prrt{ti()n
tr) r stallda rd

Elfcctive for
annual periods
beginning on

or alier I

Januarl' 201 8

Finalized version of IFRS 9 which contains
accounting requirements for financial instruments,

IAS l9 f-inntiol lnslrunrcrtt.s
Rc c o grt i I ion and L[c u.\ urc me n l.

'l he standard contains requirements in the

fbllowing areas:

Classification and measurement.
Financial asscts are classilled by refcrence
to the business nrodel within lvhich thcl'
arc held antl their contractual cash llorl
charactsris(ics. I he 20l4 ve rsion ot'IIjRS 9

rcplac ing

I FB.S 9: Financ ia I

lnSru rncnts
( ls\utd 21 .lul.v 20 I I )
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lmpactEffcclil'c rlntcnrendmtnt/l nterprctation
o a standartl

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

statements fbr
a pcriod
beginn ing on

or atler I

January 201 8

ItlliS I5: Rcvenue liortr

Contracts with Custonl!'rs

(ll.tucd 28 lplu.v 201 1)

ln JUN 2019

,ffiuoo,
t0DWAR

ATl0tl
ERc0ttlEAt'lCIt{r 0ct'llTSA&BAVI00t

introduces a 'fair value through othcr
comprehensive income' category for certain

debt instruments. Financial liabilities are

classilled in a similar manner to under IAS
39. however there are dif'ferences in the

rcquirements applying to the measurement

ofan entitv's own credit risk.

Impairment. 'Ihe 2014 version of IFRS 9

introduccs an 'expected credit loss' Inodcl

lbr the measurement of the impairment ol
financial assels, so it is no longer necessary

lbr a credit event to have occurred betbre a

credit loss is recognized

Hedge accounting. Introduces a new

hcdge accounting model that is designed to

be more closely aligned with how entities
underlake risk management activities when

hedging tinancial and non-llnancial risk
exposures

Derecognition. 
.l he requirentenls tirr the

dcrecognitiorr ol' tlnancial assets aDd

liabilities are camied lbrward liorn IAS lt)

IFRS l5 provides a single, principles based tlve-
step model to be applied to all contracts with
customers.

The five steps in the model are as follows:

. ldentity the contract with the cuslomer

. Identify the performance obligations in the
contract

. Determine the transaclion price

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

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

Guidance is provided on topics such as the point in
which revenue is recognized, accounting for
variablc considetilliorl. costs ol' tirllllling and I

obtaining a conlract arrd various related matters
losures aboul reve!)ue are also introduced

e'.i, I
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I lpeu,gnition of Defi:rred Tax

Wssets for lhnreuli:ed Losses

l(nrcndmcnts 
to IAS l2)

lllssuetl t9 Junuurl, 2016)

il

Amends IAS l2 lnconre Taxes to clarily the
following aspects:

Unrealized losses on debl instruments
mcasured at thir value and measured at cost
for tax purposes give rise to a deductible
temporar) dil'ttrence regardless of whether
the debt iIstrument's holder expects to
recover the carrying, amounl of the debt
instrunrent by sale or by use.

The carrying amount of an asset does not
lirnit the estimation of probable future
taxable prolits.

Estimates for I'uture taxable prolits exclude
tax deductions resulting tiom the reversal
of deductible temporary differences.

An enlit) assesses a deferred tax asset in

cornbination with other deferred tax assets.

Where tax law restricts the utilisalion of
lax losses. an entity would assess a

det'erred tax asset in combination with
other deferred tax assets of the same type.

Arnends II'RS I5 Revcttue .liom L'onlrucls rt'ilh
('ustomers to clarily three aspects of the standard

lidentifying perforrnance obligations, principal
versus agent considerations, and licensing) and to
provide some lransition relief tbr nroditled
contracts and conrpleted contracts.

Anrends ltrRS 2.Shura-hused l>ut'ntsrrr to clarift the
standard in relation to the accountinB, lirr cash-

settled share-based paynlent traDsactions tlrat
includc a perl'ormarrce conditiort. the classillcation
ol' sharc-bascd palnrcnt lransiictions $ith nct

scttlenrent ttaturrs. and the acc()untinS li)r
rrtldilications ol sltrrc-hlrsed palnrcnt transflctions
liorn cash-settlcd to cqu it\.scttled.

7

F."n,l**ntll,t"rprelaIion
fo a standard

lll ltcl ir c tla lc I mpact

Et l'ective tbr
annual periods
beginn ing on

or afier I

Januarv 201 7

isclosure lniliulivc
l)menttments to IAS 7)

il
lSs ue<l 2 9 Jun uur.r' 2 U I 6 t

Etfective lor
annual periods
beginn ing on

or after I

January 201 7

Amends IAS 7 Stutcment of Cash Flows to clarify
that entities shall provide disclosures that enable

users of tlnancial stalenrenls to evaluate changes in
liabililies arising frrrnr linancirtg aclililics.

(7tu'ifit'ut iotts to Il.'R\ l5
' ftp rc n ut' fn t nt (itn t ruc l s

t)hh (ustoners'
r\sua,l l2 April 2016)

Ef'f'ective for
annual periods
beginn ing on
or aller I

January 2018

ClYtssi/icut ion und
.lthasurenent oI Shure-
h$ ett Poy ntent Tru n suc t i on s
(Aln,:nclncnts to 1FRS 2)
(tffuctl 20 Junc 2016t

El't'ective tbr
annual periods
beginn ing on

or aller I

January, 201 8
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ii) cw and anrcnded standards and interprctations in issue but not )et effective in thc lcar
dcd 30 J une 2l) l9

Irnpact

I

\ mend men t/I n terp retatio
r to a standard

IllTcctive datc

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

It'RS l6 specifics how an IFRS reporter rvill
re'cognize, measure, presclt and disclose leases.
.[he 

standard provides a single lessee accounting
model, requiring lessees to recognise assets and

liabilities lor all leases unless the lease term is l2
months or less or the underlying asset has a low
value. Lessors conlinue to classily leases as

operating or finance. rvith IFRS l6's approach to
lcssor accounting substantially unchanged from its
predecessor, IAS 17.

uad I 3 .luntrcn'.t' 20 l6)
I6. Lr:u.vc.s

'l'he interpretation addresses the determination of
taxable profit (lax loss). tax bases. unused tax

losses. unused tax credils and tax rates, when there

is uncertainly over income tax treatmenls under
IAS l:. ll specillcalll con5iders:

Whether ta\ tleatrnents should be

considered collectively

Assumptions for taxation authorities'
exam inations

l'he deternrination oftaxable profit (tax

loss). tax bases. unrrsed tax losses, unuscd

tax credits and tax rales

The efl'ect of changes in facts and
circunrslances

L l(' 23; Ilncerluinlv ovar
c t t n t c Tu.t Tr c' u I u a n l.t

sued 7 June 2017 )

Applicable to
annual reporting
periods
beginning on or
after I January
201 9

Makes anrendments to the following standards:

IFRS 3 and IFRS I I - Thc antendmenls to
ll:RS 3 claril-r that when an cntit) obtains
control ot'a business that is a joint
operation, i1 rerneasures previously held
inlerests in that business. The amendmcnts
to IFRS ll clarity that when an eltity
obtains joint conlrol of a business that is a
joint opcration. the entit)' does not

rcnleasure previousll' held interests in thal
bLrsinc'ss.

IAS l2 - The anrendmeuts clality that thc
requiremcnts in the lbrmer paragraph 528
(to recognise the inconre tax consequences

ol' dividends whcre thc transactiolls or

uttl IDU)ror!nrnt.\ lo
.\tunclut'lt )(ll 5 :01 :

utl I ) l)ucntur )01 -)

Annual periods
beginning on or
aftcr ) January
2019

ti
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ImpaclEffr:ctir c datc

ll
mendment/Interpretatio
to a standrrd

I

Applicable to
annual reporting
periods
beginn ing on or
aller I January
20l9

Applicable to
annual reporting
periods
beginn ing on or
aller lJanuary
2019

ffffi",r|r'-'

-l'he 
afnendments in Plun Anarulnrnt. Curtuilucnt

or Seltlenrcnt (.l k,t.l trnls to IAS l9) are:

Annua I periods
bcgrintt ing on or
aficr I January

('1t
t ..lnendnrc t.

rluil knl 0r Sellle tcnl
I-.llnat nrnt:; to l.'1'\ l9l

R,\ 16.. Lcu,tts
trcd l3,Jtnuarv 2016)

IFRS l6 specities how an IFRS reporter will
recognize, measure. presenl and disclose leases-

The standard provides a single lessee accounting

model, requiring lessees to recognise assets and

liabilities for all leases unless the lease term is l2
rnonths or less or the underlying assel has a low
value. [.essors continue to classify leases as

operating or flnance, with IFRS l6's approach to
lessor accounting substantially unchanged liom ils
predecessor. IAS 17.

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

is uncerlainty over income tax lreatments undcr

IAS 12. Il specilicalll considers:

Whether tax treatnlents should be

considered collectively

Assumptioos lirr taxation authorities'
exam inations

.l'he 
dctr-'r'rn inat ion of taxRble prolit ltax

loss). ta\ bases. unused tax losses, unusc(l

tar credits and tax lates

'l'he et}'ect olchanges in facts and

c rrcunlstances

events that generated distributable profits
are recognised) apply to all income tax
conscquences of dividends by moving the
paragraph away from paragraph 52A that
only deals with situations where there are

diflf'erent tax rates fbr distributed and

und istributed prolits.

IAS 23 - The amcndments clarify that il
any' spccilic borrowing remains outstanding
alier the related assel is ready lbr its

intendcd use or sale, that borrowing
bccorncs parl ol tlrc tunds that at) entit)
borrows .gulcral/_v when calculating the

capitalisation rate o|l Beneral borrowings.

9
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E ffecli\ e (lntc lmpact
l

\mendment/lntcrpretatio
r lo a standard

ll.'RS l6 specitles how an IFRS reporter will
recognize, measure. presenl and disclose leases.
'fhe standard provides a single lessee accounting
model, requiring lessees to recoBnise assets and

liabilities for all leases unless the lease term is l2
months or less or the underlying asset has a low
value. l,essors continue to classily leases as

operating, or financc, wilh IFRS l6's approach ttr
lessor accounting substantially unchanged tiom its
predecessor, IAS 17.

l" R\ 16; Lcusc.s

lssucd I 3 .lunuo'r' 2016)
Applicable to
annual reporling
periods
beginning on or
after I January
20t9

l(' 23: Unca rtuinty, ovcr
na T.r 'li-aul rcnls

.su,tl t- .lunc 2017)

Applicable to
annual reporting
periods
beginning on or
aticr I January'
2019

The interpretation addresses the determination of
taxable profit (lax loss). tax bases, unused lax
losses. unused tax credits and tar ratcs. when there
is unceflaint]- ovc'r income tax treatments undcr
IAS 12. lt specilicalll, considers:

Whether tar treatrnents should be

considered collectively

Assumptions for taxation authorities'
exanrinations

'l'he determinalion ol'taxable prolit (tax

loss), ta\ bascs, unused tax losses. unused

tax credits and tax rates

The effect of changes in fhcts and

cit-curnstances

&l 7 l"ahntdrt 2018) 2019 l1'a plan anrendment. curtailment or
sctllencnl occurs. il is no$ mandator) that
the crrrrent scrvice cost and thc nel intcrcsl
fbr the period atler the remeasurc'ment are

deterrnined using the assumptions used tbr
the remeasurement.

ln addition. anrendments have been

included to clarifi' the el'l'ect of a plan

amendnlent, curtailmenl or settlenrent on

the requirelnents regarding the assct

ce iling.

Directors shall bc applying the above and relevant standards as they become eflective

\ \
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l. n{flrcnrroN oF NEw AND REvtsED INTERNATIoNAL FINANCIAL
REPORTING S'tANDARDS (I FRS)

Early adoption of standards
lt_

ThelJcompany has adopted any new or amended standards where relevant to its operations on

Fin{ircial period beginning on or lst January 2014.

5. SUIIIMARY OF SIGNIF'ICANT ACCOUN'TING POLICIES
il

The $rinciple accounting policies adopted in the preparation of these linancial statements are sct

our $Elow:

a) Itcr enur recognition

REvenue is recognised to the extenl that it is probable that futtrre economic benetlts uill tlorv

tq the cornpany and thc revenue can be rcliabli' rneasurcd. Revenue is recogniscd at the l'air

r,{lue ol' considcration received or expected to bc received in the ordinary course of the

company's activitics. nct ol' value-added rax (VA'l). where applicable, and rvhen spccific

critcria have been met for each ofthe company's activities as described below.

i) , Revenue from thc sale of goods and services is rccognised in the year in which the

conlpan-y delivc-rs products to thc custoner. the customer has acceptcd thc producls and

collectabilitl' of the relatecl rsccivablcs is reasonably assttrcd.

ii) I Grants from National (ioyernment are recogniscd in the ycar in which the cqmpan,v-

actually receives such grants. llccurrenl Brants are recognized in the statentent of'

conrprehensivc income. DevelopmcnVcapital grants .tre recognized in the statement ot'

ljnancial positton and rcalisod in the statemenl ol' comprchensive income over lhe uselll

I lit'c ot'the asscts that has been acquired using such tunds.

iii) Financc income conrprises intcrest receivablc liorn bank deposits and investnient in

securitics. and is recognised in prolit or loss on a time proportion basis using the

et'lbctive inlerest rate tnethod.

iv) Divitlcnd incomc is recognised in thc income statelnent in the year in rvhich the right to
, reccivc the piiynrent is established.

v) Rental income is recognised in thc income statenlent as it accrues using the etl'ectivc'

lcasc agrecments.

vi ) L Other income is recognised as it accrues.

b) ln-liind contributions
ll

ln-[fnd contriburions are donations that are made to the company in the fbrm of actual goods

an{f:r services rathr'r than in money or cash terms. These donations may include vehicles,

eqdbmenr or personnel services. Where the tlnancial value received tbr in-kind contributions

canll be reliably determined, the company includes such value in the statement ol
conff,rehensive income both as revenue and as an expense in equal and opposite amounts;

oth{wise. the contrihution is not recorded.
lt11,,

t
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6.5UMMAIIY ()F SI(;N I I.'l(lANl' AC(]OLJ N'II N(; l'OLICI ES (Continucd)

:r)l'ropcrtr, pl:rnl a ntl r(luil)rnonl

$,ll categories of'property. plant and equipment are initially recorded at cost less accumulated

{eprcciation and impairnrent losses.
l

$crtrin "ut"gorics 
ot' property, plant and equipment are subsequently carried at re-valued

ifnountr, being their lair value at the date of re-valuation less any subsequent accumulated

{lpreciation and impairment losses. Where re-measurement at re-valued amounts is desired,

{ft it.rr in an asset category are re-valued through periodic valuations carried out by

iiidependent external valuers.

I

lflcreases in the carrling amounts of assels arising tiom re-valualion are crediled to other

$mprehensive incomc. Decreases that olfset previous increases in the carrying amount of'the
r$-" o...t are chiuged against the revaluation reserve account; all other decreases are charged

tf profit or loss in the incomc statcment.

I

Q[ins and losses on disposal ol items ol property. planl and equipment are determined by

c$nrparing thc' procceds tiom the disposal with the net carrying amount of the items' and are

rdLognised in prolit or loss in the income slatement.

b)l)cprccintion and itnpairmcnt of propcrt)', plant antl cquipment

Fi[ehold land and capital work in progress are not depreciated. Capital work in progress

rdlatcs nrainly to the cots ofongoing but incomplete works on buildings and other civil u'orks

a{[ installations.

Dfpreciation on propcrt)', plant and equipment is recognised in the income statement on a

sllFight-linr- basis to u ritc down the cost of each asset or the re-valued amount to its residual

r4lue over its r-stimated uselul lif-c. The annual rates in use are:

A ffull year's depreciation charge is recognised both in the year of assel purchase and in the

ye{f ofasset disposal.
lt

Iteflrs of property, plant and equipment are reviewed annually fbr impairment. Where the

rrliying amount ol'an asset is assessed as greater than its estimated recoverable amount, an

imfiairment loss is recognised so that the asset is written down immediately to its estimated

rec$verable amount.

LODWAR

rtralct orrtctn
WATER & SANIIATI{)II CO.

JUN 2019rn

25 years or the unexpired lease period
12.5 years
4 years

3 years

12.5 years
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NOTESTTO THE FINANCIAL STATEMENTS (CONtiNUEd)

6. SUNOMARY OF SI(;NII-ICANT ACCOUNTING POLICIES (CONtiNUCTI)

c) lfltangible assets
rl

tdtangible assets comprise purchased computer software licences, which are capitalised on the

bffsis ot'costs incurred to acquire and bring to use the specific soliware. These costs are

a$rortised over the estimated uselul lif'e ol the intangible assets from the year that they are

ailailablc for use, usually over threc )'ears.

d) Amortisation and impairment of intangiblc assets

Anrortisation is calculated on thc straight-linc biisis over the cstimated uselul lil'c ol'comltutcr
solt\\'arc ol lliree 1'ears.

Af[ .orput"r sotiware is reviewcd annually lbr impairment. Where the carrying amount of an

irilangible asset is assessed as grealer than its estimated recoverable amount, an impairmenl

lfls is recognised so rhat the asset is written down immediately to its estimated recoverable

artlount.

c) lnr cstment prop('rt)'

a{ildings, or part of a building (fieehold or held under a tinance lease) and land (freehold or
h{d under an operaling lease) held fbr long term rental yields and/or capital appreciation, and

wfich are not occupied by thc entity, are classitied as investment property under non-current

ur!.tr.

Infiestment property is carried at lair value. representing open markel value determined
p{liodically by independent extemal values. Changes in fair values are included in profit or
lo{f in the income statement.

l

D Fit(ance and operating leases

Le$ses which conler substantially all the risks and rewards of ownership to the entity are

cl{sitied as finance leases. Upon initial recognition, the leased assel is measured al an

ani$unt equal to the lower ot' its f'air value and the present value of the minimum lease

pr$n.ntr. and rhc asset is subsequently accounled for in accordancc with the accounting
policy applicable to lhat asset.

ll
elllother leases are treated as operating leases and the leased assets are recognised in the

sral[ment of linancial position to the extent of prepaid lease rentals at the end of the year.

Pajfnents made under operating leases are recognised in profit or loss on a straight-line basis

ov{i the term of the lcase. Lease incenlives received are recognised as an integral part of lhe

tot+f leasc expcnsc over thc ternt ol'lhe lcasc.

\
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O'IHE FINANCIAL STATEMI]NTS (Continued)

l'entories

ventories are stated at the lower ol cost and net realizable value. The cost of inventories

nrprises purchase price, import duties. transportation and handing charges. and is

crnrined on the nroving avcrage price mcthod.

de and other receivablcs

de and other receivables are recognised at t-air values Iess allowances lor any

collectible amounls.'l'hese are asscssed for inrpairment on a continuing basis. An estimate
made ol'doubttul receivables based on a review of all oulstanding amounts at the year

. Bad debts are r,''ritten otf after all etlbrts at recovery have been exhausted

rltion

rrcnt inconrc titr

t income tax assets and liabilities lbr the current period are measured at the amount
ted to be recovercd fiom or paid 10 the taxation authoritics. Thc tax rates and tax laws

to compute the amounl are those that are enacted or subslantively enacted. at the

ing date in the area where the Entity operates and generates taxable income. Current
me tax relating to items recognized directly in net assets is recognized in nel assets and

n the slatement ol Iinancial perlbrmance.

FINAT{CE ()TFICER

I"()DtvAR IlATTR & SANITATION CO.
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6. suMll,rARY OF STGNIFICANT ACCOUNTING POLICIES (Continued)
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NO'[ES 'I'O TH Ii F'l NANCTAL STA'IEM E N'IS ( ('ontin ued)

I 6. S[IMMARY OF SI(;NIFICANT ACC()UN'l'lNG POLICIES (Continued)

j) 'l l ra tion (('ontinuttl)

Currenl iucont uuc (Continued)

purrent income tax assets and liabilities lbr the current period are measured al the amount

$xpectcd to be recovercd liom or paid to the taxation authorities. The tax rates and tax laws

$sed to compute the amount are those that are enacted or substantively enacted, at the

i[porling date in the area where the Entity operates and generates taxable income. Current

fi,.or. tu* relaring to items recognized directly in net assets is recognized in net assets and

ffanagemcnt pcriodicatly evaluates positions taken in the tax retums with respect to

{ltuations in which applicable tax regulations are subject to interpretation and establishes

dfovisions r.rhere appropriate.

Deterred tu.r

DFf'erred tax is provided using the liability rnethod on temporary difl'erences between the

t4 bases of assets and liabilitics and thcir carrying amounts for financial reporting purposes

ad lthc' reporting date.

f{ttrre,.t tax liabilities are recognized lbr all taxable temporary dit}'erences. exccpt in
re$pect ol'taxable ternporary dillerences associated with investments in controlled entities,
asi]ociates and intcrc'sts in joint ventures, wl,en the timing of the reversal of the temporary
dif|-erences can be controlled and it is probable that the temporary ditlerences will not
rev[rse in the tbreseeable luture.

I

Ddl.ned tax assets arc recognized fbr all deductible tcmporary dil'1'erences, the carry
tb ivard of unused tax credits antl any unused tax losses. Def'erred tax assets are recognized
to fre extent that ir is probable that taxable prolit will be available against which the

ded{rctible temporary dif}'erenccs. and the carry fbrward of unused tax credits and unusecl

laxlfosses can bc, utilized. crcept in respect ol'dcductible temporary dit'ferences associatcd
witf investrnr-.nts in controlled entities. associates and interests in joint ventures, def'crred

tax {ssets are recognizcd only 1o the extent that it is probable that the temporary difl'erences
willl[everse in the tbreseeable Iuture and taxable profit will be available against which the
te.$urury dilTcrc'nccs can be utilizcd.

rl
'l'heifarrving anrourlt of detl'rred lax assets is reviewed at each reporling date and reduced to
the (.[rcnt that it is no longer probable that sulllcient taxable profit will bc available to allow
all oij part of the deterred tax asset to be utilized. Unrecognized del'erred tax assets are re-

asse{ie<t at each reporting date and are recognized to the extent that it has become probable
that ftture taxable prolits will allow the deferred tax asset to be recovered.

I)et'efferl tux usscts and liabilities are measurcd at the tax rates that arc expected to apply in
the vfpr when thc asset is realized or thc liability is settled. based on tax rates (and tax larvs)

that i#vc been enactcd or substantiYeh' enacted at the reporting date.

-)
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NOTES TO Ttllt FINAN(Il,\1, S]'A'f Flill EN'l'S (('ontinucd)

6. SUMl|[ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONtiNUCd)

I

k) fiaxation (Continued)

Dc/errcd tn.t (('onlin ttt4)

Dpt'erred tax relating to items rccognized outside surplus or deticit is recognized outside
sdrplu. o. dellcit. Dcl'erred tax ilenrs are recognized in corrclation to the underlying
tr{nsaction in net assets. Det'erred tax assets and def'erred tax liabilities are olliet if a legally
eriibrceable right exists to set otI current tax assets against current incorne tax liabilities and
thd delerred taxes relate to the same raxable entity and the same taxation authority.

l)Cash and crsh equil llcnts

Cal[ and cash equivalents comprise cash on hand and cash at bank. short-term deposits on

calliand highly liquid investmenls with an original maturity of three months or less. which
are ieadily convertible to known amounts of cash and are subject to insigniticant risk ol
chariges in value. Bank accounl balances include amounts hr:ld at the Central Bank of Kenya
and [rt various Commercial Banks at rhe end of thc reporting period. For the purposes ol'
thes{ tinancial staternents. cash and cash equivalents also include short term cash imprests
and {dvances to authorised public olllcers and/or institutions which were not surrendered or
accolinted fbr at lhe end ofrhc linancial year.

II )Borron'ings

Interelt bcaring loans and ovcrdrafis are initially recorded al hir value being received, net tll'
-l
issue tosts associated with the borrowing. Subsequently, these are measured a1 anlortiscd
cost UbinE, the ettlctire intcrest rale method. Amortised cost is calculated by taking into
o.aoudt uny issue cost and any discount or premium on seltlement. Finance charges,

includlhe prerniums payable ol'settlemcnt or redemption arc accounted fbr on accrual basis

and ar{ added to the carrying amount of lhe instrument to the extent that they are not settled

in rhe feriod in u'hich thcy arise. Loan interest accruing during the construction of a project
is capi$lised as part ol'the cost rrl'thc proir:ct.

n)Tra{F and other payables
ll

'frade afd other payables are non-interest bearing and are carried at amorlised cost. which is

measur{ at the f'air value ol'conlraclual value of the consideration to be paid in futurc in
rcripect qf'goods and services supplied, whether billed to the entity or not, less any payments

mude to ffre suppliers.
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I o)Rctirement bencfit obligalions
I

I

\The c'ntity operates a defined contribulion schenre fbr all lull-time enrployces i'rom July l.
\pof z. f'n. scheme is administered by an in-house team and is f'unded by contributions tiom
lporh the company and its employees. 1'he company also contributes to the statutory National

$ocial Security Irund lNSSF). This is a detined contribution scheme registered under the

ilfarional Social Security Act. T'he company's obtigation under the scheme is limited to

$ecilic contributions lcgislated fiom time to time and is currently at Kshs.200 per

Qinployce per nronth.
I

$Provision for staff leave pay

Illrplo1'ecs' r'ntitlemc'nts to annual leave are recognised as the) accrue al the ernployces. Al
prpvision is nrade tbr the estinrated liability lbr annual leave at the rcponing date.

il]Sen ice concession arrangements
I

l'[rp Entity analyses all aspects of service concession arrangements that it enters into in
defprmining thc appropriate accounting treatment and disclosure requirements. ln particular.
wllfre a private part)' coutributes an asset to thc arrangement. the Entity recognizes that asset

uh{n. and onlv when. it controls or regulates the services the opcralor must provide together
wiS the asset. to r.rhom it musl provide them. and at what price. In the case of assets olher
thai{ 'whole-ol'-lil-e' assets, it controls, through ownership, beneticial entitlement or
othdrwise - any significant residual interest in the asset at thc end of the arrangement. Any
assels so recognized are measured at their lair value. To lhe extent that an asset has been

recqfnized. thc Entity also recognizes a corresponding liability, adjusted by a cash

corrqideration paid or receir ed.

t l
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s)C{fnparative fiBures

1l

Wheff necessary comparative Iigures fbr the previous financial year have been amended or
recorffgured to conform to the required changes in presentation.

il
t)Su{fequent events

'fn.r"l[,ur. been no events subsequent to the linancial year end with a signiticant impact on

the fid{ncial statcments tbr the year ended June 30. 2019.
il
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7

llstinratcs and :rssumptions

'[he keytassumptions concerning the luture and olher ke1' sources of estimation uncertain(r at

thc repo(ing date, that have a signilicant risk of'causing a nraterial ad.iustment to the carr)ing
amounts bf'assets and liabilitics within the next llnancial year. are described below. I'he Fintity
hased its bssumptions and estimates on parameters available when the tlnancial statemenls wers
prcpared. 

, 
Llowever. existing circumstances and assumptions about luture developments may

chlnge' dqe t() rnarket changes or circumstances arising beyond the control ol the Entity. Such

charges ar,e retlected in thc assumptions when they occur.

I lseful lives anrl residual r:rlucs

1he usel'ulllives and residual values of assets are assessed using the fbllowing indicators to
infirnn potiptial luture use and value fiom disposal:

r 'l'he con{ition of the asset bascd on the assessment ofexpcrts ernployed by the Entity
o fhe natulc of'the assc1. its susceptibility and adaptability'to clianges in technology and

processS
. 'fhc natrie ollhe processes in which the assct is deploycd
. Availabiliry of lunding to replace the assets
. Changes ilr the market in relation to the asset

Hr{AilcE 0FFrcER

IOI)IYAR WATER & SANITATIOII CO.

3 n JUN 2019
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T.STFNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION
UN$ERTAINTY

t\

The \\prcparation ol' lhe Entity's financial statements in contbrmity with IFRS requires
man{fement to make.iudgments, estimates and assumptions that aftecl the reported amounts of
reuedires. expenses. assets and liabilities, and the disclosure of contingent liabilities, at the end

of th$ reporting period. llowever, uncertainty about these assumptions and estimates could
resutt\\in outcomes that require a material adjustment Io the carrying amount ol the assel or
liabiliff, affected in luture periods.

l1

SICNIFICANT JUDGEMENTS AND SOURCES OF ESITMATION UNCERTAINTY
(Contiiiuert)
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,\.-()TES O THE t-INANCtAL STATEMENTS (Continued)

It.s t..sfl't rt{N()\'1..lt
sales ount is inclusive of reconncction l'ees and other char cs

9.(]OST oF SALES

l2 I .5(r0

82..195. t 78 75.068.997Salcsl'I rrrn

75,068,997It2,J95,I 78't'( )'t'A t.s

12.080.8e3tjtdticity for$umping water

292.480 1 15,000

11,129,126 r 2,195,893't ()I',\LS

30.98.1.:17 718.0.+3.13i Ipalari$, wages a{p statutory deductions

1.794.589 I ,333. t 85il clephonc and postagc

2.949.160ravel and Acco odation 2.530.000

tat ionarY and o c supplics 687.812

1.060.000rilIll ) and dcvel llnrcn L

t26.629ti5.80lnk churgcs I

3.7 I 2.0053.946.0i2tl cpreclclloll
1,780225I{ :gulattrl/Water Gvies

60,700ll re charycs

5.633.473l{ pair arxl nrainteniurcc 6.5 10.748

1,761.2t0I,057,280ISI ll'nrotir ation

876.550Ili tr I antl luhricant 623.910

lns ritncc costs I 66.I 70

5 t.:100 .+u.890.(x)( lc ints lr pcnses

382.000EtI tors'rcmunerdliE

Il

l9

I

I

I0. ADIlI I N I S'I'I{A'I'I ON .\N D O I'I]I{,,1.1' I N(; COS'I'S
I

2t t9
Kshs

20t8
Kshs

2019 20 18

Kshs Kshs

13.836.946

( hcrnicals

20llt2019

Kshs Kshs

1.088.765

2l 5.500
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I
Si.rle s a rnarketing

I l.FINi\N('li ('OS'[S

t,'"

581.000

III.IANCE ()IRCER

t0DY{AR llATtR & sAtllTATlotl c0'

3 0 JUN 2019
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137.500

I

a

l)latinunrl
5l ,66{,039 J8,687,37{-l'otal

93.73s.00nse on loans 266.0 r 0.00Iutcrcst crpt
75.000.00.,\ssct rcp()sr :ssirln order cancellalion

I (r8,735.00'lirtal 266.0I 0.(X)

20

N

I

I

2019 2018

KshsKshs



I2.PII.OPERT\', PI,AN'I-AN
t
a

c()s'r o Kshs Kshs Kshs Kshs Kshs Kshs

At Jull 1.2017 16,748.352 t.329.089 I I .l .17.150 736.68't l85.i5l
30.146.129

Additions 6i l.24l 406.750
I .039.99j

Total assets cosl As At June
30,20r8 16,748.352 1,329.089 r l,l{7,250 l,369.930 592.101

31.186.722

I) EPREC IATIOi\
Accumulated depreciation As At
July l. 201 7

947.079 7.6r5.250 639.503 t.10.589
9.342.421

4l 8.709 I66.t36 2.786.8 r 3 ?79.314 6 r .03i
3,7 r 2.005

Accumulated depreciation As
AT 30th June 2018

4 | 8.709 I . | 13,235 r0.402.063.00) 9t8.817 201 .622
l 3.054.4 3 7

13.054.437

At June 30, 2019

\1._t' B(x)K \'.\t_t t. I 7. t67.061.00 2.142.324.00 I I .519.1 tl 1.288.747.00 193.72.3.00 44.24 t, t59.0
0

20 t 8/2019

Total Assel cost As At 30TH
.IUNE 2OI8

16.748.i52 t.329.089 I 1. tJ7,250 1.369.930 591.I0t
31.t86.'722

16i.000 18.500
2E I .s00

ASSET COST AS AT 3OTH
JUNE 20 19

16.7,18.i51 1.329.089 t.6-12.930 6r0.601
3 t,468,222

I) T]PRECIATION

tl

Buildings.

\! atcr E

Se$'cr

Worlc

O flicc
cqrriprnettt.
furniture &

nttings

2019 l'()lal
]lolor r clricler.

includ ing, nrotor
cr clec -,---

( (,nlput(rs &
rclntetl

-qutpdd-nl-.
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