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i. Project lnf(nmd(u)n and Overall Per t(n mance
1.1 ' Name and registered office
Name

The project’s official name is Kenya Urban Support Program

| Objective

| The key objective of the project is to establish and strengthen urban institutions (o
deliver improved infrastructure and services in participating counties in Kenya.

Address

The project headquarters offices are in Nairobi County, Kenya.

The address of its registered office is: The Ministry of Transport, Infrastructure,
' Housing and Urban Development

State Department of Housing and Urban Development

P.O Box 34477-00100

Nairobi

Telephone number is (254) 340972

The project also has offices/branches in the 45 counties excluding the counties of
Nairobi and Mombasa, and to other eligible urban arcas within those counties.

Contacts: The following are the project contacts

Telephone: Contacts: (254)3 340972
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E’m]ut Enf(n mation and Overall Performance (C ontmucd)

l’r()lcct Information

Project Stdrt Date:

The project start date is 26 July 2017

Project End Date:

PrOJcct Man'lgu

Pr()‘]cct Sponsor:

Project Overview

——————————

Department of the project

Project number

Strategic goals of the project

‘ B
| Line Ministry/State

o |
T'he project is under the supervision of the State

| Housing and Urban Development. \/Imlslly

The strategic goals of the project are as follows:

effective starting date)

The project end date is 31 July 2023 (6 years after

The Plolccl (‘001dmatol is Mr Charles K’ ()nyango

' Investment Project Financing (IPF) and Program for

| Results (P for R) instruments) from the International
t Development  Association (IDA) and counterpart

’ funds from the Government of Kenya ( (JOK)
i

Department of Housing and Urban Development

inthe Ministry  of Transport, Infrastructure.

IDA 61340

(1) Support for the establishment,
operationalization and strengthening of the
institutional [ramework for urban

management as part of the national level
interventions (Window 1)

(i) Strengthening management and
administration of urban finances (including

conditional grants) in Window | ;

(iii) Provision of support for planning, urban
infrastructure, and service delivery in Window
I

(iv) Assist  County  Governments  Address
Urban Development and Management Issues

as. part ol the county level interventions
(Window 2) '

(Vi Easure Urban institutions are established

wl operattonal (UTG mimmum conditions e

The project sponsor is lhrough a hybrid of the |
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achieved) in Window 2

(vi) Ensure Urban institutions are performing |

effectively in delivering urban infrastructure
and scrvices (UDG performance standards are
achieved) in Window 3

Achievement of strategic goals

Other important  background

l i information of the project

The project management aims to achieve the
goals through the following means: Through
institutional arrangements at the national, county

and urban board levels

The project key objective is to establish and
strengthen urban institutions to deliver improved
infrastructure - and  services in  participating

| counties in Kenya.

Current  situation that the

project  was  formed  to

’ intervene

Project duration

The project was formed to intervene in the
following areas: Establish and strengthen urban
institutions to deliver improved infrastructure and

services in participating counties in Kenya

The project started on 26" July 2017 and is

expected to run until 31 July 2023.
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1.4

Bankers

The following are the bankers for the current year:

(i) Central Bank of Kenya- DA Account

HFille Sellassie
Alc No 1000317876

(i) Central Bank of Kenya- KShs Account

Hhille Sellassie

Alc No 1000396946

1.5I Auditors

?eport and Financial Statements for the per/od ended June 30 2022

'l'htl project is audited by the Auditor General. Office of Auditor General, P.O Box 30084 -

00100 Nairobi.

1.6 ’Rolcs and Responsibilities

Lisﬂ the different people who will be working on the project. This list would include the project

manager and all the key stakeholders who will be involved with the project. Also, record their

rohT their positions, and their contact information.

I Names

( hanlcs

1

K’Onyango

: —
I Title designation

Solomon [/\mbwua

Isaac Mungania

Mutunga

Deputy

KUSP  Head
| Development

| Support

Patrick (ul(,hdﬂ]d

C hml()p

Merey i~;irn:mi

En ng. 0.C hallC; - I
L
I

du l(m(’l

-

Deputy THead,
Erban

Vanaeement

Programme Coordinator

[’rogrammu
KUSP Head in Urban Planning and
Urban Management

! R
| Programme Accountant

Planning

C ooldmalm

Institutional

Management

Head of lnhastmuum Mmm%mcnl

Hcad ol (mmls Mana%mcm

and

Key ! Responsibilities
qualification |
Registered Overall programme
Planner | coordination. -
Registered Deputy to programme
Planner coordinator,
Management of Urban
, Planning !
| Land Management of

| Surveyor

Af Ruusluudw ”

‘ Engineer
“Chief
Lconomist

- Certified

| Public

‘ Accountant
Urban Planner
and Survevor

component [ activities

Mcmcwunun of
Infrastructurce Scrvices

Management of Grants

Accounting and

FFinancial Management

Management ol Urban

Planning
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| S()ual safwumds

I)q)ul) lcad, nhastl ucture /\mhltcct
_ Management S o o R |

“Simon Wekesa Deputy Head, Institutional | Economist Monitoring and

r Development and ILvaluation

1 Management
Kenneth Nyaseda Program Environmental Officer Registered Environmental

planner

Esther Maina Program Finance Officer Finance Finance
Maureen Ombuki Program Procurement Officer | Procurement | Procurement
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Project Information and Overall Performance (Continued)
1.8 Summary of Overall Project Performance:

The blgjget for KUSP for the 2021/2022 IFiscal Year is Kshs 650,000,000 of which Kshs. 150,000,000
is the Government of Kenya (GOK) contribution. The programme spent a total of Ksh 572,457,546
(88%) of the budget. Cumulative Programme disbursements stand at 96% for the loan and 91%
overall,

1.8.1 Receipts Utilisation

Under the period under review (2021/2022) the project received KShs 276,210,320 as Loan from
Externall Development Partners from 1DA. This represented 55% of the budget and Ksh 147,397,628
from thl Government of Kenya representing 98% of the budget. The receipts utilisation is as shown in
the bar graph below:

600,@00,000
) C
- —-— s000000Receipts in Kshs Million
Final Budgel
400,000,000
276,210,320 St
300,000,000 :c ual on
Comparable
Basis
200,0(10,000 150,000,000 147,397,628
! 100,000,000
| Proceeds from Domestic Receipts from Loan from External Miscellaneous receipts
and Foreign Grants Government of Kenya Development Partners
}
|
1.8,2 Payments Utilisation

The actual project performance in the period under review (2021/2022) is KShs 572,457,546
representing 88% of the budget of the year which stands at Ksh 650,000,,000. The payments
utilization is as shown in the bar graph below:

700,000,000

630,000,0882,551,416
600,000,000 \ Payments Final Budget
500,000,000 in Kshs Million
{
400,000,000 |
300,000,000 i
200,000,000 |
100 00 20,000,000
100,000,000 - ‘ ‘ ) n » 1,006,130
Compensation of Use of goods and Transfers to Other Other Grants and — Sodial Security Acquisition of
employees services Government Other Payments Benefits Non-financial

|
|

W A Aot
nuties Assets
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Projeet Information and Overall Performance (Continued)

1.8.3 Key Achievements

I ‘ Programme Appraisal Document prepared

ii. Programme Operation Manual (POM) prepared.

iii. Signing of Financing Agreement done on 14th Sep, 2017.

iv. | Implementation Structures: -

V. The National Program Coordination Team (PCT) has been formed with the core team

(Coprdinator and 4 Comp heads) and others key technical officers appointed. In addition, the team
has been sensitized on their roles and responsibilitics.

vi. | Setting up of County Coordination Feams done and operational.

vii. | Formation of Program Steering and Technical Committees done and operational.
viii.l  Ist full Annual Performance Assessment (APA) - Final APA Report done and submitted

on | 18th October, 2018
i

ix. | Briefing of Governors, CECs. and COs in 'eb — March, 2018 on KUSP requirements.
x. | KUSP launched on 23rd April, 2018.
Xi. Conducted County consultations in July and August, 2018 to establish the readiness of

c<>t11ﬁy urban infrastructure proposals for Urban Development Grant (UDG) funding in Financial
Yearl2018/19 and briefed counties on preparations of Annual Municipal Investment Plans.

Xil. Facilitated five Counties (Membasa, Nairobi, Nakuru, Kisumu and Uasin Gishu) to
partidipate in CRP Mission in Bangkok Thailand on 9th to [3th July, 2018.

i, | Conducted CRP/KUSP mission 16th to 26th October, 2018. Counties visited were: -

Nairobi. Mombasa, Nakuru, Uasin Gishu and Kisumu.

<iv. | Counties received UDG for 2018/2019 financial year on 20th December, 201 8
xv. | Facilitated two Counties (Makueni and Nakuru) to participate in the 8th Edition Africities

Summit in Marrakech — Morocco from 20th to 24th November, 2018.

xvi. | Participated in CRP planning workshop in Durban — South Africa, from 26th to 30th
November, 2018.

xvii. | Held 6 steering committee meetings;

a. Ist held on 8th may 2018, which endorsed the fulfillment of the disbursement Linked
Indicators Number One (DL1) Minimum Conditions and disbursement of Urban Institutional Grant
(UIGY

b. k',,‘.ml held on 31st August 2018 10 endorse Draft Fund Report of the First KUSP Annual
Performance Assessment and the Disbursement Schedule for Urban Development Grants (UDG).

Uhis whs deferred pending clarification on the APA process.
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Pm]u,t lnt()l mation dlld ()\Ud“ Performance (Continued)
c. 3rd held on 4th October 2018 which finally endorsed Draft Fund Report of the First KUSP
Anhual Performance Assessment and approved the disbursement Schedule for Urban
Development Grants (UDG)
d. | 4th held on 19th February, 2020 which was to endorsed the disbursement as per findings of
2nd APA report however this was not done instead the committee enormously decided to grant a
week extra days to five municipalities (Kwale, Hola, Rumuruti, Maralal and Marsabit) that had not
qua‘liﬁcd for UDG to submit the required information for to them to qualify.
| &: 5th held on 9th March, 2020, which approved disbursement schedule for 2019/2020
(inancial year.
| (. 6th held on 10th March, 2020, which confirmed minutes of 9th march, 2020.
il UIG for 2017/18 and 2018/19 disbursed to the 45No. countics.
xix.|  Procured six individual consultants to support IPDU.
XX. Facilitated validation of Consultancy services for initial work on classification and
establishment of urban of arcas through County Governments (excluding Nairobi and Mombasa
contract findings workshop of 45No for CECS on 27th March, 2019.
«xi.|  Sensitized on KUSP 45No. Municipal Board Chairmen on 29th March, 2019.
«xii,  Facilitated Governors retreat which included CECs, COs and a Technical officer from
45Np. Counties in Naivasha, 9th to 10th April, 2019. The retreat was on KUSP, KISP, and
Affordable Housing Program. |
xxiiiT Trained 392No. County Program Coordination Team members on Environment and Social
Sal‘cguards (ESSA), Financial Management (FM) and monitoring and evaluation (M&LE) KUSP
requirements in four clusters from 15th to 26th April. 2019.
xxiv.\ Conducted KUSP NPCT - World Bank Joint Implementation Support Mission from 15th
to 29th May, 2019.

xxv.| Held 3no. Technical meetings

a. Held inaugural mecting held on 30th July, 2019.
b. Held the 2nd meeting on 5th August, 2019 where the APA 2 Score Card was reviewed and

agreed upon.

G Held llm 3rd meeting on 17th FFebruary, 2020 which endorsed the 2nd APA report.

XXVI. ll leld NP(“'I‘. WB and IPDU meeting on 9th August, 2019.

wxvii] Held a meeting with UN-Habitat, WB and NPCT with the aim of charting a way forward
on ddveloping ANo. euideline notes for Urban planning. Urban infrastructure and municipal

vides on 23rd Anvust. 2019
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Project Information and Overall Performance (Continued)

xxvi‘i. Held a validation workshop for Municipal Urban Planning Needs and Preparedness for
Kenya Urban Support Program (KUSP) through County Governments on 23rd August 2019.

xxix] NPCT trained as GEMS Trainer of Trainers from 17th to 20th September, 2019

xxx. Conducted County Infrastructure and Affordable Housing Sites Visits from 29th

September to 22nd October, 2019

xxxil  Conducted KUSP ESSA compliance workshop — 14th to 15th November, 2019

wxxii. Conducted 2nd full APA stakeholder’s validation workshop (Steering, PTC, CECM
Urbqn, Governors, the National Treasury, Council of Governors) 15th to 16th November, 2019
xxxi%i. Consultancy services for initial work on classification and establishment of urban of areas
throligh County Governments (excluding Nairobi and Mombasa) — 60 Million completed on 31th
Septr;m ber 2019

XXXV Consultancy services for conducting municipal urban planning nceds and preparedness for
KUSP through County Governments -60M completed on 30th August.2019

«xxv. Undertaken Sth KUSP Implementation Mission ~ 1 1th to 29th November, 2019

xxxvi. Held a meeting with NPCT, WB and ACAL on 3rd December. 2019

xxxVii. NPCT retreat of Final 2nd APA report and analysis of appeals from 20th to 26th January,
202

XXXViii. Consultancy services for initial work on classification and establishment of urban
of arcas through County Governments (excluding Nairobi and Mombasa) — 60 Million -
comh)leted on August, 2019

xxxix. Consultancy services for conducting municipal urban planning needs and preparedness for
KUSP through County Governments -60M-— completed on August, 2019

xl. KUSP participated in 10th World Urban Forum as an exhibitor and facilitate the best
pcrfjorming counties (Kericho and Meru) with reference to APA2 results and other best counties

like|Kirinyaga, Wajir, Migori. Homa Bay. Also facilitated three members of National Assembly.,

Council of Governors and Chairperson Urban Committee.

«li.| Have conducted several need based training with request from the countics/Municipality.
xlit Facilitated and participated on Technical Deep Dive (TDD) conference, held at Naivasha,
29th February to 6th March, 2020.

\:!iii‘. NPCT held virtual consultative meetings with the CoG and Bank with aim of resolving
program fiduciary issucs to enable trigeer disbursement for the financial 2020/2021.

i NPCT held two virtual mission planning mecetings.
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. Py ()|ch Information and ()vc all Performance (Continued)

xlv.| KUSP implementation Support Mission held virtually due to Covid-19 pandemic in April,

202‘ to selected counties.

xlvi.  Disbursed UDG grant in November 2020, May 2021 and June 2021.

1.8.4 Challenges Encountered and recommendations

i. | Technical capacity gaps
|

1.8.5 Possible solutions to the challenges
|

i. | Core M&L team to make continuous follow ups.
il Continues capacity building exercises
1.9 Summary of Project Compliance:

There were no cases of non-compliance with applicable laws and regulations, and essential external

financihg agreements/covenants.
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2 Statement of Performance a rainst Project’s Predetermined Objectives
)

The key development objective of the Project’s 2018-2023 plan is to:

a) 'ﬂo establish and strengthen urban institutions in participating counties in Kenya
b) To deliver improved infrastructure and services in participating counties in Kenya.

Progress on attainment of Strategic development objectives

\
For purposes of implementing and cascading the above development objectives to specific sectors,
all the development objectives were made specific, measurable, achievable, realistic and time-bound
(QMART) and converted into development outcomes. Attendant indicators were identified for

1ec1soms of tracking progress and performance measurement: Below we provide the progress on
attaining the stated objectives:

'l)l()l?tl - \ ()l)JLClI\’C | Outeome E lll(llL‘ll()l i ) l’ul()nﬁ‘uiu )
Urban areas with | To establish and Improved Number of urbdn 59 out 59
approved charters, | strengthen urban Governance and | areas with municipalitics
established boards. | institutions service delivery : approved have approved

| appointed urban : ' charters, ch:n'lc.rs,
managers, and a ‘ | ik hcksd established boards,
budg?t vote |

appointed
managers and have
budget votes

| boards, appointed
- urban managers
and a budget

(meagures
cstablishment of
urban|institutions).

—_ vou"_. ; e = B ==
Urban areas that “To deliver Enhanced i Number of urban 54 urban arcas
| . . | .
i utilize at least 50 improved service delivery | greas that utilize | have utilized their
| percent of the budget | infrastructure | at least 50 budget above 50%.
[ intended for their a
| ultcndfd for theit ] percent of the
. urban investments in "
o budget intended
| their budget vote . . |
for their urban |
(measures . . !
strcng,lrening of lnv.cstmcm\s i
| urban institutions). | their budget vote.
Score in the APA for | To deliver I:nhanced % Score in the 90% (Baxud on :
achievement of urban | improved service delivery APA for Performance
plannin]g infrastructure achievement of Standards No.
i 2 0 &
infi asllucllul , and urban planning, 7,8,9 &10)
service deliver s
f Y infrastructure |
targets by

counties/urban arcas, ' ‘
averaged across all ! |
urban axjcas that

qualify I‘()r the UDG |

(maximgmof25). | |

|

|

|

|

C . 1 USRI S RSN, LY - ]

NY
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3 l( wironmental and Sustdnmblllty Reporting

1. Sustainability strategy and profile
2 | Environmental performance

The|Program has in-built mechanisms to ensure adherence to the Environmental Management and
Coordination Act (1999) as well as the NEMA regulations in all its infrastructure investment
projécts. This is to ensure environmental soundness and sustainability.
3. Employee welfare
All [*zll‘Licipating municipalities are required to ensure that their contractors strictly adhere to the
provisions of Occupational Safety and Health Act (2007) and the applicable regulations in as far as
cmployee safety and welfare are concerned. Further, other legal requirements on gender cquality,
mainSL'cmning of special needs groups (PLWD’s, marginalized and vulnerable groups) are adhered
to.
4. | Market place practices-

All procurement activities are undertaken in strict compliance to the Public Procurement and Asset

dispofﬁal act, 2015 as well as the Bank guidelines to ensure transparency, fairness.

4 Statement of Project Management Responsibilities

The Principal Secretary for the State Department of Housing and Urban Development and the Project
Coordinator for Kenya Urban Support Programme arc 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 and as at the end of the financial year (period) ended on June 30, 2022. This
responsibility includes: (i) maintaining adequate financial management arrangement and ensuring
that these continue to be effective throughout the reporting period; (ii) maintaining proper
accounliﬁg records, which disclose with reasonable accuracy at any time the financial position of
the Pm.jc’cl: (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statement. and ensuring that they are [ree (rom
material misstatements, whether due to error or fraud: (iv) ) saleguarding the assets of the Project; (v)
sclecting and applying appropriate accounting policies: and (vi) making accounting estimates that

are reasonable in the circumstances.

Fhe Principal Secretary for the State Department of Housing and Urban Development and the Project

Coordinaor tor Kenya Urban Support Programme accept responsibility for (he Project’s financial
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xlatunuus \\’thh have been pmpdrui on the (clsh Basis Muhod ol l’mancial Reporting, using

appropriate accounting policies in accordance with International Public Sector Accounting Standards.
|
Statement of Project Management Responsibilities (Continued)

The Principal Secretary for the State Department of Housing and Urban Development and the Project
Coordinator for Kenya Urban Support Programme arc of the opinion that the Project’s financial
statements give a true and fair view of the state of Project’s transactions during the financial
year/period ended June 30. 2022, and of the Project’s financial position as at that date. The Principal
Secretary for the State Department of | fousing and Urban Development and the Project Coordinator
tor Kenya Urban Support Programme 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 as well as the adequacy of the systems of internal financial control.

The Principal Secretary for the State Department of 1 lousing and Urban Development and the Project
Coordinator for Kenya Urban Support Programme confirm that the Project has complied fully with
applicable Government Regulations and the terms of external financing covenants, and that Project
funds re¢eived during the financial year/period under audit were used for the cligible purposes for

which they were intended and were properly accounted for.
Approval of the Project financial statements

The Principal Secretary for the State Department of Housing and Urban Development and the Project

Coordinator for Kenya Urban Support Programme on 2022 and

signed by them.

l

) b‘,]l‘ \' .- ! ! J" } »o J! ‘\“'“ ‘ ) L i“‘
Pr mupdl Souuhuv Project Coordinator Project Accountant:

Name: Mr. Charles M. Hinga, ('BS  Name: Charles K'Onyango  Name: Christopher Kingi
ICPAK Member Number: 9467

N
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REPORT OF THE AUDITOR-GENERAL ON KENYA URBAN SUPPORT PROGRAM
(IDA CREDIT NO.6134 KE) FOR THE YEAR ENDED 30 JUNE, 2022 - STATE
DEPARTMENT FOR HOUSING AND URBAN DEVELOPMENT

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

A. Report on the 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 tqe financial statements.

B. Report on Lawfulness 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 Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of Internal 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, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governanie systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
&

|
!

Opinion

| have audited the accompanying financial statements of Kenya Urban Support Program

(IDA Credit\No.6134 KE) set out on pages 1 to 31, which comprise of the statement of
financial assets as at 30 June, 2022, and the statement of receipts and payments,
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statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Urban Support Program as at 30 June, 2022, and of its financial
performance and its cash flows for the year then ended, in accordance with International
Public Sector Accounting Standards (Cash Basis) and comply with the Financing
Agreement between the International Development Association (IDA) and the Republic
of Kenya dated 14 September, 2017 and the Public Finance Management Act, 2012.

In addition, the special account statement presents fairly, the special account transactions
and the ending balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Urban Support Program
Management in accordance with ISSAI 130 on Code of Ethics. | 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. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter
Weaknesses in the Project Implementation Arrangements

According to the Implementation Arrangements at Schedule 2 of the Financing
Agreement, the State Department for Housing and Urban Development has the overall
responsibility of the operations of the Project. As the Implementing Agency, the State
Department has the responsibility of ensuring that the proceeds of the credit are used for
the intended purposes with attention paid to the principles of economy, efficiency,
effectiveness, transparency and accountability.

Section E.3 of Schedule 2 further provides that the State Department shall enter into a
program participation agreement with the participating Counties which are however
autonomous Government entities independent of the State Department and which are not
recognized as reporting entities in the Financing Agreement.

The operations of the Project entail receipt of donor funds into the Kenya Urban Support
Program Secretariat account through the State Department, which are then transferred
to the participating County Governments’ accounts for the implementation of the agreed
projects at the County level.

Given the autonomy of the participating County Governments, it is therefore difficult for
the State Department (Implementing Agency) to enforce accountability in the Counties
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for funds received and projects implemented through the Project Secretariat. Further,
some of the County Projects were implemented long after the disbursement of funds to
the Municipalities. In future, the Financier and the Implementing Ministry or State
Department should include a clause in the Financing Agreements to cause the
participating County Governments to account for the operations separately.

My opinion is not modified on the effects of this matter.

Key Audit Matters

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

Other Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis amounting to Kshs.650,000,000 and Kshs.423,607,948
respectively resulting to an under-funding of Kshs.226,392,052 or 35% of the budget.
Similarly, Management spent an amount of Kshs.572,457,546 against an approved
budget of Kshs.650,000,000 resulting to an under-expenditure amounting to
Kshs.77,542,454 or 12% of the budget.

The underfunding and underperformance affected the planned activities and impacted
negatively on service delivery to the public.

2. Delayed Counterpart Funding

The statement of receipts and payments reflects a loan from external development
partners amount of Kshs.276,210,320 received from International Development
Association (IDA) and an amount of Kshs.147,397,628 received as counterpart funding
from the Government of Kenya. Paragraph 1.7 of the financial statements on the funding
summary reflects total commitment on donor (IDA) funding of Kshs.31,020,000,000 and
counterpart funding from the Government of Kenya amount of Kshs.2,068,000,000.
Further, the total cumulative donor funding as at 30 June, 2022 amounted to
Kshs.29,440,326,528 representing 95% of the total donor financing projection while that
of the counterpart funding amounted to Kshs.330,270,916 representing 16% of the total
counterpart financing projection. With the closing date of the Project of 31 July, 2023, it
is doubtful that the donor (IDA) financing balance of Kshs.1,579,673,472 or 5% and the
Government’s counterpart financing balance of Kshs.1,737,729,084 or 84% all totalling
to Kshs.3,317,402,557 will be disbursed to fund the Project’s activities before the Project
closure date.

Delays by the Government in releasing counterpart funds impacts negatively on Project
implementation and development for the citizens.
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3. Pending Bills

Note 12.1 to the financial statements reflects pending accounts payable of
Kshs.7,054,118 and as further disclosed in Annex 3(a) to the financial statements.
Included in the pending accounts payable are invoices amounting to Kshs.2,384,600 that
have been long outstanding. However, Management has not provided reasons for non-
payment of the bills which exposes the Project to the risk of incurring interest and
penalties.

Failure to settle bills during the year to which they relate adversely affects the provisions
of the subsequent year as the form a first charge.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

During the year under review, various counties were sampled for physical verification of
various contracts undertaken by the Projects. However, various unsatisfactory
observations were made as follows:

1. Kericho County (Kericho Municipality)

1.1 Delay in Construction of Storm Water Drainage Facilities

The County Government of Kericho entered into a contract for the construction of storm
water drainage facilities at Kapsuser, Kapsoit, Nyagacho and Majengo areas at a total
contract sum of Kshs.97,700,768. During the year under review, an amount of
Kshs.67,888,219 was paid to the contractor. The works were to be completed within 12
months with expected completion date of 21 May, 2022. However, physical inspection
in the month of August, 2022 established that the works at Kapsuser on backfilling
and installation of french drains were incomplete while backfilling and drainage works at
Nyagacho were yet to be completed.

Further, the County Government entered into another contract with a contractor on
23 May, 2019 for construction of storm water facility within Kericho Town for a period of
two (2) years at a contract sum of Kshs.138,859,917. During the year under review, the
contractor was paid a total of Kshs.42,392,433.

Physical verification in the month of August, 2022, revealed that the works which were to
be completed by 23 May, 2021, was yet to completed and was at 92% with very minimal
works ongoing and poor workmanship already noted on completed works. The contractor
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had requested for four (4) extensions of the contract period. However, Management did
not provide adequate explanations on why the extensions were done.

In addition, the contractor had not completed road marking and road signage, the
drainage works at the County Assembly were incomplete while the french drains and
backfilling of the road shoulders were yet to be done.

1.2 Delay in Delivery of Fire Fighting Truck

The County Government of Kericho also entered into a contract with a contractor for
construction of a fire station and structural improvements at Uhuru Garden for a period of
one year at a total contract sum of Kshs.46,942,144 on 23 May, 2019. During the year,
the contractor was paid a total of Kshs.13,018,242. Review of the bill of quantities
provided for audit indicated that a provisional sum of Kshs.14,500,000 was set aside for
the purchase of a fire truck. However, physical inspection in the month of August, 2022
revealed that the fire truck had not been delivered. There was no evidence of extension
of the contract and no reason was provided for failure to recover liquidated damages as
per the contract terms.

In the circumstances, the Public has not obtained value for money on the above contracts.

2. Homa Bay County (Homa Bay Municipality) - Delay in Completion of Road
Works

The County Government of Homa Bay entered into a contract for the upgrading to
bitumen standards of junction C-19 to Tom Mboya University Junction Link Road for a
period of one year and at a contract sum of Kshs.44,370,899 on 12 May, 2021. During
the year, a total amount of Kshs.34,620,952 was paid for the road works. However,
physical inspection exercise carried out in the month of July, 2022 revealed that road
furniture works amounting to Kshs.775,000 had not been done yet the contract period
lapsed on 12 May, 2022. No reason was provided by Management for the delay in
completion of the road works.

In the circumstances, the residents of County of Homabay has not obtained value for
money on the contract.

3. Bomet County (Bomet Municipality) - Improvement of Longisa Town Roads

The County Government of Bomet entered into a contract for the improvement to bitumen
standard of Longisa Town roads. The contract sum was of Kshs.49,242 441 with the date
of commencement of contract being 3 January, 2022 for a contract period of ten (10)
months ending on 3 November, 2022.

Physical verification in the month of July, 2022 revealed that the amount certified as at
30 June, 2022 was Kshs.15,329,416. However, the professional opinion was given after
the contract award date. It was also noted that the contract period had contradicting
durations with the signed contract indicating six (6) months while the progress reports
indicated ten (10) months. This is contrary to Regulation 23 (a) of the Public Procurement
and Asset Disposal Regulations, 2020 which requires that an Accounting Officer to
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ensure that procurement and asset disposal contracts are entered into lawfully and
implemented accordingly.

In addition, review of interim payment certificate (IPC) No. 1 revealed that a contingency
sum of Kshs.950,000 that was paid. However, the supporting documents and the
approval of the amount were not provided for audit contrary to Section 139 (2) of the
Public Procurement and Asset Disposal Act, 2015.

In the circumstances, Management was in breach of the law.
4. Migori County (Migori Municipality)
41 Awendo Municipality Phase Il

The County Government of Migori entered into a contract for construction of an ultra-
modern market, washrooms, cabro paving of paths and landscaping for Awendo
Municipality Phase lll at a contract sum of Kshs.55,795,422 for a contract period of six
(6) months ending on 30 June, 2022. The amount certified as at 30 June, 2022 was
Kshs.20,290,012. However, physical verification exercise in July, 2022 revealed the
following issues:

(). No separate procurement and monthly progress report files were maintained
contrary to Section 68 of the Public Procurement and Asset Disposal Act, 2015.

(i).  The signed form of tender was missing and there was no evidence of provision of
performance bond or bid security by the contractor as required by Regulation 106
(7) of the Public Procurement and Asset Disposal Regulations, 2020.

(i).  The signed bills of quantities and specific conditions of the contract were not
provided for audit contrary to Section 70 (6) of the Public Procurement and Asset
Disposal Act, 2015.

(iv).  The project was about 60% complete against the actual time lapse of 90%, and
was therefore behind schedule. The remaining works included installation of
worktops, cabro works, landscaping, water tank installation and installation of a
high mast. However, no request for extension of works was provided for audit.

4.2 Rongo Municipality Phase Il

The County Government of Migori entered into a contract agreement with a contractor for
the installation of solar powered street lights in Rongo Municipality Phase Ill at a contract
sum of Kshs.42,843,295. The date of commencement was 17 January, 2022, for a six (6)
months period ending on 30 June, 2022. Amount certified as at 30 June, 2022 was
Kshs.39,518,244. However, the signed form of tender was not provided for audit and
there was no evidence of provision of performance bond or bid security by the contractor
as required by Regulation 106(7) of the Public Procurement and Asset Disposal
Regulations, 2020.
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Further, the signed bills of quantities and specific conditions of the contract were not
provided for audit as required by Section 70 (6) of the Public Procurement and Asset
Disposal Act, 2015 and the branded solar powered street lights were installed in an area
where the County Government had previously installed the same leading to duplication
of the project.

4.3 Ombo Modern Market Migori Municipality Phase il

The County Government of Migori entered into a contract with a contractor for the
construction, fabrication and erection of steel tower and water tank, underground water
tank and associated works, flood light and supply of stackable heavy-duty steel skip at
Ombo Modern Market Migori Municipality Phase Ill. The contract sum was
Kshs.34,793,828 and commencement date of 17 January, 2022 for a contract period of
six (6) months ending on 30 June, 2022. The amount certified as at 30 June, 2022 was
Kshs.31,066,159. However, the signed form of tender was not provided for audit and
there was no evidence of provision of the performance bond or bid security by the
contractor required by Regulation 106 (7) of the Public Procurement and Asset Disposal
Regulations, 2020.

Further, the signed bills of quantities and specific conditions of the contract were not
provided for audit as required by Section 70(6) of the Public Procurement and Asset
Disposal Act, 2015. In addition, despite the completion of this project in June, 2022 and
the previous construction of 420 market stalls at Ombo modern market in June, 2020, the
market was not operational. No explanation was provided for this anomaly.

In the circumstances, Management was in breach of the law and value for money on the
project may not have been obtained by the public.

5. Nyamira County (Nyamira Municipality)

5.1 Delay in Upgrading of Public Works Offices - CDF Offices - Nyamira Hospital
Junction

The contract for the works was awarded at a total contract sum of Kshs.82,859,330. The
contract period was 12 months from 30 April, 2021 to 4 April, 2022. Physical verification
exercise In the month of July, 2022 revealed that the road was approximately 21%
complete with an amount of Kshs.8,869,921 already paid to the contractor. However, the
contractor was not on site and no works were ongoing. The contractor requested for an
extension of time for six (6) months up to 30 October, 2022 citing several reasons for
delay of the works, which was not granted. Therefore, the contract period had lapsed but
the works were incomplete.

5.2 Delay in Upgrading of (B5) Borabu Inn - Golan Heights Resort - Juakali -
Nyamira Boys - (B5) Nyabite Market Road - Phase |

The contract was awarded on 4 June, 2019 at a total contract sum of Kshs.104,373,213.
The contract was for twelve (12) months from on 5 August, 2019 to 4 August, 2020.
Physical verification exercise carried out in July, 2022 revealed that the road was
approximately 97% complete with an amount of Kshs.100,578,266 already paid to the
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contractor, translating to 97% of the contract sum. Review of records indicated that the
contract had been extended for 26 weeks to 5 February, 2021 and a further 24 weeks to
20 August, 2021. The contractor cited late payment for works done as part of the reasons
for the delay in completion of the contract.

5.3 Delay in Transfer of Funds from County Revenue Fund to KUSP Special
Purpose Account

Review of records during the audit inspection exercise carried out in the month of
July, 2022 revealed that Nyamira County Government had not remitted an amount of
Kshs.128,256,457 being the funds that were budgeted for in the annual development plan
(ADP) of the Project. The funds were still being held in the County Revenue Fund account.
No reason was provided by Management to explain the delay in disbursements of the
funds to the project account contrary to the provisions of Regulation 74(5) of the Public
Finance Management (County Governments) Regulations, 2015.

In the circumstances, the expected benefits of the project to the public may not be
realized.

6. Baringo County - Delay in Kabarnet Municipality Works

The County Government of Baringo entered into a contract agreement for Infrastructure
Development - Anyiny-Juakali Road, Municipal Market Phase |l, and Recreational Park
at Kabarnet Municipality the works on 20 December, 2021 at a contract sum of
Kshs.56,596,100. During the year under review, the contractor was paid an amount of
Kshs.12,033,737. According to the half-yearly progress report dated 30 June, 2022, the
works were at 40% complete, and the contract expired on 20 July, 2022 and the contractor
had requested for an extension which had not been granted.

Further, the performance bond provided of Kshs.2,829,804 expired on 21 June, 2022 and
had not been renewed as required. No reason has been provided for failure to complete
the project as per the contract agreement.

In addition, review of the progress report on rehabilitation of Kabarnet Municipal Market,
Construction of Drainage Works and Cabro Paving of Pedestrian Walkways in Kabarnet
Municipality dated 30 June, 2022, indicated that the project was 90% complete and the
traders had taken over the municipal market despite the project being incomplete.

Further, according to the grand summary reported in the Interim Payment Certificate (IPC)
No. 2, there was overpayment of some bill items totalling to Kshs.3,787,510. No
explanation was provided for this anomaly.

In the circumstances, the public may not have obtained value for money for the delayed
projects.
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7. Kisii County (Kisii Municipality) - Delay in Project Implementation

The Construction of Daraja Mbili — Elimu Umoja Road and Augmentation of Huduma
Centre — Kisii Hotel Drain and Associated Works contract was awarded on 23 April, 2021
at a contract sum of Kshs.50,594,197. The contract period was twelve (12) months from
28 July, 2021 to 28 July, 2022. However, physical verification in the month of July, 2022
revealed that the road was approximately 56% complete with an amount of
Kshs.14,251,270 already paid to the contractor, which translates to 28% of the contract
sum.

Further, the contractor requested for extension of time on the contract siting various
reasons for the delay in works including obstruction of electrical poles, lack of design both
geometric and pavement as well as lack of engineering drawings, changes in sequence
and timing of works. The extension was granted for 85 days to
21 October, 2022. However, the delays in the works and the reasons thereof point to poor
feasibility studies of the project carried out by the County Government which should have
identified these issues at the planning stage of the project.

In the circumstances, the public may not obtain value for money on the contract.
8. Taita Taveta County (Taita Taveta Municipality)
8.1 Irregular Consultancy Services

The tender for the provision of the consultancy services and Environmental and Social
Impact Assessment for the Modernization of Mwatate Market was awarded at a contract
sum of Kshs.1,750,000 which was fully paid. However, the tender advertisement
documents, list of prequalified contractors and service providers were not provided for
audit. Therefore, it was not possible to determine how the winning consultant was invited
for the tender/contract contrary to Regulation 33(3) of the Public Procurement and Asset
Disposal Regulations, 2020.

Further, a tender for carrying out Environmental Impact Assessment (EIA) for road
networks (700M) leading to the Governor’s Office Mwatate Sub-county was awarded at
a contract sum of Kshs.499,032. However, the tender advertisements, list of prequalified
contractors and service providers were not provided for audit. It was not possible to
determine how the consultant was invited for the tender contrary to Regulation 33(3) of
the Public Procurement and Asset Disposal Regulations, 2020.

8.2 Proposed Modernization of Mwatate Market

The tender for the proposed modernization of Mwatate Market was awarded at a contract
sum of Kshs.48,770,254. Review of records indicated that a tender addendum No.1 was
issued on 15 September, 2020. The amount paid up to July, 2022 amounted to
Kshs.49,896,925 comprising of seven (7) payment certificates totalling to
Kshs.48,243 908 and a retention amount of Kshs.1,653,017 thereby leading to an
overpayment of Kshs.1,126,671.
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In the circumstances, Management was in breach of the law.
8.3 Delay in Project Implementation

Tender for the rehabilitation of Mwatate County Administration offices access road,
construction of 4-door modern toilets, construction of garbage receptacles, construction
of parking and walkway and supply and installation of solar street lighting was awarded
at a contract sum of Kshs.48,162,006 on 8 August, 2019. The amount certified for
payment at 89% completion of the works was Kshs.40,167,148 which was fully paid by
the Municipality of Mwatate.

However, physical verification during the month of July, 2022 revealed that the project
had stalled. Management explained that the unpaid amount of Kshs.7,994,858 was not
provided by the County Government of Taita Taveta as agreed. However, the agreement
or associated documents showing how the funding was to be shared between the
Municipality and the County Government were not provided.

In the circumstances, public has not obtained value for money on the contract.
9. Uasin Gishu County (Eldoret Municipality) - Delay in Project Implementation

The County Government of Uasin Gishu entered into a contract for the upgrading of sixty-
four (64) Stadium in Eldoret Municipality at a contract sum of Kshs.1,163,563,925. The
work commenced on 14 June, 2021 for a contract period of 15 months and expected
completion date of 9 August, 2022. According to the progress report of June, 2022, the
percentage of works completed was 46% against a lapsed period of twelve (12) months
or 80% of the contract period. The project is thus behind schedule.

In the circumstances, the expected benefits of the project to the residents of Uasin Gishu
may not be realized.

10. Kitui County (Kitui Municipality) - Stalled Project - Construction of
Kithomboani Modern Market

The County Government of Kitui entered into an agreement for the Construction of
Kithomboani Modern Market at a contract sum of Kshs.351,585,554. The project
commenced on 25 June, 2019 and was expected to be completed by 6 September, 2021.
An audit inspection exercise carried out in the month of July, 2022 revealed that total
payments made to the contractor by 30 June, 2022 amounted to Kshs.208,131,131 or
59% of the contract sum, while the progress of works was at 85%. The Project had
however stalled and the contractor was no longer on site.

In the circumstances, the expected benefits of the project to the residents of Kitui may not
be realized.
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11. Machakos County (Machakos Municipality) - Delay Projects Implementation

The County Government of Machakos entered into a contract for the construction of
Kathemboni Road in Machakos Municipality at a contract sum of Kshs.117,515,928. The
works were to be completed within six (6) months in May, 2022. The Municipality had paid
the contractor an amount of Kshs.29,088,148. However, the project was yet to be
completed and progress of works was at 37% against time lapse of 133% as at
02 August, 2022. No reason was provided by Management for the delay in completion of
works.

In the circumstances, the expected benefits of the projects to the public were not
realized.

12. Nyeri County (Nyeri Municipality) - Delay in Operationalization of Nyeri
Municipal Bus Terminus

The County Government of Nyeri entered into a contract for the construction of Nyeri
Municipal Bus terminus at a contact sum of Kshs.575,688,291 on 27 May, 2019. Physical
verification in the month of July, 2022, revealed that, although the market works had been
completed, the contractor had not handed over the project to the County Government.

In the circumstances, the expected benefits of the project to the public were not
realized.

13. Samburu County (Maralal Municipality)
13.1 Unsatisfactory Project Implementation - Trade Market

The County Government of Samburu entered into a contract on 30 June, 2020 for
construction of a modern market in Maralal Municipality. The contract duration was one
(1) year at a total contract sum of Kshs.53,981,760. The project expected completion date
was 30 June, 2021. The total amount paid to the contractor as at 30 June, 2022 was
Kshs.51,282,672. Physical verification in the month of July, 2022, revealed that the
project was handed over on 30 June, 2022 a delay by one year without approval.

Further, the fire-fighting equipment, external pavements and cabro-paving had not been
completed while bitumen had not been applied on the cracks of the joints on the roof top
to avoid water leakages. The certificate of substantial completion acknowledging the
completion of the project works and defect liability certificate to the contractor were not
provided. No explanation was provided by the Management on how the remaining works were
to be completed.

13.2 Unsatisfactory Implementation of Project — Maralal Municipality

Similarly, Management entered into a contract for cabro works and storm water drainage
at Maralal Municipality on 26 July, 2021 at a contract sum of Kshs.48,510,769. During
the year, the contractor was paid a total of Kshs.32,642,800. However, Physical
verification in the month of July, 2022 revealed that the cabro works and drainage had
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not been done between Buffalo area to Wambu Hardware Street quoted at
Kshs.7,050,000 as per the bill of quantities but had been reported as completed as per
the measurement sheet of the works prepared on 31 March, 2022. Further, no significant
work had been done from the Mosque to Tower Street quoted at Kshs.2,950,000 in the
bill of quantities, yet these works had also been reported as complete from the
measurement sheet.

In the circumstances, the public did not obtain value for money from the contract.

14. Turkana County (Lodwar Municipality)

14.1 Unsatisfactory Construction of Street Parking Lots and Street Lights

The contract for construction of street parking lots (cabro works) and installation and
commissioning of solar street lights and flood lights in Lodwar Municipality was awarded
at a contract sum of Kshs.94,428,477 for both cabro works and street lighting as per
tender documents provided. However, physical verification in July, 2022 revealed that a
total amount of Kshs.41,639,875 had been paid to the contractor in relation to the cabro
works done. Further, all the original documentation relating to the contract were not
provided for as they were said to have had been taken by the Ethics and Anti-Corruption
Commission (EACC) for an ongoing investigation. Further, physical count of all the street
lightings revealed that only thirty-two (32) No. street lights had been installed against one
hundred and thirty-six (136) as per the contract agreement. No explanation was provided
for the failure to install the other one hundred and four (104) street lights. No further
measurements of works had been made on the contract since the first payment despite
the fact that the contract was 100% complete.

14.2 Unsatisfactory Construction of a Fire Station and Street Lights

The contract for construction of a fire station and installation of solar powered street lights
and flood lights in Lodwar Town was signed on 11 July, 2019 at a contract sum of
Kshs.87,277,623 and a contract period of 52 weeks. The initial completion date was
10 July, 2020. The project comprised of construction of a fire station at a contract sum of
Kshs.53,297,623 and installation of solar powered street lights and flood lights in Lodwar
at a sum of Kshs.33,980,000. Included in the construction of the fire station was a
proposed four hundred (400) meter long masonry walling, gates and gate house at the
fire station at a cost of Kshs.13,132,340. This comprised of external walling at
Kshs.3,822,740, metal works Kshs.3,995,200, finishes Kshs.914,400 and provisional and
PC sums of Kshs.4,400,000.

However, physical verification exercise in the month of July, 2022 revealed that although
the contractor had been paid the full amount of the contract sum of Kshs.87,277,623, the
percentage of the physical work completion was approximately 90% and the masonry
walling had been done half way. The supporting documentation such as structural
drawings, designs and specifications approvals and committee minutes in relation to
payment of the provisional sums amounting to Kshs.4,400,000 were not provided.
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Further, a comparison of the bill of quantities (BQ) and the actual work done in relation to
installation of solar powered street lights and flood lights revealed the following
discrepancies;

(i). According to the BQ, the contractor was to install 8M high hollow silver galvanized
steel but a 6M high hollow silver galvanized steel were installed.

(ii). The contractor installed 120AH solar battery deep cycle instead of the 200AH solar
battery deep cycle as specified in the BQ.

(ii). - A100WP 17.5 V high efficiency solar panel was installed instead of 120WP 17.5V
high efficiency solar panel specified in the BQ.

(iv). | A 400W floodlight LED fitting complete with control gear and tabular lamp 220 -
240v, 50HZ, 120 beam angle water proof daylight was installed instead of a 500W
floodlight LED fitting as provided in the BQ.

(v).  The Contractor was to install two (2) high-mast lighting poles 24 meters high mild
steel hot- deep galvanized and spray coated treatment, rust proof average radius
of 100mm fixed on to concrete columns with steel gussets and rawl bolts and
complete with portable winch for lowering and raising the flood lights for servicing
purposes. However, 18 meters and 12 meters high masts floodlights were
installed. Further, the installed floodlights did not have a portable winch for
lowering and raising the flood lights for servicing purposes.

(vi).  There was no authority or supporting documentation such as approvals and
committee minutes in relation to payment of the contingency sums amounting to
Kshs.300,000.

In the circumstances, the County Government of Turkana did not obtain value for money
on the contract.

15. Trans Nzoia County (Kitale Municipality) - Delay in Project Implementation

The contract for the construction of Multi-Storey Business Complex for County
Government of Trans Nzoia was signed on 25 June, 2018 at a contract sum of
Kshs.874,280,383 for a contract period of 728 days. The commencement date for the
contract was 10 June, 2019 and the initial completion date was 10 June, 2021. However,
the contract period was later revised to 30 November, 2021. The actual amount certified
as at 1 June, 2022 was Kshs.569,611,410 while the actual amount paid was
Kshs.461,603,521. The percentage of the physical work done as at 1 June, 2022 was
85%. However, an audit inspection exercise carried out in the month of July, 2022
revealed that the project was behind schedule and the percentage of time lapsed was
123% against a physical completion of 85%. Management did not provide explanation for
the delay in completion of the Project.

In the circumstances, the public may not have obtained value for money from the contract.
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16. Wajir County (Wajir Municipality) - Delay in Project Implementation

The County Government of Wajir awarded two projects through open tender for the
construction of non-motorized transport in Wajir Municipality at a contract sum of
Kshs.42,935,080 and the construction of Soko Mjinga 2 (Soko County Access) road at a
contract sum of Kshs.34,932,942. Review of records revealed that the amounts paid on
the two contracts as at 30 June, 2022 were Kshs.11,651,695 and Kshs.6,702,174
respectively. During physical verification exercise carried out on 27 July, 2022 the
following issues were however noted:

(). The payment of Kshs.6,702,174 to one of the contractor was not supported with a
summary of work done and bill of quantity extract showing the works paid for.

(). The contract agreements for the two projects did not indicate the completion date
for the projects.

(iii). The project Managers did not prepare status reports for the two (2) projects and
therefore, it was not possible to confirm whether the payments of Kshs.11,651,695
and Kshs.6,702,173 for non-motorized transport in Wajir Municipality and
construction of Soko Mijinga 2 (Soko County access) respectively were
commensurate with the works carried out for the projects.

(iv). The contractor was not on site for the Soko Mjinga 2 (Soko County access) project.
In the circumstances, the public may not have obtained value for money on the contract.
17. Garissa County (Garissa Municipality)

17.1 Irregular Construction of Road

The County Government of Garissa awarded the Upgrading to Bitumen Standard of
Galbet Township Access Road contract at a contract sum of Kshs.81,825,853 in the
financial year 2019/2020. Review of records indicated that the contractor had been paid
an amount of Kshs.55,502,069 in 2020/2021 and previous financial years.

Further, the works certified and paid for during the financial year 2021/2022 was
Kshs.17,915,040 making a total payment of Kshs.73,417,109 for the project. Included in
the total payment is an amount of Kshs.15,043,000 related to culvert and drainage works
which was originally tendered at an amount of Kshs.11,404,250 leading to unsupported
overpayment of Kshs.3,638,750. This was contrary to contrary to Section 139(1) of the
Public Procurement and Asset Disposal Act, 2015.

Further, physical verification on 1 August, 2022 revealed that the drainage works were
poorly done and some culverts were dysfunctional and not in use.
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17.2 Variation of Contract Prices

Review of tender documents, tender committee minutes and other records provided for
audit revealed that Management made variation of two (2) contracts for the following
projects:

Original Revised
Contract Contract
Price Price| Variation [Variation
Project Name (Kshs.) (Kshs.) (Kshs.) (%)

Proposed Storm Water Drainage 91,458,775| 101,643,235 10,184,460 11%
and Pedestrian Walkways

Proposed Construction of Qorahey 74,341,042 83,959,580 9,618,538| 13%
Market

Available information revealed that the variation of the contracts was initiated by the
project managers and approved by Garissa Municipality Board. However, the Board
minutes approving the variation were not provided for audit contrary to Section 139 (1) of
the Public Procurement and Asset Disposal Act, 2015.

In the circumstances, Management was in breach of the law.
18. Kilifi County (Kilifi Municipality) - Delay in Completion of Project

The County Government of Kilifi entered into a contract agreement for the construction of
a fire station and emergency centre for a period of one year commencing 17 May, 2021
to 17 May, 2022 at a total contract sum of Kshs.120,911,300. During the year, the
contractor was paid Kshs.71,666,112. However, physical verification exercise on 28 July,
2022 revealed that the works were at 76% completion. No extension of time had been
granted to the contractor after lapse of the contract period. Further, Management did no
provide explanations for the delay in delivery of the project.

In the circumstances, the public may not obtain value for money on the contract.

19. Tana River County (Tana River Municipality) - Delay in Completion of Project

The County Government of Tana River entered into a contract for construction of 2 Km
Phase Il storm water drainage. The contract period was six (6) months commencing
20 January, 2022 to 20 July, 2022 at a contract price of Kshs.61,834,700. As at
30 June, 2022, total amount certified and paid was Kshs.44,390,597. However, during
inspection physical on 1 August, 2022, it was observed that the project had not been
completed despite the expiry of the contract period. Further, project status report was not
provided for audit and Management did not provide explanation for the non-completion of
the project within the agreed timelines.

In the circumstances, the County Government of Tana River may not obtain value for
money on the contract.
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The audit was conducted in accordance with ISSAI 4000. The standard requires that
| 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 are in compliance, in all material respects, with the authorities
that govern them. | believe that the audit evidence | 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, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion
Meru County (Meru Municipality) - Non-maintenance of a Deposits Cashbook

Review of the Meru County Municipal Board KUSP payments indicated that, the Board
retained 10% being retention money from the various contractors. However, the
Municipality did not maintain a separate deposits cash book and bank account to confirm
whether the funds were deducted and are available on demand at the end of defects
liability period of the various contracts.

In the circumstances, the effectiveness of internal controls over deposits and retentions
could not be confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by International Development Agency (IDA) and the Financing agreement, |
report based on my audit, that:

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

ii. In my opinion, adequate accounting records have been kept by the Project, so far as
appears from the examination of those records; and,
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iii. The Project’s financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or 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, 2015.

In 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 are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness 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.
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In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control 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, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project’s
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| am required to draw attention in the auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Project to cease to
continue to sustain its services.
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e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Project to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

AUDITOR-GENERAL

Nairobi

16 December, 2022
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Kehya Urban Support Program

Annua/ Report and F/nanC/a/ Statements for the per/od ended June 30 2022 B

7 “»t%tunult of l<m.1nual Assus AS At 30th .lum 2()22

| ' Note 2021/22 2020/21
| KShs KShs
FINANCIAL ASSETS B B B
é e
Cash and Cash Equivalents I __
Bank Balances 1A 90,222,048 239,071,646
Cash Balances 1B - -
| )
Total Cash and Cash Equivalents B - 90,222,048 | 239,071,646
1 - ) ] .
[mprest and Advances - - - o o I .
l()TAL FﬁLNANCIAL ASSETS 90,222,048 239,071,646
]
&EPR_ESE@_I«;@ BY ) - .
Fund balance b/fwd " 4 239,071,646 107,888,082 |
. Prior year Aj{;ustmcms 15 ) -
Surplus/Deficit for the year . | (148.849,598) | 131.183.564.
NET FINANCIAL POSITION L 90222048 239071,646

The accounti

t{ng policies and explanatory notes to these financial statements form an integral part of the
financial statements. The financial statements were approved on 29th November 2022 and signed by:

{
s ’ J =
X A ATA
Punupdl Scc1 elary
Date:

Project Coordinator
Date:

Project Accountant

Date:

ICPAK Member No. 9467



|

J
Kenya Urban Support Program
»Annual Report and Financial Statements for the period ended June 30, 2022

8  Statement of (nshﬂm\ for the Period 30th June 2022

)| 2021/22 2020/21
! Note KShs KShs
CASHFLOW FROM OPERATING ACTIVITIES B
Receipts from operating activities -
Transfer from Government entities | 147,397,628 102,998,907
i P'\ymentg from operating activities o B
Purchase of goods and services [ (552,551.416) - (325,640,885) |
Transfers/to Other Government I mmu ) - 9 - - (6,314,968,123)
I (405,153,788) | (6,537,610,101) |
‘ Chang. in hnp@_f&?&ﬁmu B _,_,,_, o ) N _7|2_' “_w S ~ sl 602,709
| /\d]mtmqnls during the year S ) 15 - I - |
‘T Net cash flow from operating dtllVlllL§ - o (405,153,788 - (6,537,007,392)
r |
' CASHI‘ L()W l<R()M lNVP S] lN(, ACllVl l TES I j
Acquisition of Non-financial Assets 8 (19,906,130) (4,985,750)
1 1 i NG s - D U7y ).
| Net cash flows from Investing Activities . - (19,900,130) (4,985,750) |
|
(| AU~ == - — - S — — —_—
i | o , ]
| CASHFLOW I< R()M BORROWING AC llVl I lrb o -
' Proceeds!from Foreign Borrowings e 276,210,320 | 0,673,779.415
Net cashiflow from financing activities 1 276,210,320 | 6,673,779,415
|
I e S — S S MNP ——— I S ui
NET INCREASE lN_(‘_/lSll ANI) C/\Sil 1 ()UlVAl 5 I\l - (148,849,598) 131,786,273
Cash and cash equivalent at BEGINNING of the year 239,071,646 107,285,373
of the year ) 90,222,048 239 071 ()4()

Cash an]l cash equivalent at END

The acchunting policies and explanatory notes to these financial statements form an integral part of the

[inancia' statements. The entity financial statements were approved on 29" November 2022 and signed

by:

Y]
|

Principal Secretary

bnlc:

\) \\

ﬁ a,&f\.\ M, \ AN
x

Project Coordinator

Date:

Project Accountant

Date:

N

ICPAK Member No.9467
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" Kenyw Urban Support Program
Annual Report and Financial Statements for the period ended June 30, 2022
10 Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial
statements are set out below:
16.1 Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of accounting, as prescribed by the PSASB and
set out in the accounting policy note below. This cash basis of accounting has been
supplemented with accounting for; a) receivables that include imprests and salary
advances and b) payables that include deposits and retentions. The financial statements
comply with and conform to the form of presentation prescribed by the PSASB.
The accounting policies adopted have been consistently applied to all the years
presented.
10.2 Reporting entity
The financial statements are for the Kenya Urban Support Program under State
Department for Housing and Urban Development. The financial statements are for
'Kenya Urban Support Program as required by Scetion 81 of the PI'M Act, 2012.
10.3 Reporting currency
The financial statements are presented in Kenya Shillings (Kshs), which is the
functional and reporting currency of the Project and all values arc rounded to the
nearest Kenya Shilling.
10.4 Recognition of receipts
The Kenya Urban Support Progranm rccogniscs all receipts from the various sources
\\111011 the event occurs and the related cash has actually been reccived by the

Government.

i) Transfers from the Exchequer

Transfer from Exchequer is recognized in the books of accounts when cash s
received. Cash is considered as reccived when payment instruction is issued 1o the
bank and notified to the receiving entity.

ii) External Assistance

External assistance is monies received through grants and loans from multilateral and

bilatcral development partners.
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Significant Accounting Policies (Continued)
| iii)  Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender documents. These are recognized in the financial
statements at the time associated cash is received.
iv) Donations and grants
Grants and donations shall be recognized in the books of accounts when cash is
received. Cash is considered as received when a payment advice is received by the
recipient entity or by the beneficiary. In case of grant/donation in kind. such grants are
recorded upon receipt of the grant item and upon determination of the value. The date
of the transaction is the value date indicated on the payment advice,
V) Proceeds from borrowing
Borrowing includes external loans acquired by the Project or any other debt the Project
may take and will be treated on cash basis and recognized as a receipt during the year
they were received.
vi) Undrawn external assistance
These are loans and grants at reporting date as specified in a binding agreement and
relate to funding for the Project currently under development where conditions have
been satisfied or their ongoing satistaction is highly likely and the project is anticipated
to continue to completion. An analysis of the Project’s undrawn external assistance is
shown in the funding summary.
10:5 Recognition of payments
The Project recognises all payments when the event occurs, and the related cash has
aétually been paid out by the Project.
i) Compensation to employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized
ill the period when the compensation is paid.
ity  Use of goods and services
Goods and services are recognized as payments in the period when the goods/services
arc consumed and paid for. If not paid for during the period where goods/services ‘z;rc

consumed, they shall be disclosed as pending bills.
|
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Significant Accounting Policies (Continued)

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which
they incur and paid for.
iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the period
(in which the repayment is made. The stock of debt is disclosed as an annexure to the
consolidated financial statements.
V) Acquisition of fixed assets
‘ ‘The payment on acquisition of property plant and equipment items is not capitalized.

The cost of acquisition and proceeds from disposal of these items are treated as
|puymcnls and receipts items respectively. Where an asset is acquired in a non-exchange
transaction for nil or nominal consideration and the fair value of the asset can be
reliably established, a contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a summary provided for
purposes of consolidation. This summary is disclosed as an annexurc to the
consolidated financial statements.

10.6 In-kind donations
In-kind contributions are donations that are made to the Project in the form of actual
goods and/or services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value reccived for in-
kind contributions can be reliably determined, the Project includes such value in the
Statement of receipts and payments both as receipts and as payments in equal and
opposite amounts; otherwise, the contribution is not recorded.

10.7 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
an 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.



' Kenya Urban Support Pregram
Annyal Report and Financial Statements for the period ended June 30, 2022

1

Significant Accounting Policies (Continued)

Il'for the purposes of these financial statements, cash and cash cquivalents also include
short term cash imprests and advances to authorised public officers and/or institutions
which were not surrendered or accounted for at the end of the {inancial year.
10.8 Restriction on cash
Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accounts are
restricted for use in refunding third part deposits.
|
10.9 Imprests and Advances
For the purposes of these financial statements, imprests and advances to authorised
public officers and/or institutions which were not surrendered or accounted for at the
end of the financial year is treated as reccivables. This is in recognition of the
]govcrnmcnt practice where the imprest payments are recognized as payments when
fully accounted for by the imprest or AIE holders. This is an enhancement to the cash
accounting policy. Other accounts receivables are disclosed in the financial statements.
lh).l() Contingent Liabilities
A contingent liability is:
la) A possible obligation that ariscs from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the entity; or
b) ‘/\ present obligation that arises from past events but is not recognised because:
i) It is not probable that an outflow ol resources embodying economic benelits or
service potential will be required to settle the obligation; or
ii) The amount of the obligation cannot be measured with sufficient reliability.
Some of contingent liabilities may arise from: litigation in progress. guarantees.
indemnitics. Letters of comfort/ support, insurance, Public Private Partnerships,
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 embody il‘lg cconomic benefits or service potential is remote.

Annex 5 ol this linancial statement is a register of the contingent liabilities in the vear.
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Significant Accounting Policies (Continued)

10.11 Contingent Assets
The Kenya Urban Support Program does not recognize a contingent asset, but discloses
details of a possible asset whose existence is contingent on the occurrence or non-
é)ccurrence of one or more uncertain future events not wholly within the control of (the
Entity) in the notes to the financial statements. Contingent assets are assessed
¢ontinually to ensure that developments are appropriately reflected in the financial
statements. 1f it has become virtually certain that an inflow of cconomic benefits or
scrvice potential will arise and the asset’s value can be measured reliably, the asset and
t‘he related revenue are recognized in the financial statements of the period in which the
change occurs.

10.12 Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year arising [rom
fonu‘aclcd goods or services during the year or in past years. As pending bills do not
involve the payment of cash in the reporting period, they recorded as ‘memorandum’ or
toff-balance” When the pending bills are finally scttled, such payments are included in
the statement of receipts and payments in the year in which the payments are made.

10.13 Budget
The budget is developed on a comparable accounting basis (cash basis), the same
nccounts classification basis (except for accounts receivable - outstanding imprest and
flcarance accounts and accounts payable - deposits, which are accounted for on an
accrual basis), and for the same period as the financial statements. The Project’s budget
was approved as required by Law and National Treasury Regulations, as well as by the
participating development partners, as detailed in the Government of Kenya Budget
Printed Estimates for the year. The Development Projects are budgeted for under the
MDAs but receive budgeted funds as transfers and account for them separately. These
lranst'crs are recognised as inter-entity transfers and arce eliminated upon consolidation.
A high-level assessment of the Projects actual performance against the comparable
budget for the financial year/period under review has been included in an annex to these

! .
»;’1/7(”7('1(7/ statements.
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Significant Accounting Policies (Continued)

1?.14 Third party payments
Included in the receipts and payments, are payments made on its behalf by to third
parties in form of loans and grants. These payments do not constitute cash receipts and
bayments and are disclosed in the payment to third parties’ column in the statement of
receipts and payments. During the year no loan disbursements were received in form of
direct payments from third parties.

10.15 Exchange rate differences
The accounting records are maintained in the functional currency of the primary
economic environment in which the Project operates, Kenya Shillings. Transactions in
forcign currencies during the year/period arc converted into the functional currency
using the exchange rates prevailing at the dates of the transactions. Any foreign
exchange gains and losses resulting from the scttlement of such transactions and from
ic translation at year-end exchange rates of monetary assets and liabilitics denominated
in foreign currencies are recognised in the statements of receipts and payments.

10.16 Comparative figures
'thrc necessary comparative figures for the previous financial year/period have been
amended or reconfigured to conform to the required changes in financial statement
presentation,

10.17 Subscquent events
There have been no events subscquent to the financial year/period end with a significant
impact on the financial statements for the year ended June 30, 2022

IP.I8 Prior period adjustments
Prior period adjustments relate to errors and other adjustments noted arising from

previous year(s).
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11 Notes to the Financial Statements

1

1. Transfers from Government entities

"I‘hese[rcprescnt counterpart funding and other receipts from government as follows:

2021/22

2020/21

Cumulative

KShs

KShs

to-date

Housing and Urban Development

Countierpartfumling through State Department for

Counterpart funds Quarter I
Counterpart funds Quarter2

Counterpart funds Quarter 3

Otlher transfers from government entities

Appropriations-in-Aid

. -,4_
| Total

1 147.397.628

102.998.907

330270916

A ..i,.A._ = =
147,397,628

102,998,907 | 330,270,916

]
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Kenya Urban Support Program

Annual Report and Financial Statements for the period ended June 30, 2022

Notes t()l:hc Financial Statements (Continued)

9. Tr

nsfers to other Government Entities

During the financial period to 30 June 2022, we transferred funds to reporting eovernment entities as
g

shown below:

Cumulative to-

FY 2021/22 FY 2020/21 date
‘ Payments
made by third
parties Total Payments Total Payments
5 ‘ ~ KShs KShs KShs KShs
Amounts disbursed ] o ‘
o Urban
lnltilutional
Grants (UIG) o - S 8,800,000 2,250,000,000
o Utban ;
; Development
l_“_ﬂ (_}j:zmt (UDG) - - 0,300,168,123 | 25,899,346,744
‘_ s e S — A,’ e N S
| N - L 6314,968,123 | 28,149,346,744

(TOTAL |
T

The amoqnts above are accounted for as below:

9.A. ANALYSIS OF AMOUNTS TRANSFERED TO COUNTIES

|

Cumulative to- date

FY 2021/22

| Less: l’éf\_’@sl_i}w_ incurred (C )

o Expenditure incurred under |
~ UIG (See Annex 3) ,
l‘ixl#cndilurc incurred under
_UDG (See Annex 4)

Closing balpnee (A +1B-C)

(6,494,488.246)

4,794,139,690

(7.235.204,867) |

11,509,132,678 |

(890,570.434) .

FY 2020/21
KShs | KShs KShs
|
Opening b]llance (A) N 11,509,132,678 13,319,999,857
| -
| Add: Amounts disbursed during the
yew(® -
o Urban Institutional Grants
(UIG) o - - 8,800.000 ~2,250,000,000
o Urban Development Grant
ubG) 6.300.168.123 | 25,899,346,744
|

(2,177,459,794)

- 21.177.747.260)

4,794,139,690
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Annual Report and F/nan(:/a/ Statements for the period ended June 30 2022

\Jotu to th

l<m‘mual Statements (C ontmuul)

10.  Other Grants, Transfers and Payments
|
! Payments Payments
YMEnts | made by Total Total Cumulati
made in .
= third payments | payments | ve to-date
Cash .
parties
2021-2022 2021-2022
. Kshs Kshs Kshs Kshs Kshs
Grants for Jcholarships - ) ) T B
Transfers to lower levels of ' = - RS TR

OV UIHNLHL C.8. é(.v_l()()lh -

Mlsullancous lmymcnts

Total '

| S ———

. ——

11. Cash Ajnd Cash equivalents

|

FY 2021/22 FY 2020/21

| o KShs KShs

Bank accounts (Note 7 A) 90,222,048 | ) 239,071,646
Cash in hand Q(ch 7B) - i L S
Cash equivalents (short- tum dpposns) (Nolg 7 (_')v ] -l I
Breakdown oflimprests and advances (Note 8) . S , .
- Total | . } 90,222,048 239,071,646 |

The project has one number of project accounts spread within the project implementation area and one
Joreign currengy designated account managed by the National Treasury as listed below

Total local cur tjcmy balances

; Jol tf bank accqunt balances

90,222,048

90,222,048 }

11. A Bank Accounts
Project Bank ‘1\ccounts
2021/22 2020/21
KShs KShs
Foreign Currency Accounts ‘
Central Bank of Kenya [A/c No. 1()()())317876| L il ?}.2___‘1_?7() 281 ' l ,200,083.1( 10
Central Bank off Kenya [A/c No. 10003354 5071 | 4124 38.24
i Total Foreign (} urrency barllruucs : 1, 232 161 52 | 1 2()() 121_3_{
|| Local C uncnd/ Accounts o ]‘ |
| (Lnllﬂl] Bank ofKenya [A/c No 1000396946 !

239, 071 646 \
239,071, ()4(, |

24(),27!.7()7.34 ‘
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'\lut(.s I(] the Financial ‘staluncnts (Continued)

Special Deposit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30" June 2022 are not included in the

Statement of Financial Assets since they are below the line items and 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 that

were voted in the year. These funds have been reported as loans/grants received in the year under the

Statement of Receipts and Payments.

Special I)Jl)osit Accounts Movement Schedule

N \

| 1 -
() "~ KENYA URBAN SUPPORT

| PROGRAMMIE - IDA 61340 [A/c No

| 1000317876] S

Opening balance

Total dmou!ﬂ (p])(mtcd 111 tlm dou\unl

2021722

202021

B
usb

|

i

1

I

Total amount wxlhdrawn (as per Slalcmcnt of
Receipts & Payments) o
i Closing balance (as per SDA bank account
luonuhdtl()n attached
(i) KENYA URBAN SUPPORT
PROGRAMME - IDA 61340 [A/c No
1000354507 1 o
| Opening be baldnu ce (as per thc S D/\V_r_gwpul}dthﬂ)

Total amount deposited in thufmun__mt

,,_l

Tohl ‘amount withdrawn (as per Statement of

(‘losmg balance (as pu er SDA bank account
L xcconcﬂmtlod attached)

The Special D"cposil Account(s) reconciliation statement(s) has (have) been attached as

support these closing balances and annex 6.

__USb

120008310
- 24()6 O>7 I& ’

2,732.793.69
1,731.584.28 |

(2.434,000. 00) 1

(3,204,294.87)

2! 47 776 7~+

41.2

(21,473,740.00)

-

38.24 |

Appendix
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Keriya U/\ban Support Program
Annual f

Notes to the Financial Statements (Continued)
118 Cashfn hand

Report and Financial Statements for the period ended June 30, 2022

| - ] 2021/22 2020/21
B | KShs KShs
Cianda House - - -
Total cash balances - -
There was I*O cash in hand at the end of the year
11 C Cashl equivalents (short-term deposits)
~ { O SO U
2021/22 2020/21
. I _ KShs _ KShs_
Central Bank of Kenya . .
Total | it - = =
There were no short-term deposits at the end of the year
x
12. Imprcs‘s and Advances
Description 2021-2022 2020-2021
Kshs Kshs
Government Ilpprcsts - 602,709
Salary advances . -
Total l ; 602,709
[2b: Breakdown of Imprests and Advances
Name of Officer or Amount Due Date of | Amount Balance | Balance
Institution Taken Surrender Surrendered 2022 2021
| Kshs Kshs Kshs Kshs |  Kshs
Paul Chepkwony ) N - v“-ﬁ;i 602,709
_ | | R N— U
 Total | N N - - ‘

|

|

602,709




Kenya Urban Support Program
i Annua/ Report and F/nanCIal Staiements for the per/od ended June 30 2022
Notcs to tl ¢ l<umnudl St.ltuncnts (C (mtmuul)
13.  Deposits and Retention Monies
Descriptiml 2021-2022 2020-2021
| S - Kshs Kshs
Retention s .
Deposits - R
Total i B
14. Fund Balance Brought Forward
1 - 202122 202021
B_d_n_l\ aucounl I R 239, ()7] 646 ‘; 07_28_5 iv
' Cashinhand} ! - ]
| Cash eqt uwalpnls (shoxl lum deposits) |
~_Qurtstandmo t{u)msls and advances I @_7_7}19_
Total L aomiess | 107.888.082
15.  Prior Year adjustment
. 1 = — -
| Balance b/f FY Adjustments Adjusted Balance
! 2021/2022 as per b/t
: | Financial statements FY 2020/2021
! escription of the error Kshs Kshs Kshs
Bai 1k acwunl Bdlanus V ) ~h . ﬁ"_ - ) u.—;:_, - -
7¢1sh in hand 1 D S S R S
| Accounts Payablcs
I,I}_v_@?wabl% B D ] P — - R
1O Ot'ms (specify) B e R ]
16. Changes i ill{ccuwlbl(
| Description | S 2020-2022 2020-2021
L T Ksk Kshs
{ ()pumw Receivibles as at st Iuly 2021 7 I .S 602,709
| Closing Lluoun\ﬁiuumblu as at 30th June 2022 - | _ E
Change in Receivables N | - (602.709)
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: Annual Réport and Financial Statements for the period ended June 30, 2022
|
Notes to the Financial Statements (Continued)

17. Chan‘;cs in Accounts Payable

|
Description 2021-2022 2020-2021
i Kshs Kshs

Deposit and Retentions as at 1% July 2021

; Closing accounts payables as at 30" June 2022

w Change in payables

l

‘ i
|



Kenyb Urban Support Program

12

Other lmpm tant Disclosures

12.1 Pending Accounts Payable (See Annex 3a)

Ann%a/ Report and F/nanrla/ Statements for the per/od ended June 30 2022

FY 2021/22 FY 2020/21
Kshs Kshs
| Construction of buildings
Consultancy services |
Supply of goods
Supply of services e 7,054,118 2,567,156
i 7,054,118 2,567,156 |

12.2 l’uldmg Staff l’dydl)lu (See Annex 3b)

Balanu b/f

Additions for

Paid during

Balance ¢/f

Senior management

Midlemanagcmcnt

FY the period the year FY
2020/20 2021/2022
| 222 S B
l)escrii)tion Kshs Kshs Kshs IKshs

|

J
Umon cmploycus

Othu s |

O

\ Total

DA ——

\




Kenya Urban Support Program

_ %n_gq/__ff_epqﬁ‘_ ggd ﬁang_;/a/_Statementc for the per/od ended June 30 ?022
0

ther Important l)isd(mncs (( ontinued)

12.3 Other Pending Payables (Sce Annex

!

|

3c¢)

Balance b/f
FY 2020/2021

Additions for

the period

Paid during
the year

Balance ¢/f

Description Kshs

Kshs

Y 2021/2022

Kshs Kshs

Amounts due to National
Government entities

Amounts due to County
Government entities L o
Amdunts due to third

.
parties

[ To t‘a"l |

12.4 External Assistance

e

|
1

] 20212022 2020-2021 |

Dcscrlptmn

External assistance received as grants

Lixternal assistance received as loans
External assistance received in kind- as
_payment by third parties
Total

SIS S

Kshs

Kshs }{
{
|
J
|
|

|

a). External assistance relating loans and grants

| e

|
r_____,m,e__v._ N

FY 2021/2022

Y 2020/2021

Descr 1ptmn

ﬁ

Kshs

Kshs

F\tunal assmdnce rec exvcd as loans

l I*\iundl\ass'stcmu recei .fui as mdnts
l,_ s

1

2
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Olﬁcn Impm t.mt Dlsclosm es ((,ontmued)

b) Undrawn external assistance

|

\

rTInes

Purpose for

which the
undrawn

] external

assistance may

be used
Des&ription

FY 2021/2022

FY 2020/2021

Kshs
Undmwn L\tunal ds&.lsl(mu

[Kshs

I()ans

1

Ulldl%l\\ n (,\lulldl aswl(mu, - grants

Potai

() (I(lsses of/)/ oviders 0/ external assistance

e — e - S — — e

l‘ Y 2()21/2022

FY 2()20/2()21

Descrjptmn Kshs

Kshs

\/lullil'ueral donors

- — e
Bllatual donors

Inluna ional assistance ()I(’dnl/d[lOn
|

E ,,i.__v e —— .
’ N(J()S |

IS -

I\allondl Assistance Ol )am/at'on

Total
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\ d. Non-monetary external assistance

_A_nnua/ Report and F/nanC/a/ Statementc for the per/od ended June 30 2022

| ‘ FY 2021/2022 FY 2020/2021
| | Description Kshs Kshs

Gbods . -
‘ Services B ~
| Totat I N
| o B B

e ...4’1!/‘/}05‘(? and use of external assistance

Payments made by third parties

FY 2021/2022

FY 2020/2021

Kshs

Kshs

| - Compensation to employees

| .

'su r)l uood% dnd suvmos

Sulmdlus

| Transiers to other Government entities

()lhu wmnts and HdIISf

‘Social Sccurity benefits

/\cqtllsluon of assets

! [E——

F inance Costs lmludmﬂ loan interest

ng

borro}
| Other payments

chat'vncnt of principal on domestic and foreign

L
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e
Other Impm tant l)lsclosuw\ (( ()ntmuul)

Jo Bxternal Assistance paid by third parties on behalf of KUSP

This relates to external assistance paid directly by third parties to settle obl igations on behalf

of (]lhe entity).

FY 2021/2022

FY 2020/2021

Degcription

{

Kshs

Kshs

Nat}onal government

Multilateral donms

Bilateral donors

Ncmpndl /\ssnshmu ()umm/almn

1

l T ()t‘il

N(Ed)s = e e S e
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