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MERU WATER & SEWERAGE SERVICES
REGISTERED TRUSTEES

CHAIRMAN'S STATEMENT FOR THE YEAR ENDED 3OIH JUNE 2OO8

Deor Slokeholders,

As o woter ond seweroge services provider in Meru town ond its environs, MEWASS
hos just concluded her sixth finonciol yeor. lt therefore gives me o greot pleosure
to present the Annuol Report ond Accounts for the yeor ended 30tn June 2008.
As we reolign ourselves to be in tondem with the wider ospirotions of our notion os
espoused in Millennium Development Gools (MDG's) ond Vision 2030, we toke
greot pride on our ochievements ond lessons leornt so for. More importontly the
reolizotion thot woter is becoming scorce every other doy ond the need to moke it
ovoiloble in sufficient quontities ond sofe for vorious competing uses is key to oll
oreos of economic development.
Your unwovering support in oll whot we hove monoged to ochieve so for connot
be token for gronied, ond for this reoson ollow me to sincerely thonk you oll on
beholf of entire MEWASS froternity for this gesture ond we look forword to o very
bright future together.

o). Milestones

For the yeors just ended, we monoged to ochieve omongst others the following:
o) Customer connections increosed from 4500 to over 5000 in the yeor.
b) lncreosed collection efficiency from 90% in June 2007 to over 95% in June

2008 (less G.O.K institutions).
c) Continued to finonce our operotionol ond mointenonce requirements

without externol funding.
d) lncreosed the coveroge oreo from 39 squore kilometer in June 2007 to

obout 46 squore kilometers in June 2008.
e) Networked with other woter service providers through the Woter service

provider's ossociotion for informotion ond experience shoring, ond formed o
forum for oddressing our common interests.

f) Continued to supply woter on o 24 hour bosis doily to our customers
throughout the yeor.

g) Applicotion of modern pockoges for MIS development
h) Acquired on office spoce neor woter treotment works thot will completely

chonge for o better working environment.
i) A review of our strotegic plon 2005-.l0, wos undertoken to in reodiness to the

plon of 20.l I -.l5.
j) Consistent high woter quolity wos provided os ottested by Kenyo Bureou of

Stondords tests reports. '
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b.) Mojor chollenges experienced in lhe yeor.

2.

Deslruclion of woler focililies
The Roods Act 2007 hos inflicted o lot of domoges on our woter focilities
locoted on rood reserves. Osiensibly oll infrostructures on the rood reserve
ore to be removed ond reinstolled of owners cost, foilure to which they
ore destroyed to give woy for rood works. On occount of this, for severol
months our customers in the whole of zone 3 (Thimongiri oreo) hove gone
without woter. The suffering both sociol ond economic to both the
customer ond MEWASS ore immense ond unworronted. Advococy for
policy chonge or exemptions is being pursued to cushion ogoinst further
domoges.
Acceleroted Fulure service demonds
Meru woter project design period wos by the yeor 2005.
We ore in the process of identifying new woter sources ond funding need
be sought in order to ensure continuous woter supply os potentiol
demond in Meru is of verge of explosion.
Low sewer coveroge (done 1974't requires thot new exponded
infrostructure be put in ploce to occommodote this fostest growing town.
Finonciol susloinobilily.
Prudent finonciol monogement ond re-investment of surpluses io increose
the number of connections ond oreo of coveroge will continue to be
pursued. However for lorge ossets development we look forword to the
principol's osset development plon.
Corporote sociol responsibilify.

We ore committed to portnerships in oreos of need within our community
ond other stokeholders in order to enhonce better living environment. We
sholl continue to endeovor in ochievement of millennium development
gools.
Exponsion in oreo of coveroge
As mentioned eorlier, there is increosed demond for our services in oreos
hitherto not coptured previously. More specificolly oreos like Meru
University college (Nchiru)ond Tigonio west district ore in dire need of
wofer services
lncreosing oreo of coveroge involves copitol works ond oiher running
costs. Finoncing these costs requires intervention of ossets developer.
Posl election crisis
Hos contributed to increosed populotion in the town ond its environs
hence likely to distort projected demond nronogemeni.

3.

tnon nce
The Trust hos reported increosed surplus os compored with previous yeor due to
increosed woter consumption by new consumers ond mojor institutionol
consumers remoined connected.
i) Totol operoting incorhe grew by 9%

4.

5.
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ii) Reinvestment copitol (surplus) grew by obout 3.3Million (opprox.45%)
iii) Totol ossets increose by more thon 14%in the yeor.

d). Boord of lrustees
Four members of the boord of trustees left during the finonciol yeor while new ones
hove joined MEWASS. On beholf of the boord of trustees, I poy speciol tribute to
them for their excellent, voluoble ond positive contribution during their tenure. For
the new members I wish them well os we continue to moke MEWASS o successful
orgonizotion in woter services delivery.
e) . Our fulure plons

To ensure thot MEWASS ochieves its mission 'to provide quolity woter ond
seweroge services to our customers, through stote of the ort technology, using o
committed workforce to the delight of oll the stokeholders' we intend to
undertoke the following:
(i) Mointoin high quolity ond performonce fhrough continued stoff troining ond

development.
(ii) Pursue ottoinmeni of highest the quolity woter stondords os prescribed by

KEBS.

(iii) Uphold individuol honesty ond integrity omong our stoff ond boord
members.

(iv) Encouroge the principle of teomwork ond togetherness.
(v) Recognize exceptionol performonce. '

(vi) Lioise with other development portners to increose ihe coveroge, quolity
ond efficiency of our services.

(vii) Sensitize ond ossist in woter conservotion to reduce wostoge.
(viii) lncreose customers within the existing supply oreo to improve our revenue

bose.

fl. Appreciotion
My sincere oppreciotion to:

. The Joponese Government through JICA Kenyo office for their continued
technicol support

. The Government of Kenyo for providing o fovouroble working
environment

. Our esteemed customers', who hove continued to enjoy our services,
poy regulorly ond for their positive criticism.

, The Boord of Trustees for their support ond commitment to sofeguording,
promoting ond odvoncing the interests of lhe Trust, stokeholders ond our
consumers ond

. MEWASS monogement ond stoff for their commitment ond dedicotion to
their duties.

@ffiSolesio
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

REPORT OF THE TRUSTEES

FOR THE YEAR ENDED 3OTH JUNE 2OO8

The Trustees submit their sixth report ancj the financial statements for the year ended 30th June
2008.

1. PRINCIPAL ACTIVITIES

The principal activities of the Trust are the provision of water and sewerage services within the
Meru Municipality and its environs.

2. RESULTS

The results for the year are set out on page 9.

3. TRUSTEES

Trustees who served during the year are shown on page 2.

5. AUDITORS

The Controller & Auditor General (Kenya NationalAudit Office) continues in office

By order of the Board of Trustees:

Secretary

DArE: 0.*..:...Q?.. =... 2ooe
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MERU WATER AND SEWERAGE SERVICES

REGISTERED TRUSTEES

STATEMENT OF TRUSTEES RESPONSIBILITIES

DArE : .Q. * :...O- 9..: A?.o-?

lvnlcr fo, t ifl FOR THE YEAR ENDED 3OTH JUNE 2OO8

The Trustees are required to prepare accounts for each financial year, which give a true and fair view of the state of
affairs of theTrust as at the end of the financial year and of its operating results for the year. They are also required
to ensure that the Trust keeps proper accounting records which disclose with reasonable accuracy al any time, the
linancial position of the Trust. They are also responsible for safeguarding the assets of the Trust.

The Trustees accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with generally
accepted accounting practice. The Trustees are of the opinion that the financial statements give a true and fair view of
the state of the financial affairs of the Trust and of its operating results. The Trustees further accept responsibility
maintenance of accounting records which may be relied upon in the preparation of financial statements, as well as
adequate syetems of internal fianancial control.

Nothing has come to the attention of the Trustees to indicate that the Trust will not remain a going concern for at least
the next twelve months from the date of this statement. ,

e

TRUSTEE

TRUSTE
,g'
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KENYANATIONALAUDITOFFICE
REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE

FINANCIAL STATEMENTS OF MERU WATER & SEWERAGE SERVICES

REGISTERED TRUSTEES FOR THE YEAR ENDED 30 JUNE 2OO8

I have audited the financial statements of Meru water and sewerage services

Registered Trustees set out on pages 6 to 18 which comprise the balance sheet

as at 30 June 2008, the income statement, the statement of changes in equity

and the cash flow statement for the year then ended, together with a summary of

significant accounting policies and_other explanatory notes in accordance with

G prori=ions of Seciion 14 of the Public Audit Act, 2003. I have obtained all the

information and 
"*ptrnrtions 

which, to the best of my knowledge and belief' were

necessary for the purpose of the audit'

Trustees' Responsibility for the Financial statements

The Trustees are responsible for the preparation of financial statements which

gir" , true and fair view of the Trust's staie of affairs and its operating results in

accordance with the lnternational Financial Reporting standards. (IFRS)' This

responsiOility includes; designing, implementing and maintaining internal controls

rerevant to the preparation 
"and-fair presentation of 

-financial 
statements that are

free from material misstatement, whether due to fraud or error; selecting and

upprving appropriate accounting policies; and making accounting estimates that

are reasonable in the circumstances'

Responsibility of the controller and Auditor General

My responsibility is to express an independent opinion on the financial

statements based on the audit. The audit was conducted in accordance with the

lnternational Standards of Auditing. Those standards require compliance with

ethical requirements and that the audit be planned and performed with a view to

obtaining reasonable assurance that the financial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in the'Abstracts of Accounts. The procedyrgs selected.

depend on the auditor's judgement, including the assessment of the risks of

material misstatements, whether due to fraud or error' ln making those risk

assessment, the auditor considers internal controls relevant to the entity's

I



r-"

preparation and fair presentation of financiar statements in order to design audit
procedures th3t are approptirt" in tre cr:rc,mJ,1n."., but not ioi'*," purposes ofmaking an opinion on in"'"n"ctiveness Jin"'irrst,s internar contrors. An auditalso includes evaluatirg th;';;propriaten"r, or accounling poricies used and the
reasonabreness of ac60unting estim"tur-mroe.by tnu-ti.i"lr, as we, as
evaluating the overalr pt"t"ni"iion or tne-nrrr.irl statements.--ioetieve that the;:3,,l #'ir"J::.?t$',ff*i' ',m.i";i ;;i';il;fpriate to provide a reasonabre

1. Non_Current Assets

The non-current assets balance-oJ Kshs.34,6 60,122as at 30 June 2oogexcrudesan undetermined varue or asl"ts which ;;;'oonaiJ i; ;;=frust by MeruMunicipar councir 
"no 

-nrilr:.t.v 
of ir;;;.rent 

_.and Naturar Resources.[inTi[llJ l;;", ?fi,;:?:,mi j::,']i t,r*[],, th at the ba,ance- 
-#

2. Debtors- Water and Sewerage Statement

Although the_-balance sheet reflects a debtors account balance of
Kshs'38'930'405' tne scneolril]'rno tistings [roij"o for audit ,"it""t/ a figure of
Kshs'44'946'651 ,grir.]""il" account. The . resurtant difference ofKshs.6,016,246 nr. iot [""rr'rl.oncired or exprained. rn 

"Joiiionl,rn aging rist
was not provided and a debtois' .ii"r[*J#iJ, ino"puno"ni"onfirmation of
the barances was not carried ;i.- 

_ 11_a resuii, ir," ,o"quacy of the provision for
bad and doubrrur o"ui"i'iiJn]izr,zos orriri ,,rI y"r, coutd not be confirmed.5:;,*: ;1*" J:?ilJ;.,i l,Td ;t *:: eTitit !", ff "" 

rra i n th e a cc u ra cy of

3. Cash and Bank Balances

lncruded in the cash and cash equivarent of Kshs.33 ,750,678as at 30 June 2oog
rs an amount is Kshs.4,70+ ,"irl.t"o 

", "rri'on"irno. However, the board of
survey constituted by the rtrti io,. *re yeai 

"ni'exurci.e, confirmed a cash on
hand amount of 

.r3nt ss,aii'' N";_ reconciriation of expranation was offered for
the difference of x.n..sb,iig. ''lr.tn"r,-rli-irJrlo"o,in 

the 
"asr, 

,no bank
barance of Kshs.3s,lio,6ie'"'i. ,n 

.amount or k.ns.s 2,107,400 inoicateo as
relating to fixed deposiiJ. 

'io*"vera1ne_supp*irg 
oocuments provided for the

deposits add up to a figure 
"i- 

ii.n. zz,ao3l6ir".""i'. in the previous instance .no
reconciriation or expran-ation *r.l*iteo ror't-nl'o'ti"n"" of Kshs.g, 243,74g..ln the circumstancgg, it was not_possibre to confirm that cash and cash
equivatent barance or *.nr.ilisolorb *r, irirrv .[]Lo as at 30 June 2oo..

2



Opinion

Except for the foregoing reservations, in my opinion, proper books of account
have been kept and the accompanying financial statements give a true and fair
view of the financial position of the Trust for the year ended 30 June 2008 and of
its surplus and cash flows for the year then ended in accordance with the
lnternational Financial Reporting Standards and comply with both the Water Act,
2002 and the Trustees (Perpetual Succession) Act, Cap 164 of the Laws of
Kenya.

C
A. S, M. mbu

AND AUDITOR GEN

Nairobi

5 October 2009
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MERU WATER AND SEWERAGE SERVICES

REGISTERED TRUSTEES

INCOME STATEMENT

FOR THE YEAR ENDED 3OTH JUNE 2OO8
+.

Turnover
Other lncome
TotalOperating lncome

Add:Operating Grant

EXPENSES:

Administration and Estabtishment (Restated)

Selling and Distribution

(Deficit)isurplus from Operating Activities (Restated)

Net Finance Costs

(Defi cit)/Surplus Before Taxation

Taxation

(Deficit)/Surplus After Taxation (Restated)

\

Notes

1(b)
4

2008
Kshs

62,099,875
8.515,516

70,615,391

832,581

71.447.972

(33,8',t7,872)
(26.556,081)
(60.373,953)

11,074,019

(193,635)

10,880,s84

(310.472\

10ls9.gl2

2007
Kshs

55,828,002
8,778,097

64,606,099

64.606.099

(25,778,242)
G1.27',1.406)
(57.049.648)

7,556,451

(203.185)

7,353,266

(133.591)

7.219.515

5

6
7

8
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Water tor l-lfc

ASSETS

NON-CURRENT ASSETS
Property, plant & equipment (Restated)
lntangible assets
Other Assets

CURRENTASSETS
lnventory
Receivables and prepayments
Cash and cash equivalents

TOTAL ASSETS

RESERVES AND LIABILITIES

TRUST FUND
Grants
Revenue reseryes (Restated)

NON-CURRENT LIABILITIES
Related parties

CURRENT LIABILITIES
Consumer deposits
Payables and accruals

TOTAL EQUITY AND LIABILITIES

The financial statements
on its behalf by:

G

TRUSTEE...

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

BALANGE SHEET AS AT 3OTH JUNE 2OO8

Notes 2008
Kshs

2007
Kshs

1(c) & ll
llel & 12

13

14
15

15

17

18

u,660,122
1,022,008
8,783,403

44.465.533

4,184,U2
38,930,405
33.750.678
76.865.725

121.331.258

5,237,246
54,950.384
60.187.630

43.553.653
43.553.653

6,836,391
10.856.224
17.692.615

24,892,096
1,308,937
9.974.272

36.175.305

3,879,698
25,604,223
40.273.228
69.7s7.149

105.932.454

6,550,639
43,905,983
50.456.622

43.553,653
43.553.653

5,744,025
6.178.154

11.922.179

19
20

121.433.898 105.932.454

were approved by the Board of rrustees on . t{.!.nu:q#.i.....2008 and signed

)
)

)

)

)

o er E :.0..*- :. .8?. :.k fr

.;

l',1
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l

rl
I
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 3OTH JUNE 2OO8

--
ultal+r ,o, Llfe

Notes

At 01.07.2006

Transfer from Grant Account 1 (n) & {7

Transfer from Grant Account

Surplus for the year

At 30.06.2007

At 0r.07.2001

Prior year adjustment

Transfer from Grant Account I (n) & i7

Surplus for the year

At 30.06.2008

ETilASS

Grants
Kshs

Kshs
8,360,759.00

(1,810,120)

0

6.550.639

6.550.639

(1,313,393)

5.237.246

Revenue
Reselves

Kshs
Kshs

34,876,187.00

1,8',t0,120

0

7.219.676

43.905.983

43.905.983

(838,900)

1,313,393

10.569.912

54.950.387

Total
Kshs

Kshs
43,236,945

0

0

50.4s6.622

50.456.622

50.456.622

(838.900)

0

{0.569.9r2

60.187.633

I
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MERU WATER AND SEWERAGE SERVIGES

REGTSTERED TRUSTEES

CASH FLOW STATEMENT

FOR THE YEAR ENDED 3OTH JUNE 2OO8

Operating Activities

Cash generated from oPerations

Taxation Paid

Net cash generated from operations

lnvesting Activities

lnterest received
Proceeds from disPosal of assets
Purchase of intangible assets
Purchase of fixed assets

Net cash used in investing activities

Financing Activities

Grant from related Parties
Amount owing to related Parties

Net cash generated from financing activities

lncrease in cash and cash equivalents

Cash and cash equivalents:

At the slart of the Year

At the end of the Year

21

Notes

832.581

2008
Kshs

7,976,198
(610.472\

7.665.725

2,112,591
239,442

(151,075)
n7.221.814\

(15.020.856)

832,581

2007
Kshs

22,271,477
(133.591)

22.137.886

755,938
16,072

(7.002,553)

(6.230.543)

(1%ilg)

1124.1751

15,783,168

24,490,059

40.273.227

(6,522,550)

40.273.227

33.750.677

12
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial statements are set out below:

a) Basis of accounting

The financial statements are prepared on the historical cost basis. The financial statements have been prepared in accordance

with and complywith lnternational Financial Reporting Standards.

b) Turnover

Turnover is made up of the total amounts billed during the year for water and sewerage services. lncome is recognized to the

extent that it is probable that its economic benefits will flow to the trust and the revenue can be reliably measured.

c) Property, Plant & Equipment

Property, Plant & Equipment are stated at cost, less accumulated depreciation and any impairment in value.

With effect from July 2005, the Trustees decided to change the policy and capitalise the cost of laying pipes for extensions. The

cost was to be amortised over the 5 year Service Provision Agreement period with Tana Water Services Board. However, with

effect from July 2006, the Trustees have decided to change the policy and to depreciate the capitalised expansions over their

estimated useful lives and classify them under pipes and fittings.

d) Depreciation

Depreciation is calculated on the reducing balance basis, at annual rates estimated to write off carrying values of the assets over

their expected useful lives.The annual depreciation rates in use are:

Buildings
Furniture and equipment
Motor vehicles
Water meters
Computers and typewriters
Workshop equipment
Pipes and fittings

MERU WATER AND SEWERAGE SERVICES

REGTSTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2OO8

2.5%
't2.50/o

25.0o/o

20.0%
30.0%
33.3%
12.5%

e) lntangible Assets

lntangible Assets comprise of computer software i.e the billing system and the accounting software. This is stated at cost, less

accumulated amortisation. Amortisation is calculated at 30% on the reducing balance basis, being the rate estimated to write

off carrying values of the softwares over their estimated useful lives.

f) lnventory

lnventories are valued at the lower of cost and net realisable value. Cost is determined on the average weighted basis. Net

Realizable Value is the estimated selling price in the ordinary course of the business less estimated costs of completion and

costs necessary to make the sale.

g) Deferred Taxation

No deferred taxation is provided as (hele are no timing differences.

13
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

0
FOR THE YEAR ENDED 3OTH JUNE 2OO8 (CONT'D)

h) Lease Charges

Operating lease charges are charged to the income statement on the accrual basis.

i) Retirement Benefits

The Trust and employees contribute to the National Social Security Fund, a statutory pension scheme. The Trust has
established a Staff Retirement Benefits Scheme, which was registered with the Retirement Beneflts Authority on 28th
July 2005. The assets of this scheme are held in a separate Trustee administered fund.

The Trust's contributions to the schemes are charged to the income statements in the year to which they relate.

j) Provision for Staff Leave Entitlement

A provision is made to recognise staff entitlement in respecl of annual leave not taken as at the end of the financial
year. The monetary liabili$ for employees' accrued annual leave entitlement at the balance sheet date is recognized
as an expense accrual.

k) Foreign Currency

Transactions during the year in foreign currency are converted into Kenya shillings at rates ruling at the transaction
date. Assets and liabilities denominated in foreign currency are translated into Kenya Shillings at the rates of
exchange ruling at the balance sheet date.

l) Trade Receivables

Accounts receivable are stated at their nominal value and reduced by appropriate allowances for estimated
irrecoverable amounts.

m) Trade Payables

Trade payables are stated at their nominal value.

n) Amortisation of Capital Grant

Grants received for capital assets are credlted to the capital grant account net of amortisation which is released to
lhe revenue reserves over the life of the relevant assets.

o) Bad and Doubtful Debts

General provisions are made based on theTrustees'evaluation of the trade receivables'balance and other exposures
in respect of losses, which although not specifically identified, are known from experience to be present in the trade
receivables balance.
Bad debts are written off when all reasonable steps to recover them have been taken without success.

p) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank, in hand and short term deposits with a maturity of 6 months
or less.
For purpose of the cash flow statement, cash and cash equivalents comprise of cash and cash equivalents
as defined above, net of outstanding bank overdrafts.

14
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2OO8 (CONT'D}

q) Reserves

Surplus or Deficit from income statement is accumulated in the revenue reserve account.

r) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current
year.

s) Provisions

Provisions are recognized when the Trust has a legal or constructive obligation as a result of past events and is
probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount
can be made.

Where the Trust expects a provision to be reimbursed, for example under insurance, the reimbursement is
recognized as a separate asset but only when the reimbursement is virtually uncertain.

t) lmpairment

At each balance sheet date, the Trust reviews the carrying amounts of its financial assets to determine whether there
is any indication that these assets have suffered an impairment loss.
lmpairment loss occurs where the asset is carried at more than its recoverable amount. An asset is carried at more
than its recoverable amount if its carrying amount exceeds the amount to be recovered through use or sale of the asset.

lf such an indication exists, the recoverable amount is estimated. An impairment loss is recognized as an expense
unless the relevant asset is carried at a revalued amount in which case the impairment loss is treated as a revaluation
decrease.

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including experience of future events that are believed to be reasonable under the circumstances.

i) Critical accounting estimates and assumptions:

Property, plant and equipment
Critical estimates are made by the Trustees in determining depreciation rates for property, plant and equipment.
The rates used are set out in note 1 (d) above.

ii) Criticaljudgements in applying the entity's accounling principles

ln the process of applying the Trust's accounting policies, the management has made judgements in
determining:

- The classification of financial assets and leases
- Whether the assets are impaired.

15



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 3OTH JUNE 2OO8 (CONTD)

3. THEWATERSECTOR REFORMS

Pursuant to the requirements of the Water Act 2002, the Government of Kenya (GoK) has placed all the water
assets and liabilities in the whole country under the management of Regional Water Services Boards.

ln line with these countrywide reforms, the Meru Water & Sewerage Services (MEWASS) has signed a service
provision agreement with the Tana Water Services Board (TWSB).

4. OTHER INCOME

Thimangiri pipeline Compensation
Sale of materials and labour charges
Sale of tender forms
lnterest income
Miscellaneous income

5. OPERATING GRANT

This represents various expenses paid by related parties
and development partners on behalf of MEWASS.

6. ADMINISTRATION AND ESTABLTSHMENT EXPENSES

Salaries, Wages and Allowances
Staff Welfare
Office Repairs and Maintenance
Office Supplies
Training
Telephone and Email
Audit Fees
Travelling and Subsistence
Trustees' Fees and Allowances
Electricity and generator expenses
Advertising and Public Relations
Donations and Subscriptions
Jica volunteers expenses
Social activities expenses
Legal , Professional Fees & Levies
Security
Uniforms
lnsurances
Office Rent
Depreciatlon
Armotisation of intangible assets
ASK Show
Postage
Transport
Provision for Accrued Leave
Provision for Doubtful Debts
Provision for VAT refund /KRA penalty
General Office Expenses
Minor works
Loss(profit) on disposal of fixed assets
Motor Vehicle Running Expenses

2008
Kshs

1,585,195
4,255,759

444,120
2,112,591

1'17.852
8.qr5.516

832,581

2007
Kshs

4,241,327
8,000

755,938
3.772.832

9.123,092

g

12,'167,927
150,222
461,U9

1,317,275
491,941
544,739
300,000
559,011

1,878,287
208,777
338,172
139,054
171,292

5,000
't,020,709

385,517
370,850
692,691
860,000
6,331,861
438,004
270,076

1,188,163
100

,405.320
(!71,765)
1,8891406

9,847,940
48,766

443,9U
1,086,781

359,731
567,245
300,000
345,873

2,261,132
61,805

180,503
55,000

210,717
47,014

197,110
408,480
178,019
8/,8,378
705,000

5,313,638
560,974
437,705

1,012,955
300

279,660
(q57,366)

553,467
14,500
38,256

(5.1,007)
421.732

2Lrfi242

29,950
1,100

(5e,0s8)
688.073

33.817.872
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 3OTH JUNE 2OO8 (CONT'D):-

7. SELLING AND DISTRIBUTION EXPENSES

Salaries, Wages and Allowances
Agency Fees
Repairs and Maintenance
Repairs and Maintenance-sewer system
Assorted Tools
Travel and subsistence
Revenue Stamps
Pipes and Fittings
Electricity
Chemicals and laboratory expenses
Motor Vehicle Running Expenses
Pump and generator expenses
Minor works
Night flow measurements
Water Analysis

8. NET FINANCE COSTS

Bank charges

9. SURPLUS(OEFICTT) BEFORETAXATTON

The surplus/(deficit) before taxation is stated after
charging:

Depreciation
Board of Trustees' emoluments
Auditor's remuneration
Net finance costs

Eril/ASS

2008
Kshs

2007
Kshs

11,007,711
4,646,624

683,125
422,418

35,373
252,769
107,200

4,838,786
693,414

1,697,943
'r,906,843

11,700,407
6,581,977

597,213
176,414

57,787
207,304

90,942
6,729,600
2,264,591
1,182,213
1,213,244

42,705
254,918
71,090

101,000
31.271.406

64,675
48,000

151 ,200
26.556.081

193.635

6,331,861
1,878,287

300,000
193.635

203J05

5,313,638
2,261,132

300,000
203,1 85

And after crediting:

lnterest income 2.112,591 755,938

10. TAXATION

Withholding Tax 3L0A72 113,591

The withholding tax was deducted py the paying institutions from interest income earned on fixed deposits.

The Trust has applied for exemption from income taxation because any surplus made is utilized to expand
water and sewerage services to more residents in the area. No provision for taxation has been made in the
flnancial statements.
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2008 (CONT'D)

12. INTANGIBLE ASSETS

Balance at start of year(Restated)
Additions
Armotisation

13. OTHERASSETS

This represents dormant accounts forming part of debtors
inherited from related parties. lt is uncertain as to when these
accounts will be settled:

14. INVENTORIES

Pipes and fittings
Chemicals
Motor spare pa(s
Other items

15. TRADEANDOTHER RECEIVABLES

Trade receivables
Provision for doubtful debts

Other receivables, deposits and prepayments

16. CASH AND CASH EQUIVALENTS

Cash at Bank
Cash in Hand
Fixed Deposits

Balance at start of year
Less: Transfer to Revenue Reserves
Balance at 31st December

The funds in the fixed deposit will be used to finance the capital projects lined up for the year
(see note 26)

17. GRANT

2008
Kshs

1,41',1,577
151,O75

(438.004)
1.124.648

g"ugiuo;l

3,706,310
309,870
117,370
51,091

t13LS4L

37,701,802
@.225.928)
33,475,874
5.454.531

3g,gl0J05

1,638,573
4,704

32.107.400

$u5q.gze

6,550,639
(1.313.393)

52tt24t

2007
Kshs

1,869,911

(458.334)

L11LflZ

g,f,Ja,zn

3,329,900
332,700
160,616

56.483
3.829.099

26,594,398
(3.654.162)
22,940,236

2.663.987
25,594.221

3,736,883
23,997

36.512,348
49,213.2;29,

8,360,759
(1,810,120)

0.550.s39

The capital grant represents assets donated to MEWASS by the Japanese Governmenl.
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30TH JUNE 2008 (CONT'D)

2008
Kshs

2007
Kshs

18. AMOUNTS DUE TO RELATED PARTTES

Meru MunicipalCouncil
Ministry of water

This represents the water and sewerage debtor balances taken over
from Meru Municipal Council and the Ministry of Water on 1st July 2002.

19. CONSUMER DEPOSITS

These are refundable deposits paid by customers. The deposits are
refunded when waler services to a customer are terminated:

20. TRADE AND OTHER PAYABLES

Trade payables
Provision for staff leave entitlement
Other payables and accruals

21. CASH GENERATED FROM OPERATIONS

(Defi cit)/Surplus before taxation
Adjustments for:
Depreciation
Armolisation of intangible assets
Prior year adjustment
Loss/(Profit) on disposal of assets
Operating Grant
lnterest lncome

(Defi cit)/surplus before changes in
working capital

Changes in Working Capital
lnventory
Receivables and prepayments
Other assets
Consumer deposits
Payables and accruals

15,131,313
28,422.340

43.553.$53

6.836.391

1,528,905
1,53',t,749
7.795.570

10.856.224

10,880,384

6,331,861
438,004

(59,058)
(832,581)

(2.112.591\
3,765.63s

14,646,020

(304,e44)
(13,326,182)

'1,190,869

1,092,365
4.678.070

(6,669,822)

15,131,313
28.422,340
43t53.653

5J4.025

1,932,041
1,163,640
3.082.473
oJZEJNT

7,353,266

5,313,639
560,974

(51,007)

(755.938)

5,067,668

12,420,934

1,718,635
6,573,048

97,1 30
1,O75,412

386,318
9,850,543

Cash Generated from Operations
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS:

22. PRIOR YEAR ADJUSTMENTS

23. STAFF COSTS

Staff costs include;
Provision for staff leave entiflement

This relates to effects arising from change of accounting policy on the treatment of the expansion projects as welas opening balance adjustments on depieciation orougit'forwlro

2008
Kshs

2007
Kshs

Others
Contribution to retirement benefit scheme
Contrjbution to statutory pension scheme
Contribution to benevolent fund
Other salaries, wages and allowances

1.531.749

798,777
152,537
82,500

22.138.824
23.172.638

,.031.97s

847,072
111,852
86,600

22.918.289
23-903.a(l

24. NUMBEROFEMPLOYEES

The number of employees as at 30th June 200g was 70 (2007: 71)

25. CONTINGENTLIABILTTIES

There were no contingent liabilities as at 30th June 200g

26. CAPITALCOMMITMENTS

Authorized and contracted:

Authorized but not contracted:

27. INCORPORATION

Meru water & Sewerag-e- services Registered rrustees (MEWASS) is incorporated under The Trustees (perpetualsuccession) Act cap 164, ot the Laws of k"nyr. An irrevocable declaration of rrusi was maoe in April 2001 betweenMinistry of Environment and Natural Resources.and Meru Municipal council on the one hand and the Trustees ofMEWASS on the other' effectively transferring the duty or waterino sewerage prori"ion rro, the Ministry and councilto MEWASS' MEWASS is registered with rana watei servic"r g;"ro as a Water services provider.

28. CURRENCY RISK

;lril'J;#tTXf;..',*?|]r-:tt$[?f"13r'f assets and riabirities are reported in rhe rocarcurrency. rhe rrust

29. CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).

7,245,000

4.312.000

11.5s7.000

400,000

16,799,060

lfJ99J6o
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