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MERU WATER AND SEWERAGE SERVIGES
REGISTERED TRUSTEES

TRUST INFORMATION

FOR THE YEAR ENDED 3OTH JUNE 2013

PRINCIPAL PLACE OF BUSINESS AND REGISTERED OFFICE

Situated along Nakumatt - Kinoru Stadium
P.O. Box 859 60200
MERU

Tel: 064 32591
Fax: 064 32603
Email: i nfo@mewass. or.ke

INCORPORATION
Meru Water & Sewerage Services Registered Trustees (MEWASS) is incorporated under The Trustees (Perpetual

Succession) Act Cap 164, of the Laws of Kenya An irrevocable declaration of Trust was made in April 2001 between

Ministry of Environment and Natural Resources and l/eru Municipal Council on the one hand and the Trustees of

IVEWASS on the other. offectively transferring the duty of water and sewerage provision from the Ministry and Council

to h/EWASS. MEWASS ls registered with Tana Water Services Board as a Water Services Provider.

TRUSTEES

Mr. Gabriel Mrvenda Miungi
lt/r. Selesio Mutea
Mr. Shaheed M. lqbal
Bishop Jeremiah Anondo
Mr. Timothy Kibaki
Mr. Fredrick Kirima Mburugu
Mr. David Gitonga
Ir/r. ltr'loses Murianki Nabea
Mr. Kamanya Maeria
Mrs. Joyce K. Muriuki
Mr. Boniface M. Mwaniki
Cllr. John Mwalimu
Cllr. Joshua M. Muthuri
tr/r. Abdi Omar
Cllr. Gerald Murungi
Cllr. Samson Thuranira
Ivlrs. Catherine K. Liiford
lvlr. Stanley Mbae

CORPORATE MANAGEMENT TEAM

Mr. Stanley Mbae
Mr. Mathew Nteere
Eng. Victor N.Njeru

ADVOCATES
Kiautha Arithi and Co. ,Advocates
P.O. Box 241860200
MERU

AUDITORS
Kenya National Audit ffice
P.O. Box 30084 - 00100
NAIROBI

BANKERS
Standard Chartered Bank of Kenya
Meru Branch
P.O. Box 109 - 60200
MERU

Joined 6th December 2013

Joined 20th December 2013
Joined 20th December 201 3

Joined 20th January2014
Left
Left
Left
Left
Left

Joined 2nd August 2012 Left
Left

Joined 18th June 2013
Secretary to the Board

General Manager
Commercial Manager
Technical Manager

ABC Bank
Meru Branch
P.O. Box 3100 - 60200
MERU

Chairman
Left 19th December2013

14lh Dec,ember 2012
27th ttlarch 2013
4th September 2012
4th September 20"12
16th May 201 3
1 4th December 201 2

2nd August 2012

Equity Bank Ltd
Meru Branch
P.O. Box 400 - 60200
MERU
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

CHAIRIIAN'SIREPORT FOR THE YEAR ENDED JUNE 2013

I am pleased to present to you the annual report for the financial year ending 2013 on behalf of

the Board of Trustees. During the year under review, we continued to focus on imprwillg our

Scrvbcs to our customers.

Flnancial Performance
For the year ended 30th June 2013, the Trust Operating Surplus was Kshs.3.6 million before

taxati6n. This was lower compared to the previous year due to increase in the provision fior

bad and doubtful debtors, decrease in revenue as a resuJt of institutional clienB optng for

atbmative water sour@s and increase in the costs of operations.

I nvcdrnent Eerforma nce
The Trust's cApital investment for the year was Kshs.5.6 million from the intemally generated

funds. The investment was to enable us to continue to provide high quality drinking water to

our cusbmer$. The bottling water line was made operational in the same year.

Operafrng performance
ln order to serve larger population the Trust has been extending services to far flung areas

namcly lGbaone 1 & 2, Ciothirai and Ruiri areas. During the year we extended sewicas and

thug increased water conneclions by 968. The total number of connections as atthe end dtre
yter was 10144 effectively changing the stratus of the Trust from medium water sewics
provider to a large water service provider as per the classification by Water Services

regulatory Boerd.

WtrrQualiry
Wrtrr produced and distributed by the Trust continues to be of high standard with a
compliance rhte of above 96 percent. This is attested by external tests carried out by Kenya

Bureau of Standards throughout the period. The provision of high quality clean watar implies

that the Trust have to ensure that its systems are well maintained to reduce the loss of water

durilg hansrtission. The percentage of non revenue water as at the end of the reportirg yer
wat bGbw 30 percent.

Envlmnrnental protection
Wc acknowlgdge the importance of our environment and in order to have sustaineble ard
long.Enn sdution to water resource availability, we continued to promote the nced br fic
ccologi:al protection by promptly remitting the requite fees to the Watcr Rcsourco

Menqcment Authority. Similarly, a policy document will be formulated to address ecologhal,

water catch rnent preservation a nd co nservation .

Prcw lnvolvement
Thc Trust qontinued to provide water services to the less brtunate living in tp urtlt
scttbrrcnts by providing water at reasonable prices. The orerall aim is to h?rm tt
llvc{hods dourfifi' Adtlitional a(fuur) Water Kiosks h.€tcn planned [s !s prssted ,r

ttryrar 2014.
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MERU WATER AND SEWERAGE SERVICES

REGISTERED TRUSTEES

CHAlRlf,/AN'S BEPORT FOR THE YEAR ENDED JUNE 2013 CONT'D

Corporeb Socia! Reaponsibility
The Trust continued to associate itself with the community by participating in various adivities

almcd at giving back to the community. As a public utility the Trust strives to care fior tle
comnrunity. Towards this end in the year 2013, the Trust engaged in a number of corporaE

sociat responsibility by partnering with the Meru County Government in cleaning Meru town,

providing food b the less fortunite, participating in sports and so on.

Tho Board
Bufhg the year there has been a change in the board composition with some members d tle
board leaving and others joining. Those who left during the year include the able brmer

Chairman Mr. Salesio Mutea. t salute him for successfully steering the Trust br the hst 10

yca6. For the new members, I welcome your invaluable contribution towads realizatirn of

Tru$t objectivbs.
\IVc ere committed to continuously strive to uphold various guidelines and legal requirements

as issued by vdrious authorities from time to time.

Futuru Prcspects
To mcet the Fver increasing demand for water services for the growing popuhtion and

exilrding services to unserved areas, the Trust intends to seek funds from the Courfiy

Govemment financial institutions and other development partners within the next tvro years in

ordcr to enhanbe the investment climate.

The cryansion of water treatment works is expected to be undertaken within the next three
yce6. \A/trersds, potential development partners have shown interest in the development d
ss\rcragc systcm, we shall pursue the same vigorously.

Appncffilon
I ad<nqlu,ledge the support and assistance from all our stakeholders, including the Ment

County Government, development partners and our customers. Let me emPasize that lt is
through the cgrdial relationship with you that we were able to achieve the above. \lVi$t your

continued support, we pledge our commitment for better services.

ln condusion, let me express appreciation to the Board of Trustees, Management and Stafi d
MEWASS fior their effort in provison of excellent services. I Iook fonrard to a succassfrd year

2014.

Thenk you.

M. Miupt

tl

Cnrrmaa tutrd dTn&ps
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1. PRINCIPAL ES

The principal of the Trust are the provision of water and sewerage services within the

and its environs.

The Trustees s
2013.

Meru Municipal

2. RESULTS

The results for

3. TRUSTEES

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

REPORT OF THE TRUSTEES

FOR THE YEAR ENDED 3OTH JUNE 2013

their Tenth report and the financial statements for the year ended 30th June

year are set out on page 9

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

4. AUDITORS

Auditor Gene (Kenya NationalAudit Office) continues in office

By order of Board of Trustees:

Secretary

DATE:'l9th ,2014
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MERU WATER AI'ID SEWERAGE SERVICES

REGISTERED TRUSI'EE5

STATEMENT OF TRUSTEES RESPONSIBILITIES

FOR THE YEAR ENDED 3OTH JUNE 2013

The Trustees are required by the [',4eru Water and Sewerage Services Trust Deed clause 17 to

prepare accounts for each financial year, which give a true and fair view of the state of affairs of

the Trust 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 at any time, the financial position of the Trust. They are also responsible for

safeguarding the assets of the Trust. The Trustees accept responsibility for the annual financial

which have breen prepareo using appropriate accounting policies supported by reasonable

and prudent judgementsand estimates, in conformity with generally accepted accounting practice.

The Trustees are of the opinion that the financial statements gtve a true and fair view of the state

of the firrancial affairs of the Trust and of its operating results. The Trustees further accept

responsitrility for {tre rnaintenance of accounting records which may be relied upon in the
preparation cf frnancial statements, as vyeil as adequate systems of internal financiai control.

Nothing ha-s coms to the attention of the Trustees to indicate that the Trust will not remain a going

concern for at lea$t the next twelve months from the date of this statement.

MR. GABRIEL MWENDA MIU

TRUSTEE
DATE: 19th May, 2014

MR. FREDRICK K. ['IBURUGU c

TRUSTEE

o
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KENYA NATIONAL AUDIT OFFICE
REPORT OF THE AUDITOR.GENERAL ON MERU WATER AND SEWERAGE

SERVICES REGISTERED TRUSTEES FOR THE YEAR ENDED 30 JUNE 2013

REPORT ON THE F]NANCIAL STATEMENTS

I have audited the accompanying financial statements of Meru Water and Sewerage

Services Regi$tered Trustees set out on pages 9 to 21, which comprise the statement

of financial pLsition as at 30 June 2013, and the statement of comprehensive income,

statement of changes in equity and the statement of cash flows 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 14 of the Public Audit Act, 2003. I have obtained all the information and

explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

Management's Responsibitity for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with lnternational Financial Reporting Standards and for such

internal control as management determines is necessary to enable the preparation of

financial statements that are free from material misstatement, whether due to fraud or

error.

The management is also responsible for the submission of the financial statements to

the Auditor--General in accordance with the provisions of Section 13 of the Public Audit

Act, 2003.

Auditor-Gendral's Responsibility

My responsibility is to express an opinion on these financial statements based on the

auOit anO repoil in accordance with the provisions of Section 15(2) of the Public Audit

Act, 2003. ine audit was conducted in accordance with lnternational Standards on

Auditing. Those standards require compliance with ethical requirements and that the

audit bL planned and performed to obtain reasonable assurance about whether the

financial statetnents are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the finantial statements. The procedures selected depend on the

audito/s judgment, including the assessment of the risks of material misstatement of

the financiaf staterfrents, whether due to fraud or error. ln making those risk

I
I
I
I
I
I
I
I
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assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Trustee's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinion

Failure to provide for contingent liability

Records available at the Meru Water and Sewerage Services (MEWASS) indicate that
the Trustees have a land ownership dispute in regard to a parcel of land where its water
treatment tanks are erected. The alleged owner of the land sued the Trustees together
with Tana Water Services Board and Municipal Council of Meru sometime in 2008.
MEWASS was sued in its capacity as the managing agent of the Tana Water Services
Board and it occupies the suit property. The judgment was delivered on 2 March 2012
and the appellant was awarded compensation and damages totaling Kshs.26,853,494.
Out of this amount, MEWASS was required to pay Kshs.17,853,494 as compensation
and damages and 30% of future profits capitalized at a risk of 20o/o, estimated at
Kshs.4,250,832 per annum. The Trustees appealed against the ruling in March, 2012
and the case is still pending in court. However, no provision for contingent liability was
made during the year under review in respect to the matter in the event that MEWASS
loses the case.

Qualified Opinion

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements presently fairly, in all material respects, the
financial position of the Trustees as at 30 June 2013, and of its financial performance
for the year then ended, in accordance with lnternational Financial Reporting Standards
and comply with the Trustees (Perpetual Succession) Act, Cap 164 of the Laws of
Kenya.

I

Edward R.O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

2

5 June 2014

I



i

,i

l,

I

1

i
lr

I,

I

I

Turnover
Other lncome
TotalOperatlng

EXPENSES:

Administration and
Selling and

Surplus from

Net Finance Costs

Surplus Before

Taxation

Surplus after T

ment

Activities

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 3OTH JUNE 2013

Notes 2013
Kshs

108,718,592
10.966,605

1{9,685,197

9

(60,611,352)
(5s.182.163)

(1 15.793.515)

3,891,682

(250.607)

3,641,075

e.493.7721

il!12J03

10

4
5

6
7

2012
Kshs

1 13,199,601
9.515.025

122,714,626

(54,838,506)
(59.189.123)

fi14.027.629\

8,686,997

(366.708)

8,320,288

Grrlszt
4.731.331

8
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2013
Re-stated

Notes 2013 2012
Kshs Kshs

ASSETS

NON.CURRENT ASSETS
Property, plant & equipment
lntangible asset$

CURRENT ASSETS
lnventory
Receivables and prepayments

Tax asset
Cash and cash equivalents

CURRENT LIABILITIES
Related parties

Consumer deposits
Payables and accruals

WORKING CAPITAL

NET ASSETS

FINANCED BY

Grants
Revenue reseryes

NON.CURRENT LIABILITY
Deferred grant income

13

11

12

14
19

15

17

18
20

46,011,976
260,649

46.272.625

2,524,434
56,739,267
6,529,955

58.447,890
124.241.545

18,261,317
14.173.910
32.435.227

91.806.318

138-078.S43

3,388,381
127 .791.352
131,179,732

6,899,211

48,148,017
798.822

48.946.839

2,910,049
86,809,014

256,544
25.848.027

115.823.634

37,555,312
15,124,817
13.249.281
6s.929.410

49.894.225

98.841.065

16 3,254,719
87.701.534

90.956.253

7,884,813

TOTAL 138.078.943

-18-84L005

The financial statements were approved by the Board of Trustees on 18th September, 2013 and signed

on its behalf by;

MR. GABRIEL MWENDA MIUNGI
TRUSTEE

MR. FREDRICK K. MBURUGIJ

23

)

)

)

I

TRUSTEE..,..

10

DATE: 19th May,2014
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At 01.07.20'11

Transfer from Grant

Grant from related - Water Meters

Capitalized grant

Surplus for the year

Withholding Tax

Corporate Tax

At 30.06.2012

At 1st July 2012

Transfer trom Grant

Grant from related

Capitalized related

- Water Meters

long liability

Capitalized grant

Surplus for the year

Withholding Tax

Corporate Tax

At 30.06.2013

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 3OTH JUNE 2013

Notes
Grants

Kshs
3,298,650

1(n)&16

16

(863,651)

819,720

I

10(a)

10(b)

1 (n)&16

16

17

23

10(a)

10(b)

3,2il,719

3,2*,719

(788,1 58)

921,820

3.388.381

Revenue
Reserves

Kshs
81,162,062

863,651

1,243,098

8,320,288

(2e8.608)

(3,588,957)

97,701,5U

87,701,534

788,158

37,555,312

985,602

3,641,075

(386,557)

(2,49s,686)

'127.789.438

Total
Kshs

84,460,712

819,720

1,243,098

8,320,288

(2s8,608)

(3,s88,957)

90,956,253

90,956,253

92t,820.00

985,602

3,641,07s

(386,s57)

(2,495,686)

131.177.819

L

I

23

I
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Operating Activitics
Surplus before taxation
Adjustments for:
Depreciation
Armotisation of intangible assets
Gain on disposal
lnterest lncome

Surplus before changes ln
worklng capltal

Changes in Working CaPital

lncrease/Decrease in lnventory
lncrease/Decrease in Receivables and prepayments

lncrease in Consumer deposits
lncrease in Payables and accruals

Cash Generated from Operatlons

Taxation Paid

Net cash generated from operations

lnvesting Activities

lnterest received
Disposal of fixed assets
Purchase of fixed assets

Net cash used in lnvesting activities

Financing Activities

Deferred grant income

Net cash generatcd from financing activities

Decrease in cash and cash equivalents

Cash and cash equlvalents:

At the start of the year

At the end of the Year

MERU WATER AND SEWERAGE SERVICES
REG!STERED TRUSTEES

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED 3OTH JUNE 2013

2013
Kshs

3,641,075

7,803,746
111,707
('t7,4731

Q.577.047)
5.320.932

8,962,007

385,615
30,069,748

3,'r36,s01
924.628

34.516.492

43.478.499

(8,727,273)

34.751.226

2,577,047
48,000

(5.698.231)

(3.073.183)

921,820

921.820

32,599,863

25.848.027

5gJ4Z.t90

2012
Kshs

8,320,288

8,254,066
159,581

(1.990.720)
6.422.927

14,743,216

(529,270')
(15,997,558)

3,775,418
2.768.632

(9,982.778)

4.760.438

(34,251,471)

(29.491.033)

1,990,720

(10,1 38.912)

(8.148.192)

(1,761,695)

('t.761.695)

(39,400,92!)

65,248.948

25,943.927

I

12
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAB ENDED 3OTH JUNE 2013

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 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 basrs, at annual rates estir-nated to write off carrying values of the assets over

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

Freehold land
Buildings
Furniture and equipment
Motor vehicles
Water meters
Com puters and typewriters
U/orksnop equipment
Pipes and fittings

Nit
2.SYo

12.5%
25.0%
20.00h
30.0o/o

33.-aoh

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.

fl lnventory

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

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

costs necessary lo make the sale.

g) Deferred Grant lncome

Government grants relates to assets, including non-monetary grants at fair value are presented in the balance sheet

by setting up the grant as deferred incorne an<j by deducting the grant in arriving at the carrying amount of the asset
donated.

I

13
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO TIiE. FINATJCIAL STATEMEN T$

FOR THE YEAR ENDED 3OTH JUNE 2013 (CONT'D)

h) Lease Charges

Cperating 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 Retirenrent Benefits Scheme, which was registered with the Retirement Benefits Authority on 28th
July 2005. lhe assets of this scheme are held in a separate Trustee administered fund.

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

j) Provisicn for Staff Leave Entitlement

A provision is made to recognise staff entitlement in respect of ar:nual leave not taken as at the end of the financial
year. The monetary liability for ennployees' accrued annual leave entitlement at the balance sheet date is recognized
as an expense accrual.

k) Foreign Currency

Trarrsactilns 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 rLr!ir,g1 at the 5alance sheet date.

l) Trade Receivablcs

Accounts recervable are stated at their norninal value and reduced by appropriate allowances foi eslirlated
irrecoverable amounts.

m) Trade Payables

Trade payables are stated at their nonninal value

n) Amortisation of Capital Grant

Grants received fqr capitai assets are credited 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 macie based on theTrustees' evaluation of the trade receivables' balarrre 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 $uccess.

p) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank, in hand arrd short term deposits with a maturity of 6 months
or less.
For purpose of the cash flolv st;:temeirt, cash and cash eiiuivalents comprise of cash and cash equi'.ralents
as defined above, net of or.rtslanciing banli overdrafts.

tl



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE T.INANl.:iAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2013 (CONT'D]

q) Reserves

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

r) Comparatives

\A/here necessary, comparative figures have been adjusted to conform with clranges 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 wi!l be required to settle the obligation, and a reliable estimate of the amount

can be made.

Where the l-rust expects a provisiorr to be reimbursed, tor example under insrtrance. the reimbursement is

recognized as a separate asset but only when the reimbursement is vii'tually uncertain.

t) lmpairment

At each balance sheet date, the Trrrst reviews the carrying amounts of its financtal 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 reco,rered through use or sale of the asset.

lf such an indication exists, the recoverable amount is estimated. An impair"ment 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. CRITIC:AL 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:

Propefty, plant and equipment
Critical estimates are made by the Trustees in determining depreciation rates ior property, plant and equipment.

The rates used are set out in note 1 (d) above.

ii) Critical judgernents in applying the entity's accounting principles

ln the process of applying the Trust's accountirrg polrr;ies, the management has made judgements in

oetermining:

- The classificatron of financial assets and leases.
- Whether the assets are imoaired.

1R
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7,022,469
120,500

2,577,047
200,816

1,028,300
17,473

ln anE

NOTES TO IHE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 3OThI JUNE 2013 (CONT'D)

3. THE WATER SECTOR REFORMS
Pursuant to the requirements of the lVater 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, Water services provision being a devolved function to t

County Government, the status is expected to changed during transition period of Constitution of Kenya 2010
Re-stated

2013 2012

4 TURNOVER KShS KShS

Water Revenue 84,156,588 86,371'411

Sewer Revenue 20.'140,209 22'013,119

Other Revenues 4,413,484 4,815,071

Bottled Water Revenue 8,310 0

108,718,591 :]@
7,193,553

148,000
1,990,720

182,752

0

0

s.51s.025

5 OTHER INCOME
Materials and labour charges
Sale of tender forms
lnterest income
Miscellaneous income
Exhauster Revenue

Gain on disposal

6. ADMINISTRATION AND ESTABLISHTUENT EXPENSES

Salaries, Wages and Allowances
Staff Welfare
Repairs and Maintenance
Cash Collection Charges
Office Supplies
Training
Motor Vehicle Running Expenses
Telephone and Email
Audit Fees
Travelling and Subsistence
Trustees' Fees and Allowances
Annual General Meeting expenses
Meetings and Conferences
Electricity and Generator expenses
Advertising and Public Relations
Donations and Subscriptions
Social activities expenses
Entertainment expenses
Legal,Professional Fees & Levies
Security
Uniforms
lnsurances
Depreciation
Armotisation of intangible assets
ASK Show
Postage
lncrease in provision for doubtful debts
Decrease irr provision for VAT claims
VAT Clainrs time barreC
Provision for Staff Accrued Lea're
Gan,es&Sports-Vy'asca
General Office Expenses
Assorted Tools

24,039,813
1,130,767
2,132,827

413,222
2,077,830
1,304,165
1,652,432

791,306
464.000

1,156,644
1,840,761

267,500
545,501
346,643
448,574
159,370
142,530
93,330

2,582,171
1,692,207

493,237
61 5,1 91

7,803,746
111,707
375,079

2,643,S89
3,776,752

0

0
86,279

714,100
596,208
113.414

21 ,112,891
815,532

1.881,061
411,051

1,687,412
757,412

1,556,061
714,927
464,000

1,577,576
2,786,878

237,337
550,286
485,785
456.241
227,BOO

'17,60Cr

5,995
3,190,934
1,232,771

347,705
495,126

3,254.067
159,58'1
248,382

2,252,962
1,327 ,210

(1 .976,387)
1,976,387

309,425
1,124,829

28,10C
121 ,567

60,61 1,352 54,838,506
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENpED 30TH JIJNE 2013 (CONT'D

2013
Kshs

20't2
Kshs

7. SELLING AND DISTRIBUTION EXPENSES

Salaries, Wages and Allowances
License fee
Repairs and [Vlaintenance
Rehabi I itation-se\iver system
Assorted Tools
Travel and subsistence
Revenue Stamps
Office supplies
Pipes and Fittings
Electricity
Chemicals and laboratory expenses
Motor Vehicle Running Expenses
Bottling Plant Expenses
Minor works
Night flow measurements
Exhauster Expenses
Water Analysis

8. NET FINANCE COSTS

Bank charges

9. SURPLUS BEFORETAXATION

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

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

And after crediting:
lnterest income

Surplues as per the accounts
Addl Non allowable expenses

$g. Allowable expensess

Taxable income
Corporate Tax at 30%

18,983,333
14,877,364
2,554,286

703,928
15,272

461,173
174,086
55,143

8,854,682
914,037

2,278,361
3,063,868

411,508
284,483
224,000
746,268
580,370

55182103

19,220,346
14,049,469

3,201,221
1,988,647

389,121
1,091,162

171,290
77,263

10,578,942
1,238,508
2,344,991
3,391,032

491,289
0

502,000
0

453,842
59.189.123

250-602

7,803,746
1,840,761

464,000
250,607

2.577.047

3,641,075
11,937,853

15,578,929
(7,266,356)

8,312,573
2,493,772

306J08

8,254.067
2,786,878

464,000
366 708

1.990.720

10. TAXATION

a) Withholding Tax 386557 29&008
The withholding tax was deducted by the paying institutions from interest income earned on fixed deposits.

b) Corporate Tax
The Trust's currrent tax charge is computed in accordance with income tax rules applicable on surplus
generated during the year.

8,384,288
11,420,629
19,804,917
{7,841,728\
'11,963,'t89

3,588,957

-
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MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAE]ENDED 3OTH JUNE 2013 (CONT'D)

12. INTANGIBLE ASSETS

Balance at start of year

Less: ERP work in Progress

Amortisation
ERP Development W.l.P

13. INVENTORIES

Pipes and fittings
Electrical fittings
Chemicals
tr4otor spare parts

Other items

14. RECEIVABLES AND PREPAYMENTS

Trade receivables
Provision for doubtful debts

2013
Kshs

798,822
(426,466)
372,356

(111,707)
0

________26I164!t

2012
Kshs

958,403
(426,466)
531,937

(159,s81)
426.466

798.822

2,239,141
12,812

587,921
30,400
39,774

2-91tX149

90,383,597
(8,440,194)
(8.194.340)
73,749,063
13.059.951

:__86.809JU

2,683,667
182,976

22,981,384
25.844.O27

3,298,650
819,720

(863.651)

3.254.719

1,853,608
'12,539

555,122
18,400
84,765

- Dormant accounts
- General

252J.434

67,834,311
(15,142,060)

(5.269.225)
47,423,026

9,316,240Other receivables, deposits and prepayments

15. CASH AND CASH EQUIVALENTS

Cash at Bank
Cash in Hand
Fixed Deposits

Balance as previously stated
Grant from related parties

Less: Transfer to Revenue Reserves
Balance at 30th June

56.739.267

14,441,065
111,196

43,895,629

____58-44L890

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

16. GRANT

3,254,719
921,820

(LBBJ!8_)

lJCI9391

The capital grant represents assets donated 1o MEWASS by the Japanese Government, Tana Water Services

Board

19



MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2013 (CONT'D)

This represents the water and sewerage debtor balances taken over from Meru Municipal
Council and the Ministry of Water on 1st July 2002.fhe Trust hereby converts these long

term liablity into capital

18. CONSUMER DEPOSITS

These are refundable deposits paid by customers. The deposits are

refunded when water services to a customer are terminated: ffi2eiluz

19. TAX

This represents Tax advance payments to Kenya Revenue Authority as

at the end of the financial year. The Trust has recognised principal
Taxes and no interest and penalties. The application for waiver cf
interest and penalties is pending with the KRA ff28O{U

20, PAYABLES AND ACCRUALS

17. AMOUNTS DUE TO RELATED PARTIES

lVleru Municipal Council
Ministry of water
Capitalized related parties long liability

Trade payables
Other payables and accruals - as previously stated
Understated Accrued audit fees
As Re- stated
Provision for staff leave entitlement

21. STAFF COSTS

Staff costs include:
Provision for staff leave entitlement

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

22. NUMBEROF EMPLOYEES

The numoer cf ernpioyees as at 30th June 2013 was 63 (20't2: 66)

2013
Kshs

9,132,972
28,422,340

(37,555,312)

0

6,722,675
5,328,670

0

2,122,565

14JZ3.9gl

L1&5L1

3,579,871
278,312

76,300
39,088,663
4i192!U40

Restated
2012
Kshs

9j32,972
28,422,340

0

3L555.312

fiazLql.Z

{E@

6,317,717
4,831,278

64 000
4,895,278
2,036,286

&24_e_eu

AoIOJES

3,567,855
499,121
84,800

36,181 ,.462

4lL3_l3a3f

I
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23. DEFERRED GRANT ]NCOME
Balance bfwd
Refunds to WSTF
Capitalized grants

25. CAP'TAL COMMITMENTS
Authorized and contracted:
Authorized but not contracted:

MERU WATER AND SEWERAGE SERVICES
REGISTERED TRUSTEES

NOTES TO THE FINANCIAL STATEMENTS

FOR THF_-

2013
Kshs

7,884,813
0

(98s,602)

15.597.000
lli-sgzJxro

20't2
Kshs

11,709,326
(2,s81,415)
(1,243,098)

6,899,211 7,884,813

This relates to grants received from Water Services Trust Fund (WSTF) under the
Urban Project Concept (UPC) to fund water services to the underserved areas'

24. CONTINGENT LIABILITIES

The Trust has a Kshs.1 7,853,494.00 claim in respect of a Land ownership dispute where Water Treatment

/Storage Tanks are located. The Trust believes this claim is without merit and is vigorously defending itself

The Trust lawyers are defending the Trust. No provision has been made in these accounts for this claim.

0 1,490,940

rcJoz-aaa
20257.940.

26. PRIOR PERIOD ADJUSTMENTS

ln 2012, the Trust's had provided audit fees at Ksh 400,000.00, KENAO invoice did not have an ETR receipt

hence the VAT component of the invoice was nct claimable from KRA

400,000.00
64,000.00

464,000.00

27. CURRENCY RISK
The Trust operateq wholly within Kenya and its assets and liabilitres are reported in the local currency. The

Trust held no foreign currency as at 30th June 2013

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

Accrued ALrdit feet
VAT connponent of the invoice amount

Re'stated amount

-
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