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1. Acronyms, Abbreviations, and Definition of Terms

A. Acronyms and Abbreviations

CBK Central Bank of KenYa

ICPAK Institute of Certified Public Accountants of Kenya

IMF lnternational Monetary Fund

IPSAS Intemational Public Sector Accounting Standards

CT County Treasury

NT National Treasury

PFM Public Finance Management.

PSASts Public Sector Accounting Standards Board

WB World Bank

IDEP Integrated Development Strategy

CUIDS
UIG
KUSP II
LHPPP AND UD

County Urban Institutional Development Strategy

Urban lnstitutional Grant
Second Kenya Urban Support Program

Lands,Housing,Public Works,Physcal Planning and Urban Development
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Name and registered office

Name

SECOND KENYA URBAN SUPPORT PROGRAM(UIG)

Objective

The key objective ofthe project is :

/ Strengthening Urban Governance and Administrative Systems

/ Integrating Climate Resilience and Disaster fusk Management

/ Enhancing Private Sector Engagement in Urban Planning

/ Structuring Integrated Urban Planning & Inclusion

Address

The project headquarters offices are in Meru town, Meru County, Kenya. The address of its registered

offrce is:

PO BOX 120-60200

Meru.

111

2.1

2. Project Information and Overall Performance

Contacts: The following are the project contacts

P.O. Box: 120-60200,Meru

Telephone:

E-mail: merucounty@ meru.go' ke

Website: meru.so.ke
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Project information and overall performance (continued)

2.2 Project Information

2.3 Project Overview

N/A

Project End Date: N/A

Project Coordinator: ELIZABETH WANJIRU MBURU

Project Development Partner: WORLD BANK

Department of Lands, Physical Planning, Urban Development,

Housing and Public Works

Line Ministry or State

departments/ County Department

N/AProj ect number

The strategic goals ofthe project are as follows:
i) Stengthening Urban Govemance and Administrative

Systems

iD Integrating Climate Resilience and Disaster Risk

Management

iii) Enhancing Private Sector Engagement in Urban

Planning

iv) Structuring Integrated Urban Planning & Inclusion

The project management aiurs to achieve the goals tluough the

following means:

i) Signingthe Intergovernmental ParticipationAgreement.

ii) Formulating and implementing an approved County Urban
Institutions Development Shategy (CUIDS).

iii) Allocating at least 50% of the UIG directly to activities that
benefit the participating urbaa boards.

Summary of Project Strategies for
achievement of strategic goals

1V

Project Start Date:

Strategic goals ofthe project



Second Kenya (Jrban Support Program(KUSP il)
Annual Report and Financial Statemenls for thefinancial year ended June 30, 2026

iv) Ensuring the 30% climate change expenditure threshold is

met.

The grant - Urban Institutional Grant (UIG) is a core sub-national
funding window under Component 2 (Subnational urban
development capacity building and investments) of the Second

Kenya Urban Support Program (KUSP D.

Administered as a performance-based grant (typically about
$200,000 per anmrm per eligible county), the primary objective of
the UIG is to strengthen the capacities of counfy governments
and urban boards to manage, govern' and Iinance resilient and

inclusive urban areas

Other important background

information of the grant

The grant was formed to intervene in the following problems/gaps:

The Urban Institutional Grant (UlG)-under both KUSP I and KUSP ll-was
specifically designed to target the major govemance, sfructural, and administative

"problems" that arose following Kenya's devolution in 2013.

While counties gained significant power, urtan areas were left in an institutional

vacuum. The UIG was introduced to intervene in and resolve such challenges

including and not limited to the.following:

(i) Lack ofDedicated Urban Governance)

Following devolution, counties focused heavily on rural development,

leaving urban areas without dedicated govemance structues. Although the

Urban Areas and Cities Act (UACA) mandated the creation of municipal

boards and charters, counties lacked the incentives or administrative

mechanisms to establish them.

The grant provided the direct financial incentive and resources to legally

establish Municipal Boards, draft Municipal Chrrters, and hire dedicated

Municipal Managers and staff.

(ii) Severe Capacity and Human Resource Gaps

Newly formed municipalities lacked qualified technical personnel (planners,

furancial offrcers, engineers) and the operational systems needed to run a

city. They had no standardized administrative, financial, or asset

management systems.

UIG funds were used to build administrative capacity, train staff, establish

County Program Coordination Teams (CPCTs), and set up basic office

infrastructure, financial management systems, and monitoring guidelines.

Uncontrolled Sprawl and Poor Urban Planning

Kenya's rapid urbanization ouQaced municipal planning, leading to

haphazard developments, congested transit, and the growth of un serviced

informal scttlements.

iii)

Areas that the grant was formed

to intervene
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(iv) Exclusion of Citizens and Stakeholders in Decision-Making

Prior to KUSP, residents of urban areas (especially marginalized groups and

informal settlement dwellers) had virtually no formal channel to voice their
priorities, leading to infrastructure projects that did not align with
community needs.

UIG mandated the establishment of Citizen Forr and struch:red stakeholder

engagement frameworks, ensuring municipal budgets and projects were

socially inclusive and community-driven.

(vD Weak Privste Sector Engagement & Economic Stagnrtion
Municipalities operated in silos, failing to engage local businesses or create

environments conducive to private investsnent, which stifled local economic

growth.

The grant intervened to help municipalities establish Private Sector
Engrgement Frameworks (PSED, build private sector databases, and

foster public-private dialogues to clear bottlenecks for local businesses.

Grant duration 3 Years

vt

The grant financed the formulation of Integrated Urban Development

Plans (IDePs), spatial plans, and zoning regulations to guide sustainable

growth and enforce building codes.

(v) Vulnerability to Climate Change and Poor Disaster Preparedness

Urban centers in Kenya have been highly vulnerable to climate risks like
flash flooding, heat islalds, and water scarcity, with zero localized s$ategies

to mitigate these disasters.

Under KUSP II, the UIG specifically intervened by requiring municipalities
to draft County Urban Institutional Development Strategies (CUIDS)
that integate climate resilience. It legally bound counties to spend at least

30% ofthe UIG on climate-resilient planning and disaster preparedness.
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Project Information and Overall Performance (Continued)

2,4 Bankers

The following are the bankers for the project:

(i) cBK

(iD Family Bank Limited- Nc N0.063000077331

(iii) Credit Bank-A/C NO.0171018000044

2.5 Independent Auditor

Auditor-General

Office of Auditor General

Aruriversary Towers, Institute WaY

P.O. Box 30084

GPO 00100

Nairobi, Kenya

vu

Second Kenya Urban Support Program(KUSP n)
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2.6 Roles and Responsibilities

The AIE holder for the

grant

Bcom.Computer ScienceAg. Chief Officer-

Lands

Sarafin Mutwiri

FinanceMBA, Finance,

B.Com Accounting,CPAK

Chief officer -FinanceCharles Mwenda

The Convener of the

County Program

Coordination Team

(cPCr)

Bachelor of Arts Urban

and Regional Planning

KUSP II Program

Coordinator

Elizabeth Mburu

Responsible for the

Financial Reporting.

B.CoM (Finance)CPA KHellen Mukiria CPCT Accountant

In charge of Intemal AuditBcom, MBACPCT Intemal AuditChris Mutoni

2.7 Funding summsry

The grant is for a duration of 3 years from 2025 to 2028 with an approved budget of Kshs.48,309,300 whereby,

Kshs.32,309,300 was from world bank grants and Kshs. 16,000,000 was counter fund from county govemment of Meru.

v111
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Project information and overall performance (continued)

Below is the funding srunmary:

A. Source ofFunds

The cumulative amowlt received from the Development partrer to date excludes theKshs. 135,7 10 amount that

is held in the Designated account.

(i) Grant

32,309,300 10,83 r32,309,300
Insert name of

development partner

(ii) Counterpart funds

12,200,000 124,87912,200,000
County Govemment of

Meru

r35.71044,509,30044,509,300Total

tx

Sou rce ol' lir nds Dcvelopnrcnt I)rrrlner
. Comrnitrncrtt '

Alrrount rccsivctl to tlrrtc -
(30'n.lurre 202(r)

Urrdrrtwrt lrit ll ncc to
, .rlate

l)cvelopnrent
I'nrtncr.'
currcncy

Kshs I)cvclopructr(
' l'lr rtncr

cu rrcncv

Kshs I)evcloprr crrt
['artttct'

'cttrrcttcy

l(shs

(A) , (A') (ri) (tl') (A)-(B) (A') 
'(B')
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Project information and overall performance (continued)

2.8 Summary of Overall Proiect Performance:

l) We received Kshs.32,309,300 as grants,Kshs'12,200,000 counter

Fund,136,23l budget carryovers from previous period totalling to Kshs.

44,645,531 and we used Kshs. 44,509,821 balance Kshs.l35,7l0 .

ii) The grant was used mostly on capacity building, training and community

engagements.

iii. Late disbursement of funds, Political interference,

iv. Budget absorption:

n Support Program(KUSP Il
Financial Statements for the financial y

Kshs KshsKshsKshsKshs

136,231 136,231136,231

Budget Crrry
Overs from
previous periods

Receipts

44,509,300
100

44,509,30044,509,300
Revenue Transfers

44,645,531 44,645,531
100

t36,23144,509,300
Total Revenue

Payments

43,085,531 42,949,821
135,710 r00

136,23142,949,300
Use of goods and
servrces

1,560,000 1,560,0001,560,000
PPE

44,509,821
135,710

44,645,531
100

44,509,300
Total Payments

l3 5,710
135,710 0Surplus

x

'.Originll
,,1]rrtlEct. ,\ tl,ju st nt ctrts

I?innI
iiutl[ct

Actuul on
Conr pli rrr ble.
(clsIr) Ilrrsis

lI u rlge t
Litiliz.ation
riirfcic;lt

' 
..'X, o[

, [)tilizn(ion

A B c=atlr d c=i'-il t=,Jli "/"
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2.9 Summary of Project Compliance:

i) There were no cases of non-compliance

iD No cases of non-compliance.

iii) Not applicable

ilt
xt
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3. Statement of Performance against the Project's Predetermined Objectives

The project has four major objectives whose achievement are as follows:

i. Strengthening Urban Govemance and Adminishative Systems - during the period under

review, the project conducted induction of recently appointed municipal board members

for three municipalities (Meru, Maua and Timau). The board members were able to

understand their roles in management. This will ensure govemance and administrative

roles are adequately efficient during the term of service'

ii. lntegrating Climate Resilience and Disaster Risk Management- during the period under

review, technical staff (civil-structural engineers, physical Planners and Environmental

officers) were undertaken through climate risk and climate resilience training and therefore

they gained a clear understanding of localized climate vulnerabilities and future projections

eg. Extreme weather such as drought, flooding etc. This enabled the technical team develop

skills to design for vulnerable infrastructure, alleviating the extent ofrisks

iii. Enhancing Private Sector Engagement in Urban Planning- during this period the municipal

lntegrated Development PIan 2023-2027 for Meru and Maua Municipalities were prepared,

approved by the County Assembly and adopted by the respective Municipal Boards. Each

IDeP was participatory during the preparation period, ensuring public and private sector

engagement was held to incorporate their views. The County Assembly equally held a

public participation engagement before the approval of the same'

iv. Structuring lntegrated Urban Planning & Inclusion- the preparation and approval of the

IDePs and subsequent annuai review of the same by the Municipal Boards provided for

inclusion of various views in the Municipalities.

xrl
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Introduction

Section S1(2)(/) lsection 164 (2)(l) of the Public Finance Management Act,2012, requires

that the Accounting Officer include a statement of the national govemment entity's

performance against predetermined objectives at the end ofeach financial year.

The key development objectives of the project's agreement/ plan are to:

i)

ii)

iii)

iv)

Strengthening Urban Govemance and Administrative Systems

lntegrating Climate Resilience and Disaster Risk Management

Enhancing Private Sector Engagement in Urban Planning

Structuring Integrated Urban Planning & Inclusion

Progress on the attainment of strategic development objectives

To implement and cascade the above development objectives to specific sectors, all the

development objectives were made specific, measurable, achievable, realistic, and time-

bound (SMART) and converted into development outcomes. Attendant indicators were

identified to track progress and performance measurement.

x111
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Below, we provide the progress on attaining the stated objectives:

No. of
Municipal
boards trained

Induction training

of Municipal

Boards

Strengthening

Urban

Govemance

and

Administrative

Systems

No. of climate

risk profiles

prepared

No. of officers

trained

lnFY 202512026

facilitated technical

officers for climate

resilience and risk
management

And prepared climate
risk profiles for Meru

and Maua

Municipalities

Training of
technical officers

on climate

resilience and Risk

management

Prepared a climate

risk profile for
Meru and Maua

Municipalities.

Integrating

Climate

Resilience and

Disaster Risk

Management

No. of private

sector

engagement

meetings

proceedings

No of citizen

fora meetings

proceedings

Prepared a private

sector engagement

framework for Meru
and Maua
Municipalities
approved and

adopted by the

Municipal boards

Conducted citizen

fora and private

sector engagements

Enhancing

Private Sector

Engagement

in Urban

Planning

Reviewed IDeP Minutes of the

Municipal Board

approving and

adopting the IDeP

Annual feview of
the Integrated

Development Plan

for Meru and Maua

Municipalities

Structuring

Integrated

Urban

Planning &
Inclusion

xlv

lnFY 202512026

facilitated induction

training of municipal

boards ofthree
municipalities (Meru,

Maua and Timau) at

Kenya School of
Government

.Urban
lnstitutional
Grant
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4. Environmental and Sustainability Reporting

1. Environmentalperformance

Because the UIG is an operational and capacity-building grant rather than a capital investment
fun{ its sustainability shategy is built around institutionalization----ensuring that the capacities
built during the program survive after the grant cycle ends.

. Mainstreaming into County Frameworks: The strategy focuses on anchoring newly
established municipal structues (such as Municipal Boards and urban management
charters) directly into county government legislation and budget frameworks.

. Revenue Generation and Fiscal Autonomy: A core mandate funded by the UIG is the

development of urban revenue-enhancement strategies. By automating revenue

collection, updating valuation rolls, and streamlining local enforcement, municipalities
aim to transition from grant dependency to self-sustained entities.

. Institutional Capacity Retention: Rather than relying solely on external consultants,
UIG funds emphasize haining permanent county and municipal staff. This strategy

ensures that expertise in urban planning, financial management, and environmental

safeguards remains within the civil service.

. Structured Transition to KUSP II: Under the current phase, sustainability is reinforced
by tightening the minimum conditions for subsequent grant allocations, incentivizing
counties to maintain firnctional boards and distinct municipal bank accounts.

2. Employee welfare

The UIG funds have been utilized in training of staff and the municipal board rnembers so

as to improve their skills for better production.

3. Marketplacepractices-

The UIG utilizes a Performance-Based Grant System (PBGS) as its primary risk management
mechanism, which ties funding strictly to compliance and performance benchmarks verified by

independent Annual Performance Assessments (APAs).

. Pre-investment Screening (Minimum Conditions): To manage frduciary risks, a

municipality cannot access UIG funds unless it meets strict "Minimum Conditions"
(lvlCs) annually. These include having a legally constituted Municipal Board, an

approved urban boundaries charter, and an active, audited municipal bank account.

. lndependent Oversight and Auditing: Funds are subjected to rigorous finalcial and

procurement audits conducted by the Office of the Auditor General (OAG) alongside

regular World Bank fiduciary reviews.

4. CoumunityEngagements

xv
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Capacity Building Grievance Redress Mechanisms (GRM): lntegrated complaint and

grievance systems are mandated at the municipal level to manage social risks, enswing

transparent communication regarding how capacity-building funds are utilized.

5.Community Engagements

The UIG funds have been utilized for staff training for various capacity staff including and

not limited to financial management training, training on procurement on EGP, taining on

climate risks and resilience, training of CECs, Municipal Managers and Municipal Chairs

and KUSP coordinators. All these trainings were meant to enhance the capacity of each staff

to deliver on their mandates.

xvl
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5.Statement of Project Management Responsibilities

Chief Ollicer for the department of Lands, Housing, public worla, physical planning and

Llrban Development andthe Project Coordinator Second Kenya Urban Support Program ue

responsible for the preparation and presentation ofthe Project's financial statements, which

give a true and fair view ofthe state ofaffairs ofthe Project for the financial year ended on

J:une30,2026.

This responsibitity includes (i) Maintaining adequate financial management arrangements

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

Maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the project, (iii) Designing, implementing and maintaining intemal

controls relevant to the preparation and fair presentation of the financial statement, and

ensuring that they are free from material misstatements, whether due to error or fraud,(iv)

safeguarding the assets of the project, (v) Selecting and applying appropriate accounting

policies and (v) Making accounting estimates that are reasonable in the circumstances.

The Chief Oficer for the Deparlrnent of lands, Housing, Public works, Physical Planning and

Urban Development and the Project Coordinator accept responsibility for the Project's

financial statements, wl,ich have been prepared on the IPSAS Accrual Basis Method of

Financial Reporting, using appropriate accounting policies in accordance with Intemational

Public Sector Accounting Standards.

The Chief Officer for the Department of Lands, Housing, Public works Physical Planning and

Urban Development and the Project Coordinator we of the opinion that the Project's financial

statements give a true and fair view of the state of the Project's transactions during the

financial year ended June 30" 2026, and ofthe Project's financial position as at that date. The

Chief Officer for Department of Lands, Housing, Public works Physical Plaming and Urban

Development aadthe Project Coordinator further confirm the conrpleteness of the accounting

records maintained for the Project, which have been relied upon in the preparation of the

Project financial statsme[ts and the adequacy of the systems of internai financial control.

The Chief officer Departmerzr of Lands, Housing, Public works, Physical Plaruring and Urban

Developmeut and the Project Coordinator confinn that the Project has complied fully wiflt

applicabie Goveuunent Regulations and the tenus of external financing covenants and that

Project fuirds received during the financial year under audit rvere used for the eiigible puposes

for which they u,ere intended and were properly accounted for.

x\/11
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Approval of the Project Financial Statements
The Project financial statements were approved by the Chief Officer for the Department of

Lands, Physical

Coordinator on

development,

0g a) 16
Housing and Public works and the Project

2026 and signed by:

Name: eth Wanjiru

Project Coordinator

Name: Sarafin Mutwiri

Cltief Ol/icer

x\/111
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REPUBLIC OF KENYA

Of FKE OT IHE AUO]TOR.GEiENAI

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBI
REPUBLIC OF XENYA

REPORT OF THE AUDITOR-GENERAL ON SECOND KENYA URBAN SUPPORT
PROGRAM (KUSP II) - PROJECT GRANT/CREDIT NO. P177048 FOR THE YEAR
ENDED 30 JUNE, 2026 - COUNTY GOVERNMENT OF MERU

PREAMBLE

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

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

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

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

An Unmodified Opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, is effective in the use of resources, or that its internal
control, risk management and governance systems are properly designed and were
working effectively in the flnancial year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, Cap.412A and the Public Audit Act, Cap. 4128. The
three parts of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Second Kenya Urban Support
Program (KUSP ll) - Project GranUCredit No. P177048 set out on pages 1 to 20, which
comprise of the statement of financial position as at 30 June, 2026, and the statement of

Report of the Auditor-General on Second Kenya Urban Support Progran (KUSP Il) - Project Grant/Credit
No. P177048lor the year ended 30 June, 2026 - County Governmenl of Meru



o
financial performance, statement of changes in net assets, statement of cash flows and
the statement of comparison of budget and actual amounts for the year then ended, and
a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, Cap. 4128.1 have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Second Kenya Urban Support Program (KUSP ll) - Project GranUCredit
No. P177048 as at 30 June, 2026, and of its financial performance and its cash flows for
the year then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the Financing Agreement No. P177048 -KE dated 30
May,2024 between the lnternational Development Association and the Republic of Kenya
and the Public Finance Management Act, Cap. 412A.

Basis of Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Second Kenya Urban Support Program
(KUSP ll) - Project GranUCredit No. P177048 Management in accordance with ISSAI 130
on the Code of Ethics. I have fulfilled other ethical responsibilities in accordance with the
ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. I have determined that there are no
other key audit matters to communicate in my report.

Other lnformation

The Management is responsible for the Other lnformation set out on page iii to xviiiwhich
comprise of the Project lnformation and Overall Performance, Statement of Performance
against Project's Predetermined Objectives, Environmental and Sustainability Reporting
and Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this Other lnformation and I am
required to report that fact. Based on the audit procedures performed and the matters
described in my Basis for Opinion, I confirm that Other lnformation is not materially
inconsistent with the financial statements.

Report of the Auditor-General on Second Kenya Urban Support Program (KUSP ll) - Project Grant/Credit
lio. P 177018 for the year ended 30 June, 2026 - County Government of lvleru
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Unconfirmed Non-Financial lnformation

The community engagement subsection of the report under environmental and
sustainability section of the annual report indicates that the integrated complaint and
grievances system are mandated at Municipal level to manage social risks ensuring
transparent communication regarding how capacity building funds are utilized. However,
there was no evidence of grievances systems having been put in place in the three (3)
Municipalities of Maua, Meru and Timau. Further, there was also no evidence of
charitable giving or community social investment.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

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

Basis for Conclusion

Non-Compliance with IPSAS Reporting Template

Review of the financial statements revealed non-compliance with the reporting template
as detailed below:

Summary of significant accounting policies as disclosed in Note 4b to the financial
statements reflects budget approved by the County Assembly of 29 August,2025.
However, there was no documents presented in support for the approval.

The Project information and overall performance under sources of funds does not
indicate the name of the development partner.

ln the circumstances, the financial statements as prepared and presented are not in
compliance with IPSAS reporting framework.

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

Report of the Auditor-General on Second Kenya Urban Support Program (KUSP I0 - Project Grant/Credit
No. P I7 7018 for lhe year ended 30 June, 2026 - Counly Government of Meru
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, Cap.4128, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

As required by the lnternational Development Association Financing Agreement, I report
based on my audit, that:

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

ii. Adequate accounting records have been kept by the Project, so far as appears
from the examination of those records; and,

iii. The Project's financial statements are in agreement with the accounting records
and returns.

The Financing Agreement No. P177048 dated 30 May, 2024 requires that I report on the
legal or regulatory requirements, or on performance information disclosed. These matters
require expressing a separate opinion as to the Project compliance with laws and
regulations. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material

Report of the Audilor-General on Second Kenya Urban Supporl Program (KUSP Il) - Project Grant/Credit
No. P 177048 for the year ended j0 June, 2026 - County Government of Meru
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
Cap.4128.

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

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

Auditor-General's Responsibil ities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, Cap. 4128 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's repo( that includes my opinion in accordance with Section 48
of the Public Audit Act, Cap. 4128. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

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

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act,
Cap.4128.

Report of the Auditor-General on Second Kenyo Urban Support Program (KUSP Il) - Project Grant/Credit
No. Pl77018for the year ended j0 June, 2026 - County Government of Meru
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Further, I am required to submit the audit report in accordance with Article 229(7) oI the
Constitution.

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

FCPA Na , CBS
AUDITOR-GENERAL

Nairobi

21 September,2026

Report of the Auditor-General on Second Kenya Urban Support Program (KUSP Il) - Projecl GranlCredit
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Annual Repo rt and Financial Statements for thefinancial year ended June 30, 2026

6. Statement of Financial Performance for the Year Ended 30th June 2026.

The financial statements were approved on S 2026 and SI ed by:

eth Wanjiru Name ellen MukiriaName: Sarafin Mufwiri
Cltief OfJicer

Date

Name: El
Project Coordinator

Date

Project Accountant

ICPAK Member No:31780
Date

Reven ue

6 44,509,300Revenue Transfers

44,509J00Total revenue

Expenses

7Employee costs

8 42,949,82tUse of goods and services

9 216,450Deprec iation and amortization expense

43,166,211Total expenses

1,343,029Surplus/ (deficit)

I

Second Kenya Urban Support Program (KUSP il)

Notes Fy 202512026

Kshs





Second Kenya Urban Support Program (KUSP II)
Annual Repo rt and Financial Statemenb for the financial year ended June 30, 2026

7. Statement of Financial Position as at 3Oth June 2026

The financial statements were approved on
(err

k
Name: El h Wanjiru Na lll e: Hellen Mukiria

2026 utd dbv

Name: Sarafin Mutwiri
Chief Oflicer Project Coo inator Project Accountant

ICPAK Member No.31780

Date

2

Asse ts

Current Assets

10 135,710Cash and Cash equivalents

135,710Total Current Assets

Non-Current Assets

l3 1,343,550Property, Plant and Equipment

1,343,550Total Non- Current Assets

1,479,260Total Assets (a)

Liabilities

Current Liabilities
t4Trade and Other Payables

Total Current Liabilities

Nou-Current Liabilities

Total Non-Currcnt Liabilities

Total Liabilitics (b)

1,479,260Net Assets (a-b)

Represented By:

t,479,260Accurnulated Surplus

Revaluation Reserve

1,479,260Total Net Assets

Datc Date

Note ItY 2025t2$26

Kshs
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8. Statement of Changes in Net Assets

The financial statements were approved on

Name: Sarafin Mutwiri
Chief Officer

Date

Name: El Wanjiru

Project Coordinator

Datc

2026 and signed by:

Name: Hellen Mulciria

Project Accountant
ICPAK Member No.31780

Date

J

As At l't July 2024

Retum to Exchequer

Surplus/Deficit for the year

Transfer of excess depreciation on revaluation

Other Changes (specify)

As at 30'h June 2025

136,231136,231As At 1't July 2025

1,343,029t,343,029Surp lus/ deficit for the year

1,479,260t,479,260As at June 30, 2026

Accumulntcd
Su rplus

Revaluation
Ilcsc rve

Totnl

Revaluation Gain

8$ \qrZp

k



Second Kenya Urban Support Program (KUSP II)
Annual Report and Financial Statemenls for theJinancial year ended June 30, 2026

9. Statement of Cashflow for the year ended 30th June 2026

Cashflow from operating activities

Receipts

44,509,300Revenue Transfers

44,509J00Total receipts

Payments

7Employee costs

8 42,949,821Use of goods and services

42,949,821Total payments

1,559,479Net cash flow from operating activities

Cashflow from investing activitics

1,s60,000Acquisition of non-financial assets

Proceeds from sale of Assets

Acquisition of Intangible assets

r,560,000Net cash flows from investing activities

Cash flow from linancing activities

Repayment of Lease Principal

Specify the activity

Net cash flow from financing activitics

521
Net increase/Decrease in cash and cash

equivalents

0 136,231Cash and cash equivalent at l't July 2025

135,710Cash and cash equivaleut at end June 2026

4

Nirtc b-y ),07512tJ26

Kshs
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10. Statement of Comparison of Budget and Actual Amounts for the Year ended 30th June

2026

Budget reconciliation

Kshs Kshs KshsKshsKshs

136,231136,231136,231

Budget Carry Overs
from previous
periods

Receipts

100
44,509,300 44,509,300Revenue Transfers

44,509,300

44,645,53144,645,531
100

44,509,300 136,231
Total Revenue

Payments

43,085,531 42,949,821
135,710 100

136,23r42,949,300
Use of goods and
servlces

1,560,0001,560,0001,560,000
PPE

44,509,82144,645,531
135,710 100

44,509,300
Total Payments

135,710
135,710 0Surplus

t 35,710Actual Surplus Amounts as per the statement of Budget

I35,710Closing Cash and Cash Equivalent as per the statement of Cash flows

5
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Second Kenya Urban Support Program (KUSP II)
Annual Report and Financial Statements for thefinancial year ended June 30, 2026

11. Notes to the Financial Statements

1. General Information

Second Kenya Urban Suppoft Program (KUSPU) entity is established by and derives its authority and

accountability from PFM Acl 2012. The entity is wholly owned by the Govemment of Kenya and is

domiciled in Kenya. The entity's principal activity is to strengthen the capacities of urban institutions,

improve the delivery and resilience of urban infrastructure and services, and enhance the private sector

engagement in urban planning.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with the Public Finance Management Act, 2012

and with the Intemational Public Sector Accounting Standards (IPSAS).

Applicable ld January 2025

The standard sets out the principles for the recognitionr measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees

and lessors provide relevant information in a manner that faithfully represents

those transactions. This information gives a basis for users of financial

statements to assess the effect that leases have on the financial position,

financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right ofuse assets and Iease liabilities.

This standard has no impact on the financial statement of the entity

Applbablg ln January 2025

The Standard requires.

Assets that meet the criteria to be classified as held for sale to be measured at

the lower of carrying emount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:

fusets that meet the criteria to be classifred as held for sale to be presented

separately in the staternent offinancial position and the results ofdiscontinued

operations to be presented separately in the statement of financial performance.

This standard has no impact on the financial statement of the entity

IPSAS 44:

Non- Curent

Assets Held

for Sale and

Discontinued

Operations

6

3. Adoption ofNew and Revised Standards

New and amended standtds and interpretations in issue effective in the year ended 30 June 2025.

Ill'f'cctivc tlrtc rnd inr grirct:

IPSAS 43

Leases
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New and amended standards and lnterpretations ln issue but not yet elfeaive in the year ended

30 lune 2026

t)

The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS

45 has additional guidance/ new guidance for heritage assets, infrastructure

assets and measurement. Heritage assets were previously excluded from the

scope of IPSAS 17 in IPSAS 45, heritage assets that satisfr the definition of

PPE shall be recognised as assets if they meet the criteria in the standard.

trSAS 45 has an additional application guidance for infrastructure assets,

implementation guidance and illushative examples. The standard has clarified

existing principles e.g valuation ofland over or under the infrastructure assets,

under- maintenance of assets and distinguishing significant parts of

infrastructure assets,

This standard has impact on the recognition of assets of the entity in its

financial statement

Applicable ln January 2025IPSAS 45.

Property Plant

and

Equipment

Applicable ld lanuary 2025

The objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further detailed guidance on the implementation of

commonly used measurement bases and the circumstances under

which they should be used.

ii. Clarifring transaction costs guidance to enhance consistency across

IPSAS;

iii. Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurcment and

measurement related disclosures.

The standard also introduces a public sector specific measurement bases called

the cunent operational value.

This standard has no impact on the financial statement of the entity

IPSAS 46

Measurement

Applicabl| Ii January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions,

IPSAS I I Construction conEacts and IPSAS 23 Revenue from non- exchange

IPSAS 47-

Revenue

l'foctlE ie lmdate n nrl pngt

N{ rr rrtla rd li ll'cr (it,c tlri(tr urtrl int put(l
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transactions. This standard brings all the guidance of accounting for revenue

under one standard. The objective ofthe standard is to establish the principles

that an MDA shall apply to report useful information to users of financial

statements about the nature, amount, timing and uncertainty of revenue and

cash flow arising from revenue transactions.

This standard has no irnpact on the financial statement ofthe entity

Applicable Ist lanuary 2026

The objective of the standard is to establish the principles that a transfer

provider shall apply to report useful information to users of financial

statements about the nature, amount, timing and uncertainty of expenses and

cash flow arising from transfer expense transactions. This is a new standard for

public sector entities geared to provide guidance to entities that provide

transfers on accounting for such transfers.

This standard has no impact on the financial statement of the entity

IPSAS 49.

Retirement

Benefit Plans

Applicable li January 2026

The objective is to prescribe the accounting and reporting requirements for the

public sector retirement benefrt plans which provide retirenrent to public sector

employees and other eligible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

This standard has no impact on the financial statement of the entity

IPSAS 50:

Exploration

For &

Evaluation of

Mineral

Resources

Applicable lil January 2027

The objective of this Standard is to specify the financial reporting for the

exploration for and evaluation ofmineral resources. The Standard requires:

i. Limited improvements to existing accounting practices for exploration

and evaluation expenditures.

ii. Entities that recognize exploration and evaluation assets to assess such

assets for impairment in accordance with this Standard and measure

any impairment in accordance with IPSAS 26.

iii. Disclosures that identiff and explain the amounts in the entity's

financial statements arising from the exploration for and evaluation of

mineral resources and help users of those financial statements

understand the amount timing and certainty of future cash flows from

any exploration and evaluation assets recognized,

This standard has no inrpact on the financial staternent ofthe entity

8

Standrtrd d irnpttct:0flectivc date arr

IPSAS 48.

Transfer

Expenses



Second Kenya Urban Support Program (KUSP ID
Annual ort and Financial Statements or lhe nancial ended June 30,2026

Applicable ln January 2028

The objective ofthis standard is to establish the principles that an entity shall

apply to report relevant information to users of financial statements about the

nature, amounts, timing, and uncertainties arising from tangible natural

resources held for conservation.

A tangible natural resource held for conservation is a naturally occurring

tangible asset that is managed to prevent its degradation.

This standard has no impact on the financial statement of the entity

IPSAS 5I:

Tangible

Natural

Resources

Held For

Conservation

IPSASB SRS

l:Climate

Related

Disclosures

Applicable lil January 2028

This standard provides principles for an entity to address climate-related risks

and opportunities arising'from an entityis activities and operations. The

standard provides disclosures on governance, strategy, risk management, and

mehics and targets.

This standard has no impact on the frnancial statement of the entity

9
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4, Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair value and
recognized on obtaining control ofthe asset (castL goods, services and property) ifthe transfer is free from
conditions and it is probable that the economic benefits or service potential related to the asset will flow to

the entity and can be measured reliably. To the extent that there is a related condition attached that would
give rise to a liability to repay the amount, the amount is recorded in the statement offinancial position and

realised in the statement offinancial performaace over the useful life of the assets that have been acquired
using such funds.

ii) Revenue from exchange transactions

Finance income

Finance income is accrued using the effective yield method. The effective yield discounts estimated futue
cash receipts through the expected life ofthe financial asset to that asset's net carrying amount. The method
applies this yield to the principal outstanding to determine interest income each period.

b) Budget lnformation

Tlre original budget for FY 2025/2026 was approved by the County assembly on 29rh August 2025.

Subsequent revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The additional appropriations are added to the original
budget by the entity upon receiving the respective approvals to conclude the final budget. The entity's
budget is prepared on a different basis to the actual income and expenditure disclosed in the financial
statements. The financial statements are prepared on accrual basis using a classification based on the natue
of expenses in the statement of financial performance, whereas the budget is prepared on cash basis. The
amounts in the financial statements were recast from the accrual basis to the cash basis and reclassifred by
presentation to be on the same basis as the approved budget. A comparison ofbudget and actual arnounts,
prepared on a comparable basis to the apploved 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 differences in the formats and classification schemes adopted for the
presentation of the financial statements and the apploved budget. A statement to reconcile the actual
amounts on a comparable basis included in the statement ofcomparison ofbudget and actual amounts and

the actuals as per the statement ofcash flows has been presented on page 5 ofthese frnancial statements.

c) Property, plant and equipment

Recognition and Measurement

The Entity's Property, Plant, and Equipment @PE) are tangible items held for use in the production or

supply of goods and services, for rental to others, or for administlative purposes, and are expected to be

used for morc than one reporting period.

An item ofPPE is recognized as an asset if, and only if:
. It's probable that the future economic benefits or service potential associated with the item will

flow to the ministry,
. The cost or fair value of the item can be measured reliebly.

Items acquired through non-exchange tlansactions (e.g., donations) are measrued at their deemed cost,

wlich is the fair value at the date of acquisition. For all other acquisitions, initial measurement is at c.ost,

10
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which includes all expenses directly attributable to bringing the asset to the location and condition

necessary for it to be capable of operating in the manner intended by management.

The entity has adopted the Historical cost model for the subsequent measurement of its PPE. Under this

model, after initial recognition, an asset is carried at its cost less any accumulated depreciation and

accumulated impairment losses.

Depreciation and Impairment
The entity applies the reducing balance of depreciation and pro-rata basis, as it best reflects the pattern

of the asset's consumption of its future economic benefits or service potential. Depreciation begins when

the asset is available for use and ceases at the earlier of the date the asset is classified as held for sale or the

date of derecognition. The depreciable amount is the cost ofthe asset less its residual value. The residual

value and the useful life of an asset are reviewed at least at each annual reporting date. The table below

indicates the various classes of assets and the depreciation rates.

lmpalrment: The entity assesses at each reporting date whether there is any indication that an asset may

be impaired. lf an indication exists, the recoverable amount of the asset is estimated. An impairment loss

is recognized lmmediately in the statement of financial performance,

An item of property, plant, and equipment is derecognized upon disposal or when no future economic

benefits are expected to arise from the continued use of the asset. The gain or loss arising on the disposal

or retirement of an asset is determined as the difference between the sales proceeds and the carrying

amount ofthe asset and is recognized in the statement offinancial performance.

d) Lease Liability

A right-of-use asset represents the entity's right to use an underlying leased asset over the lease term. At
the commencement date ofa lease, the entity recognizes a right-of-use asset and a lease liability, except

for short-term leases and leases of low'value assets as allowed under IPSAS 43.

Recognition

The entity recogrises a right-of-use asset at the lease commencement date. The right-of-use asset is

initially measured at cost, which comprises:

o The amount of the initial lease liability.
. Any tease payments made at or before the commencement date, less any lease incentives received;

. Any initial direct costs incurred; and

. An estimate of the costs to be incuned in dismantling and removing the underlying asset or

restoring the site,

Measurement
Right-of-use assets are initially measured at cost. After initial recognitiorl right-of-use assets arc

measured using the cosl model, where the asset is carried at: Cost less accumulated deprcciation, and any

accumulated impairment losses. Right-of-use assets are depreciated on a straight-line basis over the

shorter ofthe lease term or the useful life of the underlying asset.

Depreciation of right-of-use assets is charged to expenditwe in accordance with the entity's depreciation

policy applicable to owned assets of the same class. Nghtof-use assets arc assessed for impairment in

accordance with IPSAS 21 - Impairment of Non{ash-Generating Assets or IPSAS 26 - Impairment of
Cash-Generating Assets, as applicable.

ll

Depreciation RatePPE ltem

33.3%Computers & ICT Equipment
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e) Lease Liability
The lease liability is measured at the present value of lease payments that are not paid at that date. The

lease payments have been discounted using the interest rate implicit in the lease, and the rate can be readily

determined. If the rate caruaot be readily determined, the entity uses the incremental bonowing rate.

Subsequently, the lease liability is measured at amortized cost using the effective interest method and

reduced by lease payments. Interest expense is recognized in the statement of financial performance.

f) Intangible assets

g) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual project are recognized
as intangible assets when the Entity can demonstrate:

D The technical feasibility of completing the asset so that the asset will be available for use or

sale.

D Its intention to complete and its ability to use or sell the asset.

F How the asset will generate future economic benefits or service potential

) The availability of resources to complete the asset.

F The ability to measure reliably the expenditure during development.

Following initial recognition ofan asset, the asset is carried at cost less any accumulated amortization and

accumulated impairment losses. Amortization of the asset begins when development is complete, and the

asset is available for use. It is amortized over the period of expected future benefit. During the period of
development, the asset is tested for 'impairment annually with any impairment losses recognized

immediately in surplus or deficit.

t2

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired
in a non-exchange transaction is their fair value at the date of the exchange. Following initial recognition,
intangible assets are carried at cost less any accumulated amortizztion and accumulated impairment losses.

Internaily generated intangible assets, excluding capitalized development costs, are not capitalized and

expenditure is reflected in surplus or deficit in the period in which the expendihue is incuned. The useful

life of the intangible assets is assessed as either finite or indefinite. Intangible assets with an indefinite
useful life are assessed for impairment at each reporting date.
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Notes to the financial statements

h) Financialinstruments

IpSAS 4l addresses the classificatior\ measurement and de-recognition of financial assets and financial

liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets. Ile
entity does not have any hedge relationships and therefore the new hedge accounting rules have no impact

on the Company's financial statements. (amend as appropriate). A financial instrument is any contract that

gives rise to a financial asset ofone entity and a frnancial liability or equity instrument of another entity'

At initial recognition, the entity measures a financial asset or financial liability at its fair value plus or

minus, in the case of a financial asset or financial liability not at fair value thLrough surplus or deficit,

transaction costs that are directly attributable to the acquisition or issue of the linancial asset or financial

liability.

Financial assets

Classification

The entity classifies its financial assets as subsequently measured at amoftised cos! fair value ttuough net

assets/ equity, or fair value through surplus and deficit on the basis ofboth the entity's management model

for financial assets and the contractual cash flow characteristics ofthe financial asset. A financial asset is

measurcd at amortized cost when the financial asset is held within a management model whose objective

is to hold financial assets in order to collect contractual cash flows and the contractual terms ofthe financial

asset give rise on specifred dates to cash flows that are solely payments of principal and interest on the

principal outstanding. A financial.asset is measured at fair value through net assetV equity if it is held

within the management model whose objective is achieved by both collecting conffactual cashflows and

selling financial assets and the contractual terms ofthe financial asset give rise on specified dates to cash

flows that are solely payments of principal and interest on the principal amount outstanding. A financial

asset shall be measured at fair value through surplus or deficit unless it is measured at amortized cost or

fair value through net assetV equity unless an entity has made an irrevocable election at initial recognition

for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair value are

presented in either surplus or deficit or through net assetV equity subj ect to certain criteria being met,

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent

solely payments ofprincipal and interest, and that are not designated at fair value through surplus or deficit,

are measured at amortized cost. A gain or loss on an instrument that is subsequently measured at amortized

cost and is not paft ofa hedging relationship is recognized in profit or loss rvhen the asset is de-recognized

or impaired. Interest income from these financial assets is included in finance incorne using the effective

interest rate method.

l3
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6. Revenue Transfers

a) Details to Revenue Transfers

ended June 30, 2026

Unconditional Transfers

GoK Counter Part funding r2,200,000

Transfers fr om Development
partners 32,309,300

Ot her unc onditi on al tr arufer s
(Specifv)

Total Unconditional Transfers (a) 44,509J00

Kshs Kshs Kshs

12,200,000
GOK Funding 12,200,000

32,309,300
World bank 32,309,300

Development Partner 2

44,509,300
44,509,300Subtotal

L4

FY

KSlrs

Nanre of Thc Eotily Transl'crring

. Arn0u n t

rccognizcd [o
Stntcnrent of

Financial
per'[ornrancc

Anlount
defe rrcd

undc r
d e fe rred
irtcome.

t'Y 2025t2A26
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7. Use ofGoods and Services

Utilities, supplies and services

6,415Bank charges

864,600Domestic travel and subsistence

1,991,379Fuel and lubricants

General o{fice supplies

628,945Power re-routing

550,000Stake holders engagement

3,597,800Municipaliry operations

630,000Intergrated Development
Plan(IDEP)

Training payments

Capacity Building
2,852,200Strategic Plan

Citizen For a@ublic Participation)

850,000
Developmen t Stratery(CUIDS)
County Urban Intergrated

Climtetusk
840,000Project pipeline

26,466Tax

1,503,000Municipal Board allowances

3,099,052Proj ect affected persons

Compensation(PAPS)

388,190Routine maintenance - vehicles and

other transport equiPment

42,949,821Total

I5

400,000

10,018,974

6,109,200

2,171,800

6,421,800
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8. Depreciation and Amortization expense

9. Cash and Cash Equivalents

Project Bank Accounts

Disclosure
i. Refers to opening balance of KSHS.136231 from the previous year

Property, Plant and Equipment 216,450

Intangible Assets

Right of Use Assets

Others specif,

Total 216,450

Cash in Bank 135710

Cash on hand 0

Others (Specify) 0

Total Cash and Cash Equivalents 135,710

Local Currency Accounts

Credit Bank [A/c No.0l7 l0 I 8000044] 124879

Family Bank A/c N0.063000077331 1083 l
Others (specify) 0

Total local currency balances t3lzl_o
Total bank account balances | 3571 0

t6

Dr*criptltiir trYt2ozSt2r$,6

l(shs

Descriptiou
Fyt2021nt26

Kshs

Details FYl202sl2026

Kshs
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Notes to the financial statements

l0.Property, Plant and Equipment

2026

As At lJuly 2025

1,560,000 1,560,000

Disposals

l,560,000 1,560,000As et 30'r June (2026)

Depreciation & Impairment

00 0
00Rate

At 1 July 2025

216,450 216,450Depreciation

216,450 216,450As at 30rh h* 2026

1J43,550 1,343,550Net Book Vrluc 6s rt 30ft June

t7

,Totnl
li rr nr it rr rc

,. tnrl :

, lit(in,ls:

lrr fltr,( rr rc (tt rc
Asscts

l\Jotor'
.r, c lr iclesLarttl lI u ild in gs

Kshs, KSlls
'l( 

r;h:;Kslii KshslishiKslr:i

Additions

Et-
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Notes to the financial statements

1 l.Cash Generated from Operations

Special Deposit Accounts

The balances in the Project's Special Deposit Account(s) as of 30th June 2026 are not included in the

Statement of Financial Assets since the line items are yet to be drawn into the Exchequer Account as a
voted provision.

Below is the Special Deposit Account (SDA) movement schedule, which shows the flow of funds voted in
the year. These funds have been reported as loans/grants received in the year under the Statement of
Receipts and Payments.

Surplus/Deficit for the year 1J43,029

Adjusted for:
216,450Depreciation

Gains and losses on disposal of assets

1,559,479Working capital adjustments

Increase/Decrease in inventory

Increase/Decrease in receivables

Increase /Decrease in payables

1,559,479
Net cash flow from operating
activities

18

l)oscription
FY 21t2512tJ26

'Kshs
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Notes to the financial statements

l0.Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs

(i) A/C Name Family bank [A/c N0.063000077331

0Opening balance

32,309,300Total amount deposited in the account

32.298.469Total amount withdrawn

xl8,1rClosing balance (as per SDA bank account reconciliation
attached)

(ii) A/c Name Credit Bank[A./c No'O171018000044

t36,231Opening balance (as per the SDA reconciliation)

16,000,000Total amount deposited in the account

Total amount withdrawn

n4N9Closing balance (as per SDA bank account reconciliation
attached)

l9

Soecial Denosit Accounts Movement Schedule

Kshs

16.011.352
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13. Annexes

Annex 1: Prior Year Auditor-Generalts Recommendations

Guidance Notes:

Name

Chief Officer -Sarafin Mutwiri

I
2

3

4

Use the same reference numbers as contained in the extemal audit report;
Obtain the "lssue/Observation" and "management comments", required above, from final extemal
audit report that is signed by Management;
Before approving the report, discuss the timeframe with the appointed Focal Point persons within
your entity responsible for implementation of each issue;

Indicate the status of "Resolved" or 'Not Resolved" by the date of submitting this report to
National Treasury

Nanr e

Project Coordinator-Elizabeth Wanjiru

This Is The First Year Of Reporting, There Exist No Prior Year Audit Recommendations

20

Refercnce No.
on the
external uudit
Rcport

Issue / 0bscrvntions from
Auditor

M a n:rgcnr cn t
cont m en ts

Statusr
(llesolved / Not
Resolved)

Tirncframc:
(Pul a dote
when lou
expect the
iss ue lo be
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Annex 2: Reconciliation of inter-entity transfers

The above amounts have been communicated to and reconciled with the Parent Ministry/ State Departrnent

Project Coordinator Head of Accounting Unit

Elizabeth Wanj
Chief Offrcer Department of
LHPPP and UD-Sarafin Mutwiri

Sign

a

Government Counterpart
funding

Indicate the2025126 to which the
amounts relate

Amount
(Kshs)

Bank Statement
Date

16,000,0002210712025

16,000,000Total

B Urban Institutional Grant
(UIG)

Indicate the2025126 to which the
amounts relate

Amount
(Kshs)

Bank Staternent
Date

32,309,30028t0712025

32,309.300Total

C
Others

Indicate the2025126 to which the
amounts relate

Amount
(Kshs)

Bank Statement
Date

0

0

Total

48,309,300
Total
(A+B+C)

2t

sig.,--$-.---

l)roicct Nante:
Ilrcak down of transfcrs from the Strtte Dcpartmcnt of Lu ncls llousing Plryscrrl Plnnning,Public

worls and Urban
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Land

Transport equipment

Office equipment, fumiture and

fittings
1,560,000ICT Equipment

Machinery and Equipment

Biological assets

Infrastructure Assets- Roads,
Rails
Heritage and cultural assets

lntangible assets

Work in Progress

1,560,000Total

'\',

Annex 3: Fixed Asset Register

As class

Historical
Cost b/f
(l(shs)

l'r'tryious
Yt'itr

Adtlitions
l:during

.thc ycar
(l(slis)

Disposals
iluring the
,', ycAr ', 

,

(l(slis ' I

:l'r'a risl'crs

,in/(out)
during tlrr:

'ycllr

II istorica I

Cost cif
(l(shs)

Cu rt'c,ttt Ytrar

Buildings and structures
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Annex 4: Other Support Documents

i.Signed confirmations from beneficiaries in Transfers to Other Govemment Entities

ii.Bank Reconciliations statement as at 3Oth huie2026

iii.Board of Survey Report

iv.Special Deposit Account(s) reconciliation statement(s)

23



ft'n
I a rlrotfrpor'(1, r:c, rr,!;.rtt ln B, tt --'(l'{i7rl
P\a(-dt r r'c. nr nntcnte.r

rlrilitic,r)ns rPt,{ ir

riattyd.^ Mui,iiti
-loS?nlr-tG'l)Au.ua,*
Tqvic ^ ?*taqiiW",Wb,[ri,r,t

,*--.-- --,.. Cr t,sP us,., {I::t',lh ant. ces,(
Qwl gL

,.,,,..iHfi r11 ff"g".,.,*"
Daiy,ln,

'"" 
iviQl'i,isef"" "

::co ry$44ra1n ,..

rnd tho l"rilbt,vir.rn t.o.:l turr

l\utco

. - Sitycr

Copp.s,1; . ,

Cotlt t;n Jraircl

Ba r)k B Iit nar

(/.rrt.:,) on l:hc,,..,.,, '""""',, ;IU,,',,,.ir...

l)J,_1':l cuJ i,-..

fih.,...,.........,,..

,:it I,

,Sit,,,,,,,,,,,,,,,,,,.,,,

1,1h, ......,....,,.,,,.,.

l,
hJr

Ni
,il

l

I
I

(lhoquls (,(,r .f)(;.t. (,ilt0.il, cru ts.u(rlr:) rJ,,t

,l
Ii vras obtel.i.r.rd (lu/.t oh(:(luoe anrnuntlrrg to Sh

hcc bacji on )roncl f(I!. r.r.ror.o [trer) 1.4 (lll),g priol.t(] t)

(1tr,.,.

rc dn(c oi thc ,tl.u'ycy

I'lte coslt, cc/ttclutu irf .]Jast Alt'icrurt ctrlrcrtr.ly lni ,loo, u()l uontoin,rrny rlurn4not-lucrl coin
ot rr oloi,

'ltc ()lsh llo0k rojlor:l,rlrl tlrc jbllowirrg balunrres rrl) n! thc r,;hso oJ, bu,einels rin lllo2^
,.,......*tF*..,.,,.,,......,,....,t.*n,n* ;:0,....i?A.,

,t;h *ti t

Tho IJa J( Cati Li trtv'!,|t, (if Oslanoc; ,|Orii:C u sliln of Slr.,, t0

tc) s3 ,t

_. lQ_ga_\_-_ _
9,7" I

rsi .J.9.,:s.3-1. ., "r,
dD .,

;!ir,.,.-.,..

.,,..,,,.c tu
ut)

.....,,rrrnlh\o the cIeCJ[ 0f l,l!: ar\/.joll]tt o

l.irt iu. II?ur li: It,rcr) rr,t:;i lir.tlou 3ta tor ,C),.30) ntiuqhod

.,'?,0":'-"-"
,-t .,.-"1llC Ctt'l.cfonu{) I7'?..!,

,:(.sn tlik.fignro arrC f.ito .(),rttk ijelr.u<.0 rri uhown h1' tl;o (llt*li Dpoic

^ li.uctirUntod fo

}"r hL,.rA;yr"n
-lasn+. Mrr, i{Li

F
':ii'i '

.1:,

CvAP

"i,

d
.-S'o otfh1it

11

Prtl,.((.lv1v/^r'.ar
0WC" . A,At,k7 C)iaiinihn

-{,?-tntr fO"4-'kttCn:;:Wk-i+

.,.') :tc l/

rnlerr"of lltc lJoard

i6,

Crtsp4
4s,

q

nt..,





Eir-m,ilvsa;t

RE: CERTIFICATE OF BANK BALANCE

Find below account balances for MERU COUNTY URBAN INSTITUTIONAL GRANT
(UIG) account held at Family Bank as at 30th June 2026.

Yours Faithfully,

Family Bank Ltd. Head Office, Family Bank Towers.
P.O. Box 74145 - 00200 Nairobi.Muindi Mbingu Street

Tel: 020 325 2000, Cell: + 254 703 095 000

Email: info@familybank.co.ke. www.familybank.co.ke

ACCOUNT
NUMBER

BALANCE AS
AT 3OTH JUNE

2026
I MERU COUNTY URBAN

INSTITUTIONAL GRANT (UIG)
ACCOUNT

063000077331 10,83 1 .00

Authorized Siglraton,

w

ACCOUNT NAME





,t

REPUBLIC OI'KENYA
MERU COUNTY GOVERNMENT URBAN INSTITUTIONAL GRANT

BANK RECONCILIATION STATEMENT
AS AT 3OTH JUNE. 2026

FAMILY BANK A/C NO. 06300007733I

Bank Balancc as pcr Cash Book

F.O. 30

r(sh.

10,83 L00

r0,83 1.00

Adtl
a) Paymcnts in Cash Book not yct rccordcd in Bank Statcntcnt

(Unpresented Cheques)

b) Receipts in Bank Statemcnt not yet recorded in Cash Book

Les,t

c) Peynrcnts in Bank Statclnent not yet recordcd in Cash Book
d) Rcccipts in Cash Book not yct rccordcd in Bank Statcnrent

Balancc as per Bank Ccrtiticarc

ment in cash book not ct recordcd in banl< stotement resentcd Che ues
a Pn n

b) Recei in Bank Statement not et recorded in Cash Book

Pa ments in Bank Statement not et recorded in Cash Bookc

d) Receipts in Cash Book not et recorded in Bank Statement

Preparcd by:

llcvicrved b;,

Approved by
&fr#$.Wrf ii,,t;,;::;r"
. .JY!&f:r c€., 4.,t4,7}r:-.1. &J.. S i gnaru rc 5.

Date.

.Datc

,. Date

tgff{EE'k-*4
:g-\.a\.i{..r-.(.... ....

Date Pa PV No lm No Comments Amount

Total

llliM

Date Recelved from Comments Amount

5u b-Total

@

No D ate Payee Noc Comments Amount

il!?IFI

No Date Pa ee Noch Comments Amount

FltIiiE[

No.
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AS ?lT J0 JI'NE 2026

REPUBLIC OF KENYA
ITIERU COUNTY bOVERNMENT

0ANK nECONCtLtATION Sl.ATEMENI. (KUSP CO-TUNDTNC a//C)

cREDr[ OANK 1000t ]270J

Brnl BrlArc. rs par Cuh Book 197 798.80

!) Pryrncnrr in Crlh Book nor ycr rccordcd in Brnk Surctn.Dr
(UDpr!!cntcd Ch.qu.i)

U) Rccciptr in Brl|t St.rcnlcnt not yrt r&ord.d in C.rh Bool

c) Prylncnrr in Benk Stntcnrc t not yct rccordcd ir Cesh Book
d) Rcccitx! in Cirh Boot rot yct rccordcd iD Br,rk ShtcDlcllt

Bihlc! tt 1xr Bsrrl Ccnilicatc

in .r.hbool nol rccord!d ln bnnk lrn

TOTALS

Dai! Chq r,,lo Com.n!ntt

NO

5ub-Tot.l

t5 In Eanl Sttt!mlnt rlcord!d In C.ih 8ool(

a) P.y.nanu in Brnl 5t.trm rccorded ln C.rh
0ete Chq No Commantt

!'Aut'25 JOHN (ENNEDY OI(IOMA 185 LHPPXUSIP _ ,r,000.00
Brnl chrrt.t

575.00

t45.00
5ub Tor.l 1 920.00

F.O.30

t

Sltn

ln Cath EooI oot yat altordld ln BanI Statamant

Date

p."D.,"d r,y,.llL\),*a....'Vol Lr.f.u!,r,"u,..

0.",",,., 0,,1.1h ft-rl R, vrJ-,.*,,*,."

a ppro,ca uy;$Lr:: r{".. fiP.Hri,,, 
" Ailol h-%

.",."..3o-fG.l

.,",...#-/q6 t
0nrc

12,920.00

124.878.80

o.t! Chq t{o

Oatr Chq No Commcntr

Sub.Tolal
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