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A.Acronyms

ICPAK

IFRS

Ml)

WASREB

WSTF

D]'F

MeRuWASCO

CECM

1. Acronyms and Glossary of Terms.

Institute of Certified Public Accountants of Kenya

International Financial Reporting Standards

N{anaging Director

Water Services Regulatory Board

Water Sector Trust Fund

Decentralised Treatment Facility

Meru County Rural water and Sanitation Company limited

County Executive Committee Member

B. Definition of key Terms

Fiduciary Managemcnt - Ivlembers of Management directly entrusted with the entity's financial

resources.

Contparative Year- Means the prior period
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2. Key Entity Information

Incorporntion
Meru'County Rural lvater ancl sanitation services company limited (MERUWASCO) was.incorporated on

l9tr, Octobe r 2023 under the companies act 2015. It's fully orrrned by County Goverttment of Meru rvhich

orvns 4,997 shares; other shareholders are CECM Finance, CECM in charge of water and irrigation and I'he

County secrctary lvho owns one share cach. The company opcratcs as a Semi-Autonomous Government

Agency .(SAGA) Its mandate is to provic.le water and sanitation services in rural areas and small urhan

centres in its area ofjurisdiction.

To fglly rneet itsmandates, the Company undertakes roles including; provision of quality and economicai

water and sanitation sen,iccs to customers, billing for water and sanitation services and ensuring timely

collection of dues, routine maintenance of water and sanitation services infrastructure; and ensuring that

standards and licensing requirements are complied with as stipulated by WASREB.

MeRU wasco inherited its assets and Liabilities from IMETHA Water and sanitation company.

Principal Activities

The principal activity of Meru county Rural water and sanitation services company ltd is to provide

adequate, reliable and affordable water in its area ofjurisdiction.

Mission statement

To sustainably provide quality, reliable and affordable rvater and sanitation services to residents of Meru

County leveraging modern Technology.

Vision statement

A Model, world-class provider of water and sanitation services

Core objectives

i. Integrity
ii. Professionalism
iii. f'eam work
iv. lnnovativeness
v. Transparency

vi. Inclusiveness
vii. Customer service

viii. environmental and climate change consciousness
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Directors .a

T'he Directors who served in Meru county rural water and sanitation company 
'ltd during the yearlperiod

were as follows:-

I Lawrence Muriki Ngituju Director January 2024

2 Mr.Joseph Kirimi Muthamia Director January 2024

3 Charles Mwenda Director Januar)' 2024

4 Abiah Ntinyari Director January 2024

5 Mr. Romano Mwito Secretary January 2024

Registered Office
Ministry of water & irrigation offices
Meru-Nanyuki Road
P.O. Box 467 - 60200
MERLIIKENYA

Corporate Headq uarters

Ministry of water &, irrigation offices
Meru-Nanyuki Road

P.O. Box 467 - 60200
I.IERU/KENYA

Corporate Contacts
Telephone : (254)06 4- 3178 I

E-mai I : meruwasco@gmai l,com
Website : www'.meruwasco.co. ke

Corporate Bankers
I . Co-operative Bank of Kenya
P.O. Box 1328-60200
Itr{ eru

2. Family Bank
P.O Box I -60200
N{enr

3. Capital Sacco

P.O. Box 1479-60200
Meru-

4. I.lational llank of Kenya
P.O Box
Merlt
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Independent Auditors
Auditor General
Office of the Auditor General
Anniversary Towers, University Way

P.O. Box 30084
GOP 00 100

Nairobi. Kenya
.,

t

Principal Legal Advisers
l. The Attorney General

State Law Office-Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

2. Mithega & Company Advocates
P O Box 612-60200
MERU
TEL .0733-?.35604 .
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3. The Board of Directors

Photo Name and Qualifications Date of Birth and Experience

Mr. Lawrence Ngituju
Diploma in Business
Management (Banking and

Finance

DOB -05107 11987

2020- Date- Sacco Manager
2017 - 201 9 - Recovery Officer

t

Abiah Ntinyari
Bsc. (Agriculture)
Diploma in Agricultr"rre
Certificate in General
Agriculture

DOB - 1963
2018-2023 - Senior Assistant Agricultural
Officer
2010- 201 8 - Assistant Agricultural Officer

DOB t965
2012-201 3 - Insurance Consultant, Mann
Insurance Consultancy
2009-201I - Branch Manager, Directline
A ssurance

Joseph Kirirni Muthamia
Bachelor of Education
cPA (l)

Charles N,lwenda 2022-Date -Ag Chief Officer Finance

Joyce Kaaria
MBA Education
BA Education

DOB - 1974
2022 -Date - Ag, Chief Officer Water and

Irrigation
2004 -2022 f)irector SOS
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Mr. Romano l\{wito

MBA (lvlarketing)

BA
Administration

Business

251051i984

April 2C24 - Date - Managiirg f)irector.

MeIIUWASCO

2017 -2022 - Mentber

vil
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4. Key Management Team

l.Mr.Romano Mwito

Date of birth 1984

Key profession/
Academic qual ifi cations :

MBA (Marketing)

BA Business Administration

Responsibilty

Managing Director

2.W infridah Nafula Juma Date of birth I 98 8

Key profession/

Academ ic qual i fi cation :

MBA (l{uman Resource Management

Bsc. Tourisln Management

CHRP (Finalist)

IHRM (Member

Responsibility: Acting Human Resource Manager and

Administration
October 2022 - to date

Date of birth 1986

Key profession/
CPA K, Bachelor's degree in Commerce Banking and Finance

option
ICPAK Member

3.\,Vinfred Mukiri

Responsibil ity : Comnrercial lManaget'

September 2012-l6tn April 2016 Internal Auditor
l6th April 201 6 to Date commercial Manager
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Ment and Sanitation Scruices Company Limited
Statemen ts

202s

Date of birth 1969

Key profession/
Academic qualifi cations:

Fligher National Diploma in Water Engineering

Responsibility : "l'ecltnical Managcr
August20l 5-20 l8

z}|8-December 2022 Ag Acting Generai Manager

December 2022-Apri 12024 Managing Director
April 2024to Date Technical Manager

bi

BCOM (Finance)

Diploma in Busincss lr4anagemettt

CCPK

ICPAK (Member)

Responsibility : Internal auditor

Elias Mutuma

Bsc. Purchase and Supply Chain Management

Diploma in Purchase and Supply Chain Management

KISM (Member)

Responsibility

Acting Procuretnent Manager
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5. Chairman's Statement

I am pleased to present the Chairman's Statement for MeRuWASCO for the financial year ending ended

30th June 2025

This year has been one of both challenge and progress. Across our operations, we have remained steadfast

in our commitment to delivering clean, reliable, and sustainable water services to the communities we serve.

As a cornerstone of public health and environmental stewardship, our mission has never been more relevant

or more important.

I am pleased to report on yet another successful year where we have continued to provide the water

services as per the mandate given to us by the regulator. During the period in review there was an

improvement in the provision of services despite the challenges. The Company being the service provider

of water and sanitation services in most parts of Meru, we are aware of the crucial role we play in sustaining

grouth, development and quality of life for the people of Meru. During the period under review, the

company commissioned a nerv reticulation system at Mitunguu rvater scheme constructed by Water Sector

Trust Fun<l at a cost of Kshs 18,279,870. The project will help in reducing non-revenue water and increase

revenue.

The company also is constructing a Decentralized Treatment Facility (DTF) and 200 pour flash toilets in

Timau water scheme. 'Ihe project is funded by Water Sector Trust Fund at a Cost of Kshs 20,313,276.59

this will help improve sanitation in Timau town and its environs. The company is committed to provide the

highest quality of service, so as to meet the expectations of the customers. During the period we continued

to excel in service delivery as attested by the improved performance The company operating revenues

during the period under review was Kshs 64,397,658, The turnover rose from Kshs 59,076,849 in the

previous fi nancial year.

Despite facing pressures from climate variability, aging infrastructure, and increased regulatory

expectations, MeRuWASCO has continued to deliver high standards of sen'ice. We achieved significant

improvements in leakage reduction, customer satisfaction, and operational efficiency. Our teams have

shown renrarkable resilience and aclaptability, particutarly in responding swiftly to extreme weather events

and ensuring continuity of water supply.

x
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Ig order to sustain sewice delivery to the already established and potential customers, wc are requirecl to

rnake siglificant investrnents in the infrastructure to increase the supply of available water in this regard the

company is in final stages of negotiation with donor partners and Water sector Trust Fund for karumo Muriri

water project which rvill increase water supply to 1500 meter cubic per day for supply in Tigania schemes.

In conclusion, the board acknowledges eflforts by the management and staff and appreciates them for

continued commitment and dedication to the company. I also acknowledge and appreciate the support

Rendered to the Company by our customers and suppliers

Thank you

lq

Lawrence Muriiki Ngituniu

Chairman Board of Directors

Meru County Rural Water & Sanitation Serttices Company

,/
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6. Report of The Managing Director
It is my pleasure to reporioflhe company's performance for the financial year 202412025. During the year,

the company's operating income was 64,397,658 million in comparison tQ the previopq year's

Kshs.59,07 6,g4g.The increase in income was as a result ofthe continuous improvement in service delivery.

Infrastructu re imProvement

MeRuWASCO inherited water infrastructure from the National Government in a dilapidated state' Huge

investments are therefore required to develop and improve water infrastructure which are old and very

rvasteful, in order to meet the grorving water demand. The ever-increasing demand for water services within

t6e area of company's jurisdiction is caused by population growth, expausion of major towns and rural

urban migration. The WSTF has continued to support the company for sanitation infrastructure in Timau

scheme.

Customers

At Meru WASCO we value every customer and we strive to ensure our customers are satisfied and delighted

by supplying rhem with clean, safe and reliable water. In order to meet this objective, we carryout hourly

tests on various supply points. Regular tests are camied out to attest that the water quality meets regulatory

requirements and conforms to the WI{O standards.

During the period rve organized sensitization through clinics to our customers to appeal to them to promptly

pay for the water services to enable us continue providing the commodity. We are grateful to the customers

who heeded this call and paid their water bills despite the tough economic crisis. Those who didn't heed to

our call have a chance to come and enter into payment arrangement on how to settle their bills. On behalf

of the management, I would like to thank our customers for their continued support they have given us

throughout the period.

Non -Revenue Water

I'he company like any other water service provider is faced with problem of water losses that currently stand

at 36 percent, an improvement to previous year of 39 percent. The Non-Revenue Water (NRW) is mainly

attributed to illegal water use by unscrupulous individuals, under registering of old meters, leakages and

bursts of old and dilapidated pipelines and pipeline damages caused by road contractors. In order to reduce

the NRW, the company has implernentecl several interventions among them investigating and liaising with

the authorities including the newly fonned rvater police unit to apprehend the culprits illegally using water,

rehabilitation of old and dilapidated infrastructure , regular monitoring of category one consumer meters

(heavv Consumers).

staff 
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The achievements registered over the period rvould not have been possible rvithout the proftssionalism and

teamwork of our staffrvho remained committed throughout the period to affend our customer needs. On the

other hand, towards improvement of our staff welfare, we legularly train our staff ott various aspects in the

service.

Conclusion

I take this opportunity to thank the County Government of Meru for providing an enablirtg environment for

service delivery. We also cannot forget Water sector trust fund for the Mitunguu projects l'unding which

assisted us much.

Finally, I express my gratitude to the Board of Directors for the ccntinued guidance and support they provide

to the Cornpany.

Regards

Romano Mwito

Managing Director

Meru County Rural Water & Sanitation Services Company

xiii
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7. Statement Of Meru County Rural Water And Sanitation Services Company Ltd Perfomance Against
p. r.d.terrin.d Obj."iiuet fo, fy ZOZ+IZOZS

Section gl Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting officer to

include in the financial statement, a statement of the county government entity's performance against

predetermined objectives.

The comparry has strategic pitlars antl objectives within its annual work plans for the FY 202412025

These strategic pillars are as follows:

I'illar l: lncrease water supply coverage

Pillar 2: Operation efficiency and customer service

Pillar 3 : Financial sustainability

P i I lar 4 : Institutiona I Capacity/stren gtheni ng

Pillar 5: Corporate Governance

The assessment of the Board's performance against its annual work plan is done on a quarterly basis. Meru

county rural water and sanitation Company continued to implement its performance targets set for the FY

2024/2025

lvleRu WASCO strategic plan is in the place

xlv
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8. Corporate Governailce Statement

The Board of dircctcrs of the Company is responsible for the (iovr:rnance of the Cornpany. Good corpotale

goyefirance is a fundamental part ol'the culture and business practices of the Company. The key aspects of

thc Coprpany?s corporate goveinance franrelvork and primary corpr)late govelnance prlctices ior the year

are outlined belorv.

l'he Board of directors

The Board's lnost significant responsibilities are:

Stal(eholder interests

. Guiding the Company rvith a vierv to long-tenn prc',vision of clean attd safe.l;ater at low cost having

. rcgard to the interests of all stakeholders, including custonters, regulators, statTand the communities

in.the areas in which tlre Cornpany operates;

. Proviciing strategic direction to the Company rvith a focus on consistent business performance,

behaviour, transparency and accorrntabi iity; and

o Reviewing a.nd monitoring corporate govemance and corporate sociai responsibility.

Strategy

o Reviewing, approving and monitoring corporate strategy and plans;

o Reviewing, approving and monitoring major investment and strategic commitments.

Performanc

o Reviewing business results; and

o Monitoring budgets.

Integrity of external reporting

o Reviewing and monitoring the prccesses, controls artd procedures rvhich are in placc to maintain the

integrity of the Conrpany's accounting and financial records and statements, and

o Reviewing and monitoring reporting to stakeholders and regulators

Risk management and compliance

. Monitoring and reviewing the risk management processes, the Company's risk profile and the

processes for compliance with prudential regulations and standards and other regulatory

requirements; and

o Reviewing and monitoring processes for the maintenance of adequate credit quality, Executive

review, succession planning and culture

xv
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o Approving key executive appointments and remuneration, and monitOring and reviewing exeoutive

succession planning and diversity;

o Reviewing and monitoring the performance of the General Manager and senior management; and

o Monitoring and influencing the Company's culture, reputation and ethical standards.

Board performance

o Monitoring Board processes and performance. The Board has reserved certain powers for itself and

delegated authority and responsibility for day-to-day management of the Company to the General

Manager. Delegations are subject to strict limits. The Managing Directors authorities and

responsibilities include:

o Development and implementation of Board approved strategies;

o Setting operirtional ptans within a coinprehensive risk management framework; and

o Sound relationship management with the Company's stakehblders. All delegated authorities

provided by the Board to the Managing Director are reviewed as required.

Cornposition of the Board.

The members of the Board and the period each member has been in office are set out in the Report of the

Directors. The composition of the Board is driven by the fbllowing principles:

o The Board will be of an appropriate size and as recommended by the regulator to allow efficient

decision making;

o The Chairman of the Board was elected by all the other Directors;

e The Board shculd be representative of all the areas of operation of the company

o The composition of the boarcl should be such that neither gender is more than two thirds

. The Board shoulcl consist of directors with a broad range of expertise, skills and experience from a

diverse range of backgrounds, including sufficient skills and experience.

Board meetings

The company board of directors conducts its meetings according to the rules and procedures contained in

its governing documents. T'here were three meetings held in each quarter that is audit committee meetirrgs,

finance administration and technical committee meetings and the full board meeting. During the year the

company held two audit cominittee meetings, two finance, administration and technical meeting and trvo

tull board meetings.

l'he committee rvas constituted and had the fcllowing members:

xvl
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During the financial year 202412025 the board held 14 meetings. The details of the attendance at these

meetings are as set out below:

COMMITTEE MEETINGNAME OF THE
DIRECTOR

FULI-
BOARD
NIEETING

NAME OF
THE
COIVII./ITTEE

ATTENDED ELIGIBLE
TO
ATTEND

ATTENDED

Mr. Lawrence
Ngituju

3 3 Special
Audit
Irinance
Technical

2 2

0 0

Abiah Ntinyari
Kirimaniah

3 3 Special
Auclit
Finance
Technical

2
a
J
a
J

3

2

3

.̂)

3

Joseph Kirimi
Muthamia

0 2 Special
Audit
Finance
Technical

0

0

0

0

0

0

0

0

Charles Mwenda 2 2 Spccial
Audit
Finance
Technical

2

3

3

3

6

3

3

3

Joyce Kaaria 2 2 Special
Audit
Irinance
Tcchnical

2

3

3

3

2

3

3

3

Water Sector Reforms

The Constitution of Kenya 2010 devolved the provision of water services to the County governinents.

Consequently, the County Assembly of Meru passed a bill to provide for development, regulation and

management of county public works related to water and sanitation services. Thc Act provides f<rr the

creatiol of Meru County Urban Water and Sanitation Corporation to be the successor to MEWASS and

Imetha. 'fhe corporation is responsible fbr the provision of water and sanitation services in the urban

settlement lvithin Meru CountY.

ELIGIBL,E
T'O

ATTEI{D

x\/l I
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g.Management Discussion and Analysis

MeRuWASCO presents its financial performance for the year ending 30th June 2025. The company

continuecl to provide water service in its area ofjurisdiction whose mission is to provide quality water and

sanitation sen ices to its customer's delight, through a committed rvorkforce using modern technology.

Revenue

The operating revenue during the year rvas Kshs 64,397,658 an Upward trend compared to the previous

year of Kshs 59,07 6,849 The company continued to enhance distribution network capacity in order to

cleliver increased water. Tlris has helped in growing the revenue.

The company received subsidy of Kshs 510,960 from the county government of Meru inform of Salaries

fbr the staff seconded.

Expenditure

The company:s primary expenditure relates to Administration, Operation and Maintenance and Personnel

costs. The others are depreciation of assets. During the year ending 30th June 2025, expenditure of Kshs

68,860,474 was incurred as contpared to Kshs 65,080,717 in the previous year

Liquidity

In the financial year ending June2025,there was Increase in receivables by Kshs 1,903,642 There was also

increase in accounts payables Kshs 9,585,565 this is because the company was not able to settle some of

the debts. e.g. WRMA and TWSB due to financial constraints. The company had a negative rvorking capital

of Kshs 23,313,350

As at 30,h June 2025 the company had Kshs 4,231,535 as cash at hand and bank. Inventory of Kshs 968,146.

The total current assets were Kshs 45.976,754 and the total cun'ent liabilities rvas Kshs 69,290,104

therefore the company had a negative working capital of Kshs 23,3 13,350

aaa
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-l0.Enviromentaland Sustai tns
iulo,r Count), R,*l V/ater ancl sanitation sewices company cr:ists to transform lives. l'his is our purpose:

the cirivilg ftrce behincl everything we do. Its what's guides us to deliver our strateEy, putting the

customer first, ,Jeliveriiig relevant goods and services, and improving operational excelicttce. Below is an

outline of the organisations policios and activities that promote sustainability.

i) SUSTAINABILITY STRATEGY AND PROFILE

. T5e continuity of our cornpany is hinged/dependant amongother on the lbilcrving key

foundatiotts

i\ Production levels

The company has macle efforts to the abovc key foundations to reducc water scarcity which can af'fect the

company future, In.addition as part of company mandate of increasing sewerage services to Meru residents,

it as constnrcted 200 Toilets to the iesidents of Mitunguu and constructed Decentralized l'reatmelit Facility

with hctp from WSTF at lvlitunguu water scheme, this will ittcrease customers and add the company more

revenue streams.

ii) Environmental Performancc

Imetha water and sanitation company values environment and strives to protect the environrnent nlore so

its water catchment areas the management is in the process of devcloping a policy.

iii) Employee Welfare

The company recognizes that staffs are critical resource for attainment of corporate objectivcs and

personal development. The company therefore prioritises employee welfare, among other employee

management ilitiatives the following are emphasized: training, Health and safety at work place and

personal career developments. 'fo enhance compliance with occupational safety and health act the

management is proposing to develop a policy.

iV) MARKET PLACE PRACTICES

a) Responsible Competition Practice

The company acknowledges the role played by competitors in complimenting it service to all citizens under

its jurisdiction given by the regulator to supply water , rvhich is a right enshrined in the Kenya constitution'

xix
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in this regard, the company engages other water supply organisation more so the community projects and

proVides them with technical expertise in Non-Revenue water reduction and water safety.

b) Responsible Supply Chain And Supplier Relations

The company acknowledges the importance of managing suppliers through prompt payment. We endeavour

to pay supplier invoices within the credit period given by our suppliers. where the company is unable to

meet this obligation on due dates, we provide a notice to suppliers of the delay and communicate alternative

paying dates.

c) ResponsibleMarketing

The company whilc publicizing of its products, ensures that our marketing and advertisements campaign

are conducted using f'air language. are morally upright ancl adhere to other fair marketing and advertising

practices. The entity is in process fornlalising a policy document.

d) Product Stewardship

The company provides its customers with clean reliabte water, to achieve this, hourly tests are conducted

and also regular tests are carried out to attest that the water quality meets regulatory standards and conforms

to the WHO standards. The company as protected water catchment areas by planting trees and creating

awareness to community of the need to protect water sotlrces.

e). Corporate Social Responsibi I itylComm unity Engagements

'fhe company through its pro poor programmes continued to increase coverage for both water and sanitation

to the unserved and underserved rvithin its area ofjurisdiction during the financial year.

The company was be able to:

o To irnprove the health standards of Timau water scheme the company is planning to

. subsidize 200 No of pour flash toilets and constructing a Decentralised Treatment Facilitv
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Meru County Rural Water and Sanitation Scrvices Company Lintited
Aunual Reports and Financial Statements
F-or the r ended June 30 ,2025

I l.Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended June 30,

2025 rvlrich shcw the state of the Meru County rural water and sanitation services compan- affairs'

Principal activities

The principal activities of the Meru County rural water and sanitation company contiltue to be to provide

adequate, reliablq and affordable rvater in its area ofjurisdiction.

Results

The results of the Meru County rural lvater and sanitation company for the year ended June 30, 2025 are set

out on page l-27

Directors

The members of the Board of Directors lvho served during the year are shown on page v In accordance rvith

Regulation of Meru County water and sanitation services act of 2014

Auditors

The Auditor General is responsible for the statutoly audit of the Meru County Rural wqtcr and sanitation

company limited in accordance with and article 229 of the constitution of Kenya and the Public Audit Act

2015.

By Order of the Board

v

Lawrence Muriiki Ngitunju

Chairmon of Directors
Meru Countv Rural Water & Sanitation Services Company ltd
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Meru County Rural Water and Sanitation Serryices Company Limited

Annual
For the

Reports and Financial Statements
cnded June 30, 2025

I 2.Statement of Directors2 Responsibilities

Section g I of the public finance managemen t act,20l2 ancl The Public Finance Management Act, 2012 and

the State Corporations Act, require the Directors to prepare financial statements in respect of that Meru

county Rural water and sanitation company, which give a true and fair view of the state of affairs of the

Mertt county Rural water and sanitation company at the end of the financial yearlperiod and the operating

results of the Meru coung, Rural water ond sanitation company for that yearlperiod. The Directors are also

required to ensure that Meru County rural vater and sanitation services company keeps proper accounting

records which disclose with reasonable accuracy the financial position of the Imetha water and sanitation

compony. The Directors are also responsible for safeguarding the assets of the Imetha water and sanitation

company.

The Directors are responsible for the preparation and presentation of the Meru county Rurol water and

sanitatiort compony,'s financial statements, which give a tnre and fair view of the state of affairs of the Meru

county Rural water and sanitation serttices compony for and as at the end of the financial year (period) ended

on June 30, ZOZ5. This responsibility includes: (i) maintaining adequate financial management

ilrangements and ensuring that these continue to be effective throughout the reporting period; (ii)

maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial

position ofthe Imetha rvater and sanitation company; (iii) designing, implementing and maintaining internal

controls relevant to the preparation ancl fair presentation of the financial statements, and ensuring that they

are free from material misstatements, whether due to eror or fiaud; (iv) safeguarding the assets of the Meru

county water ancl sanitation company; (v) selecting and applying appropriate accounting policies; and (vi)

rnaking accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Meru county woter and sanitation company 's financial statements,

which Save been prepared using appropriate accounting policies supported by reasonable and prudent

judgements and estimates, in conformity with International Financial Reporting Standards (IFRS), and in the

manner required by the PFM Act 20l2and the State Corporations Act.

'the Directors are of the opinion that the Ment county rural water and sanitation company's tinancial

statements give a true and fair view of the state of Meru county rural water and sanitation company's

transactions during the financial year endecl June 30, 2025, andof the Meru county rural water and Sanitation

Company'sfinancial position as at that clate. The Directors further confirm the completeness ofthe accottnting

records maintained for the Meru county rural v,oter ontl Sanitation Company,which lnve been relied upon in
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Meru County Rural Water and Sanitation Services Compauy Limited
Annual Reports and Financial Statements
For the year ended June 30, 2025

tlre preparation of the Meru county rural water and sanitation company's financial statements as wcll as the

adequacy of the systems of internal finarrcial control.

Nothing has come to the attention of the Directors to indicate that the Meru county Rural u,ater and sanitation

componylvill not remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Meru county Rural water and sanitotion company s financial statements were aPproved by the Board on

25th August ,2025 and signed on its behalf by:

-

v

Lau,rence Muriki Ngituju

Chainl'tan Board of Directors

Rornano Mu,ito

Managing Director

13. Report Of The Independent Auditors-General On Meru Rural Water And Sanitation Services

Company Limited.

aaa
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REPORT OF THE AUDITOR.GENERAL ON MERU COUNTY RURAL WATER AND
SANITATION SERVICE COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2025

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lavvfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable !aws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financialstatements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnterna! Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-Genera! as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

! have audited the accompanying financial statements of Meru County Rural Water and
Sanitation Services Company limited set out on pages 1 to 61, which comprise of the

Report of the Auditor-General on Meru County Rural llater and Sanitation Service Company Limited for the year

ended 30 June, 2025
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statement of financial position as at 30 June, 2025 and statements of profit or loss and
other comprehensive income, statement of changes in equity, statement of cash flows
and statement of comparison of budget and actual amounts for the year then ended and
a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financia! statements present fairly, in all material
respects, the financia! position of Meru County Rural water and Sanitation Service
Company Limited as at 30 June, 2025 and of its financial performance and its cash flows
for the year then ended, in accordance with accrual basis of accounting method under
the lnternational Financial Reporting Standards (!FRS) and comply with Meru County
Water and Sanitation Services Act, 2014, Water Act, 2016 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. Material Uncertainty Related to Going Concern

The statement of financia! position as at 30 June, 2025 reflects current liabilities
balance of Kshs.69,290,'104 while current assets amounted to Kshs.45,976,754
resulting to negative working capital balance of Kshs.23,313,350. Further, the
statement of profit or loss and other comprehensive income reflects a loss of
Kshs.4,462,816. (2024: Kshs.6,003,869). The uncertainty of going concern has not
been disclosed in the financial statements. The Company is therefore, technically
insolvent and may not meet its obligations when they fall due. lts continued existence
as a going concern is dependent upon financialsupportfrom its creditors and the Water
Company.

ln the circumstances, the negative liquidity position is an indication of the existence of a
material uncertainty on the Company's ability to continue as a going concern.

2. Long Outstanding Trade and Other Receivables

The statement of financial position and as disclosed in Note 29 to the financial statements,
reflects gross trade receivables balance of Kshs.40,676,852 relating to trade and
receivables. This balance includes a balance of Kshs.39,435,609 in respect to trade
receivables, of which a balance of Kshs.30,578,562 had been outstanding for a period
exceeding six (6) months. There was no evidence of collection efforts or impairment
assessment, and the amount of trade receivables had increased by Kshs.1,327 ,301
compared to the previous year, despite a 1Oo/o provision in the current financia! year.

ln the circumstances, recoverability of trade receivables balance of Kshs.30,578,562
could not be confirmed.

Report of the Auditor-General on Meru County Rural Water and Sanilation Serrice Company Limited for the year
ended 30 June, 2025
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3. Undisclosed Water lnventory Held in the Distribution lnfrastructure

The statement of financial position reflects an inventory balance of Kshs.968,146 as
disclosed in Note 28 lo the financial statements. However, the Company did not value,
present, and disclose the amount of water held in the treatment plants, reservoirs, and
distribution systems at the end of the year in accordance with International Accounting
Standard on lnventories (lAS) 2.

In the circumstances, the accuracy and completeness of inventory balance of
Kshs.968,146 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
Institutions (lSSAls). I am independent of the Meru County Rural Water and Sanitation
Service Company Limited Management in accordance with ISSAI 130 on the Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethica! requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Emphasis of Matter

Budget Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.90,695,039 and Kshs.64,397,658 respectively
resulting to an under-funding of Kshs.26,297,381 or 29o/o of the budget.

The under-performance affected the planned activities and may have impacted negatively
on service delivery to the public.

My opinion is not modified in respect of the above matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
described in the Basis for Qualified Opinion section, ! have determined that there are no
key audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

Review of the progress on follow up on prior year auditor's recommendations reveals that,
several issues raised under the Report on Financial Statements, Report on Lawfulness
and Effectiveness in Use of Public Resources, and Report on Effectiveness of lnternal
Controls, Risk Management and Governance. Review of the status during audit of the
Meru County Rural Water and Sanitation Service Company Limited in 202412025
revealed that the following matters remained unresolved remained unresolved contrary
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to Section 149(2)(l) of the Public Finance Management Act, 2012 which require
Accounting Officers designated for County Government entities to try to resolve any
issues resulting from an audit that remain outstanding. The issues have been
summarized in Appendix ! while the issues which recurred have been reiterated as
substantial paragraphs in this report.

Other lnformation

The Board of Directors is responsible for the Other lnformation set out on page i to xxiii
which comprise of Key Entity lnformation and Management, The Board of Directors, Key
Management Team, Chairman's Report, Report of the Managing Directors, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of Directors, Statement of Management Responsibilities
and Statement of Performance Against Predetermined Objectives. The Other Information
does not include the financia! statements and my audit report thereon.

In connection with my audit on the Company's financial statements, my responsibility is
to read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistentwith the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
LaMulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Non-Revenue Water

The statement of profit or loss and comprehensive income and as disclosed in Note 6 to
the financial statements reflects an amount of Kshs.S8,028,499 in respect to operating
revenue, which includes revenue amount of Kshs.33,148,200 from water sales. Records
provided for audit review revealed that the Company produced 1,332,624 cubic meters
(m3) of water. However, only 825,627 Cubic meters (m3) of water were billed to
customers. The balance of 506,997 cubic meters (m3) or approximately 38% of the total
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volume of water produced, with an estimated sale price of Kshs.45,627,730 at the rate of
Kshs.90 per cubic meter (m3) represented Non-Revenue Water (NRW), which is 13%
over and above the allowable water loss of 25o/o as per the Water Service Regulatory
Board Guidelines only 333,156 m3 or 25% unaccounted water (loss) was allowable out
of the total 1 ,332,624m3 of water produced by the Company.

The excess loss ol 173,841 m3 or 13o/o of water produced during the year under review,
translating to Kshs.15,645,690 (at Kshs.9O per cubic meter) was therefore, non-
allowable.

ln the circumstances, the significantly high level of non-revenue water may negatively
impact the Company's profitability and its long-term sustainability

2. Increase in Trade and Other Payables

The statement of financial position and as disclosed in Note 43 to the financial statements
reflects trade payables balance of Kshs.54,786,254. An analysis of the schedule of
pending account payable records revealed that the current trade payables balance was
Kshs.54,786,254 while the outstanding bills for the last financial year were
Kshs.45,200,589. This represents a balance of Kshs.9,585,665 or (21%) increase in trade
payables from the financial year 202312024.This was contrary to Section 53 (8) of the
Public Procurement and Asset Disposal Act, 2015 which states that 'an Accounting
Officer shall not commence any procurement proceedings until satisfied that sufficient
funds to meet the obligations of the resulting contract (s) are reflected in approved budget
estimates'.

ln the circumstances, failure to settle obligations as and when they fall due exposes the
Company to litigation and interest claims from creditors. The Company is exposed to
possible legal actions and increased costs due to interests and penalties.

3. Non-Compliance with Fiscal Responsibility Principle on Personnel Costs

As previously reported, the statement of profit or loss and other comprehensive income
and as disclosed in Note 11 to the financia! statements reflects an amount of
Kshs.3O, 152,732 in respect of staff costs for the year ended 30 June ,2025. However, the
expenditure amount represents 44% of the total operating expenditure of
Kshs.68,860,474 which is higher than the recommended ratio of 35o/o prescribed by the
Water Services Regulatory Board (WASREB) Corporate Governance Guidelines, 2018
Section 3.9(10) which states that, when fixing remuneration of the staff, the tota!
expenditure for each financial year must not exceed the benchmarks set for the services
sector nationally, so that personnel cost as share of operations and maintenance cost
sha!! be contained within the 35%.

ln the circumstances, Management was in breach of the law.
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4. Non - Compliance with the Staff Ethnic Composition

The statement of profit or loss and other comprehensive income and as disclosed in Note
11 to the financial statements, reflects an amount of Kshs.30 ,152,732 in respect to staff
costs. Review of human resource records revealed that the Company in the year under
review had a total of one hundred (100) employees, out of whom seventy-nine (79),
representingT9o/o of the totalworkforce, were from the dominant ethnic community. This
is contrary to Section 7(2) of National Cohesion and lntegration Act, 2008 which provides
that the staff establishments of public entities to reflect the diversity of the people of Kenya
with least 30o/o of employees are expected to be from other ethnic communities.

Management was in breach of the law.

5. lmplementation of Unapproved Salary Scales

The statement of profit or loss and other comprehensive income and as disclosed in Note
11 to the financial statements, reflects an amount of Kshs.3O,152,732 in respect to staff
costs. On the Contrary, Company employees'salaries do not match those in the approved
salary structure for SRC. ln addition, the salary structure (different job groups and annual
increments) adopted by the Board that outlined salaries designed and implemented by
Company is not approved by the Salaries and Remuneration Commission.

ln the circumstances, this was non-compliance with the Circular.

6. Failure to Deduct and Remit Capacity Building Levy

Review of records revealed that the Company entered into contracts but no documentary
evidence has been provided to confirm that the County Executive complied with
paragraph 3(1) of the Public Procurement Capacity Building Levy, Order 2023 which
states that there shall be paid a levy by a supplier on all procurement contracts signed
between the supplier and a procuring entity, at the rate of zero point zero three per centum
(0.03%) of the value of the signed contract, exclusive of applicable taxes. ln addition,
Public Procurement Regulatory Authority (PPRA) circular No. 0112024 dated
30 August, 2024 which requires procurement entities to remit the levy to the Authority
through the e-Citizen payment platform by the 20th day of the subsequent month and also
file monthly returns.

ln the circumstances, Management was in breach of the law.

7. Failure to Budget for Climate Change and Financing

Review of the Company's annual budget and financial plans revealed that no provisions
for climate change mitigation, adaptation programs, or climate financing initiatives were
made. ln addition, there was no evidence of planned allocation of funds for projects or
activities that address climate risks, such as water source protection, energy-efficient
operations, or climate resilience measures, despite the Company's operations being
highly dependent on environmental sustainability. This contrary to The National Climate
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Change Act, 2016, which obligates public entities to mainstream climate change
measures into their operational and development plans and to allocate adequate
resources to address climate resilience and adaptation.

ln the circumstances, Management was in breach of the law.

8. Noncompliance With the Approved Staff Establishment

Analysis of the approved staff establishment provided for audit review revealed that the
Company recruited nineteen (19) employees outside the approved staff establishment.
This was contraryto Paragraph 3.9 of the Corporate Governance Guidelines forthe Water
Services Sector, 2018 which requires that the Board of Directors should ensure that it has
a Staff Establishment showing in-post and vacancies based on sector standard
competency.

!n the circumstances, Management was in breach of the law.

9. Failure to observe One Third of Basic Salary Payment Rule

Audit examination of payroll data submitted for the year under review, indicated that
fifteen (15) employees of the company had several instances of over-deductions made
against their salaries exceeding the required two thirds (213) of their basic salary contrary
to Section C.1(3) of the Human Resource Policies and Procedures Manual for the Public
Service, May, 2016 states that "Public officers shall not over-commit their salaries beyond
two thirds (2/3) of their basic salaries and Heads of Human Resource Units should ensure
compliance."

ln the circumstances, Management was in breach of the Manual.

The audit was conducted in accordance with ISSAI 3000 and ISSA! 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effects of the matter described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Report of the Auditor-General on Meru County Rural Water and Sqnitation Service Company Limited for the year
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Basis for Conclusion

Use of Old Water Tariffs

Review of the Company's records revealed that the Company charged customers based
on tariffs approved on 1 8 July,2014 that were to be applied from 2014lo 2017 . However,
the tariffs have since lapsed and the Company has continued to use the same old tariffs
for six (6) subsequent years without approva!.

ln the circumstances, the controls on effectiveness of maximization of water sales could
not be confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

As required by the Companies Act, 2015,1 report, based on my audit, that except for the
mafters described in the Basis for Qualified Opinion, I confirm that:

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

ii. lnformation given in the Directors' report on pages xxi to xxiii is consistent with the
fi nancial statements; and

iii. The auditable part of the Directors' remuneration report on page 24 has been
properly prepared in accordance with the Companies Act, 2015.

Basis for Conclusion

The Companies Act, 2015 requires that I report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Company's, compliance with laws and regulations. I believe that the
audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of the Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with !nternational Public SectorAccounting Standards (Accrual
Basis and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

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

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

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

Auditor-General's Respons i bi ! ities for the Aud it

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act,2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with lSSAls 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.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financialstatements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
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systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, ! am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenya.oo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.

FCPA
AUDITOR.GENERAL

Nairobi

21 November,2025

Report of the Auditor-General on Meru County Rural Water and Sanitation Service Company Limited for the year
ended 30 June, 2025

\

10



Financial
Year

Audit Issue Amount
Kshs.

1 202312024 Material Uncertainty Related to
Going Concern

6,911 ,961

2 202312024 Long Outstanding
Receivables

Trade 31,392,433

3 2023t2024 Long Outstanding Trade Payables 27,333,540

4 2023t2024 Lack of Risk Management Policy

5 2023t2024 Unconfirmed
Capital

Ordinary Share 50,400

6 2023t2024 Non-Compliance with WASREB
Guidelines on lncorporation and
Shareholding of the Water
Company

7 202312024 Un-Supported Salary Structure

B 2023t2024 Failure to observe One Third of
Basic Salary Payment Rule

I 2023t2024 Non-Compliance with the Approved
Staff Establishment

10 2023t2024 Non-Revenue Water 29,07 1 ,177

11 2023t2024 Non-Compliance with Fiscal
Responsibility Principle on Wage
B'II

43o/o

Appendices: Unresolved Prior Year Matters
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2025

14. Statements of Profit or Loss and other Comprehensive Income for the year ended 30 June 2025

Revenue

Operating Revenue 58,028,499 5 I ,588, l9l6

Grant Inconre 7 1,693,099 6,528,07 4

Other Inconres 8 4,67 6,060 960,584

Fmance Irrcorne 9

Other GainV(bsses) l0
Total Revenue 64,397,658 59,076,849

Expenses

StaffCosts ll 30,1 52,732 25,330,7 63

General and Operatioru Experses t2 23,117 ,635 21,459,845

Board Expenses l3 1,322,510 2,159,679

Maintance Experues t4 3,693,8 l0 I 1,865 ,969
Depreciation ard fum ftisation Experues l5 10,573,787 4,264,461

Finance Cost t6

Total Expenses 68,860,474 65,080,717

ProfiU(los s) Before Taxation (4,462,816) (6,003,868)

Incorne Tax Expense/(C red it) l7

PrcfiU(loss) Afte r Taxation (4,462,816) (6,003,868)

Earnings per share-Basic and Dih.ted l8
DiviJed per share l9

Othe r compre he ns ive inconre

ProfiU(los s) Afte r Taxation (4,462,816.41) (6,003,868)

Sr:rplus or Defecit on Revahntion of PPE

Renreasurernent ofNet Defined Benefit Llability

Fair value Gair(Loss) on investrnnet in Equity Iru0urnent

Desigrnted As At FVTOCI(Fair Value Tluough Other

Comprehensive Income)

Total Comprehensive inconre for the year (4,462,816.41) (6,003,868)

NW
LIDIJ}] llltr
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Meru County Rural Water and Sanitation Services Company Limited
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For the ended June 30, 2A25

15. Statement of Financial Position as at 30 June 2025

ASSE'IS

Non-current Assets

39,127,90720 50,251,840and

2lAssets

22Investment

23of tse Assets

24AssetsBio

25F ixed Interest Investments

26investrnents

27Unquoated Investnents

39,127,90750,251,840Total Non culrent assets

Currcnt Assets

1,647 ,70528 968,146

38,773,21029Tracle and other Receivables

30Tax recovarabh

3lShort term

96,04632 100,221

I I ,992,01 84,231,53533Bank and cash balarrces

52,508,97845,97 6,7 54Total Curent Assets

91,636,88596,2281594Total Assets

EQUITY AND LIABILITIES

Capital and Reserves

34Share

35Revaluatkrn Reserye

2
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Meru County Rural Water and Sanitation Sen'ices Company Limited
Ahnual Reports and Financial Statements
l-or the ended June 30, 2025

Fair Vahre Adjtstnrnt Reserve 36

Retanecl Eanrings 37 5,840,168 10,302.984

Carlital and Reserves 21,098 ,323 21,912962

Capital antl neserves 2619381490 32r2151946

Non.Current Uabilities

De0brd tax liabilily 38

Borrowing 39

Lease Liability 40

Provbbns 4l

Retiremnets Benefits 42

Total Non<unt nt liahilities

Cument Liabilitles

Borrowingp 39

I.,ease Liability 40

Provbbns 4l

Retirenrnts Benefrts Obfua tbns 42

l rade and other Payables 43 54,786,254 45,200,589

Refrurdable Deposbts and Prepaynrents 44 14,503,850 14,220,350

Dffered Income 45

Dinilexls Payable 45

Taxalion 47

l'otal Curre nt Liabilitie s 691290,104 59,420,939

TOTAL EQUI'IY AI\ID LIABILITIES 961228,594 91,636,885

'Ilrc fnarrchl statenEnts were approred by the board on 28TH Augrst 2025 and s[lred on behalf

Ilomano Mwito

Managing Director

rvinlied Mukiri

Ifcad ofFinancc
ICPAK IWNOI7874

l--

Lawrencc Muriki Ngitrrniu

Chairmatr Board of Dircctors

3



I\{eru County R.ural Water and Sanitation Services Company Limited
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16. Staternents of Changes In Equity For The Financial Year Ended 30.Iune 2025

t! 4 r 1 t

t'. 
a'

0 0 0 0 0

As at I st Julv 2023 16,306,852 19,793,833 36,100,685
New Capilal Issued

Rerahation Gain t

Transfer of Execess depreciaticn

Farir Value Adiutnem on quoted Invesfimets
profit for the year (6,003,969) (6,003,869)

Capital Developrnent received durine the year 3,547,283 3.547.283
Transftr of depreciatbn anrcrtisatbn from capital

fimd to retained earnings

DiviC.:nds paid -prior year

lnterim d ivlJerds paid- curent year

proposed frtal divlJerds

Annotbatbn of C ap ital Grarrt fi.128.154) (1.428,154)

Suphs/Deficit for the year

As at 30th June 2024 10,302,993 21.912,962 32215.945

4
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Meru County Rural Water and Sanitation Serryices Company Limited
Annual Reports and Financial Statcments
For the year ended June 30, 2025

As at I st Julv 2024 10,302,993 21,912,952 32,215,945

Issrc ofnew share capital

revahatbn Bin
Transfer ofexcess depreacitabn on revahratbn

deftrred ta:( on excess depreciatbn

Fair vahre adiwUnret on qmted investrrrents

Recurrent / Grants recired durfurg the year

proft for the year (4,462.816) (4,462.816)

CapitraUdevebprnent prants recived durine the year 367,500 367,500

Dividends palj- prbr year

Interim divirjends palj current year

proposed ft:al divljeds

Armotisation of C apital Grant ( 1 ,1 92,1 39) ( 1, i 82,1 39)

Capital Grant

Refi.urd -WSTF

Suplts/Deftit for the year 0

^4,S at 30 June 2025 5,840,167 21.098 322 26,938,489

5
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Meru County Rural Watcr and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the year ended June 30 ,2025

17. Statement of Cash Florvs For The Y ear Ended 30 June 2025

activitie sash flow fr.om
5 I,588,19158,028,4y)
5,099,92O5 10,960

f,urance inc
9 (rO,5 844,6'/61060mccmes
291,000293,500its

6.835.1609.585,665Increase of
(747,229\679,559Decrease in Invcntory

64,027,62673,77 41242

25,330,76330,1 52,732costs
21.459.84523,117,637Cerreral and Operation expenses
2.159.679| 322510Boarcl

I I,865 ,9693,693,810

c osts
10,000Rcftrnd to custotners dePosists
4,175

(1,152,625)1,9o3,U2Increase in Debtors

59,663,63 I60,2O4r5O4I)
4,363,99548 13,569 ,738Activitie sh llorv frrornNet

ActivitiesCas h lrlow
(6.637.189)(21,697,721)Purchase of PLant Properfy and Equtpments(PPE)

of PPEPrrrcceds
of as setsP

Prrrchasc of invcstment ProPertY
Purchase of cluoted intrestmettts
Procceds frorn disfxcsal of Quoted Investmertts

(6.637,189)(21,697,721)Net cash used in itrvesting activities
2,273,194(8,127,9831Net cgsh flow beficrc finaltcing Activities

flow fiom s

issue of Nerv
Proce e ds
Re
Divide nds paid

3.547,283367.500Mertr Water meters

Grant. income toRe
3,547,283367,500fiom fiNet cash

1,274,089(7,760,483)cashin cashand

10,717,929I1,992,018at lstancl cash 2024

Effects exc
11,992,0184,2311535Cash ancl cash equivalenls as at 30th Jttnc 2025

6
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Meru County llural Water and Sanitation Services Conlpany Limited
Annuel ileports and Finencial Statemcnts

For the cnded Junc 30, 2025

Ks hsI(s hs ActualKs hs Srrpplime ntaryRc vc rtttc
26297,38t 69%84,325.880 58,028,49967.899.672 16,42(t,208Ooerating Rcvenue

5 r 0.9605 10.960 5 10,960Nort Operating revenue
r.r82.r39 (0)1.1 82.1 39 I,1 82,1 39

LAJ%4.676.060 4.676.0604.676,060Other income

Otlier Gains

Total Revcnue
26,297,381 7L%90,695,039 64,397,65867 ,899 ,67 2 22,795,367Total irtcernc

I'XPIiNSES
(73.530) ttrJY/.30.079202 30,t52.73229.098,745 980,457Staf} costs
285.!',02 82%i.607 .912 1,322.5102.650.000 ( 1.042,088)lloard

.' LL6%33.691.422 t .t: ^(.Q,743.449)1.693.099 28.94L97 327 249.874
: '-, 8'72/3 9E9',", '3.7s 1.0536.98 t .053 -(3200,000)

Finance Costs
(4.M9._4341 '107o,1o

64.4t 1.140 68,860,47465.979.672Total Recurrent Expenditure

Total
21.697.721 ,i.586,178 83%24.363.899 26283,8991.920.000nditure

90.558,195 136,84422,795,367 90,695,03,,67 ,899,672Total nditurc
(26,160,537)Surplus

Notes to the budget

tsudget Rcconciliation

(26,1 60,5 37)Actual Surpllts Amounts as per the statement of Budget

2l ,697 ,721
I Relates To capital expenditures which is not disclosed irr

loss and otlter conlprehensive

the statement of profits and

4,231,535Closing Cash and Cash Equivalent as per the statemetrt of Cash flows

7

18. Statemetrt of Comparison of Budget anci Actrral Amount for the Period Ended 30 .JUne 2025

Grants AmortisaLbn

Creneral and Oncratitrns Exoenses



Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the r encled June 30 2025

1i

19. Notes to the Financial Statements

I. GENERAL TNFORMATION

Meru county rural water and sanitation services company limited (MERUWASCO) Was incorporated on

lgth October 2023 under the companies act 2O15.lts fully owned by county government of Meru and

operates as a Semi-Autonomous Govemment Agency (SACA) Its mandate is to provide water and sanitation

services in rural areas and small urbarn centers in its area ofjurisdiction.

To fully meet its mandates, the Company undertakes roles including; provision of quality and economical

water and sanitation services to customers. billing for water and sanitation services and ensuring timely

collection of dues, routine maintenance of water and sanitation services infrastructure; and ensuring that

standards and licensing requirements are complied with as stipulated by WASREB.

MeRuWASCO inherited its assets and Liabilities from IMETHA Water and sanitation company.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

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

valued amounts of certain items of property, plant and equipment, marketable securities and financial

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

liabilities at their present value. The preparation of financial statements in confonnity with International

Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. It also requires

managernent to exercise judgement in the process of appll,ing the Meru county Rural water and sanitation

co mpany's accounting policies.

The financial statements lrave been prepared and presented in Kenya Shillings, which is the functional and

reporting currency of the i[eru cotrnty rural water and sanitation company. The financial statements have

been prepared in accordance rvith the P[:M Act, the State Corporations Act, and International Financial

Reporting Standards (IFRS). The accotmting policies adopted have been consistently applied to all the years

presented.

8
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Meru County Rural \Yater and Sanitation llerryices Company Limited
Afinual Rcports and Financial Statemcnts
For the ycrr ended June 30, 2025

3. APPLICATION OF NEW AND REVISED IN'TEITNATIONAL FIhIANCIAL
' REPORTING STANDARDS (IFRS)

i) Iielevant nerv standards and amendments to published standards cffecti'rc ior the year encied 30

June 2025

(T'hc Directors have asse-*sed the applicable standards and amendments. Based on their usses.sment of

impact of application oJ'the above, they do not expect that there will be a significant iupact on the cosnpany',t

jlnancial statements. Or the following has been assessed to bc significant for the company and has been

addressed as follows....)

9

The amelldments Are effective for

annual periods beginning on or

after January l, 2024. Earlier

applicatiort is pet'rnitted

Amgndments to IAS I

titled Classification of

[-,iabilities as Curent or

Non-cuffent (issueci irr

Jariuary 2020,amended in

October 2022)

The amendments, applicable to annual periods

beginning on or after I st Januaty 2024, clarify a

criterion in IAS I for classifying a liabiiity as

non-current: the requirement lbr alt entity to have

the right to defer settlement of the iiability fbr at

least l2 nronths aftcr the reporting period

The amendnrents are effective for

annual l)eiiods beginning on ol'

after January l, 2024. Eat'lier

application is permitted.

The amendmellt, applicable to annual periods

beginning on or after I st January 2024, reqrtires

a seller-lessee to subsequently measure lease

liabilities arising from a leaseback in a way that

it does not recognise any amount of the gain or

loss.

Amendment to IFRS 16

titled Lease Liability in a

Sale and Leaseback

(issued in September

2022\

The amendments are effective for

annual pcriods beginning on or

after Janu,ary l.2024..Earlier

appli cation is perntitted.

The amendntents, applicable to atlnual periods

beginning ol1 or after lst January 2024, improve

the information atl entity provides about

liabilities arising fi'oln loan an'angetnents for

which an entity's right to defer settlement of

those liabilities for at least twelve months after

the reporting period is subject to the entity

complyirrg vyith conditions specified in the loan

arrangement.

Amendments to IAS I
titled Non-current

Liabilities rvith

Ccvenants (issued in

October 2022)

''r
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statcments
For the ended June 2025

ii.New ancl amendid standards and interpretations in issue but not yet effective in the year ended 30 June

2025.

(fhe Directors do not plan to apply any of the above until they become ffictive. Based on their assessment

of the potential impact of application of the above, they do not expect that there will be a significant impact

on the company's Jinancial statements).

iii Early adoption of standards

The entity did not -adopt any new or amended standards in the year 2025

The new standard is effective tbr

annual periods beginning on or

after January l, 2027. Earlier

application is permitted.

The objective of IFRS l8 is to set out

requil'ements tbr the presentation alld disclosure

of information in general purpose financial

statements (financial statements) to help ensure

they provide relevant information that faithfully

represents all entity's assets, liabilities, equity,

income and expenses.

IFRS l8 Presentation and

Disclosure in Financial

statements

An entity may elect t aPPIY this

standards for reporting Periods

beginning on or after I Jantlary

2027. Earlier application is

permitted.

IFRS l9 Subsidiaries

without public

Accountability

IFRS l9 Subsidiaries without public

Accountability: Disclosures IFRS l9

Subsidiaries without public Accountability:

Disclosul'es was issued in May 2024.IFRS

Accounting standards with reduced disclosure

requirements. These entities apply the

requirements in other IFRS Accounting

standards except for their disclosure

requirements .instead these entities apply the

requirements in IFRS 19

l0
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Meru County ilural Watcr and Sanitatiou Sen'ices Cornpatry Limited
Annual Reports and.Financial Staterncnts
For thc errded June 30, 2025

Notes to the financial statetnents (continued)

4.Summary cf Significant Accounting Policies '

The principle accounting policies adopted in the preparation of tiresc financial stateinents are $ct out be'lorv:

a) Revcnue recognition

Reverrue is recognisecl,to the extent that it is probable that future economic benefits will flow to \vfeRu

II/ASCO and the revenue cair be reliably measured. Revenue is recognised at the fair value of consideration

receivccl or expected to be received in the ordinary course of the MeRu WASCO's activities, net of value-

added tax (VAT), where applicable, and when specific criteria ltave been met for each of the lrleRu

WASCOs 'activities as dcsciibed below.

i, Revenue from the sale of water services is recognised in the year in which the MeRu WASCO

sanilation company delivers service to the customer, the customer has accepted the bill and

collectability of the related receivables is reasortabiy assured.

ii. Grants from National Governrncnt or County Government are recogniscd in the'year in

rvhich the I{ASCO sanitation cotnpany actually receives such grants.

iii. Finance incomc comprises interest receivable from bank deposits is recognised in profit or loss

, on a time proportion basis using the effective interest rate method.

iv. Other income is recognised as it accrues.

b) In-kind contributions

In-kind contributions are donations that are made to the Meru yt/ASCO in the form of actual goods and/or

services rather than in money or cash ternls. These donations rnay include vehicles, equipmcnt or personnel

services. Where the financial value received for in-kind contributions can be reliably determined,tbe fu[eru

WASCO includes such value in the statement of comprehensive income both as revenue and as an exPense

in equal and opposite amounts; otherwise, the contribution is not recorded.

c) Property, plant and equiPment

All categories of property, plant and equipment are initially recorded at cost less accumulated depteciation

and impairment losses.

Certain categories of property, plant and equipment are subsequcntly carried at re-valued amounts, beir,g

their fair value at the date of re-valuation less any subsequcnt accumulated depreciation and impairrnent

losses.

il



Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the r ended June 30, 2025

Where re-measurement at re-valued amounts is desirecl, all items in an asset category are re-valued through

periodic valuations carried out by independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other'comprehensive

income. Decreases that offset previous increases in the carrying amount of the same asset are charged

against the revaluation reserve account; all other decreases are charged to profit or loss in the income

statement.

Gains and losses on disposal of items of property, plant and equipment are determined by comparing the

proceeds from the disposal with the net camying amount of the items, and are recognised in profit or loss in

the income statement.

d) Depreciation and impairment of property, plant and equipment

All non-current assets are valued at historical cost and after subsequent adjustrnent with their respective

depreciation.

Subsequent costs are included in asset carrying amount or recognized as a separate asset, as appropriate.

All other repairs and maintenance are charged to the income and expenditure account during the financial

period in which they occurrecl. No asset revaluation has been carried in the year under review. Value of

water treatment plant freehold land and property is under valuation and report will be submitted when all

procedures and formalities are completed and subsequently be incorporated in the financial statement

Dsreciation:

This has been calculated on reducing balance method pro-rata to time of purchase using the following rates:

lieehokl hnd

LeasehcH Iand
Ppe ard Fittings

.lnfiastnrte Works

Phnt and

Motor vehicles motor

Computer ald rehted Equptnent

Office Equrpmenl l?urniture and Fittings

l,ooose toob

Water trreters

Depreciation and impairment of property, plant and equipment (Continued)

20

t38yrs

Syrs

25.0 I

30i
12.5

33.33

l2J

t2

3.3yrs

Syrs
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ltems cf property. piant and cquipment are reviewcd annually for imllairment. Where the carrying antouilt

of an asset is assessed as greater than its estirnatecl recovemble alnount, an impainnent loss is rocognised

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

e) Intangible asscts

Intangible asscts comprise purchased computer software licences, which are capitaliseC oil i.he Lrasis of

costs incurred to acquire and bring to use the specific softrvare. 'lhese costs are amortised over the

estimated useful life of tfue intangible assets from the year that they are available for use, usually over

thrce ycars.

g) Investntent prcperty

Investment prop?rty, u,hich is property held to earn rentals anci/or for capital appreciation (lncluding

property under construction for such purposes), is measured initialiy at cost, incluriing triinsaction

costs. Subsequelt to initial recognition, investtnent propeny is measured at fair value. Gains or losses

arising from changes in the fair value of investment property are included in profit cr loss in tire

periocl in which they arise. An investrnent property is derecognized upon disposal or rvhen thc

investment property is penhanently withdrawn from use and no future economic bettefits are

expectecl from thc disposal. Any gain or loss arising frorn derecognition of the property (calculated as

the clifference between the net disposal proceecis arrd the carrying amount of the asset) is included in

profit or loss in the period in which the property is derecognizcd.

All computer software is reviewed annually for inipairment. Wherc the carrying amount of an intangible

asset is assessed as greater thal its estimated recoverable amount, an impairment loss is recognised so that

the asset is rvritten dorvn immediately to its estimated recoverable amount.

h.) Right of use Assets

right-of-use assets comprise the initial measurement of the corresponding lease liability, lease

payments made at or before the commencement day, less any leasc incentives received and any initial

direct costs. T'hey are subsequently nreasured at cost less accumulated depreciation and impairment

losses. Whenever the entity incurs an obligatiorr for costs to dismantle and remove a leased asset,

restore the site on which it is located or restore the underlying asset to the condition required by the

terms and conditions of the lease, a provision is recognized and measured under IAS 37. To the

extent that the costs relate to a right-of-use asset, the costs are included in the related right-of-use

asset, unless those costs are incurred to produce inventories. Right-of-use assets are depreciated over

the shorter period of lease term and useful life of the underlying asset. If a lease transfers ownership

l3
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ofthe underlying asset or the cost ofthe right-of-use asset reflects that the entity expects to exercise a

purchase option, the related right-of-use asset is depreciated over the useful life of the underlying

asset. The depreciation starts at the commencement date of the lease. The right-of-use assets are.

presented as a separate line in the statement of financial position.

i) Fixed interest investments (bonds)

long-term infrastructure bonds and other corporate bonds with the intention of earning interest. Fixed

interest investments.Fixed interest investments refer to investment funds placed under Central Bank of

Kenya (CBK)

are freely traded at the Nairobi Securities Exchange. The bonds are measured at

amortized cost or at fair value through profit or loss or at fair value through other comprehensive

income (FVOCI). (Whichever is applicable).

j) Quoted Investments

euoted investments are classified as non-current assets and comprise marketable securities traded

freely at the Nairobi Securities Exchange or other regional and international securities exchanges.

Quoted investments are stated at thir value.

K) Unquoted investments

Unquoted investments stated at cost under non-current assets, and comprise equity shares held in

other Government owned or controlled entities that are not quoted in the Securities Exchange. These

are measured at fair valuc through profit or loss (FVTPL).

l) lnventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories comprises

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

price method.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts.

These are assessed for impairment on a continuing basis. An estimate is made of doubtftil receivables based

on a review of all outstancling amounts at the year end. Bad debts are written offafter all efforts at recovery

have been exhausted.

A provision of l}Yo is made on all receivables

t4
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n) Taxation

i. Current ineome tax

Income ta..x assets and liabilities fbr the currcnt period are measured at the amount e.x.pccted to tre recovered

froin or paid tc the taxaticn authorities. 'fhe tax rates and tax larvs used to computc the amottnt are those

that are enacted or substantively enacted, at the reporting ciate in the area wltere the Colnpany operates alrd

generates taxable income. Current income tax i'elating to items recognized directly in ttet assets is recognized

in net assets and not in the profit or loss statcment. Current income tax assets ancl liabilitics ibr the currcnt

perioct are measrred at the amount expectcd to be recovercd from. or paid to the taxation authorities.

Ivlanagerncnt periodically evaluates positions taken in thc tax retums with respect to situations in which

applicabie tax regulations are subject to interpretation and crstablishes provisions r,r'iters appropriate.

o) Deferred tax

Defbrred tax is provided using the liability rnethod on temporary differences between the tax bascs of assets

ancl liabilities and tireir carrying amounts ior financial reporting f;urposcs at the reporting datc.Deferred tax

liabilities are recognized for all taxable temporary differences, e)icept irr res.pect of taxabie ienlporary

differences associated rvith investments in controlled entities, associates and interests in joint ventures, when

the timing of the reversal ofthc temporary differences can be contlolled and it is pr<lbable that the temporary

dil'terences will not reverse in the foreseeable future. Dcferred tax assets are recognized for all deductible

temporary clifferences, the carry forward of unused tax creciits aud any unused tax loss<ls. Deferred tax assets

are recognized to the extent that it is prcbable that taxable profit will be'available against rvhich the

deductible temporary differences, and the carry forward of unused tax credits and unused tax iosses can be

utilized, except in respect of deductible temporary differences associa.ted rvith investments in controlled

entities, associates and interests injoint i,entures, deferred tax assets are recognized only to the cxtent that

it is probable that the tcmporary differences will reverse in the foreseeable future and taxable profit will be

available against which the temporary ditferences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to thc extent that

it is no longer probable that suflicient taxable profit will be available to allorv all or part of the deferred tax

asset to be utilized. Unrecognized defen'ed tax assets are re-assessed at cach reporting date and are

recognized to the extent that it has beconre probable that future taxable profits rvill allow the deferred tax

asset to be recovered. Deferred tax assets and liabilities are measured at the tax rates that are expected to

apply in the year when the asset is realized or the liability is settled,based on tax rates (and tax laws) that

irave been enacted or substantively enactecl at the reporting clate. Deferred tax relating to items recognized

l5
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l'L

outside surplus oi deficit is iecoghized outside surplus or deficit. Det'erred'tax items are recognized in

co*elatioh to the underlying traniaction in net assets. Deferred tax assets and deferred tax liabilities are

offset if a legally enforceable right exists to set offcurrent tax assets against current income tax liabilities

and the deferred taxes relate to the same taxable entity and the same taxation authority.

P) Borrowing Costs

B,rrowing costs directly attributable to the acquisition, construction or production of qualiffing assets,

which are assets that necessarily take a substantial period of time to get ready for their intended use or sale,

are added to the cost oithose assets, until such time as the assets are substantially ready for their intended

use or sale. To the extent that variable rate borrowings are usecl to finance a qualiffing asset and are hedged

in an effective cash flow hedge of interest rate risk, the effective portion of the derivative is recognized in

other comprehensive income and reclassified to profit or loss when the qualifying asset impacts profit or

loss. To the extent that fixed rate borrowings are used to finance a qualifying asset and are hedged in an

effective fair value hedge of interest rate risk, the capitalized borrowing costs reflect the hedged interest

rate. Investment income earned on the temporary investment of specific borrowings pending their

expenditure on qualiffing assets is deducted from the borrorving costs eligible for capitalization. All other

borrowing costs are recognized in profit or loss in the period in which they are incurred.

q) Cash and cash.equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly

liquid investments with an original maturity of three months or less, which are readily conve(ible to known

anlounts of cash and are subject to insignificant risk of changes in value. For the purposes of these financial

statements, cash and cash equivalents also include short term cash Imprest and advances to authorised public

officers and/or institutions which were not surrendered or accounted for at the end of the financial year.

r) Borrowings

Interest bearing loans ancl overdrafts are initially recorded at fair value being received, net of issue oosts

associated with the borrowing. Subsequently, these are measured at amortized cost using the effective

interest rate nrethod. Amortized cost is calculated by taking into account any issue cost and any discount or

premium on settlement. Finance charges, including plemiums payable of settlement or redemption are

accountecl for on accrual basis and are aclcled to the carrying amount of the instrument to the extent that they

a-re not settled in the period in which they arise. Loan interest accruing during the construction of a project

is capitaiized as part of the cost of the project.

l6



Mcru County Rural Watcr and Sanitation Seruices Compalry Limited
Annual Reports and Financial Statements
For tire year endeC June 2A25

s)'lrade and other payablcs

Trade and other payables are non-interest bearing and are carried at amortised cost, which is measurcd at

the fair value of contractrial value of the considelation to be paid in future in respect of goocls and seryices

sirpplierl, r,vhethcr billcd to the Meru WASCO or not, less alty payrnents madc to the supplicrs.

T) Retirement benefit obligations

The Company operates a clefined corrtribution scheme for ail full+ime employees from July 1,201? The

scheme is adninisterec! by an in-house teanr and is funded b1'contiibutions front both tir.c company and its

employees. The company also contributes to the statutory National Social Security Fund (NSSF). This is a

defined contribution schclne registercd rinder the National Social Security Act. The coinpatty's cb!igation

undei'the schenre is limited to specific contributions legislated fronr tirne to time.

U) Provision for staffleave pay

Employeesz entitlements to annual leave are recognised as they accrue at the employees. At provision is

made fbr the estirnated liabiiity for annttal leave at the reporting date

V) Exchange rate differences

The accounting records are maintained in thc functional currcncy of the primary econotnic environment in

which the entity operates, I(enya Shillings. Transactions in fbreign currencies during the yeariperiod are

translated into the functional currency using the exchange rates prevailing at the datcs ofthe transactions or

valuation where items are re-measured. Any foreign exchange gains and losses resulting fiorn the settlement

of such transactions and from the translation at year-end excltange rates of monetary assets and liabilities

denorninated in foreign currencies are recognized in profit or loss.

w) Budget information

The original budget for FY 2024-2025 was approved by the Board of Director5 st 241\r June 2025.

Subsequent revisions or additional appropriations were made to the approved budget in accordancc with

specific approvals from the appropriate authorities. The additional appropriatiolts are added to the original

budget by the entity upon receiving the respective approvals in order to conclude the final budget.

r\ccordingly, the Company recorded additional appropriations of xxx on the 20xx-20xx budget

t7
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Menr County Rural Water and Sanitation Services Company Limited
Annual
f'or the

Reports. qnd Financial Stetements
ended June 2025

x) Service concession arrangements

The Company analyses all aspects of service concession arrangements that it enters into in determining the

appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an asset to the armngement, the Company recognizes that asset when, and only when, it controls

or regulates the services the operator must provide together with the asset, to whom it must provide them,

artd at what price. Iri the case of assets other than 'whole-of-life' assets, it controls, through ownership,

beneficial entitlement or otherurise - any significant residual interest in the asset at the end of the

arangement. Any assets so recognized are measured at their fair value. To the extent that an asset has been

recognized, the Company also recognizes a corresponding liability, adjusted by a cash consideration paid

or received.

'y). Comparative figures

Where necessary comparative figures for the previous financial year have been amended or reconfigured to

contbrm to the required changes in presentation.

O) Subsequent events

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

statements for the year ended June 30, 2025.

4.Significant Judgments and Sources of Estimation [Jncertainty

The preparation of the Company's tinancial statements in conformity with IFRS requires management to

make juclgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets

and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.' However,

uncertainty about these assumptions and estimates coulct result in outcomes that require a material ajustment

to the carrying amount of the asset or liability affected in future periods.

a) Estinrates and assumPtions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting

date. tSat have a significant risk of causing a material adjustment to the carrying amounts of assets and

l8



Meru County Rural lYnter and Sanitation Serviccs Contpatry Limited
Annunl Reports and Financial Statcments
lTor the year ended June 30, 2025

liabiiitics vrithin the next finencial year. are described belorv. The Company based its a::surnptions and

estimates on p+rameters available when the financial staterneltts were. prepareci. I{owevet, existing

circumstances and assumptions about future developments may change due to marl<et changes or

circumstances arising beyonct the control of the Company. Such changes are reflected'in tlto assutnptions

when thcy occur.

b) Uset'ul lives and residual values

The useful lives and residual values of assets are assessed using the fbllowing inciicators to inform potential

funrre use and value for disposal:

o 'Ihe conclition of the asset based on the assessment of experts employed by the Conrpany.

o The nature oitlte asset, its susceptibility ancl adaptability to changes in tcchnotogy anci

Proccsses

a The nature of the processes in wliich the asset is deployed

Availability of funding to replace thc assets.O

c) Provisions

Provisions were raised and management determined an estimate bascd on tlte information available.

Additional disclosure of these estimates of provisions is inciuded in Note xxx. Provisions are measured ai

the managernent&#39;s best estimate of the expenditure required to settle the obligation at the reporting

ciate and are discounted to present value wherc the effect is material. (lnclude provisions apFlicable for your

organisation e.g. provision for bad debts, provisions of obsolete stocks and how managernent estimates these

provisions) (NB: An entity is required to disclose its material accottnting policies follorving amendment of

IAS I lvhere an entity is supposed to disclose

l9
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the June 30r

NOTES TQ THE FINANCIAL STATEMENT'S

6. Revenue

billingfo, other sernices refers to income generatedfrom serv ices such as reconnection

' T.Grants Inconre

labour

52,613,923 46,062,I 00Water Sabs
3,417 ,2913,473,97 6servpes
2,108,8001,940,600for other serubes

51,588,19158,028,499Total

510,960510,960fiom Government Effities
4,588,960from other
I ,428,1541,182,139funoftbed

Donatbns from Govetnmettt

I nkfu d corrfi butbrc/donatbns from otlrcr

6152810741,693,099TOTAI,

367,500367,500 357.500

TWWDA

Ccunty

Gclvernment of
lv{eru . ,:: 5 10,960

367.500 367,500367,500

20

I i3f,i 
'7u24

I
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Wtiisiozt
I|(IiE

Operatbnal gants

r' ,1 t /r . .i .'.
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I
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Meru County Rural water and Sanitation services company L,imited

Annual
For the

130,168Decrease in for bad debts ,:..,

-frres and penalties

-Rental Ircome

213,000416761060I nsuarance Conpenasatbn
53,530Mbcelhneous incolre(Refiurd of nroney and cash)

563,886other irrcomes
960,58441676,060Total

8. Other Incorne

9. Finance Incorne

10. Othcr and losses

2024-2025

ks hs

t-hrierest irrconp fi'oln tdasury bonds

Interest income from fieasuty bilts
,t, i ..,'l'..

Interest frorn ltom receirables

Interest fom Cornnercial banks and finalrcial irrstittrtions

hfferest on staffbans

Dirrdends

2024-2025

ks hs

Fore igr ExclrarEp gains(lnsses)

on sah of investments()n

Gairr on sale of fixed Assets

Irair Vahre gairiloss on Bbbgical Assets

Fair Value on Revalu,atbn of invstrnent

Revaluation bsses on inventory

Unrealbed

Total

2t

t

I

I

Ll-.,t .'
r 'it ':
I r1'

-

.f--.

Sale oftetrder
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Meru County Rural Water and Sanitation Services Company Limited
Annual
For the

Financial Statements
2025une 30,

NOTES TO TI{E FINANCIAL STATEMENTS

11. staff costs

21,954,81524,653,325and AlbrvancesGross
762,9372,389,193Casu,al Workers

Med bal insuiarance schenre
778,094l,l2l ,000confibutbn to social scheme
674,162434,670krn schemeconfrbutbn to

-Provisbns for bave
564,196847,316

-benefit tax
253,500253,500staffwehre

-for theOther Albwances staff
292,460396,878Afforadable
50,60056,850NTTA

25,330,76330,1521732Totals
95r00The ave rage number of employees during the ye4l

22
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Meru Counly.Rural Water and Sanitation Services Company Limited
Annual Rcports and Financial Statements
For the yea r ended June 30 ,2025

rl2 General anci

806,753I ,098 ,47 |chemicab
489,963537,882

2,583,6902,17 4,234and GasesFue

Builli water costs
153 ,68494,221Ofiice Supplies
34,33054,491Uniform and protective clothing

363,530423,563Tehcornmuni;atbn

and courbr
86,650Water and

393,710 356,294Insueratrce
132,000 132,000lLent and rates

23,000Hire ofequrpments ard vehicles
1,821 ,l 082,272,488C hims and conpcnsations
4,063,0 I 84,236,470and SubsbtenceDomestic

Travell and accomodatbnF
I , I 60,460 1,347 ,802and

121,60 I 112,735Bank
332,034336,000sewrces

Agerrcy conxnissbns
24,50065.772Publbty ad Advertbing

232,000232,000Audit fees

ftes
184,800C fees

5,27 4,580 4,686.204arrd bvies

anci recreatbn

stakehoHers expenses

Donatbns /CSR
53 8,856407,960

147,452Provbbn for Doutful Debts
412,924186,627oficce
5l ,65021 ,500

669,499707,605and conferences
9,060andN

1,.189, 1372,349,782wstf expenses
353,230 217,5 00rveb cost

237,12,5335,537SMS

21,459,845231117,635

23
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statcments
For the ended June 30, 2025

483,579240,000Cluirman Honorars
7 52,190Alhwances

instriarnce
1,67 6,1 00330,320and

ancl accotnodatbn

alhrvarrces
211591679lr322r5l0Total Board Expenses

and
15,000

10,208,7882,303,629networks

9l I ,414648,603vehbles
300,000300,000Soflrvare
430,7 67441,578Communicatbn

ater meter rnaintarrce costs

ofAccess roads
I 1,865 ,9693,693,810Total Mainte nance ExPe nses

I 3. Board

14. Maintenance nses

15. Depreciation and Amortization Expenses

16 Finance costs

4,264,4(tl10,573,787and

of use Asseb

Asset

carried at costInvestnnnt
4,264,46110,573,787Total Deprcciation and Amofiiszation

lnterest expenses on loans

LiabilitiesInterest on hase

on Bank OvcrdraftInterest

Other

Total

24
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Meru County Rural lYater and Sanitation Scrvices Company Lintited
Annual Rcports and Financial Statements
Fol' the year ended June 30, 2025

7.

nt

Rccorcilliation offax to the tax based on

18. Earnings per share

The company is incorporated as a lcgal entity under the company's act of 486 larv of Kenya as a public

limited company by guarantee with no shared holding but with stakeholders, Any profits madc are

ploughed back to finance the extension ofservices in the underserved areas hence no earning per share.

l g.Dividends per share

The company has not declared dividends for the year ended 30th June 2025 due to its incorporation as a

legal under the companyu's Act cap 486law of Kenya as a public limited company guaranteed by the

government of Kenya with no shareholding but with stakel'rolders, any profit made arc ploughed back to

finance the extension ofservice in the underserved.

Curcnt Taxatbn based on adjmted profit for the at30%

Curent ta,x prbr )ear tr:der(over)provbion

deftned ta:<

for deferred t&\uncler-

Totah

(4,462,81 6) (6,003.868)Profit before taxatbn

Tax at the applicable tax rate of 3 0%

Current tax

Prbr Year under- provbbn-

Tax e{Ects of expenses not deductible for tax ptrpose

Tax eflecyts of irrcome not taxable

Tax effects ofexcess capital alhwances o\/el'

Deferred t&\ prbr year over-provbion
(6,003,868)(4,462,816)Total

25
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Meru County Rural \Yater and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2025

20 Plant and

Depreciatbn P.ate ?00/c t3% i2% 2s% t3v, 30% 33or'o

Kshs Kstrs Ksts Kstrs Irs hs I,Gtrs IGtts IGhs tGhs

As rt lJulv 2023 290,000 29,887,675 12,903,241 20,436,476 13.621.641 t7.127 10.1 63.701 91539.v9I , I 12,030 3,207,659

Additiom 19,790 30,000 5t -297 6,536,1l2 6.637.1 89

Dboosab

Tramfer/Aditsnrnts
Revalutbn Adiusurerrs

290-000 29.887.67s t2_903_241As a( 30th iune 2024 20.456256 13.621.641 I . 142.030 3.258.956 t7.127 16.699,8 r 3 98.276.139

Additbrs 17.819.587 357.sm 415.C$2 3.W.972 2t 697 721

Dbnoslls
Tranft/Adiutrens 15,599,813 16.599.813

Reval,-ratbns

290.(m G4.q7.O7SAS et 30th June 2025 1L903,241 20,823,7fi ,i!.52L641 1.142.030 3.er4.618 17.1:27 t,o9!',9T2 119.-97 4,460
De ort cietion Ald I mrnirnr nt

22.723.625. 3.549.357At I Jrdy 2023 14,432,936 10,785.203 702.24t 2.674,249 76.759 s4.884j70
Deprecbtbn 1,432,810 1.169.235 722;79{3 7C9.109 9.974 L75.4L2 L22 42&_61
lmrairnrent

Tramltr/Aditstmerls
As rt 30th 2024 24.156.435 4.718.593 15.155.73s 16 882 59 r48 812LL,4y1,37.2 757,2L5 z,ug,ffiL

26
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Meru County Rural Water and Sanitation Services Company Limiter!
Annual Reports and Financial Statements
For the year ended June 30, 2025

hpreciatbn 8,050,12E 1,023,081 680, I 63 531,832 53,164 235,338 82 10573.787

Dhposab

lrmainrrt

Transftr/Adjwtrrrts

tu rt 30th 2025 32,206,563 5,7{1,67{ 15,t35,t97 12,026,|u u0J79 3,0u,999 16,963 69,722,619

A,S at 30th Jrm 2024 8q000 tRL240 &184,648 53m,521 U;I7,3E 384,815 409,295 245 16,6S,81:} 39,177,90i

tu at30thiune 2025 290,m0 32,2m,5U 7,161\ff7 4,987,859 L595,495 33165r 583,6i9 164 3,W4,n2 50,251,8i1

27
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Sater and Sa.nitation Services Company Limited
Financial Statements

For the June 202s

,:Valuation 
,ara.,orrrpd hv rhe Arrtnmnhiles Associat v'alue basisThe motor vehicles were valued by the Automobiles Association of Kenya market .

20(a) Property, Plant and Equipment at cost

If the freehold, and other Assets were stated on historical costs basis

Property plant and Equipment inclucles the following assets that are fully depreciated

and includes the assets that are

290,000290,000

7 ,161,5675,741,67412,903,241Plant and h4achinery
1,595,49612,026,14413,621,641

549,1223,634.121 3,084,999and rehted
372,148810,3791,182,527arrd

4,987,85815,835,89720,823,756meters
32,206,563 32,200,51264,407,075and

t6417,127 16,963tooLs
3,094,9723,094,972m

50,251,84069,722,619119,974,459Totals

Motor vchicbs

Plant arrl

arx! rehted

tinnirure ald

Total

28
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Meru County Rural Water and Sanitation Scrvices Computy Limited
Annual Reports and Financial Statemcnts
Fcr the yeor ended June 30, 2025

essets

Cost
lst2024

Additiots

At June 30th 2025

Amortizltion
lst

Charue for the year

Operring Valuation
Movements During the year
Addictions

Disposab

Irah Value Gahs(losses)

Clos ing Valuntion

Deprechtion (if at C ost)

t 2024

Charec for the year

lnrpainrrcnt Ioss

At June 30 2025

Net book Value

I-t
22.lnvestnrent

29
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Services Company Limited

assets23.

Asatl 2023

at 30 2024

at 30 2025

Asatl 2023

fur the

at 2024

brtlr
As at 30 2025

As at 30 Jur 202,1

As at tur 2025

T.,..,'..--

Cattle

Trees

Othrs spec6,

30

i zo:
I r.l
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Meru County Rurrl.\Matcr and sanitation seruices company Limited
Aunual ncial Statemcnts

25 Fixed intcnest

Cerrtal Bank ofkenya 12.50 I 5-year bond

AB Comorate Ilorxl

CD Coporate BOND
i

Balance as at I iub 2024

Additions dtning ttn year

Interest accnred dping the year

iirrestrreril rmtuities durirU tehyear

Balance at 30 the iune 2025

Openinq valuation

Movements duing the year

(-) (-)Additions

Dbposab

Fair: valrc eains(Lrsses)
Closing valuation

_-_-_ -l
invegtment

3l

For tire

The
a

,.t

Total

-+
I

a. .'t
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Meru County Rural water and Sanitation Services company Limited
Annual
F'or the

27 .Unquoted Investments
27. Investnrent

At July I

Fair vahre

At June 30

nt

IAt

bss in the

AtJ 30

Net book value

32

ended June 30, 2025

SIN Sh3No SlLsNo No
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Meru County Rural Water and Sanitation Services Company Limitcd
Annual Reports and Financial Statements
For the year ended June 30, 2025

28. Invcntories

2S.Inveutories

The value of the stock amounting to kshs 557,703 does not include the stock of rvater Held in the

treatment works as at 30th june2025

33

7,235 5,220Ceneral stores
80,3 8817 5,392Clrcmicab & laboratory funrs

350,677715,60 IWater fittinp and Acccssories
1.129,30c1Water npters

900tJnifonn and protective clothing

Fuel, oil ard lubricarils

Motor vehicle spare pafts

Goods in tansit
7 4,77 55 I ,015Stationery and gencral stores

Finished goods

Work in progress

kss : Irrpailrcnt of stocks
6,44518,903iterns

and Accessories
11647 r7C5968,146Total

. l : ',

'I

sfirNo No I{o
l-

,t

N/A

N/A

N/A

N/A
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the r ended June 2025

28 a) Reconciliation of impairrnent Allowances for inventories

29. Trade and Trade receivables

29a Trade Recievables

tlre beginning ofthe year

provbions durfutg the year

dufutg the year

Written offduring the year

At tlrc end ofthe year

38,1 08,54239,435,609T rade receiwbles (rrote (29a))

and

recoverableAdded
664,668664,66829Staffreceirables

57 6,57 5Other receivables Gmrantee

Gmss tnade and other neceivables

Provision for bad and doubtful receivable
38,77321040,676,852Net trade and other neceivables

42,342,565.00 43,644,247trade receir,lables b/d
58,028,498.65 5 1,588, l9lfor the

I 00,3 7l ,063.65 95,232,438Total bills
56,553,980.00 52,889,873Irss bilts received

42,342,56543,8 17,083.65Total bik receivable
4,234,2564,3 8 I ,708.37Provisiort for doubtfi.il receirables

38,108,30839,435,609.29Net tade receivables

As at June 30, the ageing analYsis of the gngss tnade neceivables was as follo$s:
1,000,016 168IL,ess than 30

721,600 1,7 46,80730 ard 60
1,897,618 4,878,439Between 6l ard 90

2,426,9786,378,4399l ard 120
31,392,43333,819,4llt20

43,817,084 42,342,825Total

34
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Meru County Rural Water and Sanitation Services Company Lilnited
Annual Reports and tr'inancial Statemcnts
F or the yen r ended Junc 30 ,2025

Zgb) Reconciliation of, irnpairment Al lowailces for trade receivablcs

29(c) Staff Rece ivables

Allowances fo r staff rece iwlb les

30 Tax recoverable

At the beginning ofthe year

Additional provbions dtring the year

Recovered dtnine tlre year

Written offdtring the year

At l.he end ofthe )'ear

664,668664,928Gross staffbans and advances

Provbion 6r loss

[rss: Anmtrn8 dtrc witlfn one year
664,928 664,668Amounts dtre after one year

2024-2025

KShs

664,668.00 664,668At the beginnfutg ofthe )'ear
260.00

Recovered durirg the year

Written ttte
664,668664,928.00At the end ofthe year

of thebe

Inconr tax charge for the year (note l7)
(note Im

tru( the

At end ofthe year

35
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Meru Countv Rural VYater and Sanitation Services Company Limited
Annual Re'ports and Financial Statements
For the ended June 2025

31. Short Term

32. Prepayments

33 Bank and cash Balances

Detailed analysis of cash and cash Equivalents

Commercial banks

Bank of
Cormrercial Bank

Bank

benk

Sacco

Totals

93,046100,221

3,000

96,04610022tTotals

I I ,990 ,7164,230,431Cash at banh
1,3011,104Cash in harrd

Mobih accotutt
111992,0184,231,535Totals

36
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Meru County Rural Watcr and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the yeor ended June 30, 2025

86,760.5 1I r200232r0300 796,061Co-operative Ilank
263r r360232r0300Co-operative Bank

I 100023210300 0 22,923Co-operative Bank
31,177 1,809r 920288caDital Sacco

104028267615rIlurty Bank I
499,396I 40285002143 1,680EquO Baltk 2

l 100543292001 27,251 10,351Co-operative Baltk
602,006 156,978l l 002432920002Co-operative Bank

0102026299e400 128,120capital Sacco

77 16474456 I 13,468National Bank
7,035,4442,530,368Fanrily Bank

4,230,431 11,990,716Sul> total
0b) On - call deposits

Co-operatirc Batrk

Others

Sub total
c) Fixed deposits acgount

Other Corrmrerchl banks

Others :

Sul> total
Sub totrl

Cash in transit
l, 104 1,301Cash tr harrl

Mobile nnney accourt
I,104 I,301Sub total

11,992,0184,231,535Grand totsl

177 79t

Authorizrd:
XXX ordinaly shares ofKstrs. pAr value each

Issued and

XXX ordinary shares ofKshs. par value each

34. Ordinary share capital

35. Revaluatiou Reserve

The revaluation reserve relates to the revaluation of certain items of property, plant and equipr,rent.

As indicated in the Statement of Changes in Equity, this is stated after transfer of excess depreciation

net of related deferred tax to retained earnings. Revaluation surpluses are not distributable.

36.Fair Value Adjustment Reserve

37
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For the yeo r ended June 30,2025

The fair value adjustment ieserve arises on the revaluation of available-for-sale financial assets,

principally the marketable securities. When a financial asset is sold, the portion of the reserve that

relates to that asset is reduced from the fair value adjustment reserve and is recognised in profit or

loss. Where a financial asset is impaired, the portion of the reserve that relates to that asset is

recognised in profit or loss.

3T.Retained Earnings

The retained earnings represent amounts available for distribution to the entiqt's shareholders.

t1ndistributed retained eamings are utilised to finance the entity's business activities.

38. Deferred Tax liability

Deferred tax is calculatecl on all temporary differences under the liability method using the enacted

tax rate, currently 30%.The net defered tax liability at year end is attributable to the follorving

items

allowancesAccelerated

Unrealised

hsses carried forward

Provisioru for liabilities and

Net deferred tax liability

of theBalance at
C)(-)Credit to reset1/e

Under

Incorne statetrent

Balance at end of the year

38
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39.Borrorvings

a) External Bomwings
Bahnce at ofthe

Extenul bonorvings during the year
(-) (-)Repayrrents ofdtn'ing the year

Balance at end of the year

b) Domestic Bomrvings
Bahnce at beeinning ofthe year

Donrestic bonorvings dwrng thc ycar

Repaynrents ciurhg tlte year

Balancc at end of the year

C) Total Bahnce at cnd of the period 3 : n*b

39
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I\{eru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statcments

For the yea r ended June 30, 2025

NOTES TO THE FINANCIAL STATEMI]NTS

(NB: the total of this statemettt shoulcl tie to note 43 totals. Current portion of borrovings are- those borrowings that
'are 

pa),able within one year or the next Jinancial year. Additional clisclosures on terms of borrowings, nature of
bbn:otiingsi sbcurity ani interest rates shitild be discloseC). lForeign denominated loans should be restated based on

CBK closing neqn rates at the end ofJinancial yearJ

Exte rnal
Dollar denominated loan from')oo(

Pou:d denominated loan from

Euro denominated loan from n
Domestic

Bank

loan from KCB
loan

loan from Consolidated Bank

Total bahnce at erxl ofthe Year

Short term
te rm

Total

40
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tr

For the r ended June 30

40. Lease liability

4l . Provisions

External Bomwings
Dollar denominated loan fi'ont')oo( Organization'

Sterline Pourd denominated toan fi'om 'W orgallization'

denominated loan from r organizatiott'

Domestic Bonowilus
Kenya Shilling ioan fronr KCB
Kenia Shillirig bitr ftonr Barchys Bank

Bank

at end

Short term bormwims (cunpnt portion)

[.one term bomrvings
Total

-t-l
-tAdditbral Provbbns . \

(-)G)l(-)(- )l (-)Provbion uilbed , ,

-l-l
.I

Bahnce

Provision Details

4. Retirements Benefit Obl

C urrent Portion of Provis ions

of Provbions
'fotal

Kshs [GhsKshs IG hsIGhs

bcrpfit obligatbn

N on- ctrrerr beneft oblEatbn

Total

4l

ta

(r'!1. '

, t.:
I

? . rr

(:
a..-.t rr

;

l:r.

a

'-l'-l

-l
-l.I



I

Meru County Rural Water and Sanitation Serryices Company Limited
Reports a nd Financial Statsnen,tsAnnual

For thb June

Retirements benefit Assets/Liabi I ity

The company does not operate Asset or Liability
Notes to the financial statemettts

Rer:ognition of retirement Benefit Asset/liability

Accounts under other ln of

b) Amounts recognised in the statements of financial position

*/of/oDiscount rates
xo/of/oirrcreasesFuture
>{/o*/oincreasesFr,rture
f/of/o
f/o*/o
)fixxWithdrawals
)o()o(Ill heahh

)(/x years)o( years
R ctirement

The return on def,ured assets

lnlosses fromActu,arial

in financiallossesActuarial

and losses frontActuarial

Others

fbr restrictions on the defu:ed bencfrt asset

Remeasunement of the net defined benefit liability (asse0

Present vahre ofdelineC berrefit o
(-)(-)val,r

Restrictbns on asset

:a-b

Ottreru

42
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Meru County Rural.Water and Sanitatiorr Scrvices Conrpany Lilnited
Annual Reports and Financial Statements
For the year ended June 30 ,2025

Retirement benbfi t Asset/ Liabi lity

The entity'operatesia.drifinid benefit schemb for all full-timC employees frbm lufy 1,2017:'i.he
,' i.. ;.

sciienie is aamirriSterccl by county pension Fund while CPF' are:tlrc custbdians'of the:S6hr6;: Thd

scheme is based ongYopercentage of salary of an employee at the time of retirement.

In'retha Wasco also contributes the statutory deductions to the National Social; Security Fund

O,iSSF).it is a defined contribution scheme Registered under the National Social security Act.

Currently the contribution is under tier I and tier 2

43. Trade trndr cther payables

for trade and other Trade

44. Refundable and

l'

27,333,54027,333.540Trade papbles
16, I 77.04925,762,714Accrued expenses

Errplol€e palabbs

"'l ,690.000

54,786,254 45,200,589Total ' "

0%0%onc
r 5. r 67.323 34%16.639,271 30%l -2 wars
2.699.7?(: 6%14.7 52,823 27%

,l3o/o 27 ,333,540 60%23,394,160Over 3 yenrs

45,200,5E95{,786,254Total

14,2201350 131929,350Bahrrce

293,500 29l,o0t)Add received
10,000[,ess: refMed

custotIErs

Retentior/Contact

Others
14,503,850 141220,350Total

43
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements r :

For the yea r ended June 30' 2025

Aging Analysis for refundable Deposits and prepayments

4J.Deffered income

Deferred incorne is as follows

46. Dividends payable

The balance of dividends payable relates to unclaimed dividends, payable to different shareholders

The in BelowIS

Dividends payable analysis

0%
Under orc ytar

5%65 1,000584,500
5o/o697,5001,047,5002-3

9t%12,871,85012,871,85COrer 3
l{.220J5014,503,850'fotal

N ational/C o unty go vernnrent

Intemational fi.uders

Public contribtrtions and donations

Total defercd income

Addibns
(-) (-)(-)(-)TrzursFrs to Capial lhd
(-) G)(-)(-)Translbrs to ironr: statcm;nt

G)(-) (-)(-)Other trarsftrs
Ualance carried forward

0At tlre' ofthe
0dechred the

(-)(-)Pairj tlrc
0Bahnce at end ofthe year

44
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I

ol'o%Urrler orp vcar
ol'o%l-2 vears
%n/

/o

%%
2-3 rears

Oler 3 \'ears

foial

47 . Taxation.
2024-2025

Kshs

At beeinning ofthe year

lncorre ta,x charge for the year

0

0

Urrder(oveD provbion in pricrr yearls 0

(-)Income ta:< paiJ durilr3 the year (-)

At end ofthe )€ar 0

45
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Meru County Rural Water and Sanitation Services Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2025

48. Notes to the cash flows

(a) Reconciliation of oPe reting proliU(loss) to cash generated fion/ (used in)

operations
(6,003,869)(4,462,816)

Profit or bss befure tax
4,2&,46110,573,7 87

Depreciatbn
(1,428,154)(1,182,139)

Anrcrtizatbn

tGah)/loss on dbposal of rrroper$, phrt and eqtrpnrd
(3,167,562)4,928,831

O perathg proft(loss) be fore

lVork ine capital clungcs :

(747,229)679,559(l ncrease)/decrease ir irrverilories
1.152,625(t,901,644

Oncrease)/decrease in uade and other receivables

I ncrease(decrease) h retielrrlt berreft oblimtbns

Increase(decrease) ir for staff leave pay
(4,175)

ircrease/(decrease) h prepayrre nts
1363,99413569,73E

Cash genereted fmrn/ (used in) ope ration

(b) Analysis of chaqges in loans

Bahnce at beginniqg of the Yesr
Reccbts durU the year

Repaynrents durmg the year

Repaynrnts of prevbts Year's accnrd irilerest

F ore Lrrr exclralrge (eahs)nosses

Accnrd iilcrest

Balance at end of the year

(c) Anolysis of cash and cash equivalcnts

Slnrl ternt
I1,990,7164,230,431

Cash at bank
I ,301I,104

Cash h haltd

I I,992,01 84,231,535Balance at end ofthe ycu
inte rc st

lnterest on bans

overdrafton

on lease liabilities

on bans

oftheat
G(-)

Balarrce at erd oftlr year (rptc 35(b))

of dividend

at

20rx divitlerds paid

20pi dividends paid

20px irterin divilends Pail
Balance at end

Dividerxl pail

46
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Annual Repoits hnd Financial Statements

t
I

For the ended June 30, 2025

|{otes to the tinancial statements

Other Disclosures

49. Rclatcd Party l)isclosurcs

County Government of Meru

Meru county Rural Water and Sanitation Services co is in a related party relationship with county

Government of Meru because the County owrts the 4,997 shares out of the total 5,000 shares and

the other Shares are held by CECM financc , CECM water County Secretary onc share each

Other related parties are WSTF, the company Directors and the key management, Other than thc

directors' emoluments, all transactions made with these parties are at arm's length

Other related parties include

o The county department in charge of water

o County government of Mcru
o \Vater works agencies

o WASREB (Water Setvices Rcgulatory Board

o WRA
o Water sector Trust Fund

. Key management

o Board of directors
. Key management

o Board of directors

47
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Sales to rclated

Rent Inconre front

Water sahs to Govt.

Interest incorre from Govt Commercial Banks

Interest inconre from T-bills atd Bonds

Others

hrrchases fmm rrclated

Purchase ofwater from seruce

toRent

and conftrence fees to

Bank charges paid to Govt Conrnercial banks

Interest epense to invesflrrcnts by other govt. entities

Others

Totgl
b) Gnants fium the Gove rnment

Grants from Natbnal Govt 8,13 6,243 I I ,699 ,l 17

Grants from C Govemtrcnt 510,960 849,7 44

Donations in kfud

Total 9,647 1203 12,548,861

incuned on behalf of rtlated
ofsahries and for lrct
fur and services for )o0(

ma nt nsation

Dhectols' enmlurnents 240,000 344,200

to 3,620,463 3,200,463

Total 3,860,463 3,544,663

Assets from determination of court cases

Reinrbursable indemrities and

Receivables from other

Others

entities

'fotal

48
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50. Capital Cominitment
Capital oommitrnents at the year- end for which no provision has been made in these financial

statements are

51. Contingent Assets and liability

Asset

Contingent Liability

Contlngent assets

I ns urance re imbursenrents

Assets arbfuE from determination of cotnt cases

Reimbtnsable indenmrities anC gtnrantees

Receivabies from otlrer goverrunent entities

Others (Speci&)

Tctal

Continge nt liabilities

2,272,488.00 1,821,107.50Court case Inretha wasco against the entity

Bank gurantees in frvour ofsubsi.Jiary

cortracts irrcludhg PPPs (Public Private

Partnershin)

Others (Speci$)

Total

49
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52. FINANCIAL RISK MANAGEMENT

MeRuWASCO is exposed to a variety of financial risks including credit and liquidity risks. The

company's overall risk management programme focuses on unpredictability of changes in the

business environment and seeks to minimise the potential adverse effect of such risks on its

perfbrmamce by setting acceptable levels of risk.

i) Credit risks

ii) The company has exposure to credit risk which is the risk that the customers may not be able

to pay the bills when theY fall due.

iii) The company provides a credit period of a maximum of l4 days to the water customers.

iv) Failure to pay within this period the water supply is disconnected.

v) The credit risk associated with these receivables is mininral and the allowance for uncollectible

amounts that the company has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts.

At 30 June 2025

42,342,825 (1,474,259)43.817,084Trade Receirables

6U,668.01,241,743Other Receivables

Invesfrerils

4,230,431.34,230,431tlank balarrces

(t,474259.3)47,237,924.319,288,759

J0 June 2024

42,342,825.042,342,825.0Rcceivabhs

664,668.0664,668.0Other Receivabhs

Invesfirnl,s

I I .990,7 16.3I I ,990,71 6.34,231 ,991 .4

54,998,209.3 I1.990,716.317,239,484.4Total

Credit risks (continued)

50
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The customers under the fully perfonning category are paying their debts as thcy continuc trading.

The credit risk associated with these receivables is minimal and the allowance for uncollectible

amounts that the company has recognised in the financial statemcnts is considered adequate to cover

any potentially irrecoverable amounts. The cornpany has sigr^rificant concentration of credit risk on

amounts due from 30 days.

'the Liodrdof directors s'ets.the company's creclit policies and obiectives and lays d.orvn Pli'ameteri

within lvhich the various aspects of credit risk managemcnt are operated

I-iquidity risk management

Ultirrrate rcsponsibility for liquidity risk nrarragenrent rests witlt the company's directors, who have

built an appropriate liquidity risk rnanagemertt framewotk for the managemetrt of the entity's short,

medium and long-term funding and liquidity management requirements. The entity manages liquidity

risk through continuous monitoring of forecasts and actual cash flows and maintaining a savings

account where a portion of the company's revenue is reserved

(iii) Market risk (Tailor as appropriate)

The board has put in place an internal audit function to assist it in assessing the risk faced by the

Company on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting

and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign oxchange rates which will affect the entity's inconte or the value of its holding of financial

instruments. The objective of rnarket risk management is to manage and control market risl< exposures

D

5l

At 30 June 2025
4.67 5.82e 52.t36 3E4 59.0()22132250p00Trade payables

Currer,t Dortbn of bonowings

Provicions

Deferred inconrc

Emolovee bencfrt oblieatbn
s9,062,2132,250,000 1,67 5,829 52,136,384Total

52.136.384 5e.M22t322s0.000 4,675,829

At 30 June 2024

Trade payables

Current nrrtion of bonowings

Provisions

Deferred incon:e

Emolovee benefit obligation
52,136,3E4 59,062,21.12,250,000 4,67 5,829Total

I
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within acceptable parameters, while optimising the return. Overall responsibility for managing markgt

risk rests with the Audit and Risk Management Committeo.

The company's Department in charge of risk management is responsible for the development of

cletailed risk management policies (subject to review and approval by Atrdit and Risk Management

Committee) and for the. day-1o-day implementation of those policies.

There has been no change to the Company's exposure to market risks or the manner in which it

manages and measures the risk.

a) Foreign currency risk

The Company has transactional currency exposures. Such exposure arises through purchases ofgoods

and services that are done in currencies other than the local currency. Invoices denominated in foreign

currencies are paid after 30 days from the date of the invoice and conversion ct the tinre of payment

is done using the prevailing exchange rate

52
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Notes to the financial statements (continued)

(iii) Market risk (Continued)

The carrying amount of.the Company's foreign currency denominated monetary assets and monetary

liabilities at the end of the reporting period are as follows.

The Company manages foreign exchange risk form future commercial transactions and recognised

assets and lialpilities by projecting for expccted sales proceeds and matching the sante ryitlr. exppcted

payments

b) Foreign cun'ency sensitivity analysis

The following table denronstrates the effect on the company's statement of comprehensive income on

applying the sensitivity for a reasonablc change in the exchange rate of the three main transaction

currencies, with all other variables held constant. The reverse would also occur if the Kenya Shilling

appreciated rvith all other variables held constant

c) Interest rate risk

Interest rate risk is the risk that the Company's financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises fi'om bank deposits.

This exposes the company to cash flow interest rate risk. 'l'he interest rate risk exposure arises

from interest rate movements on the cornpany's dep<lsits.

i) Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates

)

0

53

2024Current FY
0t0%Eu'o
0t0%USD

2022 Pre vious FY
t0%Euro

0l0or/oUSD
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For the r ended June 30 ,2025

Notes to the financial statements (continued)

ii) Sensitivity analysis

The Company analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The sensitivity

analysis for interest rate risk assumes that atl other variables, in particular foreign exchange rates,

remain constant. The analysis has been performed on the same basis as the prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the statement of

comprehensive income if current floating interest rates increase/decrease by one percentage point as

a decrease/increase of Kshs xxx (20xx: Kshs xxx). A rate increase/decrease of 5o/o would result in a

decrease/increase in profit before tax of Kshs xxx (20xx - Kshs xxx)

iii) Flair value of financial assets and liabilities

a) Financial instruments measured atfair value

Determination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques arc observable or unobservable. Observable inputs reflect market data

obtained from independcnt sources; unobservable inputs reflect the Compaty's market

assumptions. These two types of inputs have created the following fair value hierarchy:

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or

liabilities. This level includes listed equity securities and debt instruments on

exchanges.

ii) Level 2 - lnputs other.than quoted prices included within Level I that are observable

from priees).

Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level includes equity investments and debt instruments with

significant unobservable components. This hierarchy requires the use of obsen'able market

data when available. The Company considers relevant and observable market prices in its

valuations where possible
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Notes to the linancial statements (continued)

The following tabie shows an analysis of financial and non- financial instruments recorded at l'air value

by level of the fair value hierarchy:

T'here were no transf'ers between levels 1,2 and 3 during the year.

Financial instruments not measured at fair value

Disclosures of fair values of financial instruments not measured at fair value have not been rnade

because the car'rying amounts are a reasonable approximation of their fair values.

At 30 June 2025

Financial assets

Investments

Cash

Debtors

Financisl Linbilities
Trade ami otlpr payables

Borrowinps

Nct foreipn curency assey(liabilty)

55
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Meru County Rlral Water and Sanitation Seruices Company Limited
Annual Reports and Financial Statements
F'or the year ended June 30, 2025

Notes to the financial statements (continued)

iv) Capital Risk Management

The objective of the Company's capital risk management is to safeguard the Board's ability

to continue as a going conceln. The Company's capital structure comprises of the following

funds:

53. Incorporation

The Meru County Rural Water and Sanitation Sen,ices Company is incorporated in Kenya under the

Kenyan Companies Act 486 and is domiciled in Kenya

54. Events after the Report Period

There rvere no matter material adjusting and non-adjusting events after the reporting period

55. Cupency

The financial statements are presented in Kenya Shillings (Kshs).

resen,e
11,052,3786, I I 6,921

21,912,96221,098,322Capital reserue

321965,34027 12151243Total funds

Total borrowings

Less: cssh ard bank balances

Net deb/ (excess cash and cash equivalents)

Gearing

56
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20. Appendices

Appendix l: Progress on fotlow up of auditor recomlnendations

The following is the summary of issues raised by the external auditor, and management comments

that rvere provided to the auditor. We have nominated focal persons to resolve the various issues as

shown below rvith the associated time frarne within which lve expect the issues to be resolved.

tt---rl

Ref
No.

Issue/Observations
frorn Auditor

Material
uncertainty related
to going concern

Management Comments

Focal
Point

person t()
resolve

Status:
Resolved/l{
ot
Resolved

Time
Ft'ante

l.l

The cotnpatly has not been able to

meet its operation and rmaintellance

cost coverage dtte to the eQonom ic

inflation experienced over the few

years. [n addition the conlpally ltas

been operating on a lorv tarilf

which is tlot able to cover all the

operation cost. Hovt'evel', the

company has a new gazetted tariff

from WASITEB which will cr;ver

all the costs. Sintilarly most of the

pa),ables bclong to Govemnlent

agencies. Out of the total liabilities

of Kshs 59,420,939, I(slts.

39,07 5,992 relates to Govet'nlnent

agencies ( Water Resourcc

Authority ,wAsREB, 'IAIJA

Water works Development

Authority and Office of the Attditor

Ceneral ) the management is

Managin
ob

Director

Not
Resolved
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planning to enter into an agreement

on how to settle the same.

1.2

long outstanding

Trade receivables

The management has deployed an

officer to be in charge of debt

collection. Ill addition the

management is engaging the water

police unit to help in collection of

outstanding receivables. The

receivables have reduced bY Kshs

l,l7l ,5 14 during the year under

review from Kshs 39,280,056 to

Kshs 3 8, I 08 ,542

Commerc
ial

Manager

Not
Resolved

1.3

undisclosed water

ittventory held in

the distribution

infrastructure

The company water distribution
infrastructure comprises of the
treatment plants, reservoirs and
distribution systems In the nine
water schemes in d ifferent
capacities and sizes. The
company has embarked on
taking stork of the amount of
water held in these distribution
infrastructure at the end of each
quarter in accordance with
International Accounting
Standard on Inventories [lAS)2

Technical
Manager

Resolved

1.4

Long Outstanding

Tradc Payables

The high cost of operation and

maintenance of the companY is

due to a low tariff which was not
able to cover all the operation cost.

However, the company has a new

gazetted tariff from WASRIIB
which will cover all the costs.

Similarly most of the payables

belong to government agencies

Out of the total liabilities of Kshs

Managin
a
D

Director

Not
Resolved
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45,200,5 89, Kshs. 39,07 5,992
relates to Government agencies. (

Water Resource Authority
,WASREB, TANA Water works
Development Authority and Office
of the Auditor General ) the
managelnent is planning to ettter

into an agreement on how to settle

the sanlc.

1.5

unconfirmed

ordinary share

capital

The company is fully owned by

the county Government of Meru.
The relatiottship betweett thc
Corrnty Government of Meru and

the company was disclosed in
Note 48 of rclated party
disclosures. The process of
acquiriug share certificatcs is in
progress.( Annex 4 County
Govern trr ent correspond ences

Managin
ob
Director

Resolvcd

1.6

Inaccuracy in the

statement of cash

flow

Note 4'/ was revised to reconcile
with the cash flows

Cornmerc
ial
Manager

Resolved

1.7

Noncompliance

with WASREB

guidelines on

incorporation and

shareholding of the

water company

Meru County Rural Water Arrd

Sanitation Company
(MeRuWASCO) is fully owned bY

County Government of Mertt, The
county govenlment is in the

process of aligning the

memorandum and articles as per

the WASREB guidelines of 2018

Managin
ob
Director

Resolved

1.8

Unsupported

Salary Structure

The Salary structure was approved

by the board of directors ol't 29th

October 20 15 under miltute FB

l4ltul 2015 .

Management of MeRuWASCO
sought guidance from the Salaries

and Remuneration Commission on

the approval. Currently the

Human
Resource
Manager

Not
Resolved

\
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management is waiting for further,

directive from Salaries and

Remuneration Comm ission

1.9
Audit Fees

The management is committed to

pay the audit fees in quarterlY

installments.

Commerc
ial

Manager

Not
Resolved

2.0

Non Compliance

with The

Approved Staff

Establishment

The colnpany has an updated
ap proved staff establ ishment
which was approved by the
board of directors

Human
Resource
Manager

Not
Resolved

2.1

Failure To Observe

One Third Of

Basic Salary

Payrnent Rules

The above staffs were affected bY

the increase in Government

statutory Deductions and

introduction of new ones.

Human
Resource
Manager

Resolved

2.2

Lack of Gender

And Ethnic

Diversity

The management is committed to

adhere to the National Cohesion

and Integration Act, 2008 bY

embracing ethnic diversitY in its

future recruitments.
Human
Resource
Manager

Resolved
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2,3

Nou Adherence To

Data Protection

Act 2019

The cornpilny has applied foi'a data

protection certiFrcate from the data

protection coiltmission. In addition

the management through the board

of directors appointed an officer to

be in charge of data protection

withirr the company.

Human
Resource

Resolved

2.4
High NON
revenue Water

The company is progressivcll'
doing interventiort to reduce the
NRW to Desirable levels

Technical
Manager

Not
Resolved

2.5

Non Compliance

With Fiscal

Resporlsibility

Principles On

Wage Bill

The company operates nine rural
water schemes which are \rast,
hence the need for more
employees for efficiency and
good service delivery. Flowever
the management is wot'king
towards increasing of cu.stomer
connections through the
boreholes done by the county
government to improve on
revenues

Human
Resource
Manager

Resoived

2.6

Use Of Old Water

Tariffs

The company has a new tariff in

place from WASREB gazetted on

I lth April2025

FIuman
Resource
Manager

Resolvecl

Managing Director
Romano Mwito

28th Augu st 2025
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Appendix II Projects implemented by the company.

During the year under review the company was funded by Water Sector Trust Fund to construct a

decentralised treatment facility which was completed during the quarter.

Project

title

Project

No

donor Period

duration

Donor

commitment

Separate

donor

reporting

required as

per the

donor

agreement

Consolidated

these financial

statements

Mitunguu

water

Project

I Water

Sector

Trust

Fund

I Year 18,279,870 yes yes

WSTF18,279,870r0%1,400,007

Timau

Mitunguu
water

project

18,279,870
I

2

Ĵ
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Appendix III: Inter-Entity transfers
Meru county rural Water and sanitation cornpany Lirnited

P.O Box 487-60200, Mobile 0757 227 ll5
Meru

The Meru County rural Water and sanitation company wishes to confirm the amounts disbursed to you as at 30s June2024 as indicated

in the table below.

Reference
Nurnber

Date
Disbursed

Recurrent
(A)

Development (ts) Inter-
Ministerial

(c)

Total
(D)-(A+B+C)

Amount Rqccived
by [beneficiary

entityl
(Kshs) as at 30th

June 20xx
(E)

Differences
(Kshs)

(F)-(D-E)

Total

In confinn that the amounts shown above are correct as of the date indicated.

Name CPA Wintied Mukiri. Sign Date ... . ..2810812025

Head of Accountants department of beneficiary entity:

1'
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Appendix lV: Reporting of climate relevant expenditure
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7

V Disaster

a

(ct

Column I Column II Column
III

Column IV Column V Column
VI

Column
VII

Programme Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recove ry/m it i g ati o n/Drep aredn e ss)

Expenditure
item

Amount
(Kshs.)

Comments

6s
a

1'
; ..

.a

!
a
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