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Corporate Values

Corporate Profile

Integrity

Water and Sewerage Company (WASCO) serves over 300 000 people in the urban centres with potable water. The
Authority provides safe drinking water to approximately 47, 559 postpaid connections, plus approximately 400 public
standpipes. There are also more than 3317 domestic prepaid connections, and more than 3898 communal pre-paid
card holders. The Authority also serves the many industries and commercial premises, particularly in Maseru namely;
Nien Hsing, C&Y, Global Garment and Lesotho Brewing Company, which use about 40% of the water produced. In total
60% of the water produced is used in industries and commerce.

Loyalty
Commitment and dedication to customer service and professionalism
Commitment to safety and environmental protection;
Respect for the person;
Self-confidence and staff suitability;
Teamwork and co-operation;
Commitment to a quality product and continuous improvement; and
Financial Sustainability
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WASCO has over 4 000 customers who are connected to the sewerage system. Over and above the said connections,
the Authority operates a tanker service which serves more than 8 000 registered customers in all the urban centres
of the country. The emptying service is provided to households and businesses in areas that have a reticulated water
supply but do not have access to piped sewerage. The tankers are used to empty septic and conservancy tanks
including VIP toilets. The service is run by private companies in Maseru, TY and Roma and WASCO in the other centres.
On average, water production for the city of Maseru is 60 mega litres per day. Maseru residential and industrial
customers obtain their water mainly from the Caledon (Mohokare) river, which is supplemented by water from the
Maqalika dam when river levels are low and when there is high turbidity in the river.
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Chairman’s Statement
Focus on revenue collection remains
I am pleased to present Water
to be of utmost importance at WASCO
and Sewerage Company (WASCO)
as the company continues to seek
2011/2012 Annual Report, on
innovative ways of improving revenue
behalf of the Board. The report
collection and debt management.
describes all aspects of our financial
Having realised that the systems of
and non financial performance.
managing payments let the customers
This year’s annual report includes
to ignore their monthly bills we
a comprehensive report of projects
engaged a rigorous plan to increase
aimed at increasing sustainable
pre paid metering system. Additional
supply of water to our customer
pre-paid meters were therefore placed
base in designated urban areas.
in other areas of the capital city. These
The report therefore indicates
were acquired through engaging
the capital projects’ requests for
another pre-paid meter supplier so that
financing that would enable their
Mr. Bataung Leleka
the new type could be compared with
implementation. Apart from that
Chairman
the existing meters to determine the
it shows the projects that needed
best value for both the company and the customers.
additional funding to enable their completion.
Following evaluation of the bits BIT from Botswana was
awarded the job through a lease agreement.
Our capital investment has seen the company engaging
in the construction of Masowe Waste Water Treatment
During the year in review, the Board approved staff
Plant. Messrs YAM Consulting and Development
movements with the aim of enhancing proper
Company was this year awarded the consultancy
management and matching skills to the needs of the
services for the design and construction supervision
company. To this end, the Board approved the exchange
of Five Towns Water Supply Project which will support
of Director of Operations and Maintenance (DO) with
provision of potable water for more people in the towns
Director of Engineering (DEPD). The then DEPD was
of Butha- Buthe, Hlotse, Mohale’shoek, Mafeteng and
DO until 2002 when he was transferred to the former. It
Qacha’snek. During the reporting year the Company
was noted that DO was also an engineer and thus could
saw the inauguration of Tikoe-Thetsane Industrial Water
lead engineering division if given the opportunity. As a
Supply Project, an initiative meant to provide water to
result, DO was turned to DEPD and DEPD was turned to
industrial estates and to augment the supply of water to
DO to enable the then DO an opportunity to lead capital
the surrounding villages.
projects implementation.
This year, there have been a number of significant
In conclusion, 2011 /2012 was a year of significant
changes in the company’s policies and regulations.
changes as we continue to prepare for the regulatory
Staff housing policy was amended such that all WASCO
regime. I wish to commend the WASCO Board of Directors,
management was given 20% of their monthly salaries as
Management and employees for their commitment in
housing allowance with an exception of those who stay
ensuring sustainable existence of the company beyond
in company’s houses who from the next financial year
regulation. In addition, we thank our shareholders,
will be given 10% of their salaries as housing allowance.
development partners and our valued customers for
This year also saw Board’s approval of WASA regulations
their support in this reporting year. The Board remains
review which were last reviewed in 2007. Review was
confident for the year ahead.
crucial this year as it is the first year of WASCO’s operation
since the repealing of WASA order No. 29 of 1992 and
establishment of WASCO in 2010.
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Chief Executive’s Review
We also expanded water supply in the
peri-urban areas of Maseru, and the
project was officially inaugurated in
the reporting year. The Project aims
to expand the water supply system
to service the peri-urban areas of
Maseru, thus providing water to over
30 areas most of which previously
did not receive water supply services
from WASCO. With this initiative the
company has expanded its footprint
into the peri-urban and therefore
enhancing the Lesotho Vision 2020
of providing clean drinking water to
every Mosotho by that year.

I am honoured on behalf of WASCO
Management to present the 2011/12
Annual Report. This year marked an
era of challenges as we were still
recovering from the destruction
caused by February 2011 heavy rains
and flooding which hit most of our
operating centres. Within the course
of 2011/12 we engaged in intensive
recovery plan to restore and repair
some of our infrastructure affected
during the flooding.

However, I am pleased to report
Mrs. Refiloe Tlali
that with the relentless support from
Chief Executive
our Development Partners and the
This year has seen us revamping our website, to ensure
Board of Directors, tireless efforts from WASCO staff,
that we stay relevant and keep pace with the changing
the Company continued to achieve the set goals and
needs of our customers to build stronger relationships
targets for the year. We continued to make progress in
with them. The new website is a useful tool to meet the
improving our relations with stakeholders, increasing the
demand for information and improve service delivery
customer base and in improving infrastructure. Within
as customers can access some of our services online.
the company’s programme of capital investment in
Through the website, our customers can; browse
2011/12 in collaboration with our development partner,
company information, news, notices and access their
Millenium Challenge Corporation (MCC) we successfully
bills. It looks more professional as we have changed our
implemented a number of high value projects in our
colour scheme, typography and graphics, to reflect the
centres. This included rehabilitation of our existing
WASCO brand but also for ease of navigation to ensure
infrastructure, protection of our sources, construction of
that our customers find information easily.
new pipelines and reservoir’s. This is under a five-year
program of strategic investments.
In addition our company has continued to invest heavily
in corporate social responsibility, not only to improve its
From a sustainability perspective WASCO has continued
image and reputation but to also become responsive to
to invest in programmes that improve water supply
society’s problems as well as to improve the quality of
in urban centres. The Three Towns Water Supply and
live for communities we serve. We assisted in a number
Sanitation Project funded by the European Union aimed
of initiatives which focus on improving the lives of
at providing potable water to approximately 80,000
vulnerable children and the disabled. The year also saw
people in Maputsoe, Roma and Teyateyaneng was
us publishing the first Newsletter bearing the WASCO
inaugurated in this period. In addition, Tikoe-Thetsane
brand identity. This is to ensure that we adapt everything
Water Treatment Plant project which was completed in
to the new strategic direction and promise. We however,
2011 was created as a long term initiative to provide the
understand that changing the exterior will not make a
textile industry with water supply. The plant is expected
difference to our stakeholders if the necessary changes
to provide 20 million litres of potable water per day
are not implemented in our business processes, to
to Tikoe and Thetsane industrial estates. The plant is
reflect commitment to quality product and service.
also to augment water supply to the residents of the
neighboring villages.
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Chief Executive’s Review
(ARC) which consists of independent non-executive
directors who are suitably skilled for the nature of
business of WASCO. The ARC is an integral component
of governance and risk management and is an overseer
of internal assurance functions.

In partnership with ECONOLER, the Company launched
a water conservation awareness campaign at enduser-level. The campaign follows a study undertaken
by the Ministry of Natural Resources in 2009 on the
rapid urbanisation in the lowlands as well as increased
industrial development.

During the past year the Company had to review its risks
in light of the new regulatory regime. The Company has
worked with the Regulator to set standards to which the
Company is expected to comply following regulation by
LEWA. This has posed a new dimension of compliance
risk which the ARC has worked and will be working
towards proper management in the coming years.

The study revealed that the two developments have led
to increased water shortages and inadequate sanitation
facilities in the urban centres. Thus, the campaign was
aimed at creating awareness to consumers at all levels
to use water efficiently.
Public education through various means continues to
improve our relations with our various stakeholders.
To this end awareness campaigns and other means
of communications such as print and electronic
communications play a pivotal role in bringing the
Company closer to the public.

We know that we will be held to our Leadership brand
promise and continue to work hard to embed this
commitment in everything we do. We are not pretending
we will get everything right but we will strive to do the
right thing and take decisions that have a sustainable
impact in view of our obligation to our shareholders, our
employees, customers and the communities in which
we operate.

The company’s focus on improving governance and
risk management processes remains paramount as
WASCO continues to look at innovative ways to ensure
compliance with recommended best practices. The
Company has an independent Audit and Risk Committee
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Strategic Services and Human Resources
During the period, annual targets
were set against the strategic
plan, which was on its last year of
implementation and performance
monitoring against these targets
was done on a quarterly basis.
Quarterly reports against the
targets were produced and
presented to the Performance
Committee of the Board, and
subsequently to the Board.
The new Strategic Plan 2012 – 15
was also developed during the year
as well as the subsequent Annual
Business Plan to be implemented
during the year 2012/13.

Mr. Morathane Monyamane

Following the development of the ICT Strategy, the
disaster recovery site was identified and is now in place
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to ensure security of all Company data.
To strengthen HR capacity, all front line
staff were trained on customer care to
enhance their customer handling and
reporting skills.
As part of ensuring that a healthy and
productive workforce is maintained,
a number of staff wellness programs
and activities took place. Staff
commemorated the International World
Aids Day by hosting a cleaning campaign
around the offices and the wards of
Queen Elizabeth II Hospital. In an effort
to sensitise staff on matters relating
to a healthy lifestyle, a series of cancer
awareness sessions were also facilitated
by professionals from the Lesotho Breast
Cancer Network (LNBC).

Engineering, Planning and Development Division
Introduction

and extension of reticulation system
to provide access of water to all people living within the urban centers of
Lesotho. The Projects are not only
meant to provide increased access to
water but also to maintain the long
term financial sustainability of the
company by facilitating more people for connections hence, revenue
increase. The projects which were
carried out during this reporting year
are at different stages of implementation i.e On-going and Future (Design
Stage of Implementation).

The mandate of Engineering, planning and development division is to
provide WASCO with engineering expertise in all the Engineering projects
that are being implemented in order
to ensure that standards and specifications are adhered to. The division
comprises the following four sections:

• Projects Planning and studies Section which provides professional
support to undertake projects and
Mr. Lira Mohosho
maintenance of infrastructure in an
economically/financially viable manCompleted Projects
ner. This is realized from a regularly revised capital investment programme/Infrastructure Master plan. The
1. Maseru Peri-Urban Water Supply Project
section is also entrusted to develop and ensure MainPhase II
tenance of capital investment programme, GIS and hydraulic model.
This project was financed by BADEA, OPEC, and the Gov• Contract Administration Section, this section is responernment of Lesotho to the tune of approximately 105
sible for administering externally funded projects to enmillion Maloti. The objective of this project was to exsure attainment of objectives, adherence to schedules,
pand/extent the water supply services to the peri-urban
fulfillment of conditions of contract and control of costs
areas of Maseru North-East and Maseru South West.
and disbursement.
North-East area includes:
• Engineering Design Section, the mandate of this secKhubetsoana, Ha-Bobojane, Ha Tsosane, Sekamaneng,
tion is to plan, design and supervise the implementation
Koalabata, Sekhutlong, Ha-Tsiu, and Ts`enola. The
of in-house projects in accordance to WASCO Design
South-west area includes: Ha-Ratjomose, Ha-Tsolo, HaGuidelines and International Standards and ensure that
Lesia, Ha-Tikoe, and lower lying parts of Ha-Rats`oana,
implementation is as per the recommended designs and
Ha-Chala, and Ha-Seleso.
specifications. In addition, the section is also mandated
The project was completed in June, 2011, and an estito survey and produce quotations for new water and
mated population of 40,000 people are already benefitsewerage house connections..
ing. The defects liability period expires in June, 2012.
• Environment Section is responsible for ensuring that all
the construction/engineering activities and Operations
2. Tikoe-Thetsane Water Supply Project
of WASCO are executed in an environmentally friendly
and accepted manner as per the Environment Act.
The project was solely financed by the Government of
Lesotho, and it was aimed at providing 20million liters of
Contracts Administration Section
potable water per day to Tikoe and Thetsane Industrial
estates, mainly for industrial use.
WASCO has implemented several projects during the
reporting year which are geared towards the development of water sources, increase in storage capacities,

The project was completed and commissioned in De-
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Engineering, Planning and Development Division
• Package 4 (Hlotse, Butha – Buthe, and Mokhotlong): The detailed designs were completed during the

cember, 2011. It is currently under the defects liability
period of 1 year.

reporting period, and the tendering process is in progress. Construction is planned to commence in August
2012.

3. Three Towns Water and Sanitation Project
The project was aimed at expanding the water and sewerage services in the three towns of Maputsoe, Roma,
and Teyateyaneng. It was financed by European Union under EDF 9. The defects liability period expired in
March 2012.

•Package 5 (Mapoteng): The designs were completed
during the reporting period and construction is planned
to commence in June 2012.
2. Maseru Wastewater project – Medium Term
Works

On-Going Projects
1. Urban and peri urban water supply project

The project is intended to contribute towards the Government of Lesotho’s efforts to reach the Millennium
Development Goal of halving the number of people
without access to sanitation by 2015. The total expected
number of beneficiaries is 100 000, 36 000 will benefit
from VIP latrines, and 74 000 to connection to the sewer
line in the areas of Mabote, Ntširele, Maqalika, Leco-op
and MASOWE.

The project is funded by Millennium Challenge Corporation and it is implemented by Millennium Challenge
Account – Lesotho on behalf of WASCO. It is aimed at
reducing unaccounted for water by replacing the old asbestos cement pipelines and rehabilitating the existing
water treatment plants, and reservoirs as well as expanding water services by extending the reticulation network
and constructing new reservoirs. The project is divided
into five base packages which are;

Over and above the above stated access related achievements of the project, this project is also expected to have
an impact on the following:
• Reduction in the pollution of water resources currently
used to supply Maseru with potable water and these include the Maqalika Reservoir and the Caledon River.
• Reduction in the treatment costs for potable water
• Improvement in the health status of the people living
in and around Maseru.

• Package 1 (Maseru and Mazenod): The construction includes replacement of old asbestos cement pipelines in areas like Hoohlo, Maseru west, Europa, CBD, and
reticulation extensions to Lesia, Qoaling, Khubetsoana,
Thetsane, Ratjomose, and Mazenod. Construction started in May 2011 and is planned to be completed in September 2012.

The project has thus far implemented and completed one
works contract for the construction of a 7.2Ml activated
sludge wastewater treatment plant at Agric College,
These works were completed in October, 2011, and the
plant is now on defects liability period of 12 months. This
plant will receive wastewater from the areas covered by
the network including the new referral hospital currently
being built at Lepereng. Several other health institutions
will also benefit including the National Health Training
Centre, Senkatana Hospital, and Mohlomi Hospital, the
proposed Referral Laboratory and Blood Bank and the
Makoanyane barracks. This will remove a massive pollu-

• Package 2 (Semonkong): The preliminary designs
were completed, and the Final designs as well as the
tender documentation are planned to be completed
during the first quarter of 2012/2013. The construction
is envisaged to commence during the second quarter of
2012/2013.

• Package 3 (Mafeteng, Mohale`s Hoek, Quthing,
and Qacha`s Nek): The designs were completed during the reporting period and tendering process is in progress. The construction is envisaged to commence during the second quarter of 2012/2013.
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Engineering, Planning and Development Division
works for the three pump stations under this contract
are completed, and the installation of the electromechanical equipment is underway.

tion load into the Maqalika reservoir as wastewater from
these facilities currently enters the Maqalika Reservoir
from the Sebaboleng dam.
The works contract for Masowe waste water treatment
works is on schedule, and it is envisaged to be completed
during the next financial year. The plant is built by CSV
Construction (Pty) Ltd of the Republic of South Africa.

Future Projects
1. 5 Towns Water Supply Project
The Project is aimed at increasing the access levels to
water in the urban Centers by improving and extending
the transmission and reticulation Systems. It is going

The laying of the sewer lines was completed, and the
contractor is now attending to the defective works. The
contract has been extended to mid April, 2012.The civil
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Engineering, Planning and Development Division
2. Hydraulic Model Project

to cover Butha Buthe, Hlotse, Mafeteng, Mohales’Hoek,
and Qachas’Nek. The project is financed by BADEA, OFID,
and Government of Lesotho.

The project is aimed at developing the hydraulic model
for Maseru distribution network including Metolong Water Supply programme. It is financed by the World Bank
under The Lesotho Water sector improvement programme. During the reporting period, The TORs and the
RFP were developed, and the tendering process commenced.

The procurement of the design and construction supervision consultant was concluded during the reporting period, and the approval to proceed with the negotiations with the prospective consultant was granted by
the financier. The negotiations are to commence during
the next reporting period.

15

Operations and Maintenance Division
and is 110% of the target. There was
Operations and maintenance division
high rate of new water connections
is required to collect, treat and distribapplications which led to the achieveute potable water, operate and mainment of the target. This achievement
tain the infrastructure and to safely
was made possible by completion of
dispose off wastewater to the envia number of capital projects, namely;
ronment in the 15 designated Urban
a total of 66.73km (62.93 Km in MaCentres of the Country. The scope of
seru including Mazenod and 3.8km
its activities is as follows:
in Mafeteng, Quthing and Mohale’s
• Water production and storage
Hoek centres which will provide for at
(treatment plants total productions ,
least 320 connections) of reticulation
PPM, Telemetry,)
extension projects which have been
• New water and Sewerage conneccompleted. Low demand for new
tions for domestic and non-domestic
sewerage connections by customers
customers,
Mr. Falla Seboko
remained a challenge this year. The
• Reduction in number of customers
target for new sewerage connection
supplied for less than 18 hrs (Projects I,e
this year is 218. A total of only 59
rehabilitation of pipelines)
connections, which is 27% of the targeted figure, have
• Network management (DMA, UFW)
been made. This target was set based on the completion
• Water quality
of Maseru Waste Water Project, it is therefore expected
• Waste water disposal ( replacement of pumps, rehabilithat the increase in sewerage connections will be realtation of Ratjomose WWP
ised after the completion of this project, which will be in
the second half of the next financial year. Maseru Waste
Water and Sewerage connections The target was to have
Water Project is expected to boost sewerage coverage in
8000 new water connections this year. A total of 8813
Maseru which is a challenge. The project is implementnew water connections were made this financial year
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Operations and Maintenance Division
strategies will ultimately contribute to improved effluent
passing rate.

ed in the north of Maseru where 19% of 38 thousand
customers in Maseru are based.Maseru north is also the
area with the second largest consumption per capita per
day in Maseru after Maseru central which is around the
CBD.

Non-Revenue Water (NRW)
Non-Revenue Water record for this reporting period is at
32%, which remained the same as last year. This figure is
below the target of 28% by 4 percentage points. Efforts
made to try and reduce the figure include; attending to
reservoir over-flows and improving the response time to
bursts and leakages. Installation of overflow valves in a
number of reservoirs and reduced time to leakages from
8 days to 4 days has contributed to maintaining NRW
in this period even though constructions works which
contribute to water loss are still ongoing.

Quality of Product
The targeted passing rate for the biological samples is
97%. For this reporting period the passing rate has been
recorded at 93% due to the following challenges: intermittent water supply in Maseru in October 2011– January 2012 and Maputsoe since September 2011, malfunctioning filtration system in Mokhotlong and gravity
main vandalism in Mapoteng. With measuring chlorine
and turbidity, the targets of 97% and 95% respectively,
were achieved.

In order to continue to manage NRW better, WASCO has
developed a proposal for NRW Project which is in the
process of sourcing funds. This project includes the process of reducing response time to bursts and leakages;
installing float valves and pressure switches; improving the telemetry system monitoring and monitoring
performance of dedicated maintenance crew towards
improving response time to repairs of bursts especially
those occurring at construction works in Maseru.

Effluent quality is monitored by Chemical Oxygen Demand (COD) and Suspended Solids. Meeting the targets
proves to be a challenge as both the targets were not
achieved and is bearing a negative impact on the environment. Strategies such as disludging of the ponds, updating and utilising operating procedures and manuals,
and training of operators are being put in place. These
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Finance Division
1. Financial Performance

Work-In-Progress (WIP) figure at M98.1m.
The bulk of the WIP figure is in respect
of the following projects can be summarized as follows:

The Financial performance for the financial year 2011/12, as regards profitability, has worsened/decreased. The
Company has ended up with an overall
net loss amounting to M12.40m as compared to net loss amounting to M 2.42m
in the previous financial year 2010/11.
The overall turnover has increased from
the figure M 119.36m in 2010/11 to a
figure of M 139.71 in the year 2011/12
and this is a growth of 17%

Finance Division

Maseru Peri-Urban Project Contract II
(M7.99m), financed by
a) BADEA M5.77m
b) OPEC M3.74m
c) GOL M1.52m

Mrs. ‘Mamots’oane ‘Musa

Three Towns Water Supply and Sanitation Project (M0.36m), financed by European Union.

Water Sector Improvement Project
(M14.61m), financed by World Bank and GOL

Factors which contributed to this growth include among others the tariff review of 15% which was effected in April 2011.
As far as new service connections are concerned, there was
a notable growth of 99% with an income figure of M21.73 for
2011/2012 as compared to the figure of M10.87 for the previous year. This growth rate has been facilitated by the completion of reticulation extension projects which enabled more
connections to be made in the year under review.

Maseru Waste Water Medium Term Project (M78.66m) financed by European Union, European Investment Bank and
GOL
Tikoe-Thetsane Industrialization Project I (M7.44m) financed
by GOL

Net Current Assets
The operating costs for the year ended March 2012 stood at
M150.30m, resulting in an operating loss of M10.59m compared to operating loss of M1.23m in the previous year. The
major portion of the operating expenses relate to Power,
Chemicals, Reticulation & Plant Maintenance, connection
costs, depreciation and manpower costs, as could be expected in this type of business.

The Net Current Asset position of the Company has positively moved to a figure of M19.3m at the end of the reporting
period, with the current asset figure standing at M123.51m
against the current liabilities of M104.20m. The net current
asset figure has declined from a figure of M24.10m in the
previous year. This has posed a threat to the liquidity position of the company a factor which has made management
look deeper into strategies which could be employed to remedy the situation. A set target has been agreed upon under
the Performance Agreement signed with the GOL, that 97%
of billing should be matched with the amounts collected
each month. Disconnected accounts still pose a problem as
a major portion of the debtors do not repay their debts and
do not subsequently officially arrange for the services to be
reinstated. Concerted efforts were made to follow up on the
disconnected customers and to encourage them to pay the
outstanding debts.

2. Financial Position
Fixed Assets
There has been a positive increase of M0.98m in the fixed
assets during the year ended March 2012. The additions are
mainly because of some completed projects in the year under review.
There are however some on-going projects which put the
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Amount of water billed in 2011/12

The domestic pre-paid meters have impacted positively in
enabling WASCO’s customers to monitor their consumption
of water and also to identify leakages as the system has the
features to detect usage of water throughout on a 24 hour
basis. Other additional pay-points for prepaid system in Maseru have been engaged, being Pick n pay, Luna Blu and Gateway filling station. This is in addition to the other two namely
Engen Filling Station at Lake Side and Pioneer Filling station
near Shoprite LNDC Center. In Hlotse all public standpipes
were converted from post paid to pre paid as an attempt to
minimize the incidence of non – payment of debts by some
selected committees which have been operating post-paid
standpipes and for Government Houses at Hlotse.

Business
Domestic
Industires
Government
Other
TOTAL

The Company continues to invest in short term investments
such as Money Markets and Treasury bills, which yield higher
returns than other investment instruments available in the
local financial markets. This is part of a strategy to build reserves that will become available for capital expenditure programme.

New water connections grew by 99% up to the end of March
2012 as compared to March 2011, with amounts being
M20.912m compared to M10.53 relating to the previous year.
This growth rate has been facilitated by WASCO’s major focus to widen the domestic sector revenue base through new
connections to boost consumption by that category. Part of
this strategy was to afford customers credit terms as a way of
leveraging connections.

WASCO posted a net loss of M12.4m at the end of the financial year under review.
CONSUMPTION AS PER CATEGORY
Amount of Water Sales for 2010/11 and 2011/12
2010/11
10,278,277
25,031,690
12,335,019
16,717,431
2,779,173
67,141,590

19%
31%
29%
16%
5%
100%

Domestic category has continued to contribute significantly
to the realization of the reported income levels, with 31%
of the sales revenue accruing from this customer category.
Other recognizable contributors to revenue are the industries
sector and the Business sector which respectively accounted
for 29% and 19% of the total sales during the year ended
March 2012. It is also worth mentioning that the Government
sector has shown a decrease as compared to the previous
year by 21%. Measures have been done to improve collection
from this sector.

Tariffs for the year under review were adjusted by an application of 15%, commencing in April 2012. A complete review
of tariffs was last done on 2008/2009, since then tariffs have
been increasing by the inflation rate. The revised tariffs are
in line with a new tariff policy that is being developed by the
office of the Commissioner of Water. This is necessary as the
cost per unit continues to surpass the current average tariff
levels.

Category
Business
Domestic
Industries
Government
Other
TOTAL

15,805,293
25,986,813
24,328,336
13,829,243
4,448,825
84,398,510

2011/12
15,805,293
25,986,813
24,328,336
13,829,243
4,448,825
84,398,510

Income from new sewerage connections has also increased
to M0.812m from M0.36m relating to 2010/11. Efforts will
continue to be made to educate potential customers about
the benefit of connecting to the sewer line, where this infrastructure exists, as this may be more cost-effective than the
conservative tank system
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General Information

for the year ended 31 March 2012

Nature of business

Secretary

To provide adequate potable water and safe disposal of
waste water to every stakeholder in the urban centres
of Lesotho

Mr. Morathane Monyamane (Up to 27 January 2012)
Mr Sekhonyana Sekhonyana ai ( From 28 January
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DIRECTORS’ STATEMENT OF
RESPONSIBILITY AND APPROVAL

risk cannot be fully eliminated WASCO endeavours to
minimise it by ensuring that appropriate infrastructure
controls systems and ethical behaviour are applied and
managed within predetermined procedures and constraints.

The Board of Directors is required to maintain adequate
accounting records and is responsible for the content
and integrity of the financial statements and related
financial information included in this report. It is its responsibility to ensure that the financial statements fairly
present the state of affairs of the company at the end of
the financial year and the results of its operations and
cash flows for the year ended and in conformity with International Financial Reporting Standards. The external
auditors are engaged to express an independent opinion
on the financial statements.

The Board of Directors is of the opinion that the system
of internal control provides reasonable assurance that
the financial records may be relied on for the presentation of the financial statements. However any system
of internal financial control can provide only reasonable
assurance and not absolute assurance against material
misstatement or loss.
The Board of Directors has reviewed WASCO’s cash flow
forecast and budgets for the year to 31 March 2013 and
is satisfied that WASCO has or has access to adequate
resources to continue in operational existence for the
foreseeable future.

The financial statements are prepared in accordance
with International Financial Reporting Standards and
are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent
judgements and estimates.

The external auditors are responsible for independently
reviewing and reporting on WASCO’s financial statements. The financial statements have been examined by
WASCO’s external auditors and their report is given on
pages 7 and 8.

The Board of Directors acknowledges that it is ultimately
responsible for the system of internal financial control
established by the Lesotho Water and Sewerage Company (Pty) Ltd (WASCO) and places considerable importance on maintaining a strong control environment.
To enable it to meet these responsibilities the Board of
Directors sets standards for internal control aimed at reducing the risk of error or loss in a cost effective manner.
The standards include the proper delegation of responsibilities within a clearly defined framework effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk.

The financial statements set out on pages 9 to 33 were
approved by the Board of Directors and are signed on its
behalf by:-

Chairman of the Board
These controls are monitored throughout WASCO and
all employees are required to maintain the highest ethical standards in ensuring WASCO’s business is conducted in a manner that in all reasonable circumstances is
above reproach. The focus of risk management in WASCO is on identifying assessing managing and monitoring
all known forms of risk across WASCO. While operating
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basis of accounting policies applicable to a going concern. This basis presumes that funds will be available to
finance future operations and that the realization of assets and settlement of liabilities contingent obligations
and commitments will occur in the ordinary course of
business. The Board of Directors is satisfied that WASCO
has or has access to adequate resources to continue in
operational existence for the foreseeable future.

The Board of Directors presents its report which forms
part of the audited financial statements for the year
ended 31 March 2012. Water and Sewerage Authority
was changed to Water and Sewerage Company (Proprietary) Limited (WASCO) by WASCO Act 13 of 2011 which
is an act to establish the Water and Sewerage Company
(Proprietary) Limited and to provide the vesting of assets
liabilities rights and obligations of Water and Sewerage
Authority in the company

Directors

Nature of Business

The Directors of the Company were as follows:

To provide adequate potable water and safe disposal of
waste water to every stakeholder in the urban centres of
Lesotho. The nature of the company’s business has not
changed during the year under review.

Chairman
Mr. Bataung Leleka

Shareholders

Members

The authorised and issued share capitals remain unchanged. Lesotho Government holds 1000 ordinary
shares of M1 each and is the sole shareholder.

Dr. Metsing Mangoaela
Mrs. Mammako Molapo
Mrs. Mamonaheng Ramonaheng
Mr. Lebohang Mofammere
Mr. Ntahli Matete

Operating Results
The deficit on ordinary activities for the year amounted
to M9.313 million (2011:M0.353 million). Full details of
the financial results are set out on pages 9 to 32.

Chief Executive
Mrs. Refiloe Tlali (Until 28 February 2012)
Mr. L. Mohosho ai ( From 1 March 2012)

Subsequent Events
The Board of Directors is not aware of any matters or
circumstances arising since the end of the year or otherwise dealt with in this report or annual financial statements that would have a significant effect on the operations of WASCO or the results of its operations

Secretary
Mr. Morathane Monyamane (Up to 27 January 2012)
Mr Sekhonyana Sekhonyana ai ( From 28 January 2012)

Auditors

Going Concern

The Company’s auditors were Moteane Quashie & Associates on behalf of the Auditor General of Lesotho.

We draw attention to the fact that at 31 March 2012 the
Company had an accumulated loss of M64.64 million.
The financial statements have been prepared on the
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Office of the Auditor General
P.O. Box 502, Maseru 100
Lesotho
REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF
LESOTHO WATER AND SEWERAGE COMPANY
FOR THE YEAR ENDED 31 MARCH 2012
Moteane, Quashie and Associates Chartered Accountants, under Section 15(1) of the Audit Act 1973,
have audited the accompanying financial statements of Lesotho Water and Sewerage Company
which comprise the balance sheet as at 31 March 2012 and income statement, statement of changes
in equity and cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes as set on pages 9 to 33.

Director’s Responsibility for the Financial Statements
Directors are responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
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
in the circumstances.

Auditor’s Responsibility
My responsibility is to express an opinion on these financial statements based on my audit. The audit
has been conducted in accordance with International Standards on Auditing. Those standards require
auditors to comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the financial statements, whether due to
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fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the financial statements 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. An audit also includes evaluating the appropriateness of accounting policies used and reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my
opinion.

Payable and the elements of making up the statement of comprehensive income, statement of
changes in equity, tax and cash flows statement.

Basis for Adverse Opinion

Adverse Opinion
Because of the significance of the matters described in the Basis for Adverse Opinion paragraphs,
the financial statements do not fairly present in all material respects the financial position of the
company at 31 March 2012 and the results of its operations and cash flows for the year then ended
in accordance with International Financial Reporting Standards and in the manner required by the
Lesotho Water and Sewerage Company Act 2011.

The introduction of a new computerised billing and general ledger systems in 2009/10 have resulted in both customer and general ledger accounts. As of the date of my audit report, management
was still in the process of rectifying the system deficiencies and correcting the errors in the bank
balance, Accounts Payables, Revenue and Accounts Receivables figures included in the statement
of financial position and statement of comprehensive income of 31 March 2012. As a result, I issued
qualified opinion on the financial statements relating to these preceding years.
1. I was not provided with bank reconciliations for some of the cashbooks as they were not prepared
by time of the audit. I was therefore unable to satisfy myself of the accuracy of the cash and bank
balance shown in the financial statements.
2. Included in the financial statements is a Water and Sewerage charge of M115.9 million which differs from the amount in the EDAMS billing system of M120.4 million by M4.5million. I was therefore
unable to satisfy myself of the accuracy of the revenue shown in the financial statements.
3. I was unable to verify Dishonoured Cheques of M0.7 million, Rescheduled New Connections of
M3.9million and Trade Debtors of (M4.7) million in Account Receivables due to lack of supporting
documents. The Age Analysis figure of M54.3 million differs from listing in EDAMS of M66.8 million
by M12.5million. I was therefore unable to satisfy myself of the accuracy of the Accounts Receivables balance shown in the financial statements.
4. Included in the financial statements is Accounts payable with debit balance of M4.3million which
could not be verified due to lack of supporting documents. I was therefore unable to satisfy myself
of the accuracy of the Accounts Payable shown in the financial statements.
As a result of these matters, I was unable to determine whether any adjustments might have been
found necessary in respect of recorded or unrecorded Trade Receivables, Bank, Revenue, Accounts
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Statement of Comprehensive Income

for the year ended 31 March 2012

for the year ended 31 March 2012

ASSETS
								2012			
2011
		 						
								Notes		
M’000 		
M’000
Non-current assets								
										
1 131 867		
1034170
Property plan and equipment					

3		

1 131 867		

1034170

Current assets									
										123 506		106 616
Inventory							
Trade and other receivables					
Short-term investments						
Bank and cash							

4		
5		
6		
7		

7 768			
68 982			
25 459			
21 297			

TOTAL ASSETS								1 255 373

5 830
61 081
24 143
15 562
1 140 786

CAPITAL AND LIABILITIES
Capital and Reserves							
										995 133		945 420
Share Capital							
8		
1			
1
GOL funding							
9		
386 063		
376 063
GOL grant							
10		
681 998		
629 885
Accumulated Funds						
11		
64 640			
52 240
Reserves 							
12		
8 289			
8 289
Non Current Liabilities
										156 038		

112 782

Provisions for severance pay					
Long term loans						

13		
14 		

12 543			
143 495		

11 281
101 501

Current Liabilities
									
Bank								
7		
Accounts payable					
15		

104 202		
34 978			
69 224			

82 584
9 489
73 095

TOTAL CAPITAL AND LIABILITIES					
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1 255 373

2012

2011

Revenue

M’000
137 424

M’000
114 441

Other income
Manpower costs
Depreciation
Stock adjustment
Reticulation and Plant maintenance
New connections
Other expenses

2 281
(68 133)
(14 586)
(27)
(9 545)
(11 011)
(46 997)

4 923
(65 050)
(13 751)
8 264
(7 808)
(6 126)
(36 124)

(10 594)

(1 232)

1 282
(9 313)
(9 313)
(3087)

(4 359)
5 944
353
353
(2 774)

(12 400)

(2 421)

Notes

17

Operating Profit/Loss
Provision for bad debts
Net interest received/charged
Net Profit before tax
Taxation
Profit/Loss for the year
Prior year adjustment

2.13
16

Profit/Loss at the end of the year

1 140 786
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Statement of Changes in Capital and Reserves
for the year ended 31 March 2012
GOL
Funding

Balance at 31 March 2011
Net profit for the year
Prior Year Adjustment
GOL funding
Grant amortised
Balance at 31 March 2012

GOL
Grant

Share
capital

Reserves

Accumulated
Surplus/
(Deficit)
M’000
M’000

M’000

M’000

M’000

376 063
10 000
-

629 885
52 113

1
-

(8 289)
-

386 063 681 998

1

(8 289)

(52 240)
(9 313)
(3 087)
-

Statement of cash flow

for the year ended 31 March 2012

Total
M’000
945 420
(9 313)
(3 086)
10 000
52 113

(64 640) 995 133

CASH FLOW GENERATED FROM OPERATING ACTIVITIES
Net profit before interest charges
Adjustment for:
Depreciation
Adjustments
Profit/Loss on fixed assets disposal
Provision for severance pay
Write offs & adjustments
Prior year adjustments
Interest income
Change in working capital:
Decrease /increase in inventory
Decrease /increase in receivables
Decrease /increase in payables
Cash generated from operations
Interest paid

2012
M’000

2011
M’000

2892

3094

14 586
9754
(4)
1 261
27
(3 087)
(7 702)

13 751
(105)
2 747
(8 264)
(2 774)
(8 685)

11,943

(236)

(1 938)
(17 676)
(3,871)
11,542
(6 421)

76
(30 77)
11 202
7965
(2741)

(17,963)

5224

(112 287)
4
7 702

(219 908)
105
8 685

(104,581)

(211 118)

62 112
41 694

143 316
57 018

104,106

200 334

(18,438)
30 216
11,778

(5 560)
35 776
30 216

CASH UTILISED IN INVESTING ACTIVITIES
Purchase of tangible fixed assets
Proceeds from sale of fixed assets
Interest received

CASH FROM FINANCING ACTIVITIES
Increase in GOL contribution/grant
Increase/(Decrease) in long term liabilities

Net movement for the year
Cash and cash Equivalent at Beginning of Year
Cash and cash Equivalents at the End of Year
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for the year ended 31 March 2012

1.0 Background

Summary of Significant Accounting Policies (continued)

The Lesotho Water Sewerage and Company (WASCO) was established under the Lesotho Water and Sewerage Company Act No. 13 of 2011 (as amended). Under this act WASCO acquired all assets liabilities rights and obligations of
Water and Sewerage Authority established by Water and Sewerage Order No. 29 of 1991 with effect from 1 Sept 2011.

Depreciation is calculated by a charge to the statement of comprehensive income to write off the cost or amount of
the valuation of property plant and equipment including capitalised leased assets over their expected useful lives.
Each part of an item of property plant and equipment with a cost that is significant in relation to the total cost of the
item shall be depreciated separately. Depreciation normally commences in the financial year following commissioning although vehicles and other assets with a short useful life are depreciated from the date of acquisition. The gain
or loss arising from the depreciation of an item of property plant and equipment is included in profit or loss when
the item is depreciated. The gain or loss arising from the derecognition of an item of property plant and equipment is
determined as the difference between the net disposal proceeds if any and the carrying amount of the item.

2.0 Accounting Policies
2.1 Basis of Preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS).
The financial statements have been prepared on the historical cost basis as modified by the revaluation of land and
buildings available-for-sale financial assets and financial liabilities (including derivatives instruments) at fair value
through profit or loss.
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires management to exercise its judgment in the process of applying WASCO’s accounting policies.
Although these estimates are based on management’s best knowledge of current events and actions actual results
ultimately may differ from those estimates.
2.2 Standards and amendments effective in 2012

Freehold land is not depreciated. For other assets depreciation is provided on a straight line basis over the estimated
useful/economic life for each group of assets which are principally as follows:Buildings offices houses 					
Specialised operational structures 				
Plant and Machinery 						
Vehicles 							
Office equipment including computers 				

30 - 50 years
15 - 40 years
8 - 15 years
5 years
3 - 6 years

Revaluation of fixed assets

In the current year WASCO has adopted all relevant new and revised Standards and Interpretations issued by the
International Accounting Standards Board (the IASB) and the International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to its operations and effective for accounting periods beginning on 1 January 2012. The adoption of these new and revised Standards and Interpretations has not resulted in any changes to
WASCO’s accounting policies as the effect of first time adoption of International Financial Reporting Standards did not
have a material impact on WASCO’s amounts for the current or prior years.

The fixed assets comprising of Land and Buildings Structures Plant and Machinery other assets were revalued by
Lesotho Lands and Property Consultants towards the financial year ended March 2008. The revaluations have been
incorporated into the Company’s accounts. Expenditure on maintaining the operating capacity of the network is
charged as an operating cost.

2.3 Property plant and equipment

The transfer value for reticulation assets shown in the fixed assets statement is the valuation determined on the basis
of depreciation replacement cost by Quantum Consultants (Lesotho) (Pty) in August 1991.
Depreciation is provided on a straight line basis over the estimated useful/economic life of the reticulation assets
which has been estimated at 50 years.

The cost of an item of property plant and equipment is recognised as an asset when it is probable that future economic benefits associated with the item will flow to WASCO and the cost of the item can be measured reliably. Costs
include costs incurred initially to acquire or construct an item of property plant and equipment and costs incurred
subsequently to add to replace part of or service it. If a replacement cost is recognised in the carrying amount of an
item of property plant and equipment the carrying amount of the replaced part is derecognised. The initial estimate
of the cost of dismantling and removing the item and restoring the site on which it is located is also included in the
cost of property plant and equipment. Expenditure on capital projects or acquisitions up to M10 000 is charged to the
statement of comprehensive income as operating costs with the exception of printers. Expenditure values shown for
works in the course of construction comprise materials labour transport and attributable overheads. On commissioning the total cost is capitalised and depreciated over the appropriate useful life.
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Reticulation

Other assets
Other assets which include buildings operational structures plant and equipment are shown at either the valuation
determined on the basis of depreciated replacement cost by Quantum Consultants in August 1991 or at cost if acquired after August 1991.
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Summary of Significant Accounting Policies (continued)

Summary of Significant Accounting Policies (continued) 2.6 Inventories

2.4 Impairment of non-financial assets

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the First-in-first-out
method. Costs comprises direct materials and where applicable overheads that have been incurred in bringing the
inventories to their present location and condition excluding borrowing costs.Net realizable value is the estimated
selling price in the ordinary course of business less the costs of completion and selling expenses. Where necessary
provision is made for obsolete slow moving and defective inventories.

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing impairment assets are carried at the lowest levels for
which there are separately identifiable cash flow (cash generating units).

2.7 Financial assets
WASCO classifies its financial assets in the following categories: financial assets at fair value through profit or loss
loans and receivables and available-for-sale financial assets. The classification depends on the purpose for which the
financial assets were acquired. Management determines the classification of its financial assets at initial recognition.

2.5 Revenue recognition
Revenue comprises the fair value of the consideration received or receivable for the provision of services in the ordinary course of WASCO’s activities.
WASCO recognizes revenue when the amount of revenue can be reliably measured it is probable that future economic benefits will flow to the entity and when specific criteria have been met for each of WASCO’s activities as described
below. The amount of revenue is not considered to be reliably measurable until all contingencies relating to the sale
have been resolved. WASCO bases estimates on historical results taking into consideration the type of consumer the
type of transaction and the specifics of each arrangement.

Income
Revenue comprises the billed value of water sewerage services rendered and collection for water and sewer connections. The revenue is recognised upon performance of services.
Revenue from rendering services is recognized by reference to the completion of the specific transaction assessed
as the basis of the actual service provided as a proportion of the total services provided when it is probable that the
economic benefits associated with a transaction will flow to WASCO and the amount of revenue and associated costs
incurred or to be incurred can be measured reliably.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in
this category if acquired principally for the purpose of selling in the short-term. Assets in this category are classified
as current assets.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They arise when WASCO provides money goods or services directly to a debtor with no intention
of trading the receivable. They are included in current assets except for maturities greater than 12 months after the
financial position date. These are classified as non-current assets. Loans and receivables are included in trade and
other receivables in the statement of financial position.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in
any of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the financial position date.

Interest income
Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is
impaired WASCO reduces the carrying amount to its recoverable amount being the estimated future cash flow discounted at original effective interest rate of the instrument and continues unwinding the discount as interest income.
Interest on impaired loans is recognised either as cash is collected or on a cost-recovery basis as conditions warrant.

Dividend income
Dividend income is recognized when the right to receive payment is established.
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Purchases and sales investments are recognised on the trade-date – the date on which WASCO commits to purchase
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value through profit or loss. Investments are derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and WASCO has transferred substantially all risks and rewards of
ownership. Available–for-sale financial assets at fair value through profit and loss are subsequently carried at fair value.
Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest
method. Realised and unrealised gains and losses arising from changes in the fair value of the financial assets at fair
value through ‘profit or loss’ category is included in the statement of comprehensive income in the period in which
they arise.
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Summary of Significant Accounting Policies (continued)

Summary of Significant Accounting Policies (continued)

Unrealised gains and losses arising from changes in the fair value of non-monetary securities classified as availablefor-sale are recognised in equity. When securities classified available-for-sale are sold or impaired the accumulated
fair value adjustments are included in the statement of comprehensive income as gains and losses from investment
securities.

2.11 Liabilities and provisions

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
(and for unlisted securities) WASCO establishes fair value by using valuation techniques. These include the use of
recent arm’s length transactions reference to other instruments that are substantially the same discounted cash flow
analysis and the option pricing models refined to reflect the issuer’s specific circumstances.
WASCO assesses at each financial position date whether there is objective evidence that a financial asset is impaired.
In the case of equity securities classified as available for sale a significant or prolonged decline in the fair value of the
security below its cost is considered in determining whether the securities are impaired. If any such evidence exists
for available-for-sale financial assets the cumulative loss – measured as the difference between the acquisition cost
and the current fair value less any impairment loss on that financial asset previously recognised in profit or loss – is
removed from equity and recognised in the statement of comprehensive income. Impairment losses recognised in
the statement of comprehensive income on equity instruments are not reversed through the statement of comprehensive income.
2.8 Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand deposits held at call with banks other short-term highly
liquid investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities in the statement of financial position.

WASCO recognises liabilities including provisions when it has a present legal or constructive obligation as a result of
past events; and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount of the obligation can be made. Where WASCO expects a provision to
be reimbursed for example under an insurance contract the reimbursement is recognized as a separate asset but only
when the reimbursement is virtually certain.
WASCO recognizes a provision for onerous contracts when the expected benefits to be derived from a contract are
less than the unavoidable costs of meeting the obligations under the contract.
Restructuring provisions comprise lease termination penalties and employee termination payments and are recognized in the period in which WASCO becomes legally or constructively committed to payment. Costs related to the
ongoing activities of WASCO are not provided in advance.
2.12 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 WASCO has an unconditional right to defer settlement of the liability for at least 12 months after the financial position date.
2.13 Current tax assets and liabilities

2.9 Trade and other receivables
Trade receivables are recognized initially at fair value and subsequently measured at amortised cost using the effective interest method less provision for impairment. A provision for impairment of trade receivables is established when
there is objective evidence that WASCO will not be able to collect all amounts due according to the original terms of
the receivables. Significant reorganization and default or delinquency in payments are considered indicators that the
trade receivable is impaired. The amount of the provision is the difference between the asset’s carrying amount and
the present value of estimated future cash flows discounted at the original effective interest rate. The carrying amount
of the asset is reduced through the use of an allowance account and the amount of the loss is recognized in the
statement of comprehensive income. When a trade receivable is uncollectible it is written off against the allowance
account for trade receivables. Subsequent recoveries of amounts previously written off are credited in the statement
of comprehensive income.

Current tax for current and prior periods is to the extent unpaid recognised as liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods the excess is recognised as an asset.
Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities using the tax rates (and tax laws) that have been enacted or substantively enacted
by the financial position date.
WASCO was granted autonomous status on 1st April 1992 and as such is liable for Corporation Tax at the applicable
rate on its assessed taxable profit.
It is expected that no liability to taxation will arise for the year based on the reported results of the previous years.

2.10 Accounts payable
Accounts payable comprise trade accounts payable and accruals. These are recognized initially at fair value and subsequently measured at amortised cost using the effective interest method
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Summary of Significant Accounting Policies (continued)

Summary of Significant Accounting Policies (continued)

2.14 Government grants

Price risk

Capital based government grants are included within deferred income in the statement of financial position and credited to profit over the estimated useful economic lives of the assets to which they relate. Revenue based government
grants are credited to profit in the period in which the expenditure to which they relate is incurred.

WASCO is exposed to equity securities price risk because of an investment held by it and classified in the Statement
of financial position at fair value and profit or loss transferred to the statement of comprehensive income. This asset is
an investment in Standard Bank Money Market.

2.15 Dividend distribution

Cash flow and fair value interest rate risk

Dividend distribution to WASCO’s shareholder is recognized as a liability in the financial statements in the period.

2.16 Leases
Leases of property plant and equipment where WASCO has substantially all the risks and rewards of ownership are
classified as finance lease. Finance leases are capitalised at the inception of the lease at the lower of the fair value of
the leased property or the present value of the minimum lease payments. Each lease payment is allocated between
the liability and finance charges so as to achieve a constant rate on the finance balance outstanding. The corresponding rental obligations net of finance charges are included in other long-term payables. The interest element of the
finance cost is charged to the statement of comprehensive income over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period.
The property plant and equipment acquired under finance leases are depreciated over the shorter of the useful life
of the asset or the lease term.
Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged
to the statement of comprehensive income on a straight-line basis over the period of the lease.

2.17 Financial risk management

As WASCO has no significant interest-bearing assets its income and operating cash flows are substantially independent of changes in market interest rates. WASCO’s interest-rate risk arises from long-term borrowings. Borrowings issued at variable rates expose WASCO to cash flow interest-rate risk. Borrowings issued at fixed rates expose WASCO
to fair value interest-rate risk. WASCO is not exposed to fair value interest rate risk because all its borrowings (note 13)
are at variable rates. WASCO does not consider the exposure to cash flow interest rate risk as significant; therefore it
currently does not have formal mechanisms to mitigate this risk.

Credit risk
Credit risk arises from cash and cash equivalents deposits with banks and financial institutions as well as credit exposures to commercial and residential customers including outstanding receivables and committed transactions. For
banks and commercial institutions only high credit quality parties are accepted. If commercial customers are independently rated these ratings are used. If there is no independent rating risk control assesses the credit quality of the
customer taking into account its financial position past experience and other factors. Sales to customers are settled in
cash. See note 5 for further disclosure on credit risk. Management does not expect any losses from non-performance
by these counterparties.
WASCO does not do credit vetting for new customers since it is an essential service. Overdue accounts are disconnected for non-payment after 60 days from the statement due date as per the policies and procedures.

Liquidity risk

Financial risk factors
WASCO’s activities expose it to a variety of financial risks: market risk (including currency risk fair value interest risk
cash flow interest-rate risk and price risk) credit risk and liquidity risk. WASCO’s overall risk management programme
focuses on the unpredictability of the financial markets and seeks to minimise potential adverse effects on its financial performance. WASCO currently does not use derivative financial instruments to hedge certain risk exposures.

Market risk
From time to time WASCO is exposed to foreign exchange risk arising from various currency exposures primarily with
respect to the US dollar. Foreign exchange risk arises from future commercial transactions recognized assets and
liabilities. Foreign exchange risk arises when future commercial transactions recognized assets and liabilities are denominated in a currency that is not WASCO’s functional currency. As at 31 March 2012 WASCO was not exposed to
any foreign currency exchange risk.
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Prudent liquidity risk management implies maintaining sufficient cash and marketable securities the availability of
funding from an adequate amount of committed credit facilities and the ability to close out market positions. Due
to the dynamic nature of the underlying businesses WASCO’s management aims to maintain flexibility in funding by
keeping committed credit lines available.
The table below analyses WASCO’s financial liabilities into relevant maturity rationings based on the remaining period at the financial position date to the contractual maturity date. The amounts disclosed in the table below are the
contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of
discounting is not significant.
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Summary of Significant Accounting Policies (continued)

Summary of Significant Accounting Policies (continued)

2.18 Employee benefits
Less than 1 year
M’000

Between
1 and 5 years
M’000

At 31 March 2012
Borrowings
Trade and other payables
At 31 March 2011
Borrowings
Trade and other payables

Over 5 years

Terminal benefits are payable whenever an employee’s employment is terminated before the normal retirement date
or whenever an employee accepts voluntary redundancy in exchange for these benefits. WASCO recognises termination benefits when it is demonstrably committed either to terminate the employment of current employees according to a detailed formal plan without possibility of withdrawal or to provide termination benefits as a result of an offer
made to encourage voluntary redundancy.

M’000

-

-

2.19 Critical accounting estimates and assumptions
104 202

20 000
-

123 495
-

Capital risk management
WASCO’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.
Consistent with others in the industry WASCO monitors capital on the basis of the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the Statement of financial position) less cash and cash equivalents. Total capital is calculated as
‘equity’ as shown in the statement of financial position plus net debt.
During 2012 WASCO’s strategy which was unchanged from 2011 was to maintain a low gearing ratio of not more than
40%. The gearing ratios at 31 March 2012 and 2011 were as follows:
2012
M’000

2011
M’000
178 473
995 133
1 138 628

Total borrowings
Total equity
Total capital
Gearing ratio

15.7%

101 501
945 443
1 046 944
9.69%

Fair value estimation

WASCO makes estimates and assumptions concerning the future. The resulting accounting estimates will by definition seldom equal the related actual results. There were no critical accounting estimates that have a significant risk
of causing material adjustments to the carrying amounts of assets and liabilities within the next financial year. The
estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are addressed below:

Provision of impairment of trade receivables
WASCO considers all trade receivable balances that have been outstanding for over two years as impaired. WASCO
applies this policy consistently and its management is of the view that even though this is an accounting estimate it is
the best estimate of the amount that may not be recovered from its customers. Refer to note 5 for disclosure on the
provision for impairment of trade receivables.

Review of useful lives
WASCO depreciates items of property plant and equipment based on the useful lives of those items. The useful lives
of the items are management’s best estimates. The useful lives are disclosed in accounting policy 2.3 and they are
treasonable in management’s view. These useful lives determine the amount of depreciation recognized in the statement of comprehensive income each year. (refer to note 2.16)

Income taxes
Judgment is required in determining whether WASCO is liable for tax or not. There may be transactions and calculations for which the ultimate tax determination may be uncertain. WASCO recognises liabilities for anticipated tax
based on estimates of whether additional taxes will be due. Where final tax outcome of these matters is different from
the amounts that were initially recorded such differences will impact the current and deferred income tax assets and
liabilities in the period in which such determination is made.
2.20 Contingent liabilities

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual
cash flows at the current market rate that is available to WASCO for similar financial instruments.
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WASCO discloses a contingent liability where:
- it has a possible obligation arising from past events; the existence of which will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of WASCO or
- it is not probable that an outflow or resources will be required to settle an obligation;
or
- the amount of the obligation cannot be measured with sufficient reliability.
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Summary of Significant Accounting Policies (continued)
2.21 Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic environment in
which WASCO operates (‘the functional currency”). The financial statements are presented in Maloti (“M”) which is the
functional and presentation currency of WASCO.
2.22 Comparative figures
Where necessary comparative figures of Water and Sewerage Authority established by Water and Sewerage Authority
order 29 of 1991 have been restated to conform to the current reporting format for Water and Sewerage Company
(Pty) Ltd. .The current year transactions cover of the period traded as WASA up to 31 August 2011 and then as WASCO
from 1 September 2011.

Owned assets

Land & Building
Specialised Operational structures
Reticulation
Plant & Machinery
Motor vehicles
Office equipment & furniture
Assets in construction

2011
Cost Accumulated
Depreciation

Carrying
Amount

M’000

M’000

M’000

M’000

M’000

M’000

29 698
141 449
254 098
28 263
16 276
7 980
801 783

(3 285)
(33 597)
(84 217)
(9 707)
(11 891)
(4 983)
-

26 413
107 852
169 881
18 556
4 385
2 997
801 783

29 150
140 500
254 098
27 296
16 310
6 582
694 823

(2 571)
(30 092)
(79 150)
(7 021)
(11 708)
(4 047)
-

26 580
110 408
174 948
20 275
4 602
2 535
694 823

1168 760

(147 679) 1 131 867 116 8760

2.23 Rounding
All items are shown to the nearest one thousand Maloti therefore a - in the column indicates either no transaction or
totals of less than five hundred Maloti.
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Carrying
Amount

41
3

(134 589) 1 034 170

Property Plant and Equipment

Property Plant and Equipment

for the year ended 31 March 2012

for the year ended 31 March 2012

3.0 Property Plant and Equipment (continued)

3.1 Property Plant and Equipment (continued)

The carrying amounts of property plant and equipment can be reconciled as follows:

The carrying amounts of property plant and equipment can be reconciled as follows:

Amount at Transfer to Addition Disposal
beginning completed
Cost Acc Dep.
projects
of period
M’000

M’000

M’000

M’000

Owned assets
Land & Buildings
Specialised operational structures
Reticulation
Plant & Machinery
Motor vehicles
Office equipment & furniture
Assets in construction

26 580
110 408
174 948
20 275
4 602
2 535
694 823
1 034 171

214
198

547
751
863
79
1 467
1 121
270
(547) 107 507

(1 502)
-

1496

- 112 287 (1 502)

1496

Depreciation

Carrying
Amount at
end of period

M’000

M’000

(714)
(3 505)
(5 067)
(2 686)
(1 678)
(935)

26 413
107 852
169 881
18 556
4 385
2 997
801 783

(14 585)

1131 867

Cost

Accumulated Cost

Accumulated

Depreciation

Depreciation

M’000

M’000

M’000

29 150
140 500
254 098
27 296
16 310
6 582
694 823

(2 571)
(30 092)
(79 150)
(7 021)
(11 708)
(4 047)
-

26 580
110 408
174 948
20 275
4 602
2 535
694 823

M’000

M’000

27 652
122 037
210 327
19 495
11 411
5 701
478 120

(1 864)
(26 635)
(74 100)
3 832
(8 584)
(3 190)
-

26 301
111 513
178 708
21 882
2 827
2 511
478 120

(134 589) 1034 170 940 066

(118 205)

821 861

Owned assets
Specialised operational structures
Reticulation
Plant & Machinery
Motor vehicles
Office equipment & furniture
Assets in construction

1168 760

Note:
The assets of Water and Sewerage Authority have been endorsed by Registrar of Deeds as transferred to Water and Sewerage
Company (Pty) Ltd as required by Section 6 (2) of the Water and Sewerage Company Act No.13 of 2011
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Amount
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Property Plant and Equipment

Notes to the Financial Statements

for the year ended 31 March 2012

for the year ended 31 March 2012

3.1 Property Plant and Equipment (continued)
The carrying amounts of property plant and equipment can be reconciled as follows:
Amount at
beginning
of period

Open. Bal
Adjustment

Transfer to
completed
projects

Additions Open.
Bal

cost

Land & Buildings
Specialised 0perational
Reticulation
Plant & Machinery
Motor vehicles
Office equipment & furniture
Assets in construction

4.0 INVENTORY

Adjustment

Depreciation

Depreciation

Depreciation

Adjustment

Carrying
amount
at end of
period

26 806

-

214

111 513

-

2 352

(3 457)

178 708

-

1 290

(5 050)

21 882

780

890

(588)

(2 602)

2 827

4 208

691

(2 025)

(1 099)

4 602

2 511

29

852

(20)

(837)

2 535

477 615

-

217 208

821 862

5 017

3 856

266

706

219 907 (2 633) (13 751)

26 580
-

110 408
174 948

(87)

20 275

694 823

(87) 1 034 170

Cost
Provision for obsolete stock
5.0 ACCOUNT RECEIVABLE
Trade debtors
Less: Provision for doubtful debts
Net trade accounts receivable
Miscellaneous debtors
Postal services
Sanitary Unit
Shoprite Services
Roma drought emergency
CEC Advance
Staff debtors
Staff housing loan
Staff Travel imprest
Prepaid expenses
Prepaid Interest - GOL
Withholding tax
Prepaid Insurance
Other debtors
The fair values of trade and other receivables are as follows:
Trade receivables
Sundry debtors

2012
M’000

2011
M’000

7859
(91)
(7768)

5901
(71)
(5830)

66 377
(6 588)

54 379
(6 588)

59 789

47 790

5 663
200
111
2,319
317
229
230
610

5 281
176
6 324
317
103
28
308
-

(562)
74
68 982

158
70
(562)
1151
61 081

59 789
9 193
68 982

47 790
13 291
61 081

The above values of trade and other receivables approximate fair value. There is no concentration of credit risk with
respect to trade receivables as the Company has a large number of customers regionally dispersed. The Company’s
historical experience in collection of accounts receivables falls within the recorded allowances. Due to these factors
management believes that no additional credit risk beyond amounts provided for collection losses is inherent in the
Company’s trade receivables. The maximum exposure to credit risk at the reporting date is the fair value of each class
of receivable mentioned above. The Company does not hold any collateral as security.

44

45

Notes to the Financial Statements

Notes to the Financial Statements

for the year ended 31 March 2012

2012
M’000

for the year ended 31 March 2012

2011
M’000

As of 31st March 2012 trade receivables of M6589000 (2011: M14499000) were impaired
as of 31st March 2012 (2011:M14499000). The individually impaired receivables mainly
relate to Domestic and Non-domestic accounts mostly disconnected for non-payment

6 589

4 499
(7 910)
6 589

Tohe creation and release of provision for impaired receivables have been included in other
expenses in the statement of comprehensive income. Amounts charged to the allowance
account are generally written off when there is no expectation of recovering additional
cash. The other classes within trade and other receivables do not contain impaired assets.
6.0 SHORT-TERM INVESTMENTS
Standard Lesotho Bank Income Fund Accounts
WASCO Income Account
Standard Lesotho Bank Money Markets

25 459
1 338
191
1 529

7.1 OVERDRAFT
Standard Lesotho Bank Current Account
Other balances

1 016
20
2 623
24 143

19 768

603
20
2 623
12 939

21 297
19 429
15 549
34 978

15 562
4 126
5 363
9 489

Note:

2012
M’000
376 063

2011
M’000
356 901

10 000
386 063

19 163
376 063

629 885
532 264
97, 621
61,078
(8,965)
681,998

5 05 733
428 214
77,519
125 417
(1 265)
629 885

10. GOVERNMENT OF LESOTHO GRANT
GOL grant represents debt forgiveness by the GOL analysed as follows:
Balance at1st April
Industrialization loan
W-I-P
Completed projects
Additions during the year
Amortisation:
Completed projects
Note:
The interest on Long-term loans cancelled by Government of Lesotho was capitalised at the time of cancellation with
the intention of amortising it according to the useful life of the financed assets. Due to the difficulty of apportioning
the accumulated interest to the various projects which the loans financed the interest was charged to the Statement
of comprehensive income in total at the end of March 2007.

A sweeping facility has been put in place to ensure that short-term current accounts cash deficits are immediately
corrected.
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2011
M’000
1

Government contribution to WASCO representing the valuation of net assets of the former Water and Sewerage
Branch (at specified in the Second Scheduled of the Lesotho Water and Sewerage Order of 1991) at 1st April 1992
plus projects under construction funded by the Government of Lesotho on behalf of WASCO

Balance brought forward
Additions during the year

1 068
9 300
1 529

7.0 BANK AND CASH
Standard Lesotho Bank Call Accounts
Cashiers
Sub-total
Standard Lesotho Bank Current Account

2012
M’000
1

9. GOVERNMENT OF LESOTHO FUNDING
6 589
-

At 1 APRIL
Provision for receivables impairment
At 31 March

8. SHARE CAPITAL
Authorised
1 000 shares of M1 each
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11. ACCUMULATED DEFICIT						
											2012		
											M’000		
Balance at 1st April									(52240)
SSU Accumulated loss									-		
Net profit/(loss) for the year								(9 313)		
Prior year adjustment (Note 15.)							(3 087)		
										
(64640)
								
12. RESERVES
						
Revaluation reserve									(8 876)		
Prior year adjustment									 458		
General Reserve									 129		
											(8 289)
13. PROVISION FOR SEVERANCE PAY						12 543		

for the year ended 31 March 2012

2011
M’000
(47379)
(2 439)
353
(2 775)
(52240)

(8 876)
458
129
(8 289)
11 281

An amount equal to 90% of the provision for severance pay has been classified as long term
liabilities. The basis used is the annual staff turnover. 			
								
14. LONG TERM LIABILITIES						
14.1 Standard Lesotho Bank Loan								1 375
A loan advanced by the Standard Lesotho Bank to finance the Pre-paid system project.
The loan is payable over a period of thirty six months at an interest rate of 12% per annum.
Repayment of the loan will commence upon completion of the project.
				
14.2 Standard Lesotho Loan								(22)		
A loan advanced by the Standard Lesotho Bank to finance the Purchase of two excavators.
The loan is payable over a period of sixty months at an interest of 12% per annum.				
14.3 Maseru Waste Water - EIB								92,560
A loan advanced by European Investment Bank to finance the Sewer reticulation system &
construction of treatment plant, the repayment of loan for each tranche shall be paid by
40 Semi-annual instalments.						

49 863

14.4 IDA - WSIP LOAN									30,957
A subsidiary agreement between Kingdom of Lesotho & WASCO for financing Lesotho Water
sector improvement project. The loan is payable over the period of 25 years including grace
period of seven years. The interest is charged at 2% p.a. 			

30 957

14.5 NEDBANK - LOAN									20,000
A loan advanced by Nedbank Lesotho to enable WASCO to finance the supply of clean
water to the Maseru North East Areas Maseru Peri-Urban Project). The loan is payable over
the period of ninety six (96) equal monthly instalments and payable on the 15th day of
each succeeding month. Interest rate is subject to fluctuations in prime.		
143,495

19 306
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15. ACCOUNTS PAYABLE AND ACCRUALS						2012		2011
						
M’000
M’000
Accrued expenses									1 719		3 123
Customer’s deposits									
5 905		
5 167
Due to contractors									
34 766		
36 825
Interest payable to the government							
18 539		
16 885
Payment received in advance										247
Provision for severance pay								
1 394		
1 253
Trade Creditors										
(1491)		
248
Vat payable										
122		
335
Graduity Provision									
7 502		
7 707
Income Tax Deducted									
88		
19
Other creditors										
660		
1 286
											69 224
73 095
								
16. PRIOR YEAR ADJUSTMENTS					
								
SSU Assets										-		(2 632)
Surcharges										
-		
(48)
Salaries arrears										-		(101)
Adjustments of previous year receipts							
-		
8
Debtors adjustment									
(3087)
											(3 087)

101 501
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(2 774)
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DETAILED STATEMENT OF COMPREHENSIVE INCOME			
								
17. INCOME 									2012		
2011
											M’000		
M’000
								
Water and Sewerage charges							
115 691
103 555
New service connection								21 733		
10 886
Gain on disposal									4		 105
Other income										2 285
4 818
										
139 705		
119 364
								
EXPENDITURE							
								
Manpower costs									68 133		
65 053
Electricity										10 980
10 295
Reticulation & plant maintenance							9 545		
7 808
Chemicals										6 688		
4 272
Transport										4 892		
4 146
New connections									11 011		
6 126
Telephone stationery postage								3 254		
2 244
Rents Security & Insurance								5 233		
4 166
Training & travel expenses								1 715		
1 725
Directors fees										596		
520
Audit fees										187		
113
Office equipment									1 167		
1 404
Other expenses (including write-offs)							
11 980		
6 949
Rates											306		
288
Adjustment account									27		 (8264)
Depreciation										14 586		
13 751
											150 299
120 596
Operating Profit (loss) for the year							
(10594)
(1 232)
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