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2. Project Information and Overall Performance

2.t Name and registered office

Name

The project's official name is Kenya Urban Support Program II (KUSP ll)

Objective

The project's key objective is to foster sustainable urban development and strengthen

municipal governance in Kenya by addressing the rapid urbanization challenges facing Kenya's

nrunicipalities and ensuring well-planned, resilient, and economically vibrant cities. More

specifically, it aims at strengthening the capacity of urban institutions to deliver resilient

infrastructure and inclusive services, fostering sustainable urban development across Kenya.

Address

The project headquarters offrces are at the Departn'rent of Lands, Housing, and Urban

Development, Marsabit Headquarters, Marsabit County, Kenya.

Contacts: The following are the project contacts

P.O. Box: 384-60500, Marsatrit

Telephone: (25 4) 7 265 6083 6

E-mail: bgababo@gmail.com

Website: marsabit.go.ke

The project also has an office at:

. Marsabit Municipal Office
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Project information and overall performance (continued)

2.2 Projectlnformation

2.3 Project Overview

Project Start Date 1-7-2023

Project End Date 30-06-2028

Municipal Manager Mr. Boru Golicha Gababo

Project Development Partner: World Bank Group

State Departrnent of Lands, Energy, and Urban DevelopmentLine ministry or state

departments/county

department

7349-KEProject number

The strategic goals of the project are as follows:

i. Srengthening institutional capacities in

rnunicipalities to enhance governance,

transparency, and efficient service delivery

ii. Facilitatingpublic-privatepartnerships (PPPs)

to boost urban service provision and economic

development

iii. Promoting sustainable urban infrastructure

that supports econonric growth and

environmental sustainability

iv. Supporting data{riven urban planning and

resilience strategies to improve disaster risk

preparedness and cliurate adaptation

v. Enhancing the inclusion of vulnerable and

nrarginalized groups, including refugee-

Strategic goals of the project

tv
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hosting communities, into urban development

frameworks

Summary of Project

Strategies for achievement of
strategic goals

The project management aims to achieve the goals through

the following means:

i. Strengthened Institutions for Urban Service Delivery

Integrated Planning for lnclusive and Resilient Urban

Areas

Inclusive and Resilient Urban Infrastructure and

Services

Enhanced/Improved Private Sector Engagement

Window for Host and Refugee Community (WHR)

ll

lll

IV

Other important background

information of the project

The project aims to strengthen urban governance, enhance

infrastructure, and promote resilience in 79 municipalities

across 45 counties in Kenya

Areas that the project was

fonned to intervene in

The project was fomred to intervene in the following
problems/gaps:

i. The rapid urbanization challenges facing Kenya's

rnunicipalities

ii. Gaps in rnunicipal governance, transparency, and

selvice delivery effi ciency

iii. Underdeveloped/insufficient urban infrastructure

needed to suppoft econonric growth

iv. Weak disaster risk preparedness and clirnate

resilience in urban planning

v. Exclusion of vulnerable and rnarginalized groups,

includ ing refugee-hosting comnrunities, frorn urban

development processes
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Limited private sector participation in urban service

provision

vl.

lst July 2023 and is expected to run until 30 June 2028)t durationProje
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the project:

(i) Kenya Commercial Bank

Marsabit Branch

2.5 Independent Auditor

The project is audited by the Office of the Auditor General, Nairobi, Kenya

2.6 Roles and Responsibilities

) Provides policy and

political leadership

F Ensures alignment

with county Gov't

priorities

) Bachelor ofEducation

F Master's Degree in Education

Ms

Galmo

Grace CECMI

F Provides technical

administrative support

F Coordinates

implementation ol'

policies

F Facilitates resource

and technical linkages

with County Covt.

) Bachelor of Cooperative

Business Management

F It4BA-Strategic Management

MrGalm G

Rogicha

Chief

Officer

2

F Provide strategic

Leadership

ts Oversight role

D Bachelor of Education

D Diplorna in Education

Mr Adan Wario Board

Chairperson

F Chiefadministrator) Master's Degree in Strategic

Management

Municipality

Manager

J BoruMr.

Golicha

\/tt
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D Bachelor of Science

Community Development

ltl F Day-to-day

management

) Implementation

Board decisions

4 CPA Katello

Diba

Principal

Accountant

> MBA (Finance &

Accounting), Ritsumeikan

University, Japan

University of Nairobi.

> CPA(K) & ICPAK Member

D Fund management &

control

) Budget

implementation

support

D Financial reporting

F Compliance & intemal

control

P Records &.

Documentation

11 Funding summary

The Project is for a duration of 6 years from2023124to202712028 with an approved budget

of US$ 249,493. Equivalent to Kshs 32,309,300, as highlighted in the table below:

\illl
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Project information and overatl performance (continued)

Below is the funding summary:

A. Source ofFunds

The cumulative amount received from the development partner to date excludes the amount that is held in the designated account.

(i) Grant

32,309,30032,309,300Kenya Urban Support Program Il

Insert name of development partner

(iD Loan

Insert name of development partner

lnsert name of development partner

(iii) Counterpartfunds

Covernment of Kenya

32,309,30032,309,300Total

lx
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Project information and overall performance (continued)

B. Application of Funds

G rnnt
32J09J0032J09,300Kenya Urban Support Pro$am II

Loan

Counterpart funds

Covernment of Ken
32,309J0032,309,300Tota I

x

-+--

( -tu'

Dcvelopntcnl
h risKshsArlr

( I]')(A'.)

Dcvclopntent

t In utiliserl bularrce to (ld tt
(30th June 2026)

(lunrulatirc itnrount paid to dutc
t-1(l'r'.runc 202 (r)
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.l tr nc 2 02(r )

l)er elopmcnt
Pnrlnt'r

currcnc!'
(B)

l'a rtn o r
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G)

Pa rtncr
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Project information and overall performance (continued)

2.8 Summary of Overall Proiect Performance:

Under this initiative, we undertook several critical projects to improve the urban experience for

our residents. We benefited from a World Bank fund through the Kenya Urban Support

Programme for the three years running. In the previous years, we undertook a multifaceted project

that encompassed the laying of cabros within the bus parks that adds beauty to the town and serves

as a source of revenue frorn parking charges. The installation of street lights was a significant

milestone, enabling extended business hours and enhancing security within our municipality. The

Boda Boda shade project brought much-needed order to our streets, fostering safer and more

organized transportation services. Furthermore, strategically locating public toilets has not only

improved commuters' work environment but also reflects our commitment to enhancing overall

urban hygiene and sanitation. The total project was awarded at KES 32J09,300; however, the

board, in its wisdom, used the reserves ofthe resource to undertake the critical projects.

xl
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Drainage workwith SAKU CBD:

Marsabit County headquarters, which doubles as the municipal center, is geographically located

at the foot of Marsabit Mountain; therefore, the run-off water finds its way into the town, causing

a lot ofhavoc, destruction, and damage. Every season, a

multisectoral team is constituted and brings their heads

together for a technical intervention as well as

humanitarian assistance to the affected families and

business communities. This exercise is repetitive and

expensive; therefore, the board found it fit to engage a

contractor to do a massive unclogging ofthe drainage and

cleaning of all the waterways. This exercise met its

objective by averting

the loouring damage

and saved the people's lives and properties. Further, the 3.6

million contracts offered casual work for people who otherwise

would have gone without a basic need or who may engage in

unlawful means of survival bordering criminality. The main

beneficiaries are wolnen and children who are genera[[y

vulnerable in society.

The project also involved a bush-clearing exercise which was

done around the business center; this ensured ambiance and sanitation for favour business

environment and maintained the status of a rrcgional econonric hub.

Ctogging of the drainage is the nrain problern the rlunicipality handles before and after every rainy

season. T[e town is located on the slopes of Marsabit Mountain, where all the run off waters flow

in to the town, causing a lot of damage to people's homesteads and their propedy. The situation is

worseled by destructive hurnan activities that involve settling on the hills, deforestation/

destroying the vegetation cover, seftling on tlre water ways, and unplanned settlernents. Besides

alI these negative practices, out of hurnan nature, the cornruunities place blame on the authorities

xtt
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in case of adversities. The matter has received a lot of publicity and concem from the media,

county and the national government, just as it is at the national forums. It was so heavy that the

contractor had to use heavy machinery to clear the totally blocked culverts and open up the old

and create new drainage to ensure the flow of water.

Installation of Road Furniture on Access Roads Within Saku CBD

Marsabit town benefited from the CSR project bom out

of the tarmacking of Merille- Marsabit highwy where

the feeder roads within the central business were

tarmacked to a bitumen standard. However, this worthy

service left an open drainage that caused inconvenience

to pedestrians; the drainage was covered three years ago

to the relief of general road users. Further, the county

government of Marsabit, through the municipality, laid

cabros in high-bus iness-density areas as well as at the

parking areas. To enhance the safety of pedestrians,

especially around schools and bus stages, the nranagement of Marsabit found it worthwhile to erect

directional signages and road markings to avert the common road accidents and obstructiorr that

have been worsened by the number of motor vehicles and motorbikes. This effort lras reduced the

accident cases and enhanced safety on the part ofthe road users to the admiratiorr ofthe populace.

The sum total of the awarded contract 4.8 nrillion strillings, which included bush clearing arrd

marking of the roads, as shown in the pictures below
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Bus Stage and Park Development

- The construction ofa Bus Stage and Park was

a vital project designed to instill order and

generate revenue for our municipality. This

strategic facility not only serves as a

transportation lrub but also offers

opportunities for revenue generation,

contributing to our financial stability.
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Revenue Generation and Challenges

Marsabit Municipality generates revenue from different streams, including single business permits

and land rates. In the 2024-2025 fiscal year, we encountered challenges in revenue collection. We

collected a total of KES 10,417,197, falling short of our KES 15,000,000 target. Although there

was slight improvement from last year's collection of KES 8,897,545, there is a need for

deliberate effort in terms of facilitation to ensure maximum collections. The deficit was

exacerbated by a life-threatening famine, a long recovery period from the previous conflict,

minimal support and facilitation, as well as lack of 1007o automation of the collection. Despite

these hurdles, we remain committed to optimizing our revenue collection processes.

Fire Marshal Initiative

I

To enhance safety and emergency response, we successfully established a team of l5 trained arrd

a fully equipped fire engine. This initiative bolsters our capacity to respond swiftly and effectively

to fire emergencies within the nrunicipality. We desire that the fire station witl be fully functional

slrortly to offer 24-hour service.

Renovation of municipal oflice

Marsabit Municipality inherited au old offrrce block that houses the district veterinary office. In the

pr.evious system of governance, the buitding was dilapidated to tlte extent that tlre couditiou u,as

xv
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condemned by the National Environmental Management Authority, mainly for asbestos roofing

that is unfit for occupation. In order to enhance a safe working environment for the staffand clients,

it was recommended that progressive renovation to be done over the years due to financial

constraints. For this reason, the board allocated and awarded a sum of KSh 4,203,573 for the

painting, renovation, replacement of locks, broken windows, among other renovation work. This

has enhanced staff safety, morale, and dignity in its working areas.

Waste Menagement and Policy Framework

In the realm of waste management, Marsabit Municipatity nrade significant strides. We collected

and disposed of a total of 2l,900 tonnes of waste over the fiscal year, with a daity collection rate

of 60 tonnes. To reinforce our commitment to responsible waste management, we developed a

comprelrensive waste manageruent poticy and bill. Notably, we transitioned from eruploying solid

waste management casuals to contracting a private solid waste management colllpany, optimizing

efficiency.

Market Management and Policy Developnrent

The Saku Modern Market has experienced remarkable progress, with occupancy rates increasing

to 7 8%o of the total 495 stalls. This achieveurent reflects our commitment to supporti[rg local

businesses and fostering econonric growth. We are currently in the process of fomrulating a market

rnanagement policy to guide our market-related activities.

xvt
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Future Objectives and Priorities

Moving forward, we are committed to addressing key priorities, including the full functionality of

Marsabit Fire Station and the finalization of the Waste Management Policy. Infrastructure

development will continue to be a focal point of our efforts. Moreover, we are actively engaged in

the development of a spatial plan for the entire county, atigning with regulatory requirements.

x\/tt

Future Outlook

Despite these challenges, the Marsabit Municipality Board remains resolute in its commitment to

achieving the highest standards ofservice delivery and municipal governance. Looking ahead, we

envision a promising future characterized by several key aspirations.

l. The comprehensive handover of all l5 functions to the municipality, accompanied by full

and independent funding, thereby liberating our operations from county coffers'

2. The formulation and implementation of essential policies designed to foster the smooth and

effective operation of the municipality, ensuring that our activities are govemed by a robust

regulatory framework.

3. The transformation of our municipality into a fully functional, fully furded, and wholly

independent entity, capable of self-sustainability without reliance on external financial

sources.

4. Enhanced Collaboration and Commurrity Engagement. We recognize the importance of

forging strong partnerships with civil society, the private sector, conlnlunity-based

organizations, and the Chamber of Commerce. Our goal is to hamess collective efforts for

the bettemrent of our nrunicipality and its residents. Strengthened collaboration will drive

socio-economic growth and prornote strategic investments within our jurisdiction.

5. Infrastructure Developrnent and Modernization. We remain cournritted to enhancing our

municipality's infrastructure. This includes ongoing efforts to expand the Bakuli dam,

ensuring a reliable water supply. Additionally, the establishment of social parks will offer

residents recreational spaces while fostering a closer connection u,ith the environtnent.

6. Responsive and Efficient Emergency Services. The establishnrent of a modertr fire station,

equipped rvith state-of{he-art firefighting equipment, is well underway. This endeavor will

empower us to respond rapidly to fire emergencies, bolstering our eurergency preparedness

and disaster lnanagement capabilities.
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7. Continuous Learning and Capacity Building. To tackle challenges effectively, we prioritize

ongoing leaming and capacity building for our workforce. This commitment extends to our

new Chief Officers, ensuring that they integrate seamlessly into our management structure,

ultimately promoting optimal municipal performance.

8. Sustainable Waste Management. We recognize that waste management is a pressing issue.

Efforts to educate our residents on good hygiene and waste disposal practices are underway.

Promoting a shift in attitudes and behaviors is essential for achieving a cleaner and healthier

municipality.

As we reflect on these achievements, we acknowledge that they would not have been possible

without the dedication, hard work, and collaborative spirit of our entire team, the Board, and the

support of our community. These successes inspire us to aim higher, working tirelessly to elevate

the Municipality of Marsabit to even greater heights.

We remain commifted to serving our residents with excellence and to creating a municipality that

is not only sustainable but also an exatnple of progress and prosperity.

Finalty, the municipality is gaining more trust and supporters who champion its full autonomy,

independent ofthe department, to raise, budget, and utilize its own self-generated resources.

xvltI
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2.9 Summary of Project Compliance:

The project did not record any cases of non-compliance with the PFM Act 2012, Treasury circulars

on project investment management, Kenya Vision 2030 flagship project requirements, or the

Financing Agreement/covenants, and it affirms that it maintained compliance with World Bank

frduciary requirements and Government of Kenya financial management regulations throughout

the period; the only compliance-adjacent issue was the delayed and untimely flow of funds, which

could suggest a departure from the disbursement and cash-flow provisions expected under the

Annual Work Plan and Budget (AWP&B) and Financing Agreement, though this was not

explicitly characterized as non-compliance. Conespondingly, no consequences of non-compliance

such as disallowed expenditure, suspension of disbursernents, audit qualifications, or covenant

breach notices were reported in the project audit report during the year; the fund-flow delays

instead produced operational rather than regulatory consequences, namely the postponement or

rescheduling of some planned interventions and a slower pace of procurement, field activities, and

irnplementation. To manage this, the project adhered to general financial-management controls,

including optimizing the use of available resources, maintenance of intemal controls, approval

procedures, documentation requirements, and verification processes for financial transactions,

regular budget monitoring, expenditure reviews, and account reconciliations, and tirnely

preparation and submission of financial repofts to suppolt lnanagelnent decision-making.

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

On providing quality physical infrastructure, the IDeP identifies transportation, roads,

stormwater drainage, water and sanitation, electricity, and public facilities as priority areas needing

intervention, given that the municipality has a poorly developed road network with only a small

portion tarmacked, inadequate stormwater drainage channels, insufficient high-mast floodlights,

and inadequate pedestrian walkways. To address these gaps, the plan sets out strategies such as

progressive upgrading of urban roads to bitumen standard, construction of closed drainage

channels within urban centers, installation of adequate street lights and high-mast floodlights, and

provision of designated bus/matatu termini with support infrastructure, to be implemented in

partnership with actors including the Municipal Board of Marsabit, KURA, KeRRA, KeNHA, and

development partners such as the World Bank.

On urban planning, the IDeP's stated purpose is to provide an overall integrated framework for

the municipality's urban growth and a basis for coordinated prograrnming of projects and budgets,

with specific objectives including defining a vision for future growth, management, governance,

and development; setting regulations, standards, and guidelines for development control; and

conducting pafticipatory planning exercises to identify citizens' priorities. In practice, this

translates into strategies such as the preparation ofa municipal spatial plan, local physical and land

use development plans, and a comprehensive development control policy since the municipality

currently lacks a municipat spatial plan and has no development control policy in place.

On urban gover.nance and administration, the [DeP's overarching objectives are to provide for

efficient and accountable management of the affairs of the rnunicipality and to provide a

governance urecha.nism that enables inhabitants to participate in deterrnining the social services

and regulatory frarnework that best satisfies their needs, verify whether public resources are

utilized to their satisfaction, and enjoy efficiency in service delivery. To achieve this, the plan

proposes strengthening the municipal board through adequate office accomrnodation, recruitment

and training of dedicated staff, development of a service chafter and code of conduct, structured

engagelnent fiamervorks with stakeholders, and adoption of ICT in governance and nranagement,

addressing the plan's own acknowledgment that the nrunicipality lacks operational governance and

nranagenlent structure to perform its nrandate effectively since most municipal functions are still

carried out by county government departlnellts.

xx
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Introduction

Section 8l(2X0 / Section 164 (2)(f) 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 ofthe project's agreement/plan are to:

i. lmprove the delivery and resilience of urban infrastructure and services, i.e.,

improve the delivery and resilience of urban infrastructure and services.

ii. Enhance private sector engagement in urban planning: Enhance private sector

engagement in urban planning.

iii. Support the transition of refugee camps into integrated settlements. Support the

transition of refugee camps into integrated host communities and refugee settlements.

Progress on the attainment of strategic development objectives

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

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

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

identified to track progress and performance.

xxl



County Government of Morsobit
Kenya Urbon Support Progrom II (KUSP ID
Annual Repo rt and Finoncial Stotements for lhe financiol yeo

Below, we provide the progress on attaining the stated objectives

r ended June 30, 2026

We reduced

environmental pollution

levels by l0%,

increased waste

recycling rates by 20%o,

and achieved 95%

compliance with waste

disposal regulations,

contributing to a cleaner

and greener

mun icipality.

Reduction in

environmental pollution

Ievels, waste recycling

rates, and waste disposal

compliance.

Reduced environmental

impact, improved waste

disposal, and cleaner

surroundings.

To promote

environmental

sustainability and

effective waste

management practices.

Environ men tal

Managemen t

Waste Disposal

and

All infrastructure

projects initiated and

completed on schedule,

solar lights were

installed at the bus stage,

and urban amenities

were significantly

improved, leading to a

Completion of

infrastructure projects,

installation of solar

lights, and improved

urban amenities.

To enhance the urban

infrastructure and

improve the overall

urban experience for

residents.

Infrastructure

Public Works

and

xxll

PcrformancclntlicntorO u tcorncObjcctivtProjccl

Successful initiation and

completion of critical

infrastructure projects

under the Kenya Urban

Support Programme,

including the

construction of a bus

park, a Boda Boda
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shade, and a strategicallY

located public toilet.

Renovation ofthe office

block, drainage opening,

and installation of road

fumiture on the access

road.

better quality of life for

residents.

Effective Board

Com mittees

To ensure efficient

governance and

decision-making

processes within the

Municipality

Well-equipped and

experienced Board

Committees that execute

their roles diligently,

contributing to effective

governance

Capacity-building

initiatives for Board

Committees and their

active participation in

Municipality affairs.

Successful capacity-

building initiatives

resulting in well-

prepared Board

Committees that actively

contribute to efficient

govemance and

decision-making

processes.

Public Safety

Enforcement

and To ensure the safety and

security of residents and

enforce municipal

regulations

Enhanced public safety,

reduced crime rates, and

greater adherence to

municipal bylaws.

Reduction in crime rates,

response time to

emergency calls,

We recorded a I 2olo

reduction in crime rates,

improved our response

time to emergency calls
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percentage of bYlaw

violations addressed.

by 25%, and addressed

90% ofreported bYlaw

violations promptly

Public Services

En hancement

To enhance the deliverY

of public services to

residents and businesses.

Improved access to

essential public

services, increased

resident satisfaction,

and enhanced business

operations within the

mun icipality.

Response time to

service requests,

resident satisfaction

survey results, and

percentage increase in

business licenses issued

Our response time to

service requests

improved by 20%,

resident satisfaction

survey results showed a

1 57o increase in overall

satisfaction, and we

issued 30% more

business licenses

compared to the

previous year.
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4. Environmental and Sustainability Reporting

As the principal goveming body responsible for the welfare and progress of the Marsabit

Municipality, our primary mandate rests upon ensuring the well-being and satisfaction of our

residents. At the heart of our governance lies a deep commitment to sustainability, recognizing it

as the cornerstone of our ability to provide essential services and maintain the quality of life for

our citizens over the long term. Sustainability, in our context, extends far beyond environmental

considerations; it encompasses the comprehensive and judicious management of resources, both

natural and financial, to secure the municipality's viability and growth. In this introductory

paragraph, we delve into our strategy on sustainability, delving into our deliberate efforts to align

with international best practices, adapt to evolving political and macroeconomic landscapes, and

learn from both our key achievements and failures on th is crucial joumey. Our unwavering

dedication to sustainable governance remains resolute, as we steer the Marsabit Municipality

toward a future of enduring prosperity.

1. Sustainability strategy, risk management, and profile

As the principal goveming body responsible for the welfare and progress of the Marsabit

Municipality, our primary mandate rests upon ensuring the well-being and satisfaction of our

residents. At the heart of our governance Iies a deep conrrnitment to sustainability, recognizing it

as the comerstone of our abiliry to provide essential services and maintain the quality of life for

our citizens over the long term. Sustainability, in our context, extends far beyond environmental

considerations; it encompasses the comprehensive and judicious management of resources, both

natural and financial, to secure the rnunicipality's viability and growth. In this introductory

paragraph, we delve into our strategy on sustairrability, delving into our deliberate efforts to align

with ir.rternational best plactices, adapt to evolving political and ntacroeconomic landscapes, and

learn fronr both our key achievements and failures on tlris crucial joulney. Our unwavering

dedication to sustainable govemance remains resolute, as we steer the Marsabit Municipality

toward a future of enduring prosperity.

2. Environmcntal performance

Environmeutal Policy Statetnent

The Marsabit Municipality is comn-ritted to preserving and enhancing the natural euvironurent

while fulfilting its nrandate to provide essential services to the conrmunity. We acknowledge that

xx\/



County Government of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Repo rt and Finoncial Slalements for the financial year ended June 30, 2026

sustainable development requires responsible stewardship of our resources and minimizing our

environmental footprint. Our environmental policy guides our efforts in achieving this balance.

Evidence of the Policy

a.] Implementation of energy-efficient measures, such as the installation of solar lights in public

areas and municipal buildings, reducing our energy consumption and carbon footprint.

b.l In line with our urban planning, the Municipatity prioritizes sustainable infrastructure

development to reduce environmental impact, including efficient road networks and public

transport systems.

c.l A Waste Management Policy and Bill have been developed, emphasizing proper waste

disposal and recycling. We've also transitioned to a private solid waste management

company to improve efficiencY.

Successes

a. The installation of solar lights has significantty reduced our dependence on

conventional energy sources, resulting in reduced greenhouse gas emissions and energy

costs.

b. Our efforts in waste management led to the collection and disposal of 21,900 tons of

waste during the year, promoting cleaner and healthier urban areas.

Shortcomings

l. lnadequate funding remains a challenge for irnplementing all aspects of our environmental

policy effectivelY.

2. While we have made strides in waste management, we need to enhance our recycling

programs to further reduce waste sent to landfills.

xxvt

Efforts to manage biodiversity include

- Preservation of green spaces within the municipality'

- Collaboration with conservation organizations for urban biodiversity conservation.

- Integration of biodiversity considerations into urban planning'
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Waste management policy

The waste management policy focuses on waste reduction, proper disposal, and recycling, aiming

to minimize environmental impact.

Efforts to Reduce Environmental Impact of Products

l. Pubtic awareness campaigns promote responsible consumption, waste reduction, and

recycling among residents.

2. The municipality seeks suppliers and products with environmentally friendly attributes

when procuring goods and services.

3. We are committed to developing and maintaining green spaces within the urban area,

contributing to urban biodiversity and reducing the heat island effect.

4. Initiatives are underway to increase recycling collection points and educate residents about

the importance of recycling.

ln conclusion, our environmental policy underscores our commitnrent to sustainability, evidenced

by energy-efficient nreasures, sustainable infrastructure, and a waste management policy. While

we've achieved significant milestones, challenges such as funding and the need to improve

recycling persist. Our proactive biodiversity management efforts and sustainable procurement

practices atign with international best practices, ensuring our cornuritment to environmental

stewardship.

3. Employee welfare

The Marsabit Municipality is dedicated to upholding principles of transparency, faimess,

and inclusivity across all facets of our operations, including our hiring processes. Our

policies governing the hiring process are designed to ensure equal opportunities for all,

consider gender diversity, and engage stakeholders in key decisions. Additionalty, we are

comrnitted to continuously improving our hiring practices. Beyond recruitment, we

prioritize the growth and well-being of our ernployees through skill enhancement, robust

career management, performance appraisal, and reward systems. Moreover, the safety and

health of our workforce are paramount, and we adherc to the Occupational Safety and

I{ealth Act of 2007 (OSHA) to maintain a secure working environrnent. All our fire

marshals, enforcement officers, revenue clerks, and garbage collectors are adequately

trained and equipped with tlre best protective gear. This cornpreheusive approach reflects
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our commitment to sustainability and fostering a workplace that values and nurtures its

greatest asset-our people.

4. Marketplace practices -

a) Responsible supply chain and supplier retations -

Marsabit Municipality is committed to ethical supply chain practices. We establish

clear, fair, and transparent contracts with our suppliers, ensuring that all terms and

conditions are mutually agreed upon and adhered to. Payment practices are prompt

and in line with contractual agreements.

We value our relationships with suppliers and treat them with respect and fairness.

We encourage open communication, feedback, and collaboration to ensure that

both parties benefit from a mutually advantageous relationship. We are committed

to honouring our contractuat obllgations and addressing any disputes through fair

and transparent mechanisms.

b) Responsible ethical Practices

I ) Marsabit Municipality believes in fair competition and respects the rights of

competitors. We comply with alt relevant competition laws and regulations and do not

engage in any arrti-competitive practices, such as price-fixing, collusion, or

rnonopolistic behaviour. We cornpete solely based on merit, quality, and innovation,

prornoting a level playing field for all stakeholders.

2) Marsabit Municipatity maintains a strict anti-cotruption stance. We have implernented

comprehensive anti-corruption policies and protocols. All employees are required to

adhere to a code ofconduct that prohibits bribery, extortion, and other colTupt practices.

Regular training and awareness programs on anti-corruption are conducted to ensure

conlpliance across the organization'

3) We engage with politicat stakeholders transparently and ethically, ensuring that our

interactiols are in line with legat requirements and ethical standards. We do not

contribute to potitical campaigns or pafties to rllaintain neutrality and prevent undue

influence.
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c) Regulatory impact assessment

Crievance Redress Mechanism (CRM): The project operates a functional GRM,

giving local stakeholders and community members a formal channel to raise

concerns, seek clarifications, and resolve disputes transparently.

Data Privacy & Beneficiary Tracking: Comprehensive beneficiary management

databases ensure secure, ethical tracking of citizen data across all interventions.

xxlx
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5. CommunityEngagements

Marsabit Municipality's community engagement during the 202512026 financial year, most

notably through its Gender Inclusion and Participatory Framework, in January 2026. The

framework outlines community engagement and mobilization strategies, including sensitization

campaigns through open forums and town hall meetings, alongside peer-to-peer advocacy training

for youth and women leaders and the use of social media, WhatsApp, Facebook, and local radio

to reach wider audiences. It also emphasizes engagement with traditional and religious leaders,

including dialogue with elders and collaboration with churches and mosques to address cultural

norms around issues like FGM and child marriage. Key stakeholders identified for ongoing

engagement include local govemment authorities, community-based organizations, traditional

leaders, civil society, NGOs, and private sector players, with public awareness campaigns held bi-

annually and community forum feedback documented on the same schedule. Notably, this

framework is explicitly aligned with KUSP II gender mainstreaming performance requirements,

tying the engagement work directly to the KUSP II program. The municipality engaged the

community through a Grievances Register Log and a Private Sector Engagetnent Framework.
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5. Statement of Project Management Responsibilities

The Chief Officer for the County Department of Lands, Energy, and Urban Development and

the Municipal Manager are responsible for the preparation and presentation of the Project's

financial statements, which give a true and fair view of the state of affairs of the Project for

the financial year ended on June 30th,2026.

This responsibility includes (i) Maintaining adequate financial management arrangements

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

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

the financial position of the project, (iii) Desigrring, irnplementing, 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 Officer for the County Department of Lands, Energy and Urban Development and

the Municipal Manager accept responsibility for the project's financial statements, which have

been prepared on the Transitional /IPSAS Accrual Basis Method of Financial Reporting, using

appropriate accounting policies in accordance with lntenrational Public Sector Accounting

Standards.

The Chief Officer for the Departrnent of Lands, Errergy and Urban Development, and the

Municipal Manager are 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 30th,

2026, and of the Project's fir.rancial position as at that date. The Chief Officer for the

Department of Lands, Energy and Urban Developnrent and the Municipal Manager further

confirm the completeness of the accounting records nraiutained for the Project, which have

been relied upon in the preparation ofthe Project financial statements and the adequacy ofthe

s)/stellrs of intemal financial coutrol.

The Chief Offrcel for the County Covemnrent of Marsabit, Departnrent of Lands, Energy and

Urban Development and the Municipal Manager confirrrr that the Project has conrplied fully

with applicable Covernurent Regulations arrd the terrns of extenral financing covenarrts and

that Ploject funds received durirrg the fir"rancial year uuder audit were used for the eligible

purposes for which they rvete intended and were properly accounted for.
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Project financial statements were approved by the Chief Officer for the County

of Marsabit, Department of Lands, Energy and Urban Development, and the

Manager on l6th September,2026 and signed by:

Rolicha Golicha

Municipal Manager

Kenya

Chief
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REPORT OF THE AUDITOR-GENERAL ON KENYA URBAN SUPPORT PROGRAM II
(KUSP [) - PROJECT NUMBER 7349-KE FOR THE YEAR ENDED 30 JUNE, 2026 -
COUNTY GOVERNMENT OF MARSABIT

PREAMBLE

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 LaMulness and Effectiveness in 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 is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on LaMulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

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 Kenya Urban Support Program
ll (KUSP ll) - Project Number 7349-KE set out on pages 1 to 41, which comprise of the

Report o/ the Auditor-General on Kenya Urban Support Program II (KUSP Il) - Project Number 7j49-KE for the
year ended 30 June, 2026 - Counly Government of Marsabit

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



statement of financial position as at 30 June, 2026, and the statement of 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 lhe Constitution of Kenya and Section 35
of the Public Audit Act, Cap.4128.l 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 Kenya Urban Support Program ll (KUSP ll) - Project Number 7349-KE as at
30 June, 2026 and of its flnancial 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. P7349-KE dated 30 May, 2024 between the
lnternational Development Association and the Republic of Kenya, the Public Finance
Management Act, Cap.4124 and The National Treasury and Economic Planning Circular
No.3 of 14 April,2025.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Urban Support Program ll (KUSP ll)
- Project Number 7349-KE 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.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects actual receipts and
actual expenditure of Kshs.32,309,300 and Kshs.22,105,875 respectively resulting in an
under-utilization of Kshs.10,203,425 or 32o/o of lhe receipts.

ln the circumstances, the under-utilization affected the planned activities and may have
impacted negatively on service delivery to the residents of Marsabit County.

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

Report of the Auditor-General on Kenya Urban Support Program II (KUSP II) - Project Number 7349-KE for the
yeor ended j0 June, 2026 - County Government of Marsabit
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My opinion is not modified in respect of this matter.

Key Audit Matters



Other lnformation

Management is responsible for the Other lnformation set out on pages iii to xxxii which
comprise of the Project lnformation and Overall Performance, Statement of Performance
Against Project's Predetermined Objectives, Environmentaland 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 inconsistentwith the financial statements or my knowledge obtained in the audit
or othenarise 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, I am required to
report that fact. I have nothing to report in this regard.

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 USE OF PUBLIC
RESOURCES

Conclusion

Basis for Conclusion

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 transactions and information reflected in
the financial statements comply in all material 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 ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, Cap.412B and based on the audit
procedures performed, except for the effects of the matter described in the Basis for
Conclusion on the Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Report of the Auditor-General on Kenya Urban Support Program II (KUSP ll) - Project Number 7349-KE for the
year ended j0 June, 2026 - County Government of Marsabit
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As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing else has come to my attention to cause me to believe
that public resources have not been applied lawfully and in an effective way.



Basis for Conclusion

Lack of Risk Management Policy

Review of the Project's governance and internal control framework revealed that
Management had not developed and implemented a Risk Management Policy during the
year under review. There was no documented framework to guide the identification,
assessment, evaluation and monitoring of risks or the formulation and implementation of
appropriate risk mitigation measures. This was contrary to the requirements of Regulation
158(1)(a) of the Public Finance Management (County Governments) Regulations, 2015
which obligates Accounting Officers to ensure that the County Government entity
develops risk management strategies, which include fraud prevention mechanism and
develop a system of risk management and internal control that builds robust business
operations.

ln the circumstances, the effectiveness of the internal controls over the Project financial
and operational systems could not be confirmed.

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 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;

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

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

Basis for Conclusion

The Financing Agreement Credit No. P7349-KE dated 30 May, 2024, requtes 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's 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.

Report of the Auditor-General on Kenya Urban Support Program ll (KUSP ll) - Project Number 7j49-KEfor the
year ended 30 June, 2026 - County Government of Marsabit
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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
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 concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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 Responsibilities 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 Acl, 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 report that includes my opinion in accordance with Section 48
of the PublicAuditAct, Cap.4128. Reasonable assurance is a high levelof 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.

Report of the Auditor-Ceneral on Kenya Urban Support Program ll (KUSP Il) - Project Number 7349-KE for the
year ended j0 June, 2026 - County Government of Marsabit
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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.
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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 financialstatements 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.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenv a.oo. ke/auditor-oenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCP CBS
AUDITOR-GENERAL

Nairobi

24 September,2026

Report of the Auditor-Ceneral on Kenya Urban Support Program ll (KUSP ll) - Project Number 7349-KE for the
year ended 30 June, 2026 - County Covernmenl of Marsabit
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County Government of Marsabit
Kenya Urban Support Program II (KUSP il)
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7. Statement of Financial Performance for the Year Ended 30th June 2026.

The financial statements were approv I1 6,h 6 and signed by

Narne: Galm Rogiclta

Chief Oflicer

Name: CPA Katello Diba

Project Accountant

ICPAK Member No: 12012

Date 16 ltlr",, (.

Na c:

Mauager

Date | ( 1 2-o2 6 ;:'j'[iql (l

Revenue

32,309,3006Revenue Transfers

7Miscellaneous Revenue - Unspent balance

32,309,300Total revenue

Expenses

8Repairs and maintenance

9 t7,992,302Use of goods and services

l0Depreciation and amortization expense

llTransfer to other Govemment Entities

t)

lJFinance Costs

t4Certified Works

22,951,463Total expenses

Other gains/(losses)

l5Cain/Loss on sale of assets

l6Gain/Loss on foreign exchange transactions

t7lmpainnent loss

9,357,83'lrSurplus/ (deficit)

d[t.*
Golicha

Kshs
t_

l-

522 112$2I

K sh

Nores I ( urrcrtt lY 2$25f2026

( orn pa rat ir c
FY

Other Transfers/Subs idies/Grants

4,959,161
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8. Statement ofFinancial Position as at 30th June 2026

Assets

Current Assets

10,203,425Cash and Cash equivalents t8

Receivables l9

Inventories 20

2lPrepayment

r 0,203,425Total Current Assets

Non-Current Assets

Properg, Plant, and Equipment 22

23Intangible Assets

24Right-of-use assets

Total Non- Current Assets

10,203,425Total Assets (a)

Liabilities

Currerrt Liabilities

25 845,588Trade and Other Payables

26Third Party Deposits

27Deferled Income

Current Lease Liabilities 28

845,588Total Curren( Liabilities

Non-Current Liabilities

28Nou-current tease liability

Total Non-Currcnt Liabilities

Totat Liabilities (b)

9,357,837Net Asscts (a-b)

Represerrted By:

9,357,837Accuurulated Surplus

Revaluation Reserve

9,357,8J7Totrl Net Assets

2

\otc i !glg!If, 2lzstatx
Kshs

I Comparativc FY 211211202.5

Kshs
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ame: CPA Katello Diba

signedThe

Name: Rogicha

Chief

Date I '14 tr

Golicha

Municipal Manager Project Accountant

ICPAK Merpber No. 12012
rl

Date l6l r\.,cr_GI)ate

)

J

N



County Government of Marsabil
Kenya Urban Support Program II (KUSP il)
Annual Report and Financial Slatements for lhe linancial year ended lune 30, 2026

The financial statements were approved on I 6th Septe 26 and signed by

Name: Galm Rogicha

Chief Officer

Narn o u Golicha

Date
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As At l'f Jtly 2024

Return to Exchequer

Surplus/Deficit for the year

Revaluation Cain

Transfer of excess depreciation on revaluation

Other Changes (Properry, Plant & Equipment)

As at 30'h June 2025

As At I't July 2025

Return to Exchequer

9,357,837 9,357,837Surplus/ deficit for the year

Revaluation Gain

Transfer of excess depreciation on revaluation

Add: Recognition of Assets

9,357,837As at June 30, 2026

9. Statement of Changes in Net Assets

Ir

Accunrulatetl
Surplus

I Itcvalultion
Ilcsc rl e

I'otal

Other Changes (spectfy)

9,357,,837
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10. Statement ofCash Ftow for the year ended 30th June 2026

Cash flow from operating activities

Receipts

6 32,309,300Revenue Transfers

32,309,300Total receipts

Payments

Repair and maintenance

Use of goods and services

Transfer to other Covemtnent Entities

Other Transfers/S ubsi dies/Crants

4,959,161Certified Works

22,105,875Total payments

29 t 0,203,425Net cash flow from operating activities

Cash flow from investing ectivities

Acquisition of non-financial assets

Proceeds from sale of Assets

Acquisition of Intangible assets

Cash flow from financing activities

Repaynrent of Lease PrinciPal

Specifit the activi0t

Net cash {Iow ft'onr financing activitics

t0,203,425Net increase/Decrease itt cash and cash

uivalents
l8Cash and cesh equivelcnts at l" July

l8 10,203,425Cash and caslr equivalents at end of June

)

Cornparaliv
e FY

2021t2025
Kshs

\ot
I)cscriplion

Ks hs

t
---l

Inscrl (lu rrcnt I;l
2025t2$76

Miscellaneous Revenue

t7 ,146,7 t4

Net cash ltows from investing activities
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11. Statement of Comparison of Budget and Actual Amounts for the Year Ended 30th June 2026

KshsKshsKshsKshsKshs

Budget carry-overs from previous periods

Receipts
100%32,309,300 32,309,30032,309,300Revenue Transfers

Miscellaneous Revenue

100%32,309J0032,309,30032,309J00Total Revenue

Payments

Employee costs

67%8,729,29217,902,30226,631,59426,631,594Use of goods and services

Transfer to other Government Entities

Other Transfers/Sr,rbsidies/Grants

74%4,203,573 1,47 4,t335,677,7065,677,706Certified Works

68%22,,105,875 10,203,42532,309J0032,309,300Total Payments
(10,203,42s)10,203,425Surplns

6 t

I"inal
Iludgct

c=r*b

Actual on

Com pl ra ble

1s3,.1U Eilllt
d

Budget
I It iliza I i()n

Q!!!1e1cc
c=c-tl

"h of
[i tiliz:r t ion

f=d/c ",1'

Ad.iustme n ts

lleccipts/l'al mcuts I tenl
hil

Original
lludgel
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12. Noles to the Financial Statements

l. General Information

Marsabit Municipality is established by and derives its authority and accountability from the Urban

Areas and Cities Act No. l3 of 201 l(amendecl 2019) and the Cities and Municipal Charter on 4tr'

March 2021. The Municipality is under the County Government of Marsabit and is domiciled in

Kenya.

2. Statement of Compliancc end Basis of Pre paration

The financial statements have been prepared in accordance with the Public Finance Management Act,20l2

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

Guidins nole durinp hP lntnsition oeriod:

The financial statements have been prepared in accordance with the PFM Act, and International

Public Sector Accounting Standards (IPSAS), or the entity has taken advantage ofthe transitional

provisions under IPSAS 33, and therefore these 2ndl 3rdlyear financial statements are transitional

financial statements and the following elements of the financial statements have not been

recognized, as the entity has taken advantage of the transition provisions outlined in IPSAS 33.

(Entity to state the transitional provisions it has applied and the steps being taken towards full

compliance with IPSAS Accrr.ral).

These financial statements were authorized for issue by the accounting officer on 9th September,

2026

8
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3. Adoption of New and Revised Standards

(When an IPSAS becomes effective on I't January 2026,it is applicable in Kenya from I't July

2026)
i) New and amended standards and interpretations in issue effective in the year ended 30 June

2026.

Applicable In fanuary 2025

The standard sets out the principles for the recognition, 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 cash flows of an Entity.

The new standard requires entities to recognise, fileasure and present

information on right-of-use assets and lease liabilities.

IPSAS 43

Leases

Applicable lil 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 amount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:

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

separately in the statenrent of financial position and the [esults ofdiscontinued

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

IPSAS 44:

Non- Curtent

Assets Held

for Sale and

D iscontinued

Operations

IPSAS 45.

Property Phnt

and

Equipmeut

9

Standard Effcctivc datc and inrpact:

App{icable l" Jonuary 2025

The standard supersedes IPSAS l7 on Propefty, Plant and Equlpment. 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 satisfy the definition of

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

IPSAS 45 lras additiorral application guidance for infrastructut'e assets'

irnplenrentation guidance arrd illustrative exanrples. The standard has clarified

existipg principtes, e.g valuation of land over or uuder tfue infrasttucture assets,
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under- maintenance of assets and distinguishing significant parts of

infrastructure assets.

IPSAS 46

Measurement

Applicable I't fanuary 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. Clarifying transaction costs guidance to enhance consistency across

IPSAS;

iii. Amending, where appropriate, guidance across IPSAS related to

measulement at recognition, subsequent measurement and

ffreasurernent-related d isclosures.

The standard also introduces a public sector-specific measurement base called

the current operational value.

ii) New and amended standards and interpretations in issue but not yet effective in tlte year

ended 30 June 2026

IPSAS 47-

Revenue

Appticable F fanuary 2026

This staudard supersedes IPSAS 9- Revenue from exchange transactions,

IPSAS I I Construction contracts, and IPSAS 23 Revenue fi'om uou- exchange

trunsactions. This standard brings all the guidance of accounting for revenue

under one standard. The objective of tl,e standard is to establish the pliuciples

tlrat an MDA shall apply to repofi useful inforrnation to users of finarrcial

statements about the rlature, amount, tirning and unceftainty of revenue aud

cash flow arising from revenue transactions.

IPSAS 48-

Transfer

Expenses

Applicoble Id lauuary 2026

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

provider sha[[ appl5, to tepod useful inforruation to users of financial

statenlents about the rlatufe, amourlt, tiuring and unceftainty of expenses and

t0

Stantlard I'll'fcctivc rlatc and inr;tact:

Sturrtl:rrcl, l'-ffi'ctivctlutc:tntlirullrct:
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cash flow arising from transfer expense transactions. This is a new standard for

public sector entities geared to guide entities that provide transfers on

accounting for such transfers.

Applicable lil January 2026

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

public sector retirement benefit plans which provide retirement to public sector

employees and other eligible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

IPSAS 49-

Retirement

Benefit Plans

Applicable I1 January 2027

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

exploration for and evaluation of rnineral 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 TPSAS 26.

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

financial statements arising from the exploration for and evaluation of

rninetal resources and help users of those financial statements

understand the amount, timing and certainty of future cash flows frorn

any exploration and evaluation assets recognized.

Applicable lil lanuory 2028

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

apply to report relevant informatiolr to uset's of financial statements about the

nature, amounts, tirning, atrd uttcettainties arising from tangible natural

resources held for conservation.

A tangible natural resource held fot conservation is a naturally occurriug

tangible asset that is managed to pl'event its degradatiorr.

IPSAS 5I:

Tangible

Natural

Resources

Held for

Conservation

Appticabte F fanuaqr 2028IPSASB SRS

1: Climate

ti

Stantlard l'l ffelc t iv e d:ltc and inrpact:

IPSAS 50:

Exploration

For &

Evaluation of

Mineral

Resources



Related

Disclosures

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

and opportunities arising from an entity's activities and operations. The

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

metrics and targets.

County Gorernment of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Reports and Financial Statements for the r ended June 30, 2026.

iii) Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year, or the Entity adopted

the following standards early (state the standards, reason for early adoption and impact on the Entity's

financial statements.)

t2

Standard Effcctivc date and intpact:
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4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange trNnsactions

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 (cash, goods, services and property) ifthe transfer is free from

cond'itions 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 of financial position and

iealised in the statement offinancial performance over the useful life ofthe assets that have been acquired

using such funds.

ii) Revenue from exchange trsnsactions

Finance income

Finance income is accrued using the effective yield method. The effective yield discounts estimated future

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.

Recognition end Mcasureme nt

The Entity's Property, Ptant, and Equipment (PPE) are tangible items held for use in the productiorr or

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

used for more thau olre repoftillg period.

An itern of PPE is recognized as an asset il and only if:

. [t,s probable that the futurc economic berrefits or service potenlial associated u'ith the itenr will

flow to the mirristry'.

' The cost or fair value ofthe item can be measured reliebly.

t3

b) Budget information

Tlre original budget for FY 2025/2026 was approved by the Board or.r during the financial year. Subsequent

revisiori 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. Accordingly, the entity

did not record any additional appropriations on the FY 202512026 budget following the Board's approval.

The entity's budget is prepared on a different basis to the actual income and expenditurc disclosed in tl're

financial itaternei',tr. The financial statements are prepared on an accrual basis using a classification based

on the nature of expenses in the statement of financial performance, whereas tlre budget is prepared on a

cash basis. The amouuts in the financial statements were recast front the accrual basis to the caslr basis and

reclassified by presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then prcsented in the statement

of comparison of budget and actual amounts. ln addition to the Basis difference, adjustments to amounts

in the financial statements are also made for differences irr the forntats and classification schemes adopted

for the presentation ofthe financial statements and the approved budget. A statenlent to reconcile the actual

u,nour1is on a comparable basis included in the statement ofcotnparison ofbudget aud actual anrounts and

the actuals as per the statement ofcash flows has been presented on page 5'

c) PropertY, Plant and equiPment
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Items acquired through non-exchange transactions (e.g., donations) are measured at their deemed cost,

which is the fair value at the date of acquisition. For all other acquisitions, initial measurement is at cost,

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 straight-line method of depreciation, 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 ofthe date the asset is classified as held for sale or the date of
derecognition. The depreciable amount is the cost of the asset less its residual value. The residual value

and the useful life ofan asset are reviewed at least at each annual reporting date. The table below indicates

the various classes of assets and the depreciation rates.

Impairment: The entity assesses at each reporting date whether there is any indicatiorr that atl asset may

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

is recognized inrmediately in tlle statement of financia[ perfonlance.

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

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

or retirement ofan asset is determined as the difference between the sales proceeds and the carrying amount

of the asset and is recogr"rized in the statement of financial performauce.

d) Leasc Liability

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

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

Recognition
The entity recognizes a riglrt-of-use asset at the lease comnrencement date. The right-of-use asset is

initially nreasured at cost, which conrprises:

r The arnount of the irritial lease liability.
r Any lease payments rnade at or before the conlmeucernent date, less any lease incentives received;

o Any initial direct costs iucurred; and

. An estimate of the costs to be incurred in dismantling and [emoving the underlying asset or

restoring the site.

Depreciation Rate

2-l0o/oBuildings

LO-L6.67%Motor vehicles

2-20%lnfrastructu re assets

L2.5%Fu rniture and fittings

33.3%Com puters & ICT Equipment

Heritage Assets

Others (Specify)

t4

PPE ltenr
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Measurement
Right-of-use assets are initially measured at cost. After initial recognition, right-of-use assets are

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

accumulated impairment losses. Righrof-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 expenditure in accordance with the entity's depreciation

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

accordance with IpSAS 2t - Impairment of Non-Cash-Generating Assets or IPSAS 26 - Impairment of

Cash-Generating Assets, as applicable.

e) Leese 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 cannot be readily determined, the entity uses the incremental borrowing 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

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 accuurulated arnortization and accumulated impairment losses.

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

expenditure is reflected in surplus or deficit ir-r the period in wtrich tl're expenditure is incurred' The useful

life of tlrc intangible assets is assessed as either finite or irrdefinite. Intangible assets witl't an indefinite

useful life are assessed for impainnent at each reporting date'

g) Research and development costs

The Entity expenses research costs as incurred. Development costs oll an individual project are recognized

as intangible assets when the Entity can demonstrate:

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

sale.

F tts intentioll to complete and its ability to use or sell the asset'

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

F The availabitity of resources to conrplete the asset'

F The ability to measure the experrditure reliably during developtnent'

Fottowirrg initial recognition of an asset, the asset is can'ied at cost less any accumulated amortizatiorr and

accurnulated impairmeut losses. Anrortization of the asset begins whetl developtnerrt is complete, and the

asset is available for use. lt is aurortized over the petiod of expected future benefit' During the period of

developmept, the asset is tested for inrpairnrent annually, with any irlrpait'meut losses recognized

iururediately in sut'plus or deficit.

t5
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Notes to the financial statements

h) Financialinstruments

IPSAS 41 addresses the classification, measurement and derecognition of financial assets and financial

liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets. The

entity does not have any hedge relationships, and therefore the new hedge accounting rules have no impact

on the Company's financial statements. A financial instrument is any contract that gives rise to a financial

asset ofone entity and a financial liability or equity instrument ofanother entity. At initial recognition, the

entity measures a financial asset or financial liability at its fair value plus or minus, in the case ofa financial

asset or financial liability not at fair value through surplus or deficit, transaction costs that are directly

attributable to the acquisition or issue ofthe financial asset or financial liability.

Financial assels

Classification

The entity classifies its financial assets as subsequently measured at amortised cost, fair value through net

assets/ equity, or fair value tl-rrough surplus or deficit on the basis of both the entity's management model

for financial assets and the contractual casl-r flow characteristics ofthe financial asset. A financial asset is

measured at amortized cost when the financial asset is held within a marlagement model whose objective

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

asset give rise on specified 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 assets/ equity if it is held

within the management model whose objective is achieved by both collecting contlactual cash flows and

selling financial assets, and the contractual tems of the financial asset give rise ou specified dates to caslr

flows that are solely payments of principal and interest on the priucipal amount outstauding. 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 assets/ equity unless an entity has made an irrevocable election at initial recogrtition

for particular investments irr equity ilrstrumellts.

Amortizcd cost

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

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

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

cost aud is not part oia lredging relationship is recognized in profit or loss when the asset is de-recognized

or irnpaired. lnterest incorne flom these financial assets is included in finance income using the effective

interest rate method.

t6

Subsequent measurement

Based on the business rnodel and the casl'r flow characteristics, the entity classifies its financial

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

presented in either surplus or deficit or tl'rrough net assets/ equity subject to certain criteria being met.
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Notes to the financial statements

Fair value through net assetV equity

Financial assets that are held for collection of contractual cash flows and for selling the financial assets,

where the assets' cash flows represent solely payments ofprincipal and interest, are measured at fair value

through net assets/ equity. Movements in the carrying arnount are taken through net assets, except for the

recognition of impairment gains or losses, interest revenue and foreign exchange gains and losses which

are recognized in surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts.

Trade and other receivables are assessed for impairment continuously. An estimate is made of doubtful

receivables based on a review ofall outstanding amounts at the year-end.

Impairment

The entity assesses,. on a forward-looking basis, the expected credit loss ('ECL') associated with its

financial assets caried at amortized cost and fair value tlrrough net assets/equity. The entity recognizes a

loss allowance for such losses at each reporting date. Critical estimates and significant judgments made by

management in determining the expected credit loss (ECL).

Fi n a n c ia I I ia lt ilit tes

Classiftcation

The eltity classifies its liabilities as subsequently measured at atnortized cost except for firrancial liabilities

measured through profit or loss.

i) Inventorics

lnventory is measured at cost upon initial recognition. To the extent that inventory was received through

non-excSange transactiorrs (for no cost or for a rtourinal cost), the cost ofthe itrventoty is its fair value at

the date of acquisition.

Costs incurred in bringing each product to its present location and condition are accouuted fot as follows:

F Raw matet'ials: purchase cost using the weighted average cost tlethod.

) FinisSed goods and work in progl'ess: cost of direct materials arrd labour and a proportion of

rnapufactur.ing overheads based on the nolural operating capacity but excludirtg borowing costs.

After initial recogrition, inventory is measured at the lower of cost and net realizable value. However. to

the extellt that a class of inventot'y is distributed or deployed at no charge or fot'a nonrinal charge, that class

of irrventory is tneasuted at the lower of cost and cunent replaceflletlt cost'

t'7

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assety equity are

measured at fair value through surplus or deficit. A business model where the entity manages financial

assets with the objective of realizing cash flows through solely the sale ofthe assets would result in a fair

value through surplus or deficit model.
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Notes to the financial statements

Net realizable value is the estimated selling price in the ordinary course of operations, less the estimated

costs of completion and the estimated costs necessary to make the sale, exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary

course of operations ofthe Entity.

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of a
past event, an outflow of resources embodying economic benefits or service potential will probably be

required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Where

the Entity expects some or all of a provision to be reimbursed, for example, under an insurance contract,

the reimbursement is recognized as a separate asset only when the reimbursernent is virtually certain. The

expense relating to any provision is presented in the statement of financial performance net of any

reimbursement.

Co ntingent liabilities

The Entity does not recognize a contingent liability but discloses details of any contingencies in the notes

to the financial statements unless the possibility of an outflow of resources enrbodying economic benefits

or service potential is remote.

The Entity does not recognize a contingent asset but discloses details of a possible asset whose existence

is contingerrt on the occurrence or non-occurrence ofone or mo[e uncertain future events not wholly within
the control of the Entity in the notes to the financial statements. Contingent assets are assessed continually

to ensure that developments are appropriately reflected in the finaucial statelnellts. If it has become virtually
certain that an inflow of econonric benefits or service poteutial will arise and the asset's value can be

measured reliably, tlle asset and tl-re related revenue are recoguized in the finarrcial statements ofthe period

in which the change occuls.

k) Nature and purpos€ of reserves

The Entity creates and nrairrtains reserves in terms of specific l'equiremellts.

l) Changes in accountiug policies and cstimates

The Errtity recognizes the effects of chauges in accouuting policy retrospectively. The effects of chauges

in accounting policy are applied prospectively if retrospective application is intpractical.

r8

Inventories (Continued)

j) Provisions

Contingent assets



County Government of Lvlarsabit
Kenya Urban
Annual Repo

Support Program II (KUSP ID
rts and Financial Statements for the yea r ended June 30, 2026.

Notes to the financial statements

m) Employee benefits

Retirement benefi t Plans

The Entiry does not provides retirement benefits for its employees and directors. Defined contribution plans

are post-employment benefit plans under which an entity pays fixed contributions into a separate entity (a

fund) and will have no legal or constructive obligation to pay further contributions ifthe fund does not hold

sufficient assets to pay atl employee benefits relating to employee service in the current and prior periods.

The contributions to fund obligations for the payment of retirement benefits are charged against income in

the year in which they become payable. Defined benefit plans are post-employment benefit plans other

than defined-contribution plans. The defined benefit funds are actuarially valued tri-annually on the

projected unit credit method basis. Deficits identified are recovered through lump sum payments or

increased future contributions on proportional basis to all participating employers. The contributions and

lump sum payments reduce the post-employment benefit obligation.

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. At each reporting date, foreign currency monetary items are translated

using the closing rate. Non-monetary items measured in historical cost arc translated using the

exchange rate at the date ofthe transaction, and those measured at fair value are translated using

the exchange rates at the date when the fair value was detemrined. Exchange differences arising

from the Settlement of monetary items or translation of monetary/non-monetary items at rates

differelt from those at which they were initialty reported are recognized in surplus or deficit in

the period.

p) Rclated parties

The Entiq,regards a related party as a persou or an entity with the ability to exert control individually or

jointly or to exercise significant influence over the Entity, or vice versa. Members ofkey nranagement are

regarded as related parties and comprise the directors, the Principal and senior managers.

t9

o) Borrowing costs

Bosowiug costs are capitalized against qualifying assets as palt of property, plallt and equiptnent.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed, a1d borrowings have been incurred. Capitalization ceases when construction of the asset is

conrplete. Fufther borrowing costs are charged to the statement of financial performance.



County Governmenl of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Repo rts and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

q) Serviceconcessionarrangements

The Entity analyses all aspects of service concession arrangements that it enters into in determining the

appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an asset to the arrangem ent, the Entity recognizes that asset when, and only when, it controls

or regulates the services. The operator must provide together with the asset, to whom it must provide them,

and at what price. In the case of assets other than 'whole-of-life' assets, it controls, through ownership,

beneficial entitlement or otherwise - any significant residual interest in the asset at the end of the

arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset has been

recognized, the Entity also recognizes a corresponding liabiliry, adjusted by a cash consideration paid or

received.

r) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, shorl-term deposits on call and highly

liquid investments with an original maturity of three months or less, which are readily convertible to known

amounts of cash and are subject to insignificant risk of changes in value. Bank account balances include

amounts held at the Central Bank of Kenya and at various commercial banks at the end of the financial

year.

s) Subsequent events

There have been no events after the financial year-end with a significant impact on the financial statements

for the year ended June 30,2026.

20



County Government of Mursabit
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Support Program II (KUSP il)
rts and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires management to

make j udgments, estimates, and assumptions that affect the reported amounts of revenues, expenses,

assets, and liabilities, and the disclosure ofcontingent liabilities, at the end ofthe reporting period.

However, uncertainty about these assumptions and estimates could result in outcomes requiring a

material adjustment to the carrying amount of the affected asset or liability in future periods. State all

judgments, estimates, and assumptions made:

Estimates and assumPtions.

The key assumptions conceming the future and other key sources of estimation uncertainty at the reporting

date, that have a siglificant risk of causing a material adjustment to the canying amounts of assets and

liabilities within the next financial year, are described betow. The Entity based its assumptions and

estimates on parameters available when the consolidated financial statements were prepared. However,

existing circumstances and assumptions about future developments may cl-range due to market changes or

circumstances arising beyond the control ofthe Entity. Such changes are reflected in the assumptions when

they occur. IPSAS I . 140

Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators to inform potential

future use and value from disPosal:

processes.

Provisions

Provisions were raised, and nranagement determined an estimate based on the information available.

Additional disclosure ofthese estimates of provisions is included.

Provisions are nreasured at lnanagement's best estilnate of the expenditure required to settle the obligation

at the repgtting date and are discounted to presellt value where the effect is rnaterial.

2t



County Government of Marsabit
Kenya Urban Support Program II (KaSP ID
Annual Reports and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

6. Revenue Transfers

a) Details of Revenue Transfers

7. Miscellaneous revenue

Unconditional Transfers

CoK Counterpart funding

32,309,300Transfers from Development partners

Ot he r tnc ond i t i on al tr ansfe rs (Specfy)

32,309,300Total Unconditional Transfers (a)

Conditional Transfers

Transfers from Development partners I

Transfers from Development partner 2

Other conditional tansfers (spec fy)
Total Conditional Transfers (b)

32,309,300Total Transfers for the Year (a + b)

Kshs KshsKshs Kshs

32,309,300GOK Funding

Development Partner - World
Bank

32,309,300

Development Paftner 2

32,309,300 32,309,300Subtotal

Deferred Iucome realized

Transfers in I(ind
32,309,300 32,309,300Total

Kshs Kshs
lllte[est Irrcorne

Otlrcrs (specifi,)

Total

22

l)cscription (-'u rrcnt FY 2025/2026
---- t{St^ -

Conrparalive
Fv 202412026

Kshs

('orn 
1l:r ratir c
F}'

l (b nr lla r:r ( ivcI r.'v
I :o:lzozsro,lDescri

I Current FY 2025/2026



County Government of Marsabit
Kenya Urban
Annual Repo

Support Program II (KUSP ID
rts and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

8. Employee Costs

9. Use of Goods and Services

Basic salaries of permanent employees

Basic wages of temporary employees

Personal allowances paid as part of salary

Personal allowances paid as reimbursements

Personal allowances provided in kind

Pension and other social security contributions

Compulsory national social security schemes

Compulsory national health insurance schemes

Other specify*

Total

26,961Utilities, supplies and services

7,184Bank charges

1,800,000Communication, supplies and services

5,3s2,955DonT estic travel and subsisteuce

185,000Board nses

Fuel and lubricants
4,092,614General office supplies

636,s00, Printing, advertising, and information suppliesStatio

Hospitality supplies and services

s,664,300aymelltsTrainiug

Hospitality supplies aud services

Insulance costs

Specialized rnaterials aud services

Other operating payments(speci fy)

226,788Routine uraintenauce - vehicles and other tlansport equipment

11,992,302Total

:3

C u rrcn t FY

2p5!2026
Kshs

Conrparative FY

_2027!202,_
Kshs

[)cscrirrtion

Cu rrcnt FY

_20251202(t
I(shs

Conrpurativc F'l
202il21t75 _

Kshs

Dcsc ription



County Government of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Reports and Financial Statements for the year ended June 30, 2026

Notes to the financial statements

10. Depreciation and Amortization expense

I l. Transfer to Other Government Entities

12. Other Transfers/Subsidies/Grattts

13. Finance Costs

Property, Plant and Equipment

Intangible Assets

Right-of-Use Assets

Others specify

Total

County Government of Marsabit

Kenya Urban Support Program ll (KUSP II)

County Department of Lands, Energy and Urban Development

County Government of Marsabit

Total

Transfers to Non-Govemment Organizations

Subsidies

Others Specifi,

Total

Finance leases (amortized cost)

Unwinding of discount on lease

liabilities

Iuterest on Lease liabitities

Others specifl,

Total fiuance cost-s

24

l)qlqlplul
('urrcnt F\
2qtsl2!t26

Kshs

Comparative FY
2917!2(d25

Kshs

Dcscrintion
Current I,'Y I

21t25t2026 I- K.nrrl
('orn pa rat ir e
t-\' 202dl2025

Kshs

l)cscriptiorr
Cu rrcnt F\
2015n026

IGhs

('orn parativc F\
2021t2025

Kshs

Dcsc ription

(. tr rrt'rr t F\
2025t2026-

Kshs

('oru 
1l:r ret ivc I;)

_ jj}/201s _
Kshs



Counly Government of Marsabit
Kenya Urban Support Program II (KUSP II)
Annual Reports and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

14. Certified Works

15. Gain/Loss on Sale of Assets

16. Gain/Loss on foreign exclrange transactions

4,959,161Office renovation works

Others Specify
4,959,161Total

Property, plant and equipment

Intangible assets

Other assets not capitalised

Total gain/loss on sale of assets

Cain on foreign exchange transactions

Loss on foreign exchange transactions

Total Gairr/Loss

Property, Plant and Equipmer-rt

hrtangible Assets

Others specify

Total Impairrncnt Loss

25

17. Impairment Loss

Currcnt l-Y
202512026

Kshs

Comparativc F-Y

2021t2025
Kshs

I)cscry{!o!

lDescription
I 

Corn p:r rative FY

Currcul FY 2025/202rr I Zt)2412025

Kshs

l)escrintion ('urrcnt FY 2025/2026

Kshs

('orr pa ralivc F't

202{/2025

l)cscription Crrrrcnt FY 202512026

- 
l(rLt --

('omparltivc F\
202{/2025



County Government of Marsabit
Kenya Urban Support Program II (KaSP I0
Annual Repo rts and Financial Statements for the year ended June 30, 2026.

Notes to the financial statements

18. Cash and Cash Equivalents

Project Bank Accounts

19. Receivables

10,203,425Cash in Bank

Cash on hand

Others (Specify)

10,203,425Total Cash and Cash Equivalents

Foreign Currency Accounts

Kenya Commercial Bank [A/c No......]

Co-operative Bank of Kenya [A/c No......]

Others (specify)

Total Foreigu Curreucy balances

Central Bank of Kenya [A/c No... .. .]

10,203,425Ker:ya Courmercial Barrk [A/c No. xxx2037xxx]
UIG

Co-opelative Bank of Kenya [A/c No. . . ...]

Others (specifi,)

Total local cun'ency balances

I0,21!,i,iCI.5Total bank account balances

Couuterpart Fuudiug

Contl'actor's Advance payments

O t I rc r Rec ei va bl e s (s pec ifi,)

Total Rcccivables

26

l)cscription
Kshs Kshs

(lurrcnt FY

2112512112(t

Com parativc FY

2024t2$25

Dctails
Currcnt F'\
2025t2026

Corrr parative l"Y
2024t2025

Kslrs I(sh s

Central Bank of Kenya [A/c No.. . ... ]

Local Currenc), Accounts

Dcscription

Currcnl I")
z02s/2026

- K.lt-
.(lonrprrrrttir e [\ 2021i2025

Kshs



County Gove:nment of Marsabit
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Support Program II (KUSP I0
rts and Financial Statements for the year ended June 30,2026.

Notes to the financial statements

Aging analysis for Receivabtes

20. [nventories

Detailed disclosure on inventoties

7o of the
total

7o of the
total

Compar
ative
FY

Current
FY

%y:o
Less than I year

o/ov,Between 1- 2 years
o%Between 2-3 years

%oA
Over 3 years

o/
Total (a+b)

Consumable stores

Medical supplies

Spare parts and meters

Water for distribution

Other goods l'reld for resale

Cateri

Less: allowance for impainnent

Total inventories at the lower of cost and net

realizable value

Opening balance

Additional Inventory in the year

Inventory expensed in the year

Writedowns in the year

Others specify

Closing balance

27

I)cscri rrtion
Ksh sKshs

(lu rrcnt FY

2$2512026

(ioln pa rativc FY

2021t2025

Current
FY 2025/2026

Kshs

Cornparative FY 2024/2025

Kshs
l)cscription

Crrrrent FY 2025/2026



County Governmenl of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Reports and Financial Statements for the year ended June 30' 2026.

Notes to the financial statements

21. Prepayments

Rerrt

Others specifu

Total inventories

28

(lurrcnt
FY 2025/2026

Kshs

| (irm pnrative t-Y 2024171125

Description
K.shs

Insurance
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r ended June 30' 2026.Annual Reports and Financial Sta tements for the Yea

Notes to the financial statements

22.Property, Plant antl EquiPment

Current FY

2025AsAtlJu
Additions

Transfers/Ad ustments

Revaluation Ad ustments

As at 30th June 2026

airmentDe reciation & Im

2075AtlJu
De reciallon

irmentI

Transfers/ Ad ustments

As at 30rh 2026
Net Book Value es at 30r! June
2026

29

l urrriturc
rnrl litt iugs

Kshs

I n frast ruc
lrtre

_ Assets

Kshs

I Other 
I

L\ssets I

I tspcclfr') I

(iapit:rI
\\ ork in
progross

Kshs

l'olnl(losVValue

KshsKshsKshsKshs Kshs

( o nl l)ut

K

Land I Buildings

St'n ice

Concessio
n,\ssets

llotor
v eh ic lcs

Disposals
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Notes to the financial statements

Previous FY

As at I July 2024

Addilions

Disposals

Tians fers/Adj ustm ents

Revaluation Adjustments

As at 30'h June 2025

Derrreciation & Impairment

At I July 2024

Depreciation

Impairment

Transfers/ Ad i ustments

As at 30'h 2025

Net book Value As at 30rh June
2025

30

( r pit:t
I

\\ ork
in

progre
ss

Kshs

fotrr IC omprrlers(lost/\"nluc

K shs
ls 

'lt 
s K shs KshsK,'lts KshsK shsKshs

I-arrrl I Builtlings

C)thcr
.\sse I s

(Specif) )
5cr\ ic('

( orrct'ssio
n.\ssets

lnfrrst t

uclu rc
Assets

Frrruilurc
and

fitt iu ss

i\l oto r
vehicles



County Government of Marsabit
Kenya lJrban Support Program II (KUSP ID
Annual the financial ended June 30,2026

Notes to t financial statements

a) Valuation
Land and buildings/ Equipment (be specific) were valued by professional valuers from the

government. The assets were revalued by professional valuers. These amounts were

adopted by the Board, with the concurrence of the National Treasury-

b) Property, Plant and Equipment at Cost
If the revalued freehold land, buildings, and other assets were stated on the historical cost

basis e amounts would be as follows

c) Fully depreciated assets

Property, plant, and Equiprnent includes the following assets that are fully depreciated

Land

Build

Plant And Machinery

Motor Vehicles, Inc luding Motorcycles

And Related EquipmentComputers

Office uipment, Furniture, And Fittings

Total

MachineryPlant

icles, including MotorcyclesMotor V

and Related EquipmentCom

uipment, Fumiture, and FittingsOffice

Total

il

3l

and Financial Stalements for

Accunruhtcd
qtry".,olg

Kshs
Dcscription Ntlv

Kshs

Cosl

Kshs

l)cscription \"ornral an nu:tl

dcprcciatiou cha rgcCost or valuation



County Governmenl of Marsabil
Kenya Urban Support Program II (KUSP II)
Annual Report and Financial Slatements for lhe tinancial year ended June 30, 2026

d) Disclosures on capital work in progress

Provide the details of the Work in progress, including details of when the project was

started, the contracted end date, an explanation for significant delays, and the value of

work in progress, which should be disaggregated into various classes.

23. Intangible Assets

Current FY

Cost/Value at l't July 2025

Additions

Transfers

Disposal

Cost/Value at 30tr' of June 2026

Amortization and impairment

At l't July 2026

Aurortization charge for the year

Disposal

Iurpairment loss

At thc end ofthe period

NBV at 30tr'June 2026

32

lndel'inilc
lifc

l)e linite
lifc

\\'orli in

I) rrlg rcss
Totirl

I)cscriplion
Kshs KshsI(shs KshsIlalc



County Governmenl of Marsabit
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Support Program II (KUSP II)
rt and Finuncial Slotements for the financial year ended June 30,2026

Previous FY

24. RighGof-Use Assets

Current FY 202512026

Cost/Value at I't JulY 2024

Additions

Transfers

Disposal

Cost/Value at 30th of June 2025

Amortization and imPairment

At I't July 2024

Amortization charge for the Year

Disposal

Impairment [oss

At the end of the period

NBV at 30th June 2025

As at I Juty 2026

Additions in the period

Remeasurement/Adj ustrnents

Disposals/Termirratiorrs

As at 30 June 2026

Accumulated DcPreciation

As at I July 2026

Charge for tlre year

Disposa[/Transfer out
Elimir-ration on

As at 30 June 2026

NBV As at 30 Junc 2026
I

I)_cscription

llatc

lndcfinite
lifc

Kshs

l)cfiui(e
litc

Kshs

Wolk in
I'rogress

Kshs

Total

Ks hs

llu ild ings

Ir.st*

l\lolor
!'chiclcs

Ks hs

liq u ipmcn I

Ir.sh.

()thcrs

Specifl.
Tolal

Kshs
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Kenya Urban Support Program II (KUSP Il
Annual Report and Financial Stalements for theJinancial year ended June 30, 2026

Previous FY

25. Trade and Other Payables

Cost/Valuation
As at 1 Jruly 2024 (Previous

year)

Additions in the period

Remeasu rement/Adj u stm ents

Disposals/Terminations

As at 30 June 2025

Accumulated Depreciation

As at I July 2024

Charge for the year

Elimination on

Disposal/Transfer out

As at 30 June 2025

NBV as at 30 June 2025

Trade payables

Employee payables

Oth er payables (specrfi,)

845,588Total trade and other payables

7o of the
Total

Compa rat
ive

FY
7n of the

Total
Current

FYAgeing analysis: (Trade and otlter payablcs)
o845,588 %Urrder one year

%I -2 years

%%2-3 years

% %Over 3 years

845,588Totel (tie to above total)

34

!loto r
Vchicles

Ksh s

Otlrers

Specify
l otal

KshsKshs Kshs

kl it l.llu ,tl uiprrrcnt

Currcnt F'!' 2025n026 (-onr peratir c F\
202112025

lftLt
Description

Kshs

845,5 88

%



County Government of Marsabit
Kenya Urban Support Program II (KUSP il)
Annual R

Notes to the financial statements

26. Third-Party DePosits

Inco me

tlte ial year ended June 30,2026

27. Defer

Deferred Income Movement Schedule

RetentionContractor

Gratuity

its (specify)Other

Total

7o of the

Total
7o of the

Total
Comparative

FYCurrent FY
: (Refundable deposits)Aging a

o/o%Under one r
%%l -2 years
%%2-3 years
%%Over 3 years

Total I

Developtnent I

er2Development

Income

Others spec

Total

KshsKshsKshsKshs

Balance as at ltrJuly 2025

Additions

Stater.l1ent as venue

Transfels To Perfonnance

Balance as at 30'l' June 2026

I

35

and Financial Stalements for

Current FY 20252026

Kshs

Conrpu rativc FY 202-ll2025

Kshsl)esr ription

Currcnt F\
21t25t2026

Kshs

Conrparativc FY 2024/2025

Kshs
I)cscription

iflr

l)cr-cloptncnl
l'lrl ner I

Do elopmcnl
Pa rtncr 2

I irlrlOtbers s6cif5



County Government of Marsabit
Kenya Urban Support Program II (KUSP II)
Annual Reporl and Financial Slatements for lhe tinancial year ended June 30, 2026

Notes to the financial statements

28. Lease Liability

Maturity Analysis

Analysed as:

At the start of the year

Additions

Discount interest on lease liability

Paid during the year

Adj ustments

At the end of the year

Year I

Y ear 2

Year 3

Year 4

Year 5 And Onwards

Less: Unearned Interest

Current

Non- Current

Total

36

l)cscription
(rlll_911 F\' 2{)25r2{r2jrJ Conrparalire FY 2o24t21t75

Kshs Kshs

Dcscriptiorr Amounl

l)eriod Anrounl



County Government of Marsabil
Kenya Urban Support Program II (KUSP ID
Annual and Financial Stalements r the cial ended June 30,2026

Notes to financial statements

29. Cash enerated from Operations

30. Speciel 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 itenrs are yet to be drawn into the Exchequer Account as a

voted provision.

Below is the Special Deposit Account (SDA) nrovement schedule, which shows the flow of funds voted in

the yeat. These funds have been reported as loans/grants received in the year under the Statement of
Receipts and Payments.

9,357,837for the yearSurplus/Deficit

Adj usted

Depreci ation

receivedNon-cash

Impaiment

on disposal of assetsGains and

I adj ustmentsWorking

e in inventoryIncrease/Decreas

e in receivables

Increase/Decrease in deferred income
845,588in payablesIncrease /D

ts received in advanceIncrease in

I0,203,425Net cesh flow from operating activities

37

year

urrcnt F Y 2015121126(Dcscription F-
KshsKs hs

(,om parttive FY

2021t2025



County Government of Marsabit
Kenya Urban Support Program II (KUSP il)
Annual Report and Financial Statementsfor thefinancial year ended lune 30, 2026

Notes to the financial statements

3 l.Related Party Disclosures

Nature of related rtv relationshios

Entities and other parties related to the Entity include those pafiies that can exercise conttol or significant

influence over its operating and financial decisions. Related parties include managenrent personnel, their

associates and close family mernbers.

Government of Kenva

The Govelnment of Kenya is the principal shaleholder of the Entit),, holding 100% of the Enli|l 'r equity

interest. The Govemment ofKenya has provided full guarantees to all long+en'n lenders ofthe Entity, both

domestic and external.

(i) A/C Name [A/c No......1

Opening balance

Total amount deposited in the account

Total amount withdrawn

Closing balance (as per SDA bank account reconcilialion
attached)

(ii) A/c Name IA/c No......1

Operring balance (as per the SDA reconciliation)

Total amount deposited in the account

Total amount withdrawn

Closing balance (as per SDA bank account reconciliation
attached)

Jd

(lul'rcnt F Y

?l!z5,t2!tr6

Kshs

I Oonrparatir c
I pv tozltzlz.s

l--** -
Dcscription

Snecial Denosit Accounts Movement Schedule



Coungt Governmenl of Marsabit
Kenya Urban Support Program II (KUSP ID
Annual Report and Financial Statements for lhe linancial year ended June 30, 2026

Notes to the financial statements

Other relatcd oarties include:

i) The Parent Ministry.

ii) County Governments

iii) Other SCs and SAGAs

iv) Key management.

v) Board of Directors.

Transactions with related parties

a) Sales to related parties

Sales of elecfficity to the government agencies

Rent income from the government. Agencies

Total

B) purchases from related parties

Purchases of electricity frorn KPLC

Purchase of water from the government service

providers

Others (specify)

Total

b) Grants /trrnsfers from the governnrent

Cfants fioln national the governtnent

Grants from county govenlment

Donations in kirrd

Total

c) Exgrense s incurred on behalf of related party

Payrneuts ofsalaries and wages for xxx employees

Payments for goods and setvices for xxx

Total

d) Kcy menagement conrpensation

Directors' emoluntents

Courpensation to key managellrent

Total
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Others (specify) e.g. interest and bank charges

Rent expenses paid to the government agencies



County Government of Marsabit
Kenya Urban Support Program II (KUSP il)
Annual Report and Financial Statements for lhe financial year ended June 30, 2026

Notes to the financial statements

32.Events after the Reporting Period

There were no material adjusting and non-adjusting events after the reporting period.

33.Ultimate And Holding Entity

The Entity is a State Corporation/ or a Semi-Autonomous Government Agency under the County

Government of Marsabit. Its ultimate parent is the Government of Kenya.

34.Currency

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

4A



County Government of Marsabit
Kenyo Urban SuPPorl Program II

onciol Yeo r ended June 30, 2026
(KasP ID

Annuril Report and Financial Slotements for the Jin

13, Annexes

Annex l: Prior Year Auditor-General's Recommendations

Guidance Noles:

l. Use the same reference numbers as contained in the extemal audit report;

Z. 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;

lndicaie the status of "Resolved" or "Not Resolved" by the date of submitting this repo
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Munici
ha
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Internal Controls,
Risk Management
& Govemance
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resolved)
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a art fundinGovernment Counte

Indicate the FY to which the amounts relateAmount (Kshs)Bank Statement Date

Total

B Direct payments

Indicate the FY to which the amounts relateAmount (Kshs)Bank Statement Date

Total

C Oth ers

Indicate the FY to which the amounts relateAmount (Kshs)Bank Statement Date

Fv 2025-202632,309,3002-10-2025

Total

32,309J00Total (A+B+C)

Annex 2: Reconciliation of inter-entity transfers

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

Marsabit Municipal M
Kenya S II

Head of Accounting Unit
County Department

sign*-J:-=SSi
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Land

Buildings and structures

Transport equipment

Office equipment, furniture and fittings

ICT Equipment

Machinery and Equipment

Biological assets

Infrastructure Assets- Roads, Rails

Heritage and cultural assets

Intangible assets

Work in Progress

Total
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Annex 3: Fixed Asset Register

I I istorical
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Annex 4: Other Support Documents

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

ii.Bank Reconciliation Statement as at 30th hne2026
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iii.Board of Survey Report

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

I
44


