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1. Acronyms and Definition of Key Terms

A. Acronyms

PSASB Public Sector Accounting Standards Board
FY Financial Year

OSHA Occupational Safety & Heath Act

OCOB Office of the Controller of Budget

KUSP Kenya Urban Support Program

UIG Urban Institutional Grant

UDG Urban Development Grant

LHSUD&PP  Lands, Housing, Survey, Urban Development and Physical Planning
UD&PP Urban Development and Physical Planning

PFM Act Public Finance Management Act

UACA Act  Urban Areas and Cities Act

B. Definition of Key Terms

Fiduciary Management - Members of Management directly entrusted with the entity's
financial resources.

Comparative Year- Means the prior period.
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1 Acror;ymsﬁnd Definition of Key Terms

A. Acronyms

PSASB Public Sector Accounting Standards Board

FY Financial Year

OSHA Occupational Safety & Heath Act

OCOB Office of the Controller of Budget

KUSP Kenya Urban Support Program

UIG Urban Institutional Grant

UDG Urban Development Grant

LHSUD&PP  Lands, Housing, Survey, Urban Development and Physical Planning
UD&PP Urban Development and Physical Planning

PFM Act Public Finance Management Act

UACA Act  Urban Areas and Cities Act

B. Definition of Key Terms

Fiduciary Management - Members of Management directly entrusted with the entity's
financial resources.

Comparative Year- Means the prior period.



County Government of Busia
Malaba Municipality
Annual Report and Financial Statements for the year ended June 30, 2025

2.  Key Entity Information and Managé;ﬁ;;ltw

a) Background information

Malaba Municipality is established by and derives its authority and accountability from Urban

Areas and Cities Act No. 13 of 2011(amended 2019) and Cities and Municipal Charter on @7

March 2020). The City/ Municipality is under the County Government of Busia and is domiciled

in Kenya.

b) Principal Activities

The municipality’s objective is to

a) Provide quality physical infrastructure in the Municipality

b) Provide for governance mechanism that will enable the inhabitants of the Municipality to:

i)

V)

vi)

ii)

viii)

Participate in determining the social services and regulatory framework which will best
satisfy their needs and expectations

Verify whether public resources and authority are utilized or exercised, as the case may be,
to their satisfaction.

Enjoy efficiency in service delivery.

Vigorously pursue the developmental opportunities which are available in the Municipality
and to institute such measures as are necessary for achieving public order and the
provisions of civic amenities, 50 as 1o enhance the quality of life of the inhabitants of the
Municipality.

Provide a high standard of social services in a cost-effective manner to the inhabitants of
the Municipality.

Promote social cohesiveness and a sense of civic duty and responsibility among the
inhabitants and stakeholders in the Municipality in order to facilitate collective action and
commitment towards achieving the goal of a harmonious and stable community

Provide for services, laws and other matters for the Municipality.

Foster the economic, social and environmental well-being of its community
Vision

The vision of the Municipality is to be a leading competitive regional Socio-economic hub

Mission

i
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The Municipality mission is to transform the Municipality into an excellent institution in
unmatched service delivery and infrastructure development
c. Core values

The Municipality is guided by the following core values

I Efficiency and transparency in service delivery
11. Respect of community
1. Unity of purpose and collaboration
iv. Integrity in operations
V. Accountability in resource management
Vi, Equity and gender parity
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¢) Key Management

The Malaba Municipality 's management is under the following key organs:

e County Department of lands Housing and Urban Development
* Malaba Municipality Board of Management

* Accounting Officer/ City/Municipality Manager

e Management

d) Fiduciary Management
The key management personnel who held office during the financial year ended 30™ June 20xx

and who had direct fiduciary responsibility were:

1 Municipality manager Francis Asoyong’

2 | Head of Finance CPA Emoit Tumain Herman

3 | Human Resource Richard Ichani

4 | Public Health Ojwang’ Simiyu

5 | Procurement Department —mMercy Owaya -
7 | Social Work Department Rose Naliaka -

8 | Engineering/works Manuel Waswa ;

9 | Physical Planning Odhiambo |

12| Enforcement Department Fredrick Kagazi ll

e) Registered Offices
P.O. Box 207-50408

Busia — Kamuriai
Malaba Town along Bungoma-Malaba Highway.
f) Contacts

Telephone: (+254) 722904714/(+254)721213206

E-mail:malabamunicipality @gmail.com
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Website: www.busiacounty.go.ke

g) Bankers
Commercial Banks

1. Equity Bank Limited, Malaba Branch
2, Cooperative Bank, Malaba Branch

h) Independent Auditor
Auditor General
Office of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya
i) Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

Vi
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3. Municipality Board

Mr.Tom Julius Ekwenye- Chairman
DoB:12/12/1961
Academic qualification: MA management and leadership, BA
Management and Leadership, CPA and Accounts clerk National
Certificate

An expert in organizational development leadership, strategic
management and corporate governance. He is an accomplished
businessman across many sectors

Hon. Rose Idewa - Vice Chairperson

DoB:1971

Academic qualification: Diploma in county governance

A seasoned business lady and former member of county assembly of
Busia with vast leadership skills in community matters

Mr. George Oria Etyang’-Member

Age:63 Years

Academic qualification: Diploma in Education

Former secondary school principal with vast experience in education
sector and administration.

Hon. Ishmael John Orodi -Member

DoB:1/07/1955

Academic qualification: Diploma in County Governance and
Leadership and Certificate In Human Resource

Former member of county assembly with vast experience in
agricultural and value chain sector and administration

Vil
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Mr. David Otieno OKuku- Member

Age: 49 Years

Academic qualification: BA Biblical Studies, certificate in
Electronics, Trade test certificate in Electronics

An experienced business man and clergy with vast experience in
community work

Mr. Robert Imamai-Member

Age: 41 Years

Academic qualification: Diploma in Public Administration
Clearing and forwarding expert and accomplished business man.

Mr. Francis Asoyong’-Municipality Manager/Secretary

DoB: 12/12/1976

Academic qualification: Bachelors of Arts Social Science in Cultural
Studies

Highly experienced in public governance, Administration and
community development

viil
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4. Key Management Team

1. Municipality Manager ' Francis Asoyong Provides leadership and
- administration to the Municipality
for effective service delivery.
As secretary to the Municipal |
~board, he provides technical
~guidance in management and
policy development.

2. : Municipal Accountant " ' CPA. Emoit Herman Mvaintaini’ng sound  Municipal

Tumain financial records and process in
accordance to with all the
accounting standards, laws and

- regulations.
3. | Municipal Engineer | Eng. Manuel Waswa Responsible for planning, design,
' design and  construction of
- infrastructure within the

municipality

4. Municipal Planner " PL. Odhiambo Responsible for policy
development, land use planning,
infrastructure  development and
environmental management.

5. Procurement Officer - Mercy Owaya The officer is responsible for
efficient and effective acquisition
.of goods and services for the
municipality

6. Human Resource Officer - Richard Ichani v Responsible for  recruitment,

selection, training, performance

management, employee wefare in

accordance with labor laws and

regulations.
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7. Environmental Officer ~ Chirande Denis Responsible for intergration of
- environmental matters into
- development planning,

~environmental regulation through
. policies and research.

8. Social Development Officer - Denis Edasi Responsible  for  promoting :
community ~ engagement  in
development  through  social
programmes, needs assessment

- and partnerships.
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" Malaba MunicipaliAty>Board Chairperson’s Repo;'tiﬁ

It is my pleasure to present the Malaba Municipality Financial Reports and Statements
for the year ended 30" June 2025. The statements present the financial performance of
the municipality for the year ended 30" June 2025.

The Financial Statements have been prepared in line with the Public Finance
Management (PFM) Act 2012 and are in line with the format prescribed by the Public
Sector Accounting Standards Board. The PFM Act requires that these statements be
submitted to the Office of Auditor General and copied to the National Treasury, The
Controller of Budget, The Commission on Revenue Allocation and the County
Assembly after end of the year.

Since inauguration of the board in October 2023, we embarked on establishing the
structures and systems within the institution. This includes the key staff, institutional
planning documents, partners and operational materials and equipment.

The journey has been challenging bearing in mind that the resources are meagre and
scarce. Nevertheless, as the chairman, we are working tirelessly to ensure that Malaba
Municipality lives up to its great spirit.

Our priority as the board includes but not limited to; solid waste management, town
p'anning, municipality By-laws, revenue collection, gender mainstreaming, climate
change and resource mobilisation.

We have made strides in establishing local partnership especially within the business
community and other social groups. Garbage collection remains far stretched because of
meagre resources and the increasing amount of solid waste to be collected

Going forward the Board intends to engage the public and other partners frequently, in
an cffort to develop policies and programmes meant to spearhead locally led solutions.

MALABA MUNICIPALITY FINANCING

As provide for in article 202 of the constitution 2010, the Municipality through the county
governmeai of Busia is financed through equitable share determined annually before the preparation
of budget estimates through the Division of Revenue Act as required by articles 218 and 224 of the

Constitution.

Malaba Municipality expects further finances from donor funded programs like Kenya Urban Support
Program (KX USP) through Urban Institutional grand (UIG) and Urban Development Grant (UDG).

CONCLUSION

Malaba Municipality has made a steady progress in this financial year. On behalf of the Municipality
board, T wish to thank the executive led by H.E the governor for the support they have provided
during the period. My sincere gratitude goes to Malaba Municipality Board Members and staft for

their contirued efforts to in the FY 2024/2025.

X1
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I also wish to extend my gratitude Eﬁﬁéaiﬁy”}?éée?ni;E‘Ei’FéfﬁsTaTcd”b‘y’th‘e”s’;EakE and all othe
stake holders for the support and continued commitment, dedication and hard work to ensure service
delivery to the people of Malaba Municipality

Finally, my appreciation to all the residents of Malaba Municipality for their support and patience
throughout the period. Together we shall make Malaba great.

Mr. Tom Julius Ekwenye

Municipal Board Chairperson

Xii
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6.  Report Of the Municipality Manager

I wish to acknowledge the valuable leadership and support of H.E The Governor and the
Deputy Governor.

I wish to thank the Finance team who worked tirelessly to make the financial report and
statements preparation and consolidation succeed.

I may not mention everybody, but do acknowledge all those individuals who directly or
indirectly put their efforts and contributed to the success of preparation and
consolidation of the Annual Financial Report and Statements for the year ended 30"

June 2023.

On behalf of the Board members (BOM) of Malaba Municipality, I have the honour to
forward the Annual Reports and Financial Statement for the financial period ended 30"
June 2024.
As a Municipality its mandate is drawn from the Urban Areas and Cities Act of 2011
and Article 184 of the Constitution of Kenya 2010.
Budget Performance
We received a total of Ksh 923,629 as payments from the county government and expended Ksh
1,032,660 against approved budget of Ksh 13,350,000. The payment include acquisition of
computers and accessories, staff costs and board expenditure.
The financial year 2024/2025 has been very challenging in various ways, however we strive to be
purposefully resilient amid inadequate resources. Our achievement include;
1. Establishment of partnerships
2. Participation in revenue rapid collection initiative
3. Stakeholder engagement

4. Solid waste collection and cleaning of urban centres within the municipality

Xiil
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Physical progress
Malaba is a young Municipality having started its operations in October 2023 after the
inauguration of the board. It has been a long journey from formation of the institutional
framework to the transfer of functions and resources from the various department. This has
not been achieved conclusively due to the complexity of the processes. However, we remain
hopefull that this process will yield fruits in the near future.
So far we have made strides in the following areas;

1. We have the key staff in the institution
Formulation of basic key documents
Public and stakeholder engagement

Revenue collection

e

Development control and planning.

6. Solid waste management
We are cognizant of the fact that much needs to be done to enhance effective service delivery.
[ appeal for calm and patience as we dissect the many challenges facing our residents albeit
the scarce resources.

Value for money

We strive to utilise the little resources prudently while engaging other partners to achieve our
objectives. We continuously ensure our staff observe the law in all operations. Acquisition of all
goods and services are in strict adherence to the Pfm act 2012. There are regular audits done by
the board and internal and external auditors to achieve value for money for all our programmes.

Principal activities of Malaba municipality are as follows:

* Overseeing the management of the Municipality.

» Developing and adopting policies, plans, strategies and programmes for
efficient running of the municipality.

» Formulating and implementing integrated development plans.

 Controlling land use, land sub-division for various development purposes
as may be delegated.

» Promoting and undertaking infrastructural development and services
within the Municipality or Town as may be delegated by the County
Government.

« Developing and managing schemes, including site development in
collaboration with the relevant National and County Agencies.

* Maintaining a comprehensive database and information system for the

X1V
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« Enforcing the fees, levies and charges as may be authorized by the County
Government for delivery of services.
« I'nsuring provision of services to its residents.
. Initiating new laws or making recommendations for issues to be included in the laws.
» Implementing national policies and policies of the County Executive
_ommittees as they affect the Municipality.

« nforcing compliance with Constitutional provisions on Consumer
2iohts. fair administrative action, Bill of Rights and Values and
Princinles of Public Service.
>rcparing the Annual Appropriation Bill and submitting it to the County
T reasury for consideration and transmission to the County Assembly for
approval.
« Coordinating and facilitating citizen participation in the development of policies
and plans and delivery of services.
« implementing policies for fire and disaster management.
« Promoting a safe and healthy environment.
« Performing such other functions as may be delegated from time to time.
Challenges identified that require urgent attention
Challenges facca by the Malaba Municipality are:
»  Staff trairing/ capacity building.
s Transferrcd functions and budget are still domiciled in the respective departments.
» [nadequate budgetary allocation hampering service delivery
» [nadequatc storm water drainage system in the Municipality.
» Inadequate solid waste disposal sites in Malaba town.
= Luck of solid waste disposal equipment such trucks, skip, skip-loaders
» Inadequatc amenities such as slaughter houses, stadiums, cemetery, library and land for
expansion within peri-urban and agricultural rural set up.
s Lack of disaster management centre.
s Substancaic stalls which do not meet the market demands.
= Lack of buiit up market areas to serve the huge cross border trader.
= Lack of utility vehicles for field work.
= Inadequaic bitumen roads in the wards that form the Municipality.
= Insecurity due to lack of street lights in the estates.

»  Lack of adequate non-motorized transport facilities.

= Very high expectation by the public

XV
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Conclusion:

[ wish to thank the county government of Busia, the Stakeholders, Partners and the residents of
Malaba Municipality for their steadfast support to the institution. The management is committed to
ensuring effective, timely delivery of quality services to its residents and beyond. We continuously
endeavour to engage the executive and other partners to ensure adequate financing of the
municipality’s programmes and projects. This may not be an overnight event but I Am certain that

this will come to pass.

Municipality Manager

XVi
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7. Statement of Performance Against Predetermined Objectives for the FY

Tne key development objectives of the Malaba Municipality during the financial year include;

V.

Below we provide the progress on attaining the stated objectives:

Gorkage colleetion and solid waste management in urban areas and markets

Developing solid waste management policy

Installation of mass, solar and street lights across the urban centres

Rroadening revenue collection streams

Establishing partnerships through stakeholder engagement and resource mobilisation
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igement activities
Wi itics ‘ Reduced time in
hin the ‘

management . | Wilsle! manggenent

- municipality |

lenoc o acaming our goals has been the availability of funding for the intended
pm]u ts and p()llm,dl interierence. The public expectations is very high as compared to the rate at
whica the municipality i= growing. The social —economic problems within the municipality are

and require more resources to solve.
ng other ways of funding including partnerships to finance its activities. Its only
‘oach that the municipality can grow.

SySt€matic
The board is explori

throughn muiti-sectoriat an
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8. Cﬁofporat:i(‘.iovernance Statement
a). Appointment of Board Members
Board meimbers were appointed in accordance with the UAC act of 2011 section 13 and amendments
0f 2019 and the Malaba Municipality charter. The Act also stipulates how a members can seize to

hold office.
The Mal2ba municinality board is properly constituted as stated above.

b). Roles and functions of the Board

a) Oversee the affairs of the city or municipality;

b) Develor and adop! policies, plans, strategies and programmes, and may set targets for delivery of
services;

(¢) Formulate and implement an integrated development plan;

(d) Control land use, land sub-division, land development and zoning by public and private sectors
for any purpose, including industry, commerce, markets, shopping and other employment centres,
resideiiial areas, recieational areas, parks, entertainment, passenger transport, agriculture, and freight
and transit stations within the framework of the spatial and master plans for the city or municipality
as may be delegated by the county government;

(e) As may be delegated by the county government, promote and undertake infrastructural
development and services within the city or municipality;

() Develop and manage schemes, including site development in collaboration with the relevant
national and county agencies;

(g) Maintain a comprehensive database and information system of the administration and provide
public access thereto upon payment of a nominal fee to be determined by the board;

(h) Administer and regulate its internal affairs;

(i) implement applicable national and county legislation;

() Enter inio such contracts, partnerships or joint ventures as it may consider necessary for the
discharge of its functions under this Act or other written law;

(k) Monitor and, where appropriate, regulate city and municipal services where those services are
provided by service providers other than the board of the city or municipality;

(1) Prepare and submit its annual budget estimates to the relevant County Treasury for consideration
and submission to the County Assembly for approval as part of the annual County Appropriation
Bill;

XViil
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(m) As may be delegated by the county government, collect rates, taxes levies, duties, fees and

surcharges on fees:

(n) Sattic and implement fariff, rates and tax and debt collection policies as delegated by the county
government;

(0) Monitor the impact and effectiveness of any services, policies, programmes or plans;

(p) Establish, implement and monitor performance management systems;

(q) Promote a sate and healthy environment;

(r) Facilitate and regulate public transport; and

(s) Perform such other functions as may be delegated to it by the county government or as may be

provided for bv any written law.

¢). Board Meetings
The hoard onerates through its four committees:

| Finance, Administration and Gender Mainstreaming

[AS]

Jrban Planning . environment and infrastructure

3 Corporate Affairs. Investment and Resource Mobilisation

4. Audit, Compuance and Risk Management.

Each committee meets at least ones every quarter which then informs the full board meeting.
Since the inanguraiion, the board has had four full board meetings in accordance with the
aimanac

ot Y ending 30 June 2025 the board had seven full board meetings and sixteen committee
meetings.

“he deliocrations of the board were geared towards institutional and infrastructural development
e b oears ool to set a strong foundation for the future.

d). Term of Board Viembers

s of e board is outlined under the urban areas and cities Act 2011. The members
serve for 2 term of five years’ renewable once.

o). Compliance to Jaw and other legal requirements.

Malaba Municipal board is a responsible corporate citizen in accordance to the constitution
of Keps o 2nd the urban areas and Cities Act 2011 under which the board is established. The
boure 2lso csures compliance to the other fiduciary Acts and the Municipality charter.

X1X
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f). Board Renru;nrérrationi : * -
The Malaha Municipal Board is remunerated allowances based on the the PFM act, 2012 section
195 (2) and as determined by the Salaries and Remuneration Commission

g)- Conflicts of interests and declaration of interest,

Board members are obligated to disclose to the board any real or potential conflicts of interest
which mav come to their attention whether direct or indirect. Members are required to declare
their interest in any matter under deliberation during committees and board meetings.

h). Board Charter

The Board is using the Malaba Municipal charter. Plans are underway for the Board to
develop it’s on board charter, provided in Mwongozo Code and best cooperate rate
governaice practises.

i). Board Fvaluation
The performance of the board and its members is to be evaluated on a regular basis.

XX
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9. Management Discussion and Analysis

The Meal=ha Vionicipality board was actualised as a result of the Urban areas and Cities Act
2011 which o tlines the criteria for classifying Municipalities and Cities and the constitution
of the Municipal and cities board.

Malaba Municipality was granted a charter on 27" march, 2020 which paved way for the

V1

constituion of the Municipal board in accordance with the Urban areas and Cities Act of
201" ard the Municiral Charter.

a). The board became fully operational in October 2023.
Operaucoal and financial performance of the board during the period 2024/2025 include among

Otheu..

» 1l boara has been able to hold key board and committee’s meetings
accoraing to the board almanac.
« Ithas beea wble to develop the five year Municipal integrated development plan and

[

‘he stratezte land use plan, pending assembly approval.
® ihe bowd has developed the following framework: grievance redréss mechanism, Public

wwazemert framework
o e eollection and solid waste management within the municipality’s urban areas and

Arielc 202 o0 die Constitution of Kenya 2010 provides that revenue raised nationally shall be
shared cauanly among the National Government and County Governments. Each County
Goveramens cquitable share of revenue raised nationally is determined annually before the
preparation of budget estimates through the Division of Revenue Act as required by articles
218 and 224 of the Constitution. The revenue sharing formula is developed by the

1O

oin Revenue Allocation and approved by Parliament in accordance with article

Solu il

laba Lwmicpality finances its operations through donor funded programs like Kenya

supvoct Provram (KUSP), through Urban Institutional Grant (UIG) and Urban Development
Grant 8 D6 Tne Municipality had an approved recurrent budget of Kshs 13,350,000.
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10. E}nﬁ;onmehtal And Sustainability Reporting

1. Sustarmability sirategy and profile

Malaba Municipality is established by and derives its authority and accountability from Urban

Areas and Cities Act No. 13 of 2011 (Amended 2019) and Municipal Charter dated 6th June

2018. The Municipality is under the County Government of Busia and is domiciled in Kenya. The

Municipalit, strives to provide quality services that is affordable. accessible. acceptable,

sustainable, effective and equitably distributed to all transparently.

The principal activities of Malaba municipality are as follows:

The principal activities of Malaba municipality are as follows;

Overseeing the management of the Municipality.

Developing and adopting policies, plans, strategies and programmes for

ctiiciznt running of the municipality.

Formulating and implementing integrated development plans.

(ontroliing land use, land sub-division for various development purposes

2s may be delegated.

Promoting and undertaking infrastructural development and services
within the Municipality or Town as may be delegated by the County

Government.

v cloping and managing schemes, including site development in

collaboration with the relevant National and County Agencies.
Vlamntaining a comprehensive database and information system for the

municipality or town.

Luloreing the fees, levies and charges as may be authorized by the County

Covernment for delivery of services.

1nsuring provision of services to its residents.

‘ritliting new laws or making recommendations for issues to be included in the laws.
raplementing national policies and policies of the County Executive
CCommrttees as they affect the Municipality.

The Mur cipality is determined to discharge its mandate through a collaborative approach
with relevant stakeholders. The Municipality requires adequate funding to meet the needs of
its residlerts. IUs therefore prudent it engages as many partners as possible to achieve its

goals.

The board and the management is striving to put in place statutory requirements to attract
more ‘Lriiiae such as the Kenya Urban Support programme (KUSP).

The n.cjor 2reas of approach within Malaba and its environs include:

1. Solic waste management

2. Clean and safe water

3.  Storm 2nd rain water drainage

4. Land use control
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2hlished by and derives its authority and from Urban Areas

and Cities Act No. 13 of 2011 and Cities and Municipal Charter dated 5™ March 2020

The N
The Municipality
acceptahle. susiai

The Environmental

5 e the County Government of Busia and is domiciled in Kenya.

sirives o provide quality services that is affordable, accessible,

Rl “eetive and equitably distributed to all transparently.

Vanagement and coordination Act (EMCA) is the mother law of all

enVironir oo aspecis i e ountry. From it, there are regulations that have been developed

includir o Vet fands

“eonlatisns, Environmental Regulations (EIA/EA), Water Quality

Regulatioas, Controlicd subsances, Biodiversity Regulations, Air Quality Regulations, Waste

Manzgenent Reoulations and Noise Regulations. These regulations regulate the various

environr

The o

[ nvironment Action Plan developed which should be adopted

by the County Assembly. The purpose of environmental action plans is to co-ordinate and

harmomiz.

COouniy Lovernments.

i\

5ot aolicies, plans, programmes and decisions of the national and
as 'ne case may oe, in order to:

upii \ rrocedures and functions; and promote consistency in the

exercise of iunctions that may affect the environment;

il\, Secure inc protec

on 01 the environment across the country; and

~ons By any person, state organ or public Municipality in respect of

the cnvironment that are prejudicial to the economic or health interests of other counties or

In secticn 147 A )
as are nece Or ¢

» National! Lavircnmen:

’1‘11; :‘ ‘J \‘

oives coanties the powers to make legislation in respect of all such matters
' + recuired or permitted under the Constitution and EMCA.

i [ e -~ P’
Policy, 2013

¢s 01 vartous aspects including:
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II1.

IV.

Public participation

A coordinated and participatory approach to environmental protection and management will
be enhanced to ensure that the relevant government agencies, county governments, private
sector, civil society and communities are involved in planning, implementation and decision-
making processes.

Climate Change

Strengthen capacity for national and county level institutions to support national climate
resilience, low carbon development through integrating climate change into implementation
strategies.

Environizental Monitoring and assessment

Ensure periodic reporting on county and national status of environment.
Institutionzal Arrangement

Streamline and strengthen the capacity of environmental institutions at the national and
county leve!s so as to make them more effective and participatory. The policy also requires
that environmental concerns are integrated in all policy, planning and development processes,
throuoh strengthening the capacity of environmental institutions at the county levels so as to
make them more effective in ensuring compliance and enforcement.

Busia Countv has implemented several environmental policies and initiatives, to enhance
environmental management and sustainability.

This policy aligns with the Environmental Management and Coordination Act (EMCA),

1999. providing a framework to address waste management issues within the municipality.

Busia County Climate Change Action Plan (BCCCAP) 2023-2027

The Busia County Climate Change Action Plan for 2023-2027 outlines strategies to mainstream
climate change into the county’s integrated development planning processes. It aims to contribute
to Kenva's updated Nationally Determined Contribution (NDC), which includes reducing

greenhose gas emissions by 22% by 2030 from the 'business as usual' scenario.

Environmeni«l and Social Impact Assessments

Enviconiiens | and Social Impact Assessments (ESIAs) have been conducted for various projects
within Busia Municipality to ensure compliance with national policies and laws. These
assessments  aim  fo  mitigate negative environmental impacts and promote sustainable

development.
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Through these policies and initiatives, Busia County, particularly within Busia Municipality. is

actively working towaras improved environmental performance and sustainability.

Exvironmental performance

The municipality has developed a solid waste management framework which gives an overall
strategy of solid management. It’s in the process of developing a Solid waste management
policy borrowing largely from the Busia Solid Waste Management Policy.

Currently the municipality manages solid through clean ups and collection done by the
casaals. his ls wwenmporary measure as it strives to find a more sustainable way of handling
the matter.

The municipality is planning to acquire solid waste management equipment including a
collection truck. skip bins and loader. The municipality has a dumping site located in Malaba
1own measuring one acre

Employee welfare

the County Government of Busia is guided by the following policies on human capital
management;

1. Constitution of Kenya (2010).

. Couny Human Resource Policy.

Counly Covermment Act (2012).

The Munici pamy nes o highly qualified and experienced staff competitively recruited by the
Couviniv Pullic Service Board.

[he Mu mv.“u;nuy toard o5 fully committed to ensuring that they are well equipped and
dained. Al stadd are .'c;lu.l ‘0 10 be members of professional bodies with good standing.
SUutiey, el eng s are required to under&,o two trainings per year in their area of expertise.
e Municipality is putfing measures in place to comply with Occupational Health and Safety
Act of 2007 1OSHA). This include having fire extinguishers at various points, training on first
aids, essembly nointe. In case of injuries, all officers are subjected to Work Injury Benefits

\ot (WIDA) 10 ensiire they are properly compensated.

\C

Market place practices

Responsib!: competition practice.
Malab oo 0 enctions T a husiness hub that attracts traders from around the world. Through
mutt-sectorial approach, the Municipality continuously engages traders and the general
niblic to o fair comnetition and value for money. Every business is required to be
F ¥ y
licensed h\ the count 'y government of Busia.
Aot siness snneaent is paramount for the growth of Municipality. The Municipality
chdeavouis o ¢sure i ull businesses operate in a uniform ground by;
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V.

Vi

VIIL

VIIL

b)

Anti-Corruptioh Measures
The municipality aligns with national anti-corruption laws and policies, including tl
Leadership and Integrity Act, 2012, and the Ethics and Anti-Corruption Commission
(EACC) guidelines. It ensures that public procurement processes follow open tendering
procedures and in line with the Public Procurement and Disposal Act and regulations to
prevent favouritism and bribery. We also ensured that regular audits and financial
oversight mechanisms are adopted to detect and prevent fraudulent activities.

Responsible Political Involvement

The municipality upholds political neutrality in service delivery to prevent undue political
influence in decision-making. Encourages Public participation in budget-making and
development planning ensures ccommunity-driven governance rather than politically
motivated projects.

Fair Competition Policies

The licensing process is standardized to avoid bias, ensuring a level playing field for all
businesses.

Respect for Competitors

Encourages responsible advertising and pricing to prevent deceptive practices that could

harm competitors or consumers.

By integrating these measures, Busia Municipality fosters a competitive, transparent, and

ethical business environment that supports economic growth and investor confidence.

Responsible Supply chain and supplier relations
Using appropriate procurement methods that ensure equity and transparency.

i) Use of standard tender documents as guided by Public Procurement Regulatory

Authority.

i) Supplier development program sensitization and training for special groups.
iii) Debriefing of unsuccessful bidders to enhance competitiveness and transparency.
iv) Reporting of contracts awards to relevant authorities and general public

v) Procurement based on approved budget and procurement plan.
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vi) Formation of Contract Implementation teams for complex projects to monitor projects.

vii) Consultations and negotiations with suppliers before contract signing especially for
complex projects.

viii) Formation of adhoc Inspection & acceptance Committee to expedite receiving of
goods /accepting work to facilitate payment

ix) Ensuring supporting documents for payment are available on payment vouchers.

x) Ensuring necessary approvals are done before payment.

¢) Responsible marketing and advertisement
Busia Municipality ensure responsible marketing and advertisement through supervision and

licensing of advertisement materials within the municipality.

d) Product stewardship
Busia Municipality safeguards consumer rights and interests through various legal
frameworks, policies, and initiatives aimed at ensuring fair trade practices, safety, and
consumer protection. These efforts include:
i.  Enforcement of Consumer Protection Laws
* Busia municipality aligns with Kenya’s Consumer Protection Act, 2012, which
protects consumers from unfair trade practices, misleading advertisements, and
substandard goods or services.
» Regular inspections are conducted to ensure businesses comply with product
quality and service standards.
ii.  Food Safety and Public Health Inspections
* The Public Health Department ensures that food vendors, supermarkets, and
eateries maintain hygiene standards to prevent foodborne illnesses.
= Licensing requirements mandate compliance with health and safety regulations

before businesses operate.

6. Community Engagements
The Municipality of Busia engaged with its citizens through citizen forums and public

participation on its ongoing and planned projects and activities.
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11. 77R;oxrt of thé?’[unicipality Board Members

The Board Members submit their report together with the audited financial statements for the

year ended June 30, 2025 which show the state of the Municipality affairs.

Principal activities

The principal activities of the Municipality are:

Overseeing the management of the Municipality.

Developing and adopting policies, plans, strategies and programmes for
efficient running of the municipality.

Formulating and implementing integrated development plans.

Controlling land use, land sub-division for various development purposes
as may be delegated.

Promoting and undertaking infrastructural development and services
within the Municipality or Town as may be delegated by the County
Government.

Developing and managing schemes, including site development in
collaboration with the relevant National and County Agencies.
Maintaining a comprehensive database and information system for the
municipality or town.

Enforcing the fees, levies and charges as may be authorized by the County
Government for delivery of services.

Ensuring provision of services to its residents.

Initiating new laws or making recommendations for issues to be included in the laws.
Implementing national policies and policies of the County Executive
Committees as they affect the Municipality.

The performance of the Municipality for the year ended June 30, 2025 is set out on page 1 -6

Board Members

The members of the Board who served during the year are shown on page (vii) — (viii). There

were no changes in the Board during the financial year.
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Auditors

The Auditor General is responsible for the statutory audit of the Busia Municipality in accordance

with Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

/

Francis Asoyong’

Secretary of the Board
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12.  Statement of Management’s Responsibilities

Section 180 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Accounting Officer of the Municipality established by Urban Areas and Cities Act No. 13
of 2011 shall prepare financial statements in accordance with the standards and formats prescribed by

the Public Sector Accounting Standards Board.

The Municipality manager is responsible for the preparation and presentation of the Municipality’s
financial statements, which give a true and fair view of the state of affairs of the Municipality for and
as at the end of the financial year ended on June 30, 2025. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period, (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Municipality, (ii1) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of the
financial statements, and ensuring that they are free from material misstatements, whether due to error
or fraud, (iv) safeguarding the assets of the Municipality, (v) selecting and applying appropriate

accounting policies, and (vi) making accounting estimates that are reasonable in the circumstances.

The Municipality Manager accepts responsibility for the financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments and
estimates. in conformity with International Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act, 2012 and Urban Areas and Cities Act No. 13 of 2011. The
Municipality Manager is of the opinion that the financial statements give a true and fair view of the
state of Municipality’s transactions during the financial year ended June 30, 2024, and the financial

position as at that date.
The Municipality Manager further confirms the completeness of the accounting records which have

been relied upon in the preparation of financial statements as well as the adequacy of the systems of

internal financial control.
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In preparing the financial Statements, the Directors have assessed the Municipalities ability to
continue as a going concern. Nothing has come to the attention of the Municipality Manager to
indicate that the Municipality will not remain a going concern for at least the next twelve months from

the date of this statement.

Approval of the financial statements
The Municipal financial statements were approved by the Board on .............< ] LCI 2025 and
signed on its behalf by:

.’..0.000000 LA XX 00‘.‘00....'....."..‘.!

Francis Asoyong’

Tom Julius Ekwenye
Chairperson of the Board Accounting officer of the Board
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REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
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Enhancing Accountability P.O Box 30084 00100
NAIROBI

Telephone: +254-(20) 3214000
ail: info@oagkenya.go.ke
bsite:www.oagkenya.go.ke

REPUBLIC OF KENYA

REPORT OF THE AUDITOR-GENERAL ON MALABA MUNICIPALITY FOR THE
YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

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

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

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

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, 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 Internal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 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
Qualified Opinion

| have audited the accompanying financial statements of Malaba Municipality set out on
pages 1 to 43, which comprise of the statement of financial position as at 30 June, 2025
and the statement of financial performance, statement of changes in net assets,
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statement of cash flows and 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Malaba Municipality as at 30 June, 2025 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Urban Areas and Cities Act, 2011 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Unconfirmed Property, Plant and Equipment Balance

The statement of financial position reflects property, plant and equipment balance of
Kshs.939,626 as disclosed in Note 24 to the financial statements. However, the
Municipality did not have a depreciation policy and therefore the rates applicable on the
various assets and the computation of the depreciation and amortization expense could
not be ascertained.

Further, Note 19.4(c) to the financial statements on significant accounting policies relating
to property, plant and equipment did not disclose the rates applicable on the various
assets and the computation of the depreciation. In addition, property, plant and equipment
balance includes additions for the year amounting to Kshs.639,629. However, the list of
assets additions was not provided for audit verification.

In the circumstances, the accuracy and completeness of property, plant, and equipment
balance of Kshs.939,626 could not be confirmed.

2. Inaccuracy of the Statement of Cash Flows

The statement of cash flows reflects net cash flows from operating activities amounting
to Kshs.639,629. However, Note 33 to the financial statements on cash generated from
operations reflects Nil net cash flows from operating activities, resulting to unexplained
variance of Kshs.639,629.

In the circumstances, the accuracy and completeness of net cash flows from operating
activities amounting to Kshs.639,629 could not be confirmed.

3. Inaccuracy of the Statement of Financial Position

The statement of financial position reflects accounts payable balance of Kshs.474,790
while Note 31 to the financial statements reflects Nil balance. The resulting variance of
Kshs.474,790 has not been explained or reconciled.

Report of the Auditor-General on Malaba Municipality for the year ended 30 June, 2025
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In the circumstances, the accuracy and completeness accounts payable balance of
Kshs.474,790 could not be confirmed.

4. Inaccuracy of the Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects total actual
expenditure of Kshs.1,032,660 while a recalculation of the amounts results to
Kshs.758,790. The resulting variance of Kshs.273,870 has not been explained or
reconciled.

In the circumstances, the completeness and accuracy of total actual expenditure of
Kshs.1,032,660 reflected in the statement of comparison of budget and actual amounts
could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of the Malaba Municipality Management in
accordance with ISSAI 130 on the 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 qualified opinion.

Key Audit Matters

Key audit matters are those matters that in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Other Information

Management is responsible for the Other Information set out on page iii to xxxii which
comprise of Key Entity Information and Management, Municipality Board, Key
Management Team, Municipality Board Chairperson’s Report, Report of the Municipality
Manager, Statement of Performance against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Municipality Board Members and Statement of
Management’s Responsibilities. The Other Information does not include the financial
statements and my audit report thereon.

In connection with my audit on the Municipality’s financial statements, my responsibility
is to read the Other Information and in doing so, consider whether the Other Information
is materially inconsistent with the financial statements or my knowledge obtained in the
audit or otherwise appears to be materially misstated. If based on the work | have
performed, | conclude that there is a material misstatement of this Other Information, | am
required to report that fact. | have nothing to report in this regard.
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My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the 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

1. Presentation and Disclosure of the Statement of Financial Performance

The statement of financial performance reflects titles for 2023/2024 and 2022/2023
instead of 2024/2025 and 2023/2024 respectively, contrary to the presentation and
disclosure required by the 2024/2025 reporting template prescribed by the Public Sector
Accounting Standards Board.

In the circumstances, the presentation and disclosure of the statement of financial
performance does not comply with the requirements of the reporting template prescribed
by the Public Sector Accounting Standards Board.

2. Non-collection of Own Generated Revenue

The statement of financial performance for the year ended 30 June, 2025 indicates that
the Municipality was financed solely through revenue allocated by the County
Government. No revenues arising from rates, fees, levies, charges and other revenue
raising measures which is retained by the urban area was collected contrary to Section
172(a) of the Public Finance Management Act, 2012.

Further, conferment of municipal status may have been made without satisfying criterion
of demonstrable revenue collection or revenue collection potential contrary to Section 9
(3)(c) of the Urban Areas and Cities Act, 2011.

In the circumstances, Management was in breach of the law.

3. Lack of Autonomy in the Operations and Management of the Municipality

The Municipality of Malaba was granted Municipal Charter on 6 June, 2018 which was
supposed to grant operational independence from the County Government of Busia.
However, review of the operations of the Municipality revealed lack of autonomy as
Municipality’s budget was prepared and controlled by the County Executive and there
was no budget approval by the Municipality Board. Further, the County Government has
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continued to perform a number of functions which were transferred to the Municipality
and the Board could not carry its roles as envisaged.

This was contrary to Section 9(1) of the Urban Areas and Cities Act, 2011 which states
that, the County Governor may, on the resolution of the County Assembly, confer the
status of a Municipality on a town that meets the criteria set out in Subsection (3), by grant
of a charter in the prescribed form and Section 12(1) of the Urban Areas and Cities Act,
2011, which states that the Management of a city and municipality shall be vested in the
County Government and administered on its behalf by a Board, a Manager appointed
pursuant to Section 28 and such other staff or officers as the County Public Service may
determine.

In the circumstances, Management was in breach of the law.

4. Operating without Established By-laws

Review of the policies and programs of Malaba Municipality for the financial year
2024/2025 revealed that the Municipality had not developed and enacted the requisite
by-laws necessary for the governance and administration of municipal functions contrary
to Section 21(1)(f) of the Urban Areas and Cities Act, 2011 which states that, subject to
the Constitution and any other written law, the Board of a city or municipality shall, within
its area of jurisdiction make by-laws or make recommendations for issues to be included
in by-laws.

By-laws are essential for operationalizing the Municipality Charter and enabling the
enforcement of decisions and implementation of programs related to urban governance,
service delivery, planning, regulation, and public order.

In the circumstances, Management was in breach of the law.

5. Failure to Submit Municipality Budget for Approval by the County Assembly

The statement of comparison of budget and actual amounts reflects final total revenue
budget of Kshs.923,629. However, no evidence was provided for audit review to confirm
that the Municipality Board had forwarded the annual estimates to the County Finance
Committee for onward submission to the County Assembly for approval as required by
Section 45 of the Urban Areas and Cities Act, 2011.

In the circumstances, Management was in breach of the law.
6. Failure to Develop and Implement an Integrated Development Plan

Review of the policies and programs of Malaba Municipality for the financial year
2024/2025 revealed that the entity operated without an approved integrated development
plan contrary to Section 9(3)(b) of the Urban Areas and Cities Act, 2011 which states that
a town is eligible for the conferment of Municipal status under this Act if the town satisfies
the criteria that it has an integrated development plan in accordance with this Act.

In the circumstances, Management was in breach of the law.

Report of the Auditor-General on Malaba Municipality for the year ended 30 June, 2025
5



The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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 effect of 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

Lack of Key Policy Documents

During the year under review, Malaba Municipality did not establish adequate policies to
support effective operational management. The audit revealed the following critical policy

gaps:
a) Risk Management Policy

The Municipality lacked a risk management policy to guide the identification, assessment,
and mitigation of risks, including fraud prevention.

In the absence of such a framework, it was unclear how the Municipality evaluated
potential risks or implemented measures to mitigate them and prevent fraud.

b) Asset Management Policy

There was no asset management policy to ensure proper control and safeguarding of
municipal assets such as furniture, computers, and motor vehicles.

This absence raised concerns about assets accountability and long-term sustainability.
c) Solid Waste Management Policy
Although a draft solid waste management policy dated December 2019 existed, it had not

been approved or adopted at the time of the audit. As a result, Malaba Municipality was
not in compliance with Article 42 of the Constitution, which guarantees every person the
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right to a clean and healthy environment. Site visit confirmed the environmental impact of
this policy gap, revealing widespread dumping of food waste, plastics, and other debris.

The lack of an enforceable waste management policy had contributed significantly to
pollution and environmental degradation within the Municipality.

In absence of key policy documents, the effectiveness of the Municipality’s operations
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 controls, 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.

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 International 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 control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Municipality’s ability to sustain 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 Municipality or to cease its
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.

The Municipality Board is responsible for overseeing the Municipality’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.

Report of the Auditor-General on Malaba Municipality for the year ended 30 June, 2025
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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, 2015 and the
International Standards of Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. 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 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.

In conducting the audit, Article 229(6) of the Constitution also requires that | 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. In addition, |
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, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

e

AUDITOR-GENERAL

Nairobi

27 October, 2025

Report of the Auditor-General on Malaba Municipality for the year ended 30 June, 2025
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Busia Municipality
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Annual Report and Financial Statements for the year ended June 30, 2025

14.  Statement of Financial Performance for The Year Ended 30 June 2025.

Revenue from non-exchange transactions
Transfers from the County Government 6 923,629 2.245.595
Public contributions and donations (4 - 5
Levies Fines and Penalties 8 - #
Other revenues (Specify) 9 . *
923,629 2,245,595
Revenue from exchange transactions
Interest income 10 - :
Miscellaneous Income 11 - -
Total revenue 923,629 -
Expenditure
Use of goods and services 12 474,790 528,548
Staff costs 13 236,000 365,200
Board expenses 14 48,000 696,000
Finance costs 15 - =
Depreciation and amortization 16 273.870 81,981
Repairs and maintenance 17 - =
Total expenses 1,032,660 1,671,729
Other gains/losses
Gain/loss on disposal of assets 18 - g
Surplus/(deficit) for the period (109,031) 573,866
The_notes set out on pages 7 to 46 form an integral part of these Financial Statements. The entity

ts were approved on

e

Name: Francis Asoyong’

Municipality Manager

1\ 5% 1QL 2025 and signed by:

Name: Emoit Herman

Head of Finance

ICPAK M/No 30606
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15.  Statement of Financial Position As At 30 June 2025

Assets

Current assets
Cash and cash equivalents 19 - -
Receivables from exchange transactions 20 = =
Receivables from non-exchange transactions 21 - .
Prepayments 22 - -
Inventories 23 - -
Total current assets : '
Non-current assets
Property, plant, and equipment 24 939,626 573,866
Intangible assets 25 - -
Total Non-current Assets 939,626 573,866
Total assets (A) 939,626 573,866
Liabilities =
Current liabilities =
Trade and other payables 26 - .
Refundable deposits from customers 27 - .
Provisions 28 - :
Borrowings 29 - -
Employee benefit obligations 30 - -
Deferred Income 31 - =
Social Benefits 32 - -
Total current liabilities - -
Non-current liabilities -
Provisions 28 - -
Borrowings 29 - 5
Non-current employee benefit obligation 30 - .
Accounts Payable 31 474,790 .
Social Benefits 32 - -

Total liabilities (B)

474,790




county hover;z;ént o] busia
Malaba Municipality
Annual Report and Financial Statements for the year ended June 30, 2025

Net Assets (A-B) 464,836 573,866

Represented by: ;

Capital/Development Grants/Fund - §

Reserves - -
Accumulated surplus 464.835 573,866
Net Assets/Equity 464,835 573,866

The accounting policies and explanatory notes to these financial statements form an integral pT‘t

&%

of the financial statements. The entity financial statements were approved on Yy |

2025 and signed by:

Francis Asoyong; CPA Emoit Herman
Municipality Manager Head of Finance
Date: "Q:( \\\E DG ICPAK M/No 30606

Date: ") '( \ Y \ ")__Q'LS
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16.  Statement of Changes in Net Assets For the Year Ended 30 June 2025

Revaluatio Accumuliate

Bal as at 1 July 2023 (previous year) = e - -
Surplus/(deficit) for the year - - 573,866 573,866

Funds received during the year - - : i
Revaluation gain/loss - - - -
Bal as at 30 Jun 2024 - - 573,866 573,866
Bal as at 1 July 2024 (current year) - - 573,866 573,866
Surplus/(deficit) for the year - - (109,031) (109,031)
Funds received during the year - > - -
Revaluation gain/loss - - - -
Balance as at 30 June 2025 - - 464,835 464,835
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17. Statement Of Cash Flows for The Year Ended 30 June 2025

e

)CSCription

(A

Cash flows from operating activities

Not€

Receipts

Transfers from the County Government

923,629

2,245,595

Interest received

Miscellaneous receipts (Specify)

Total Receipts

923,629

2,245,595

Payments

Use of goods and services

474,790

528,548

Staff costs

236,000

365,000

Board expenses

48,000

696,000

Change in accounts payable

474,790

Total Payments

284,000

1,589,548

Net cash flows from operating activities

33

639,629

656,047

Cash flows from investing activities

Purchase of PPE & intangible assets

639,629

655,847

Proceeds from sale of PPE

Net cash flows used in investing activities

639,629

655,847

Cash flows from financing activities

Receipts from Capital grants

Proceeds from borrowings

Repayment of borrowings

Net cash flows used in financing activities

Net increase/(decrease) in cash & cash
equivalents

Cash And Cash Equivalents At 1 July

19

Cash And Cash Equivalents At 30 June

19
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18.  Statement of Comparison of Budget & Actual Amounts for the Year ended 30

June 2025

V% of 21

»ﬁ”‘k‘%v:'y_ﬁ'

a b c=(a+b) d e;()c' f=d/c
Revenue Kshs. Kshs. Kshs. Kshs
Transfers from the County %
13,350,000 - 13,350,000 923,629 -

Government
Public contributions and %
donations i i i i i
Interest income - - - - - %
Miscellaneous income %
(specify) ] ] ) ) ]

7%
Total Revenue 13,350,000 - 13,350,000 923,629 -
Expenses

4%
Use of goods and services | 11,350,000 - 11,350,000 474,790 =
Board expenses 1,100,000 - 1,100,000 48,000 - 4%
Staff Costs 236,000 - 236,000 236,000 - 100%
Finance costs - - - - - %
Depreciation 273,870 273,870 273,870
Total Expenditure 12,959,870 - 12,959,870 | 1,032,660 - 8%
Surplus for the period 390,130 - 390,130 (109,031) -
Capital Expenditure 939,626 . 939,626 939,626 - 100%

Budget notes
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19.

Notes to the Financial Statements

1. General Information

Busia Municipality is established by and derives its authority and accountability from UACA

Act. 2011 The Municipality is under the County Government of Busia and is domiciled in

Kenya.

The Municipality’s principal activity is performing all the transferred functions within the

municipality as follows

)

v)

vi)

vil)

viii)

X)

x1)

xii)

xiii)

XiV)

Promotion, regulation and provision of refuse collection and solid waste management
services within the municipality.

Promotion and provision of water and sanitation services and infrastructure (in areas
within the municipality not served by the water and sanitation provider).

Construction and maintenance of urban roads and associated infrastructure within the
municipality.

Construction and maintenance of storm drainage and flood controls within the
municipality.

Construction and maintenance of walkways and other non-motorized transport
iinfrastructure within the municipality.

Construction and maintenance of recreational parks and green spaces within the
municipality.

Construction and maintenance of street lighting within the municipality.

Construction, maintenance and regulation of traffic controls and parking facilities
within the municipality.

Construction and maintenance of bus stands and taxi stands within the municipality.
Regulation of outdoor advertising within the municipality.

Construction, maintenance and regulation of municipal markets and abattoirs within the
municipality.

Construction and maintenance of fire stations; provision of firefighting services,
emergency preparedness and disaster management within the municipality.

Promotion, regulation and provision of municipal sports and cultural activities within
the municipality.

Promotion, regulation and provision of animal control and welfare within the

municipality.
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xv) Development and enforcement of municipal plans and development controls within the
municipality.

xvi) Municipal administration services (including construction and maintenance of
administration offices within the municipality.

xvii) Promoting and undertaking infrastructural development and services within the

Municipality.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their estimated
recoverable amounts, and actuarially determined liabilities at their present value. The
preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It also requires management
to exercise judgment in the process of applying the entity’s accounting policies. The areas
involving a higher degree of judgment or complexity, or where assumptions and estimates are

significant to the financial statements, are disclosed in Note 5 of these financial statements.

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

functional and reporting currency of the Municipality.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, the Urban Areas and Cities Act, and International Public Sector
Accounting Standards (IPSAS). The accounting policies adopted have been consistently

applied to all the years presented.

3. Application of New and revised standards (IPSAS)

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

There are no new standards effective in the financial year ended 30th June 2025.

ii.  New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2025.
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[PSAS 43: Upplicable I' January 2025

Leases The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that lessees
and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and cashflows of an Entity.

[The new standard requires entities to recognise, measure and present
information on right of use assets and lease liabilities.

This standard has no effect to the Municipality as there are no lease agreement
in force currently.

IPSAS 44: Applicable I' January 2025

Non- Current The Standard requires,

Assets Held for  |Assets that meet the criteria to be classified as held for sale to be measured at the
Sale and lower of carrying amount and fair value less costs to sell and the depreciation of
Discontinued such assets to cease and:

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

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

This standard has no effect to the Municipality as the Municipality has no non-
current assets held for sale.

[PSAS 45: Applicable I' January 2025
Property Plant and [The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS 45
Equipment has additional guidance/ new guidance for heritage assets, infrastructure assets and

measurement. Heritage assets were previously excluded from the scope of IPSAS
I7in IPSAS 45, heritage assets that satisfy the definition of PPE shall be
recognised as assets if they meet the criteria in the standard. IPSAS 45 has an
additional application guidance for infrastructure assets, implementation guidance
and illustrative examples. The standard has clarified existing principles e.g.
valuation of land over or under the infrastructure assets, under- maintenance of
assets and distinguishing significant parts of infrastructure assets.

This standard has no effect to the Municipality as the Municipality has no
heritage assets. To some extend it may affect the reporting of infrastructure
ssets held by the Municipality

IPSAS 46: Upplicable I'' January 2025
Measurement The objective of this standard was to improve measurement guidance across
IPSAS by:

I Providing further detailed guidance on the implementation of commonly
used measurement bases and the circumstances under which they should
be used.

ii.  Clarifying transaction costs guidance to enhance consistency across
IPSAS.
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iii.  Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and measurement
related disclosures.

The standard also introduces a public sector specific measurement bases called the

current operational value.

This standard will affect the measurement of assets of the Municipality in the
future

IPSAS 47:
Revenue

Applicable I' January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS

11 Construction contracts and IPSAS 23 Revenue from non- exchange
iransactions. This standard brings all the guidance of accounting for revenue under
one standard. The objective of the standard is to establish the principles that an
entity shall apply to report useful information to users of financial statements about
the nature, amount, timing and uncertainty of revenue and cash flow arising from
revenue transactions.

This standard will affect the recognition of the Municipality revenues and how
the revenue will be reported in the financial statements.

[PSAS 48:
Transfer
Expenses

Applicable I* January 2026

The objective of the standard is to establish the principles that a transfer provider
shall apply to report useful information to users of financial statements about the
nature, amount, timing and uncertainty of expenses and cash flow arising from
transfer expense transactions. This is a new standard for public sector entities
geared to provide guidance to entities that provide transfers on accounting for such
transfers.

This standard will affect the recognition of the Municipality expenses relating to
transfers and how such expenses will be reported in the financial statements.

[PSAS 49:
Retirement Benefit]
Plans

Applicable I' January 2026

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

public sector retirement benefit plans which provide retirement to public sector

employees and other eligible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

The standard will affect the reporting of retirement benefits plans for the
unicipality’s payroll obligations

Early adoption of standards

The Entity did no

t early — adopt any new or amended standards in the financial year

10
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4. Significant Accounting Policies
a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services, and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the Entity and can be measured reliably. To the
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 performance over the useful life of the assets that have been acquired

using such funds.

ii) Revenue from exchange transactions

Interest income

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

interest income for each period.

b) Budget information

The original budget for FY 2024/25 was approved by the County Assembly on 19" July
2024. Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. ~The additional
appropriations are added to the original budget by the Municipality upon receiving the
respective approvals in order to conclude the final budget. Accordingly, the Municipality did

not record any additional appropriations following the governing body’s approval.

The Municipality’s budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared on

accrual basis using a classification based on the nature of expenses in the statement of
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financial performance, whereas the budget is prepared on a 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 same basis as the approved budget. A comparison of budget and
actual amounts,

prepared on a comparable basis to the approved budget, is then presented in the statement of
comparison of budget and actual amounts. A statement to reconcile the actual amounts on a
comparable basis included in the statement of comparison of budget and actual amounts and
the actuals as per the statement of financial performance has been presented under section 18

of these financial statements.

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the Municipality recognizes such parts as individual assets with specific useful
lives and depreciates them accordingly. Likewise, when a major inspection is performed, its
cost is recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair value.

d) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite.

12
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e) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets
and financial liabilities, introduces new rules for hedge accounting and a new impairment
model for financial assets. The entity does not have any hedge relationships and therefore the

new hedge accounting rules have no impact on the Company’s financial statements.

A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity. At initial recognition, the entity
measures a financial asset or financial liability at its fair value plus or minus, in the case of a
financial asset or financial liability not at fair value through surplus or deficit, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial

liability.

Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
entity’s management model for financial assets and the contractual cash flow characteristics
of the financial asset. A financial asset is measured at amortized cost when the financial asset
is held within a management model whose objective is to hold financial assets in order to
collect contractual cash flows and the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of principal and interest on the
principal outstanding. A financial asset is measured at fair value through net assets/ equity if
it is held within the management model whose objective is achieved by both collecting
contractual cashflows and selling financial assets and the contractual terms of the financial
asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. A financial asset shall be measured at fair value
through surplus or deficit unless it is measured at amortized cost or fair value through net
assets/ equity unless an entity has made irrevocable election at initial recognition for

particular investments in equity instruments.
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Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its
financial assets into amortized cost or fair value categories for financial instruments.
Movements in fair value are presented in either surplus or deficit or through net assets/ equity

subject to certain criteria being met.

Amortized cost

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

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

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the
financial assets, where the assets’ cash flows represent solely payments of principal and
interest, are measured at fair value through net assets/ equity. Movements in the carrying
amount are taken through net assets, except for the recognition of impairment gains or losses,
interest revenue, and foreign exchange gains and losses which are recognized in
surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net
assets/ equity are measured at fair value through surplus or deficit. A business model where
the entity manages financial assets with the objective of realizing cash flows through solely

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

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year-end.

14
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Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated
with its financial assets carried at amortized cost and fair value through net assets/equity. The
entity recognizes a loss allowance for such losses at each reporting date. Critical estimates
and significant judgments made by management in determining the expected credit loss

(ECL) are set out in Note 16.

Financial liabilities
Classification
The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

f) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost 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 for, as follows:

Raw materials: purchase cost using the weighted average cost method

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

After initial recognition, inventory is measured 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 for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost. Net realizable value is the estimated selling price in the ordinary course of
operations, less the estimated costs of completion and the estimated costs necessary to make
the sale, exchange, or distribution. Inventories are recognized as an expense when deployed

for utilization or consumption in the ordinary course of operations of the Municipality.

15
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g) Provisions

Provisions are recognized when the Municipality has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits or service potential will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where the Municipality expects some
or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the statement of financial

performance net of any reimbursement.

h) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and/or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the needs of
society as a whole. The entity recognises a social benefit as an expense for the social benefits
scheme at the same time that it recognises a liability. The liability for the social benefit
scheme is measured at the best estimate of the cost (the social benefit payments) that the

entity will incur in fulfilling the present obligations represented by the liability.

i) Contingent liabilities

The Municipality 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 embodying economic benefits or service potential is remote.

j) Contingent assets

The Municipality does not recognize a contingent asset but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Municipality in the notes to the
financial statements. Contingent assets are assessed continually to ensure that developments
are appropriately reflected in the financial statements. If it has become virtually certain that
an inflow of economic benefits or service potential will arise and the asset’s value can be

measured

16
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reliably, the asset and the related revenue are recognized in the financial statements of the
period in which the change occurs

k) Nature and purpose of reserves

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

there are no reserves created and maintained by the Municipality.

1) Changes in accounting policies and estimates

The Municipality recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective application

is impractical.

m) Employee benefits — Retirement benefit plans

The Municipality, through the County department of Human resources, provides retirement
benefits for its employees, however there are no retirement benefit plans for the Municipality
board members. Defined contribution plans are post-employment benefit plans under which
the Municipality pays fixed contributions into a separate fund and will have no legal or
constructive obligation to pay further contributions if the Municipality does not hold
sufficient assets to pay all employee benefits relating to employee service in the current and
prior periods. The contributions to scheme obligations for the payment of retirement benefits
are charged against income in the year in which they become payable. Defined benefit plans
are post-employment benefit plans other than defined-contribution plans. The defined
benefits are actuarially valued tri-annually on the projected unit credit method basis. Deficits
identified are recovered through lump sum payments or increased future contributions on
proportional basis to all participating employers. The contributions and lump sum payments

reduce the post-employment benefit obligation.

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported in the statement of financial position reporting date by applying the exchange rate on

that date. Exchange differences arising from the settlement of creditors, or from the reporting
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of creditors at rates different from those at which they were initially recorded during the
period, are recognized as income or expenses in the period in which they arise.

0) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of

financial performance.

p) Related parties

The Municipality regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Municipality, or
vice versa. Members of key management are regarded as related parties and comprise the

Board members, the Municipality Managers and Municipality Accountant.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at various commercial banks at the end

of the financial year.

r) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

s) Events after the reporting period

Events after the reporting date are those events, both favourable and unfavourable, that occur
between the reporting date and the date when the financial statements are authorized for

issue. Two types of events can be identified:

18
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(a) Those that provide evidence of conditions that existed at the reporting date (adjusting
events after the reporting date); and

(b) Those that are indicative of conditions that arose after the reporting date (non-adjusting
events after the reporting date).

The Municipality should indicate whether there are material adjusting and non- adjusting

events after the reporting period.

t) Currency

The financial statements are presented in Kenya Shillings (Kshs.) and the values rounded off

to the nearest shilling.

5. Significant judgments and sources of estimation uncertainty

The preparation of the Municipality's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset
or liability affected in future periods.

State all judgements, estimates and assumptions made.

Estimates and assumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Municipality based its assumptions and estimates on parameters available when the
consolidated financial statements were prepared. However, existing circumstances and
assumptions about future developments may change due to market changes or circumstances
arising beyond the control of the Municipality. Such changes are reflected in the assumptions

when they occur.
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Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:
i) The condition of the asset based on the assessment of experts employed by the
Municipality.
i) The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
iii) The nature of the processes in which the asset is deployed.
iv) Availability of funds to replace the asset.

v) Changes in the market in relation to the asset.
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Notes to the Financial Statements

6. Transfers from the County Government

Transfers from County Govt. — Recurrent - -

T’aymems by County' on behalf of the entity 923629 2,245,595
Unconditional development grants - -
Total 923,629 2,245,595

(Provide brief explanation for this revenue)

a)Transfers from County Government entities Categorized

xx State
Department

XX Ministry ] ] ] I B

L S S (e S S
(Ensure that the amount recorded above as having been received from the County Sully reconciles to the
amount recorded by the sending County office. An acknowledgement note/receipt should be raised in favour of
the sending County office.) *Amount recognised in the statement of financial performance should be the
recurrent grant and the development grant to the extent that there are no conditions attached. Total of column |
should tie to note 6

The details of the reconciliation have been included under appendix xxx

7. Public Contributions and Donations

Donation from development partners :

Contributions from the public -
' Total -
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8. Levies, Fines and penalties

Levies

Fines

Penalties
Others (indicate and specify) -

10. Interest income

Interest income from investments

Interest income on bank deposits
Others (Specify)
Total interest income

11. Miscellaneous income

Income from sale of tender documents

@)tal other income
(NB: All income should be classified as far as possible in the relevant classes and other
income should be used to recognise income nol elsewhere classified
Any writebacks or recoveries from write offs
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12. Use of Goods and Services

Utilities, supplies and services

474,790

89.613

Communication, supplies and services

82,815

Domestic travel and subsistence

Foreign travel and subsistence

356,120

Printing, advertising, supplies & services

Rent and rates

Training expenses

Hospitality supplies and services

Insurance costs

Specialized materials and services

' Office and general supplies and services

Fuel, oil and lubricants

Other operating expenses (Specify)

Routine maintenance — vehicles and other equipment

Routine maintenance — other assets

Contracted Professional Services

Audit fees o

Hire of Transport, equipment etc

Bank Charges

Social Benefit expenses*

Total

474,790

527,548

*Social benefit schemes include benefits such as cash transfers for unemployment or elderly

in line with IPSAS 42.

13. Staff costs

Salaries and wages

§t;ffgrauiii; ;

Social security contribution

Daily Subsistence allowance

236,000

365,200

Total

236,000

365,290‘7 ;J
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14. Board expenses

Chairman/Members’ Honoraria -

Sitting allowances l : -

Medical Insurance /F - -
| Induction and Training 48,00 o 696 000 7

Travel and accommodation -

Other allowances (Specify) g

Total 48,000 | 696,000

Conference Costs - 1 -
|

15. Finance costs

Interest on Bank overdrafts

Interest on loans from banks i

16. Depreciation and amortization

Property, plant and equipment

Intangible assets

Investment property carried at cost

Total depreuatlon and amortization 273, 870 81 97807 -

17. Repairs and Maintenance

Property- Buildings

Otﬁc.e equ1pment

Furniture and fittings = =

Motor vehicle expenses = :
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Maintenance of civil works - =

Total repairs and maintenance - =

18. Gain/(loss) on disposal of assets

Property. plant and equipment - -

Intangible assets - -
Total - -

19. Cash and cash equivalents

Fixed deposits account - -

On — call deposits - -

Current account - -

Others(specify) - -
Total cash and cash equivalents - .

Detailed analysis of the cash and cash equivalents are as follows:

a) Fixed deposits account

Kenya Commercial bank R N .
Equity Bank, etc i} i}

Sub- total 7 7 -
b) On - call deposits = =

Kenya Commercial bank - -

Equity Bank — etc - -

Sub- total - =

c) Chrrent account - =

Kenya Commercial
Bank - Busia Branch
National Bank of - -
Kenya - Busia Branch
Sub- total 7 = : -
pd) Others(specify) ' - - e
Cash in transit - -
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Cash in hand
Mobile Money B

“sub- total

Grand total ] - B T

20. Receivables from exchange transactions

Current Receivables

Service, water and electricity debtors - -

Other exchange debtors - -

Less: impairment allowance

Total Current receivables (a) - ' :

Non-Current receivables

‘Service, water and electricity debtors - -

Other exchange debtors - -

Less: impairment allowance

‘Total Non- current receivables (b) - D
Total - -

Ageing analysis for Receivables from exchange transactions

Current | % of the :if‘(l);npara % of the
FY total FY total
| Less than 1 year - % = %
Between 1- 2 years - | %
Between 2-3 years % %
Over 3 years - % - %
| Total (a+b) - % %
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21. Receivables from Non-Exchange transaction

Transfer from County Executive

Transfer from XXXX Fund

Ageing analysis for Receivables from non-exchange transactions

| Total

Current | % of the fiji:npara % of the
FY total FY total
Less than | year - % - %
Between -2 years i %
Between 2-3 years % %
Over 3 years - % B I R
Total - % - Yo
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22. Prepayments

Prepaid rent - -

Prepaid insurance - =

Prepaid electricity costs

Other prepayments(specify) 7 - - =

Total = - -

23. Inventories

Stationery - -

Consumables - =

Other inventories(specify)

Total inventories at the lower of cost and - I
net realizable value
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24. Property, Plant and Equipment

0.00% 2.00% 12.50% 12.50% 30.00% 12.50% 10.00%
Kshs Kshs Kshs Kshs Kshs Kshs Kshs Kshs
As at 1 July 2023 (previous year) ) - - - -
Additions ) - 655,847 - 655,847
Disposals i - - . -
Transfers/adjustments i - - - -
As at 30" June 2024 ) - 655,847 - 655,847
As at Ist July 2024 i - 655,847 - 655,847
Additions for the year i - - 639,629 639,629
Disposals for the year i - = E -
Transfer/adjustments i - - - -
As at 30" June 2025 (current year) - 655,847 639,629 1,295,476
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Depreciation and impairment

At 1July 2023 (previous year)

Depreciation for the year - 81,981 - 81,981
Disposals for the year - : : -
Impairment for the year - - - -
Transfer/adjustment - - - -
As at 30 June 2024 - 81,981 - 81,981
As at 1st July 2024 - 81,981 - 81,981
Depreciation for the year - 81.981 191.889 273,870
Disposals for the year - - = -
Impairment for the year - : . -
Transfer/adjustment - = -
As at 30" June 2024 (current year) - 163,962 191,889 355,850
NBV as at 30" Jun 2024 (previous ) 573.866 ] J—_—
year) ’ ?
NBV as at 30" Jun 2025 (current 491.885 445,740 935,636
- o Py 9

year)
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25. Intangible assets

Cost

At b@ginning of the year

Additions

At end of the year

Amortization and impairment

At beginning of the year

Amortization

At end of the year

Impairment loss

' At end of the year

'NBV

26. Trade and other payables from exchange transactions

Trade payables

‘Retentions

Accrued expenses

Other payables (Specify)

' Total trade and other payables

% of the % of the
Ageing analysis: 2024 - 2025 Total 2023 - 2024 Total
Under one year - 0% - % |
1-2 years - % - %
2-3 years - % - %
' Over 3 years - % - %
Total - % - %
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27. Refundable deposits from customers

Rent deposits 0 0
Others (specify) 0
 Hoal ] . £
% of the % of the
Ageing analysis: 2024 -2025 Total 2022 - 2023 Total
Under one year - % - %
1-2 years - % - %
2-3 years - %o - %
Over 3 years = % ) %
Total - %o - %
28. Provisions
Balance at the beginning of the year - -
e —

Additional Provisions (Specify)

Provision utilised

Balance at the end of the year

Current Portion of provision

Long term portion of provision

Total Provisions

29. Borrowings

The table below shows the classification of borrowings long-term and current borrowings:

Short term borrowings (current portion)

Long term borrowings

Total

(NB: the total of this statement should tie to note 29 totals. Current portion of borrowings are those borrowings that are
pavable within one year or the next financial year. Additional disclosures on terms of borrowings, nature of borrowings,

security, and interest rates should be disclosed)
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Balance at beginning of the period

‘Borrowings during the year = | - e

Repayments of borrowings during the period N |

Balance at end of the period . =

The table below shows the Distribution of borrowings:

Borrowings
Kenya Shilling loan from KCB -1 =
Kenya Shilling loan from Barclays Bank e - -
Kenya Shilling loan from Consolidated Bank - -

Borrowings from other government institutions - -

| Total balance at end of the year - 7 7 -

30. Employee Benefit Obligations

Kshs. Kshs. 7 Kshs. g Kshs. ‘

' Current benefit obligation - : = -

Non-current benefit obligation - s . -
Total - - = "
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31. Deferred Income

National/County Government

International Funding Bodies = o e

_Public Contributions and Donations - ] =

Total Deferred Income - -

The deferred income movement is as follows:

I Kshs Kshs | Kshs |  Kshs
Balance brought forward - -l I
Additions during the year - - - -
Transfers to capital fund ) ) ) =)
Transfers to income statement ) ) (=) (-)
Other transfers ©) ©) O] O
Balance carried forward - - e -

Include columns as needed for the various sources of income deferred

Analysed as:

Current

_Non- Current — o T

Total =
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32. Social Benefit Liabilities

Health social benefit scheme -

Unemployment social benefit scheme - ' o

| Orphaned and vulnerable benefit scheme -
PWD benefit scheme - -
Elderly social benefit scheme - -

Bursary social benefits - -
Total -

Current social benefits - -

Non- current social benefits - -

Total (tie to totals above) - -

Social benefit schemes include benefits such as cash transfers for the unemployed or elderly in line
with IPSAS 42. They are incurred to mitigate against a certain social risk e.g. poverly, age,
unemployment among others.

33. Cash generated from operations

Surplus/ (deficit) for the year before tax
Adjusted for: - -
Depreciation - -

Amortisation . 5

Gains/ losses on disposal of assets - -

Working Capital adjustments - -

Increase in inventory - =

Increase in receivables - -

Increase in payables - =

Net cash flow from operating activities - -

(The total of this statement should tie to the cash flow section on nel cash flows from
operating activities)
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34. Related party balances
a) Nature of related party relationships

Entities and other parties related to the Municipality include those parties who have ability
to exercise control or exercise significant influence over its operating and financial
decisions. Related parties include management personnel, their associates and close family
members. The Municipality/scheme is related to the following entities:

a) The County Government.

b) The Parent County Government Ministry.
¢) County Assembly.
d) Key management.

e) Municipality Board; etc.

b) Related party transactions

Transfers from related parties’

{'I‘ransfers to related parties 0 0

¢) Key management remuneration

Board Members R |

Key Management Compensation - -
Total - 5

d) Due from related parties

Due from parent Ministry 3 =

Due from County Government = _, -

Due from County Assembly = =
Total N .
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e) Due to related parties

Due to parent Ministry = -

Due to County Government - -

Due to Key management personnel . =

Due to County Assembly . =
Total < -

35. Contingent liabilities

Court case xxx against the entity

Bank guarantees wf -
Total - -
(Give details)

36. Contingent Assets

Court case xxx against the entity

Others Specify
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37. Financial risk management

The Municipality’s activities expose it to a variety of financial risks including credit and
liquidity risks and effects of changes in foreign currency. The Municipality’s overall risk
management programme focuses on the unpredictability of changes in the business
environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk. The Municipality does not hedge any risks
and has in place policies to ensure that credit is only extended to customers with an
established credit history.

The Municipality’s financial risk management objectives and policies are detailed below:

1. Credit risk

The Municipality has exposure to credit risk, which is the risk that a counterparty will be
unable to pay amounts in full when due. Credit risk arises from cash and cash equivalents,
and deposits with banks, as well as trade and other receivables and available-for-sale financial
investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience, and other factors. Individual risk limits are set based on internal or
external assessments in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
by the Municipality’s management based on prior experience and their assessment of the
current economic environment. The carrying amount of financial assets recorded in the
financial statements representing the Municipality’s maximum exposure to credit risk without
taking account of the value of any collateral obtained is made up as follows:

At 30 June 2025 (current year)

Receivables from exchange transactions - -

transactions - = - _
Bank balances . = - -
Total - - - -

At 30 June 2024 (previous year) = 5 - .
Receivables from exchange transactions - - - -

Receivables from non-exchange

T1a ¢°

transactions

Bank balances

Total

(NB: The totals column should tie to the individual elements of credit risk disclosed in the entity's statement of

financial position)
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The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the Municipality has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts. The Municipality has
significant concentration of credit risk on amounts due from xxx.

The Municipality Board sets policies and objectives and lays down parameters within which

the various aspects of credit risk management are operated.

II.  Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Municipality Manager,
who has built an appropriate liquidity risk management framework for the management of the
Municipality’s short, medium and long-term liquidity management requirements. The
Municipality manages liquidity risk through continuous monitoring of forecasts and actual
cash flows.

The table below represents cash flows payable by the Municipality under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as the impact of discounting is not

significant.

At 30 June 2025 (current year)

Trade payables - - A - ' -
Current portion of borrowings - - - -

Provisions = - - -

ErrﬁBl'o—yee benefit obliga&ion - - - -
Total - - - -
At 30 June 2024 (previous year) - - - -
Trade payables - - - -

Current portion of borréwings - - - -

Provisions - = = =

Employee benefit obligation - . - B
Total - - - :
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III.  Market risk

The Board has put in place an internal audit function to assist it in assessing the risk faced by
the Municipality on an ongoing basis, evaluate and test the design and effectiveness of its
internal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will affect the Municipality’s income or the value of
its holding of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Committee. The Municipality’s Finance Department is responsible for the development of
detailed risk management policies (subject to review and approval by Audit and Risk
Management Committee) and for the day-to-day implementation of those policies. There has
been no change to the Municipality’s exposure to market risks or the manner in which it

manages and measures the risk.

IV. Foreign currency risk

The Municipality has transactional currency exposures. Such exposure arises through
purchases of goods and services that are done in currencies other than the local currency.
Invoices denominated in foreign currencies are paid after 30 days from the date of the invoice
and conversion at the time of payment is done using the prevailing exchange rate. The
carrying amount of the Municipality’s foreign currency denominated monetary assets and

monetary liabilities at the end of the reporting period are as follows:

At 30 June 2025 (current year)

Financial assets = e -

Investments = = -
Cash - - =

Debtors/ receivables = & -

Liabilities

| Trade and other payables - - -

Borrowings = - -

Net foreign currency asset/(liability) - - -

(The entity manages foreign exchange risk form future commercial transactions and recognised assets and

liabilities by projecting for expected sales proceeds and matching the same with expected payments.)
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Foreign currency sensitivity analysis

The following table demonstrates the effect on the Fund’s statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate of the three
main transaction currencies, with all other variables held constant. The reverse would also

occur if the Kenya Shilling appreciated with all other variables held constant.

2025 (current year)

Euro 10% - -

USD 10% - -

2024 (previous year)
Euro ' 10% - - - 7
USD 10% - e

V.  Interest rate risk
Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The entity’s interest rate risk arises from bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure

arises mainly from interest rate movements on the Fund’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.
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VI.  Capital risk management.
The objective of the Municipality’s capital risk management is to safeguard the

Municipality’s ability to continue as a going concern. The Municipality capital structure

comprises of the following Municipality:

Revaluation reserve - -
Capital/Development Grants/Municipality - -

Accumulated surplus - -
Total Funds = -

Total borrowings - )
Less: cash and bank balances

Net aébt/(excess cash and cash equivalents) - -

Gearing 0% 0%

38. Program for Results (PforR) Disclosure

This disclosure note is for entities that are implementing Programs for Results (PforR).
Implementing entities are required to make disclosures in accordance with their respective
financing agreements. The disclosure should capture the program's goal and expenditures
designated in the expenditure framework.

‘ Name of the PforR: xxxxxxxx
' Financing Partners: xxxxxxxxxx

| |
' Purpose of the PforR: xxxxx

- Cumulative actual expenditures for the previous years : 0 ‘

Actual expenditure in the current financial year.

1. Employee Cost 0

2. Use of goods and Services 0

3. Grants and Subsidies 0

4. Building of ECDE facilities 0

5. Others (specify) 0
' Sub-total o
| Cumulative Actual Expenditures to date 0
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| \ppendices

vppendiy 1 Progress on Follow up of Auditors Recommendations,

Ihe following s the summary of 1ssues ratsed by the external a whitor,

comments that were provided to the auditor

wl management

Guidance Nores:

4} Use the same relesence numbers as contamed in the external audit report.

b) Obtain the “lssueObservation” and “management comments”, required above, froo

external audit report that is signed by Management.

) Before approving the report, discuss the limetrame with the appointed Focal Point

persons within vour entity responsible for implementation of each issuc.
lndicate fhe status of #Resolved"” or “Not Resvived” by the date of subn
to Countly Treasuly. ‘:

iy ™ P

<

d)

-

Signed by the eriuting officer of the Envity

o,

To be

Appendix 2: Inter-Entity Transfers
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Derect Paymicnts Date (Kshis) | relaie
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Toral '
{ The above amounts have been commumicaicd to | reconciled with the parent Depurimes

Lounny

Signed by theHead of Accounis of the Entity und the transferving Envivies

Appendix 3: Reporting of Climate Relevant Expenditure:

Name of the Organization
Telephone Number
Email Address

Name of CEOMIDY Head

Name and contact details of contact person (in case of any clarifications)
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Appendix 4: Disaster Expenditure Reporting Template

Date:

Entity
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