
I

)-' '*
r't* l

REPUBLIC OF KENYA

REPUBUC OF KENYA

OFTICE OF THE AUDITON.GEI{ERAL
I h, , it.! l,,,'rtlh)l'!!tt\

REPORT

PARLIAME NT
OFOF KENYA

LI B RAF.Y

THE AUDITOR-GENERAL

ON

KENYA URBAN SUPPORT PROGRAM II
(KUSP II). WOTE MUNICIPALITY GRANT

NUMBER E2O8-KE

FOR THE YEAR ENDED
30 JUNE,2026

PAPERS LAIO

DATE

T/TBLED BY ct-
COI,lMITTEE

CLERK AT THE TABLE

COUNTY GOVERNMENT OF MAKUENI

r

I

I ^_

fi tiTuA
.t

I

I



o

I



AU DITO R OENERAI
l .00 I0 0. NAlRoBl
KOS HUB

0I sEP 2026

Tf,CEI\/EI')

PROJECT NA]\{E: KENYA URBAN DEVEI,OPMENT GRANT (KUSP IT)

IMPLEMENTING ENTITY: WOTE MUNICIPALITY, COUNTY GOVERNMENT OF
MAKUENI

PROJECT GR,\NT/CRE,DIT NUMBE,R: E20tt-KE

ANNUAI, REPORT AND FINANCIAL STATEMENTS

FOR THE, FINANCIAI, }'EAR E,NDET)

30.rH JUNE, 2026

Prepared in fccordrnce with the Accrusl Basis of Accounting Method Under Intern8tional Public Sector Accounting

Stendsrds (IPSAS)

)

,

/
tH

uT



r,

I



Kenya Urban Support Programm 11 (KUSP II)
Annual Report and Financial Statements for the financial year ended June 30, 2026

Table Contents Page

1. Acronyms, Abbreviations, and Definition of Terms.........

2. Project lnformation and Overall Performance..

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

4. Environmental and Sustainability Reporting.

5. Statement of Project Management Responsibilities.......................

6. Report of the Auditor General on Wote Municipality Kenya Urban Support Program ll for the
Financial Statements for the year ended 30th June 2026......

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

8. Statement of Financial Position as at 30h June 2026......

9. Statement of Changes in Net Assets..

10. Statement of Cash flow for the year ended 30s June 2026 ......

11. Statement of Comparison of Budget and Actual Amounts for the Year ended 30th June 2026

5

12. Notes to the Financial Statements...

x

t

iv

xiii

xvi

..1

,.2

..3

..4

6

31

I



Kenya Urban Support Programm I I (KUSP I l)
Annud Report and Financial Statements for thetinancial year ended June 30, 2026

List of Tables and Charts
List of Tables
Table 'l : Project information
Table 2: Project overview......
Table 3: Key responsibilities.

......Iv

.....vii

ii



Kenya Urban Support Programn lI (KUSP 1l)
Annual Report and Financial Statements for the financial year ended June 30, 2026

l.Acronyms, Abbrevlations, and Definitlon of Terms

A. Acronyms and Abbreviations

CBK Central Bank of Kenya

ICPAK Institute of Certified Public Accountants of Kenya

IMF Intemational Monetary Fund

IPSAS Intemational Public Sector Accounting Standards

CT County Treasury

NT National Treasury

PFM Public Finance Management.

PSASB Public Sector Accounting Standards Board

WB World Bank

lll
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2. Project Information and Overall Performance

2.1 Name and registered office

o Name

The project's official name Kenya Urban Development Grant (KUSP II)

o Objective

The key objective of the project is to strengthen the capacities ofurban institutions to improve the

delivery and resilience ofurban infrastructure and services, enhance the private sector engagement

in urban planning, and support the transition of refugee camps into integrated host community and

refugee settlements.

o Address

The project headquarters offices are in Wote town, Makueni County, Kenya. The address of its
registered offrce is;

P.O. Box 78-90300
Red Dot Plaza
Wote Machakos Road
Makueni, Kenya

. Branches

The project does not havc branches

o Contacts

The following are the project contacts

Telephone: (+254) 7 212827 84

E-mail : wote.municipality@makueni. go.ke

Website: www.makueni. go.ke

2.2 Projectlnformation

Table l: Project inlormation

Project Start Date 30 - 05 -2024
Prolect End Date 10 - 06 -2028
Proj ect Coordinator Mr Geoffrey Mutinda

Proiect Development Partner WORLD BANK

IV
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Project information and overall performance (continued)

2.3 Project Overview

Toble 2: Projecl overviol

County Department Department of Lands, Urban Development, Environment and Climate
Change

Project number E2O8-KE

Strategic goals of the
project

The strategic goals of the project are as follows

l) Improve urban road infrastructure by upgrading the 0.30 km road
section to paved standards.

2) Enhance mobility and accessibility for motorists, pedestrians,
traders and residents within Wote Town.

3) Improve stormwater management through construction of proper
drainage infrastructure and reduce incidences of flooding and
erosion.

4) Improve pedestrian safety through construction of dedicated
pedestrian walkways and improved road infrastructure.

5) Improve urban aesthetics and cleanliness by replacing deteriorated
gravel surfaces with interlocking concrete block paving.

6) Reduce dust and improve air quality within the project area,
particularly during dry seasons.

7) Promote local economic development by improving access to
commercial and market areas and facilitating movement of goods and
customers.

8) Enhance urban security through installation of streel lighting and
CCTV surveillance systems.

9) Promote climate-resilient infrastructure through improved
drainage and sustainable interlocking concrete paving technology.

l0) Create local employment opportunities by prioritising local
residents and youth groups for suitable unskilled labour during
project implementation.

1 I ) Improve the long-term sustainability of municipal infrastructure
through quality construction, proper supervision and incorporation of
maintenance considerations.

I 2) Promote transparency, accountability and community
participation in the planning, procurement, implementation and
monitoring of the project.

Summary of Project
Strategies for
achievement of
strategic goals

The project management aims to achieve the goals through the following
means:

(i) Competitive procurement ;-contractor execution under
Municipal team supervision.

(ii) Project Management Committee (PMC) oversight.
(iii)Regular site inspections and progress reporting.
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Other important
background
information of the
prolect

The project targets approximately 4,000 m2 of parking and walkways and
the installation of drainage, streetlights and CCTV along the

Co-operative Bank Junction-Ngooni Ndogo section.

Areas that the proj ect
was formed to
intervene

The project was formed to intervene in the following problems/gaps
(i) Urban mobility.
(ii) Drainage/flooding.
(iii) Parking/trafficmanagement.
(iv) Safety and urban environmental/aesthetic needs in Wote

Town.

Project duration The project is expected to be completed within a period of three (3)
months from commencement, inclusive of mobilization, material
procurement, construction, and handover. The proposed timeline will
ensure minimal disruption to ongoing business operations within the

project area.

vl
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the project:

Kenya Commercial Bank
Wote Branch.

2.5 IndependentAuditor

The project is audited by the ;

Auditor General

Office of The Auditor Ceneral

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

2.6 Roles and Responsibilities

The key officers involved in the project implementation are composed of;

Table 3: Kqv responsibilities

2.7 Funding summary

The Project is for a duration of 5 years from2023 to 2028 with an approved budget of US$ 308,992

equivalent to Kshs 40,168,831 as highlighted in the table below:

Dcgrcc and Mastcrs
in Business

Overall supcrvisorI Evcrlyn Mutua Manager - Wotc
Municipality

Financials Reporting2 Shadrack Makau Accounlant Degree, CPAK
SupplyMasters in

chain
ProcurementJ Shadrack Nduto Procurement officer

4 Samucl Manthi Enginccr Dcgrce Tcchnical
supervision

Degree Social work5 Benjamin Musyoka

vll

No I Names Title designation l Kel'qualification l Res po ns ibilities

Social Development
officer
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Project information and overall performance (continued)
Below is the funding summary:
A. Source of Funds

B Application of Funds

(i) Grant
160,928 20,920,61tUrban Development Grant (UDG) -

Kenya Urban Support Programme
308,992 40,168,831 160,928 20,920,6t1

lnsert name of development partner
(ii) Loan

lnsert name of development partner

Insert name of development partner
(iii) Counterpartfunds

Government of Kenya
Total 308,992 40,168,831 r60,928 20,,920,,611 160,928 20,920,611

Grant
Urban Development Grant(UDG)

Kenya Urban Support Programme
160,928 t60,928 20,920,611

lnsert name of development partner

Loan
lnsert name of development partner

lnsert name of development partner

Counterpart funds
Government of Kenya
Total 160,928 20,920,611 0 160,928 20,920,611

vuI

Sorirce bf funds Dcvelopmcnt Prrtner Conrmitment Anlount receivcd to dete - (30t

Jurte 2026)
-tl.'teru[n,"nt I xin-
Pl rlncr currcncv I

(B) I (B')

ndrawn balance to datc

Developnrcnl Pa rtnc
currcnct (USD)

(,\)

Kshs Devrl0pmcnt Pa rln(

-s[!!!J$]!DL( ALTB)

Application of funds Anrount reccivcd to datc
. June 2026)

D.i*ffi*-r rr.t** f-..-
currcncv(USD) I-r--

130' Cunrulative anrount paid
to date - (30rh June 20261-iJ;*k,p;..'ni-l-;
Ptrlller currcnc\ I-- (B) '-11")

Unutilised balance to
(30th Junc 2026j

"rrp-.'nt Pritri" T-
rurrencr(USl)) |

rY.rlr.r

20,920,611
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2.8 Summary of Overall Project Performance:

The program received funding of Kshs 20,920,611 or 52oh of the total project costs. There were no

expenditures relating to the program at the end ofJune 2026.

2.9 Summary of Project Compliance:

The County and particularly Wote Municipal is keen to observe all guiding laws and regulation

and conform to them.

lx
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Project information and overall performance (continued)

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

Introduction

Section 8l(2X0 /Section 164 (2X0 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 of each financial year.

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

a. Improve urban road infrastructure by upgrading the 0.30 km road section to paved

standards

The Municipal is yet to implement its main project under this program. Future implementations
will ensure that the expected outcomes are achieved.

b. Enhance mobility and accessibility for motorists, pedestrians, traders and residents
within Wote Town.

c. Improve stormwater management through construction of proper drainage
infrastructure and reduce incidences of flooding and erosion.

d. Improve pedestrian safety through construction of dedicated pedestrian walkways and
improved road infrastructure.

e. Improve urban aesthetics and cleanliness by replacing deteriorated gravel surfaces with
interlocking concrete block paving.

f. Reduce dust and improve air quality within the project area, particularly during dry
seasons.

g. Promote local economic development by improving access to commercial and market
areas and facilitating movement of goods and customers.

Progress on the attainment of strategic development objectives

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

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

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

identified to fiack progress and performance measurement.
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Below, we provide the progress on attaining the stated objectives: (the entity to provide this idormation as per the table below or in a

more applicableformat to its operations)

Kenya Urban Support

Program II (KUSP II) -
Wote Municipality

To upgrade

approximately 0.30 km

of Wote Town road and

associated urban

infrastructure, including

stormwater drainage,

pedestrian walkways,

street lighting and CCTV

infrastructure.

Improved urban

mobility, accessibility,

pedestrian safety,

drainage, security and

urban aesthetics upon

completion of the

planned works.

Level of implementation

of the approved road and

associated urban

i nfrastrucfure works.

During FY 2025126, the

Municipality received

Kshs.20,920,61I on l2
June 2026 against a final

budget of

Kshs.4O,168,83 l. Due to

the late receipt of funds

and the limited period

remaining before the end

of the financial year,

implementation did not

progress beyond

procurement/preparatory

processes. No

expenditure was incurred

during the year, and the

funds remained in the

dedicated KUSP II bank

['roject Objectivc Outcome Indicator Pcrform ance

xl
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account. The planned

upgrading of

approximately 0.30 km

of Wote Town road,

storrnwater drainage,

pedestrian walkways,

street lighting and CCTV

infrastructure was

therefore not completed

during the reporting

period.

(Customize as per the project objectives)

xll
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xlt I

4. Environmental and Sustainabllity Reporting

1. Sustainability strategy, risk management and prolile

The Kenya Urban Support Program II, implemented by Makueni County Government through

the Urban Institutional Grant (UIG), is mandated to strengthen urban govemance, planning,

and service delivery in municipalities. Its sustainability strategy is anchored on ensuring that

urban services and infrastructure can be maintained over the long term, while balancing

economic growth, environmental conservation, and social inclusion. The program integrates

international best practices in sustainable urban development, aligning,with Kenya's Vision

2030 and the Sustainable Development Goals (SDGs).

2. Environmental performance

The program is guided by an environmental policy that promotes biodiversity conservation,

climate resilience, and responsible waste management.

3. Employee welfare

Makueni County Govemment has adopted policies that promote fair hiring practices, gender

balance, and inclusivity in staffing. Stakeholder engagements are regularly conducted to

refine these policies. Employee welfare is enhanced through training, peer leaming, and

career development programs for municipal boards, staff, and the county executive

committee. Appraisal and reward systems are being strengthened to motivate performance.

The county also complies with the Occupational Safety and Health Act (OSHA) 2007,

ensuring safe working environments in municipal offices, particularly with the

establishment of new records offices and boardrooms.

4. Marketplacepractices-

a) Responsible Supply chain and supplier relations-

Thc projcct shall maintains rcsponsiblc supplicr rclations by honoring contracts.

ensuring timely payments, and promoting transparency in procurement.

b) Responsible ethical practices

Ethical standards are upheld through anti-comrption measures, adherence to

procurement laws, and responsible political involvement. Public sensitization on

grievance redress mechanisms further reinforces accountability.

c) Regulatory impact assessment
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The program safeguards citizen and stakeholder rights by embedding regulatory

compliance in urban planning, land management, and infrastructure development. This

ensures that urban growth remains lawful, equitable, and sustainable.

5. CommunityEngagements

Thc program design is to cngagc stakcholdcrs throughout the implcmcntation and

monitoring framework of the projects

xtv
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5. Statement of Project Management Responsibilities

The Municipal Manager for llote municipality and the Project Coordinator are responsible
for the preparation and presentation ofthe Project's financial statements, which give a true and
fair view ofthe state ofaffairs ofthe Project for the financial year ended on 30'h June, 2026.

This responsibility includes (i) Maintaining adequate financial management arangements
and ensuring that these continue to be effective throughout the reporting period, (ii)
Maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the project, (iii) Designing, implementing and maintaining internal
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 Municipal Manager for Wote municipaliy and the Project Coordinator accept
responsibility for the Project's financial statements, which have been prepared on the IPSAS
Accrual Basis Method of Financial Reporting, using appropriate accounting policies in
accordance with Intemational Public Sector Accounting Standards.

The Municipal Manager for Wote municipality andthe Project Coordinator are of the opinion
that the Project's financial statements give a kue and fair view of the state of the Project's
transactions during the frnancial year ended June 30, 2026, and of the Project's financial
position as at that date. The Municipal Manager for Wote municipality and the Project
Coordinator further confirm the completeness of the accounting records maintained for the
Project, which have been relied upon in the preparation of the Project financial statements and
the adequacy ofthe systems ofinternal financial control.

The Municipal Manager for wote municipality and the Project Coordinator confirm that the
Project has complied fully with applicable Govemment Regulations and the terms of extemal
financing covenants and that Project funds received during the financial year under audit were
used for the eligible purposes for which they were intended and were properly accounted for.

Approval ofthe Project Financial Statements

The Project financial statements were approved by the Municipal Manager for the County

Department of Wote Municipality andthe Project Coordinator on 2!Lfug-2!2!.and signed

by:

(
=

Everlyn Mutua

Municipal Manager Project Cdordinator

xv
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REPUBLIC OF KENYA

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBI
REPUALrc OF XENYA

REPORT OF THE AUDITOR.GENERAL ON KENYA URBAN SUPPORT PROGRAM !I
(KUSP !l) - WOTE MUNICIPAL|TY GRANT NUMBER E208-KE FOR THE YEAR
ENDED 30 JUNE,2026. COUNTY GOVERNMENT OF MAKUENI

PREAMBLE

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

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

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

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

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 aim at addressing the Auditor-General's statutory roles and
responsibilities as provided by Article 229 ol 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 financialstatements Kenya Urban Support Program ll
(KUSP ll) - Wote Municipality Grant Number E208-KE set out on pages 1 to 30, which
comprise of the 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

Report of the Auditor-General on Kenya Urban Supporl Program II (KUSP Il) - llote Municipolity Granl Number
8208-KE for the year ended 30 June, 2026 - County Governnent of Makueni

O'FICT Of IHE AUDITOR.G€I{EfiAL



othe statement of comparison of budget and actual amounts for the year then ended and
a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, Cap.4128. 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.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Urban Support Program ll (KUSP ll) - Wote Municipality Grant Number
E208-KE as at 30 June, 2026 and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the lnter-Governmental Participation Agreement for
KUSP ll between the National Government of the Republic of Kenya and the County
Government of Makueni and the Public Finance Management Act, Cap. 412A.

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)
- Wote Municipality Grant Number E208-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 final receipts budget
and actual on comparable basis of Kshs.4O,168,831 and Kshs.20,920,611 respectively
resulting to an under-funding of Kshs.'19,248,220 or 48o/o of the budget. However, the
Project did not spend the realized receipts of Kshs.20,920,611 resulting to an under-
absorption of Kshs.20,920,611 or 100% of the receipts. The under absorption was
attributed to the delay in disbursement of funds which was received in the project bank
account on 12 June, 2026.

The under-funding and under-absorption affected the planned activities and may have
impacted negatively on service delivery to the residents of Wote Municipality.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other lnformation

The Management is responsible for the Other lnformation set out on pages iv to xiiiwhich
comprise of Project lnformation and Overall Performance, Statement of performance

Report of the Auditor-General on Kenya Urban Support Program II (KUSP ll) - ll'ote ltunicipality Grant liumber
E208-KEfor the year ended 30 June. 2026 - Counly Government of L'lakueni
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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 of the Auditor-General on Kenya Urban Support Program Il (KUSP II) - Wote Municipality Grant Number
E208-KEfor the year ended 30 June, 2026 - County Government of Makueni
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against the project's predetermined objectives, Environmental and Sustainability
Reporting and Statement of Project Management Responsibilities. The Other lnformation
does not include the financial statements and my audit report thereon.

ln connection with my audit on the Program's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenrvise 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 thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Basis for Conclusion



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
Program'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.

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

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

Those charged with governance are responsible for overseeing the Program'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 PublicAuditAct, 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 Public Audit Act, Cap. 4128. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

ln conducting the audit, Article 229(6\ of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities

Report of the Auditor-General on Kenya Urban Support Program Il (KUSP II) - llote Municipality Grant Number
E208-KEfor the year ended 30 June, 2026 - County Government of lvtakueni
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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(1Xa) 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.oaqkenya.oo.ke/aud itor-oenerals-
responsibilities-for-a ud it/. Th is descri ption forms part of my auditor's report

FC
AUDITOR-GENERAL

Nairobi

23 September,2026

Report of the Audilor-General on Kenyo Urban Supporl Program ll (KUSP II) - Wote Municipality Grant Number
E2l8-KEfor the year ended 30 June, 2026 - County Government of Makueni
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Revenue
Revenue Transfers (r 20,920,6fi
Miscellaneous Revenue 7

Total revenue 20,920,611

Expenses
Employee costs 8

Use of goods and services 9

Depreciation and amortization expense l0
Transfer to other Govemment Entities ll
Other Transfers/Subsidies/Grants t2
Finance Costs t3
Certified Works 14

Total expenses

Other gains/(losses)

l5Gain/Loss on sale ofassets
Gain/Loss on foreign exchange transactions t6
Impairment Ioss t7
Surplus/ (deficit) 20,,920,611

7. Statement ofFinancial Performance for the Year Ended 30th June 2026.

The financi tements were approved on _28th Aug 2026 and siBned

Nam

Municipal Manager

28th Aug 2026 28th Aug 2026

Nam

Project Accountant

ICPAK Member No:
28th Aug 2026

il ltWUt Name gar€eel u,rr,JA,t-
Project Coordinator

\6 ro1

tta

:1&

I
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Assets

Current Assets

l8 20,920,611Cash and Cash equivalents
Receivables l9

20Inventories
Prepayment 2t
Total Current Assets 20,920,611

Non-Current Assets
22Property, Plant and Equipment

lntangible Assets 23

24Right of use assets

Total Non- Current Assets

Total Assets (a) 20,920,611

Liabilities
Current Liabilities

25Trade and Other Payables
26Third Party Deposits

Deferred Income 27 20,920,61t
28Current Lease Liabilities

20,920,611Total Current Liabilities

Non-Current Liabilities
28Non-current lease liability

Total Non-Current Liabilities
20,920,611Total Liabilities (b)

Net Assets (a-b)

Represented By:
Accumulated Surplus
Revaluation Reserve

Total Net Assets

8. Statement of Financial Position as at 30th June 2026

The fin I statements were approved on 2.0A!EL2!2!.and signed b

xameWdflr{il UtnO* xamefrasre1 (.rr'^{tr+-
Project Coordinator

[.- &*\
Municipal Manager

28th Aug 2026

Project Accountant

ICPAK Member No:
28th Aug 2026

2

28th Aug 2026

t68o 1

Name
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9. Statement of Changes in Net Assets

Nam UtrcA Name (,fiF€a,e1 Al,rlrJNf-- Name

Municipal Manager Project Coordinator

28th Aug 2026 28th Aug 2026

Project Accountant
ICPAK Member No:
28th Aug 2026

r((01

3

As At l't Ju.ly 2024 (previous FY)

Retum to Exchequer () C)
Surplus/Deficit for the year (,
Revaluation Cain

Transfer of excess depreciation on revaluation (,
Other Changes (specify)

As at 30th June 2025

As At l't July 2025 (current FY)

Retum to Exchequer (-) C)
Surplus/ deficit for the year (,
Prior year adjustment

Transfer of excess deprcciation on revaluation C)
Add: Recognition of Assets

Other Changes (spec{y)

As at June 30,2026

The financial statements were approved on 28s Aug 2026 and sigred by:
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10. Statement ofCash flow for the year ended 30th June 2026

Cash flow from operating activities
Receipts

20920,6t1Revenue Transfers

20,920,611Total receipts

Pavments
Employee costs

Use of goods and services

Transfer to other Govemment Entities

Certified Works
Total payments

20,920,611Net cash flow from operating activities 29

Cash flow from investing activities
(-)Acquisition of non-fi nancial assets (,

Proceeds from sale of Assets
(, (-)Acquisition of Intangible assets

Net cash flows from investing activities

Cash flow from financinq activities
(-)(-)Repayment of Lease Principal

Specify the activiO
Net cash flow from financing activities

20,920,611Net increase/Decrease in cash and cash equivalents
l8Cash and cash equivalent at I't July
l8 20,g2o,,6llCash and cash equivalent at end June

4

Misccllancous Rcvenuc

Other TransferVSubsidies/Grants

LJH
=
-
-I

i--

=
=

H



-The Municipal is yet lo receive grants equivalent to 48% of the budget

-The 096 Budget utilization arose because no expenditure was incurred during FY 2025/2026. The project had not progressed beyond
procurement slage by 3Ah June 2026.Thefunds received remained in the dedicated [Jrban Development Grant bankaccounl.

Kshs Kshs Kshs Kshs Kshs
Budget Carry Overs lrom previous periods

Reccipts
Revenue Transfers 40,1 68,83 r 40,168,83 r 20,920,611 t9.248.220 52%
Miscellaneous Revenue

Total Revenue 40,168,831 ,10,168,831 20,920,611 19,248,220 52'/"

Payments
Employee costs

Use of goods and services

Transfer to other Government Entities
Other Transfers/Subsid ies/Grants

Certified Works 40,1 68,83 l 40,1 68,83 1 0%
Total Payments
Surplus 40,168,831 40,168,831 20,920,611 19,248,220 52'

5

11. Statement of Comparison of Budget and Actual Amounts for the Year ended 30'h June 2026

Actual ou
Cornptrablc
(cash) llasis

Iludget
Uti liza tio n
Differcncc

"/" of
Util izatio

nllccei pts/l'a-v-' rrr ents I tonr

0riginal
Iludgct

Adjustrncnt

it

s

b c=a*b

Finll
Budget

(l e=c-d f=tllc "1,



12. Notes to the Financial Statements

l. General I nformation

Wote Municipality is established by and derives its authority and accountability from Urban areas

and Cities Act. The Municipality is under the Makueni County Government and is domiciled in
Kenya.

The Municipality principal activity is to improve urban quality of life.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined Iiabilities at their present value. The financial statements have been
prepared and presented in Kenya Shillings, the Entity's functional and reporting currency. The
financial statements have been prepared in accordance with the PFM Act, the State Corporations
Act and International Public Sector Accounting Standards (IPSAS). The adopted accounting
policies have been consistently applied to all years presented.

a) Basis of measurement

Under the historical cost basis, assets are recorded at the amount ofcash or cash equivalents paid,
or the fair value of the consideration given to acquire them at the time of acquisition, plus directly
attributable transaction costs. Liabilities are recorded at the amount of consideration received to
assume the obligation, less transaction costs incurred when the Iiability was assumed.

For those assets and liabilities measured at fair value, fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. When measuring the fair value of an asset or a liability, the Entity uses

market-to-observable data to the extent possible. If the fair value ofan asset or a liability is not
directly observable, it is estimated by the Entity using valuation techniques that maximize the use

of relevant observable inputs and minimize the use of unobservable inputs (e.g., by use of the
market comparable approach that reflects recent transaction prices for similar items, or discounted
cash flow analysis). Inputs used are consistent with the characteristics of the asset or liability that
market participants would take into account.

Fair values are categorized into three levels in a fair value hierarchy based on the degree to which
the inputs to the measurement are observable and the significance of the inputs to the fair value
measurement in its entirety:

. Level I fair value measurements are those derived from quoted prices (unadjusted)
in active markets for identical assets or liabilities that the Entity can access at the
measurement date.

. Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level I that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e., derived from prices).

. Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

. The Entity's accounting policy is to recognize transfers between levels of the fair
value hierarchy at the end of the reporting period during which the change
occurred. This policy is consistently applied to transfers into and out ofeach level.

6
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b) Use of Estimates

The preparation of financial statements in conformity with Intemational Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also requires
management to exercise judgment in the process ofapplying the Entity's accounting policies.
The areas involving a higher degree ofjudgment or complexity, or where assumptions and
estimates are significant to the financial statements, are disclosed in Note 5 ofthese financial
statements.

These financial statements were authorized for issue by the accounting officer on 28s Aug,2026

7
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Adoption of New end Revlsed Standerds

New and amended standards and inlerpretations in issue effectivc in the year ended 30

June 2026.

3

t.

IPSAS 43

Leases

Applicable ls January 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 cashflows ofan Entity.
The new standard requires entities to recognise, meiuure and presenl

information on right ofuse assets and lease liabilities.

IPSAS 44:
Non- Current
Assets Held for
Sale and

Discontinued
Operations

Applicable ls January 2025
The Standard requires,
Assets that meet the criteria to be classified as held for sale to be measured a1

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

depreciation of such assets to cease and:

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

separately in the statement of financial position and the results of discontinued
operations to be presented separately in the statement of financial
performance.

IPSAS 45:
Property Plant and
Equipment

Applicable ld January 2025
The standard supersedes TPSAS l7 on Property, Plant and Equipment. IPSAS
45 has additional guidance/ new guidance for heritage assets, infrastructue
assets and measurement. Heritage assets were previously excluded from the

scope of TPSAS l7 in IPSAS 45, heritage assets that satisS the defrnition ol
PPE shall be recognised as assets if they meet the criteria in the standard.
IPSAS 45 has an additional application guidance for infrastructue assets,

implementation guidance and illustrative examples. The standard has clarified
existing principles e.g. valuation ofland over or under the infrastructure assets,

under- maintenance of assets and distinguishing significant parts ol
infrastructure assets.

IPSAS 46:
Measurement

Applicable la January 2025
The objective of this standard was to improve measurement guidance across

IPSAS by:
i. Providing further detailed guidance on the implementation ol

commonly used measurement bases and the circumstances under which
they should be used.

ii. Clariffing transaction costs guidance to enhance consistency across

IPSAS.
iii. Amending where appropriate guidance across IPSAS related tc

measurement al recognition, subsequent mssurement and

measurement related disclosures.
The standard also introduces a public sector specific measurement bases called
the current operational value.

8
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ll. New and amended standards ond inlerpretations in issue but not yet effective in lhe
year ended 30 June 2026,

iii Early adoption of standards

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

9

is standard supersedes IPSAS 9- Revenue from exchange transactions, IPSA
11 Construction contracts and IPSAS 23 Revenue, from non- exchang
ransactions. This standard brings all the guidance of accounting for revenu

der one standard. The objective of the standard is to establish the principl
hat an entity shall apply to report useful information to users of financia
tatements about the nature, amount, timing and uncertainty of revenue and ca

02Jale n a,l ) 6Ib0 ry

ow arising from revenue transactions

PSAS 47
evenue

ransfer Expenses
PSAS 48

lans

etirement Benefi
PSAS 49

e objective is to prescribe the accounting and reporting requirements for th
blic sector retirement benefit plans which provide retirement to public secto

mployees and other eligible participants. The standard sets the hnancia

JaI n 0) )c bd e u 6ury

tatements that should be lanresented a retirement benefit

ploration For

ineral Resources

SAS 50

valuation o

e objective of this standard is to establish the principles that an entity shal
pply to repr.rrt relevant information to users of financial statements about th
ture, amounts, timing, and uncertainties arising .from tangible natural

tangible natural resource held for conservation is a naturally occurrin

Jaleob I nu 02 82ary

it t'l radationible asset that is mana ed to ent its de

urces held lor conservation

angible Natura
esources Hel
or Conservation

PSAS 5l

Applicable I" lanuary 2026
The objective of the standard is to establish the principles that a transfer provider

shall apply to report useful information to users of financial statements about th(
nature, amount, timing and uncertainty of expenses and cash flow arising fron
transfer expense transactions. This is a new standard for public sector entitier
geared to provide guidance to entities that provide transfers on accounting for

such transfers.

Applicable I't January 2027
The objective of this Standard is to speci$ the financial reporting for th(
exploration for and evaluation of mineral resources. The Standard requires:

i. Limited improvements to existing accounting practices for exploratior
and evaluation expenditures.

ii. Entities that recognize exploration and evaluation assets to assess sucl
assets for impairment in accordance with this Standard and measure an1

impairment in accordance with IPSAS 26.
iii. Disclosures that identifu and explain the amounts in the entity's financia

statements arising from the exploration for and evaluation of minera
resources and help users of those financial statements understand tht
amount, timing and certainty ofl future cash flows from any exploratior
and evaluation assets recoqnized.

IPSASB SRS I I

Climate Related
Disclosures

Applicable I't January 2028
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 turd

larqets.
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4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entlties

Revenues from non-exchange transactions with other govemment entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if the
transfer is free from conditions and it is probable that the economic benefits or service potential
related to the asset will flow to the entity and can be measured reliably. To the extenl that there is
a related condition attached that would give rise to a liabiliry to repay the amount, the amount is
recorded in the statement of financial position and realised in the statement of financial
perlormance over the useful life of the assets that have been acquired using such funds.

ii) Revenue from exchange transactions

Finance income

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

b) Budget information

The original budget for FY 2025126 was approved by the County Assembly on 27th June, 2025.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional appropriations
are added to the original budget by the entity upon receiving the respective approvals to conclude
the final budget

c) Property, plant and equipment

Recognltlon and Measurement

The Entity's Property, Plant, and Equipment (PPE) are tangible items held for use in the
production or supply ofgoods and services, for rental to others, or for administrative purposes, and
are expected to be used for more than one reporting period.

An item ofPPE is recognized as an asset if, and only if:

. It's probable that the future economic benefits or service potential associated with the item
will flow to the ministry.

. The cost or fair value ofthe item can be measured reliably.

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 straightJine method of depreciation, as it best reflects the pattem of the
asset's consumption of its future economic benefits or service potentia[. Depreciation begins when

l0
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the asset is available for use and ceases at the earlier of the date the asset is classified as held for
sale or the date of derecognition. The depreciable amount is the cost of the asset less its residual
value. The residual value and the useful life of an asset are reviewed at least at each annual
reporting date. The table below indicates the various classes ofassets and the depreciation rates.

Impairment: The entity assesses at each reporting date whether there is any indication that an
asset may be impaired. If an indication exists, the recoverable amount of the asset is estimated. An
impairment loss is recognized immediately in the statement of financial performance.

An item of property, plant, and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. The gain or loss
arising on the disposal or retirement of an asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in the statement of financial
performance.

d) Lease Liability

A right-of-use asset represents the entity's right to use an underlying leased asset over the lease

term. At the commencement date of a lease, the entity recognizes a right-of-use asset and a lease

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

Recognition

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

is initially measured at cost, which comprises:

o The amount of the initial lease liability.

o Any lease payments made at or before the commencement date, less any lease incentives
received;

. Any initial direct costs incurred; and

r An estimate of the costs to be incurred in dismantling and removing the underlying asset or
restoring the site.

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 accuinulated depreciation,
and any accumulated impairment losses. Right-of-use assets are depreciated on a straight-line
basis over the shorter ofthe lease term or the useful life of the underlying asset.

Depreciation of right-of-use assets is charged to 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 21 - Impairment of Non-Cash-Generating Assets or
IPSAS 26 - Impairment of Cash-Generating Assets, as applicable.

e) Lease Liabilitv

The lease liability is measured at the present value oflease 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.

l1

PPE Item Depreciation Rate
Buildings 2-10%
Motor vchicles l0-t6.67%
Infrastructure assets

Furniture and fittings t2.5%
Computers & ICT Equipment 33.3%

2-20%
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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 ofintangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following
initial recognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairment losses. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred. The useful life of the intangible assets is assessed as

either finite or indefinite. Intangible assets with an indefinite uscful life are assessed for
impairment at each reporting date.

g) Research and development costs

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

recognized as intangible assets when the Entity can demonstrate:

) The technical feasibility of completing the asset so that the asset will be available for
use or sale.

> Its intention to complete and its abiliry to use or sell the asset.

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

D The availability ofresources to complete the asset.

) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete, and the asset is available for use. It is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment
annually with any impairment losses recognized immediately in surplus or deficit.

h) Financialinstruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets and financial
liabilitics, introduccs ncw rulcs for hcdgc accounting and a ncw impairment model for financial assets. Thc
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 liabiliry not at fair value through surplus or deficit, transactioD costs that are directly
attributable to the acquisition or issue ofthe financial asset or financial liability.

Financial assets

Classification

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

assetV equity, or fair value through surplus and deficit on the basis ofboth the entity's management model
for financial assets and the contractual cash flow characteristics ofthe financial asset. A financial asset is

measured at amortiied cost when the financial asset is held within a management model whose objective is

to hold financial assets in order to collect contractual cash flows and the contractual terms ofthe financial
asset give rise on specified dates to cash flows thal 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 contractual cashflows and

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

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

t2
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asset shall be measured at fair value through surplus or deflcit unless it is measured at amortized cost or fair
value through net assets/ cquity unless an cntity has madc an irrcvocablc clcction at initial rccognition for
particular investments in equity instruments.

Subsequent measurement

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

assets rnto amortized cost or fair value categories for financial instruments. Movements in fair value are
presented in either surplus or deficit or through net assets/ equity subject to certain criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent
solely payments ofprincipal and interest, and that are not designated at fair value through surplus or deficit,
are measured at amortized cost. A gain or loss on an instrument that is subsequently measured at amortized
cost and is not part ofa hedging relationship is recognized in profit or loss when the asset is de-recognized
or impaired. Interest income from these financial assets is included in finance income using the effective
interest rate method.

Fair value through net assets/ equity

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

where the asscts' cash flows rcpresent solely payments ofprincipal and intercst, arc mcasurcd at fair value
through net assets/ equity. Movements in the carrying amount 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.

Fair value through surplus or deficit

Financial asscts that do not mect the critcria for amortizcd cost or fair valuc through nct assets/ cquity arc
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.

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 on a continuing basis. An estimate is made of
doubtful receivables based on a review ofall outstanding amounts at the year-end.

Impairment

The entity assesses, on a forwardJooking basis, the expected credit loss ('ECL') associated with its
financial assets carried at amortized cost and fair value through net assets/equity. The entity recognizes a

loss allowance for such losses at each reporting date. Critical estimates and significant judgments made by
managemenl in determining the expected credit loss (ECL) are set out in Nole xr.

Financial liabilities

ClassiJication

The entity classifies its liabilities as subsequently measured at amortized cost except for financial liabilities
measured tfuough profit or loss.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received through
non-exchange transactions (for no cost or for a nominal cost), the cost ofthe inventory is its fair value at the
date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for, as follows:

) Raw materials: purchase cost using the weighted average cost method.

) Finished goods and work in progress: cost ol direct materials and labour and a proportion of
manufacturing overheads based on the normal operating capacity but excluding borrowing costs.

13
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After initial recognition, inventory is mea.sured at the lower olcost and net realizable value. However, to
the extcnt that a class ofinvcntory is distributcd or dcploycd at no chargc or for a nominal charge, that class

ofinventory is measured at the lower ofcost and current replacement cost.

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 of the Municipality.

j) Provisions

Provisions arc rccogrizcd when the Entity has a present obligation (legal or constructive) as a result of a

past event, it is probable that an outflow ofresources embodying economic benefits or service potential will
be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Municipality 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 reimbursement is

virtually certain. The expense relating to any provision is presented in the statement of financial
performance net of any reimbursement.

C onti ngeut I i a biliti e s

The Municipality does not recognize a contingent liability but discloses details ofany contingencies in the

notes to the financial statements unless the possibility of an outflow of resources embodying economic
benefits or service potential is remote.

Contingenl assels

The Municipality does not recognize a contingent asset but discloses details of a possible asset whose
existence is contingent on the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Municipality in the notes to the financial statements. Contingent assets are

assessed continually to ensure that developments are appropriately reflected in the financial statements. If it
has become virtually certain that an inflow of economic benefits or service potential will arise and the

asset's value can be measured reliably, the asset and the related revenue are recognized in the financial
statements of the period in which the change occurs.

k) Nature and purpose of reserves

The Municipality,creates and maintains reserves in terms of specific requirements.

l) Changes in sccounting policies end estimates

The Municipality recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively if retrospective application is
impractical.

m) Employee benefits

Retirement benefit plans

The Municipality provides rctiremcnt bcncfits 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 if the fund does not hold
sufficient assets to pay all cmployee benefits relating to employee service in the cunent 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. Deficis identified are recovered through lump sum payments or increased future
contributions on proportional basis to all padicipating employers. The contibutions and lump sum
payments reduce the post-employment benefit obligation.

n) Forelgn currency transactlons

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 curency monetary items are translated

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

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

14
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the exchange rates at the date when the fair value was determined. Exchange differences arising
from the settlement of monetary items or translation of monetary/non-monetary items at rates
different from those at which they were initially reported are recognized in surplus or deficit in the
penod.

o) Borrowlng costs

Borrowing costs are capitalized against qualiffing assets as part ofproperty, plant and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or
constructed and borrowings have been incurred. Capitalization ceases when construction of the asset is
complete. Further bonowing costs are charged to the statement offinancial performance.

p) Related parties

The Municipality regards a related pa(y as a person or an entity with the ability to exert control
individually orjointly or to exercise significant influence over the Entity, or vice versa. Members ofkey
management are regarded as related parties and comprise the directors, the Principal and senior managers.

q) Serviceconcessionarrangements

The Municipality analyses all aspects of sewice 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 arrangement, the Municipality recognizes that asset when, and only when, it
conrols 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 ofassets other than 'whole-of-life' assets, it controls, through
ownership, benelicial entitlement or otherwise - any significant residual interest in the asset at the end of
the arrangement. Any assets so recognized are measured at their l'air value. To the extent that an asset has

been recognized, the Municipality also recogrizes a corresponding liability, adjuted by a cash
consideration paid or received.

r) Cash and cash equlvalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly
liquid investsnents with an original maturity ofthree 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 subsequent to the financial year end with a significant impact on the financial
statements for the year ended June 30th, 2026.

t5
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Notes to the financial statements

5. Slgnlficant Judgments rnd Sources of Estlmetion Uncertalnty
The preparation of the Municipality's financial statements in conformity with IPSAS requires management

to make judgnrents, estimates. and assumptions that affect the reported amounts of revenues, expenses,

assets, and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.

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

adjustment to the carryrng amount of the affected asset or liability in future periods. State all judgments,

estimates, and assumptions made:

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

date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year, are described below. The Municipality based its assumptions and

ostimatcs on paramcters availablc when thc consolidated financial statcments were prcpared. Howevcr,

existing circurnstances and assumptions about future developments may change due to market changes or

circumstances arising beyond the control of the Municipality. Such changes are reflected in the

assumptions when they occur. IPSAS I .140

Useful llves end resldual values

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

future use and value from disposal:

processes.

D The nature ofthe processes in which the asset is deployed.

) Availability of funding to replace the asset.

D Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate ba.sed on the information available.

Provisions are measured at the management's best estimate of the expenditure required to settle the

obligation at the reporting date and are discounted to present value where the effect is material.

l6
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Notes to the financial stalemcnts

6. Revenue Transfers

a) Details to Revenue Transfers

7. Miscellaneousrevenue

8. Employees Costs

GoK Counter Pa( funding
Transfers from Development partners

Other unconditional transfers (Specify)

Total Unconditional Transfcrs (a)

Conditional Transfers
Transfers from Development partners I 20,920,6t I
Transfers from Development partner 2

Other conditional transfers (specify)

Total Conditional Transfers (b)

20,920,611Total Transfers for the Year (a + b)

Kshs Kshs KshsKshs

GOK Funding

20,920,61 20920,61tDevelopment Partner I

Development Partner 2

20,920,,611 21),920,611Subtotal

Transfers in Kind
20,920,611 20,920,611Total

Kshs Kshs
Interest Income
Others (speci,fy)

T()tal

Basic salaries of permanent employees
Basic wages of temporary employees
Personal allowances paid as part ofsalary
Personal allowances paid as reimbursements
PcrsonaI allowanccs providcd in kind
Pension and other social security contributions
Compulsory national social security schemes

Compulsory national health insurance schemes

Other specify*
Total

t7

Dcscrlptir
ihr

Unconditional Transfers

Namc of "I'hc Entity
1'rrnsfcrring

.Amount
rccognized to
Statcment of

Financial

Amount
d e fcrred

under
d cfcrrcd
income.

Total transfcrs
(Currcnt FY)

performance I

FY 2024t2[25

Defened Income realized

Description FY 2025/2026 Fy 2024t2025

Descrlptl0i ttzst2026
Kshs.,:

t Y 2024t2025



Kenta Urban Support Programn l1 (KUSP I I)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2026

9. Use ofGoods and Services

10. Depreciation and Amortization expense

I l. Transfer to Other Government Entities

12. Other Transfers/Subsidies/Grants

Utilities, surrplies and services
Bank charges

Communication, supplies and services

Domestic traveI and subsistence

Foreign travel and subsistence

Fuel and lubricants
General oflice supplies
Stationery, Printing, adve(ising, and information supplies
Office rent
Training payments

Hospitality supplies and services
Insurance costs

Specialized materials and services
Other oDeratina payments(specifo )
Routine maintenance - vehicles and other transport equipment
Routine maintenance- other assets

Total

Property, Plant and Equipment
Intangible Assets
Right of Use Assets
Othcrs spccifu
Total

Ministry ABC
Proiect XYZ
Deparfrnent xxx
County xxx
Total

Transfers to Non-Govemment Organizations
Subsidies
Others Specify
Total

l8

DescriDtiol
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13. Finance Costs

14. Certified Works

15. Gain/Loss on Sale of Assets

16. Gain/Loss on foreign exchange transactions

17. Impairment Loss

Finance leases (amortized cost)

Unwinding of discount on lease liabilities

Interest on Lease liabilities

Others specify

Total finance costs

Specify

Others Specify

Total

Property, plant and equipment

Intangible assets

Other assets not capitalised

Total gain/loss on sale of assets

Gain on foreign exchange transactions

Loss on foreign exchange transactions C) (,
Total Gain/Loss

Properry, Plant and Equipment

Intangible Assets

Others specily
Total Impairment Loss

19

w 2024t2025
DdsbriDtioi

\' 2025t2026
--.---------.-=
' Kshs ' :,,

,iY 2024t2025
Descripflor

t025t202(

Kshs ,'DescrlD'U0I

". 
. 1t,. , t02,1t2025

Kshs
Descriptiol



Kenya Urban Support Programm I I (KUSP 1I)
Annual Reporl and Financial Statements for the linancial year ended June 30, 2026

18. Cash and Cash Equivalents

Project Bank Accounts

19. Receivables

Aging analysis for Receivables

20,920,611Cash in Bank

Cash on hand

Others (Specify)

20,920,,611Total Cash and Cash Equivalents

Foreign Currency Accounts
Central Bank of Kenya [A./c No. .....']
Kenya Commercial Bank [A/c No: I 3305 17903]

Co-operative Bank of Kenya [A/c No. . . . . .]
Others (specify)

Total Foreign Currency balances
Local Currency Accounts
Central Bank of Kenya [A/c No..... .l

20,920,6t1Kenya Commercial Bank [A/c No: I 3305 I 7903]
Co-operative Bank of Kenya [A/c No. . . . . .l
Others (specify)

Total local currency balances
20,920,611Total bank account balances

Counter Part Funding
Contractor's Advance payments

Other Receivables (specfy)
Total Receivables

7o of the total Comparative
FY

oh of lhe
total

Current
FY

%Less than I year

Between l- 2 years
/oBetween 2-3 years

Over 3 years

Total (a+b)

20
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20. Inventorics

Detailed disclosure on inventories

Consumable stores

Medical supplies
Spare parts and meters

Water for distribution
Other goods held for resale

Catering
(-) C)Less: allowance for impairment

Total inventories at the lower of cost and net realizable
value

Opening balance
Additional Inventory in the year

Inventory expensed in the year

Write-downs in the year

Others specify
Closing balance

Insurance

Rent

Others specily

Total inventories

2t

21. Prepayments

,,07412

K.h*

024tz0z5
Kshi,',,,'r
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Notes to the financial statements
22. Property, Plant and Equipment

FY 2025t2026

FY 202412025

As At lJulv 2025(FY 2025120261

Additions
Disposals (t (i (-) C) (-) Cx) C)

G) (-) G) G)TransferVAdiuslments C)
Revaluation Adiustments
As rt 30tr June 2026 (FY 2025/2026\
Depreciation & lmpairment

(-) G) C) (-) (-) (-)At I July 2025 (FY 202512026) (,
Depreciation (-) (-) C) /-) C) (, (-)
lmpairment (, G) (, (-)

G) (-) (-) (-)TransferV Adiustmens (,
G) C)As at 30ir June 2026(FY 202512026)

Net Book Vrlue rs et 30th June 2026

As at I July 2024(FY 2024120251

Additions
Disposals (, (-) (-) (, (, (, C)

(-) (-)TransferVAdiustments (, C) C)
Revaluation Ad justments

As at 30'r June 2025(FY 202412025)
Depreciation & Impsirment

(-) (-) G) G) (-) (, (tAt lJuly 2024(FY 2023120241

DeDrecialion (-) C) C) C) C) (-) (,
lmpairment (-) C) (, (-)

(-) (-) () (-) (-)TransferV Adjustments
As at 30'r 2025 G) G)
Net book Yalue As rt 30't June 2025

I

22
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Notes to the financial statements

a) Valuation
No asset valuation was done during the year

b) Property, Plant and Equipment at Cost
The program doesn't not have assets under its portfolio

c) Fully depreciated assets
No Property, plant, and Equipment that are fully depreciated

z)

d) Service Concession assets

The Municipality has no heritage assets.

e) Disclosures on capital work in progress

The program does nol have any work in progress lllP
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23. Intangible Assets

FY 2025t2026

FY 2024t2026

Cost/Value at I't July 2025(FY 202512026\
Additions

()Transfers
(-) C)Disposal C) (-,

CostAy'alue at 30th of June 2026
Amortization and impairment
At I't July 2025

Amortization charge for the year
(-)Disposal

(-) (-) (-) (,Impairment loss

At the end of the period
NBV at 30th Junc 2026(FY 202512026)

Cost/Value at I't July 2024(FY 202412026)
Additions

(-)Transfers
(-)(-) (, (-)Disposal

Costny'alue at 30'h of Junc 2025
Amortization and impairmcnt
At l" July 2024
Amortization charge for the year

G)Disposal
(-) G) (-) (,lmpairment loss

At the end of the perlod
NBV at 30ti June 2025

24
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24. Right of Use Assets

FY 2025t2026

FY 202412025

As at I July 2025
Additions in the period

RemeasuremenVAdj ustments
(, (,Disposals/Terminations

As at 30 June 2026

Accumulated Depreciation
As at I July 2025

Charge for the year

C) (, G) C) (,Elimination on
Disposal/Transfer out
As at 30 June 2026

NBV As at 30 June 2026

Cost/Valuation
As at I Julv 2024

Additions in the period
Remeasurement/Adj ustments

(-) (-)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 lune2025

NBV As at 30 June 2025

25

rl Othet
tpCcr

lal
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25. Trade and Other Payables

26. Third-Party Deposits

27. Deferred lncome

Deferred Income Movement Schedule

Trade payables

Employee payables

Total trade and other pavables

FY
202512026 FY 2024t25

7o of the
TotalAgeing analysis: (Tradc and othcr payablcs)

% o//oUnder one year
/o /ol -2 years
o/2-3 years

o/oOver 3 years %
Total (tie to above total)

Contractor's Retention
Graruity
Other deposi* (specify)

Total deposits

FY 202512026
7o of the

Total
FY 2024t2025

7o of the
TotalAginq analysis: (Refundable deposits)

% %Under one year
o/o//oI -2 years

o//o /o2-3 years
O//o /oOver 3 years

Total

Development partner l'

Development partner 2
Others specify
Total Deferred Income

Kshs Kshs KshsKshs
Balance as at I'r July 2025
Additions

(-.r G)
Transfers To Performance Statement
as Revenue G) G)

Balance as at 30th June 2026

26

I

o/" of the
Total

/o
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Notes to the financial statements
28. Lease Liability

Maturity Analysis

Analysed as:

29. Cash Generated from Operations

At the start of the vear
Additions
Discount intcrcst on leasc liability
Paid during the year (, (-)
Adiusfinents
At the end of the year

Y ear 2

Year 3

Ycar 4
Year 5 And Onwards
Less: Unearned Interest (-)

Current
Non- Current
Total

Surplus/Deficit for the year 20,920,6fi
Adj usted for:
Depreciation
Non-cash grants received (-, (-)
Impairment
Gains and losses on disposal of assets -(, -(-)
Workinq capital adi ustments
Increase/Decrease in inventory -(, (-)
lncrease/Decrease in receivables -() -(-)
Increase/Decrease in deferred rncome -(, -(,
Increase /Decrease in payables -(, -(-,
Increase in payments received in advance

Net cash flow from operating activities 20,920,61I

27

Year I
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30. Special Deposit Accounts

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

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

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

(i) A/C Name IAic No13305179031
r00Opcning balance

20,920,611Total amount deposited in the account

Total amount withdrawn

4p20J_!J
Closing balance (as per SDA bank account reconciliation
attachedl
(ii) A/c Name [A/c No......1
Opening balance (as per the SDA reconciliation)
Total amount deposited in the account
Total amount withdrawn

x-Closing balance (as per SDA bank account reconciliation
attached)

28

t

Special Deposit Accounts Movement Schedule
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31, Related Party Disclosu res

Nature of related party relationships

Entities and other parties related to the Entity include those parties who have ability to exercise control or
exercise significant influence over its operating and financial decisions. Related parties include
management personnel, thcir associates and closc family mcmbcrs.

Government of Kenya

The Government of Kenya is the principal shareholder of the Entity, holding 100% of the Erti 4r s equity
interest. The Government ofKenya has provided full guarantees to all long-term lenders of the Entity, both
domestic and extemal.

Notes to the financial statements

Other related Darties include:
i)
ii)
i ii)
iv)
v)

The Parent Ministry.
County Governments
Other SCs and SAGAs
Key management.
Board of Directors.

Transactions with related parties
a) Sales to related parties
Sales ofelectricity to the government agencies

Rent income from the govemment. Agencies
Others (specify) e.g. interest and bank charges

Total
B) purchascs from rclatcd parties
Purchases of electricity from KPLC
Purchase of waler from the govemment service providers

Rent expenses paid to the government agencies

Others (specify)

b) Grants /transfers from the government
Grants from national the government

Grants from county government

Donations in kind
Total
c) Expenses lncurred on behalfofrelated party
Payments ofsalaries and wages for xxx employees
Payments for goods and services for xxx
Total
d) Key management compensation
Directors' emoluments
Compensation to key management
Total

Notes to the financial statements

29
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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 Ministry of xxx
Its ultimate parent is the Govemment of Kenya.

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

I
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13. Anncxes

Annex l: Reconciliation of inter-entity transfers

a. Government Counterpart funding
Bank Statement Date Amount (Kshs) Indicate the FY to which the amounts relate
l2s Junc 2026 20,920,611 FY 2025/26

Total 20,920,611
B Direct payments

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

Total
C Others

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

Total
Total (A+B+C) 20,920,611

xame )Eer€eey r.tlr,JM-
Project Coordinatol
Wote Municipality

Nam
Head of Accounting Unit
Wote Municipality

3l

ProjeG
B rcirk:doii;ri of tranifers thd Countv Govrrnmr: nl of Makueni
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