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l.l

2. I)ro.iect lnlirrnration and ()r'erall l)erlilrruarrce

Name and registered office

Name

The project'sofficial name is Kenya tJrban Support Progranr (KUSP ll)

Objective
'Ihc key objectives ol thc project arc

. Promotion of inclusive urban development and econonlic transfornration.

. Reduction in vehicle nraintenance and travel costs by inrproving rt>ad surface quality.

. Enhancenrent of property values and attract new invc-stments.

. Creation ol'empioyment opportunities ciuring construction and maintenance.

. Reduction of dust and emissions in compliance with environnrental and clinrate change

goals

Address

The project headquarters offices are in Emali town, Makueni County, Kenya

The address of its registered office is P.O. Box 78-90300,

Eden Mall Building

Nairobi- Mombasa Highway

Emali Town, MAKUENI COUNTY,

'l'he pro.iect also has rtl'l'iccs/bra rr chcs as lirlluu s:

'l lre NIunicipllrtl docs not huvc hlurtelt ol'liccs

Contacts: The following are the projcct contacts

P.O. Box 78-90300-WOTE. MAKUENI

'I'c-[ephone: (?54) 116 4819u-1

E-maiI : enralisuItan.municipality@makueni.go.kc-

Website: rv w'w. nrakueu i. go. kc

l\
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Project information and overall performance (continued )

2.2 Project Information

IttI'lc l : l)11tjtr'l lttlttnttttttt'n

2.-1 [)rtljcct Or err irrr

lilt lc 2: Pntjt'ct ()t'trt'it'l

f)epartment of [-ands, Urbun Developn]ent, Environment and

Climate Change

Pro ject Start Datc .r0 - 0-5 t0l+

Projcct End Datc -10 - 06 20lti

Projcct Coorclinator Nlr'. ( icol'ficv N{ Lrti nrla

World Bank GroupPro jcct Dcr clopnrcnt Partncr

C'r[rntY Dcpurtnrcnt

[)rojcct nunrbcr t,20tt-KE

Strategic goals of the projcct -l'hc strategic goals of thc project are as lbllows:
(i) 'llt intpruve rrutltiliry tuul q<'t'es.t ib ilitt' in Etnuli

'lilrrr tltruugh upgraditr,q, appnt.rirtrutelt 29()

t (tr(.t (t'the c-r'r.rt,l,g ntod to ltuved slonlrtnl.s.
(ii1 7'o itnpntve.\tort \'oter tnetngetnent tttul t'litrate

re.silience tltntu.q,lt cot1.\tru(!ion o.f rtpprttltriutt'
druinage charurel.v, droitr.v utul culvert.s ttt redtrct'

.l'knding, entsiott and cleterirtrtttiott of' tlrc nxul
itrJiustrut'ture.

(iii) 'l'o enlrutce ntutl .sulety and pele.stiutr
uL'ces.r ibi litt' tlrntupilt provi:;iott ol pede.striutt

it{rust ructure, road .filrnittrre, si,q,nu.qe, kerb.s,

clmnttels, bollunls urxl uppropriote traflic
nwte,qe nwlt nt(u.\ u re s.

(ir') llt retluce ett'inntrterfial inrprrt'ts tt.ssot'iuted *'itlr
the e-ri.stittg unpuved nxul, porticulurly clust

enis.siotts, soil entsion utul slttrnt tuter-reldtel
itttltttt lr.

(r,) 7lt pnnttote locul econttrttic devektJttnent otul

urltun regenerutiort bv inprovin.q, d(cess to

r-

L
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(\'t )

brr.tittcsses, .stinrulutittg t'otrmterciul d(livitie.\',

etrlrutrL'ittg tlte dt I ru(t ire rv.s.s ol' tlrc trreu uttl
.\ul)l)()rti,tg trcx' it,|'esttrtet .

To itrtltruve tlrc overul! urltut etl'irotmteru

l lrntrr.qlt ittttrprtration o.f .vtlor-ytrre red st rc('t

li.qhtitt.q utul trte pluttitt.q, ulottg tlrc rlrrllrzn.
thercby uttttrihutittg to u su.fer, nk)re.\usl(itk )l(
u tt I u e,s I lt e t i cu I lv i nr p ntvt, d I ( ) w' t t L' e n | rc.

(viil

Sunrmary of' Project

Strategies hrr achievenient of
stratcgic goals

Othcr irripurtunt backglouncl

irrlirrrtrtiorr ()l tllc pr(te( t

The project management ain)s to achievc the goals through

the lbllowing nleans:

(i) Collaborationwithstakeholders
( ii) Public engagcnrents

T'hc projcct is locatcrl within the corc cournlcrcial urea ot'

Errral i'l-olr'n. undcr thc j uri scl ict i on o l' [:inral i-S ul tan Hanr r,rrl

\lunicipalitl'. 'l hc approxirnutc lcogluphical coorclirratcs in

clccinral dcgrccs (WGStil ) of the plo.jcct sitc arc Lrtitudc: -

2.01i l0-5 arrrl l-orrgitudc: - 17.-17.1-52 at an clevation ot' about

I157 nrctcrs abovc sca lcvcl. The torvn is locatctl along thc

rnain Nlonrhasa-Nairohi tlighrvay' tA 109 t as ',r, e ll as the

rcccnlly constructcd Stanrllrcl Railway (iauge

The project rvas formed to intervene in thc fbllowing
problems/gaps:

(i) Mobiiity Problems
(ii) To in.rprove storm water managenlcnt

i\rcas thlt thc pro.jcct u us

Iirrrrrcd to intcn crre

[)roj cct clurat rou -5 ycars

\l
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l'rr1je ct I nf'rlrnratior-r anrl ( )r'crall l)rrlirrrnance (Corrtinuerl )

2.1 llankcrs

The tirllorving arc thc hrurkcrs lirr thc projcct:
1i) Kcnva ('onrrtrcrcial Bank (KCU ). Wotc Brlnch

2.-i Intlependent '\ urlitor

The pr<rject is audited by the Auditor General
Office of The Auditor Ceneral
Anniversary Towers. University Way
P.O. Box 3008-l
GPO 00100
Nairobi, Kenya

2.6 Roles and Re sponsi bil ities
Thc key olt'iccrs inlolvccl in the pro.jc'ct'urcrc;
' 
I I tl t I a .l : llo I t t t r r r tl llt.s ltr t t t.t i I t i I i t i c.t

N{ u n icipll

Nl urtagcr

[)r't r.jcc t

('oorrlirlrtor'

Project

Acco untan t

Municipal

Plannc-r

Proj ect

Managcr

2.7 [-unding s u nl nl:.l r-\

The Project is fbr a duration of one ( I ) years fiom 2025 to 2026 with an approved budget

of USS l-1 1,03 I (use Development Partner currency) equivalent to Kshs 17,034.009 as

highlighted in the tablc below:

I I']hilip Ngila N.lustcrs

I )c srcc

Overal I

Supervisor

1 Dcgrec Lia so n

o ll iccr

Fin anc ia l

R c port iu-u

.loseph NlrrtukLr

Nleshlck

Krnranthi

Cicol'ficy

Mutirrrlrr

Mastcrs

Dcgrcc

[)c!lrcc Phyisical

Planning

l

5 Dur itl NI Lrruk a Degree Technical

Supervisiort

\

Ke)'
q uuliti calion

Ilesponsi bilities'l'itle dcsignatiunN iltnesNrr
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l'roject inlirrnration and ol'erall performance (continued)

Ilelou, is thc lirncling sun)nlury:

A. Source ol' !'unds

(i) (irtnt
'l'hc \\'trlltl Illrrrk ( iroulr

Irt:crt ltirrttc ol tlcvcltrptttctlt I)llrttlcr

(ii) Lo:rn

Inscrt nlrnrc ol'clcvcloprre nt partncr

Inscrt nlrlc ol rlcvcloptttcnt lllrtner

( iii) Counterpart lirrttls

(iovcrn nrcnt ol' Kcnva

-r7.167.5+l s r3l.03 r t7.03-l.(x)9 s l.sl.ti7.rslti-s 10. I r.l.-5.r l

---f-
'l'oI a I $'2ti5,90J -17.1(r7,5{2 .$ l -l I,0-l I l7,olJ.(x)e $ r 5J,873 10. ll-1.5-l-l

VI

Source o[ firnds l.)evelopmcnt Partncr
(lonrrnit rnen t

Anrount reccive(l to date -
(3(lt" .Iunc 2026)

[Indran'n balance t<l tlnte

Developmcnt Ksh s

currenc-r- $ 
I(A)-(B) | (A',)-fll')

l(shs l)o'cloprnent lishs
Pa rt ner'

('u rr(jnc)'
(A') (B) (l]')

[)evelopntenl
I'artnerPartner

currenc-v
(A)
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I)ro.iect irrl'orntation and overall perfornrance (continued)

Ii. Application rtl'l"untls

( irunt

$ r26.7n8 16.-1tt2.3e t-5-i I .61 8s l-l 1.0-j I 17.031.(x)9 s-r.1.13
Kenya Urban

Program-World
Group

Suppolt
Bank

IInsell nante tll- tlcvcloprttcnt

L o:t tt

paltncr

Inscrt nurrrc ot' dcvc lopnrcn t

Inscrt nanre o1- dr'r'clopnicnt

Govcrnrnent ol Kcn va

l)ilftncI

('orrrrtrr;llrt
Irrntls

IIU'tne r'

$J.ll-1 55 l.(rltt $ 126.788$r3r.031 17.()lJ.(x)9
'l otll l6.lul.-191

t\

Arnrnrnt received t<l datc - (3(ltl'

June 2026)
Ounrulativc tnrount paid to

d.rte - (30th June 2026)
Appliettion o['lirnds

[)cr,elopmenl
Pa rtuer

q!l_I9q9)'

(A)

Iis/rs

(.4')

Dcvel o llure nt
I)artttor

currtncY
(B)

ftsfis

(B')

r

[Jnutilised bal:rnce to tlale
(30th .lunc 2026)

Developrnent
l)artncr

, t:qllgl$
(A)-(B)

A.s/r,r

(4')-(B')
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2.8

Proiect inlirrnration and orerall perlilrnrance (continrred)

Summary of Overall Project Performance:

i) Budget performance against actual amounts for the current year and fbr cunrulativc

to-date.

The budget perfornrance is at 3%

ii) Physical progress based on outputs and outcomes since project commencenlent,

The project is in the tendering phase: no actual works have begun

iii) Indicate the absorption rate for each year since the commencement ol'the prdect.

To date, the project expenditure is KES 55 l.6l u

iv) List the implementati<:n challenges and rccommend the next steps.

The major challengc has be-cn late disbursement, coming in at the close of the FY.

(ioing fbrward disbursenrents should be rcleased at the beginning of the F-Y.

2.9 Summarv of I'}roject (Jonrpliance:

Thc pro.icct hls larecly' aclhcrccl to lppliclblc laws and lcsulutions. inclLrdins the l'ublic

Financc- Nlanagcrtrent r\ct. l0 I l. and 'l reasru'1' circulars on projcct invcstnrenl rrianlrgcnicnt.

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

Introduction

Section 8l(2)(l) lSection 161 (2)(f) of the Public Finance Managcment Act, 2012, requires

that the Accounting Olficer includc a statcment of the national government entit)'s

performance against predetermined objectives at the end ofeach financial year.

The key development objectives of the projec't'.t ag,reenent/ plan are to:

a) To improve mobility and accessibility in Emali Town through upgrading approximately

290 metres of the existing road to paved standards

b.1 To improve storm water management and climate resilience through construction of

appropriate drainage channels, drains and culverts to rc-ducc flooding, erosion and

deterioration of the road infrastructure

c) To enhance road safety and pedestrian accessibility through provision of'pcdestrian

infiastructure, road furniture. signage, kerbs, channels, bollards and appropriate traffic

management measures

d; To promote local econonric developmcnt and urban regeneration by inrproving access to

businesses, stin.rulating commercial activities, enhancing the attractiveness of the area and

supporting new investment.

e) To improve the overall urban environment throu-qh incorporation of solar-powered strcet

lighting and tree planting along thc u'alkway, thereby contributing to a salcr, nrore

sustainable and aesthetically inrprovcd town centre

Progress on the attainnrent o[ strategic developnrent objectives

To inrplerncnt ancl cascade the above tlcvclopnrcnt ob.jectives to spccil'ic sccturs. all thc-

dcvelopme nt objectives we re rnade specit'ic, measurablc, achievable , rcalistic, and tinre-

bound (SN'lART ) ancl convertcd into devcloprnent outconrcs. Attendant indicators wcre

identif red to track progrcss arrd pcrfirrntrncc n)easuremcnt.

\l
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Bclow, we provide the progress on attaining the stated objectives

No
KM/Mctrcs
Pavt'nrcnt
Drainagc
chan nc Is

ol'
of'

ancl

I)ro ject untlcr proc urcnicrrtTo develop and

maintain roads and

storm water drainage to

global standards

Increased efficient

transportation of people,

goods and services

Improved urban quality

ol life

Public Works. Roads &

Tran sport/S tornr watcr

nranagcrnent/Pavcd

wa lkrvays

\II

l_

Perl'ornrirnceIrrrlicatrlrO utconrc
I

Pro.iect i Oblective



"1. Ilnvironmental and Sustainability Reporting

l. Sustainability strategy. risk managenrent and profile
'[hc project is a onc ot'l'activity and sr-rstuinabilitl" will bc throLrgh rold nrlintcnuncc budscts

tionr exchcqLrer tran s fer

2. Environmentalperformance

The Project operates under a comprehensive environmental policy that aims to mitigate its

environmental impact. This policy, aligned with the Environmental Management and Coordination

Act, focuses on waste management, biodiversity conservation, and the reduction olpollution.

However. the Project faces challenges in fully implementing its biodiversity management plans

due to limited resources.

3. Employee welfare

The Projects hiring process adheres to policies that promote equal opportunity and diversity. The

gender ratio is taken into account, with regular stakeholder engagements to ensu[e inclusivity.

Employee welfare is enhanced through continuous skill development programs and career

management systems.

Key Initiatives include: Annual staff appraisals ensure career progression and perlbrmance-based

rewards. Comprehensive safety policies comply with the Occupational Salety and Health Act

(OSHA) of 2007, promoting a sate working cnvironment

4. Marketplacepractices-

The Projects market place practices are outlined belowi

a) Responsible Supply chain and supplier relations-

The Project is keen to observe principles of procurenrent as outlined by the Public Procurement

and Asset Disposal Act, 2015. It does this by:

i. Having a well constituted procurement and asset disposal committees namely opening,

evaluation and inspection committees.

ii. Preparing procurement plans for each financial year inconformity with medium temr fiscal

framework and fiscal policy objectives.

iii. Promoting good business practices by providing the relevant information relating to tenders

and specifications ofworks. The Authority reserves 30% ofthe procurable budget to youth.

women and people living with disability.

\ l
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iv. The Project also ensures invoices are paid within a period olone nronth, and has conlmitted

to reduce the pending bills to less than 1ol, for every financial year subject to availability

ol'funds.

b) Responsible ethical practices

The Prdect has prioritized responsible procurement and supply chain practices anchored on

integrity, transparency. and sustainability. These practices ensured that supplier relationships were

nranaged responsibly. ethical standards were upheld, and all operations were iiee fiom corruption.

thereby safeguarding public resources and strcngthening stakeholder confrdence

c) Regulatory impact assessment

Sal-eguard citizen and stakeholder's rights.

\t\



5. Community Engagements

Community engagement is at the heart of our operations. and the project will undertake several

Corporate Social Responsibility (CSR) initiatives aimed at inrproving the quality of life lor

residents.

Key Initiatives: Storm water management and paved -This will resort to improved nrobility and

safe clean water

Through these activities, the project will uplilt the living and business environment within the

town, with positive feedback from residents regarding the tangible benefits. These initiatives not

only promote social cohesion but also reflect our commitment to sustainable urban development.

ln conclusion, municipality strives to embed sustainability across all its operations while working

towards improving environmental perfonnance. employee welfare, ethical market practices, and

community well-being.

xv
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Kan,-a L'rhun Support I'rogrttm II (KLSI'll)
.lrtttuql Report und I"inoncicl Statemants.fitr tht.f ittutrt'ial ytar ended .lutrt -10, 2026

5. Staternent ol' I'rrlject \lanlgcrnent llesponsillililics

Thc Municipal lVlanager f'or thc Municipality and thc Prrrjcct Coordinator are rcsponsible lbr thc
prcparatioll and prescntation ()f the Projcct's tlnancial statcmcnts. \\ hich -giVc a truc and lair vieu' ol
the- state ol'af'lairs of the Project lbr the financial -v-car cndcd on June 30. 2026.

This responsibility includes (i) Maintaining adcquatc I'inancial nlanagcnrent arrangenrents and

ensuring that the'se continue to be ef'tectil'c throughout thc reporting periocl. (ii) Maintaining
proper accounting records. which disclosc with reasonable accuracy at any timc thc financial
position ol'the projcct, (iii,) Designing, inrplenienting and rnaintaining intcrnal controls rclcl'ant
to the prcparation and Iair prescntation of the t'inancial statcnlent. anil cnsuring that thcl' are tiec
from nratcrial misstatenrents, rvhether duc to enrrr or fl'aud.(ir,) sal-eguarding thc assets ol the
project, (v) Sclccting ancl applying appropriatc accounting policies and (v) N'lakin-e accounting
estimates that arc rcasonablc in lhe'circunrstanccs.

Thc Municipal Manager tbr thc Municipality and the Projcct Coordinator accept responsibility fbr
thc Pro jc-ct's financial statemcnts. 

"" 
hich har,'c bcen prcpared on thc IPSAS Accrual Basis Nlcthtld

of' Financial Reporting, r,rsirrg uppropriirtc irccor.rntirrg policics in itccoldlncc rvith Intc'rnatitlnal
Public Scctor Accounting Stanclards.

Thc Municipal Mana-rer lor thc Municipality antl thc l)rojcct Coordinator are ot'the opinion that thc

Project's linancial statcnlcnts civc a tnrc ancl firir vie u'of'the- statc ()l'thc Pnrject's transactious durirtg
the linancial ycal endccl Junc .10, 2026. anrl ot thr Projcct's llnancial position as at that datc.-fhc
Municipal Munagcr firr thc nrunicipalitl and the Plojcct Coorclinator fitrlhcl cottllull thc
conrplctcncss of thc accounting rccords rnaintainetl for thc Projcct. u'hich have bccn relicd upon in
the prcparation of thc- Px>jcct llnuncial stltelncnts and thc rdl'c1uac.u- of the sy'stcrtts of intcrnal
llnancial control.

'l'he Municipal Munagcl lbr the Municipalitl' rurd thc- Prtrjcct (loorclinator conllrnt that thr- Plojcct
has contplied tirlly rvith applicablc Covr'rnnrcnt Rcgulations and thc' terrns ol'cxtcrnll l'irrancing

c()venants and that I'}nrjcct ['unds rcceivcd during thc linancial ycar unclcr autlit '"vcrc usctl lilr tltc
eligiblc purposes tbr which they *'erc inlL-n(lcd artcl u'crc properly accountccl lirr.

Approval of the l)nlject Financial Stltenrcnts

1'hc [)rojcct I'inancia] statenrcnls \\'clc rrl)prove(l b1'thc' I! unicrpul N'lunagcr lirr thc Nlunicipllitt'rntl

thc Projctt (' rdin ol' n lOth Scptcnrber 2026 and signccl by'

Na gila \irrrrc: ( i co['l're r \ l rrtirtrlu

I)roiect ( 'o orrlin rr t o r;\t il i\l anage r

\ \'t
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REPORT OF THE AUDITOR-GENERAL ON KENYA URBAN SUPPORT PROGRAM II

(KUSP II) - EMALISULTAN HAMUD MUNICIPALITY GRANT NUMBER E2O8.KE FOR
THE YEAR ENDED 30 JUNE, 2026

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financialstatements of Kenya Urban Support Program
ll (KUSP ll) - Emali Sultan Hamud Municipality Grant Number E208-KE set out on pages
1 to 37, which comprise of the statement of financial position as at 30 June, 2026 and the

Report of the Auditor-General on Kenya Urban Support Program ll (KUSP ll) - Emali Sultan Hamud Municipality
Grant Number E208-KE for the vear ended 30 June, 2026



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

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

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Urban Support Program ll (KUSP
ll) - Emali Sultan Hamud Municipality Grant Number E208-KE Management in
accordance with ISSAI 130 on the Code of Ethics. lhave fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.17,034,109 and Kshs.17,034,109 respectively.
However, the project spent Kshs.551 ,618 against actual final receipts of Kshs.17,034,109
resulting to an under-absorption of Kshs.16,482,491 or 97o/o of the receipts. The under
absorption was attributed to late disbursements totalling Kshs.17,034,109 which were
received on 20 June, 2026.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
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The under- absorption affected the planned activities and may have impacted negatively
on service delivery to the residents of Emali Sultan Hamud Municipality.

My opinion is not modified in respect of this matter.



report in the year under review

Other lnformation

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

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenruise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

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

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Report of the Auditor-General on Kenya Urban Support Program ll (KUSP Il) - Emali Sultan Hamud Municipality
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Conclusion

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



Basis for Conclusion

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

Responsibilities of the Management and those Charged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

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

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

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

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

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

FCP BS
AUDITOR-GENERAL

Nairobi

Report of the Auditor-General on Kenya Urban Support Program Il (KUSP ll) - Emali Sultan Hamud Municipality
Grant Number E208-KE for lhe year ended 30 June, 2026
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Kenya Urban Support Program I1 (KUSP I l)
Annual Report and Financial Statements for the financial year ended June 30, 2026

T.Statement of Financial Performance for the Year Enrled 30th June 2026.

Surplus/ (deficit

The finan nts ere approved on lOth September,2026 and signed bv

Na Ngila

Municipal Manager

Date:1Oth Sep 2026

Name:Geoffrey Mutinda
Project Coordinator

Date:lOth Sep2026

Reven ue

Revenue Transfers 6 17,034,009

Miscellaneous Revenue 1 100

Total revenue 17,034,109

Expenses

Employee costs 8

Use of goods and services 9 551,618

Depreciation and amofiization expense l0

II

l2

l3

t4 t6,482.49t

17,034,109

Transf'er to other Government Entities

Other Transfers/Subsidies/Grants

Finance Costs

Certified Works

Total expenses

0ther gains/(losses)

Gain/Loss on sale ol assets t5

Gain/Loss on fbreign exchange transactions l6

Impairment loss t7

'd.r-..'...'.......z4
Name:Joseph Mutuku

Project Accountant

ICPAK Member No:14398

Date:lOth Sep 2026

(-...v
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ll. Statcment ot'F inancial Position as at 30rr' .lunc 2026

Rcce ir ublcs

. \ ss r:1s

Current r\ssets
Cash and Cash cq uivalents lri l6.lsl.l9 t

Inr cntorics
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l9
l0
lt

'l'ot:tI ('urrrrtt .\ssets 16..182,191

Non-Current Assets
Property, Plant and Equipmcnt
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R ight o I use asscts

'l'otal ,\sscts (a)
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'))
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t6.llJl.{e l
'Ihc financial irtc s \\ clc ll

\:rtrtt': gila
Ilrrn llnilgcr

pproved on l0rl' Septenrber, 2026 and signed by

\:rrnc
I)ro jr:ct ('oortlin:rt or

l)ate: lOth Scp 202(r
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12. Notes to the Financial Statements

l. General Information
Kenya Urban Support Program is an initive by the government of Kenya and the World Bank to

enhance urban planning and sustainability through inlrastructure development. The World Bank

gives a grant to the Government of Kenya. Ministry of Housing and Urban Developnrent which

then through the Council of Governors allocates this fund to the various qualifying cities and

municipalities within Kenya.

For Emali Sultan Hamud Municipality, it will undertake a project of Cabro Paving of

approximately 290M within En.rali Town.

2. State nrerrt ol'Contpliance and llasis ol' I)rtparatirtn

The financial statements have been prcpared on a historical cost basis except for the nreasurement

at re-valued amounts of certain items of property, plant and equipnrent, niarketable securities and

financial instruments at fair value, inrpaired assets at their estimated recoverable amounts, and

actuarially deternrined liabilities at their present value. The preparation of financial statements in

conformity with International Public Sector Accounting Standards (IPSAS) allows the usc of

estimates and assumptions. It also requires managemenl to exercise judgment in the process of

applying the entitt, '.r accounting policies. The areas involving a higher degree of judgment or

conrplexity, or where assumptions and estirnates are signilicant to the financiat statements, are

discloscd in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting culrency of Emali Sultan Hamud Municipality.

The financial statements have been prepared in accordance with the PFM Act, City/Municipalities

Act, and lnternational Public Sector Accounting Standards (IPSAS). The accounting policies

adopted have been consistently applied to all the years presented

a) Basis of measurement

Under the historical cost basis, assets are recorded at the amount of cash or cash equivalents paid,

or the fair value of the consideration given to acquire them at the tinre of acquisition, plus directly

attributable transaction costs. Liabilities are recorded at the amount of consideration received to

assume the obligation, less transaction costs incurred when the liability was assumed.

For those assets and liabilities measured at lair value, lair value is the price that would be received

to sell an asset or paid to transler a liability in an orderly transaction between market participants

at the measurement date. When measuring the fair value of an asset or a liability, the Entity uses

market-to-observable data to the extent possible. If the tair value of an asset or a liability is not

directly observable, it is estimated by the Entity using valuation techniques that maximize the use
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ol relevant observable inputs and nrinimizc thc use ol'unobservable inputs (e.g.. b)' use ot'thc'

nrarket comparable approach that rellects recent transaction prices for similar items, or discounted

cash flow analysis). Inputs used are consistent w'ith the characteristics olthe asset or liability that

market parlicipants would take into account.

Fair values are categorized into three levels in a lair value hierarchy based on the degree to which

the inputs to the measurement are observable and the significance ol the inputs to the lair value

measurement in its entirety:

. Level I fair value measurements are those derived from quoted prices (unadjusted) in active

markets for identical assets or liabilities that the Entity can access at the measurenrent date.

. Level 2 fair value measurenlents arr: those derived fronr inputs other than quoted prices

included within t-,e vel I that are observable for the asset or liability, either directly (i.e.. as

prices) or indirectly (i.e., derived fiom prices).

. Level 3 fair value nleasurenrents arc thosc dcrived frorn valuation tcchniques that include

inputs for thc asset or liability that arc not based on observable market data (unobservable

inputs).

The E,ntity's accounting policl is to rccognize transf'ers bc-tu'ccn levels ol the lair value hierarchv

at thc end of the reporting period during rvhich the change occun'ed. This policy is consistently

applied to transfers into and out of each levcl

b) Use of Estimates

The preparation of financial statements in confornrity with International Public Scctor Accounting

Standards (IPSAS) allows the usc o1' estinrates and assumptions. It also requircs managemen( to

exerc ise j udgnlent in the process of applying the Iintity's accounting policies. l-he arcas involving

a higher degree oljudgment or conrplexity, or where assumptions and estimates are si-qnificant to

the financial statcments. are disclosed in Note -5 of these flnancial statenrents

These financial statements were authorizecl lbr issue by the accounting officer on lOth September

.2026
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3. Adoption of Nerv and Re!ised Standards
(New and amended standards and interpretations in issue effective in the year ended 30 June
2026.

IPSAS 45-

Propcrty

Plant and

Ecluipnrent

II'S,AS .+]

[-cascs

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discon tinued

Operations

Applicable I't January 2025

The standard sets out the principles lor the recognition. measurenlent,

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

lessors provide relevant information in a manner that faithfully represents those

transactions. This information gives a basis for users of financial statements to

assess the effect that leases have on the financial position, financial perfbrmance

and cashflows of an Entity.

The new standard requires entities to recognise. measure and present

infbrmation on right of use assets and leasc liabilities.

Applicable I't January 2025

The Standard requires.

Assets that meet the criteria to be classille d as hcld ltlr sale to be nteasured at

the lower of carrying amount and fair value Iess costs to sell and the depreciatiort

of such assets to ceasc and:

Assets that nleet the criteria to be classificd as held for sale to bc presented

scparately in the statenrent of financial position and the results ol discontinued

operations to be presented se-parately in thc statcrnent offinancial perlilrntancc.

Applicable I't January 2025

The standarcl supersecles IPSAS l7 on Property. Plant and Equipntent. IPSAS

45 has additional guidancc/ new guidance for herita-ec assets. in lrastruc tr.lrc

assets and nreasLlremcnt. Heritage asscts werc previously excludcd front thc

scopc'o1'IPSAS l7 in IPSAS -l-5. he-ritage assc(s that satisly thc dctinition of
PPE shall bc rccognised as assets if thcy mcet thc critcria in the standard. IPSAS

45 has An additional application guiclancc firr inlrastructurc asscts,

inrplemcntation guidance and illustrative cxantplcs.'fhe standard has clarilied
cxisting principlcs e.g valuation ol land ovcr or unclcr thc intiastructure assets,

unclcr- mrintenancc of assets and ciistinguishing significant parts ol'

in ftastructure assc ts.

IPSAS 46

i\lcasuremcnt

Applicable I't Jaruury 2025

The objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further dctailed guidance on the implementation ot'

commonly used measurement bases and the circumstances under

which they should be used.

ii. Clarifying transaction costs guidance to enhance consistency across

IPSASI

iii. Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and

measurenrent related disclosures.

The standard also introduces a public sector specific measurentent bases called

the current operational value.

li

Staudard I Illll'ective tlate and irnpact:
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,\'ev and amended standards and in! erpre tatio tr s itt issrte but nol _tel eJJ'ective itt tha yeur

ended -10 June 2026

t)

IPSAS 47-
Rcvcnuc

IPSAS ]8-
J-ran s It r
F-xpcnscs

IPSAS.i9.
Rct irc rrrcn t

Bcnc [l t Plans

IPSAS.5O:
Ii.r ploration
For &
E,valuation ol
Nlincral
R cso tr rcc s

II)SAS .5 I :

'l an-sibL'

Nutuftrl
I{csoLrrccs

Hclcl firr
('onsc rvat iorr

II'SASLI SttS
l : Clintltc
Rclutcrl
[)isclosurcs

Applicable I't January 2026
'Ihis standard supcrsr-dL-s IPSAS 9- Rc\ L'rtuc frrlttt cxchansc tl'ltltsactiotts.
IPSAS ll Construction contracts and IPSAS lJ Rcvcnuc ll'otn non- L'xcltan-r.lc

transactions. This stanclartl blings all thc guidance ol'accounting Iirr rcvcnuc
undcr onc standard.'I'he ohjcctive ol thc stuntlard is to cstablish thc principlcs
that an NIDA shall ilppl)' to repolt usctirl inlirrn[rtion [o uscrs tll' f inirncial
statcnrcnts about thc naILlre. arlrount. tinlin-g and unccrtainty of' rcYcnuc antl
cirsh llou :.u ising frottr [c\ cnLrc Iranslcti()r'ls.
Applicahle I't January 2026
'l'hc objcctivc ol thc standarcl is to establish thc principlcs that a translcr
providcr shall appll'' t() report rrscl-ul inlirrrtration to uscrs ol tlnurrciul
statcl)lcnts about thc llatLlIc. arlror-lnt. tinring and unccrtuinty ()l'c\pcn)ics n(l

cash llon arising frolrr tnrnsfcr c\pcnsc triu)srrctions. l'his is a nL'\\ stln(lard li)r
pr-rblic scctor cntitics gr-urcd to prrrvidc guitlarrcc to cntitics thut provirlc
translc'rs on acctlr.rlttilt lirr such translcrs
Applicable l't January 2026
'l'hc ob.jcctive is kr prcscribc thc accounting untl rcptlrting rcquircntcnts lilr thc
public scctor rctircnlcnt bcnet'it plans which providc rctircnrcnt to public scctrrr
cnrployccs antl othcr eligihlc participants. 'l'hc stanclitrcl scts thc l'inancial
stltterllcnt\ thltt shoultl bc prescntecl by a retircnrent bcnelit pli ln
Applicable I't January 2027
The objective ol' this Stlnclartl is to spccifl' the l'inancial rcporting firr thc
expkrriitiorr lor and cvaluution of'nrineral re sourccs. Thc Stanclard rcquircs:

i. Lirrritctl ilnprovcnrcnts lo c,<istin" ucc()untir),' pnr.tiecs lilr crplonttirlt
anri evaluation cxpcndit urcs.

ii. Entities that rcco-unize cxpkrralion and cvaluation asscts to assess suclt
asscts lirr inrpairntcnt irt accordancc r.vith this Stantlartl atttl ntcasltrc
any impairntcnl in accor(lancc with IPSAS 26.

iii. Disclosures that identit\ and cxplain thc anrounts in thc entitl''s
financial statcmcnts arisin-e liom the cxpkrratiort lirr ancl cvuluation ot'

nlillcral res()urccs antl hclp use-rs ol those l'inarrcial statcnlcnts
Llndcrstancl thc arrrount, tiniing anil ccrtainty of I'uture cash Ilows fl'rlnr
Lln ()rilti()rt lrttl cvlrltratirln asscls r'ce()! nize d

Applicahle I't January 2028
1'hc objcctive ol'this standard is to cstahlish thc principlcs thal an cntity shall
appl1, to rcport rclevant inlilrnration to uscl'\ ol financial statenrcnts about thc
naturc, arnounts, tinting, ancl unccrtaintics arising ti'ont tangiblc natuntl
rcs()urcL's hcld lilr conscrvir( itltt.
A tangible natural rcsorJrce hcld Iirr col.t sc-rvat iort is a naturallv rtccurrirtg
taneihlc a\sct that is nlan aged to preven lrtt()ll

Applicable I't January 2028
'fhis standard providcs principlcs tirl an cntitl,' to addrcss clintate-rclatcrl risks
and opportunitics arisins ll'onr an cntit\"s activities and opcrations. 'Ihc

standard providcs disclosurcs ()n govcrnitncc, stratcgv, risk ntanagcnlcnt, an(l
nrctrics lrntl targcts

t its dc

ii) Early adoptiott of standards

'l'hc Entity clid not early adopt any nc\r'or anrcndecl standurds in the l'inancial year

9

Standard i Effective date and intpact:
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.1. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-e:'ichange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at lair
value and recognized on obtaining control of the asset (cash, goods, services, and property) il the

transfer is free fronr conditions and it is probable that the economic benetlts or service potential

related to the asset will flow to the Er?rin'and can be measured reliably. To the extent that there is

a related condition attached that would give rise to a liability to repay the amount, the amount is

recorded in the statement of financial position and realised in the statement of financial

perfbrmance over the useful lile of the assets that have been acquired using such funds

ii) Revenue from exchange transactions

Finance income

Interest income is accrued using thc eflective yield method. The eft'ective yield discoutrts

estimated future cash rcceipts through the expected lif'e ol the financial asset to that asset's nu't

carrying amount. The nrethod applies this yield to the principal outstanding to deterntine interest

income fbr each period.

b) Budget information

The original budget for F\ 202512026 was approved by the Council or Board on 2/' June 2025.

Subsequent revisions or additional appropriations were made to thc approved budget in
accordance with specific approvals from thc appropriate authoritics. The additional appropriations

arc added to the original budget by the entity upon receiving the respective approvals to conclude

the final budget. Accordingly, thc entity rccordcd additional appropriations of'xrr on the FY

202512rJ26 budget tbllouing the Council/ Board's approval.'l'he cntity's budget is prepared on a

different basis to the actual income and expenditure disclosed in the linancial statements. Thc

financial sLatemeltts arc prcpared on accrual basis using a classilication basecl on the nature of
expenses in the statement of financial performance, whcreas the budget is prepared on cash basis.

The amounts in the financial statements were recast from the accrual basis to the cash basis and

reclassified by presentation to be on the sanle basis as the approved buclget. A conrparison of

budget and actual amounts. prepared on a conlparable basis to the approvecl bud-qet, is then

presented in the statement of comparison ol'buclgct and actual amounts. In addition to the Basis

dift-erence, adjustntents to anlounts in the financial statenrents arc also made for differences in the

formats and classification schemes adopted for the prescntation of the financial statements and the

approved budget. A statement to reconcile the actual amounts on a comparablc basis included in

the statement of comparison of budget and actual amounts and the actuals as per the statemcnt of
cash flows has been presented on page - under section - of thcse financial statements.

c) Property, plant and equipment

Recognition and Measurement

The Entity's Propcrty, Plant. and liquipment (PPE) arc'tangible items held lor use in thc

production or supply of goods and services, for rental to others, or for adntinistrative purposes.

and are expected to be used fcrr more than one reporting period.

t0
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An item ot' PPE is recognized as an asscl it'. and onll' il':

. It's probable that the f'uturc econonric benef its or scrvice potcntial associatcd."r'ith thc itenr

u ill llolr' t() thc r)Iinislry.

. 'Ihe cost or fair value of thc itcnr can be nleasured reliably.

Itenrs acquircd through non-cxchange transactions (e.g., donatiorls)arc nrcusured at thcil deemed

cost. which is the tair value at thc datc of acquisition. For all othcr acquisitions, initial
measurL-nrcnt is at cost, which includcs all cxpenses directly attributable to brin-cin-s. the asset to

thc location and cclndition necessary lirr it to be capable ol operuting in thc nranner intendc'd by

management.

The entity has adopted the Historical cost model tirr thc subsequent nreusurenrent of its PPE.

Under this model. after initial rccognition. an asset is carried at its cost less any accunrulatccl

depreciation and irccumulatcd irnpairnrent losses.

Depreciation and Impairment

The entity applics the straight-line method of clcprcciation. as it bcst ref'lccts the pattern of thc

assct's consuniption of its futurc ccon<lnric bcnetlts or scrvicc potcntial. Dcprcciation bcgins whcn

thc asset is availablc lirr usc and ccilsL's at thc carlicr of'the datc thc' assct is classiflcd as hclcl lirr
salc or the date of clerccognition. 'I'hc dcprcciuble' anroirnt is the cost of thc assct lcss its rcsidual

value. ]'he rcsidual value and thc usclul lile ol'an assct arc rcviewed at least at each annuirl

rcporting datc. Thc table belorv intlicatcs thc various cllsses of assets and thc tlcpreciation ratcs.

Iitl)l( J' l)t l,t t ittt it )n t't ttt \

I'lr I'. ltcnt
_o_e2gg-ciatiglnglr
2- | Oo/nttuiltlings

i\lotor vch ie lcs l0- 16.(r7'),,

ln ll'astnrct Lrrc assc t s 2-20,,1,

Furni tqre and llttings
('orn uters & IC ent

Hcritucc Asscts

( )t hcrs (S ecil

Impairment: Thc pr<rjcct ilsscsscs at cach rcportinu datc whethcr thcrc is any indication that an

assct nlay bc impaired. ll'an indicatit)n c\ists. thc rccovcrablc arnount ol'thc asset is estiniatctl.

An inipairnrcnt loss is rccognizetl inrnrcdiatclrv in the statenrcnt of'financial perlirrmancc.

An itcnt of'propcrty. plant, antl cquiprnent is dcre-cognizcd upon clisposal or whcrr no l'uturc

cconornic bcncl'its are cxpcctcd lo arisc fl'onr thc continucd usc of the asset. Thc gairr rir loss urisirrg

on thc disposal or rctircnrent of an assct is dcterrrrirrccl as thc clil'fcrcncc bet"l'ccn thc- salcs procce tls

and thc carrying lrrnoLlllt ol'thc assct and is rccognizccl in thc statcmcnt ol f inancial pcrtornrancc.

rl) Lease Liabilitl'

A right-of-use asset represents the r-ntity's right to use an underl)-ing leased asset o!er the leasc

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

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

ll
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Recognition

The project recognises a right-of-use asset at the lease commencement date. The right-of-use

asset is initially measured at cost. which comprises:

o The amount of the initial lease liability.

e Any lease payments nrade at or before the commencement date. less any lease incentives

received;

. Any initial direct costs inc-urred; and

r An estimate of the costs to be incurred in dismantling and removing the underlying asset

or restoring the site.

Measurement

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

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

and any accumulated impairment losses. Right-of-use assets are depreciated on a straight-line

basis over the shorter of the lease term or the useful life of the underlying asset.

Depreciation of right-of-use assets is charged to expenditure in accordance with the entity's
depreciation policy applicable to owned assets of the same class. Right-of-usc assets are

assessed for impairnrent in accordance with IPSAS 2l - Impairment of Non-Cash-Generating

Assets or IPSAS 26 - Impairment of Cash-Generating Assets, as applicable.

e) Lease Liability

The lease liability is measured at the present value of lease payments that are not paid at that date.

The lease payments have been discounted using the interest rate implicit in the lease, and the rate

can be readily deterrnined. If the rate cannot be readily determined, the entity uses the incremental

borrowing rate.

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

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

performance.

f) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their lair value at the date of the exchange. Following

initial recognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairment losses. Internally generated intangible asscts, excluding capitalized

development costs, are not capitalized and expenditurc is reflected in surplus or deficit in the

period in which the expenditure is incurred. The useful life of the intangible assets is assessed as

either linite or indefinite. lntangible assets with an indefinite useful life are assessed for
impairment at each reporting date.

')
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g) Research and development costs

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

recognized as intangible assets when the Entity can demonstrate:

/ The technical feasibility of completing the asset so that the asset will be available tbr

use or sale.

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

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

r The availability of resources to complete the asset.

/ The ability to measure reliably the expencliture durin-s development.

Following initial recognition of an asset, the asset is carried at cost less any accunrulated

amortization and accumulated impairment losses. Anrortization of the asset begins whcn

development is complete, and the asset is available lbr use. lt is amortized over the period of'

expected future beneflt. During the period ol development. the asset is tested for inrpairnrent

annually with any impairment losses reco-enized immcdiately in surplus or del'icit.

h ) F'inancial instruments

IPSAS 4l addresses the classiflcation, nreasurernent and de-recognition of Ilnancial assets and

financial liabilities, introduces new rules fbr hedge accounting and a new impairnrent model lbr
financial asscts. ?"/re project tktes not lruve any hedge relutktnships tuul tltere'litre tlrc ne*'hetlg,e

ac'counting, rules ha,e rut impuc't on lhc ('ontpunv's .f i nunc'iul stulenrcnts. (turtetrcl us ttppropriate).

A financial instrumcnt is any contract that gives rise to a financial asset ofone entity and a Iinancial
liability or equity instrument ol another entity. At initial recognition, the entity nreasures a

financial asset or financial liability at its fair value plus or minus, in the case ol'a financial assct

or llnancial liability not at fair value through surplus or deficit, transaction costs that are directly
attributable to the acquisition or issue ol the llnancial asset or linancial liability.

Financial assets

Classificatiort

The project classifics its tinancial asscts as subscqucntly nrcasured at anrortiscd cost. lair value

through nct assets/ cquity. or lair valuc through surplus and dctlcit on the basis ol'both thc- entity's

managcmcnt model filr financial asscts and the contractual cash fl<lw' characteristics of thc

financial asset. A financial asset is nrcasurcd at amortized cosl when the financial assct is held

within a managemcnt modcl whosc objective is to hold lrnancial assets in ordcr to collect
contractual cash flows and thc contractual ternls of thc flnancial assct givc risc on specil'ied datc-s

to cash flows that arc solely payments of principal and intercst on thc principal outstandin-9. A

financial assct is nreasurecl at lair value through nct asscts/ equity ii it is held within thc

management model whosc objective is achievecl by both collectin-q contractual cashllows and

selling financial asscts and the contractuill tcrms of thc financial asset -rlive rise on spccificd datcs

to cash flows that are solely payn)cnts ol' principal and interest on thc principal amoLrnt

outstanding. A financial asset shall be nreasured at fair value through surplus or deficit unless it is
mcasured at anrortized cost or tair valuc throu_gh net assets/ equity unless an entity has made an

irrevocable election at initial reco-gnition lbr particular investnrents in equity instrunrc-nts.

ti



Notes to the financial statements

Subsequent measurement

Based on the business model and the cash flow characterist ics. the entity classifies its financial

assets into amortized cost or fair value categories for flnancial instruments. Movernents in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

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

represent solely payments olprincipal and interest, and that are not designated at thir value through

surplus or deficit. are measured at amortized cost. A gain or loss on an instrument that is
subsequently measured at amortized cost and is not part of a hedgin-e relationship is recognized in

profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

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

assets. q,here the assets' cash llows represent solely payments of principal and intcrcst, are

measured at fair value through net assets/ equity. Movernents in the carrying amount arc taken

through net assets, except for the recognition of impairment gains or losses. interest revenue ancl

lbreign exchange gains and losses which are rccognized in surplus/defic it. lnterest incomc fl'onr

these financial assets is included in finance incomc using the effective interest rate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria ltrr amorlized cost or fair value through net assets/

equity are measured at fair value through surplus or dellcit. A business modcl where the cntity

ntanages financial assets with the objective of realizing cash flows through solely the salc of the

assets would result in a fair value through surplus or deficit model.

Trade and other receivables

Tradc ancl other rcceivables are recognizcd at lirir values less iillowances firr any uncrlllectiblc

amounts. Tradc and other receivablcs arc assesscd tbr inrpairment on a corttinuing basis. AIr

estirnatc is nradc ol doubttul rcccivablcs based on a rcvicw of all outstancling arnounts at thc ycilr-

end.

Impairment

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

its financial assets carried at amortized cost and fair value through net assets/equity. The entity

recognizes a loss allowance for such losses at each reporting date. Critical estimates and significant

judgments made by management in determining the expected credit loss (ECL) are set out in Nole

_r_r.

Financial liabilities

Classification

The project classifies its liabilities as subsequently measured at amortized cost except for linancial

liabilities measured through profit or loss.

l-l
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Notes to the financial statements

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory w'as received

through non-exchange transactions (for no cost or fbr a nominal cost), the cost of the inventory is

its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted fi>r.

as lollows:

z- Raw materials: purchase cost using the weighted average cost method.

,. Finished goods and work in progress: cost ofdirect materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity but excluding
borrowing costs.

After initial recognition, inventory is rneasured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or tbr a

nominal charge, that class ol inventory is nreasured at the lower of cost and current replacenrent

cost.

Nct realizable value is the estimated selling price in the ordinary course o1'operations, less the

estimated costs of cornpletion and the estimated costs necessary to nrake the sale, c'xchange, or
distribution. Inventories are recognized as an cxpense when cleploycd fbr utilization or

consumption in the ordinary course ol opcrations of the Errtir.t.

.i ) Provisions

Provisirrns urc rccognizecl ,uvhcn thc l.ltln has a present obligation (legal or constructivc) as a

rcsult ot'u pust evcnt. it is probablc thlt an outllou' of'rcsources embodying cconolrric bcncl'its or

service potcntial rvill be rccluircd to scttlc thc obligation ancl a reliablc cstinratc cnn bc rnacle ol'thc
anroLlllt ol'thc ohligation. Whcrc thc /jrrlill cxpccts sornc ()r all ol a provision to bc rcilrrburscd.

Iirr cxarnplc, undcr an insurancc contract. thc rcinrbr.rrscnlent is recognized as a scparirtc assct orrly

whcn the rcinrburscnrcnt is virtually certain. 1'hc cxpcnse relatinq to any provision is prcsented in

thc statenlcnt ol'f inancial perlornrancc nct o1'any rcinrburscnrent.

C o nti nge nt liabilitie s

Thc pnljct't does not recognizc a contingcnt liability but discloses cletails ol any contin-ucncics in

the notcs to thc linancial statenrents unlcss thc possibilitl' of an outllou, ot'resourccs crrrhodying

econonric bencflts or service potc-ntial is rcnrotc.

Contingenl assets

Thc ltntject docs not reco,srtizc u contirrscrtt us:ct but discloscs dctails ol-a possiblc iissct u hosc

cxistcncc is contingent on thc occurrcncc ()r n()n -()cc u rrence of'onc or nrore rrncc-rtlin Iuturc c'r'cnts

not r.r'holly within the control ot'thc t.rrtitl in thc notcs to thc flnancial statcnrcrrts. Contingent

asscts rrc asscsscd continuall)' to cnsurc thut devclopnrents are appropriatcly rct'lcctcd in thc

linancial statenrents. Il it has bccorttc virtualll ccrtain that an inflow ol econornic hcnr'l'its or

scrvicc pote'ntial will arise and thc assct's valuc can be measured reliably. the asset ancl the relatcd

rcvcnuc are rccognized in the financial statcnrcnts o1'thc pcriod in which thc changc occurs.

1.5



Kenl-a L'rban Support I'rogram II (KI'SI'II) Pntjttt
.\nnual Reports and l"inanci:rl Statements for the -r'ear entled June f0.2026
\otcs to the linancial sliltcrltenls

k) Nature and purpose of reserves

The Project has not created any reserves.

l) Changes in accounting policies and estimates

The Project recognizes the effects of changes in accounting policy retrospectively. The effects ol'

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

m) E,mployee benefits

Retirement benefi t plans

The Project provides retirement benefits lor its employees and directors. De'fined contribution

plans are post-employment benefit plans under which the project pays fixed contributions into a

separate fund and will have no legal or constructive obligation to pay further contributions il the

project does not hold sufficient assets to pay all employee benefits relating to employee service in

the curent and prior periods. The contributions to scheme obligations for the payment ol'

rctirement beneflts are charged against income in thc year in which they beconre payable. Defineci

benefit plans are post-enrployn.rent benefit plans other than defined-contribution plans. Thc

defined beneflts are actuarially valued tri-annually on the projected unit credit method basis.

Detlcits identitled are recovered through lump sunr payments or increased luture contributions on

proportional basis to all participating cnrployers. Thc contributions and lunip sunr payments

reducc the post-enrploymcnt benctlt obli-eation.

n) Foreign currency transactions

Transactions in loreign currencies are initially accounted for at the ruling rate ofexchange on thc

date of the transaction. At each reporting date, forcign currcncy monetary items are translated

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

exchangc rate at the date of the transaction. and those measurcd at fair value arc translatcd using

the exchange rates at thc date whcn the lair value was determined. Exchange differences arising

Iiom the settlcntent of nronetary itenrs or translation of nronctary/non -monctury itents at ratcs

difl'erent fiom those at which thcy rvere initially reported arc recognized in surplus or dcficit in
the period.

o) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of propcrty, plant and equipment.

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

constructed and borrowings have been incurred. Capitalizatir)n ceases when construction of thc

asset is completc. Furthcr borrowing costs arc chargcd to thc statenlent ol linancial perfirrnrance.

p) Related parties

The pntject regards a related party as a pcrson or an entity with the ability to exert control

individually or jointly or to exercise significant influence over the project. or vice versa. Members

of key nranagement are regarded as related parties and conrprise the directors. the Principal and

senior managers.

l()



Kettyo L'rban Support l'rogrotn ll (KLSI'Ill l>ntjt'tt
,-\nnual Reprlrts and Financial Stuternents {'rlr thr: l car cntlctl .lurrc -10. 202(r.

\otr:s lo the lirrancial stltcrnenls

q) Serviceconcessionarrangements

The pntject analyses all aspects ol' sc'rvicc' conccssion arrln_genlL-nt\ that it entcrs into in
deternrining the appropriatc- acc()unting trr'iltment and disclosule requirenicnts. ln particular,
where a private party contributes an asset to thL- irrrangL-nrcnt, thc pntjer'l recognizcs thal assct

rvhen. and only when, it contrclls or regulates the scrl'ices. 1-he operator nrust providc to_gethcr

with thc asset, Io whom it must provide thcnr. ancl at what price. In the case ol'assets othcr than
'r.r holc-of'-lit'e' assets. it controls, through ounership. benctrcial entitlcmcnt or otherrvise any

significant residual interest in the asset at thc end of'the an'angement. Any asscts so reco-qnized

are measLlred at thcir lair value. To the cxtcnt that an asset has been rccognizcd. the 2rrTect also

reco,qnizes a corresponding liability, adjustcd by a cash considcration paid or rcceived.

r) Cash and cash equivalents

Cash and cash cquivalcnts conrprisc'cash on hand and cash at bank, short-tcrnr deposits on call

and highly licluid invc'stnlents with an ori-qinal maturity ol thrcc monlhs ur lcss. which are readily

convertible to knorvn amounts of cash and are sr.rbjcct to insignificant risk ol'changcs in valuc.

Bank account halances includc irniounls held at thc Ccntral Bank ol Kcnyu ancl at various

comnrercial banks at the cnd of thc financial year.

s) Suhsequr:nt events

'fherc has been no events subscclLlcnt to thc l'inancial year cnd with a signilicant inlpact on thc

financial statenicnts lirr thc year ended Jirnc i0, 2026.

t7



Keny-a Lirban Support Pntgront II (KL'Sl' ll) I'n2jecl
Annual Reports and I inancial Statenrents for the l ear ended .lune .10, 2026.

Notes to the financial statenrents.

5. Significant .l utlgnrents antl Sources of l'lstinratiort Irnccrtaintl'

The preparation of the pntjet'ts financial statements in conformity with IPSAS requires

management to make judgments, estimates, and assumptions that affect the reported amounts o['

revenues, expenses. assets, and liabilities. and the disclosure of contingent liabilities, at the end

of the reporting period. Howevc'r, uncertainty about these assumptions and estimates could result

in outcomes requiring a material adjustment to the carrying amount of the affected asset or

liability in future periods. State all judgments. estimates, and assumptions made:

I'lsti nrates antl assurnptions.

The key assumptions concerning the future and other key sourccs of estimation uncertainty at thc

reporting date, that have a significant risk of causing a rnatcrial adjustment to the carrying amounts

ol assets and liabilities within the next financial year, arc dcscribed below. The Entity based its

assumptions and cstirnates on parameters available when the consolidated financial statements

were prepared. However, existing circunrstances and assumptions about future developments ma)'

change due to market changes or circumstanccs arising beyond the control of thc Entity. Such

changes are rellectcd in the assumptions when they occur. IPSAS I .140

I scl\rl lirts arrrl rcsirlrr:rl rulrres

The usef ul lives and rcsidual values ol'asscts arc assessecl using thc lollowing intlicators to infbrru

potential future usc and valuc fionr disposal:

processes.

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates ol provisions is included in Note xxx.

Provisions are measurcd at the managenrcnt's best estimate of the expenditure required to settle

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

IS



Kettya L'rbutt Support l'rogrum ll (kLSI'llt l'rtlct'l
Annual Reports and [-inancial Staternents for the 1'ear cndr:d,lunc -10.2l)26.
\oles to thc linarrcial slutr: rurnts

(r. Ite r euuc 'l'ransl'crs

(l'lte gruttt v'ill lta utili:t'l itt ltuvitt,q u nxul rt'itltitr littuli 'lltrrtt)

a) Details to Revenue 'fransfers

7 . \l isccllarreorrs reve nuc

l- nconditional -l'ranst'ers

(loK Clounter Part l'unding

J'rans fi'r's l).onr Dcvclopnrcnt l)artncrs

Other uttt'r tulit iottul truns-ltrs (Specilt')
'l'otal ['ncorrrlitionll 'l'runsl'e rs la)

('onrlitiorral l runsl'r rs
'l-ranslcrs ltrrrr [)u'r'clopntcnt plrtncrs I t7.0-rt.009

Transfers li'onr Dcvclopnrcnt partncr 2

Otlrer utrrtlitirtttol t rutt.t.fe r.s l.tltecift )

'l'olul ('orrrlitiornl 'l r:rrrsl't'rs { lr)

'l'otal 'l'ransl'e rs lirr the Ycar (a + l)) 17.0-lJ.(x)9

Kslrs Kshs hslts lr.slts

(iOK }runtling

[)er cloprncnt I)urtncr I t7.01{.(x)9 I 7.0.1+.(x)9

DevelOpnrcnt Purlncr 2

Sulrtotul 17.0.1-1.(x)9 17.03-+.(x)9

I)c li'rlcrl Iltcortte rculiz ctl
-l'nrrts Icls irr Kintl
'l'ot u I l7.0lJ.(xx)

Kslrs Kshs
l()()In tcrcsl Incortrc

OtltL,r.s ( s 1ta t'iIt )
'l-ot l I I (X)

t9

I.'\'2{)t5/2026
KSl,t

l"\' 2l)2;1i20:5

K-h;
I)escriptiun

t-

Dc'sc ri l()ll

I r.z,o-rr11q

F\',212512026 h-\ 21124/2125

1

l 1

-+

_+_

Naure of -l'he lintity
'l'rausl'erring

F'\',

202412025

,\ nrourrt

recognizetl to
Slntcnrcnt ol'

l,'i nancial
perlirrnralcc

i\ tnort nt
de I'erred

urrtler
del'errcd
i nco nre.

'l'otal

trans[crs
( Ctrrrent

F \')

I

l_



Ketrru Lrbutr Supporl I'ntgntttt II (KL'SI' IIll'rojL'tt
,\nnual Reports and liinancial Statenrents lirr the ] ear en(le (l ,lune -10. 2026.

ti. l)mployees Costs

Basic salaries ol' permanent employees

Pc'rsonul allou unccs pairl us rcirnbursclllents

Personul allou'ances plovidcd in kincl

Conrpulsory national social security schenrL-s

Conrpulsory natiorrul hcalth insurance schenrcs

Othu'r spccify'r'
'l'ot a I

9. ['se ol'(ioorls urrrl Sr:rr icts

Contruunicltion. supplics untl serviccs

Donrcstic travcI ancl suhsrstcnctr

Forcign traveI ancl subsistcnce

Fuel and lubric an ts

Ceneral office supplics

Stationcry. Printing. uclvcrtising, unrl inlirrrrrltion supplics

Offlcc rcnt
'f rain ing paynrcnts

Hospitllity supplics ancl scrv iccs

Spcc ializctl nratc'rills rntl scrviccs

Other opcratin-u paynrcnts( spcci ly )

Routinc lttitin tr'r.t l r.tct-' r'chiclcs and othcr tran\port
gCltp nlant

Rout inc rrraintcnuncc- trtlrcr usscts

-55().310

Pension and other social security contributions

Utilitics, supplics and servrccs

Bank char'-ucs t,278

L
.l'ot 

a I

l0

5-s I.6t8

I)escription ['Y
?9?i!42f

Kshs

t'\'2021t2025

i Kshs

I Basic wages oI temporary employees

I Personal allowances paid as part ol salary

I)e scription

---l-

l

c

rrY
202iQ026

Kshs

tty 2024t2025

Kshs

IltrLtritnec c ost:

-+

I
Il-



Kerrtu L rbun .Supprtrl I'rogrum ll ( KI SP ll) l'rojct't
Annual Reports antl ['ittlncial Statentents lilr the l ear entlcd .lrrne -10. 2026.

Property. Plant and Equipnrent

Intangiblc Asscts

Right oi Use Asscts

10. l)cprcciatiort anrl ,\ntorlizittion e \l)crlsrl

Othcrs spccily

'Iotrrl

I l. 'l'ransl'er to Other (iovernmcnt Entitics

I2. Othe r 'l'ransf'e rs/Subsidics/(ir:urts

l -1. Firlrrtcr ('osls

Ministry ABC

Projcct XYZ

l)cplrrt nrcnt rrr
Countv xxx
'l-olaI

Transf c'rs to Nort-(iovcrn tue ttt Organizatiotts

S ubs irlics

Otltar.; Sltat'i.lt'
'l'ot 

a I

Financc lcascs (anrortizccl cost )

Unwinding o1' cliscor.rnt on lcase liabilitics

Intercst ort [-casc liabilit ics

Othcrs specit_v
-l'otrl 

firr ance costs

IJ. Certil'ied \\'orks

ll

_j-

tJ\' 2025/2026

lishs
I.'\', 2024/2(ll-i

Kshs
Description

l*Y-?1t?1o97!
Iishs

F\',2021t2$25Descripl ion
Kshs

l

I"Y 2025/202(r

Kshs

F\'202.1/2()25

I{slrs
Dcsc ri ption

t'Y 2025121'-t26

Kshs

r)'2024/202s

Iishs
Descrip( ion

I.-\',2025i2026 IY 2024/202sI)escri loll



Othar.s Spe<'ilt
'l-ota 

I

Kenva L rhun Support I'rogrant II (KL'SP II) Pnlct'r
Annrral Rep orts anrl l"inancial Statcntents for the I ear e trdetl .lune 10. 1026.

Spccitl

(This i.s for short-ternt

Re novations )

thirtl-pttrtt' pntjet'ts. E.,q,., Comnunitt' Rrtrehole.s, Cuttle dip.s

15. (iain/l.rtss ott Srtle ol .\ssels

Pntvitla b rie.l- e.r p luttttl ittt r rttt gttitr,t rttt .t.rrle ttl' li.tetl .r'tr('/r)

16. (iain/l,oss <ln loreign exchange transactions

(lai n ort fbrci gn c xchltn,tlc tratlsllct l()lls
(-)

17. I ut pairrtrelrt Lttss

'l'ol:rI I rrtpairntt rtt l.oss

l ll. ('ush antl ('rtslt l'.t;trir alents

(-)

Propcrty, plant and ctgtripmcttt

Intangible assets

Othc r asscts not ca prta l iscd
( )-t(-)'l'utal gtin/loss tttt sltle ttl'assets

Propcrty. Plant antl [lcltripnrent

lntarrgrhlc Asscts

Other.s.tpeci.t't'

t6.-lt(].191('rrslr irr [Jlnk

Cash on hand

Orhers (Spet'ifr)

l6.Jlt2.J9l-l otul ( :rsh alttl ('itslt I'.t1uit itltnts

-) -)

Description

Loss on foreign exchange transactions

I Totul Gair,/Loss

Kslrs Kshs

t-Y 202512026 l.'\' 202:l/2025

Kshs t
L

FY 2025/2026

Kshs

t'\'2021121125
I)cscription

Ir\' 2025/202(r

Kshs

IrY 2024/2025
l)cscription

t;\'202512112(t

lish s

t'\'2()2Jl2025
lislr s

Description



Kentu L'rbon Support l)ntgranr II (KI .\P ll t l'n2ject
Annual Repurts and I'inancial Statcrrents lirr the l ear enrlerl ,lune -10, 201(r.

\otes to tlte I'irtartt'i:rl stltcnlcnts

I)roicct llarrk,\tcounts

19. Ilect,ir ablcs

'l'otul llr:ce ir ablrs
(Pntvitle lt ric.l' a.r1t lutttt it tn on t'urrutl rectivultlc:l

['rlreign Currencl' Accounts

Central Bank ol'Kenya [A/c No...... ]

Ke nya Conrnrercixl Bank lA/c No lll05 lu0l9l

Co-opcrative Bank ol'Kcn1a IrVc No . I

Othcrs {.r7;ct ili )

-l'otal 
I 
rorci gn Currcncv balanccs

l,ocrrl ('rrrrrncr .\ ccotr rr ts

('cntral []ank ol'Kcnr a l,\'c No... ... 
I

Ke nyrr ('ortintercill IJlnk lA/c No. I 3.]05 I 80-19 |

Co-opcrative Bank of'Ken1'a lA/c No... ..1

l6..ltil.l9l

'l'otlI locll currcncv ballrnccs

'l olrrl lrirrrk:lccount lla la rtccs

Othcrs (.yrecili,)

-l-6J82i19-l

Countcr Part Funding
('ontftrctor's Aclr ance p ) lnclrts
()tIttr lltt L'ivtrItIc.t (.r1tL,tiI't )

tl

la202ll29u
Kshs

\J-?!?!2W
Kshs

Det:ri ls

FY 2025t2026

- K-lrt
t'\'2021/2025-- lGtrs -

Descripliorr



Kettycr L;rban Suppttrt I'ntgrum II (K(iSP IIll'rojtt't
Annual Reports an<l F inatrcial Statenrents for thc l ear endcd .Iunc -10. 2026.

\ging anall sis lirr Rcceir allles

'l otirl 1a+b)

20. I lr vcrrIorics

( P rot' i le h rie.f' e.rp I u t tu t i ot r t t n i t r e tt t t t r i e's I

Dctailc'tl disclosurc ou itr vt'n lorie s

Closing balance

0.,/o

('rrrrcrr

t ['\

'li, ol'

thr:

totaI

Compa
rative

FY

t'i, 
t )l'

thr
total

% o,/o

t)//o

Il//o

O7/(t

/t\

l)//o

Between l- 2 years

Bctwccn 2-3 lears
Ovcr 3 vears o//o

(,

Spare parts and metcrs

\\'ut r: r lbr clistri[rLrlioIr

Othc'r soods hcltl filr rtsllc'
Catering

Consr,rnrablc storcs

N'lctlrcal s Lrpp lics

(-)
'l'otal inventories at the lou er ol'cost anrl ncl

realizablr: l itlue

(-)

\\\

Lcss: allow'ance lbr inrpairnrcnt

lnvcntory cxpcnsccl in thc year

Write-downs in the year

Additional lnventory' in thc 1'car

Opcning blluncc

Othcrs specity

Instttutcc

Rcn t
I

OthL,r.t s pe t'il.t'
'l'otal in vcrttorir:s

21. l'rc1la1 rttcnts

tt

I tcss than I year

IrY 2025/2026

Kshs

FY 202412025

Kshs
Description

I)cscription

F\',21t2512026

I

FY 2025t2026

Kshs

FY 202112025

Kshs

[-]'2025/2026
Kshs

l'Y 202412025

Kshs
l)cscription
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Kenvu L'rhan Support Progrom ll (KL'SP I l)
.-lnnual Report attd I"itruncial Statements Jor tht.finuntial vear etuled Juttt .10, 2026

Notes to the financial statements
a) Valuation

Land and buildings/ Equipment (be specific) werc valued by XXX prolessional valuers
lioni the government, from xxx (specify the entity or department that valued). The assets
were rcvalued by xxx prolessional valuers on this date, xxx. Thcse anrounts wcre adopted
by the Board on xxx, with the concurrence of the National Treasury.

b) Property, Plant and Equipment at Cost
If thc revalucd lieehold land. buildings. and other assets wcre statecl on thc historical cost
basis. the amounts would be as ftrllows:

uiltlings

[)]ant Anrl Nlach rncrl

Motor Vchicles, Incl uclin-q Motorcyclcs
('ortr1-rutcrs And Il c lat cd llq uiprtrc nl

Oll'icc Equipn)cnl. Furniturc, And lrittings

c) ['ull1 depreciated assets
l)r'opcrtr. plant. artrl Equiplttcrtt inclutlcs tlrc lirllrl"l ing usse ts thut are lirlll tlcprcciatccl

'l ol:rI

l.antl

Motor Vchiclcs, incluclin-g Motorcycle s

('onrpr"rtcrs anrl ll.e latctl Erlr:ipnrcnt

()Il'icc I:t1uipn)e nt. ['rrrnitLu'r'. lnd Fittirrgs

PIant and lVlachincry

d) Service Concession assets

lltt' Ttrojett ltrt.t rttt lterilu(t' (L\.\('1.l,

e) I)isclosures on capital work in progress

'l'lre pntject lrus rto \\'orks ltt Pr().qress us ul Ilti: lute

21

Description
lAccunrulated

lDeprecittion
I rtnt

T"t"l

I)escription
Cost or valuntion

Cost

Kshs

Nlt\r
Kshs

Nornr:rl lrnnrnrI

depreciation ch:rrge



Kenva L'rbtn Support Program I I (KL .\l' I I )
,ltrnual Reporl and F-ittttncial Statemetts.fbr thc.linancial year ettded .lutte .J0, 2026

23. Intangible ?\ssets

b'\'2112512026

I.\ t0t-l/]l)15

('0st/\'irlue at l't,lul) 2025( I.'\' 2025/2026)

Additrorrs
'I'rln 

s li'rs (-)

l)isposll (-) ( -) (-) (-)

('ost/\'alrrc lt JOtr' ol'.lurre 202(r

,\ nrortization antl inrpairlncnt

(-)

Arrrortization chargc lirr the t'cru'

I)isposll

r\t I't .1u11 202-i

(-) (-)Irrrpu rrnrcn t loss (-)

,\t tht'crrrl ol'lhe Jre riotl

(-)

\llY at -l0rr' .lune 2016(l'.\ 2025/102(rt

('ost/\ lluc lt l't.lul1 202J( l.'\' 2021/2025)

,\tklitions

(-) (-)

(-)

(-)

('osl/\'aluc at J0tr' ol',f une 2025

.\ lnorlizatiolr antl irnpairrne nt

Anrortization charge for the year

,\t l" .lulr 202J

'l'rlnslcls

l)ispo:lrl (-)

(-)I) ispo sl I

Irttpairtnc-nt loss (-) (-) (-)(-)

.\t thc cntl ol'the pe riotl

\lt\ al J0rl'.lurrc 2025 {prcrious.rcurl

Iti

I)cscriptiou

Ilate

l-

l

I nrlelinite
li fe

Iishs

De linite
li tc

Kshs

\\torli i u

l)rogrcss

Kshs

I'ol a I

Kshs

------------i-

I

I

I)cscriptiorr

l{.atc

I nrlclinite
Iifc

Kshs

Delinite
li fc

Ksh.s

\\'ork iu
l)rogrcss

Kshs

l'ol a I

lishs



Kenya Urban Support I'rogrum I I (KLtSP I I )
Attttud Report and Fittrtncial Statements.for thefinancial year ettdcd Jutte 30,2026

2J. Right of l-rsc ,\ssets

t'\' 202-sl2026

NIIV r\s at 30 ,lunc 2026

t,'\ 202J/2025

As at I Jull' 2025 Current
Y ear

Additions in the period

Remeasurement/Adj ustments

Disposals/Termi nations (-) (-)

As rt l0 June 2026

Accunrulate tl I)c preciation

As at I July 2025 Current

Ycar'

(-) (-)Elimination on

Disposal/Transt'er out
(-) (-)

As at .10 Junc 2026

(-)

(lost/\'a lu at io n

As at I .luly 2024(Previous
year)

Additions in the period

Rcmeasureme n t/Adj ustn.rents

Disposals/Termination s (-) (-)

As at 30 June 2025

Accurnulltrtl l)e prcciat iorr

As at I July 2024 Previous

year

Charge lol the year

29

I

I I t\lotor
I 
Buildinss L,o,,,",u.

Others
Spccil.r'

Erluipment Totnl

-t---Kshs Kshs Kshs Kshs

+
Charge lor the year

i\Iotor
\iehicles

Kshs

Irluiprneut

Kshs I{shs

ngsBuildi
Others
Spccil.y-.

Total

Iishs





Ke nvu L'rban Supporl l)rugrant I I (KL'SP I I )
,4ttttuttl Reprtrt attd I;itttttrcial Statemenls.fbr the Jinancial rear endcd .lune .10, 2026

Elimination on

Disposal/Transfer out
(-) (-) (-) (-) (-)

As at 30 June 2025

NllV As at 30.Iune 20xx

Previous year

25. 'l'ratlc tnrl Othe r l'lr a ble s

l-2 yeals

2-3 vears i//t\

It//o( )r cr' .l vculs o//o

'I otll (tit. lo :rlror t' lolul)
( P ntvide b rie.l' exp latnt kt tr)

1-rade paylblcs

Employee payables

'lo ttl lht
'l'ot 

a I

.\gring anall'sis: ('l'rlrle antl other

1l:n a llles )

Under onc year o//o

()tItcr puwItIcr' (.r7.,r'r'lli )

'l otll tratle arrrl othcr pa.r alllt's

t-\'
2025121t2

6

'lo ol' lltc
'l'ot 

a I

['t'
20251202

6
o,/tt

n/u

O//o

o//o

.10

Kshs

Bul<rings 
I ;lilll, i 

nrruiu,ncnt 
|],t}l,i].

Kshs Kshs

'l'ot ul

Kshs

I
l

Description
F\',2025121t26

Kshs

t;\'2112112025

Kshs

-f
E l



Ktnla I'rhun ,\upltorl l'rognun I I ( KL,SI' I I)
,lnnuul Ilcprtrt und ltittuntirtl Slutt'nte nl.r.litr tha.f inunciol lcur ettded .lutrt' .10, 202(t

\otcs tu tlre linancial stlterncnts
26.'l'hird-l'artr I)r:posits

( Pntvide lt rit.f e.rplurutt it ttt)

27. l)el'erred Income

( l' rt t iit' I t ri t.l c-r 1t I ut tt t t it t rt I

I)eli'rred I nconre \Iol'enrent Sclrr:dule

('ontractrrr's Retention

( )rhe r dcltosit.\ (.\pe(il\')

(lrat r.r it v

'l otal rlc 1los its

F \ 2,02{/2025

,\ging anall'sis: ( llr:lirndtblc tlcllosits)
o,/t\

rlo tll'

thc
'l'ota I

o/

o//tt

oo tll'

thc
'l'ota I

o,/tt

[ 'n tle r o nc t'clt r
l-l verrrs

t)//ol --l veals It//i

o//o o/o( ) r'cr 3 t eurs
'l'otal

l)cvcl0prr rcnt partncr I

I)cvclopnrc:nt partner' l
Ot ltc rs s 1tt c i.lt

'l'otal I)cli'rred Itrcotnc

Kshs Kslr s Kshs hsltr

Balance as at I'r July 202-5

Additirxs

(-)Transfers To Performance

Statemcnt as Revenuc
(-) (-) {-)

Balancc as lrt 30'l'Junc 206

.rl

--.,]

I.\', 2025/102(r

=
I

['Y 2025/2026

I{slrs

lt\'2lt24l2tl25
Dcscription

Kshs
-}-

I:Y 202-si2t)26

Kslr s

F\',2$21/2025

I(slrs
l)escriptiotr

I)el ekrpnren

t l'artner I
DeveloJrme nl

llartucr 2

Othcrs
specil.r'



\otes to the linancial staltntcttts
2li. l.e:rse l.iallilitr

Il at urity Anall sis

,\t thc start 0l'the l ear

(-)
Discount interest on lease liability

Additions

Paid duilng the ycar (-)

r\rlj ustrtit-'nts

.\t thc cnd ol'thc r e ar

Ycar'l

Ycar -l

Ytlr 5 ;\ rttl ()rt'nvalrls

Ycur l
Ycur.l

I-c ss: t.Jne arncrl Intclcst

A rrtlr scrl as:

('u rlc n t

\on- ( 'rrrrc 
rt t

'l otul

.ll

Kenya Urban Support Program I I (KUSP I l)
Annual Report and I-inancial Slqlglll3,rt!folthe financial yal :!de4!l.rrelL7(46

tt\'20251202(t r;\'2021t2025
Description

Kshs Kshs

I)criod .,\ ntorrnt

(-)

.l

I

Description i\ rnou nl



I

Kctttu L'rbon Supltorl I'ntgram I I (Kl.'Sl' I I )
.lnnuul Report ond b'itren(iol Sldemtnts .lltr lhe .finanL'iul t'cor endcd J una 30, 2026

Surllltrs/l)clit'it lirr thc r car I (r.JlJ2.-19 I

Non-cash sftults rcccivcd

(ilins and losscs on rlisposal ol-asscts

,\d.iusted lirr:
Dcprcciution

Inrpairnrent

(-) (-)

-(-)(-)

\\'orking ca pital url.iusl rne rrls

29. ('ash (icneratctl fronr Ope rations

I ncrelsc/DcclcasL- i n i nvc'ntor\'

Incrcasc/Dccreasc in receivablcs

Incrcusci Dccr-cuse in dclcrrcd irtcoltrc

(-) (-)

(-) (-)

(-) (-)

Incrcasc /Dccrcasc in payablcs

]ryr.lf:" p:,11"_",r r.r.:f! in 4lT:-
Net cash florv from operating activities l6.JSl.l9l

(l'he total of this statentent should tie to the cash flott sectk)n on net caslt.flows front/ u.sed in

ope rctt iotls )

30. Special Deposit Accounts
'l hc balanccs in thc l)rojcct's Spccial l)eposit Account(s) as of 30th June 2026 arc includcd in the

Statenrcnt ol-['inancial Asscts sincc- thc linc itcnrs arc yct to be drawn into thc Exchcqucr Account
as a votctl provision.

Bclow' is thc Special Dcposit Account (SDA) nrovcrucnt schcdulc, which shows thc tlow of lirnds
votcd in the ycar. Thcse lunds huve bcen rcportcd as loans/-{rants rcccivcd in thc ycar unclcr thc
.Statenrcnt of Reccipts and Paynrcnts.

(-) (-)

Description
F\',202512026 I.'\' 202.t/25

I(shsKshs

t

i l
-i-

-t

L



Kenyu Ltrhan Support I'ntgram I I (KL'SP I l)
..lnnual Report and I'itttttrt'iul Statemenls for the Jitruncial teor ended June 30, 2026

Special [)eposit .\ccorrtrts \IoveIttent Schetlrrle

Opening balancc (as per thc SDA reconciliation)

Ji)tal l.tnlount rlepositcd itt thr'uccottt.tt

'futal anrount rvithclralvn

('losing lrirllncc (lrs t)cr Sl),\ ll:trtk ltccott
rcconc iliat iorr a t tac hc tl )

-l--r)l \-

l l. ltelaterl I)art.r' I)isclosure s

\aturu ol' rclatcd Irrurtr rcl:rlionslti lts

Entities and other parties related to the project include those parties who have ability to exercise

control or exercise significant influence over its operating and llnancial decisions. Related parties

include management personnel, their associates and close family members.

Government of Kenva

The Covernnrent of Kenya is the principal shareholder of the project. holding 100% of the prrlecr.r

equity intercst. The Government of Kenya has provided full guarantees to all long{erm lenders ol

the Entity, both donrestic and external.

t(x)

17.0.14.009

( i) .{/(' \arrre l.\/c \o I J-105 lll0-19 |

Total anrount clcpositc'd irt thc- accouttt

Opcning balancc

-5-s I .6lS

r6.{82JerClosing lralance los per SI)-.1 htnk (ccou,tl
re c r t tr c i I ittt io tt alt at I t t: tll
(ii) A/c Nanre IA/c No......1

'lirtll arnount * ithdrau n

-l-l

Notes to the financial statelnents

(The Speciol Depo.sit Ac'coLtnt(s) recon(iliotion stdtenrcnt(.\) has (have) been otldched d.t Apperuli-r
.\.\ .fltpport these closirtg buktnce.

ts\'2025t2$26

Kshs

Dcscription

Kshs

l;\'202112025



Ke tt+-a L'rbun Supltor! l'rugram I I (KL SP I l)
..lttttutrl Rcltort und l"itrturcial Statcments Jitr thc.littattt'ial yaar etuled .lune -10, 2026

\otcs to thc I'inirrrcial stltrrnonls
Other relalcrl llirrties inclurle :

l)

ii)
iii )

iv)
v)

-f 
he Parent lvl in istry.

County Govcrnnrcnts

Other SCs and SAGAs

Kcy'managcment.

Board of' Dircctors.

Transactions rlith rel:rted parties

a ) Sules to rr:lalcrl partics

Salcs o1'clcctricitt to thc gor crrrrllcnt lrgcne ics

Rent inconre lionr thc govcrnnrcnt. Agcncics

Othcrs (spccil)')e.9. intcrcsl antl bank chargcs
'l'otal

ll ) llurchirses l)'orrr rclate tl parlics

I)urclursc's o1' clcctricitv fl'orrr Kl']1.C

Purchase of water from the government service

providers

llcnt cxpcrtscs paitl to lhc govcrltrttcrtl agcneics

Othcrs (spccill')

b) (Jrants /transltrs fi'onr thc gor crrrnre rrt

'l'ot al

Grants fhnr national thc !:ovcrnn'rcnt

Crartts lirrrtt county g( ) \,e nr n)cn t

[)onat itrns in k inrl

c) l,)xpenses incurretl on be lrall'ol relatetl parlr
l ot:r l

Payrrrcnts o1'sularies und n'agcs lirr xrr cnrplol'ccs

Paynrcnts lirr goods und scrviccs tirr rrr

d) Kel nlan genrent conrpensation

'l'ol lr l

Dircctors'emolumcnls

Conrpcnsation to kcv rrlrrl gcnrcnt
'l'ota 

I

-l-5

Fli!5qqq
Kshs

l'v 2112412$25

Kshs
Descriptiorr

I

L

-l

.l
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Kcnya Lirhan Support Program I I (KL'SP I I )
Attttuttl Report and I'inanciul Statements Jor the Jinancial vear ended June 30, 2026

Notes to the financial statenlents

32. Fll'ents after the Reporting Period

Thcre uerc no muterill adjusting ancl non-adjustins c'r'cnts aficr thc reporting period.

33. Ultimate And Holding Entity

The project is a Senri-Autononrous Governnrent Agency under the Government of Makucni

County. Its ultimate parcnt is the Government of Kenya.

34. Currency

The financial statements are prese nted in Kenya Shillings (Kshs) rounded to the nearcst Kshs

-16



Ktttt'u L'rhuu Sultport l'rogntrtr I I ( KL..SI' l l )

..ltttturrl Ilcport und I.-ittarrcial Stattments.fbr lhc.fitttttrcial yctr attdt:d .lrrnc -10, 2026

lJ.,\nnexes

Annex l: Prior Year Auditor-General's llecommendations

Fin arrc ial
Statenrcnts

La',v fu lnc ss &
E l'le ctive ncss in
thc Lrsc ol'Public
Resourccs

Eflcctivencss ol'
Intc-rnal Controls.
Risk Managemcnt
& Covcrnancc

n

\a \gilal) \arne : ( i coll'rcr \lrrtintla
l)ro.iect Coorrlin:rtor\I UIlt(' l\lanagcr

37

Ilcl'cre nce No. on
I hc cxternal
audit Ilcport

IStttus:

I tllcstilvcd / Not

I Rcsolved)

ll'intelranre:
| (Put a dule u'hctt I'ou
I axpect lhe issue lo ha

I rasolvcd)

Issue / Observations frorn Autlitor i )'Ianagcnrertt colnnlents



Kenyu L:rhutt Support I'rogrant I I (KL'SP I l)
,lttttuul Ileport and I"inancial Stutemcnts Jitr thc financiul year cndcd Juttc 30, 2026

,\nner 2: I{cconciliation ol'inte r-cntitr tritnsl'e rs

The abovc umouuts havc bccn comrnunicatcd to and reconciled with the Parcnt Ministry/ Statc Dcpartntcnt

Projcct Coordinator Hcad of Accounting Unit
KUSP ll Proje KUSP ll ProJcct

a

Bank Statcmcnt [)atc Amount (Kshs)

(; pxtII o nu C r tt' ut' rlII IIo (.' IIr eIll ('

lndicltc thc [;Y to.,vhich the lnl()r.rnts rcllrtc

B I ) ircct

.l 
ot:rl

il nlcnl\

Indicatc thc FY to which thc arnounts relate.\lror-rnt ( Ksl.r s )Bank Statcn'rcnt Datc

10.0(r.l0l6 t7.0-l+.009

17.0.1.1.(x)(.)I'ol l l

( )t hr: rs('

Indiciitc thc FY to which thc rnrounts rL-liltcAmount (Kshs)

'l'ota I

'l'0tal (A+li+C)

Sign

-38

Sign

____|___-

--f-- --f-

r

Bunk Stltenrent Diltc

t 7.0-1t,009

'l'reirsu rv
['nrject liarue:

I llrcak rlorvn ol' transl'ers fronr the Cotrrtt



.\rrne r -1: l"ircrl \ssct Ilcgister

Wrlrk irr Prrglcss
'l'ot l l

Land

IJ u ilrlin gs irnd stn lctr.u'cs

'l-ransport cclu ipnrcnt

Ol'licc crluipnrcnt. lirrniture and littinirs

ill ach incry lntl Ecpripntcnt

l('1- [:qrriprncnt

r

lnll'ilstn lcture Assets- Rrxrcls. R ils

lleritugc and culturirl lrsscts

Irtturtgiblc ussets

Il ir rlorticltl ltssc t s

j

l9

Kettra Urban Support l'ntgnttn I I (KUSP I l)
tlttttutl llcport and I'-inancial Statcments Jbr the financia! ;'ear ended Junt -10, )026

I Iistoric:rl
Cosl b/['
(Iislrs)

Prcvi ous
Year

:\drlitions
during the

yrar
tKshs)

I)isposals
drrring the year

(Kshs

'l'raus[crs

in/tout) during
thc.year

Historical Cost c/l'
(Kshs)

(lurrent Ycar
i\sset class

--t--

+

I

-----+----


