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REPORT OF THE AUDITORS — AUDIT SERVICE SIERRA LEONE TO THE BOARD OF
DIRECTORS

Audit of the Financial Statements of Guma Valley Water Company performed by the
Auditor General of Sierra Leone

Addressee: The General Manager
Date:

Dear Sir

Qualified Opinion

I have audited the accompany Financial Statements of the Guma Valley Water Company
which comprise a separate statement of the financial position as at 31% December 2017, a
separate statement of comprehensive income for the year to 31* December 2017, a statement
of cash flow, a statement of changes in equity for the year to 31" December 2017 and

summary of significant accounting policies and other explanatory notes as set out on pages 12

to 33.

In my opinion, except for the matter discussed in the Basis for Qualified Opinion section of
my report, the accompanying financial statements gives a frue and fair view of the financial
position of the Entity as at 3/st December 2017, and of its performance for the year then
ended.

Basis for Qualified Opinion

Inability to obtain audit sufficient appropriate audit evidence
I was not able to obtain sufficient appropriate audit evidence in respect of the following

amounts included in the financial statements:
e Customers' accounts with credit balances amounting to Lel.2 billion, were identified
and disclosed as receivable balances instead of as payable balances in the financial
statements submitted for audit. In addition, supporting documents to validate these

balances were not provided for audit.
Lack of Comprehensive Asset Register
The Company did not maintain a Comprehensive Non-current Assets Register. Hence, |

could not verify or confirm by alternative means the physical existence, accuracy and

completeness of the non-current assets disclosed in the statement of financial position of
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Le89billion as at 31 December 2015. Consequently, the accuracy of the depreciation charge

of Le3.4 billion reported in the financial statements could also not be ascertained.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with IFRS and for such 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.

In preparing the financial statements, management is responsible for assessing the Entity’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to

liquidate the entity or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible of overseeing the entity’s financial reporting

process.

Auditor’s Responsibility for the Audit of the Financial Statements
My objectives are to obtain reasonable assurance about whether the financial statements as a

whole are free from material misstatement, whether due to fraud or error, and to issue and
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with International Standards for
Supreme Audit Institutions will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.
As part of an audit in accordance with International Standards for Supreme Audit Institutions,
[ exercise professional scepticism throughout the audit. I also:
o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
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resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal controls.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Entity’s internal control.

o Evaluate the appropriateness of accounting policies uses and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence, obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Entity’s ability to
continue as a going conce3rn. If I conclude that a material uncertainty exists, I am required
to draw attention in my auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my auditor’s report. However, future events or
conditions may cause the Entity to cease to continue as a going concern.

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

I communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that I identify during my audit.

I also provide those charged with governance with a statement that I have complied with

relevant ethical requirements regarding independence, and to communicate with them all

relationships and other matters that may reasonably be thought to bear on my independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, I determine those

matters that were of most significance in the audit of the financial statements of the current

period and are therefore the key audit matters. I describe these matters in my auditor’s report
unless law or regulation precludes public disclosure about the matter or, when, in extremely
rare circumstances, 1 determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reasonably be expected to outweigh the

public interest benefits of such communication.
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REPORT OF THE DIRECTORS
The Directors present their annual report and the audited financial statements for the year ended 31
December 2017.

Directors’ Responsibility Statement

The Company's directors are responsible for the preparation and fair presentation of the financial
statements, comprising the statement of financial position at 31 December 2014, the statement of
comprehensive income, the statement of changes in equity and statement of cash flows for the year
then ended and the notes to the financial statements, which include a summary of significant
accounting policies and other explanatory notes, in accordance with International Financial Reporting
Standards and in the manner required by the Sierra Leone Companies Act 2009, and the Guma Valley
Water Ordinance, 1961.

The Directors' responsibility includes: designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of these financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable to the circumstances.

Principal Activity

The principal activity of the Company continues to be to procure a supply of water and to distribute it
within the limits of supply and elsewhere.

Results

The results for the year and the state of the Company’s affairs are set out in the attached financial
statements.

Dividend
The directors do not recommend the payment of dividend.

Going Concern
The directors have made an assessment of the Company's ability to continue as a going concern and
have no reason to believe the business will not be a going concern in the year ahead.

For the reasons described in note 29 of the financial statements, the financial statements have been
prepared on the going concern basis of accounting, which assumes the company will and can continue
to exist as a going concern. Assets and liabilities are therefore included at values in the company's
statement of financial position, which assume this fundamental basis of preparation.

Directors and their interests
The following directors served during the year:

Ing. Max Thompson - Chairman
Ing. Amadu Barrie - Member
Mr. Idrisa Barrie - Member
Mr. Michael Kargbo - Member
Mr. Arthur Kwesi - John - Member
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REPORT OF THE DIRECTORS (Continued)

The present Directors, having been appointed by the Government of Sierra Leone, as the majority
beneficial owner of the shares in the Company, continue in office until their appointments are
otherwise determined or renewed by the National Commission for Privatisation pursuant to Section 13
of the National Commission for Privatisation Act 2002.

No director had, during the year, or has a material interest in any contract or arrangement of
significance to which the Company was or is a party.

Approval of the financial statements
The financial statements of the Company as indicated above were approved by the Board of Directors

(o) O RE R 2020 and are signed on their behalf by:

By order of the Board

......... @ﬂ S BN i xS
Director Director
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STATEMENT OF FINANCIAL POSITION

In Thousands of Leones
ASSETS
Non-Current Assets:

Intangible (Software)
Property, plant & equipment

Available -for-sale financial assets

Special reserve investment
Deferred tax account
Total Non-Current Assets

Current Assets:
Inventory

Receivables

Cash and Bank Balances

Total Current Assets
Total Assets

EQUITY AND LIABILITIES
Equity
Share capital

Reserves
Retain earnings
Total Equity

Liabilities

Borrowings

Retirement benefit obligation
Deferred income

Total Non-Current Liabilities

Bank Overdraft

Borrowings

Payables

Income Tax Payable

Total Current Liabilities
Total Equity and Liabilities

These Financial Statements were approved by the Board of Directors on

ﬁﬂ L{QIS

Notes

15a

15
16
17

18
19
20

21

22
23

24

25
29

20
24
26
11

-----

MANAGING DIRECTOR |
GUMA VALLEY WATER COMPANY {

FREETOWN-SIERRA LEONE

ooooooo

..Director

2017 2016
462,928 527,068
89,421,065 90,349,743
112,495 112,495
480 480
7,444,064 7,444,064
97,441,032 98,443,850
2,193,699 2,179,348
41,266,113 36,617,737
1,702,634 219,129
45,162,446 39,016,214
142,603,478 137,450,064
1,223,872 1,223,872
15,600,566 15,600,566
63,536,955 60,142,131
80,361,393 76,966,569
259,929 -
25,753,458 25,849,564
10,647,525 12,524,374
36,660,912 38,373,938
159,970 237,682
2,164,500 2,164,500
13,928,263 11,725,769
9,328,440 7,981,606
25,581,173 22,109,557
142,603,478 137,450,064
........................... 2020

............ General Manager
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STATEMENTS OF COMPREHENSIVE INCOME

In Thousands of Leones

Notes

Revenue 6
Direct Expense 7
Gross Profit/(Loss)

foee 8
Other operating income
Administrative expenses 9
Result from operating activities
Finance income
Finance expenses
Net finance 10

Other income
Profit/(Loss) for the year before
tax

Income tax expense

Net profit/( loss) for the year

Attributable to:
Equity holder of the company

Profit per share (expressed in Leone per share)

Basic earnings per share

Diluted earnings per share

Guma Valley Water Company
Financial Statements for the year ended 31% December, 2017

2017 2016
37,323,209 27,183,902
(13,933,639) (12,607,065)
23,389,570 14,576,837
4,245,640 5,315,608
(22,881,714) (18,692,296)
4,753,496 1,200,149
(264,048) (172,733)
(264,048) (172,733)
4,489,448 1,027,416
(1,346,834) (308,225)
3,142,614 719,191
3,142,614 719,191
3,142,614 719,191

5 2

5 2




STATEMENT OF CASH FLOW
In Thousands of Leones

Cash flows from operating activities
Cash receipts from customers

Cash paid to suppliers and employees
Net cash generated from operations

Interest received
Cash flow from operating activities

Cash flow from investing activities
Payments to acquire property, plant and
equipment

Net cash used in investing activities

Tax paid

Cash flow from financing activities
Loan Repayment

Increase in borrowings

Cash flow from financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31
December

Guma Valley Water Company
I'inancial Statements for the year ended 31+ December, 2017

Notes 2017 2016
27 36,920,473 27,455,939
28 (33,063,941) (25,219,127)

3,856,532 2,236,812

3,856,532 2,236,812

15 (2,555,245) (3,071,664)
(2,555,245) (3,071,664)

(240,071) <

500,000 3

259,929 .

1,561,216 (834,852)

(18,553) 816,299

1,542,664 (18,553)

10
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NOTES TO THE FINANCIAL STATEMENTS

1

REPORTING ENTITY

Guma Valley Water Company (the "Company") is a company domiciled in Sierra Leone. It is a
parastatal established under the Guma Valley Water Ordinance 1961. It was incorporated in
Sierra Leone in 1961. The address of the Company's registered office is 12/14 Lamina Sankoh
Street, Freetown. The financial statements of the Company as at, and for the year ended, 31
December 2014 comprise those of the Company alone. The Company primarily is involved in
the provision of water services to the urban and rural areas in the western area.

BASIS OF PREPARATION

(a) Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) and the Guma Valley Water Ordinance, 1961.

(b) Basis of measurement
The financial statements have been prepared on the historical cost basis except as stated
elsewhere at fair value. (¢) Functional and presentation currency

These financial statements are presented in Leones, which is the Company's presentational and
functional currency.

(d) Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that the applications of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any
future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgement
in applying accounting policies that have significant effect on the amounts recognised in the
financial statements are described in the following notes:

Note 3(f) and 25 - Retirement benefit obligations.
Note 3(h) and 6 - Revenue recognition.
Note 4 and 19 - Measurement of the recoverable receivables.

12
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3

(a)

(b)
(1)

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements.

Certain comparative amounts have been reclassified to conform to the current year's presentation.
Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currency of the
company at exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are re-translated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items
is the difference between amortised cost in the functional currency at the beginning of the period
adjusted for effective interest and payments during the period, and the amortised cost in foreign
currency translated at the exchange rate at the end of the period. Foreign currency differences
arising on re-translation are recognised in profit or loss.

Financial instruments

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade
and other receivables, cash and cash equivalents, loans and borrowings and trade and other
payables.

Non-derivative financial instruments are recognised initially at fair value plus (for instruments not
at fair value, through profit or loss) any directly attributable transaction costs, except as described
below. Subsequent to initial recognition, non-derivative financial instruments are measured as
described below:

A financial instrument is recognised if the company becomes a party to the contractual
provisions of the instrument. Financial assets are derecognised if the company's contractual
rights to the cash flows from the financial assets expire or if the company transfers the
financial assets to another party without retaining control or transfer substantially all risks and
rewards of the asset.

» Financial liabilities are derecognised if the company's obligations specified in the contract
expire or are discharged or cancelled.

+ Cash and cash equivalents comprise cash balances and call deposit.

e Bank overdrafts that are repayable on demand and form an integral part of the company's
cash management are included as a component of cash and cash equivalents for the purpose
of the cash flow statement.

* Accounting for finance income and expenses is discussed in note 3(i).

13
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

(i)

(iif)

(©
M

(i)

(iii)

Held-to-maturity investments

If the company has the positive intent and ability to hold debt securities to maturity, then they are
classified as held-to-maturity investments. Held-to-maturity investments are measured at
amortised costs using the effective interest method, less any impaired losses.

Other non-derivative financial instruments are measured at amortised cost using the effective
interest method, less any impairment losses.

Share capital

Ordinary shares

Incremental costs directly attributable to issue of ordinary shares and share options are recognised
as a deduction from equity.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses.

Cost includes expenditures that are directly attributable to the acquisitions of the assets. The cost
of self constructed assets includes the cost of materials and direct labour, borrowing costs, any
other costs directly attributable to bringing the assets to a working condition for its intended use,
and the cost of dismantling and removing the items and restoring the site on which they are
located. Purchased software that is integral to the functionality of the related equipment is
capitalised as part of the equipment.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the
carrying amount of the items, if it is probable that the future economic benefits embodied within
that part will flow to the company and its cost can be measured reliably. The cost of the day-to-
day servicing of property, plant and equipment are recognised in profit or loss, as incurred.

Depreciation

Depreciation is recognised in profit or loss on a straight line basis over the estimated useful lives
of each part of an item of property, plant and equipment. Leasehold assets are depreciated over
the shorter of the lease term and the useful lives of the assets. Land is not depreciated.

14
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
The estimated useful lives for the current and comparative periods are as follows:

(iv)

(d)

(e)

Years
Buildings 20
Dams and reservoirs 50
Mains 50
Other distribution mains 33.33
Plant and equipment 4-10
Motor vehicles 4

Depreciation methods, useful lives and residual values are re-assessed at the reporting date.

Disposals

Gains or losses on the disposal or scrapping of property, plant and equipment are determined as
the difference between the sales price less the cost of dismantling, selling and re-establishing the
assets and the carrying amount. Any gains or losses are recognised in the statement of
comprehensive income as other operating income or administrative expenses respectively.

Inventories

Inventories are measured at the lower of cost and net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated cost of completion
and selling expenses.

Costs include actual cost of acquisition including related expenses such as duties and freight.
Cost of pipes and fittings, chemicals, fuel and lubricants is determined using purchased cost.

Impairment of financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cashflows of that asset. An impairment
loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted
at the original effective interest rate. An impairment loss in respect of an available-for-sale
financial asset is calculated by reference to its current fair value.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.

All impairment losses are recognised in profit or loss. Any cumulative loss in respect of an
available-for-sale financial asset recognised previously in equity is transferred to profit or loss.

15
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognised. For financial assets measured at amortised cost and
available-for-sale financial assets that are debt securities, the reversal is recognised in profit or
loss. For available-for-sale financial assets that are equity securities, the reversal is recognised
directly in equity.

Employee benefits

Defined contribution scheme

The company operates a defined contribution scheme, which is funded by monthly contributions
to the National Social Security and Insurance Trust. Thereafter, the company has no legal or
constructive obligations to pay further contributions, if the fund does not hold sufficient assets to
pay all employees the benefit relating to the employees' service in the current and prior periods.

Defined benefit plan

The company provides end of service benefits to its retirees. The entitlement to these benefits is
conditional on the completion of a minimum service period. End-of-service benefit is a post-
employment benefit plan. The liability recognised in the statement of financial position is the
present value of the end of service benefit obligation at the balance sheet date, together with
adjustments for actuarial gains or losses and past service costs. The present value of the
obligation is determined by discounting the estimated future cash outflows taking into account
average service period and salary increases and using interest rates of Bank of Sierra Leone
Treasury Bonds that are denominated in the currency in which the obligation will be paid and that
matures in one year's time. The calculation is performed by an actuary using the projected unit
credit method.

Superannuation scheme

The company operates a superannuation scheme in addition to the NASSIT scheme. Members of
staff who participate in the scheme contribute 7% of basic salary and the company also
contributes 7% to the scheme. The scheme is managed by trustees appointed under the trust deed
and approved by the board of directors. The scheme is governed by its rules and regulations.

Provisions

A provision is recognised if as a result of a past event, the company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the
liability.

16
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

(h)

(i)

()

(k)

Revenue recognition

Revenue from operations consists of recurring revenues, such as billings to customers for water
consumed. Recurring revenue is recognised when the related service is rendered. Revenue from
connection fees is recognised when the customer is connected to the company's water mains.

Other revenues, which arise from other operations such as poundage and reconnection fee, private
work, sundry sales, rental, etc, are recognised as the services are rendered and sales made.

In relation to the rendering of services, revenue is recognised by reference to the stage of
completion of the transaction at the balance sheet date. Revenue is recognised when no
significant uncertainties remain concerning the derivation of consideration or associated costs.

Finance income and expenses

Finance income comprises gains on disposal of available-for-sale finance assets, foreign currency
gains, interest earned and dividend income.

Dividend income is recognised on the date that the company's right to receive payment is
established.

Finance expenses comprise foreign currency losses and interest expense on borrowings. All
foreign exchange losses and gains are recognised in profit or loss.

Lease payments

Payments made under operating leases are recognised in the profit or loss on a straight line basis
over the term of the lease. Lease incentives received are recognised as an integral part of the total
lease expense, over the term of the lease.

Earnings per share

The company presents basic and diluted earnings per share (EPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
company by the weighted average number of ordinary shares outstanding during the year.
Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effect of all dilutive potential
ordinary shares.

17
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

@)

(m)

(n)

(0)

Income tax expense

Income tax expense comprises current income tax and deferred taxes. Income tax expense is
recognised in profit or loss except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity.

Current income tax is the expected tax payable on the taxable income for the year using tax rates
enacted or substantially enacted at the reporting date and any adjustment to tax payable in respect
of previous years.

Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary difference can be utilised.

Revenue grants

Grants provided by the Government of Sierra Leone and International Development Association
in the form of funds for specific projects, and debt cancellations are recognised through profit and
loss and accounted for in the specific accounting period to which they relate.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the statement of comprehensive income over the
period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the company has an unconditional right to
defer settlement of the liability for at least 12 months after the balance sheet date.

New standards and interpretations not yet adopted

A number of new standards, amendments to Standards and Interpretations are not yet effective for
the year ended 31* December 2011, and have not been applied in preparing these financial
statements. These include:

« [FRS9 - Financial Instruments, effective 1% January 2014

The impact that initial application of these Standards and Interpretations is expected to have on
the Company's financial statements could not be reasonably estimated.

18
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

(a)

(b)

RECEIVABLES

Receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when the company provided services, money and goods
directly to a debtor with no intention of trading the receivables. They are included in current
assets, and are measured at cost less provision for anticipated losses.

A provision for anticipated losses is determined when there is objective evidence that the
company will not be able to collect all amounts due according to the original terms of the
receivable. The amount of this provision is recognised in the statement of comprehensive
income.

FINANCIAL RISK FACTORS
The company's activities expose it to a variety of financial risks, including:

Credit risk

Credit risk is considered high, as services are provided on credit basis of which the substantial
portion ends up unpaid long after the due date. During the year under review, provision made for
the impairment of trade receivables was 72% (2013: 72%) of the trade receivables and 40%
(2013: 18%) of other receivables.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities,
and the availability of funding through an adequate amount of committed credit facilities. The
Company manages this risk by maintaining sufficient cash and investing any excess cash over its
anticipated requirements.
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6 REVENUE
In thousands of Leones 2017 2016
Government premises 3,849,840 4,003,530
Commercial /industrial customers 13,228,637 12,325,760
Water deliveries 2,451,396 1,336,864
Domestic metered supply 17,745,966 9,480,675
Others 47,370 37,073
37,323,209 27,183,902
DIRECT EXPENSES
Treatment plant 1,032,627 1,027,210
Transmission and distribution 1,970,977 1,673,454
Metered installation and connection - -
Waste control - 1,415
Stores - 2,280
Engineering 7.381,973 6,368,723
Medical - -
Depreciation 3,548,062 3,533,984
13,933,639 12,607,065
OTHER OPERATING INCOME
Connections 290,512 322,794
Debtors private work and sundry sales - 1,630
Poundage and connection fees 13,557 21,499
Rental income 68,572 37,202
Dividend received 36,923 36,923
Other misc. non water revenue (354,689) 18,711
DFID grant (Freetown water supply rehab 803,942 803,942
DFID grant (EDAMS Software) 50,295 50,295
Grant -Japan (JICA) 1,022,612 1,022,612
Sundry income 12,411 -
Government grants 2,301,505 3,000,000
4,245,640 5,315,608




Guma Valley Water Company
Financial Statements for the year ended 31t December, 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

8a This relates to the World Bank loans which were cancelled under the HIPC, and Multilateral
Debt Relief Initiatives for which Sierra Leone became eligible in December 2006.

International Development Association grant

This represents funds received by the Company from International Development
Association (IDA) through the Government of Sierra Leone under the Power and Water
Project for technical assistance, institutional strengthening and media coverage programmes
aimed at improving the operating efficiency of the company in an effort to make it
commercially viable.

Government of Sierra Leone's debt relief arrangement

The amount represents debt relief provided by the Government of Sierra Leone to the
company under the Heavily Indebted Poor Countries (HIPC) initiative of November 2006
where the company's loans procured from IDA were forgiven and released to the income
statement in line with the maturity profile of the loan balances, as directed by the
Government of Sierra Leone.

DfID Grant (Freetown Water Supply Rehabilitation) Trust Fund

This represents funds received from DfID through IDA and the Government of Sierra Leone
for the purpose of improving sustainable access to essential water supply in Freetown.
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9

ADMINISTRATIVE EXPENSES
In thousands of Leones

Salaries and wages

Post-retirement benefit expenses
Other staff expenses

Transport expenses

Electricity expenses

Vehicle insurance

Medical expenses

Contractual expenses

Maintenance - furniture and fittings
Directors fees

Directors fares and expenses
Printing and stationery

Rent and rates

Postage and stamps

Telephone expenses

Leave allowance

Entertainment and gifts

Staff education and training
Subscriptions and donations
Auditors remuneration

Public relations and advertising
Cleaning and toiletries expenses
Miscellaneous expenses

Bad debt provision

Computer accessories and consumables

Generator expenses
Regulatory Fees (SLEWRC)

22

2017 2016
4,592,504 3,999,026
2,753,437 2,944,250

615,555 227,044
44,948 122,706
418,496 375,304
4,764 26,135
230,802 99,347
965,261 1,284,477
- 732
165,613 9,823
- 190,417
223,499 149,304
253,625 253,125
1,430 2,295
460,337 285,022
975,654 950,500
186,551 187,632
57,868 28,358
142,165 90,756
150,000 150,000
95,896 69,437
68,512 69,844
63,637 27,756
9,916,753 6,640,996
121,649 233,723
- 2,820
372,758 271,468
22,881,714 18,692,296
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11
(a)

(b)

(©

FINANCE INCOME AND EXPENSE

In thousands of Leones 2017 2016
Interest received - -
Finance income - -
Bank charges (231,927) (172,733)
Interest on loan (32,121) -
Finance expense (264,048) (172,733)
Net financing income and expense (264,048) (172,733)
INCOME TAX ACCOUNT
Income Tax Account
Income tax 1,346,834 308,225
Deferred taxation -
Reconciled balance 1,346,834 308,225
The tax on the company’s profit is arrived at as follows
Profit before tax 4,489,448 1,027,416
Effective tax reconciliation
Tax at 30% of profit before tax (2016: 30%) 1,346,834 308,225
Tax impact of permanent differences
Non-deductible expenses 5 “
Non-chargeable items - -
Tax incentive . =
1,346,834 308,225
Income tax payable
Bal at 1st January 7,981,606 7,673,381
Income Tax 1,346,834 308,225
Balance at 31* December 9,328,440 7,981,606
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

DISCLOSABLE ITEMS
In thousands of Leones 2017 2016
Profit /(Loss) from operations is stated after charging the following:

Directors' fees 165,613 200,240
Depreciation 3,483,922 3,533,984
Auditors' remuneration 150,000 150,000

3,799,535 3,883,984

EMPLOYEE BENEFITS AND EXPENSES

Salaries and allowances 4,592,504 10,298,124

Post-retirement benefits expense 1,632,979 2,944,250
6,225,483 13,242,374

EARNINGS PER SHARE

Basic

Basic earnings per share are calculated by dividing the net profit/(loss) attributable to equity
holders of the company by the weighted average number of shares in issue during the year.

Profit attributable to equity holders of

the Company 3,142,614 719.191
Weighted average number of ordinary 611,396 £11.306
shares in issue

Basic earnings per share (expressed in 5 1.2

Leones per share)

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of
ordinary shares outstanding to assume conversion of all dilutive potential ordinary shares. As
at 31 December 2016 and 2015 there were no dilutive potential ordinary shares.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

In thousands of Leones Software

15a Intangibles — (EDAMS) - SAGE TOTAL

DFID Grant PASTEL

Cost
Balance at 1 January 2017 502,954 138,547 641,501
Additions - - -
Reclassification - - -
Balance at 31 December 2017 502,954 138,547 641,501
Amortisation
Balance at 1 January 2017 100,590 13,843 114,433
Charge for the period 50,295 13,845 64,140
Balance at 31 December 2017 150,885 27,688 178,573
Carrying Amount
As at 1 January 2017 402,364 124,704 527,068
As at 31 December 2017 352,069 110,859 462,928
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Guma Valley Water Company
Financial Statements for the year ended 315t December, 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)
Available for sale assets
In Thousands of Leones 2017 2016

(a) Equity Investment
Trelawney Sites Ltd: 35,000 shares of Le

2.00 each 70 70
Rokel Commercial Bank (SL) Ltd:

94,478,000 shares of Le 1.00 each 12 12
Standard Chartered Bank (SL) Ltd:

112,495,335 shares of Le 1.00 each 112,495 112,495
Aureol Tobacco Company Ltd: 64,000

shares of Le 10.00 each 10 10
Sierra Leone Brewery Ltd: 30,000 shares of

Le 100 each 10 10
Total Equity Investment 112,597 112,597
Total available-for-sale financial asset 112,597 112,597

The Company received 224,942,670 bonus shares valued at Lel.00 each from Standard
Chartered Bank (SL) Limited and sold 112,495,335 of the shares at Le3.20 per share in 2009.

(b) The company's financial assets are summarised below by measurement category

Equity securities 112,597

112,597
Receivables 41,266,113 36,617,737
Total financial assets 41,378,710 36,730,334

Held to maturity securities and receivables both constitute assets expected to be realised
within one year, whilst equity securities held at cost are deemed to be non-current.

(¢) Equity securities
Unlisted equity securities 112,597 112,597

Special Reserve Investment

At 31 December 480 480

In accordance with section 88 of the Guma Valley Water Ordinance 1961, the special reserve
funds shall be deposited in a bank to be increased by accumulation of compound interest or
invested in any authorised by the directors.

27



18

19

20

Guma Valley Water Company
Financial Statements for the year ended 31% December, 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

In Thousands of Leones

Inventory
Pipes and fittings

Chemicals
Fuel & Lubricants
Sundry

Receivables
Trade

Provision for doubtful debts

Others
Provision for doubtful balances

CASH AND CASH EQUIVALENTS
Bank balance

Cash and cash equivalents

Bank overdraft

Cash and cash equivalents in the statement of
cash flows

28

2017 2016
761,090 761,090
957,423 966,322
426,620 403,370

48,566 48,566
2,193,699 2,179,348
130:870,008 116,955,871
(90,984,801) (81,068,048)
39,885,267 35,887,824
1,655,042 1,004,109
(274,196) (274,196)
41,266,113 36,617,737
1,702,634 219,129
1,702,634 219,129
(159,970) (237.682)
1,542,664 (18,553)
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Guma Valley Water Company
Financial Statements for the year ended 31t December, 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)
Share Capital
Authorised:

The company is authorised by Sections 73 and 74 of the Guma Valley Water Ordinance 1961
to create and issue a sufficient number of ordinary shares of Le2.00 each equivalent to the
value of the assets transferred to the Company by the Government of Sierra Leone and the
Freetown City Council. Also by Clause 7 of the Fourth Schedule, the Company is authorised
to issue shares to the Government of Sierra Leone for cash advanced, expenditure on works,
or to meet expenses needed to establish the Company and equip it to carry on business.
Consequently, 611,936,000 ordinary shares at Le2.00 each were issued and subscribed, as
follows:

Issued and fully paid:
In Thousand Leones 2017 2016
Government of Sierra Leone 1,223,388 1,223,388
City Council of Freetown 484 484
1,223,872 1,223,872

Reserve
a) Development Reserve
Bal. at 1st January and 31st December 250 250
b) Revaluation Reserve

Bal. at 1st January and 31st December 15,599,836 15,599,836
b) Special Reserve
Bal. at Ist January and 31st December 480 480

15,600,566 15,600,566

(b) Revaluation reserve

This arose out of the revaluation of the Company's fixed assets, the Standard Chartered Bank
shares and the stock of pipes received from contractors under the IDA Urban Water Supply
Project. The surplus arising on revaluation was credited to the revaluation reserve. The fixed
assets were valued at directors' valuation and the last revaluation was carried out in 2003.
The shares and pipes were re-stated at market values.

(c) Special reserve

This was created out of the revenue of the Company under the provision of Section 88 of
Guma Valley Water Ordinance 1961 for investment purposes.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

RETAINED EARNINGS

In thousands of Leones 2017 2016

Balance at 1 January 60,142,131 59,422,940

Profit for the year 3,142,614 719,191

Prior Year Adjustment 252,210 B
63,536,955 60,142,131

23a The prior year adjustment relates to unexplained movement in the retained earnings figures.

BORROWINGS

Rokel Commercial Bank (SL) Limited

In thousands of Leones 2017
Balance at 1 January -
Movements during the year 259,929
Prior year adjustment -

2016

Balance at 31 December 259,929

The amount represents loan from the Rokel Commercial Bank (SL) Limited to support working
capital in respect of the purchase of chemicals attracting interest at 16% per annum and is

repayable within a year.

In thousands of Leones
Grand total 259,929

(b) Current

Islamic Development Bank 2,164,500 2,164,500
IDA loan through Government of Sierra Leone - -
Adjustment (23a) - -

2,164,500 2,164,500
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

RETIREMENT BENEFIT OBLIGATIONS

The amounts recognised in the balance sheet are:

Present value of obligations

Movement in the present value end of service benefit

At 1** January
Current service costs
Interest cost

Prior year adjustment - actuarial (gain)/loss

Benefit paid

Balance at 31 December

PAYABLES

In thousands of Leones
Trade

Non-trade

Interest on loans

CASH RECEIPTS FROM CUSTOMERS
In thousands of Leones

Revenue

Other operating income

Increase in receivables

31

2017 2016
25,753,458 25,849,564
25,849,564 23,812,085
2,753,437 2,944,250
(2,849,543) (906,771)
25,753,458 25,849,564
595,645 595,645
13,332,618 11,130,124
13,928,263 11,725,769
37,323,209 27,183,902
4,245,640 5,315,608
(4,648,376) (5,043,571)
36,920,473 27,455,939
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CASH PAID TO SUPPLIES AND EMPLOYEES
In thousands of Leones

Direct expenses

Administrative expenses

Bank charges

Depreciation charge

Deferred income release

Increase/(decrease) in inventories

Prior year adjustment (receivable & payables

(Increase)/decrease in retirement benefit obligations
(Increase)/decrease in payables

Guma Valley Water Company
Financial Statements for the year ended 315t December, 2017

DEFERRED INCOME
In thousands of Leones
Balance as at 1st January
Addition

Release to income

Balance as at 31st December

CAPITAL COMMITMENTS
Capital commitments at 31* December 2017: Nil (2016:nil).
CONTINGENT LIABILITIES

There were no contingent liabilities at 31* December 2017 (2016

32

2017 2016
13,933,639 12,607,065
22,881,714 18,692,296

264,048 172,733
(3,548,062) (3,533,984)
1,876,849 1,876,849
14,351 248,304
(252,210) -
96,106 (2,037.479)
(2,202,494) (2,806,657)
33,063,941 25,219,127

2017 2016
12,524,374 14,401,223
(1,876,849) (1,876,849)
10,647,525 12,524,374

: Le nil).
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RELATED PARTY DISCLOSURES
The company is in related party relationship with the following entities:

Due from Government of Sierra Leone departments and agencies
Included in receivables is Le9.56 billion (2012: Le9.7 billion), which is due from departments
and agencies of the Government of Sierra Leone.

Ministry of Energy and Power

The World Bank sponsored the Freetown Sewerage System Project, which covered the
rehabilitation and also a pilot scale extension of the Department of Energy and Power. The
Company spearheaded the implementation of these projects and expenditures of Le218.6 million
(2012: Le218.6 million) were incurred. The amounts are yet to be recovered from the Ministry of
Energy and Power.

The Company owes the Ministry of Energy and Power an amount of Le61.9 million (2012:
Le61.9 million) under the same project. The amounts have not been set-off, as no right of set-off
exists.

GOING CONCERN

The company has been constantly reporting losses resulting in negative retained earnings over the
years.

The Government of Sierra Leone has indicated its willingness to continue providing financial and
technical support to the Company including repayment of its borrowings should the Company
default in repayment. This arrangement will be in place until the assets of the Company, fairly
valued, exceed its liabilities.

Accordingly, the financial statements are prepared on the basis of accounting policies applicable
to a going concern.

EVENTS AFTER THE REPORTING DATE

Events subsequent to the balance sheet date are reflected only to the extent that they relate
directly to the financial statements and their effect is material.
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