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1. Acronyms and Glossary of Terms

Acronyms and glossary of terms that appear in this annual report and financial statements.

CO
ICPAK
IHRM
IFRS
MEWASEO
MD

NRW
PFM
PSASB
TWWDA
WASREB
WSTF

Chief Officer

Institute of Certified Public Accountants of Kenya
Institute of Human Resource Management

International Financial Reporting Standards

Meru Water and Sewerage Servi€smpany Limited
Managing Director

NonRevenu&Vater

Public Financial Management

Public Sector Accounting Standards Board

Tana Water Works Development Agency

Water Services Regulatory Board

Water Sector Trust Fund
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2. Key Entity Information

Background Information

Meru Water & Sewerage Servic€&mpany Limited MEWASSCO) is incorporated undehe

C o mp a Acy 2015, ofthe Laws ofKenya The Constitution of Kenya 2010 under the Fourth
Schedule placed water and sanitation services to the County governments. Consequently, the
Transition Authority vide Gazette Notice no. 154 &f August 2013, transferred water service

provision including watersanitation and sewerage companies to the County Government of Meru.

At county level the Company is represented by the County Executive Member responsible for water
and sanitation, who together with the board of Directors are responsible for the geheyadn

strategic direction of the Company.

Principal Activities
The principal activity of the Entity is to provide water and sanitation services within its area of
jurisdiction
Vision Statement
A model worldclass provider of water and sanitatigervices
Mission statement
To sustainably provide quality, reliable and affordable water and sanitation services to the
residents of Meru County leveraging on modern technology
Core Values
e Integrity
e Professionalism
e Team work
e Innovativeness
e Transparency
¢ Inclusiveness
e Customer service

e Environmental and climate change consciousness
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Directors

The Directors who served the entity during the year/period were as follows:

Dr. Mworia Mugambi - Chairman Left on5™ Jaruary,2024

Mr. Charles Mwenda - Chief Officer Finance Appointed on % Sept2022
EconomicPlanning& ICT

Ms. Jackline Karimi - Alternate to Chief Officer Appointed on1% Jaruary,2023
Finance

Ms. Elizabeth Kanini - Board Member Appointed on 18 May 2018

Mr. Patrick Mugendi - Managing Director Appointed ori7!" Seft,2022

Mr. StepherMwenda - Chairman Appointed on % Jaruary,2024

Ms. Irene Kinya - Board Member Appointed on % Jaruary,2024

Dr. Eliud Mate - Board Member Appointed on % Jaruary,2024

Mr. Lewis Kithinji - Board Member Appointed on % Jaruary,2024

Mr. Mungathia Kiunga - BoardMember Appointed on 8 January,2024

Ms. JoyceKaaria - Chief Officer Water, Irrigation, Appointed on % Jaruary,2024

Environment, NaturaResources

& Climate Change



EWASS MERU WATER AND SEWERAGE SERVICES COMPANY LIMITED
Annual Reports and Financial Statementgor the year ended June 30, 2024

Registered Office
MEWASS Building
Situated along KinoreStadium Road
P.O. Box 8590200
Meru, KENYA

Corporate Headquarters

P.O Box 85960200

MEWASS Building

Situated along KinoreStadium Road
Meru, KENYA

Corporate Contacts

Tel: 0643132591, 0717527707
E-mail: info@mewass.or.ke
E-mail: meruwater@gmail.com
Website:www.mewass.or.ke

Corporate Bankers
Standard Chartered Bank of Kenya
Meru Branch
P.O. Box 109 60200
MERU

Equity Bank Ltd
Meru Branch

P.O. Box 406G 60200
MERU

Independent Auditors
Auditor-General
The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084 00100
Nairobi, Kenya.

Principal Legal Advisers
The Attorney General
State Law Office and Department of Justice
Harambee Avenue
P.O Box 4011200200
Nairobi, Kenya


mailto:info@mewass.or.ke
http://www.mewass.or.ke/
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3. The Board of Directors

Photo

Name and
Quialifications

Date of Birth and Experience

Stephen Mwenda
Mungania

BBA - Finance
MBA-Finance
CPA(K)

Date of Birth27/02/1975

Finance Manager Meru Daikynion since
2005- to date

ChairpersorBoard of Directors

Irene KinyaMaina
Counseling
Psychologist

Kenya Association of
professional counselor|
(KAPC)

Date of Birth27/02/198
Counsellor representatieru County

Dr. Eliud Mate
Muriithi

PhDHuman Resource
Management

Masters of Arts in
Public Administration
& Management
(IHRM)

Date of Birth17/12/1970

Director Apex Consultants 204@date.
Lecturer department of Economig&s
Business Management December 204drch
2013 at Meru University of Science &
TechnologyDirector/Lecturer Meru Town
Campus university of Science & Technolog
October 200December 2011

Chairpersofl echnicalCommittee

Elizabeth Kanini
Dip. Business
Management

Date of Birth 1974

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

Lewis Kithinji Murira
Bachelor of
Development studies
Diploma in Tourism &
Travel Management

Date of Birth1984

Director MeruCounty AlcoholicDrinks
Control Board 2017odate
Businessman

Vi
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Joyce Kaaria

Masterin Education

Date of Birth25/08/1974

Ag Chief Officer Water and Irrigation,
Climate change & Natural Resources
County Government of Meru
Chairperson Audit Committee

Arts

Mungathial. Kiunga
Bachelor of Education

Date of Birth01/01/1936
Teacher at Burieruri Secondary School 201
2019 Businessman

Kaibiria

CPAK)

Charles Mwenda

BComAccounting,

Date of Birth23/11/198)

Chief OfficerDepartment oFinance,
EconomicPlanning& ICT County
Government of Meru
ChairpersofFinance & Admin Committee

Patrick Mugendi
Kwiriga,

Managing Director
BBS-Development
studies MBA-HRM

Date of Birth 29/12/1977
Over1l0y e ar s >  dnxAgministratiom c
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4. Key Management Team

Photo

Name and Qualifications

Date of Birth and Experience

Patrick Mugendi Kwiriga,
Managing Director
BBS-Development studies
MBA-HRM

Date of Birth 29/12/1977
Overl0y e ar s’
Administration

dnx p e

CPA Lydiah Mukami Kinoti
Finance Manager
BComAccounting, CPA(K)

Date of Birth 17/04/1979
Over 15 years
Accounting & Commercial
services

Kennedy Wekesa Kilali
Technical Services Manager
BSc. Water & Environmental
Engineering

Date of Birth 02/08/1980
Over 13 years
water Sector

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

Date ofBirth 04/12/1972
Over 20 years
Audit and Accounting

b

Meckson Kinyua Musyoka
Procurement Manager
BBM, Dip Supplies
Management

Date of Birth 05/11/1984
Over 10 years
Procurement Management

b

Caroline Ruguru Kinyua
Ag. Human Resource Managel
& Administration

Diploma in secretarial and
public relations

Date of Birth 28/05/1979
Overl0year s’
Administration

dnx p e

viii
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.Chairman?’s Statement

It is our duty as a water company to provide water and sanitation services in the Meru Municipality
and the surrounding areas as prescribed by the licence issued by the Water Services Regulatory Boar
as per the Water Act 2016n behalf of the Board @irectors | presentannualreport which outlines

the Company’s financial and ope endingi38 dunel2028.¢ r f o
The company is guided by fiweear strategic plan which outlines Key Redlleasthat are vital in
addressinggrowth and developmenibwards achievement of overall objective of providing quality
water and sanitation services through modern technology.

Performance

During the period, the Water Services Regulatory Board released performance report of Kenya Water
services Sector which ranked the company among the top ten best performing water service providers
in Kenya. The company was ranked position 7 nationallyasdion 3 in large water service providers
category based on nine sector benchmarking criteria. On fingecfatmance theompany recorded

a total operating income amounting to Ksh 255.9 million as compared to Ksh 238.6 million in the
previous finanal year 2022023. The total expenditure for the year amounts to Ksh 266.1 million as

compared to Ksh 237.5 million in the previous financial year 201223.

Infrastructure Development

During the yeathe company invested a sum of K4B.5 million towardsextending water pipeline
networkto theunderserved areas within the supply area. The interventions were aimed at addressing
the water service issues identified from the resid&itsilarly, work in progress amounting to Ksh

19.8 million was capitalizeduting the year.

The Board is awarthat more is needed in terms of investment towards water supply as the demand
has exceeded the available resource. In conjunction with the County government of Meru, the company
has reached out to various water develampnpartners towards funding of water infrastructure within

the supply area under our jurisdiction.

The Board
During the year, new Board of directors were unveiled following conversion of the water service
provider from a Trust to a company. This was as a result of recommendationSeyiie County

Public Investments and Special Funds Committee in conformity wih the Water Act 2016.

iX
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9

Chairman’s Statement Cont’d

Going forward

As the mandate of the company is as spelt in the operating licence, we endeavour to discharge out
responsibility accordingly. Therefore, we will be seeking necessary support from all olnotdeke

as we aim to improve service delivery. The pricing of our water services cannot absorb the costs of
operations. Therefore, the company will require looking for alternative funds to support the system.

Some of the measures proposed will be to revieatariff structure.

In Conclusion

On behalf of the Board of directors, | take this opportunity to thank the County Government of Meru
for the favourable working environment provided and for the support to the Company. The support
from our partners helped us improve our services. | sincepgbreciate our customers for support
throughout the period. To the Management and Staff, your continued efforts, dedication and

commitment in service delivery is commendable.

(T

Stephen Mwenda Mungania
Chairman of the Board
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. Report of the Managing Director

| am required to report on the financial and operations of the water company for the period ending 30th
June 2024.Being provider of water and sanitation services in the Meru Municipality and the
surrounding areas, we are aware of the critical role we play in sustaining growth, development and
quality of life to the community. Therefore, we are committed to providirgity and sustainable
service so as to meet the expectations of our customers. To this end, we report that during the yeal

20232024, we continued to provide the essential service despite challenges of inadequate resources.

Performance

Every year the Wat Services Regulatory Board publishes performance of the sector through an
Impact report. In the Impact report published in the year, the Company was ranked position 7 nationally
among the best performing water service providers.

The total income durinthe financial year 2023024 amounted to Ksh 255.9 million being increase

of 7.2 percent from Ksh 238.6 million in the financial year 2@0223. The total expenditure for year

amounted to Ksh 266.1 million compared to Ksh 237.5 million.

Financing

The costof operations continued to increase thus negatively affecting service delivery. The current
tariff structure is unable to absorb costs and investment requirements for the company. Therefore, we
shall in due course invite our stakeholder to chart a wayai@ regarding our pricing structure.
Without revised pricing structure the existing water infrastructure may not be efficient as the cost of
renews continues to increase. Therefore, we need to invest on long term solutions as the demand fol
water servicedas increased over the years. In the financial year in review the company ifcshred

13.5 million towards installing pipeline network while work in progress worth Ksh 19.8 million was
capitalized.

Non-RevenueWater

Nonrevenue water is the difference between the amount of water a service provider produces and
supplies to the distribution system and the amount of water billed. The company has over the years
maintained th@onrevenuewa t er t o b e | o wchmaikey attainghg 196 pescent. The b e n

company continued to deploy various intervening measures towards management of the water losses

Xi
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Report of the Managing DirectorCo nt > d

These include installation of pressure reducing valves, monitoring of disteier areas, prompt
attendance to pipe bursts, investigation and reporting of illegal water connections to the relevant

authorities

Water Quality

The water supplied by the company is safe and of high quality. The water complies with residue
chlorine and beteriological standard of 100 percent as attested by external tests by the relevant
regulatory bodies. The company will continue to maintain high standard on the water produced and
supplied to the customers. Similarly, the company produces and packaiigs Wwater which is of

high standards and is preferred by consumers.

Sewerage Coverage

The current sewerage coverage within the supply area is minimal. This is due to the capacity of the
existing sewerage treatment plant which is overloaded and itsréfflioes not meet the required
standards. Due to the foregoing, the National government through the Tana Water Works Development
Agency is constructing new Sewerage treatment plant. As soon as the new sewerage system is
completed, the old Gakoromone treatrnglant will be decommissioned. Similarly, there will be more

customers connected to the new sewerage system.

Appreciation and Acknowledgement

Let me take this opportunity to appreciate our customers for the support and believing in us. Special
thanks go to the Board of directors for the guidance and support. To the County Government of Meru,
on behalf of the company and all our employees | wattiank you for the continued support. | take

this opportunity to recognize the management and staff for their dedication and commitment in serving
our customers. | acknowledge support from our development partners namely Japan International
Cooperation Aency and the Tana Water Works Development Agency for the technical support.

Similarly, | recognize the Water Sector Trust Fund for the support accorded to us.

Xii
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Report of the Managing DirectorCo nt > d

Way Forward

To maintain services to the growing population, we need to invest in infrastructure and renew the
distribution and transmission lines to increase the supply of water to our custbheegsowing urban
population and increase in demand for water serviegsiites the company to pursue various
investment models in order to satisfy the demaid.shall continue tengage with the development

partners through th€ounty Government of Meror support in funding major infrastructure.

o e =
‘

L
\ 1 [ VW=

Patrick Mugendi
Managing Director

Xiii
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Section 164 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting

of

officer to include in the financial statement,sat a t e me n ¢

performance against predetermined objectives.

MEWASSCOhas strategic pillaffiemes/issuesnd objectives within itsraaual work plans for the

FY 2023/2024.These strategic pillatfthemes/issueare as follows:

Pillar 1: Water and sanitation infrastructure development, operationalization and maintenance

Pillar 2: Assurance and customer satisfaction

Pillar 3: Financial sustainability

Pillar 4. Automation & technology

Pillar 5:

Institution Development

7. Statement Of Performance Against Predetermined Objectives For FY 282024

t he

MEWASSCOdevelops its annual work plans based on the above pAlarss e s s me n t

performance against its annual work plan is done on a quarterly M&MASSCO hasontinued

to implement its performance tpats set for the FY 2@2024 period for its strategic pillars, as

indicated in theliagrambelow:

. Key

Sf[rateglc Objective Performance Activities Achievements
Pillar/Theme/lssue] :

Indicators
Pillar/ theme/ issug -Reduce -Increased -Installation of -Reduced
1. Water & operational Pipeline more pipes to the | leakages hence
sanitation Cost. Coverage network more supply
infrastructure -Increase no. off -Reduction of | -Installation of -Improved water
development, customers nonRevenue sluice & Air supply services
operationalization water valves -Reduction of
& maintenance Increased -Changing of NRW

Billing faulty & aged Increased billing

consumer meters

Pillar/ theme/ issue To improve -Resolved -Implementation | Improved
2 Assurance and | effective customer of customer customer
customer communication| complaints charter satisfaction

satisfaction

Xiv

County
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Statement Of Performance Against Predtermined Objectives For FY 2022/202€ o n t * d

Pillar/ theme/ Increase -Increased -Customers to Collection

issue 3. Revenues collection settle bill efficiency of 95%
Financial Prudent spending Efficiency -Procurement

sustainability -Value for money | procedures

Pillar/ theme/ To improve Optimally running| Complete the Web Based
issue 4 financial systems integration of the | Information
Automation & | accountability Timely and financial system | Management
technology systems accurate reports | Review and System in Place

improve internal
controls of ERP
system

Pillar/ theme/
issue

5. Institution
Development

To strengthen the
capacityof the
board&

Staff Capacity
building

Introduction to
Best corporate
governance
practices
Enriched staff

Develop annual
work plans for the
board.

Attending
capacity building

programs

Best corporate
governance
practices
Updated policies

XV
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. Corporate Governance Statement
Corporate governance structure ensures that the directors act with high standards of corporate behavio

and in the best interests of the stakeholders. The board is responsible for the overall corporate
governance and approves stratefirections and budgets.

The directors on regular basis meet the management team and are offered an opportunity to visit the
infrastructure and relevant i1installations and
The directors represeny various stakeholders in the company are expected to have skills and
experience to perform relevant functions as directors. The board has three committees namely:
Technical, Finance & Administration and the Audit Committee.

The Board in consultation with the management develops strategic directions for annual dimidong
period. The Key Result Areas of the strategic plan are broken into annual business plans of which the
management provides quarterly progress reports tBoled to enable it monitor the performance.
During the financial yea2023/2024 theboardheld meetingss indicatedelow:

NAME OF THE FULL BOARD MEETING COMMITTEE COMMITTEE MEETING
DIRECTOR ATTENDED ELIGIBLE NAME ATTENDED ELIGIBLE
TO TO ATTEND
ATTEND
Dr. Mugambi Mworia 1 1 Audit 1 1
Ms. Elizabeth Kanini 3 3 Audit 1 1
Finance 2 2
Technical 2 2
Mr. Stephen Mwenda 2 2 -
Ms. JoyceKaaria 1 1 Audit 2 2
Ms. JacklineKarimi 1 1 Finance 1 2
Mr. CharlesMwenda 1 1 - - -
Dr. Eliud Mate 2 2 Technical 2 2
Ms. Irene Kinya 2 2 Audit 2 2
Mr. Lewis Kithinji 2 2 Finance 2 2
Mr. Mungathia Kiunga 2 2 Technical 2 2

In addition to the above the board h#ideeSpecial Board meeting during the year.

XVi
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9. Management Discussion and Analysis
The management discusses and analyses the performance of Meru Water and Sewerage Service

Company Limitedor the 3-yearperiodis as indicated below.

Year 2023-2024 20222023 20222023 2021:-2022

Item Description Amount Amount Amount Amount
(Ksh) (Ksh) (Kshs) (Ksh)

Revenue Restated Audited Audited

Operating Revenue 245,615,627 231,798,669 - -

Turn over - - 218,510,168 197,255,722

Grant Income 5,961,032 2,787,637 - -

Other Income 345,849 842,691 20,172,659 43,533,889

Finance Income 4,037,056 3,212,286 - -

Other gains/(losses) - 41,545 - -

Total Income 255,959,564 238,682,827 240,789,611

Expenditure

Staff Costs 105,473,389 102,008,902 - -

General & Operation Expenses 102,556,042 83,079,970 - -

Board Expenses 6,719,793 3,919,748 - -

Maintenance Expenses 27,113,209 27,292,740 - -

Administration & Establishment - - 111,678,957 118,167,759

Selling & Distribution - - 104,485,698 100,640,057

Depreciationand Amortization 24,290,973 21,227,755 - -

Expenses

Depreciation of property, plant & - - 19,343,061 20,006,801

Amortization of Intangible Assets - - 1,884,694 2,620,804

Finance Costs - - - -

Total Expenditure 266,153,405 237,529,113 237,529,113 241,803,820

Net Surplus /(Loss) (10,193,84) 1,153,715 1,153,715, (1,014,209)

The analysis of the table above indicates thatdta incomehas been growing over the periosl an

increase of 7%. Grantincome for the year 2@2024 includes agrant from the Water Sector Trust

Fund of Ksh.3,574,606 The grant receivedvas designatedo support theundeserved residesnin

Magundu sublocatiofocusing on promoting sanitation and hygiendimiengo & Kibera villages.

Operational Performance

During thethreeyeardue to the management of th®n-RevenueWater, we were able to realise
increase in billing for water services as less NRW implied more water available for consumption by
the customersThroughout the period MEWASSD maintained NRW of below the industry

benchmark
Xvii
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ManagementDiscussion and Analysis Corit d
The MEWASSfive-year Strategic plan has roadmap to fulfilment of the Key Result Areas as
identified during formulation and validation of the plan by stakeholders. Some of the projects listed
in the plan include Mutuaru Wat8upply. The preliminary studies through the support of the Tana
Water Works Agencyere completed.

Compliance
Throughout the period MEWASSD did not experience nor default its obligations concerning

statutory requirements.

Risks in the Water Sector

The main challenge in the water sector is the change of the climate as a result of global warming.
The change in climateontinues to haveegative effect on water bodies. The water from the rivers
has greatly reduced. This has led to competition of #wescesource by various users. Secondly,

the road contractors continue to interfere with the water supply infrastructure during road works.
The costs of replacing the destroyed infrastrudggiemormousence continue to adversely affect
service delivey. Additionally, the escalating cost of operating water supply has increased
tremendously due to inflation and the depreciating value of the Kenyan curfemther, there

has been cases of vandalism of water infrastructure which includes theft of wtdes,rMmanholes

covers and pipes.

The Operating Environment

The Water sector has undergone reforms since the enactment of the Water Act 2002ashich
repealed by the Water Act 20The Constitution of Kenya 2010 under the Fourth Schedule placed
waterand sanitation services to the County governmdiits.company is wholly owned bhe

CountyGovernment of Meru

Xvili
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10. Environmental and Sustainability Reporting
The Companyrecognizes that it has responsibility to all stakeholders which includes the interests

of customers, community and the employees. There is need foptieanyto foster amicable
relationship with all the stakeholders, taking into consideration the ingfattec o mpany ’ s
operations on the local communities and the surrounding environment where it operates.
i) Sustainability strategy and profile
The sustainability of the company is dependent on the following key factors

a) Water sources

b) Collection and distribtion infrastructure

c) Water production levels

d) Water distribution efficiency

e) Value of nonrevenue water (water loss)

f) Political support/goodwill from the County

i) Environmental performance

MEWASSCO relies on the environment which provides water that is abstracted, treated and
transmitted via pipeline to respective customers hence its conservation is crucial for sustainability.
This is done by ensuring the conservation levies paid to the respestitgtions. Regarding sewer
management, MEWASS0 prioritizes and minimizes impact on the environment through
environmentally responsible management and adherence to relevant statutory standards, mosi
particularly with the sewerage treatment and dispddalever, due to the overloading of the

existing sewerage treatment plant there has been a challenge.

iii) Employee welfare

MEWASSCO recognizes that health, safety and training, play a key role in ensuring that the
employees are committed to their dutieshat workplace. Therefore, the working environment in
which personal and employment rights is upheld. On the other hand, towards improvement of our
staff, Welfare, we enrolled each and every employee to the medical scheme to cater for their health

needdogether with their immediate family members

Xix
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Environmental and Sustainability ReportingCo nt > d
Further, we regularly train our staff on various aspects in the service. During the year, our staff were
facilitated to attend various trainings and workshtgwards building their capacity.
Last but not the least, the employees are provided with the personal protection equipment during

their daily working routine.

iv) Market place practices
The company aspires to be a responsible open and trustworthy mlagest In this regard the
company ensures that all its commercial transactions are undertaken openly fairly and to the best

interest of the parties involved.

a) Responsible competition practice.

Responsible Competition practice is about making susta&r@dlelopment count in global and

local markets. It means markets that reward business practices that deliver improved social,
environmental, and economic outcomes. The entity is committed to competition practices to its

customers and stakeholders

b) Responsible Supply chain and supplier relations
The company acknowledges the importance of managing suppliers through prompt payment. We

endeavor to pay supplier invoices within the credit given by our suppliers.

c) Responsible marketing and advertisement
The company, while publicizing its products, ensures that our marketing and advertisements
campaigns are conducted using fair language, are morally upright and adhere to other fair

advertising and marketing practices.

a) Corporate Social Responsibility / Cormunity Engagements

MEWASS continues to make a positive impact on the community in which it operates by
participating in support of the institutions programs by providing material support which includes
bottled water for the activities they are undertaking.

XX
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11.Report Of the Directors

ii)

The Directors submit thetwenty first report and the audited financial statemeaotslie year
ended 3t June 202 which show the o mp aaffairs. s
Principal Activities

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

Results
The results for the year are set ontpage 1.

Directors

The members of the Board of Directors who served during the year are shpageon

iv) Auditors

The Auditor General is responsible for the statutory audit of the entity in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act2@hich empowers the Auditor

General to appoint an auditor to audit on his behalf.

By order of the Board of Directors

Secretary to the Board

20/09/202
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12Statement Of Directors’” Responsibilities

Sections 164 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of @ounty Government Entity to prepare financial statements in
accordancevith the standards and formats prescribed by the Public Sector Accounting Standards

Board.

The Directors are responsible for the preparation and presentation of the Entity finatecied ists,
which give a true and fair view of the state of affairs of the Entitylferyear ended on 30th June

2024.This responsibility includes:

i) Maintaining adequate financial management arrangements and ensuring that these continue to
be effective throughout the reporting period;

i) Maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position ofite Entity;

iii) Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material
misstatements, whethdue to error or fraud;

iv) Safeguarding the assets of the Entity;

v) Selecting and applying appropriate accounting policies; and

vi) Making accounting estimates that are reasonable in the circumstances.

The Directors accept TrTesponsibili tvebeénoprepateth e E
using appropriate accounting policies supported by reasonable and pudgeméntsand estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the
Public Finance Management Act, 20d2d thePublic Procurement and Asset Disposal Act 201
Directors are of the opinion that the Entity’
of Entity’s transactionduned320, and oftthe Entis financialc i a 1
position as at that date. The Directors further confirm the completeness of the accounting records
maintainedor thecompany which have been relied upon in the preparation o€tmepanyfinancial

statements as well as the adequacy of the systems of internal financial control.
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Statement Of Directors’ Responsibilities Cont
In preparing the financial statements, the Directors have assessed tiep a abilty t@ continue as

a going conern.
Nothing has come to the attention of the Directors to indicate that the entity will not remain a going

concern for at least twelve months from the date of this statement.
Approval of the financial statements

TheC o mp a fingntial statements were approved by the Board of Directo20BrSeptember,

2024 and signed on its behalf by:

m \ l (U

Name:Stephen Mwenda Mungania Name: Patrick Mugend{wiriga
Chairperson of the Board Managing Director
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14. Statement Of Profit or Loss & Other Comprehensive Income for the Year Ended 30 June

2024.
Notes 20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Revenue
Operating Revenue 6 221,486,726 211,499,10C -
Turn Over - - 218,510,168
Grant Income 7 5,961,032 2,787,637 -
Other Income 8 24,474,750 21,142,259 20,172,659
Finance Income 9 4,037,056 3,212,286 -
Other gains/(losses) 10 - 41,545 -
Total Revenue 255,959564 238,682,827
EXPENSES:
Staff Costs 11 105,473,389| 102,008,902 )
General and Operation Expenses 12 102,556,047 83,079,970 )
Board Expenses 13 6,719,793 3,919,748 )
Maintenance Expenses 14 27,113,209 27,292,740 )
Administration and Establishment (111,678,957
Selling and Distribution (104,485,698
Depreciation and Amortization
Expenses 15 24,290,973 21,227,755
Depreciation of property, plant and (19,343,061
equipment
Amortizationof intangible assets (1,884,694
Total Expenses (266,153,40% (237,392,410
Surplus/(Deficit) from Operating
Activities 1,290,417,
Net Finance Costs (136,703
Surplus/(Deficit) Before Taxation (10,193841) 1,153,715 1,153,715
Taxation 16 3,963689 29,967 29,967
Profit/Loss) after Taxation (6,230152) 1,183,682
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15.

Statement of Financial Position As At 30 June 2GR
Notes 20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year
Restated Audited
ASSETS
Non-Current Assets
Property, plant & equipment | 17 246,106,332 224,584,461 224,584,461
Intangible assets 18 3,982,091 4,397,620 4,397,620
250,088,423 228,982,081
Current Assets
Inventory 19 4,865,875 4,552,650 4,552,650
Receivables and prepayment| 20 61,932,080 63,341,136 63,341,136
Tax Recoverable 21 20,919,422 14,851,484 14,851,484
Cash and cash equivalents 23 90,787,229 84,214,395 84,214,395
Total Current Assets 178,504,606 166,959,666
Total Assets 428,593,029
Current Liabilities
Customerdeposits 50,681,361
Payables and accruals 95,031,599
145,712,960
Working Capital 21,246,706
Net Assets 250,228,788
Equity and Liabilities
Capital and Reserves
Revaluation Reserve 25 18,442,055
Retained Earnings 26 218,840,484 225,070,636
Capital and Reserves 237,282,539
Financed by:
Grants 609,996
Revenue reserves 225,070,636
Totals 225,680,632
Non- Current Liabilities
Deferred Income 29 22,771,727 25,158,152 24,548,156
Total Non-Current liabilities 22,771,727
Total 250,228,788
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Current Liabilities

Trade and othelPayables 27 115,753,278 95,031,598
Customerdeposits 28 52,785,485 50,681,361
Total Current Liabilities 168,538,763

Total Equity and Liabilities 428,593,029

The financial statements were approved by the Board of Direct@8"oSeptember, 2024
and signed on its behalf by;

T e G

Mr.Patrick Mugendi CPA Lydiah Mukami CPA Stephen Mwenda
Managing Director Head of Finance Chairman of the Board
ICPAK M/No: 22817
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16. Statement of Changes in Equity for he Year Ended 30 June 202

Capital
Revaluation | Retained Development
Reserve Earnings Fund Totals
Kshs Kshs Kshs Kshs

At 30" June 2023 as previously
stated -| 205,881,627 25,158,153 231,039,78(
Correction of prior year
transaction - 19,189,009 - | 19,189,009
Restated as at 30 June 2023 -| 225,070,634 25,158,153 250,228,789
As at July 1, 2023 - | 225,070,636 25,158,153 250,228,789
Revaluatiorgain 18,442,055 - -| 18,442,055
Loss for the year (6,230,152) (6,230,152)
Transfer of
depreciation/amortisaticinom
capital fund to retained earning - (2,386,426) (2,386,426)
At 30 June 2024 18,442,055 218,840,484 22,771,727 260,054,266
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17. Statement Of Cash Flows for The Year Ended 30 June 28

2022-2023 | Prior Year
Note | 2023-2024 Restated Audited

20222023
Cash Flows From Operating Activities Kshs Kshs Kshs
Receipts
Operating Receipts 31 | 222,895,784 229,752,781
Grant Income 31 3,574,606 -
Finance Income 4,037,056 3,212,286
Other Income 24,474,750 21,142,259
Customer deposits 2,807,750 3,071,908
Total Receipts 257,789,946
Adjustments for:
Depreciation 19,343,062
Deferred income (2,787,637)
Gain on disposal (41,545)
Amortization of intangible assets 1,884,694
Interest Income (3,212,286)
Totals 15,186,289
Surplus/Deficit before changes in
working capital 16,340,004
Payments
Staff Costs 105,473,389 102,008,902
General and Operation Expenses 84,251,837 89,563,501
Board Expenses 6,719,793 3,919,748
Maintenance Expenses 27,113,208 27,302,994
Refund of Customer Deposits 703,626| 1,752,755
Total Payments 224,261,853
Increase/Decrease in Inventory 648,498
Increase/Decrease in Receivables and
prepayments 18,253,681
Increase in Consumer deposits 1,308,894
Increase in Payables and accruals (6,650,181)

13,560,891
Cash Generated from Operations 29,900,895
Taxation paid (481,843)
Net cash From /(Used In) Operating
Activities 31| 33,528,093 29,419,052
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Cash Flows from Investing Activities

Purchase of Intangible assets (1,291,08) (167,104) (167,104)
Proceeds from the sale of fixed assets - 104,062 104,062
Purchase of fixed assets (25,664,17) | (14,147,852) (14,147,852
Net Cash From/(Used In) Investing
Activities (26,955259) (14,210,894
Cash Flows from Financing Activities
Interest received 3,212,286
Net Cash From/(Used In) Financing
Activities 3,212 286
Increase/(Decrease) In CasiAnd Cash
Equivalents 6,572,834 18,420,444
31
Cash And Cash Equivalents At 84,214,39 65,793,953
Beginning Of Year
31
Cash And Cash Equivalents At End Of 90,787,229 | 84,214,395 84,214,395

The Year




EWASS MERU WATER AND SEWERAGE SERVICES COMPANY LIMITED
Annual Reports and Financial Statementgor the year ended June 30, 2024

18. Statement Of Comparison of Budget & Actual Amounts for The Period Ended 30 June 2@R

Original : Final Actual on Performanc | % O°f
Adjustments comparable . utiliza
budget budget . e difference i
basis tion
Year 20232024 | 20232024 | 20232024 | 20232024 | 20232024 | %
Kshs Kshs Kshs Kshs Kshs
Revenue
Operating Revenue 240,056,472 17,456,591 257,513,063 245615627 11,897,436/ 95%
Non-Operating Revenue
Grants - 3,574,606 3,574,606 5,961,032| (2,386,426)| 167%
Finance Income 3,325,000 600,000/ 3,925,000 4,037,056 (112,056)| 103%
Miscellaneous Income 57,573 320,000 377,573 345,849 31,724| 92%
Total Revenues 243,439,045  21,951,197| 265,390,242 255,959,564 9,430,678 96%
Expenses
Staff costs 107,895,611  (1,807,890) 106,087,721 105,473,389 614,332| 99%
Board Expenses 3,323,948 3,519,822 6,843,770 6,719,793 123,977 98%
General and Operations 100%
Expenses 81,426,140, 21,497,390, 102,923,530 102,556,042 367,489
Maintenance 31,641,473 (5,377,845) 26,263,628 27,113,209 (849,580)| 103%
Depreciation and 107%
Amortization 18,154,373 4,479,720| 22,634,093 24,290,973  (1,656,879) 0
Withholding tax 997,500 (360,000)] 637,500
Total Recurrent
Expenditure 243,439,045  21,951,197| 265,390,242 266,153,405 (763,162)
Profit/Loss - - - (10,193,84) -

The statement afomparison of Budget & Actual Amounts have besgppred in accordance with the Accrual

Basis of Accounting Method under the International Financial Reporting Standards (IFRS)
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19.Notes To the Financial Statements

1. General Information
Meru Water and Sewerage ServiGmnpany Limiteds established und€ro mp a Acy2016

and derives its authority and accountability from the Water Act 2016Cohegpanyis wholly
owned by the County Government of Meru and is domiciled in KenyaCohegpa y prinicipal
activity is to provide water and sewerage services to the residents Meru Municipality and its

Environs.

TheCompalry ’balance sheet is represented by the statement of financial position and the profit
and loss account by the statement offipiar loss and other comprehensive income in these

financial statements
2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement
at revalued amounts of certaitems of property, plant and equipment, marketable securities

and financial instruments at fair value, impaired assets at their estimated recoverable amounts
and actuarially determined liabilities at their present value. The preparation of financial
statenents in conformity with International Financial Reporting Standards (IFRS) allows the use

of estimates and assumptions. It also requires management to exercise judgement in the process
of applying the entity’s accounting policies
The financial statementsave been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the entity. The financial statements have been prepared in
accordance with the Public Finance Management Act, the State Corporations Act, and
Internatioral Financial Reporting Standards (IFRS). The Cash flow statement is prepared using
indirect method. The accounting policies adopted have been consistently applied to all the years

present.



——

EWASS MERU WATER AND SEWERAGE SERVICES COMPANY LIMITED
Annual Reports and Financial Statementgor the year ended June 30, 2024

Notes to the financial statements (cond)

3. Application of New and Revised International Financial Reporting Standards

(IFRS)

I.  New and amended standards and interpretations in issue and effective in the year ended

30 June 202.

Title

Description

Effective Date

Amendments to IAS |
titled Classification of
Liabilities as Current o
Non-current (issued il
January 2020, amendk
in October 2022)

The amendments, applicable to ann
periods beginning on or after 1st Janu
2024, clarify a criterion in 1AS 1 fqg
classifying a liability as nowgurrent: the
requirrment for an entity to have the right
defer settlement of the liability for at least

months after the reporting period

The amendments are effecti
for annual periods beginning ¢
or after January 1, 2024. Earl

application is permitted.

Amendmento IFRS 16
titled Lease Liability in
a Sale and Leaseba
(issued in Septemb
2022)

The amendment, applicable to annual per
beginning on or after 1st January 20
requires a sellelessee to subsequen
measure lease liabilities arising from
leaseback in a way that it does not recog
any amount of the gain or loss.

The amendments are effecti
for annual periods beginning ¢
or after January 1, 2024. Earl
application is permitted.

Amendments to IAS 1
titted Noncurrent
Liabilities with
Covenants (issued in
October 2022)

The amendments, applicable to ann
periods beginning on or after 1st Janu
2024, improve the information an ent
provides about liabilities arising from log
arrangement s for w
defer settlerant of those liabilities for at lea
twelve months after the reporting period
to

subject the entity complying wit

conditions specified in the loan arrangem¢

The amendments are effecti
for annual periods beginning ¢
or after January 1, 2024. Eerl

application is permitted.

(The Directors have assessed the applicable standards and amendments. Based on their assessment
of impact of application of the above, they do not expect that there will be a significant impact on

the company's financial gEments.)
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Notes to the Financial Statements (Cond)
Application of New and Revised International Financial Reporting Standards
(IFRS)

ii. New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 202

Title Description Effective Date

IFRS 18 Presentatig The objective of IFRS 18 is to set g The new standard is effective f
and Disclosure i requirements for the presentation g annual periods beginning on
Financial statements | disclosure of information in general purpq after January 1, 2027. Earli
financial statements (financial statememndts| application is permiéd.

help ensure they provide relevg
information that faithfully represents ¢

entity’s assets, 1li

expenses.

(The Directors do not plan to apply any of the above until they become effective. Based on their assessment of the
potential impact of application of the above, they do not expect that there will be a significant impact on the company's
financial statements

iii.  Early adoption of standards

The Companydid not early- adopt any new or amended standards in year under review.

10
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Notes to the financial statements (continued)

4. Summary of Accounting Policies
The principleaccounting policies adopted in the preparation of these financial statements are set

out below:
a) Revenue recognition
Revenue is measured based on the consideration to whiehtttyeexpects to be entitled
in a contract with a customer and excludes amounts collected on behalf of third parties. The

entityrecognizes revenue when it transfers control of a product or service to a customer.

)] Revenue from the sale of goods and servicissrecognized in the year in which the
Companydelivers productservicesto the customer, the customer has accepted the

productgservicesand collectability of the related receivables is reasonably assured.

i)  Grants from Government Entities are recognizea the year in which th€ompany
actually receives such granfRecurrent grants are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement of getmgnsive income over the

useful life of the assets that has been acquired using such funds.

iii)  Finance incomecomprises interest receivable from bank deposits and investment in
securities, and is recognized in profit or loss on a time proportion basis thsing
effective interest rate method.

iv)  Dividend incomeis recognized in the income statement in the year in which the right

to receive the payment is established.

v)  Rental incomeis recognized in the income statement as it accrues using the effective

interestimplicit in lease agreements.

vi)  Other incomeis recognized as it accrues.

11
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Notes to the financial statements (continued)

Summary of Accounting Policies

b) In-kind contributions

In-kind contributions are donations that are made to the Entity in the foawtal goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipment,
utilities or personnel services. Where the financial value received-kandncontributions can be
reliably determined, the entity includssch value in the statement of comprehensive income both
as revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not

recorded but disclosed

c) Property, plant and equipment

All categories of property, plant and equipmang initially recorded at cost less accumulated
depreciation and impairment losses. Certain categories of property, plant and equipment are
subsequently carried atvalued amounts, being their fair value at the date-gaheation less any
subsequenta@umulated depreciation and impairment losses. Whemgessurement at +ealued
amounts is desired, all items in an asset category amdued through periodic valuations carried

out by independent external valuers.
d) Depreciation and impairment of prgperty, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates
mainly to the cost of ongoing but incomplete works on buildings and other civil works and
installations. Depreciation on property,lgnt and equipment is recognized in the income
statement on a reducing balance basis to write down the cost of each asset ~athedre

amount to its residual value over its estimated useful life. The annual rates in use are:

Item Rates
Freehold Land Nil
Buildings 2.5%
Water Treatment plant 2.5 %
Furniture and equipment 12.5%

12
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Plant and machinery 12.5 %
Water meters 20 %
Motor vehicles, including motorcycles 25 %
Computers and related equipment 30 %
Amortization ofintangible assets 30 %
Office equipment, furniture and fittings 12.5%
Workshop equipment 33.3%
Pipeline extensions 12.5%

A full year’s depreciation charge 1s recogniz

year of asset disposal.

) Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized on a
reducing balancebasis over their estimated useful lives. The estimated useful life and

amortization method are reviewed at the end of each reporting period, with the effect of any

changes in estimate being accounted for on a prospective basis.

Intangible assets with iredfinite useful lives that are acquired separately are carried at cost less

accumulated impairment losses.

f) Amortization and impairment of intangible assets

Amortization is calculated on the straigite basis over the estimated useful life of the
intangble asset. All intangible assets are reviewed annually for impairment. Where the carrying
amount of an intangible asset is assessed as greater than its estimated recoverable amount, an

impairment loss isecognized anthe asset is written down to its iesated recoverable amount.

13
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Notes to the financial statements (continued)

Summary of Accounting Policies
g) Inventories
Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, dirkediour costs and those overheads that have been incurred
in bringing the inventories to their present location and condition. Cost is calculated using the
weighted average cost method. Net realizable value represents the estimated selling price less all

edimated costs of completion and costs to be incurred in marketing, selling and distribution.
h) Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. These are assessedirfggairment on a continuing basis. An estimate is made of

doubtful receivables based on a review of all outstanding amounts at the year. Bad debts are
written off after all efforts at recovery have been exhausted and when the necessary approval to

write off is granted.

i) Taxation

i) Current income tax
Current income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substargivaetyed, at the reporting date in the area where
the Companyoperates and generates taxable income. Current income tax relating to items
recognized directly in net assets is recognized in net assets and nopiafither loss statement.
Current incomeax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. Management periodically evaluates
positions taken in the tax returns with respect to situations in which dpplige regulations are
subject to interpretation and establishes provisions where appropriate.
J) Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases
of assets and liabilities and their carrysmgounts for financial reporting purposes at the reporting

date.
14
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Notes to the financial statements (continued)

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of
taxable temporary differences associated with investments in controlled entities, associates and
interests in joint ventures, when the timing of the reves§dhe temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.
Deferred tax assets are recognized for all deductible temporary differences, the carry forward of
unused tax crats and any unused tax losses. Deferred tax assets are recognized to the extent that
it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused taxérsbeautilized, except

in respect of deductible temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, deferred tax assets are recognized only to the

extent that it is probable that the temgny differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part

of the deferred tax asset to be utilized. Unrecognized deferred tax assetagsessed at each
reporting date and are recognized to the extent that litdwasne probable that future taxable profits

will allow the deferred tax asset to be recovered. Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply in the year when the asset is realized or the liability is settled,
based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting
date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or
deficit. Deferred tax items are recognizectairelation to the underlying transaction in net assets.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set
off current tax assets against current income tax liabilities and the deferred taxes tbasatoe

taxable entity and the same taxation authority.

k) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at batdrahdeposits on call and

highly liquid investments with an original maturity of three monthkess, which are readily

15
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Notes to the financial statements (continued)

convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank
account balances include amounts held at various commercial banks at the efidarfi¢red year.

For the purposes of these financial statements, cash and cash equivalents also include short term
cash imprests and advances to authorized public officers and/or institutions which were not

surrendered or accounted for at the end of ttentiral year.

[) Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of issue
costs associated with the borrowing. Subsequently, these are measured at amortized cost using the
effective interest rate method. Amortized cost isuakted by taking into account any issue cost

and any discount or premium on settlement. Finance charges, including premiums payable of
settlement or redemption are accounted for on accrual basis and are added to the carrying amount
of the instrument to thextent that they are not settled in the period in which they arise. Loan interest
accruing during the construction of a project is capitalized as part of the cost of the project.

m) Trade and other payables

Trade and other payables are fioterest bearig and are carried at amortized cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in respect of
goods and services supplied, whether billed to the entity or not, less any payments made to the
suppliers.

n) Retirement benefit obligations

The Entity provides retirement benefits for its employees. The scheme is funded by contributions
from both the company and its employees. The company also contributes to the statutory National
Social Security Fund (NSSFJhis is a defined contribution scheme registered under the National

Social Security Act.

0) Budget information

The budget foFY 2023-2024 was approvedby the Board of Directorsn 16" June2023. The

financial statements and the Budget are prepared on accrual basis using a classification based on

16
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Notes to the financial statements (continued)
the nature of expenses in the statement of financial performance. A comparison of budget and actual
amounts, prepared on a comparable basis to the approved budget, is then presented in the statement

of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also made
for differencesn the formats and classification schemes adopted for the presentation of the financial
statements and the approved budgettatement to reconcile the actual amounts on a comparable
basis included in the statement of comparison of budget and actuaitaraod the actuals as per

the statement of financial performance has been presented

p) Comparative figures

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

reconfigured to conform to the required changes in presentation.
g) Subsequent events

There have been no events subsequent to the financial year end with a sigmfieexh on the
financial statement®r the year ended June 30, 202

5. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Entity's financial statements in conformity with IFRS requires
management to make judgments, eat#s and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of the asset or liability

affected in future periods.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial yardescribed below. The Entity

bases its assumptions and estimates on parameters available when the financial statements were

prepared. However, existing circumstances and assumptions about future developments may
17
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Notes to the financial statements (comued)
change due to market changes or circumstances arising beyond the control of the Entity. Such

changes are reflected in the assumptions when they occur.
b) Useful lives and residual values

The useful lives and residual values of assets are assessgdhesfollowing indicators to

inform potential future use and value from disposal:

e The condition of the asset based on the assessment of experts employed by the Entity

e The nature of the asset, its susceptibility and adaptability to changes in techaradogy
processes

e The nature of the processes in which the asset is deployed

e Availability of funding to replace the assets

c) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure ohése estimates of provisions is included in Nofe 1
Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the effect is

material.
Provision for Bad and Doubtful debts

Dormant accounts provision- debtor whose accounts are not active for more than five years
are provided for in full, &eneral provision for doubtful debts is provided at ten (10) percent

after deducting the dormant accoudebts
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6. Operating Revenue

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Restateq Prior Year Audited
Water sales 165560, 46 162867,6/5 162,707,875
Sewerage Services 37,033,817 32,783,321 32,783,321
Billing for other services 18,892,162 15,848,104 15,848,104
Total 221,486,726 218,510,168

Billing for other services refers to income generated from services such as reconnection fees, sales

of sludge, water analysis samples. etc

7. Grant Income

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Restateq Prior Year Audited
Recurrent grantsom WSFT 3,574,606 - -
Capital grantarmotised 2,386,426 2,787,637 2,787,637
Total 5,961,032 2,787,637
8. Other Income
20232024 20222023 20222023
Description Ksh Ksh
Kshs Kshs Kshs
Prior Year Restated Prior Year Audited
Miscellaneous income 345,849 842,691 842,691
New connection fees 6,521,434 6,699,001 6,699,001
Bowser water income - - 159,800
Bottledwater Sales 11,092,467 7,170,868 7,170,868
Exhauster Revenue 6,515,000 6,429,700 6,429,700
Deferred Income - - 2,787,637
Interest income - - 3,212,286
Gain on disposal - - 41,545
Totals 24,474,750 21,142,259 27,343,526
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9. Finance Income

Description 20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year Audited
Restated
Interestfrom fixed deposits 4,037,056 3,212,286 -
Total 4,037,056 3,212,286 -
10. Other Gains/Losses
20232024 20222023 20222023
Description Kshs Kshs Kshs
Prior Year Restated Prior Year Audited
Gain ondisposal - 41,545 -
Total - 41,545 -
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11. Staff costs

20232024 | 20222023 20222023
Description Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Gross salary and allowances
60,479,210 60,105,216 -
Casual workers wages
21,335,161 19,468,104 -
Medical insurance schemes
6,679,760 8,756,880 -
Employer's Contributions to Social Security
Schemes 1,938,706 728,000 -
Employer's Contributions to Pension Schemes
5,696,172 5,691,214
Gratuity Provisions
4,165,320 4,124,127
Benevolent fune&mployer contribution
133,700 126,300
Housing Levy Employer Contributions
1,011,533 -
Staff Welfare
4,033,827 3,009,061 11,765,941
Salaries, Wages and Allowanedgiministration - -
& Establishment 56,301,630
Salaries, Wages amdlowances Selling & - -
Distribution 33,941,328
Total
105,473,389 102,008,902
The average number of employees during the
year 116 103
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12.General and Operations Expenses

20232024 | 20222023 | 20222023
Description Kshs Kshs Kshs
Prior Year | Prior Year
Restated |  Audited
Chemicals and laboratory expenses
8,253,980 6,109,047 6,109,047
Electricity and Generator expenses
17,108,543 14,917,709 -
Electricity and Generator expensésiministration - - 785,034
& Establishment
Electricity - Selling & Distribution - -| 14,132,675
Fuel,oils,lubricants and gases 7,666,084 5,848,121
Motor Vehicle Running Expense&dministration - - 974,466
& Establishment
Motor Vehicle Running ExpenseSelling & - - 4,873,655
Distribution
Office supplies 3,516,329 3,025,031
Office supplies Administration & Establishment - - 2,122,236
Office supplies Selling & Distribution - - 902,795
Uniform andprotective clothing 2,160,358 1,375,314 1,375,314
Telecommunication 3,140,597 3,051,456 3,051,456
Postage and courier 14,916 - -
Insurance 2,075,403 2,018,558 2,018,558
Domestic Traveling and Subsistence 11,831,278 8,657,262 -
Travel and subsisteneéAdministration & - - 6,721,521
Establishment
Travel and subsistene&elling & Distribution - - 1,935,741,
Staff Training and development 2,600,176 6,025,193 6,025,193
Bank charges 166,778 136,703 136,703
Security Services 2,000,399 1,903,567 1,903,567
Publicity and Advertising 623,739 967,465 967,465
Audit Fees 464,000 464,000 464,000
Legal fees 3,122,388 - -
Fees and Levies -| 2,958,329 2,958,329
Licensing and levies 11,599,332 - -
License fees -| 8,873,903 8,873,903
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Sports andecreation 3,028,027, 1,060,405 1,060,405
Stakeholders expenses 486,450 - -
Donations and CSR 779,210 - -
Donations and Subscriptions - 388,900 388,900
Social Activities - 624,705 624,705
Hospitality expenses 2,129,192 1,884,704 1,884,704
Meetingsand Conferences - 506,020 506,020
Provision for doubtful debts 716,648 905,114 905,114
Bottling Plant Expenses 6,911,681 4,325,914 4,325,914
Excise Duty 2,409,718 1,930,424 1,930,424
Exhauster Expenses 4,723,562 3,352,551 3,352,551
Water Analysi€Expenses 828,240 902,528 902,528
Magundu sanitation Project Expenses 3,205,570 - -
Assorted Tools 993,446 810,040 810,040
General Office Expenses - 57,010 57,010
Total 102,556,042 83,079,970
13. Board Expenses
20232024 | 20222023 | 20222023
Description Kshs Kshs Kshs
Prior Year| Prior Year
Restated Audited
Chairman Honoraria 100,000 - -
Sitting Allowances 1,352,500 556,000
Induction and Training 884,538 310,594
Travel and accommodation 2,896,743 2,460,904
Other allowances 1,486,012 592,250
Directors' Fees and Allowances 3,919,748
Total Board Expenses 6,719,793 3,919,748
14. Maintenance Expenses
20232024 | 20222023 | 20222023
Description Kshs Kshs Kshs
Prior Year| Prior Year
Restated Audited
Repairs and Maintenance 5,802,232 4,689,073 -
Repairs and Maintenance Administration & - - 1,922,186
Establishment
Repairs and Maintenane&elling & Distribution - - 2,766,887
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Rehabilitationsewer system 69,010 37,350 37,350
Operation &maintenance pipelines 16,572,644 15,379,509 15,379,509
Motor Vehicle Running Expenses 4,298,433 2,576,484 -
Motor Vehicle Running Expense&dministration & - -| 2,483,055
Establishment
Motor Vehicle Running ExpensesSelling & - - 93,428
Distribution
Infrastructural networks 334,891| 4,520,324] 4,520,324
Night flow measurements 36,000 90,000 90,000
Total Maintenance Expenses 27,113,209 27,292,740
15. Depreciation and Amortization Expenses
20232024 | 20222023 20222023
Description KShs KShs
Prior Year Prior Year
Restated Audited
Property, plant, and equipment 22,584,363 19,343,061 19,343,061
Intangible assets 1,706,610 1,884,694 1,884,694
Total Depreciation and Amortization 24,290,973 21,227,755
16.Income Tax Expense/ (Credit)
20232024 20222023 | 20222023
Kshs Kshs Kshs
Prior Year | Prior Year
Restated Audited
Current taxation based on the adjusted profit
the year at 30% -3,963,69 -29,967 -29,967
Total -3,963,69 -29,967
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(Cont’ d)

Reconciliation of tax expense/ (credit) to the expected tax based on accounting profit

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Profit before taxation 1,153,715 1,153,715
(10,193,840
Tax at the applicable tax rate of 30% 346,116 -
(3,058,152)
Tax effects of expenses not deductik 6,842,621 -
for tax purposes 7,701,689
Add non allowable expenses 22,808,738
Tax effects of income not taxable (715,928) (836,291) -
Deferred income for the year (2,787,637)
Tax effects of excess capital (7,891,298) (6,382,412.40 -
allowances over
depreciation/amortization
Less Allowable expenses (21,274,708
Taxable income (99,891)
Tax @30% (29,967)
Total (3,963,689) (29,967) (29,967)
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17. Property, Plant and Equipment

Office
WTP Water Furniture Water &
Free Hold Office Motor Equipment | Meters & & Pipes & sewerage Work in

20222023 Land Buildings Computers | Vehicles & Tools Equipment Equipment | Fittings treatment Progress Total

Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs Kshs. Kshs.
COST/VALUATION
At July
12022 7,507,945| 14,386,226 17,538,336 37,313,840 6,750,112 85,923,549 10,297,069| 99,661,810 126,399,167| 20,514,080, 426,292,134
Additions - - 901,981 1,261,240 - 6,101,948| 3,050,224 9,000 - 2,823,459 14,147,852
Capitalized
WIP - - - - - - 2,380,700 1,074,836 - | (3,455,536) -
Disposal - - (127,585) - - - - - - - (127,585
At June
302022 7,507,945| 14,386,226 18,312,732 38,575,080 6,750,112 92.025,497| 15,727,993| 100,745,646] 126,399,167 19,882,003] 440,312,401
DEPRECIATION
At July
12022 - 3,092,529| 15,933,792 27,366,901 5,920,623 61,858,437| 7,836,713| 56,627,302 17,813,649 - 196,449,946
Disposal - - (65,068 ) - - - - - - - (65,069
Charge for
the year - 282,342 733,202 2,802,045 276,220 6,033,412 986,410 5,514,793 2,714,638 19,343,062
At June 30,
2023 - 3,374,871| 16,601,926 30,168,946 6,196,842 67,891,849 8,823,123| 62,142,095 20,528,287 - 215,727,940
Net Book
Value At
June 30,
2023 7,507,945| 11,011,355 1,710,806 8,406,134 553,269 24,133,648/ 6,904871| 38,603,551 105,870,880 19,882,003 224,584,461
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Property, Plant and Equipment (Continued)

Office

20232024 WTP Water Furniture Water &

Free Hold Office Motor Equipment | Meters & & Pipes & sewerage Work in

Land Buildings Computers | Vehicles & Tools Equipment Equipment | Fittings treatment Progress Total

Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs. Kshs Kshs. Kshs.
As at July 1,
2023 7,507,945| 14,386,226 18,312,732 38,575,080, 6,750,112 92.025,497| 15,727,993 100,745,646 126,399,167 19,882,003| 440,312,401
Additions - 790,752 1,014,864 - - 9,504,317 817,470| 13,536,774 - 25,664,177
Capitalized
WIP - 1,566,129 - - - - - 18,315,874 - (19,882,003) -
Valuation 18,442,055 - - - - - - - - 18,442,055
As at 30"
June 2024 25,950,000 16,743,107| 19,327,596 38,575,080, 6,750,112| 101,529,814 16,545,463| 132,598,294 126,399,167 - 484,418,632
At July
1,2023 - 3,374,871| 16,601,926 30,168,946| 6,196,842 67,891,849 8,823,123 62,142,095 20,528,287 - 215,727,940
Charge for
the year - 334,206 817,701 2,101,533 184,239 6,727,593 965,293 8,807,025 2,646,772 22,584,361
As at June
30" 2024 - 3,709,077| 17,419,627 32,270,479 6,381,081 74,619,442 9,788,415 70,949,120, 23,175,059 - 238,312,301
Net book
value
At June 30,
2024 25,950,000, 13,034,030 1,907,969 6,304,600 369,031 26,910,372 6,757,048 61,649,174| 103,224,108 - 246,106,331
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Property, plant and equipment worth Kshs 19,269,448 donated to Meru Water and Sewerage
Services at Inception by tl@overnment of Kenya and the Government of Japan are included in
these financial statements. These include computers, furniture and fittings, laboratory equipment,
motor vehicles and motor cycles, office and workshop equipment and water meters. Assets of an
undetermined value which were originally under the Meru Municipal Council and the then
Ministry of Environment and Natural Resources are not included in these accounts. These include
all distribution and storage tanks, structures and works at the weatmént plant, buildings,

water pipes network, master meters, structures and works at the sewer treatment, sewerage conduit
pipes networks and all the land on which these items are constructed. The Entity utilizes all these
assets to provide water and seage services to the residents of Meru Municipality and its

environs.

Valuation
Landwasvalued byNI-Light Consultants Limitethdependent valueand certificate of valuation
dated17" May 2024submitted Thevaluation has been accounted in F¥2023/2024

18. Intangible Assets

2023-2024 2022-2023
Kshs Kshs

COST
At July 1 19554497 19,387,39
Additions 1,291,082 167,104
At June 30 20,845579 19,554,49
AMORTISATION
AtJuly 1 15,156877 13,272,18
Charge for the year 1,706,610 1,884,691
At June 30 16,863487 15,156,87
NET BOOK VALUE
At June 30 3.982091 4,397,620
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19. Inventories

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Restated | Prior Year Audited
Pipes and fittings 2,775,552 3,260,767 3,260,767
Electrical fittings 2,365 4,730 4,730
Chemicals 1,179,597 517,104 517,104
Other items 908,360 770,050 770,050
Total 4,865,875 4,552,650
20. Trade and Other Receivables
20232024 20222023 20222023
KShs KShs KShs
Prior Year Prior Year
Restated Audited

Trade receivable@ote (D a)) 73,667,262 77,822,881 77,822,881
Deposits and prepayments 3,136,454 522,286 -
Other receivables, deposits and
prepayments - - 5,907,460
VAT (Value Added Tax) recoverable 2,081,765 2,081,765 -
Staff receivables (notedZb)) 40,675 33,175 -
Other receivables 4,111,777 3,270,234 -
Gross trade and other receivables 83,037,932 83,730,341 83,730,341
Provision for bad and doubtful
receivable 21,105,853 20,389,205 20,389,205
Net trade and other receivables 61,932,079 63,341,136 63,341,136
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20. (a) Trade Receivables

Financial

Statements

(Cont’ d)

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Gross trade receivables 73,667,262 77,822,881 77,822,881
Provision fordoubtful receivables 21,105,853 20,389,205 20,389,205
Net trade receivables 52,561,409 57,433,676

As at June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days 16,804,512 16,219,553.85 16,219,553.85
Between30 and 60 days 4,673,855 977,528,35 977,528.35
Between 61 and 90 days 2,946,047 -
Between 91 and 120 days 2,224,681 60,625,799
Over 120 days 47,018,166
Total 73,667,262 77,822,881
20. (b) Staff Receivables
20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Restated | Prior Year Audited
Gross staff advances 40,675.00 33,175.00 -
Provision for impairment los - - -
Net staff advances 40,675.00
21. Tax Recoverable
20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited

At beginning of the year 14,851,484 14,339,674 14,339,674
Income tax charge for the year (note 1| 3,963,689 29,967 29,967
Income tax paid during the year 2,104,250 481,843 481,843
At end of the year 20,919,422 14,851,484
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22. Short Term Deposits

20232024 20222023 | 20222023
Account Number Kshs Kshs Kshs
Commercial banks Prior Year | Prior Year
Restated Audited
Equity Bank Limited 1040385222168 3,406,398 3,466,364 3,466,364
Equity Bank Limited 1040385320562 2,000,000 - -
Equity Bank Limited 104(B85741346 53,000,000 52,000,000 52,000,000
Totals 58,406,398 55,466,364
23.Bank and Cash Balances
20232024 20222023 20222023
Prior Year Prior Year
Restated Audited
Kshs Kshs Kshs
Cash at bank 32,099,816 28,190,103 28,190,103
Cash in hand 6,407 5,370 5,370
Mobile money account 274,608 552,558 552,558
Totals 32,380,831 28,748,031
Detailed analysis of the cash and cagtquivalents
20232024 | 20222023 20222023
Financial institution Account number
KShs Kshs
Prior Year Prior Year
Restated Audited
a) Current account
Standard Chartered Bankj 010206343180( 566,109| 22,757,257 22,757,257
Equity BankLimited 1040299452041 4,543,508 5,432,846 5,432,846
Equity Bank Limited 104028516272 6,366,061 - -
Equity Bank Limited 1040285036374 19,997,412 - -
Equity Bank Limited 104028443870¢ 626,726 - -
Sub- total 32,099,816 28,190,103
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20232024 | 20222023 20222023
Financial institution Account number
KShs KShs Kshs
Prior Year Prior Year
Restated Audited
b) Fixed depositsaccount
Equity Bank Limited 104038522216¢ 3,406,398 3,466,364 3,466,364
Equity Bank Limited 104038532056 2,000,000 - -
Equity Bank Limited 104038574134¢ 53,000,000 52,000,000 52,000,000
Sub- total 58,406,398 55,466,364
c) Others
Cash in hand 6,407 5,370 5,370
Mobile money account 274,608 552,558 552,558
Sub- total 281,015 557,928
Grand total 90,787,229 84,214,395
24.0Ordinary Share Capital
20232024 20222023
Kshs Kshs
Authorized:
5,0000rdinary shares of Ksh&0 par valuesach 100,000 -
Issued and fully paid:
5,0000rdinary shares of Ksh&0 par value each - -

Thecompany Share capital is made upp@f00 ordinary shares of Kshs. 20 eadtich is

nominal capital.

25. Revaluation Reserve

The revaluation reserve relates to the revaluation of certain items of property, plant and equipment.
As indicated in theStatement of Changes in Equitlis is stated after transfer of excess
depreciation net of related deferred tax to retained earnRegsgaluation surpluses are not
distributable.
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26. Retained Earnings

The retained earnings represent amounts available for distribution tothe ishaseholders.

Undistributed retained earnings are utilised to finance ther ibusinesssactivities.

27. Trade and Other Payables

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Trade payables 92,968,504 69,402,233 69,402,233
Other payables
Other payables & accruals 44,818,374 44,818,374
Correction of prior year transaction (19,189,009
Other payable& accruals 22,784,774
Total 115,753,278 95,031,598 114,220,608
Aging Analysis for Trade and other Payables
20232024 % of the 20222023 % of the
total total
Kshs Kshs Kshs
Prior Year Restate(
Under one year 41,075,423 35.4%% 13,316,329 14.01%
1-2 years 464,000 0.4% 4,112,505 4.3
Over 3 years 74,213,855 64.1%% 77,602,764 81.66%
Total 115,753,278 100% 95,031,598 100%

28. Customer Deposits

These are refundable deposits paid by custombken opening a new water connection account

These deposits are refunded when water services to a customtgrarieated.T h e

deposits are held in short term fixed deposit account nud&038574134t Equity Bank

Limited.
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Financial

Analysis of customer deposits

Statements

(Cont’ d)

20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Opening balance 50,681,361 49,362,208 -
Add: Deposits received during the yeg 2,807750 3,071,908
Less: Refunded deposit during the ye| (703,626 (1,752,755)
Closing Balance 52,785,485 50,681,361 50,681,361
29. Deferred income
The deferred income movement is as follows:
Description 20232024 20222023 20222023
KShs KShs KShs
Prior Year Restateq Prior Year Audited
Balance brought forward 25,158,152 27,945,789 -
Transfers to incomstatement (2,386,420 (2,787,637 -
Balance carried forward 22,771,726 25,158,152 -
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30. Taxation
20232024 20222023 20222023
Kshs Kshs Kshs
Prior Year Prior Year
Restated Audited
Profit before taxation (10,193,840 1,153,715 1,153,715
Tax at the applicable tax rate of 30% (3,058,152) 346,116 -
Tax effects of expenses not deductible
tax purposes 7,701,689 6,842,621 -
Add non allowable expenses 22,808,738
Tax effects of income not taxable (715,928) (836,291) -
Deferred income for the year (2,787,637)
Tax effects of excess capitlowances (7,891,298) (6,382,413 -
over depreciation/amortization
Less Allowable expenses (21,274,708
Taxable income (99,891)
Tax @30% (29,967)
Total (3,963,689) (29,967)
31. Notesto the Statement of Cash Flows
20232024 | 20222023
Kshs Kshs
Prior year
Restated
(a) Reconciliation of operating
profit/(loss) to cash generated
from/ (used in) operations
Profit or loss before tax (10,193,841) 1,153,715
Depreciation 22,584,361 19,343,062
Amortization of intangible assets 1,706,610 1,884,694
Amortization of capital grants (2,386,426) (2,787,637)
(Gain)/loss on disposal of property, plant - (41,545)
and equipment
Operating profit/(loss) before working 11,710,704 19,552,290
capital changes
Working capital changes:
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(Increase)/decrease in inventories (313,349) 648,498

(Increase)/decrease in trade and other 18,253,681

receivables 1,409,058

Increase/(decrease) in trade and other

payables 20,721,680 (6,650,181)

Increase/(decrease) in customer deposits - 1,308,894
21,817,389 13,560,892

Taxation paid (481,843)

Cash gererated from/ (used in)

Operating Activities 33,528,093 32,631,336

Reconciliation of Receivables

Operating Receipts 221,486,726

Add Increase in receivables 1,409,058

Net receivables 222,895,784

Grant Income 5,961,032

Less capital grant armotised (2,386,420

Net income 3,574,606

Reconciliation of Payables

General and Operation Expenses 102,556,042

Add decrease in inventory 313,224

Add decrease in taxation paid 2,104,250

Less increase in payables and accruals (20,721,679

Net payables 84,251,837

(b)Analysis of cash and cash equivalents

Short term deposits

Equity Bank Limited 104038522216¢§ 3,406,398 3,466,364

Equity Bank Limited 1040385320561 2,000,000 -

Equity Bank Limited 104038574134¢ 53,000,000 52,000,000

Cash at bank

Standard Chartered bank 010206343180( 566,109 22,757,257

Equity Bank Limited 1040299452041 4,543,508 5,432,846

Equity Bank Limited 1040285162727 6,366,061

Equity Bank Limited 1040285036375 19,997,412

Equity Bank Limited 104028443870¢ 626,726

Mobile money account 918350 274,608 552,558

Cash in hand 6,407 5,370

Balance at end of the year 90,787,229 84,214,395
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32. Disclosure of prior year error

In the financial year 2024, the company corrected previous period error which came to the light of
management during the current period that had resulted in overstatement béloifitees by Ksh

19,189,009 and understated retained earnings. The correction of error is accounted for
retrospectively and the comparative information for year 2023 has been restated. The effect of

change is Ksh19,189,009 increase in retained earnings

Other Disclosures
33. Related Party Disclosures
County Government of Meru
TheCountyGovernment oMeru is the principal shareholder of t@@mpanyholding 100%
of theC o mp a equity interest
Other related parties include:

e The County Department in charge of Water

e TanaWaterworksDevelopmenigeng

e WASREB (Water Services Regulatory Board)

¢ WARMA (Water Resources Management Authority)
e Water Sector Trust Fund

e Key management

e Board of directors

Transactions with related parties

20232024 | 20222023
Kshs Kshs

a) Sales to related parties
Interest income fronkquity Bank Limited 4,037,056 3,212,286
Total 4,037,056 3,212,286
b) Grants from the Government
Grants fromWater Sector Trust Fund 3,574,606 -
Total 3,574,606 -
c) Expenses incurred on behalf of related party
Paymens for goods and services MfSFT Magundu 3,205,570 -
sanitation project
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20232024 | 20222023
Kshs Kshs
Total 3,205,570 -
d) Key management compensation
Director s’ emol ument s 100,000 -
Compensation to key management 23,581,870 23,260,398
Total 23,681,870 23,260,398
34. Contingent Liabilities
20232024 20222023
Kshs Kshs
Court case of a land ownership dispute 17,853,494 17,853,494
Total 17,853,494 17,853,494

35. Financial Risk Management

The Compa n yexposedttotaivarietyt of financial risks including credit and liquidity

risks and effects of changes in foreign cur:
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable levels

of risk. The company does not hedge any risks and has in place policies to ensure that credit is
only extended to customers with an established credit histtrye T c o mpany’ s f i nar
management objectives and policies are detailed below:

0] Credit risk

The Companyhas exposure to credit risk, which is the risk that a counterparty will be unable to

pay amounts in full when due. Credit risk arises from cadicash equivalents, and deposits with

banks, as well as trade and other receivables and avdiatdale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position,
past experiencand other factors. Individual risk limits are set based on internal or external
assessment in accordance with limits set by the directors. Thenesywesented in the statement
t he

of financial position are net of allowances for doubtful receivables, estithat b y C O0Omp e

management based on prior experience and their assessment of the current economic environment.
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The carrying amount of financial assets recorded in the financial statements representing the
entity’s maximum exposure to credit risk with
obtained is made up as follows:

Trade Receivables

Past due but| Past due
Total Fully not and
amount | performing Impaired Impaired
Kshs Kshs Kshs Kshs
At 30 June 2@4
Trade Receivables 73,667,262 56,561,409 -1 21,105853
Bank balances 90,780,822 - - -
At 30 June 223
TradeReceivables 77,822,881 57,433,676 - | 20,389,205
Bank balances 84,209,025 - -

The customers under the fully performing category are paying their debts as they continue trading.

The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the company has recognised in the financiah&ats is considered adequate to

cover any potentially irrecoverable amounts.

The board of directors sets the company’ s cr1 €

within which the various aspects of credit risk management are operated.

i) Liquidity risk management

Ultimate responsibility for liquidity risk ma
have built an appropriate liquidity risk management framework for the management of the
Company’s s hor t-termifuadingandiiquidity dnanhgemegt requirements. The

Company manages liquidity risk through continuous monitoring of forecasts and actual cash flows.
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The table below represents cash flows payable by the company nordéerivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their

carrying balances, as the impa€ discounting is not significant.

Less than 1 Between 13 Over 5
month months months Total

Kshs Kshs Kshs Kshs
At 30 June 2024
Trade payables 37,074,475 164,014 55,730,014| 92,968,504
Total 37,074,475 164,014 55,730,014 92,968,504
At 30 June 2023
Trade payables 8,219,296 2,100,314 59,082,623 69,402,233
Total 8,219,296 2,100,314 59,082,623 69,402,233

(i) Market risk
The board has put in place an internal audit function to assist it in assessing the risk faced by the
Companyon an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

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

and foreign exchange rates whichhwi a f fect the entity’”s 1ncome
financial instruments. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimising the return. Overall responsibility

for managing market risk rests with the Audit and Risk Management Committee.

The company’s Department 1n charge of 7ri1sk ma

detailed risk management policies (subject to review and approval by Audit and Risk Manage
Committee) and for the dap-day implementation of those policies.

There has been no
manages and measures the risk

change to the Company’ s exp
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a) Interest rate risk

Interest rate risk i1is the risk that the Compa
result of changes in interest rate levels. Th:«
This exposes the company to cash flow intawistrisk. The interest rate risk exposure arises from

interest rate movements on the company’s depo

) Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that offer

favourablenterest rates.

ii) Capital Risk Management
The objective of the Company’s capital risk m

to continue as a going concern. The Company’ s
funds:
20232024 20222023
Kshs Kshs
Revaluation reserve 18,442,055 -
Retained earnings 218,840,484 225,070,636

36. Incorporation

Meru Water & Sewerage Services Company Limited (MEWASSCO) is incorporated under the
C o mp a Act; 20450f the Laws of Kenyand isdomiciled in Kenya.

37.Events dter the Reporting Period

There were no material adjusting and +aalusting events after the reporting period.
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20. Appendices

Progresson follow up of auditor recommendations.

The following is a summary of thesues raised by the Audit@eneral and management
comments that were provided to the Auditor

In the circumstances, the accuracy and recoveral
of the long outstanding receivables balance
Kshs.77,822,881 could not be confirmed.

made to enter intc
debt settlement
plans.

Ref: Management Status Time
No. Comments (Resolved | Frame
/Not
Issue or observations From Auditor Resolved)
1 Long Outstanding Trade Receivables The management
has deployed
As previously reported, Note 16 to the finanq various strategies
statements reflects gross trade receivables balan to ad_dress thg
debt issue which
Kshs.77,822,881 which comprisesKsh.8,399,482 includes
that fell due between the years 1992 and 2005 operationalizatio
n of a debt
Kshs.69,423,398 from 2006 to date. However, collection unit,
evidence was provided of efforts made to recove dlsconnect_lon of
water services for
write off the overdue debts, contrary to Sect those on overdue
83(2)(f) of the Public Finance Management (Cou accounts and
iIssuance of
Governments) Regulations, 2015 which requires| demand notices t(
. . . .| the defaulting
entities pursue debtors with appropriate sensiti customers. In
and rgor to ensure that amounts receivable by| addition,
customers with
County Government are collected and ban outstanding debts Not
promptly. are engaged and | Resolved | 30/06/25
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Un-Valued Land
The statement of financial position and as disclg
in Note 13 to the financiastatements reflects
balance of Kshs.224,584,461 in respect to prop
plant and equipment. Included in Kshs.224,584,
is Kshs.7,507,945 for land which further inclug
Kshs.340,000 and Kshs.3,300,000 relating to
parcels of land measuring 0.101¢ech which werg
bought in 2013 and 2014 respectively. However,
valuation certificates were not provided for ad
review. In the circumstance, the accuracy g
valuation of the Kshs.3,640,000 comprising
Kshs.340,000 and Kshs.3,300,000 could not

confirmed.

The management
complied and
obtained land

valuation

Resolved

30/06/2024

Other

Matter

1.0

Ethnic Composition.
Review of the staff payroll revealed that in the y,

under review, Meru Water and Sewerage Serv
had a staff establishment of one hundred and ¢
(108) staff. However, analysis of the establishn
revealed that more thaminety-nine (99) or 92% of
the staff belonged to the dominant ethnic commu
contrary to Section 7(2) of the National Cohesion
Integration Act 2008, which states that no pul
establishment shall have more than one third o
staff from the same ethnic community.

In the cicumstances, Management was in breack

the law

The management
is committed to
continually
improve ethnic
diversityas it
places job
openings in
newspapers of
national wide

circulation.

Not
Resolved

30/06/2025
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2.0

Non-adherence to Data Protection Act, 2019
Meru Water and Sewerage Services cont
personal information from customers. Intervie
conducted revealed that the organization has
registered with the Data Commissioner which pg
a risk on theprotection of sensitive information. Th
is contrary to Section 18 of Data Protection Act, 2
which requires registration of data controllers ¢
data processorsn the circumstances, Managemg

was in breach of the law.

The management
undertakes to
adhere to the
Data Protection
Act, 2019 in
compliance with

the law.

Resolved

30/06/2024

3.0

Employees in Acting Capacity

Review of the staff payroll revealed that during th
year under review, four (4) staff had been in an
acting capacity in various positions. As at 30 Jut
2023, the employees had acted for more than siy
months contrary to Section C.14(1) of the Public
Service Commission Human Resource Policies ¢
Procedures Manual, 20160 plausible explanatiorn
was provided on why the posts had not been
substantively filled.

In the circumstances, Management was in breac

the law.

During the
financial year in
review, the
company had fou
employees on
acting capacity
whose decision 0
their acting had
not been

concluded.

Not
Resolved

30/06/2025

4.0

Use of Old Water Tariffs
of

Company charged customers based on tg

Review the Company
approved on 18 July, 2014 that were to be apg
from 2014 to 2017.However, the tariffs have sing

lapsed and the Company has continued to usg

The management

1 submittedcost

recovery tariff by
the Water
Services

Regulatory
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same old taffs for six (6) subsequent years withg Board The
approval. proposed tariff is
In the circumstances, the tariffs charged are irreg awaiting public | Not

. . Resolved | 30/06/2025
since the same have not been approved. consultation

5.0 | Non-Compliance with Fiscal Responsibility] The management
Principles on Wage BillThe statement of profit g clarifies that staff
loss and other comprehensive income and| cost versus
disclosed in Notes 8 and 9 to fiveancial statement| operation and
reflects amounts of Kshs.111,678,957 ¢ maintenance cost
Kshs.104,485,698 in respect to administration | have been
establishment, and selling and distribution expel affected by
respectively which further includes Kshs.56,301,¢ increased cost of
and Kshs33,941,32&ll totalling to K$1s.90,242,95¢§ living. The

on staff salaries and wageslowever, the Compan| company is
incurred 38% on salaries a percentage of operati| exploring

and maintenance cost of Kshs.237,392,410 con| additional

to Paragraph 3.2 of the performance report| sources of water
Kenya’ s Water S e r v irene| hence increase
WASREB, issue Number 14/2022 on Performa| revenues
Analysis and Ranking under economic efficier
which states that the personnel expenditure for
Company ranked as large Company should
exceed 30% as percentage of Operation
Maintenance Cost. In  the circumstances
Management was in breach of the WASR Not

ideli Resolved | 30/06/2025
Guidelines.

V>
Patrick Mugendi
Managing Director
Date.20/09/2024
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Appendix Il: Projects Implemented by the Company

Projects implemented by the Company Funblgdevelopment partners.

Project Project Donor Period/ | Donor Separate Consolidated
title Number duration | commitment donor in these
reporting financial
required as | statements
per the (Yes/No)
donor
agreement
(Yes/No)
Magundu | O3HS/TWWDA/| WSTF | Nine (9) | 5,150,247.40 Yes Yes
Household | MERU/MERU/ months
Sanitation | 024
Project
Status of Projects completion
Project Total Total Completion | Budget | Actual Sources
project Cost | expended | % to date of funds
to date
1 | Magundu 5,150,247.40 3,205,570 62.2% 3,574,606/ 3,205,570 Water
Household Sector
Sanitation Project Trust
Fund
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