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TRUST INFORMATION
INCORPORATION
Meru Waiter & Sewernge Services Registered Trustees (MEWASS) 1s incorporated under The Trustees (Perpetual
Suceessiont Act Cap 164, of the Laws of Kenva An irrevocable declaration of Trust was made in April 2001 between
Ministry of Environment and Natural Resources and Meru Mumieipal C ouncil on the one hand and the Trustees of
MEWASS on the other. effectively transferring the duty of water and sewerage provision from the Ministry and Council
o MEWASS The Constitution of Kenya 2010 under the Fourth Schedule placed water and sanitation serviees to the
Count zovernments Consequently, the Transiion Authority vide Gazette Notice no 154 of 9th August 2013, transferred
saler service provision ineluding water, samtation and sewerage companies to the County Government of Meru

PRINCIPAL ACTIVITIES
he proncipe! ety of the T rust s ta provide water and santtation services within it's area ol jurisdiction

VHE BOARD

Mr Meaworia Mugambi Jomed 16th May 2018
Mr Kabn Chabary Joined 16th May 2018
Ms_ Ehzabeth Kanim Joned 16th May 2018
Mr George Kimathi Joined 16th May 2018
Mr toseph Mbenia Jomed 1st August 2018 Secretary to the Board

SECRETARY

Mr Joseph Mbera
10y Box B39 60200
MERLT

PRINCIPAL PLACE OF BUSINESS AND REGISTERED OFFICE
Situated along Kinoru -Stadum Roug

PO Boy s (200
fel Goa- 2! 0717827707
lax M6=-3132603

F-man! tnforamewass o ke
Website, wawaw mewass of ke

MERL

BANKERS

Standard Chartered Bank of Kenva Equity Bank Ltd

Mero Branch Meru Branch

PO Box 104 - 60200 PO Box 400 - 60200

MVIERE MERU

INDEPENDENT AUDITORS PRINCIPAL LEGAL ADVISORS
Ornice of the Auditor-Geneial The Attorney General

PO Box 30084 - 00100 State Law (Hi'wc

NAIRORBE PO Box 40112-00200

NAIROBI
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THE BOARD OF DIRECTORS
{-::1_1_.;1;_—7 7 Name and Qualifications Date of Birth and Experience

———

{Pr. Mugambi Mworia
[Ph.D (Range Science). Mse {(Range science),
|Bsc.Feology

Date of Birth 1953

Senior Lecturer and Chairman Department of
Agricuture Kenya Methodist University
Chairman Eastern Conservacy Kenya Forest
Services Associate consultant. Publix (Africa) Ltd

CPA Josecph Kabii Chabari

MBA(Finance). BBA(Accounting). CPA(K)

Date of Birth 1982

Chief Officer Finance and Economic Planning.
Chiel Accountant National T'reasury Mbooni Sub
County January 2008 to December 2017

\
'!

M: George Kimathi

[Pha. Climate Change and Adaptation
Mse.Natural Resources Management. Bse
(Environmental Science)

Date of Birth 28th July 1984
Ag. Chief Officer Water and Irrigation County
Government ol Meru.

Ms. Elizabeth Kanini
Dip. Business Management

Date of Birth 1974

Formerly nominated MCA from 2013 to 2017,
Land Control Board Member from July 2007 to
June 2014, Worked at Meru North Farmers
SACCO.

Mr. Joscph Kithure Mberia

B.Ars (Social Sciences). Dip Business
Management/ Administration, Principles of
Modern Management. Sales Management and
Marketing

Datc of Birth 22nd December 1965

General Manager — Commercial Division

Resorts and Cities Limited from October 2014 to
June 2017 . Various Managerial Posts-Nestl¢ Kenya
Lid 2004 to May 2012
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THE MANAGEMENT TEAM
__'_j’i;ruu: Manager's Name and Qualifications Date of Birth and Experience
= o szl
L M abiert . WAL Date of Birth 20/11/1957
s Ag. General Manager . ;
o N E . . Over 30 years experience in Water
Jr Masters Degree in Project Planning and : :
P 4 N \fl'm'lucmer:t : Design & Management of projects and
ﬁ}}iﬁd\.“ - . programmes
a0 .
AR CPA Lydiah Mukami Kinoti ;
\ ok BALydiah Mam Kingy Date of Birth 17/04/1979
f R el Ag. Finance Manager . ; .
2 | z il Over 15 vears experience in Accounting

i ey = |

BCOM Accounting. CPA(K)

& Commercial services

IMr. Chris Kaberia Mbaabu
Az Technical Services Manager
Bse Water & Environmental Engineering

Date of Birth 21'03/1983
Over 10 vears experience in water
engineering

&& \ Ms. Edith Kendi Kiogora
"\ Ag. Human Resource Manager -
"l . e Date of Birth 24/12/1979
T Bachelor of Project Planning and Over 10 i Administrati
‘_ﬁ i management, Dip.HRM ver 10 years in Administration
g3
At -
%
i -.:&':g CPA Joses Muriuki Gitonga Date of Birth 04/12/1972
vt CSRERIE g

Internal Audit Manager
BBA Acc & Fin, CPA(K)

Over 20 years experience in Audit and
Accounting

Mr. Meckson Kinyua Musyoka
Procurement Manager
BBM, Dip Supplies Management

Date of Birth 05/11/1984
Over 8 years experience in Procurement
Management




)
———

A AAEMAIAC MERU WATER AND SEWERAGE SERVICES
'« JMEWASS' REGISTERED TRUSTEES
Annual Reports and Financial Statements

For the year ended June 30 2019

CHAIRMAN’S STATEMENT FOR THE YEAR ENDED 30TH JUNE 2019

Water resource is a scarce commodity. Water is a fundamental means of attaining Africa’s
development goals. The continent faces numerous challenges ranging from food insecurity,
poverty and slow economic growth emanating from scarcity of this valuable resource. It is widely
recognised that low and middle income countries lack the capacities to effectively develop and
manage their water resources sustainably. Thus, the vast majority of the Sub-Saharan African,
Kenya being one of the countries, still faces enormous challenges in realizing the UN water
related Sustainable Development Goals. Meru County just like any other urban area in Kenya 1s
facing a rapid population growth. Similarly, the drying of rivers has adversely affected the
availability of water resource. Consequently, in the coming months, the corporation with other
stakeholders in the water sector intends to have a consultative forum on restoration, conservation

and protection of water catchment areas.

Despite the challenges the Corporation recognises the need for urgent action to provide clean
portable water and sanitation to its populace as a means of achieving the greater vision of Making
Meru Great. The Corporation has laid down strategies to ensure that the water catchment areas,
treatment, storage, distribution and recycling as well as to sensitize our customers on prudent
water use and conservation are sustainably managed.

The corporation’s strategic priority action arcas for year 2018-2020 include expansion of
distribution and transmission lines; this will enable the increase of supply of water to our
customers to cope with the current water demand. There will be resurveying and redesigning of
(ransmission lines: this will enable us to re-evaluate the current demand and upgrade the pipeline
network accordingly. In order to control pressure and cut down on maintenance costs and reduce
Non Revenue Water, the corporation will continuously install pressure reducing valves in high
pressure zones.

The current sewerage system is aged, overloaded and only serves a limited area. Therefore, the
corporation with the County government and the National government will be exploring financing
options for an expanded sewerage system to serve a larger population in Meru town and its

environs.

In conclusion let me pay a particular tribute to the very hard work by the Board of Directors,
management and staff. My special thanks to our customers who have been with us all through. All
of us who are involved with the Corporation feel a sense of privilege for the chance to be
involved.

Thank You

i ) - T
RN/ N

Dr Mworia Mugambi
Chairman of the Board,
Meru County Urban Water & Sanitation Services Corporation

v
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REPORT OF THE GENERAL MANAGER FOR THE YEAR ENDED 30'" JUNE 2019

During the vear under review, the Meru Water and Sewerage Services, being a Water Service

Provider for the Meru town Urban and its environs continued to discharge its noble role of

provision of Water and Sewerage Services to its clients within its area of jurisdiction. despite the
various challenges that were encountered. The following is the summary of undertakings and
achicvements all within the mandate of our water service provider that were covered within the
period under review.

Finance

I'he total operating income increased from 191.270.914 to 196.043.126 in the financial vear
7017/2018 and 2018/2019 financial vear (an increase of about 2.5%)

This income is realized from water sales, sewerage services and bottled water, which form the
main drivers of revenue for the utility. Other incomes includes interest. exhauster and other
revenues which are as a result of penalties and disconnection fees. There was a decrease in surplus
which was as a result of change of operational costs due to road bypass constructions within our
service area. depreciation and aging of our infrastructure.

Capital investment

Within the reporting period the trust was able to restore various distribution and service lines
which were damaged by road construction. The entity was also able to finalize the construction of
distribution line to Kaaga area which really gave a boost to the supply of water to the area.

Water Quality

Despite various challenges encountered during the rainy season the utility strived to supply
standard portable water to its consumers. Both the bacteriological and other parameters required by
the regulators were met.

Sewerage Treatment Facility

The sewerage treatment facility is overloaded since it has a capacity of 750m’ per day against a
demand of 2000m’ per day. However, a new treatment facility has been designed and it is being
funded by ADB through the National Government by Tana water works development agency. The
new treatment facility has a capacity of 8000m’ per day at an estimated cost of Kenya shillings one

Billion. The contractor is on site and the works have commenced.
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REPORT OF THE GENERAL MANAGER FOR THE YEAR ENDED 30TH JUNE 2019
CONT'D

Non-Revenue Water (NRW)

Through the efforts of the NRW team and the entire MEWASS staff. we have been able to
maintain our NRW to 15 % which is far much below WASREB benchmark of® 25%. This has
enabled us to supply the available water to our customers. Through our customer care department

we were able to give quality service to our esteemed customers.

Technology
To keep our services abreast with the new technology and to enhance our performance. we intend

to acquire an integrated information management system that will enhance all our operations.

Conclusion

[ would like to register my sincere appreciation to all our esteemed customers, all our stakeholders
and general well-wishers for their support within the period. Likewise. I thank ail the members of
staff for their untiring effort in rendering this noble service. My special thanks also o te our Chief
Executive Officer Meru County Urban Water and Sanitation Services Corporation for his guidance

and advice in our daily activities.

Thank you

_4&-.-4---—"""‘".
Robert K.Miruri
General Manager,

Meru Water & Sewerage Services (MEWASS)

Vi
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CORPORATE GOVERNANCE STATEMENT FOR THE YEAR ENDED 30™ JUNE 2019

Corporate governance structure ensures that the directors act with high standards of corporate
behavior and in the best interests of the stakeholders. The board of directors comprises of four
members. The Chief Executive/General Manager sits in the board as an ex-ofTicio and as a sceretary.
I'he board is responsible for the overall corporate governance and approves strategic directions and
budgets. On the other hand the management ensures that all statutory requirements are complied
with and the internal control systems are in place and operate effectively.

Ihe directors meet the management team and are offered an opportunity to visit the infrastructure
and relevant installations to familiarize themselves with the trust. They are provided with briefing
materials. copy of trust deed and key policy documents to introduce and explain their roles. They
later sign a code of conduct signifying the manner and behavior in performing their responsibilitics
while serving the Trust. The members have skills and experience to perform relevant functions as
directors. The Board has three committees namely: Technical, Finance & Administration & Audit
Committee.

he Board in consultation with the management develops strategic directions for annual and long-
time period. The management provides quarterly progress reports (o the Board to enable it monitor
the performance.

During the financial year 2018/2019 the board held 10 meetings. The details of the attendance at

these meetings are as set out below:
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| Dr.Mugambi Mworia | v/ v A v & v v v
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Mr.George Kimathi v v | v v v v v v
Ms.Elizabeth Kanini v v vV v v v v v
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Finance & Administration Committee

lhe committee secretary is the Chief Executive Officer. Each director is expected to have
experience in management skills necessary to discharge his /her duties. The committee supports and
4ssists the Board in the effective discharge of the Boards responsibilities in finance. human resource
& administration information. communication and technology. The committee receives and reviews
reports on the financial performance. annual budget. changes to the water tariff and so on. The
commitiee ensures that adequate plans. policies and programs are in place to promote effectiveness,

integrity and security of MEWASS information technology systems and their operations.

Technical Committee

fhe committee secretary is the General Manager/Technical manager .Each member of the
committee is expected to have general familiarity with the technical aspects of the water and
sanitation industry necessary to undertake the committee’s responsibilities to oversee MEWASS
Lechnical activities. The committee advised the board on technical matters involving MEWASS
internal and external projects. It assisted the board in monitoring and reviewing any project(s)

development and major assets acquisition.

Audit Committee

I'he committee secretary is the Internal Audit Manager. Each member has experience and necessary
skills to undertake the committee’s responsibilities to oversee the Trust’s financial reporting
principles and policies, controls and procedures and its auditing activities. The audit committee
meets and reviews report from the Auditor General and major findings on internal audit and

investigations and considers the management response or actions thereto.

Water Sector Reforms

I'he constitution of Kenya 2010 devolved the provision of water services to the county governments.
Consequently. the County Assembly of Meru passed a bill to provide for developments. regulation
and management of County public works related to water and sanitation services. The Act provides
the creation of Meru County Urban Water and Sanitation Corporation to be the successor to
MEWASS and IMETHA. The Corporation is responsible for the provision of water and sanitation

services in the urban settlement within Mcru County.

(§]
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VMIANAGEMENT DISCUSSION AND ANALYSIS FOR THE YEAR ENDED 30'" JUNE 2019

The Trust presents its {inancial performance for the financial year ending 30th June 2019. The
[Tust continued to provide water services in the area of its jurisdiction whose mission is to provide
quality water and sanitation services to its customer’s delight through a committed worklorce

using modern technology.

Revenues

I'he revenue from water services billings to date had an upward trend as compared to the previous
vear. The trust continued to enhance the distribution network capacity in order to deliver more
water. During the vear in review. the Trust’s total operating revenue was Kshs.196 million as
compared to Kshs.191.2 million in previous financial year. The revenue increase was primarily

due to prompt biilings and timely disconnections of unpaid water bills.

Expenditure

The Trust's primary expenditures are related to selling & distribution and administrative &
establishiment. The others are the depreciation of assets and amortisation of intangible asscts.
During the year ending 30™ June 2019, we incurred a total expenditure of Kshs. 181.5 million as
compared 1o Kshs.164.8 million for the previous year. The increase in the expenditure total is
majorly attributed to upward revision of license fee by Water Services Regulatory Board
(WASREB) vide Kenya gazette notice no.12188 of 23" November 2018 increasing the levy from
one percent 1o four percent of the total billings. The Board of Director’s expenses for the year in
review amounted to Kshs.2.7 million as compared to Kshs.0.5 million the previous year. The
inerease 1s atributed to the formation of the Board of Directors as a result of gazettement of new
Board members.

Investments

e Trust was able to fund its operations using the water services revenue in the reported year.
The Trust investments will require growth of revenue through tariff review which is long overdue
as the current one is already expired. However, a new sewer treatment facility has been designed
and it is being funded by ADB through the National Government by Tana water works
development agency. The new treatment facility has a capacity of 8000m” per day at an estimated
cost of Kenya Shillings one billion. The works have commenced and the contractor is on site. This

will increase the number of customers connected to the network hence revenue growth.
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MANAGEMENT DISCUSSION AND ANALYSIS FOR THE YEAR ENDED 30" JUNE 2019
CONT'D

Liguidity and capital resources

In the financial year in review trade receivables decreased. However other receivables
incrensed.Similary. there was an increase in the accounts payable due to accrual of WASREB levy
which was increased from one percent to four percent vide gazette notice no.12188 of B3
November 2018, At the same time the customer deposits increased by Kshs 3.8 million. As of 30"
June 2019 the Trust had Kshs.29.7 million in cash and cash equivalents. inventory of Kshs.6.2
million. reccivables and prepayments of Kshs 90.1 million and tax asset of Ksh 10.3 million. The
total current assets were Kshs.136.4 million and total current liabilities of Kshs.151.3 million
made of Consumer deposits of Kshs. 40.7 million and payables and accruals of Kshs.110.5

million. The Trust had a working capital deficit of Kshs.14.8 million.

he managenient’s view on the Trust's going concern from its financial status is ihat the Trust will
continue to operate under the Meru County Urban Water and Sanitation Corporation. The

Corporation was created under the  Meru County Water and Sanitation Services Act 2014,
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT FOR THE YEAR ENDED 30"

JUNE 2019

Corporate social responsibility (CSR) encompasses a corporation’s social, ethical and environmental

Chlioations (o its employees. stakeholders. customers, partners and the community at large. It

promotes corporate leadership by building a positive image to the company. MEWASS has made

doliberate offorts to demonstrate leadership in corporate social responsibility initiatives. As a

responsible corporate citizen. MEWASS prides itself by contributing towards positive transformation
Clte in areas of environmental. social and economic well-being of the society in which it operates.

Dhe vision and mission statements as well as the core values spell out the road map that is to be

fuollowed by everyone.

The customer

VW ASS has continued to engage with its customers so as to interact and come up with lasting
tions Affecting them by providing and delivering helpful professional service ali the time. For

e our customers are always notified in cases of any interruptions of their water supply through
wort message services as well as radio announcements.

VW ASS has ot a website whereby our customers are advised on water saving tips. New customers

0 also download the application forms at the comfort of their places. This has helped MEWASS

build strong relationships with the customers who are the key persons in the organization.

he customer charter which is displayed at the customer care desk presents clearly how MEWASS

been keen on handling the matters that concern them.

The Dnvironment

[ lrust relies on the environment which provides water which is abstracted. treated and
msmitied via pipeline to respective customers.

On sever management. the trust prioritizes and minimizes impact on the environment through

covironmentally responsible management and adherence to relevant statutory standards. most

particularly with the sewerage treatment and disposal.

e trast encourages energy conservation through use of energy efficient lighting within its offices

and has mstalled power factoring svstems in the water pumping system for power factor correction.

he water treatment plant also uses certified chemicals in dosing the system.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT FOR THE YEAR ENDED 30"
JUNE 2019 CONT’D

Fhie community

Durine the vear the trust made a positive impact on the community in which it operates. The Trusi

Ii‘::lt_li‘

ome donations totaling to ksh 55.890 of bottled water to various institutions. These included
Mert Rugby football club, Meru GK prison, MRM Chandaria youth empowerment program amongst

others.

Emplovees
With immerse gratitude. the employees have hailed the efforts of MEWASS for taking care of their
wellare in an indispensable way. The employees™ health, safety and capacity building is well
thought-out and taken care of.

e the vear 2018-2019 an amount of kshs.4.7 million was used to take care of the health of the
cimplovees with their immediate family members through enhanced National Hospital Insurance
Fund (NTHT). Similarly. an amount of kshs. 1.5 million was spent for capacity building.

policies and procedures are aligned with trust needs and the encouragement of good

rltective
communication process to assist in timely and consistent delivery of relevant information to
cmplovees. The employees are provided with personal protection equipment during their daily

rhing routine. The trust provides equal opportunity to all employees and job applicants.
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REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 30TH JUNE 2019

The Directors submit their sixteenth reporct and the audited financial statements for the year ended 30th June 2019 which

show the state of the Trust's alfairs.

. PRINCIPAL ACTIVITIES

The principal activities of the Trust are the provision of water and sewerage services within the Meru Municipality and it

Cnvirons.

. RESULTS

The results for the year are set out on page 11.

. 1 RUSTEES

The board members who served during the year are shown on page ii.

. AUDITORS

The Awditor General is responsible for the statutory
Kenya and the Public Andit Act 2015,

By order of the Board of Directors

e N~ =N
— ———

m_&"—:}mﬂ

Secrefary

24TH SEPTEMBER 2019

audit of the Trust in accordance with Article 229 of the Constitution of
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STATEMENT OF DIRECTORS' RESPONSIB LITIES

FOR THE VEAR ENDED 30TH JUNE 2019

Sections 164 of the Public Finance Management Act, 2012 requires that, al the end of each financial year, the
Accounting Officer of a County Government Entity to prepare financial statemenis in accordance
with the standards and formais prescribed by the Public Sector Accounting Standards Board.
The Directors are responsible for the preparation and presentation of the Trust’s financial statements, which
pive o true and fair view of the state of affairs of the Trust for the year ended on 30th June 2019
This responsibility includes:
(i) maintaining adequate financial management arrangements 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 of the Trust; '

(iii) designing, implementing and m'limaining_lntcmal controls relevant to the preparation and fair presentation

“{he financial statements, and ensuring that they are free from material misstatements.

whether due to error or fraud;

(iv) safeguarding the assets of the Trust;

(v) selecting and applying appropriite accounting policies; and

(vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept 1'espdrlsibilify for the Trust's financial statements, which have been prepared using
appropiiaie accounting policies supported by reasonable and prudcntjudgemcnls and estimates, i
conformity with International Finaaicial Reporting Standards (IFRS), and in the manner required by the
Act, 2012 and the Trust Deed regis ered under the Trustees (Perpetual Succession) Act Cap 164, of the

1 aws of Kenya. The Directors are of the opinion that the Trust’s financial statements give a true and fair view
of the state of Trust’s transactions during the financial year ended June 30, 2019, and of the Trust's

PEM

{inancial position as at that date. The Directors further confirm the completeness of the accounting records
maintained for the Trust, which heve been relied upon in the preparation of the Trust’s financial statements 4
well as the adequacy of the systemms of internal financial control.

v pproval of the financial statements

The Trust's financial statements ware approved by the Board of Directors onl 24th September, 2019 and signed
on its behalf by : '

)
)
)
)

PIRECTOR.....: 1) e R 24TH SEPT ELMBER 2019
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REPORT OF THE AUDITOR-GENERAL ON MERU WATER AND SEWERAGE
SERVICES REGISTERED TRUSTEES FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Meru Water and Sewerage
Services Registered Trustees set out on pages 11 to 29, which comprise of the statement
of financial position as at 30 June, 2019, statement profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and the 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. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

| In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Meru Water and Sewerage Services Registered
Trustees as at 30 June, 2019, and of its financial performance and its cash flows for the
year then ended, in accordance with International Financial Reporting Standards, and
comply with the Water Act, 2016 , the Meru County Water and Sanitation Services Act,
2014 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Non-Disclosure of Material Threat Related to Going Concern

The statement of financial position reflects total current liabilities totaling to
Kshs.151,309,165 (2017/2018 — Kshs.144,378,683) and total current assets of
Kshs.136,479,295 (2017/2018 — Kshs.119,310,651) resulting in a negative working
capital of Kshs.14,829,870 (2017/2018 — Kshs.25,068,032). This is an indication that the
Company is experiencing financial difficulties in settling financial obligations as and when
they may fall due. This is an indication that the Company is experiencing financial
difficulties in settling financial obligations as and when they may fall due. The Company
is technically insolvent and survival dependent on the assumption that the Company will
continue to receive financial support from the County Government of Meru and its
creditors.

Report of the Auditor-General on Meru Water and Sewerage Services Registered Trustees for the year ended
30 June, 2019




2. Undisclosed Trade Receivables

As disclosed in Note 6 to the financial statements, the statement of financial position
reflects receivables and prepayments balance of Kshs.90,113,879. The balance includes
trade receivables of Kshs.71,444,986 which excludes a long outstanding balance of
Kshs.4,360,595 owed by a firm for relocation of water pipelines since May, 2015. The
Management has not explained measures taken to ensure the debt is recovered and
reasons for not disclosing it in the financial statements.

In the circumstances, the accuracy, completeness and validity of trades receivables of
Kshs.71,444 986 reflected in the statement of financial position as at 30 June, 2019 could
not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Meru Water and Sewerage Services
Registered Trustees Management in accordance with ISSAI 130 on Code of Ethics. |
have fulfiled other ethical responsibilities in accordance with the ISSAls and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | 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. Irregular Payment of Directors Fees and Allowances

The Management paid Directors allowances of Kshs.1,130,000 using the rates
determined by Section (9) of The Meru County Water and Sanitation Services Act, 2014.
However, the rates used exceeded the Salaries and Remuneration Commission (SRC)
rates contained in a Circular Ref No: SRC/ADM/CIR/1/13 (122) dated 16 April, 2014. As
per the Circular the allowances would have amounted to Kshs.397,000 resulting to
Kshs.733,000 overpayments.

In the circumstances, the Management is in breach of the law.
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2. Unbalanced Budget

The statement of comparison of budget and actual amounts for the year ended 30 June,
2019 reflects Kshs.195,870,227 and Kshs.200,357,578 in respect to approved revenue
and expenditure budgets respectively, resulting to a Kshs.4,487,351 budget imbalance
contrary to Section 31 (c) of the Public Finance Management (County Governments) Act,
2015 which states that budgeted revenue and expenditure appropriations shall be
balanced.

In the circumstances, the Management is in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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 are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | 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(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion
1. Long Outstanding Receivables and Prepayments

Note 16 to the financial statements reflects Kshs.90,113,879 in respect to receivables
and prepayments which includes Kshs.71,444 986 in respect to trade receivables that fell
due between the year 1992 and 2005. However, no evidence of recovery or write off of
the long overdue debts was provided for audit review.

In the circumstances, it has not been possible to establish the existence of effective
measures for debt management.

2. Weaknesses in Processing of Payment Vouchers

Review of payment vouchers showed that they were not serialized and the payment
amounts were only written in figures without corresponding amounts in words contrary to
Section 104 of the Public Finance Management (County Governments) Regulations,
2015 which states that all receipts and payment vouchers shall be supported by
pre-numbered receipts and by the appropriate authority and documentation. Further, all
receipt and payment vouchers shall be or made out in indelible ink and shall contain
adequate narration of the particulars of the services, goods or works procured and being
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paid for and all amounts appearing in a voucher shall be written in words as well as in
figures.

In the circumstances, it has not been possible to confirm existence of effective internal
controls on payment vouchers.

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

Responsibilities of Directors and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards (IFRS) and
for maintaining effective internal control as Management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal
control, risk management and overall governance.

In 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 liquidate the Company or 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.

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

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Company 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 overall governance and
risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
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a material misstatement and weakness 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.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAIls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

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

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

* Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

LS
Ndnc a

AUDITOR-GENERAL

Nairobi

03 November, 2021
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MERU WATER AND SEWERAGE SERVICES

REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED JOTH JUNE 2019

STATEMENT OF PROFIT AND LOSS AND OTHER

COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30TH JUNE 2019

TURNOVER

Other Income

Total Operating Income

EXPENSES:

Administration and Establishment

Selling and Distribution

Depreciation of property, plant and equipment
Amortisation of intangible assets

Surplus/t Deficity from Operating Activities

Net Finance Costs

Surplus/(Delicit) Belore Taxation

Surplus/(Delicit) afler Taxation

Notes 2019 2018
Kshs Kshs

6 172537775 170.987.003
7 23,505,351 - 20.283.911
196,043,126 191,270,914
8(a) (71.886.639) (68.401.966)
9 (91,953.617) (79.425.049)
8(h) (17.443.832) (16.758.914)
8(c) (258.513) (279.821)
(181.542,623) (164.865.751)

14,500,503 26,405,163
10 (177.498) (123.204)
14.323.005 26.281.959
12(a) (1.097,420) (5.217.891)
13,225,585 21,064,068



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

STATEMENT OF FINANCIAL POSITION AS AT 30TH JUNE 2019

Notes 2019 2018
ASSETS
NON-CURRENT ASSETS
Property, plant & equipment 13 211,899,181 210,938,164
Intangible assets 14 _ 603,201 652,916

212.,502.382 211,591,080

— =

CURRENT ASSETS

Inventory 15 6,259,496 6,778,266
Receivables and prepayments 16 90,113,879 68,488,932
Tax asset 12(¢) 10,388,931 11,131,508
Cash and cash equivalents 17 B 29,716,989 32911944
136,479.295 119,310,651
CURRENT LIABILITIES
Consumer deposits 19 40,743,955 36,847,955
Payables and accruals 20 110,565,210 107,530,728
151,309,165 144,378,683
WORKING CAPITAL (14.829.870) (25,068,032)
NET ASSETS 197,672,512 150,523,049

FINANCED BY

Grants 18 1,057,384 1,235,914
Revenue reserves 179,299,928 166,074,344
180,357,312 167,310,258

NON-CURRENT LIABILITY
Deferred grant income 24 17,315,200 19,212,791

TOTAL 197,672,512 186,523,049

The financial statements were approved by the Board of Directors on 24 " September, 2019 and signed on its hehalf by:

CHAIRMAN OF THE BOARD

DR. MWORIA MUGAMBI
—— ane 24TH SEPTEMBER

MR. JOSEPH K. MBERIA OFFICER e N ) 2019

CPA LYDIAH MUKAMI KINOT!  Ag. FINANCE MANAGER (B, )

(MN0.22817)
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MERU WATER AND SEWLERAGE SERVICES
REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2019

Revenue Reserves Total
Kshs Kshs
At Ist July 2017 145,010,275 145,010,275
Surplus/(Deficit) for the year 21,064.068 21.064.068
At at 30th June 2018 166,074,343 166,074,343
At Ist July 2018 166,074,343 166,074,343
Surplus/{Delicit) for the vear 13,225,585 13,225.585
At at 20th June 2019 179,299,928 179,299,928
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{ Qe ANNUAL REPORTS AND FINANCIAL STATEMENTS

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

FOR THE YEAR ENDED 30TH JUNE 2019

STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Surplus/(Defieit) before taxation
Adjustments for:

Depreciation

Defered income

Gain on disposal

Armotisation ol intangible assets
Interest Income

Surplus/Deficit before changes in
working capital

Changes in Working Capital

Increase/Decrease in Inventory

Increase/Decrease in Receivables and prepayments
Increase in Consumer deposits

Increase in Payables and accruals

Cash Generated from Operations

Faxation Paid

Net cash generated from operations

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Intagible assets
Disposal of fixed assets

Purchase of fixed assets
Net cash vsed in investing activities
Financing Activities

Interest received
Net cash generated from financing activities

Notes 2019

Kshs
14,323.005

17.443.832
(2.076.121)
0

258.515

(2.061.715)
13,564,511

Aafasrtr Fag 2 0

27.887.516

518.770
(21.624.949)
3.896.000
3.034.483

(14.175.695)

13,711,821

12(b) (354.843)

13,356,978

(208.800)

(18.404.848)

(18,613,048)

2,061,715

2,061,715

INCREASE /(DECREASE)IN CASH AND CASH EQUIVALENTS (3.194.955)

CASH AND CASH EQUIVALENTS:

AT THE START OF THE YEAR

AT THE END OF THE YEAR

32,911,944

PLIVAREY.im

22,716,989

14

2018
Kshs

26,281,959

16,758.914
(2.444.1106)
(6.000)
279.821

1.961.917
12.626.702

EE LU LIRS

38.908.661

7.790.580
(26.268.413)
2,981,501

13.089.356
28.585,687

10,322,972

(294.287)

10,028,685

(54.500)
20.000
(33.498.733)

33,533,235

1.961.917

1,961,917

_ (21.542.633)

54.454.576

32,911,944



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30TH JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

FOR THE YEAR ENDED 30TH JUNE 2019

Actual on
comparable Performance
Original budget  Adjustments Final budget harsis difference
2018/19 2018/19 2018/19 2018/19 2018/19
Kshs Kshs Kshs Kshs Kshs
TURNOVER
Water Revenue 141,799,227 0 141,799,227 129,825,947 (11,973.280)
Sewer Revenue 25.911.577 0 25911.577 25697465 (214,112)
(ther Revenues 5443770 0 5,443,770 8.441.006 2997236
Roitled Water Revenue 8,835,550 0 8,835,550 8,573,357 (262,193)
181,990,124 0 181,990,124 172,537,775 (9,452,349)
OTHER INCOME
Matenals and labour charges 8.847.082 0 8,847,082 9,651,481 804,399
Interest income 2.591 438 0 2,591,438 2061715 (329,723)
Bulk water income 28,087 0 28,087 14,800 (13.287)
Miscellancous income 9.363 0 9363 4638134 4628771
IExhauster Revenue 2,404,133 0 2,404,133 5,063,100 2.658967
Revenue grant 0 0 0 2,076,121 2,076,121
13,880,103 [l 13,880,103 23,505,351 0,625,248
TOTAL REVENUES 195,870,227 0 195,870,227 196,043,126 172,899
ADMINISTRATION AND ESTABLISHMENT EXPENSES
Salanes, Wapes and Allowances 45,107,631 0 45,107,631 40,084,713 5,022918
Stafl Welfare 5,900,000 (4] 5,900,000 5,115,997 784,003
Repairs and Maimntenance 2,215,114 110,000 2325114 1,182 665 1.142 449
Cash Collection Charges 534,705 83.877 618,582 615,432 3,150
Office Supphes 3427949 0 3427949 1,729,162 1,698,787
Triming 3,649 468 4] 3.649 468 2,558,556 1.090.912
Maotor Vehicle Runming Expenses 1,771,584 907,724 2,679,308 2,698,526 (19.218)
I'elephone and Email 1.902.091 24227 1,926 318 1,973,517 (47,199)
Audit Fees 464,000 0 464,000 464,000 ]
Iravelling and Subsistence 2,197,519 654321 2,851,840 2,697 985 153 855
Directos’ Fees and Allowances 2,223,500 771,061 2,994 561 2,747 221 247340
Meetings and Conferences 180,218 416 865 597,083 586,807 10,276
Ulectniony and Generator expense 690,925 0 690 925 387,718 103.210
Advertising and Public Relations 795.693 0 795,693 391 447 404,246
Doenations gnd Subscniptions 387.900 0 387,000 209,080 178,820
Social activities expenses 100,000 0 100,000 55,890 44110
Entertmnment expenses 105.630 0 105,630 93 848 11,782
Lega! Professional Fees & Levies 7.053,678 0 7,053,678 2,843,544 4,210,130
Security 1.608.860 78,355 1687215 1.840.500 (153,285)
Lniforms 323400 393,949 717,349 783 .84% (66,500)
Insurances 992,333 0 092,333 727,191 265,142
Postage 139417 0 139417 53.670 85,747
Increase tn provision for doubtful 0 0 0 (684.719) 684719
Games & Sports - Wasca 999,350 0 999 350 848,335 151,015
Gieneral Office Lixpenses 1,453,746 ] 1,453,746 1.463.647 (9.901)
Assorted Tools 397 660 4] 397,660 218,076 179,584
Sub-Total Admin. & Est, Expen 84,622,371 3,440,379 88,062,750 71.886,659 16,176,091
Depreciation 16,758.913 ] 16,758 913 17.443,832 (684 919)
Armotisation of intangible assets 376,387 0 376,387 258,515 117,872
Total Admin. & Est. Expenses 101,757,671 3,440,379 105,198,050 89,589,006 15,609,044
SELLING AND DISTRIBUTTON EXPENSES
Salaries, Wages and Allowances 36,429 448 0 36,429 448 36312071 117,377
License fee 1,932,413 870420 2,802,833 5.590,831 (2,787,998)
Reparrs and Maintenance 3,015.110 3.015.110 1,134,745 1.880.365
Rehabilitatton-sewer system 2,080,432 (700,000) 1,380,432 167.903 1,212,529
Assorted Tools 513,900 0 513,900 201,440 312,460
| ravel and subsistence 1,375,033 0 1,375,033 1,400,431 (25.398)
Exetse Duty 502 440 618 460 1,210,900 1,183 833 27.067
Olfice supplies 549 468 0 549 468 532,250 17.218
Operation & Mamtenance pipelin 11,743,172 336,591 12,079,762 3163467 (1,083,705)
Elecimeny 10267 475 0 10267 475 10,364 461 (96,986)
Chemicals and laboratory expenst 5,956,700 0 3,956,700 4862724 1.093.976
Maotor Vehicle Running Expenses 3,476,989 0 3,476,989 3466467 10,522
Houling Plant Expenses 3.941,761 1,279.940 5,221,701 5,679,033 (457.332)
Minor works 974,000 3.700.000 4,674,000 3168104 1,505 896
Night flow measurements 434 000 0 434,000 64,000 370,000
I-xhauster Expenses 3,639 790 0 3,639,790 3986 588 (346,798)
Water Analvsis 864 000 0 864 000 532.0C(C 332.000
Non revenue activities 360,000 0 360,000 143,270 216,730
Total Selling & Dis. Expenses 88,146,131 6,105,411 94,251,542 91,953,617 2,291,923
Bunk che 130,555 0 130,555 177 498 (46,943)
Witholding 777,431 0 7717431 354,843 422 588
Total Finance costs 907,980 - 907,986 532,341 375,645
TOTAL EXPENSES 190,811,788 9,545,790 200,357,578 182,074,964 18,282,612
Tax For the Year 1,097,420
T paid (354,843)
Net Tax T42,577



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

a)

b

C

d

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30TH JUNE 2019 (CONT'D)

The hudgets projections are actualized when the assumptions taken in the preparation of the same crystallize during the

implementation period.

During the vear in review. several external factors worked for and against the Trust expectations.

Ihese factors include and are not limited to the following:

The budget line on other revenues generated more receipts due to increased activities related to water and sewerage

services i.e. disconnection charges and other penalties

} The interest income generated during the vear was less than budgeted due to the less deposit funds in fixed deposit
acconunts

)y Bulk water income -There were fewer customers who bought bulk water than was anticipated

) Miscellancous income - During the vear under review, an amount of Ksh 4.590,730.45 was received from roads
anthorities for reinstatement of our damaged pipelines.

Ixhauster Revenue - More revenue on exhauster services was generated than anticipated during the year

fy The budget line for Salaries. Wages and Allowances had a positive variance due to some positions being occupied by staff’

1)

members in an acting capacity

o) The budger line for Staff Welfare had a positive variance due to a cheaper than budgeted medical scheme for the staff

members
Uhe hudger line for Repairs and Maintenance and Office Supplies had a positive variance due scaling down of activitics
1o correspond to the revenue reduction.

Vhe budger line for Training, Electricity and Generator expenses, Advertising and Public Relations. Donations and
Subscriptions, Social activities, Entertainment, Legal, Professional fees and Levis, Insurance, Games and Sports

Assorted tools, Repairs and maintenance, Rehabilitation of sewer system. nightflow measurements. water analysis.non
revene activitieshad a positive variance due scaling down of activities to correspond to the revenue reduction.
The budget line for postage had a positive variance due to the adoption of a system of banking supplier cheques and e-
mailing of scanned urgent correspondence then sending the banking slips and original letiers respectively instead
of sending them using courier services.

y The budeet line for chemicals and laboratory expenses had a positive variance because raw water turbidity was favorably

low hence requiring less chemicals.

Lhe budget line for License fee had a negative variance due to increase in WASREB fees from 1% to 4 %

M) The budget line for Exhauster expenses had a negative variance due to minimel repairs and mainterance of the

n

(8]

P

q

exhuusters

)
\inor works will be capitalized after the completion of the projects

) The budget line for bank charges had a negative variance attributed to the organization use of cheques to pay instead of
cash payments.
)

The budset line for the Armotisation of intangible assets has a positive variance due to non acquisition of some software.

The budget line for Witholding tax had a positive variance due to decreased interest earned on fixed deposit.
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30TH JU

NE 2019

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
he following is o summany of the issues raised by the Auditor-General and management comments that were provided to the Auditor
We have nominated focal persons ta resalve the various issues as shown below with the associated time [rame within which we expect

the issues o be resolved.

[ | Focal point
l Ref: | person to Resolve
No. |Issuc or observations Management Comments the issue Status Time Frame
o |frreeular Payment of 'l erminal
Benelits
: 'Scliing & distribution expenses - The
| . {Rshs 59,417 paid o an officer as Demand letter was issued to the Robert Miruri -
4-_;!&'1';'uu.! leave days relevant officer General Manager  [Not Resolved | 30/06/2020
i,\dmm[.\ir:uion & Lstablishment
| 1.2 [expenses - The Kshs. 314,403 paid to {Demand letter was issued to the Robert Miruri -
} lin officer as terminal benefits relevant officer General Manager  |Not Resolved [30/06/2020
' [Oificer Transterred o Imetha Water | The officer was transferred while on
1.3 [and Sanitation Company - The salary | leave. No information was relayed to |Robert Miruri -
j_n[[_\’_\i_m. 701.528 paid 1o an officer  |MEWASS, General Manager  [Not Resolved |30/06/2020

2.0

e e

YWastetu! Expenditure on Training

i

ces - An amount of Kshs, 1,474,100

The staff capacity building was
justified as evidenced by the post

training report submitted to the

Robert Miruri -

L spenton stafT training County Assembly General Manager  |Resolved 28/06/2019
{Other Matter
f 7#’:'1‘.mlg«r:u')' Control and i
| 10 |Performance
ul ““_“_‘""" I'he budget estimates are based on
t assumplions which actualize either
[Under collection of Turnover by positively or negatively. The Lyvdiah Mukami -
{Kshs.6.179.183 and Over collection management endavours to have near |Ag. Finance
i fon Other Income by Kshs.8.130.793  actual budgets. Manager Resolved 28/06/2019
1— TTnder and Over Expenditure ol the Lvdiah Mukami-
‘_hmi}-c: by Kohs.23.719.039 and Kshs. | The management shall endavour to - |Ag. Finance
1.2 |5.161.326 implement the budget as allocated Manager Resolved 28/06/2019
{ARI-',P(IR']' ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
1.0 |Property. Plant and Equipment
[Coding and tagging of Office The management has commenced the|Meckson Kinyua -
|Computers. Furniture and coding and tagging of moveable Procurement
[Fquipments stated at Kshs.4.228.300 |assets Manager Not Resolved |31/03/2020
i I'he repair parts for the motor vehicle
i cannot be obatained as the type of
| Motor Vehicie - Mazda Registration  |model became outdated. The
INo. GK R745 management wrote a letter requesting|Meckson Kinyua -
! w the Ministry of Water and Sanitation | Procurement
L ‘ to collect the vehicle. Manager Not Resolved [30/06/2020
| EFFECTIVENESS 0F INTERNAL CONTROLS,G & RISK MANAGEMENT SYSTEMS
; I'he management has put structures
1’ [Bettting Plant Viability - In the year [including aggressive marketing to Fdward Mutwri -
‘ [2017-2018. the bottling plant increase market penetration hence  [Commercial
|__ 1 ir\:[mlll.‘u i loss ol Kshs.43,829 enhance sales Manager Resolved 28/06/2019
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. MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

Meru Water and Sewerage Services Registered Trustees is established under the Trustees(Perpetual Succession) Act Cap 167
and derives its authority and accountability from the Water Act 2016. The Trust is wholly ovwned by the County Government

of Mer and is domiciled in Kenva, The Trust principal activity is to provide water and sewerage services to the residents Meru

vViunicipality and its Environs.
STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

he Drust s financial statements have peen prepared in accordance with and comply with International Financial Reporting
Ldirde (IFIRS). The financial statements are presented in Kenya shillings, which is the functional and reporting currency
ol (e Trise The accounting policies have been consistently applied to all the years presented.

e fnancial siatements have been prepared on the basis of historical cost. unless stated otherwise. The financial statements
are prepaied on acerual basis. The Cashilow statement is prepared using indirect method.

PLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)
O ieles ant new standards and amendments to published standards effective for the year 2019

IFRS 16:1.EASES

[he new standard cifective for annual periods beginning on or after Ist January 2019,

Requires a lesee 10 recognise assets and liabilities for all leases wih a term of more than 12 months.unless the underlving

assets 1s of low value.

\lesee T required 10 recognse atight- of- use of asset representing ils right to use the underlyving leased asset and o lease liabil

cpresenting s obligation to make lease payments

I'he stand vis no impact on the Trust's linancial statements.

FFRIC 23:UNCERTAINTY OVER INCOME TAX TREATMENTS

Ul interpretation adresses the determination of taxable profit(tax loss).tax hases.unused tax losses.unused tax eredits and iax
rateswhen there is uncertainty over income tax treatments under 1AS 12.

vmendments to 1FRS 9 titled Prepayments features with negative compensation (Issued in October 2017)

e amendments.applicable 1o annual periods beginning on or after I January 2019.allow entities to measure prepayable
francral aesets with negative compensation at amortised cost or fair value through other comprehensive income il a specified
condinon s met The standard has no impact on the Trust's financial statlements.

Conendments to 1AS 28 titled long term interests in Associates and Joint ventures (Issued in October 2017)

The aendments.applicable to annual periods beginning on or afier 1 January 2019, clarifty that an entity applies [FRS 9,
ather U TAS 28 in accounting for long= term interests in associates and joint ventures.

I e standard has no impact on the Trust's financial statements.

Cmendments to IFRS 3-Annual Improvements to IFRSs 2015-2017 Cycle,issued in December 2017

he amendments.applicable 1o annual periods beginning on or afler 1 January 2019.provide additional guidance on applyving
the aequisttion method 1o particular types of business combination.

e standard has no impact on the Trust's financial statements.

Amendments to TERS T1-Annual Tmprovements to 1FRSs 2015-2017 Cycle, issued in December 2017

The amendments, applicable to annual periods beginning on or after Ist January 2019. clarify that when an entity obtains joint
control of 1 business that is a joint operation. it does not re-measure its previously held interests,

e standard has no impact on the Trust's financial statements.

Amendments to 1AS 12 - Annual Improvements to IFRSs 2015-2017 Cycle , issued in December 2017

[he amendments. applicable to annual periods beginning on or after 1st January 2019, clarify thai all income tax consequences
of dividends should e recognised when a liability to pay a dividend is recognised. and that these income tax consequences
Bould be recopnised i profit or loss, other comprehensive income or equity according to where the entity originally recognised
(he transactions 1o which they are linked  The standard has no impact on the Trust's financial statements.



g ~_AERI WATER AND SEWERAGE SERVICES
\ VG tEGISTERED TRUSTEES

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

NOTES 1O THE FINANCIAL STATEMENTS
N OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSYCONT'D.

PPEEC NI
3 Annual Improvements to IFRSs 2015-2017 Cyele . issued in December 2017

[he tmendiments, applicable to annual periods beginning on or after Ist January 2019, clarify that the costs of borrowings made
specifically for the purpose of obtaining a qualifying asset that is substantially completed can be included in the determination of the
{horrowing costs for other qualifying assets. The standard has no impact on the Trust's financial statements.

Amendments to IAS 2

weiglited average o

Cmendments to 1AS 19 titled Plan Amendment, Curtailment or Settlement (issued in February 2018)

[he amendments. applicable o plan amendments, curtailments or settlements oceurring on or after the beginning of the first annual
soricd that besins on or afier Ist January 2019, requires an entity to use updated actuarial assumptions to determine current
or the remainder of the annual reporting period after the plan amendment. curtailment or settlement whe

CPOrEING |

ervice cost and net imerest fi
he eniin re-measures its net defined benetit liability (asset) in the manner specified in the amended standard.
he ~tondard has so impact on the Trusts financial statements.

i) New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2019

1FRS 17 fnsurance Contracts (Issued 18 May 2017)
| insurunce labilities w be measured at a current fulfillment value and provides a more uniform measurement

and presentation approach for all insurance contracts. These requirements are designed to achieve the goal of a consistent.

priveiple-hased accounting for insurance contracts. IFRS 17 supersedes [FRS 4 Insurance Contracts as of | January 2021,

Corendinents to References to the Conceptnal Framework in IFRS Standards (Issued 29 March 2018
Lpplicabie for annual periods beginning 1 January 2020)

2iehi e Conceptual Pramework in [FRS Standards. The document contains amendments to [FRS 2. 1FRS 3.
IS 6 1110 T40AS 1. TAS 8. TAS 340 1AS 37, 1AS 38 IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22. and SIC-32.

Lents. however update those pronouncements with regard to references to and quotes from the framework so

L samenic

o the revised Coneeptual Framework.

that they refer

e Directors do not plan to apply any of the above until they become effective. Based on their assessment of the
etentinl mpact of application of the above. they do not expect that there will be a significant impact on the compuany's

wnicial statements

iii) Farly adoption of standards
Phe entity did noteariy - adopt any new or amended standards in year 2019

I SEMAMARY OF SIGNIFICANT ACCOUNTING POLICIES

plecconnting policies adopted in the preparation of these financial statements are set out below:

Win
N

a) Revenuve recognition

v enne i recoenised to the extent that it is probable that future economic benefits will flow to the Trust and the revenue can
b relinbiv measored. Revenue is recognised at the fair value of consideration received or expected to be received in the
ordinar conrse of the entity s activities, net of value-added tax (VAT). where applicable. and when specilic eriteria have been

et for cach of the Trust's activities as described below.

) Revenue [rom the sale of goods and services is recognised in the year in which the Trust delivers products to the customer. the

stomer has aceepted the products and collectability of the related receivables is reasonably assured.

Grants from National Government are recognised in the vear in which the Trust actually receives such grants. Recurrent
W) prants are recognized in the statement of comprehensive income. Development/capital grants ure recognized in the statement
al position and realised in the statement of comprehensive income over the useful life of the assets that has been

uired using such funds.



v : MVERU WATER AND SEWERAGE SERVICES
£, : REGISTERLD TRUSTEES

\SNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNF 2019

SOTES TO THE FINANCIAL STATEMENTS (Continued?

VNV LRY OF SIGNIFICANT ACCOUNTING POLICIES(Continued)

iiiy Vinance income comprises interest receiy able from bank deposits and is recognised in profit or loss on a time proportion basis
neing the elfective interest rate method.

ivi Other income 1§ recognised as it accrues.

by in-Kind contributions

fetind contributions are donations that are made 1o the Trust in the form of actual goods and/or services rather than in money or
s donatiens may include vehicles, equipment or personnel services. Where the financial value received for

fiably determined. the entity rcludes such value in the statement of comyrehensive income both

L contalniions can be re
o ewpense i cqual and opposite amounts: otherwise. the contribution is not recorded
¢) Property, piant and l‘(;uipmt‘ltl
A properiv, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes
cnditore it s directhy attributable to the acquisition of the items. When significant parts of property, plant and equipment
guired to he replaced at intervals, the enuty recognizes such parts as individual assets with specific uselul lives and
ther secordingly. All other repair and mamtenance costs are recognized in surplus or deficit as incurred.

et s acquired 1n e non-exchange transaction for ni or nominal consideration the asset i+ initially measured at its

rment of property, plant and equipment
I work i progress are not depreciated. Capital work i progress refates mainly 1o the cots of ongomng

1) Deprecartion and in
Frecnold fand and capita
S e e lee worke en Puddines and other civil works and installations.

vty plant and cquipment ts recogmised 10 the mcome statement on a stranght-line basis to write down the

YOV
LI

ed mount to s restdual value over its estimated usclul e, The annual rates in use are:

Denreeirtion nalicy

rechold land Water meters 20.0%
Buildings Computers and typawriters 30.0%
Water & sewerage treatmen Amortisation ol intangible assets 30.0%
Furniure and equipment Workshop equipment 33.3%
Motor vehicles 25.0% Pipes and fittings 12.5%

¢)  Intangible asseis
angibic assels comprise purchased computer software hicences. which are capitalised on the basis of costs incurred to acquire
specific software, These costs are amortised over the estimated useful life of the 'ntangible assets from

nd bring (o use the

available for usz

the vear that they
1 vworisation of intangible assets

Lo calewated onthe reduens balance basis over the estimated useful life of computer software.
vy hventories

rvemories are staied at the Tower of cost and net realisable value, The cost ol nventories comprises purchase price, nnport

Lt transportation and handing charges. and s determined on the moving average price method.

W) Trade and other receivables

denmd other recen ables are recognised at fr values less allowances for any uncollectible amounts. These are assessed for
=4 4

continuing basis. An estimate is made of doubtful recevables based on a review of all outstanding amounts at

Hnpairinent on i
e vear end Bad debts are written of T after all efforts at recovery have been exhausted.

i) Taxation

Current Income tas assets and labilities tor the current period are measured at the amount expected to be recovered from or pawd
s e Tanon authorities, The tax rates and tax laws used to compute the amount are those that are enacted or substantively

coacted. at the reporting date m Kenva
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MERD WATER AND SEWERAGE SERVICES
B § REGISTERED TRUSTEES

R ANNUAL REPORTS AND FINANCIAL STATEMENTS

= FOR THE YEAR FNDED 36TH JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

\ O SIGNIFHOANT ACCOUNTING POLICTESContinued)

VIV AR

Deterved tax
15 proe ed using the habiiny method o temporary differences between the tax bases of assets and habilities and their carrving

fabilhines are recognized for all taxable temporary differences. except in respect of taxable temporary differences associated with
Ats i joint ventures. when the tming of’ the reversal of the temporary dilferences can be

Preferred tax
Delerred ta
tments i contralled entities, associates and intere
it s s probable that the temporary differences will not reverse in the foresecable future
recognized for all deductible temporary differences, the carry forword of unused tax credits and any unused tax losses
st ecogmized to the extent that it 1s probable thot taxable profit will be available agamst which the deductible temporary
the cary forward of unused tax credits and unused tax losses can be utihzed, except in respect of deductible temporary
I investments in controlled entities. assoctates and mterests in joint ventures, deferred tax assets are recognized only to
mporary differences will reverse i the foreseeable future and taxable profit will be available against which

Pleteoried 1y assels ar

J, » assoenmted wit
<. tent that 11 s probable that the te
femperan diflceences can be utilized

Lneunt of deferred tas assets is reviewed at each reporting date and reduced to the extent thai it is no longer probable that sufficient
ailable to allow all or part of the deferred tax asset to be utthzed Unrecognized deferred tax assets are re-assessed at each
sxtent that 1t has become probahle that Tuture taxable profits wil allow the deferred tax asset 1o he

lute and are recogmized Lo the

| fahilities are measured at the tax rates that are expected 1o apply i the vear when the asset is realized or the hability 1s

Sl LN A8ECLy ang

o rates (and tax laws) that have been enacted or substantively enacted at the reporting date

ted, Daased on 1

s teme recaomized outside surplus or dericit s recognized outside surplus or defieit

s reeogmized in correlation to the underlving transaction in net assets
deterred 1ax Taniles are offsed (a legally enforceable nght exisis to set off current tax assels against current iacome lax

todioand cash equivalents

Qs e comprise vosh on hand and cash at bank, short-term deposits on call and highly quid investments with an original

sonths or less, wiieh are ceadily convertible to kaown amounts of cash and are subject 10 msigmiticant nisk of changes in value.

Lo e nclude amounts held at various commercial banks at the end of the financial year. For the purposes of these {inancial
S and cash equivalents also nelude short term cash imprests and advances to authorised public officers and/or water bills

vt washy

iy W thieg

BOrrowing coss
are capitalized agamst quahfying assets as part of property, plant and equipment Such borrowing costs are capitalized over the

acquired or constructed and borrowings have been incurred Capitahization ceases when construction of

| Jurmg which the asset 15 being
¢ complete Further borrowing costs are charged to the statement of financial performance

! rade and other payables
W other payables are non-interest hearing and are carned at amortised cost. which 1s measured at the fair value of contractual value of the
leraton te be pand m future 1n respect of goods and services supplied. whether illed o the Trust

gt less any paviments made o the suppliers

tretirement benelit ohligations
! <t provades etrement benefits for its employees  Defined benefit plans are post-employment benehit plans other than defined-
Liieon obns The defined benefit funds aze actuanally velued tn-annually on the projected unit credit method basis. Deficits idenufied are

overed throush lemp sum paviments or mereased future contributions on proportional basis to all participating employers. The contributions
Sod Lo som pay ments reduee the post-emplovment benefit obhgation

Ludget information
e Bude s foe 1Y 2018-2019 was approved by the Board of Directors on 25th September 2018 An authourity to ineur expenditure was
s by CEC - Water and Irngation Meru County on 12th July 2018
ments and the Budget are prepared on accrual basis using a classification based on the rature of expenses in the statement of’

vana perfonmanee

2 actual amounic. prepared on a comparable basis to the approved budget, 1s then presented in the statement of

en ol sudget and actual amounts
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MERT WATER AND SEWERAGE SERVICES
Y REGISTERED TRUSTEES

(' ¢ ‘ ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30TH JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

{ - I *
) winptrain e higures
Lceosan comparative Tigures for the previous financial year have been amended or reconfigurzd to conform to the required changes in

" wiaton

P Suthsequent event:

o meen no cvents subsequent to the financial vear end with a sigmificant impact on the financial statements for the year ended June 30, 2016

LOSTG IR AN T E DGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
Lo eparnii o e Trasts linancial statements in conformity with [FRS requires the management 1o make judgments, estimates and

Lo oot the reported amonnts of revenues, expenses. assets and liabilitics, and the disclosure

fabilites, ot the end of the reporting period. Fowever, uncertainty about these assumptions and estimates could result in outcomes

Uit e el wdjusiment (o the carrvine amount of the asset or liability affected in future periods.

1 Estimates and assnmptions

Sl assumptions concerning the future and other key sources of estimation uncertainty at the reporting date. that have a significant risk of’
oo mater ol adiustment 1o the carrving amounts of assets and liabilities within the next

ol e are deseribed below. The Trust bases its assumptions and estimates on parameters available when the financial statements were

e suever ensting circumstances and assumptions about future developments may change due to market

o Circumstarees ansing beyond the control of the Trust. Such changes are reflected in the assumptions when they occur.

i ) b
e rised and management determined an estimate based on the information available Add:tonal disclosure of these estimates off
1 oreeleded o Note T4
foeied it the managemen: s hest estimate of the expenditure required 10 settle the obligation at the reporting date. and are
e mmied oo present value where the effect 1s material

Provision for Bad aend Doubtful debts

Dormant acconnts provision - debtor whose accounts are not active for more than five years are provided for in full less the deposit paid upon
St e cccunts o General provision (o doubtful debis is provided at ten (10) percent alter deducting the dormant account debts

OiTsettiny Financial Assets and Financial Liabilities
! pon i ned e any offsetting arrangements i place during the reporting period

i) Tinaacia! Risk Management

et O e expose it Lo o variers of financial risks including credit and liquidity risks and effects of changes in foreign currency. The
sment programme (ocuses on unpredictability of changes in the business environment and seeks 1o minimise the potential
brimance by setting acceptable levels of nisk. The Trust does not hedge any risks and has in place policies to
et s only extended (o customers with an estabhished credit history

mnm VUL FiIsk Manp

s ellect « reh risks oi s pe

nanoad rsk management objeciives and policies are detailed below
Ceedit risk
b wisure to credit risk. which is the risk that 2 counterparty will be unable to pay amounts in full when due. Credit risk arises from
Coskoand cach equivalents, and deposits with banks., as well as trade and other receivables and available-for-sale financial investments.

b manieerment assesses the eredit quality of each customer, taking nto account its financial position, past experience and other faciors,
Prvidual sk limats are set based on internal or external ass 1ent in accordance with limits set by the Trustees. The amounts presented in the
Lot ol Dmaneial position are net of allowances for doubtful receivables, estimated by the Trust's management based on prior experience and
i tsesstent o the current economic environment.

pe e st of financial assets recorded i the financral statements representing the Trust’s maximum exposure to credit risk is made up as

22
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FOR THE YEAR ENDED 30TH JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)
Fully performing Impaired Total
Kshs. Kshs. kshs.
vt 30 June 2019
I rade recervables 52.562.826 18.882,160 71.444.986
Bank balances 29.701.799 - 20,701,799 (I:xcludes cash at hand)
N30 June 2018 -
I rade recervables 63,027.779 19,566,878 84,594 637
1ank balances 32.902.674 32.902.674 (Excludes cash at hand)
Less than 1 Between 1-3
month months  Over 4 months Total
Fshs. Kshs. hshs, Kshs,

A0 June 2019
I'radde Receivables 13.044.420 7.930.202.00

50,470,364 71444986

At 30 June 2018
i'rade receivable 14.127.656 14.476.085.75 33990915 84,594,657

Costomers under the Tully performing category are paying their debts as they continue consuming water services. The credit risk
e vt thee recetvables s mimmal and the allowance Tor uncollectible amourts that the Trust has recognised i the financial
stements s constlered adequate to cover any potentially irrecoverable amounts.

ity risk

for liquidity risk management rests with the Trustees, The Trust manages liquidity risk through continuous monitoring of’

| cash flows

sresenis cash lows pavable by the Trust under non-derivative financial liabilities by their remaining contractual
e ot e sepertme date The amounts disclosed in the table are the contractual undiscounted cash lows. Balances due within 12
i cqual therr carmying balances as the mmpact of discounting is not significant.

I ess than | month Between 1-3 Over 4 months Total
months
Wshs. Ishs. Kshs. Kshs,

v 30 June 2019

"rade pavables 4.621.734 3.339.077 60,689, 449
0 June 2018
| rade pavables R.351,186 7.846.018 54,145,688 70,342,892

1 Farcign corrency risk

ih rust docs not have tansachional curreney exposures

Dy hatevest rate risk

< the sk that the Trust's financial condition may be adversely aifected as a result of changes i interest rate levels. The
rust s nterest tte sk anses from bank deposits. This exposes theTrust to cash flow mterest rate nisk

sonterest e nsk exposure arises mamly from interest rate movements on the Trust’'s deposits

HEWATER SECTOR REFORMS

CConstintion of kenva 2016 under the Fourth Schedule placed water and sanitation services 1o the County Governments. Similarly, the
w2016 provides Tor the County Governments to establish Water Service providers.

Coe Count. Acsenthhy of Mere passed ihe Meru County Water and Santtation Act 2014 to manage the provision of water and sanitation
ces wrthin Meru County urban areas
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30TH JUNE 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2019 2018
9 SELLING AND DISTRIBUTION EXPENSES
Salaries. Wages and Allowances 36,312,071 32.402.667
v 5.590,831 1,520,108
arrs and Maintenance 1,134,745 1,171,549
[Lehabilitaton-sewer svstem 167.903 358.614
\ssorted Tools 201.440 68,900
Travel and subsistence 1,400,431 773,210
& uty 1.183.833 1,404 332
Cilliee supplies 532,250 365,107
Oipertion & maiptenance pipeline 13.163.467 15,181,193
lectric 10,364,461 10,057,595
s and laboratory expenses 4.862.724 3.828.358
r Vehicle Runming Expenses 3466467 2833144
Botthing Mant Expenses 5.679.033 3,605,662
Minor works 3,168,104 944,319
zht Tow measurements 64,000 70,000
I xhauster Expenses 3,986,588 3,630,186
Water Analysis 532.000 552.720
SON FEVenue achivities ) 143,270 457384
91,933,617 79,425,049
10 NET FINANCE COSTS
Bank charges 177,498 123,204
177498 123204
i1 SURPLUS BEFORE TAXATION
Fhe surplus/tdelient) before taxation 1s stated after
charemg
Depreciation 17.443.832 16.758.914
Board of Directors emoluments 2,747.221 551,100
\uditor's remuneration 464,000 464.000
Net linance costs 177.498 123.204
interest income 2,061,715 1,961,917
12 TANATION
a) Corporate Tax
I rust's currrent tax charge is computed in accordance with income tax rules applicable on surplus generated
ne the year
plucs as per the accounts 14.323.0058 26,281,959
LG NG EHOWADIC CAPUTISes 17,702,348 20.567.096
32,025.353 46,849,055
LUSS, AHOWADIE CXPEISESS (26,291.164) (27,011,968)
deterred meome lor the vear ;(2;6';'-(;_12_[) 7:1_2.444.[ It‘u.)
l'axable mcome 3.658.067 17,392,971
Comorate Tax at 30% 1,097,420 5.217.891
by Taxation paid
Withholding tax on interest income 354.843 294287
354.843 294,287
e Fax Asset
s represents Tax advance payments (o Kenya Revenue Authonity as
At the end of the financial year. The Trust has recognised principal
10,388,931 11,131,508

Fones and nooanterest and penalties. The application for waiver of
interest and penalties is pending with the KRA
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13 PROPERTY, PLANT AND EQUIPMENT

wie Office Water &
Free Hold Office Motor Equipment Water Meters  Furniture &  Pipes & sewerage Work in
Land Buildings Computers Vehicles & Tools & Equipment Equipment Fittings treatment Progress Total
Kshs. Kshs. Kshs. Kshs. Kshs. Kshs, Kshs. Kshs. Kshs. h

COSTAALUATION -
At st July 2017 5,246,980 9,148,557 14,740,490 25,371,736 3,028,068 51,430,917 5,635,842 58,542.960 0 126399167 0 4,111,381 306,715,097
Additions 0 0 208,000 340,000 2,528 800 6,305 455 133019 17,143,209 0 6,240.252 33498735
Disposal 0 0 (20.000) 0 0 0 0 0 0 0 0
At 30th June 2018 3.246.980 9.148.557 14.928.490 25,711,736 5.556.868 57,792,371 9.371.861 75,686,170 126.399.167 10.351.633 340.193.833
At Ist July 2018 5.246.980 14,928.490 23.711.736 5.556,8608 57,792.371 9.371.861 75.686.170 126,399,167 10,351,633 340193 833
Additions 2,260,965 338361 5,757.000 - 5.754.381 141,760 4.374.472 0 (222.090) 18,404,848
Disposal 0 0 0 0 0 0 0 0 0 0] -

At 30th June 2019 7.507.,945 9.148,557 15,266,851 31,468,736 5,556,868 63,546,752 9,513.621 80,060.642 126,399,167 10,129.543 358,598.681
DEPRECIATION

At st July 2017 0 1,981,756 13,086,460 19468 446 2,896,620 36,058,281 6,017,867 29833346 0 3,159,979 0 112,502,755
Charge for the year 0 179.170 554 409 1.560,822 885863 4346818 419.249 5.731.603 3.080.980 0 16.758.914
On Disposal 0 0 (6.000.00) 0 0 0 0 0 - 0 (6.000 00)
AL 30th June 2018 0 2.160.926 13.634.869 21.029.268 3.782.482 40.405.099 6.437.116 35.564.949 6.240.959 0 129.255.669
At 1st July 2018 0 2,160,926 13.634.869 21,029,268 3,782,482 40,405,699 6,437,116 35,564,949 0 6,240,959 0 129,255,669
Charge for the year 0 174.691 489,504 2.609 867 390.870 4628331 384,563 5.561.962 3.003.955 0 17,443,832
On Disposal 1] 0 - 0 0 ] 0 0 - 1] -

At 30th June 2019 B 2335617 14,124,464 23,639,135 45,033,429 6.821.679 41.126.910 9.244914 0 146.699.501
NETBOOK VALLE

At 30th June 2019 7507945 6,812,941 1,142,387 7.829.601 1,183,515 18,513,322 2,691.942 38,933,732 117,154,253 10.129.543 211,899,181
At 30th June 2018 5.246.980 6.987.631 1.293,621 4,682,467 1774385 17,387.272 2,934,745 40,121,221 120,158,208 10,351,633 210938164

Services at went of Kenva and the G «d nth

SYWCICSs O and wilyr meters
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7,104,199
54,500

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2019

14 INTANGIBLE ASSETS Kshs

COST

A July | 7.158,699

Additions 208.800

At June 30 7.367.499
AMORTISATION

Adulby | 6,505,783

Charge tor the vear 258,515

At Jdune 30
NETBOOK VALUE

vt lune 30

I35 INVENTORIES

Pipes and Ntungs
I fectrical Ntimgs
Chemicals

Ohther stems

16 RECEIVABLES AND PREPAYMENTS

de receivables
Proviston for doubtiul debts - Dormant accounts
- General

Onher recevables. deposits and prepayments

17 CASH AND CASH EQUIVALENTS ACCOUNT NO.
Cash in Hand
Cashiat Bank Standard Chartered bank 0102063431800
Equity Collection account 1040299452042
Mpesa Collection account 918350
ved Deposits Egquity bank 1040373261721

7.158.699

6,225,962
279,821

6.764,298

6,505,783

603,201 652,916
5,956,500 6.341.396
12.539 12,539

- 94,986
290,391 329.345
6,259,496 6,778,266

71,444,986
(13.041.846)

84,594 657
(12.341.569)

(5.840.314) (7.225,309)
52,562,826 65.027.779
37,551,053 3,461,154

90,113,879 08,488,932
15,190 9,270

7.430.439 6,783,536
8.084.525 441,682
2,186,835 677.456
12,000,000 25,000,000

q 08¢ !: (!]l 2! I

e tunds i the Tived deposit will be used to finance the capital projects lined up for the year (sez note 26)

I8 GRANI
Balance as at IstJuly
ess Transfer 1o Revenue Reserves

falance at 30th June

1,235914
(178.530)
1,057,384

1.455.006
(219.092)
1,235,914

Ihe capital grant represents assets donaied to MEWASS by the Japanese Government and Tana Water Services

Board

27



i his relates o grants received from Water Services Trust Fund (WSTF)
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2019 2018
19 CONSUMER DEPOSITS
hese are refundable deposits paid by customers. The deposits are
celunded when water services Lo a customer are terminated: 40,743,955 36,847,955
200 PAYABLES AND ACCRUALS
rade pasables 63.822.679 64,603,195
Other payables and aceruals 46,742,532 42927533
110565211 107,530,728
21 STAFF COSTS
StalT costs include:
Contribution to retirement benefit scheme 4.483.374 6,444,327
Contribution to statutory pension scheme 362.146 339.398
Contribution to benevolent fund 82,100 85.200
Other salaries. wages and allowances 60.081.157 066,962 860
05,008,777 — 13831785
22 COMPENSATION OF KEY MANAGEMENT PERSONNEL
Basic salary 5,712,533 5,601,272
Other allowances 3.351.208 4,939,825
Retirement benelits 457.78% 889,800
9521529 11,430,987
23 NUMBER OF EMPLOYEES
I'he number of employees as at 30th June was; In 67 71
addition to the above. MEWASS engages labour on short term contracts.
s ol dune 2019, the number of employees on short-term contracts were
24 DEFERRED GRANT INCOME
Balance bfwd 19,212,791 21,437.815
Capitalized grants (1.897.591) (2,225,024)
17,315,200 19,212,791
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2019 2018
Kshs Kshs
25 CONTINGENT LIABILITIES
Value of award against MEWASS 17.853.494 17.853.494
he Trust has a Kshs.17.853.494.00 claim in respeet of a Land ownership
dispute where Water Treatment /Storage Tanks are located. The Trust is
vigorously defending itself through the court. The Trust lawyers are
defending the Trust, A provision has been made in these accounts for this
faum.
26 CAPITAL COMMITMENTS
vuthorized and contracted: 1.361,080 2,398.215
\uthorized but not contracted: 32.558.856 29.700.385

27 DISCLOSURE OF PRIOR YEAR ERRORS

I the current financial year the Trust has no adjustment for prior years.

28 CURRENCY RISK
Ihe Trust operates wholly within Kenya and its assets and liabilities are reported in the local currency. The Trust held
no foreign currency as at 30th June 2019

29 CURRENCY

I'he financial statements are presented in Kenya Shillings (Kshs).
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