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For thefinanciol year ended lune 30,2021

1.1

I. PROJECT INFORMATION AND OVERALL PERFORMANCE

Name and registered office

Name

The project's official name is Kenya Urban Support Program

Objective

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

Address

The project headquarters offices are in Nairobi County, Kenya

The address of its registered office is; The Ministry of 1'ransport, Infrastructure, Housing ancl
Urban Development
State Depaftment of Housing and Urban Development
P.O Box 34477-00100
Nairobi
'l'elephone number is (25a) 340972

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

Contacts: The fbllowing are the project contasts

Telephone: Contacts: (254)3 340972
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PROJECT INFORMA'IION AND OVERALL PERI.'ORMANCB (Continued)

1.2 Project Information

1.3 Project Overview

Line Ministry/State Department

ofthe project

Project nurnber

'['he project is under the supervision of the State

Departrnent of Housing and lJrban Devcloprnent in

the Mirristry of 'l'ransport, Infiastructure, Housing

and Urban Development. Ministry.

Pro,iect Start Date: The project start date is26 July 2017

Project End Date: 'l'he project end date is 3l July 2023 (6 years after

ef fective starti ng date)

Project Manager: The Projcct Coordinator is Mr Charles I('Onyango

Pro.iect Sponsor: '['he project sponsor is through a hybrid of the

lnvestrnent Pro.ject Financing (lPF) and Program for

Results (P fbr R) instruments) from the International

Dcvelopment Association (lDA) and counterpart

tirnds from the (iovernment of Kenya (GoK),

tDA 6 r340

'l'he strategic goals of thc project are as fbllows

(i) Support tbr the establishment.
operationaliz.ation and strcngthening of the

institutional fiamework for urban management

as part of the national level interventions
(Winclow l)

(ii) Strengthening management and

adrrrinistration of urban flnances lincluding
conditional grants) in Window I

(iii) Provision of support fbr planning, urban

infiastructure. artd service clelivcry in Window I

(iv) Assist County Covcrnmcnts Address Urban

Devclopnrent and Managerncnt Issues as part of

Strategic goals of the project

the co level interventions Window 2
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(v) Ensure Urban institutions are established and
operational (UIG minimum conditions are
achieved) in Window 2

(vi) Dnsure Urban institutions are performing
eflectively in delivering urban infiastructure and
services (tJDG performance standards are
achieved) in Window 3

Achievement of strategic goals '['he project management aims to achieve the goals

through the following means: Through institutional

arrangements at the national, county and urban board

levels

Othor important background

information of the project

'fhe project key objective is to establish and
strengthen urban institutions to deliver improved
infrastructure and services in participating counties
in Kenya.

Current situation that the project

was formed to intervene

The project was formed to intervene in the following

areas: Establish and strengthen urban institutions to

delivcr improved inlrastructure and services in

participating counties in Kenya

Project duration The project starred on 26th July 2017 and is expected

to run until 3l Jtrly 2023.

IV
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PROJECT INF0RMATION AND OVERALL PERFORMANCE (continued)
1.4 Bankers

The following are the bankers lor the currcnt year

(i) Central Bank of Kenya- DA Accounr

Haille Sellassie

A/c No 10003 171176

(ii) Central Bank of Kenya- KShs Accounr

t{aille Sellassie

A/c No 1000396946

1.5 Auditors

Thc project is audited by the Auditor Gencral. Ofllcc of z\uditor (jeneral, p.o llo.x 300g4 - 00100
Nairobi.

1.6 Roles and Responsibilitics

List the difflerent people who will be working on the project. T'his list would include the project
managcr and all the key stakeholders who witl be involved with the project. Also, record their role,
their positions, and their contact infbrmation.

Certilied
Public
Accountant

Names Title designation

Programme Coordinator

Key
gselils.nliq! _
Rcgistcrcd
Planner

Responsibilities

Overall
coordination

programme
Charles K'Onyango

Solomon Ambwere Deputy Programnrc Coordinator, K USp
t-lead irr Urban Planning and tJrban
Man cnt

Registered
Planne r

Depufy to programme
c<-rord inator', Managemcnt
of Urban Plannin

Isaac Mungania KUSP Ilead of Institutional
Devel t and Man ent Su rt

Land Surveyor Management of
c0r11 t I activities

Eng.C--harles

Mutunga
I Iead of Infrastructurc Manager:rent Re gistered

[:ngineer
Management of
In flrastructure Services

Patrick Gachanja Head ol' (irants Management Chiel
Econorn ist

Managenrent of Crants

Christopher Kingi Accounting and Irinancial
Management

Programme Accountant
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1.7 Funding summary

The Project is lor duration of 6 years from 2017 to 2023 with an approved budget of US$ 320 millionequivalent to KShs 32,t22,400.000 as highlighted in the rable below:

Mercy Kimani Deputy Head, Urban
Urban

Planning and

entM

Urban Planner
and Surveyor

Management of Urban
Planning

Francis Owade Head, In lrastructureDeputy
Ma

Architect Social safeguards

Simon Wekesa

Kenneth Nyaseda

Deputy Head,
Development and

gram Environmental Olfi cer

Institutional

Pro
ent

Economist

Registcred
lanner

Monitoring
Evaluation

Environmcntal

and

Esther Maina Finance OtficcrP Finance Finance
Maureen Ornbuki Procurement Officer Procurement Procurement

(i) Loan

IDA
(ii) Countcrpart

funds
(iovernmsnt oI
Kenya

300,000,000

20.000,

30.77 t,000.000

2 0 000

219,454.58s

29

29,l6tI.l 16,208 I--t

t82

20:545,! l5

73 288 t7 088 868,526 712

Totnl 320,000,000 32,822,400,000 28t,237,497 29,346,999,495 38.762.503 3,475.410.505

l ) ottttr
ttt rrotc.r( I \'l)

)
( t)

l)olrrtr ( orrrntilrrrcrrt-
Sourt't,ol lilrrrlr

l'l])(. t (R) B')

K.lltt l)t t tI t,r 1'11 1 y1'11 
1 

-y l1,1/rr

,\nrounl lcccilcrl lo rlirte * tJ0 tlt,
l0lI)

I nrlllrrlr llrl;urr.c to rlatt.
(Jl) l)(, lil: II

A.t?r
( lt')

l)ttt t rt r
<'lt rrt,il( l'
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PROJECT INFORMATION AND OVERALL PBRFORMANCE (continued)

1.8 Summary of Overall Project Perlbrmance:

The budget for KUSP for the 2020/2021 Iriscal Year is Kshs 7,470,300,000 of which Kshs. I04,300,000
is the Covernment of Kenya (COK) contribution. The programme spent a total of Ksh 6,645,594,758
(89%) of the budget. Curnulative Programme disbursements stand at 95Yo for the loan and 89% overall.

1.8.1 Receipts Utilisation

Under the period under review (202012021) the project received KShs 6,673,779,415 as [,oan from
Extemal Development Paftners from IDA. 1'his represented glYo of the budget and Ksh I02,998,907 f,rom
the Government of Kenya rcpresenting 99Yoof the budget. The receipts utilisarion is as shown in the bar
graph below:

8,000,000,000

5,000,0m,00o

4000,000,000

2,000,000,000

6i673,779,475

- 104,300,000 102,998,

Proceeds f ront ReceiJrts frorn Loan f ronr External Miscellaneous receipts
Domestic and Foreign Governrlent of Kenya Develol>rnent partners

Grants

1.8.2 Payments Utilisation

The actual project perlormance in lhe period uncler review (202012021) is KShs 6,645,594,758
representing 89o/o of the budget of the year which stands at Ksh 7,470,300,000. The paymenrs utilization
is as shown in the bar graph below:

Kshs Million
r' Final

Budget

I
I

vll
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6;36O0O0,0fi) 5,314,968,1&000,00o,000

6000,0@,000

4;00O000,000

2,000,000,000

23 Pay,rnentS HnarBudsdr

in Kshs Million

I

I
I

i

7,084,
;g$:$f.f,
\.h '.+r.ii i5rs . . I

Compensation Use of goods
of enrployees and services

Transfcrs to
Other

Governrnent
En tities

Other Grants
and Other
Paynren ts

Social Security
Benefits

20,000,000
4,985,750

Acquisition of
Non-financial

Asse ts

1.8.3 Key Achicvements

i. Programmc Appraisal Documenl. prepared

ii. Programme Operation Manual (POM) prepared.

iii. Signing of'F'inancing Agreernent done on l4th Sep, 2017.

iv. Implementation Structures: -

v. 'fhe National Prograrn Coordination Teanr (PCT) has been fbrmed with thc core team

(Coordinator and 4 Comp hcads) and others key technicalollicers appointed. In addition, the tearn has

been sensitized on their roles and responsibilities.

vi. Setting up of County Coordination'l'eams done and operational.

vii. I'ormation of Program Steering and l'echnioal Conrmittees done and operational.

viii. lst full Annual Performance Assessment (APA) - Final APA Report done and submitted on

18th October, 2018

ix. Bricfing of Governors, CECs. and ClOs in lreb - March, 2018 on KLJSP requirements.

x, KUSP launched on 23rd April, 20ltl.

xi. C'onducted County oonsultations in July and August,20l8 to establish thc rcacliness of county

urban infrastrlrctr,rc proposals ftrr tJrbarr Developrnent Crant (UDC) funding in Financial Year

20l8l19 and briefed counties on preparations of Annual Municipal lnvestmcnt Plans.

xii. Facilitated five Counties (Mombasa, Nairobi, Nakuru. Ki.sumu and Uasin Gishu) to participate

in CRP Ivlission in Bangkok'l'hailand on 9th to l.]th July,2018.

xiii. Conduclcd CRPiI([JSP missir.rn l6th to 26th Octobcr.20l8, Countics visitcd were: - Nairobi,

Monrbasa, Nakuru, Uasin Cishu and Kisunru.

vilt
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xiv. Counties received LIDG lor 20il8/2019 financial year on 20th December,20lg

xv. Facilitated two Corrnties (Makueni and Nakuru) to participate in the 8th Edition Alticities
Summit in Marrakech - Morocco from 20th to 24th November, 201 g.

xvi. Participated in CRP planning workshop in Durban - South Africa, from 26th to 30th

November, 2018.

xvii. Held 6 steering comnrittee rneetings;

a. lst held on 8th rnay 2018, which endorsed the fulfillrnent o[ the disbursemenr Linked

lndicators Number One (DI.l) Minimum Clonditions and disbursement of Urban Institutional Crant

(urG).

b. 2nd held on 3lst August 2018 to endorse Draft Fund Report of the First KUSp Annual

Psrformance Assessment and the Disburrsement Schedule for L.Jrban Development Crants (UDC).

I'his was def'erred pending clarification on the ApA process.

o. 3rd held on 4th October 20ltl which flnally endorsed Drafl Fun<j Report of the First KUSp

Annual Performance Assessment and approved the disbursement Schedule for Urban Development

Grants (UDC)

d. 4th held on lgth I'-ebruary,2020 which was to endorsecl thc cJisbursernent as per finclings of
2nd APA report however this was not done insteacl the cornmittec enormously dccided to grant a

week cxtra days to tive rnunicipalities (Kwale, I{ola, Rurnuruti, Maralal and Marsabit) that had not

qualified for UDG to subn:it the requircd infbrmation lcrrto thenr to qualify.

e. 5th held on 9th March, 2020, which approved disbursernent schcdule fbr 20lg/2020 flnancial

yeat.

f. 6th held on lOth March,2020, which conflrmed mirrutes of,9th rnarch,2020.

xviii. LJIc fbr 2017/18 and 20 l8/19 disbursed ro the 45No. counrics.

xix. Procurcd six individual consulrants to supporl IpDtJ,

xx. Facilitated validation of Consultancy services firr initial work on classification and

establishnrent of urban of areas through County Covernments (excluclirrg Nairobi and Mornbasa

contract findings workshop of 45No lbr CECS on 27th March, 2019,

xxi. Sensitizeci on KIJSP 45No. Municipal lloard Chairmcn on 29th March, 2019.

xxii. Facilitated Governors retrcat which includcd (ltl(ls, COs ancl a fechnical ofliccr lrom 45No.

Cotrntics in Naiva.sha, gtlr t() l()th April,20l9.'l'hc rerrcat was on K[lSI), KISP, ancl Af'fordable

llousing Progranr.

t\
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xxiii. Trained 392No. County Program Coordination Team members on Environment and Social

Safeguards (llSSA), I"inancial Management (FM) and nronitoring and evaluation (M&E) KUSP

requirements in fbur clusters fiom l5th to 26th April, 2019.

xxiv. Conducted KUSP NPC'f - World Bank Joint Implenrentation Support Mission lrom l5th to

29th May,2019.

xxv. Held 3no.'fechnical meetings

a. FIeld inauguraI meetirrg held on 3Oth July, 2019.

b. I-leld the 2nd nrecting on -5th August.20l9 wherc thc APA 2 Score Card wa.s reviewed and

agreed upon.

c. Held the 3rd meeting on lTth February, 2020 which endorsed the 2nd APA report.

xxvi. Held NPCT, WB and II'}DIJ meeting on 9th August, 2019.

xxvii. Held a mceting with LJN-Ilabitat, WB and NPCT with the aim of charting away forward on

developing 4No. guideline notes fbr Urban planning, Urban infrastructurc and municipal services on

23rd August, 2019.

xxviii. Held a valiclation workshop for Municipal L.Jrban Planning Needs and Preparedness fbr Kenya

Urban Support Program (KUSP) through County Governments on 23rd August 2019.

xxix. NPCl-trained as CEMS 'l'rainer of 'lrainers from lTth to 2Oth Seprernber, 2019

xxx. Conductcd County Infiastructure atrd Afflordablc I-lousing Sites Visits fiorn 29th Scptember to

22nd October,2019

xxxi. Conducted KUSP ESSA compliance workshop - l4th to l5th November. 2019

xxxii. Conducted 2nd full APA stakcholdcr's validation workshop (Steering, Pl'C, CECM Urban,

Governors. thc National'freasury, Councilof (lovernors)- l5th to l6th Novernber,20lg

xxxiii. Consultancy services lor initial work on classiflcation and establishmerrt of urban of areas

through County (lovernments (excluding Nairobi and Momba.sa) - 60 Million cornplctcd on 3lth

September 2019

xxxiv. Consultancy services fbr conducting municipal urban planning needs and preparedncss for

KUSP thror.rgh County Governmcnts -60M cornplcted on 3Oth August,20l9

xxxv. Underlaken 5th KI.JSP Inrplementation Mission - llth to 29th Novembcr,20l9

xxxvi. lleld a meeting with NPCI', WB and ACAI- on 3rd l)ecernber,20l9

x.rxvii. NPCT rctreat ol' lrinal 2nd APA report and analysis ol' appcals f'rom 20th to 26th January.

2020

\
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xxxviii. Consultancy services fbr initial work on classification and establishrnent of urban of

areas through County Governments (excluding Nair.obi and Mombasa) - 60 Million - cornpleted on

August, 2019

xxxix. Consultancy services fbr conducting municipal urban planning needs and preparedness for

KUSP through County Covernments -60M- completed on August, 2019

xl. KLJSP participated in lOth World Urban F-orum as an exhibitor and facilitate the best

performing counties (Kericho and Meru) with ref-ererrce to APA2 results and other best counties like

Kirinyaga, Wajir, Migori, Homa Bay. AIso facilitatcd three members of National Assembly, Council

of Covernors and Chairperson Urban Committee.

xli. Flave conducted severalneed based training with request from thc counties/Municipality.

xlii, l"acilitated and participated on'fechnical Deep Dive ('l'DD) confbrence, held at Naivasha,2gth

February to 6th March, 2020.

xliii. NPCT held virtual consultativc meetings with the CoC and Barrk with aim of' resolving

program fiduciary issues to enable trigger disbursement for the financial 2A2012021.

xliv. NPCI" held two virtual mission planning rneetings,

xlv. KUSP implcrnentation SLrpport Mission held virtually due to Covid-19 pandcmic in April,

2021 to selected counties.

xlvi. Disbursed UDC grant in Novembcr 2020, May 2021 and iunc 2021,

1.8.4 Challenges Encountered and recommendations

i. l'eclrnical capacity gaps

1.8.5 Possiblc solutions to thc challcngcs

i. Core M&E team to make continuous follow ups.

ii. Clontinues capacity building exercises

1.9 Summary of l'roject Conrpliance:

There were no cases of non-cornpliancc rvith applicable laws and regulations, and essential extcrnal

financin g agreements/covenants.

xl
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETRMINED
OBJECTIVES

The key development objective of the project's z0lg-2023 plan is to:

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

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors, all
the development objectives were made specific, measurable, achievable, realistic and tirne-bund
(SMART) and converted into development outcomes. Attendant indicators were identified for reasons
of tracking progress and performance measurement: Below we provide the progress on attaining the
stated objectives:

Project Objective Outcome Indicator Performance
Urban areas with
approved charters,
established boards,
appointed urban
managers, and a
budget vote (measures

establishment of urban
institutions).

To establish and
strengthen urban
institutions

Improved
Governance and
service delivery

Number of urban
areas with
approved charters,
established boards,
appointed urban
managers and a
budget vote.

59 out 59
municipalities have
approved charters,
established boards,
appointed
managers and have
budget votes

Urban areas that
utilize at least 50
percent ofthe budget
intended for their
urban investments in
their budget vote
(measures

strengthening ofurban
institutions).

To deliver
irnproved
infrastrucfure

Enhanced service
delivery

Nurnber of urban
areas that utilize at
Ieast 50 percent of
the budget intended
for their urban
investments in their
budget vote.

54 urban areas have
utilized their
budget above 50o/o.

Score in the APA for
achievement of urban
planning,
infrastructure, and
service delivery targets
by counties/urban
areas, averaged across
all urban areas that
qualiff for the UDG
(maximum of 25).

To deliver
improved
infrastructure

Enhanced service
delivery

o/o Score in the
APA for
achievement of
urban planning,
infrastructure

90% (Based on
Perfonnance
Standards No. 7,8,9
&10)

xll
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3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABTLITY
REPORTING

l. Environmental performance

The Program has in-built mechanisms to ensure adherence to the Hnvironmental Management and
coordination Act (1999) as well as the NEMA regulations in all its infrastructure investment projects.
This is to ensure environmental soundness and sustainabirity.

2. Employee wellhre

All participating municipalilies arc reguired to ensure that their contractors strictly adhere to the
provisions of occupational Safety and l-lealth Act (2007) and the applicable regulations in as far as
employee safety and welfare are concerned. Further', other legal requirements on gender equality,
mainstreaming of special needs groups (PLwD's, marginalized and vulnerable groups) are adhered to.

3. Market place practices-

All procurement activities are undertaken in strict compliance to the public procurement and Asset
disposal act,20l5 as well as the Bank guidelines lo ensuretransparency, fairness

xlll
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4. STATEMENT OF PRO.IEC'I' MANAGEMEN'I' RESPONSIBILII'IES
The Principal secrelary for the State Department of l-lousing and Urban Development and the project

coordinator for Kenya urban supporl Programnrc are responsible for the preparation and presentation
of the Project's tlnancial statements, which give a true and fair view of the state of affairs of the project

lorand as at the end of the financial year (period) ended on June 30,2021. This responsibility includes:
(i) maintaining adequate flnancial tnanagerrcnt arrangement and ensuring that these continue to bc
elfective throughout the reporting period; (ii) maintaining proper accounting records, which disclosc
with reasonable accuracy atany timc the financial position of the project; (iii) designing, implementing
and rnaintaining internal controls relevant to the preparation and lair presentation of the financial
statement, and ensuring that they are lree fi'onr maLerial nrisstatenrents, whether due to error or fraud;
(iv) sat'eguarding the assets of the Pro.iect; (v) selecting and applying appropriate accounting policies;
and (vi) making accounting estimates that are reasonable in the circunrstances.

The Principal Secretary for the state Deparlment of l-lousing and Urban Development and the project

coordinalttr for Kenya (lrbon support Programme accept responsibility for the project,s financial
statements, which have been prepared on the Cash tlasis Method of Financial Reporting, using
appropriate accounting policies in accorcJance with International Public Sector Accounting Standards.

The Principal secrelary lor the State Departrnent of Housing and Urban Development and the project

coordinntor for Kenya urban Supporl Progromnrc are of the opinion that the project's gnancial

statements give a true and fair view of the state of Project's transactions during the financial yearlperiod
ended June 30,2021. and of tlrc Pr<tiect's financial positiorr as at thatdate. Thc principalsecretarytbrthe

State Departtnent of Housing and Urban l)evelopment and the project Coordinator lbr Kenya Llrban
Support Programme further confirm the conrpleteness of the accounting records nraintained fbr the
Project, which have been relied upon in the preparation of the Project t'inancial statenrents as well as the
adequacy ofthe systems of internal financialcontrol.

The Principal Secretary fbr the statc l)epartnrent of'Housing and Urban Development and the project

Coortlinator lctr Kenya (Jrban support Programme confjrm that the pro.jcct has complied fully with
applicable Governmcnt Rcgrrlations and thc ternrs of'cxtcrnal llnancing covenants, and that project firncls

xlv
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received during the financial yearlperiod under audit were used for thc eligible purposes for which they

were intended and were properly accounted for.

Approval of the Project financial statements

The Principal Seuetary for the State Department of FI

Coordinator for Kenya [Jrban Support Programme on

by them.

ousing and Urban velopmcnt and the Prtlect

3 2021 and signed

Principal Secretary
Name: Mr. Charles M. Hinga, CB.l

Project Coordinator
Name: Charles K'Onyango

ect Acco'untant:
Name: Christopher Kingi
ICPAK Member Number: 9467

xv
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E nhanc ing A ccounta bi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooioo

NAIROBI
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PREAMBLE

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

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

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

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

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

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

Report of the Auditor-General on Kenya Urban Support Program (lDA Credit No.6l34 KE) for the year ended

30 June, 202 I - State Department for Housing and Urban Development

t-0
)' -t.



a
REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Urban Support Program
(lDA Credit No.6134 KE) set out on pages 1to 24, which comprise the statement of
financial assets and liabilities as at 30 June, 2021 , and the statement of receipts and
payments, statement of cash flows and statement of comparative 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 AuditAct, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Urban Support Program as at 30 June, 2021, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Cash Basis) and comply with the Financing
Agreement between the International Development Association (!DA) and the Republic
of Kenya dated 14 September,2017.

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

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (!SSAls). I am independent of Kenya Urban Support Program Management
in accordance with ISSAI 130 on Code of Ethics. ! have fulfilled other ethical
responsibilities in accordance with the ISSA! and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Mafters

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

Other Matter

1. Pending Bills

Note 12.1 to the financial statements reflects pending accounts payables of
Kshs.2,567 ,156 as at 30 June, 2021 . Management did not give reasons for non-payment
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of the bills, which exposes the Project to the risk of incurring significant interest costs and
penalties due to the continued delay in making payments. Further, failure to settle bills
during the year to which they relate adversely affects the provisions of the subsequent
year to which they have to be the first charge.

2. Delayed Counterpart Funding

The statement of receipts and payments reflects a grant of Kshs.358,811,292 received
from lnternational Development Association and Kshs.102,998,907 counterpart funding
from the Government of Kenya. The total cumulative counterpart funding from the
Government of Kenya as at 30 June, 2021 stood at Kshs.182,873,288 representing 9%
of the total counterpart financing projection. With the expected closing date of the project
set at 31 July, 2023, it is doubtful that the counterpart financing balance of
Kshs.1,885,126,712 or 91% will be disbursed to the project activities before closure date.

Delays by the Government in releasing counterpart funds impacts negatively on project
implementation and development for the citizens.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. Projects lmplementation Status

1.1 Proposed Construction of Parking Lots and lnstallation of Solar Powered
Street Lights (Turkana County)

The County Government of Turkana entered into a contract agreement vide contract
No.TCG/LEH&UM/12012019-2020 with a local contractor on 26 January, 2021 for the
construction of parking lots and installation of solar powered street lights at a contract
sum of Kshs.94,428,477 for a one-year duration. According to a progress report prepared
in October, 2021, 460/o of works was complete with a cumulative expenditure of
Kshs.41,639,875.50 equivalent to 44o/o of the contract sum, with only two months
remaining to the end of the contract.

Review of the performance bond revealed that the contractor provided one for
Kshs.1,888,570whichwasvalidfrom 10October,2020 uptoand including 28April,2021
instead of the required Kshs.9,025,000 an indication that the performance bond provided
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was less by Kshs.7,136,430. As at the time of the audit in November, 2021, the
performance bond had not been renewed.

ln view of the foregoing, the delayed implementation of the project works is likely to affect
service delivery to the residents of Turkana County. Further, there could be loss of public
funds should the contractor fail to complete the project as expected, in view of the expired
performance bond.

1.2 Construction of Kaloleni Community Centre (Kisumu County)

The County Government of Kisumu entered into a contract agreement vide contract
No.CGI(COI(KUSPlWl2019-2020103-3, with a local contractor on 7 August, 2020. The
works were for the construction of Kaloleni Community Centre for a period of one year at
a contract sum of Kshs.151 ,468,960. During the year under review, the contractor was
paid Kshs.28,853,508 on 23 September,2020 as payment for interim certificate No. 1.

However, a physical verification of the project in October 2021, revealed that the works
were behind schedule at estimated completion of 37% while the contract period had
exceeded the completion date of 6 August,2021 by about 2 months.

In view of the foregoing, the delayed implementation of the project works are likely to
adversely affect service delivery to the residents of Kisumu County.

1.3 Supply, Delivery, lnstallation, Commissioning and Testing of an Incinerator
at TB Manyatta-Wajir Town. (Wajir Municipality)

The County Government of Wajir entered into an agreement with a local contractor vide
contract No.WCG/OT/MUNI/0512019-2020, for the supply, delivery, installation,
commissioning and testing of an incinerator at TB Manyatta-Wajir Town at a contract sum
of Kshs.14,234,910 for a duration of three (3) months starting 30 November,2019. As at
the time of the audit verification exercise in November, 2021, total payment of
Kshs.13,089,939 or about92o/o of the contract sum had been paid to the contractor.
According to the project status report dated 19 June, 2021, significant work on the ground
had been completed. However, the incinerator had not been tested since the required
three-phase power line had not been installed.

Further, a resident of the County moved to the High Court at Garissa and filed petition
No. 4 challenging the project's implementation on grounds that it was harmful to the
residents surrounding the proposed site of the incinerator. The matter was heard and the
Court found that the setting up of the incinerator possesses potential harm to the
residents.

In the circumstances, the residents of Wajir County may not get value for funds already
invested on the Project.
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However, physical inspection undertaken in October 2021 revealed that the road works
had not been done to completion as was expected and the following anomalies were
observed;

. Drainage works not duly completed

. Loose soil along the edges of the road/on walkways had not been compacted.

. Culverts on access points along the road had not been duly fixed as per the bills
of quantities.

This cast doubt on whether there was value for money on this Project.

1.9 Upgrading to Bitumen Standards of Galbet Township Access Road (Garissa
Municipality)

The County Government of Garissa entered into a contract No.CGG/KUSP/T/00612019-
2020 with a local contractor on 29 July,2020 for the upgrading to bitumen standards of
Galbet Township access road, at a contract price of Kshs.81,825,853. The contract was
to be completed in six (6) months starting 1 October,2020.

The following unsatisfactory observations were noted during the audit verification
exercise carried out in October 2021: -

1.9.1 Undelivered Motor Vehicle

Physical verification exercise carried out on 29 October,2021 established that a motor
vehicle, 4-wheel drive fully loaded double cabin pick-up of diesel engine capacity 2800
cc, used during the implementation of the project had not been delivered to the
Municipality as at the time of audit yet it had been factored in the project.

1.9.2 Project Status and Quatity of Work

The monthly progress report for August,2021 revealed that the progress of permanent
works stood at 98%. The report also showed that as at August, 2021 payments totaling
Kshs.56,586,346, or 61% of the contract sum, had been certified and paid. During the
audit verification exercise, it was noted that the drainage works on the road had not been
done to the standard requirements and was filled with silt, which may result to flooding of
the carriage way during the rainy season.

ln addition, the contractor was required to provide a bank performance bond of 10o/o of
the contract sum within seven (7) days. However, the performance bond provided was
valid from October, 2020 to January,2021 (only 3 months) while the contract period was
for six (6) months. Management have not explained why the performance bond was not
renewed to reflect the full term of the contract and hence likelihood of risk exposure should
the contractor fail to complete the project.
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1.10 Proposed Construction of Multi Storey Business Complex (Kitale
Municipality)

1.10.1 Delay in Commencement of Works and Advance Payment to Contractor
The County Government of Trans Nzoia entered into a contract agreement vide contract
CGTN-CP1T01212017-2018 with a local contractor for the construction of a multi storey
business complex on 25 June, 2018 at a contract sum of Kshs.874,280,383.

However, the following anomalies were noted regarding the project:

Review of project documents revealed that there was delay in commencement of
works given that it was awarded to the contractor on 7 June, 2018 but later
commenced on 10 June,2019 which is about 12 months later.

a

a

a

Review of project payment details revealed that the contractor was paid an
advance payment lumpsum amount of Kshs.174,856,076 or 20o/o of the contract
sum on 26 June, 2019. This was contrary to the contract terms which stated that
one half of the advance requested should be certified by the engineer following
presentation by the contractor of an invoice for the same as well as presentation
of an irrevocable and unconditional performance guarantee. Further, the second
half of the advance was to be payable after commencement date after it had been
certified by the engineer, following the presentation by the contractor of an invoice
for the same, and when the engineerwas able to certify that the contractor had
mobilized sufficient personnel and equipment to commence works according to the
programme. Further, advance payment was agreed at20o/o of contract sum with
10% of advance payment to be paid prior to commencement of works but to be
certified by an Engineer and the other 10% of advance payment to be paid after
commencement of works, and certified by an Engineer. However, Management
paid the full20o/o of the advance payment prior to the commencement of works
and did not follow the provisions of the contract terms.

The tender documents provided for audit review stated that the minimum amount
of interim payment certificate was 5% of the accepted contract amount, this being
Kshs.43,714,019. Review of the project interim payment certificates revealed that
interim payment certificate No.03 amounted to Kshs.21,171,163 and interim
payment certificate No.04 amounted to Kshs.37,588,622 which is less than the
minimum amount required by Kshs.22,542,856 and Kshs.6,125,397 respectively.

Delayed implementation in project works is likely to affect service delivery to the residents
of Trans Nzoia County.

1.10.2 Payment of Retention Money Before Completion of the Project - (Kitale
Municipality)

During the audit it was noted that the contractor was paid an amount of Kshs.87,453,123
being the net of interim payment certificate No.2 valued at Kshs.102,553,197 on
20 April, 2020. lt was further noted that Kshs.10,255,320 was deducted from the above
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1.4 Construction of Central Fire Station and Fire Management System (Kisumu
Municipality)

The County Government of Kisumu entered into a contract agreement vide contract
CG[(CO1(KUSPM/2018-2019/01 with a local contractor on 3 April,2019 at a contract
sum of Kshs.255,022,996. The works were for the construction of a Central Fire Station
and a Fire Management System for a period of one year.

During the year under review, the contractor was paid Kshs.66,593,454. However, a site
audit verification carried out in the month of November 2021, indicated that the works had
stalled at76% completion and the contractorwas not on site. This is despite the expected
completion date of 3 April, 2020 having been surpassed by more than one year.

No reason was provided for failure to complete the Central Fire Station and Fire
Management System according to schedule.

1.5 Gonstruction of a Fire Station and Structura! lmprovement to Uhuru Garden
(Kericho Municipality)

The County Government of Kericho entered into a contract agreement vide contract
No.CGI(KUSP/LHPP100312018/19 with a local contractor on23May,2019 at a contract
sum of Kshs.46,942,144. The works were for the construction of a fire station and
improvement and beautification of Uhuru Gardens within Kericho town for a period of one
year. During the year under review, the contractor had been paid Kshs.7,743,570.
According to the contract, the procured works which included the supply of a firefighting
truck at a cost of Kshs.14,000,000 were to be completed by 29 August, 2020. However,
a project site visit in the month of November,202l established that the project works had
stalled and the contractor had abandoned the site with the following works still
outstanding.

. Completion of an Art and Performance Center at Uhuru Gardens

. Completion of toilet block at Uhuru Gardens

. Painting of fire station with three coats of bituminous paint

. Procurement of the fire-fighting truck

Although the contract period was subsequently extended to 31 December, 2021 vide a
letter dated 10 July, 2021, it remains doubtful whether the outstanding works will be
completed within the revised timeline therefore casting doubt whether value for money on
this project will be achieved.

1.6 Gonstruction of Qorahey Market in the Township Sub County (Garissa
Municipality)

The County Government of Garissa awarded a contract for the Construction of Qorahey
Market in the Township Sub-County to a local contractor at a contract sum of
Kshs.83,959,580. The works commenced on 23 September, 2019 (as per the work
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program) and the completion date was indicated as 15 June, 2021 which was later revised
to 15 September,2021.As at the time of the audit in November,2021, a total of
Kshs.74,841,042.40 out of Kshs.83,959,580 representing 89% of the contract sum had
been paid to the contractor.

Further, a site visit to the project on 29 October, 2021 revealed that the works had stalled
with the following works outstanding;

o Parapet walling and plaster to the main market hall,
. lnstallation of doors,
. Floor screed in open market hall,
o Electrical and major mechanical installation works including supply of water and

paint works,
. Eaves filling with masonry works, storm water drainage, control and dustbin

cubicles.

It was also noted that the performance bond for the contract had expired and it had not
been renewed as required of the Contractor.

Failure to deliver the project as expected may have an impact on service delivery to the
residents of Garissa County. Further, the expired performance bond exposes the Project
to possibility of loss should the contractor fail to deliver the project as per the contract
terms.

1.7 Delay in Operationalization of Homabay Municipal Market (Homabay
Municipality)

The County Government of Homabay entered into two contract agreements, vide contract
No.HBC/HBM/KUSP100112018-2019 on 27 May, 2019 for the construction of Homabay
Municipal Market at a contact sum of Kshs.117,983,729 and contract
No.HBC/HBMB/KUSP|TOO1|2020-2021 on 14 October, 2020 for proposed civil,
electrical and mechanical works at a contract sum of Kshs.49,875,800, both totaling to
Kshs.167,859,529.

A site verification carried out in the month of November,2021, revealed that, although the
market works had been completed, the contractor had not handed over the project to the
County Government, seven months after the last payment. As a result, the market had
not been operationalized, thus delaying service delivery to the residents of Homabay
County.

1.8. Upgrading to Bitumen Standards of 83 Chebirir - Bomet University Road -
(Bomet Municipality)

The construction works for the Chebirir - Bomet University Road were awarded to a local
contractor at a contract sum of Kshs.67,163,280. As at the time of the audit verification
exercise, a total of Kshs.64,240,612 had been paid to the contractor.
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payment being 10% retention fee. However, this retention fee was paid to the contractor
on 24 July,2020 after 3 months. lt was not clear why the contractor was paid the retention
fee before full completion of the project.

This is contrary to Section 151(2Xh) of the Public Procurement and Asset Disposal Act,
2015 which states: - for the purpose of managing complex and specialized procurement
contracts, the contract implementation team shall be responsible for ensuring that the
contract is complete, prior to closing the contract file including all handover procedures,
transfers of title if need be and that the final retention payment has been made.

1.11 Upgrading of Iftin-Waberi Access Road (Garissa Municipality)

Garissa Municipality entered into a contract agreement with a local construction company
on 29 July, 2020 under contract No.CGG/KUSP/T/00512019-2020 for the upgrading to
bitumen standard of Waberi lftin Access Road at a contract sum of Kshs.82,424,588
which was to be completed in six (6) months starting 1 October,2020. The project was
certified complete on 1 March,2021. However, an audit verification of the project carried
out in November,2021, established that total payments amounted to Kshs.83,008,777
resulting in an unexplained over-payment of Kshs.584,189.

No explanation, by way of an approved variation of the contract was provided for the
overpayment, this is an indication that value for money on this project may not have been
attained and the Management had not recovered the over-payment from the contractor.

1.12 Motor Vehicle in the Name of Contractor

The Project's vehicle, a pick-up registration No. KDA 4942, four-wheel drive fully loaded
double cabin of diesel engine, capacity 2800 cc and whose value in the bills of quantities
was Kshs.3,150,000, was still registered under the contractors' name instead of being
under the ownership of the County Government of Garissa, seven months (7) after the
project was certified complete.

2. Delay in Disbursement of Project Funds from County Revenue Fund (CRF)
Account to Projects' Special Purpose Account

2.1 KerichoMunicipality

During the year under review, Kericho County Government received an amount of
Kshs.66,394,492 being an Exchequer issue for the Kenya Urban Support Program. The
amount was disbursed for the implementation of planned projects for the financial year
202012021 and was deposited in the County Revenue Fund account on 6 July, 2021.
However, by the time of audit in Novemb er,2021, about 4 months after the date of receipt,
the amount was still being held in the County Revenue Fund account and had not been
transferred to the Project's special purpose account, an indication that the planned
objectives from this project may not have been realized.
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2.2 Lodwar Municipality

During the year under review, Kshs.52,439,839 was disbursed to Turkana County under
the Urban Development Grant (UDG) and was received in the County Revenue Fund
Account. However, examination of the bank statements and the cash book for Lodwar
Municipality indicated that Kshs.27,058,921 had been transferred from the CRF account
and was received in the Urban Development Grants (UDG) Special Purpose Account
leaving a balance of Kshs.25,380,918. This amount had not been transferred to the UDG
account as at the time of audit in November,2021.

2.3 Wajir Municipality

During the year under review, UDG disbursements to Wajir Municipality amounted to
Kshs.51,866,063 which was received in the County Revenue Fund (CRF) account for
Wajir County at the Central Bank of Kenya. Out of this amount, Kshs.24,462,565 had not
yet been transferred to the UDG special purpose account as at the time of audit in
November, 2021.

2.4 Garissa Municipality

lncluded in Annex 4 to the financial statements - Municipalities UDG receipts and
expenditure reports, is an amount of Kshs.112,625,979 being disbursements to Garissa
County for UDG funding. As at the time of the audit verification exercise in
November,2021, the funds had not been transferred to UDG Special Purpose Account.

No reason was provided by the project management for the failure to transfer the funds
to the project account.

3. Over Expenditure/ Budget Over run-Construction of Roads in lndustrial Area
Site and Service Kabati (Naivasha Municipality)

The approved budget for the proposed construction of roads in industrial area Site and
Service Kabati project within Naivasha Municipality was Kshs.188,075,500. However, the
total contract sum paid by the Municipality was Kshs.199,413,566 resulting in an
unauthorized and unexplained over-expenditure of Kshs. 1 1,338,066.

4. Unapproved lnter-Account Borrowing by Counties and Municipalities

4.1. Garissa County

As previously reported, the Project's management borrowed Kshs.205,234,132 from the
Kenya Urban Support Program (KUSP) account to the recurrent and development
accounts for Garissa County, both held at the Central Bank of Kenya. Although the inter-
account borrowings was later refunded to the KUSP account by the County, there was no
authorization for the inter-account transfers between the Project account and the County
Governments operations accounts.

Although the matter has been presented at the Senate, a determination is yet to be made.
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Further, Urban lnstitutional Grants (UlG) disbursement in the 201812019 financial year for
Garissa Countywas Kshs.41,200,000 which was received in the UIG Special Purpose
Account (SPA). lt was noted that on 3 July, 2019 an amount of Kshs.41,000,000 was
transferred from this account to the Urban Development Grant SPA (inter-account
borrowing). Further, on 19 June, 2020, an amount of Kshs.41,200,000 was transferred
from the UDG account to the UIG the account as a refund of the funds earlier credited.
However, the extra funds of Kshs.200,000 transferred from to the UIG account had not
been refunded by November,2021. lt was also noted that the closing bank balance for
UIG account as at 30 June, 2021 was Kshs.1 ,561 , an indication that the extra funds had
already been spent.

No authority was provided for the inter-account borrowing. Further, no reason has been
provided for the unauthorized spending of UDG Kshs.200,000 in UIG account.
4.2. Trans Nzoia County

Review of the bank statements for UIG funds disbursed to Trans Nzoia County revealed
that a total amount of Kshs.58,129,859 had been spent as at May,2020. This amount
was above the Kshs.50,000,000 budgeted for Urban lnstitutional Grant activities. This is
an indication that there was an unapproved over-expenditure on the UIG funds of
Kshs.8,129,859 for the County. The over expenditure of Kshs.8,129,859 from UIG
account affects funds that could have been utilized for other planned projects under UDG.

It was also noted that over the four years the programme has been in existence, a total
of Kshs.37,915,400 had been borrowed from the Urban Development Grant (UDG)
Account to fund UIG activities without approval. Out of this amount, only Kshs.29,434,840
has been refunded to the UDG account leaving a balance of Kshs.8,480,560 pending. lt
was noted that the UIG account balance as at 30 June, 2021 was Kshs.459,060 and
therefore the possibility of making the refund of Kshs.8,480,560 was doubtful.

The above unauthorized borrowings are contrary to Section 53(1) of the Public Finance
Management (County Governments) Regulations, 2015 which states that except as
provided for in the Act and these Regulations, an Accounting Officer of an entity may not
authorize payment to be made out of funds earmarked for specific activities for purposes
other than those activities. Further, sub-section 2 provides that a public officer who makes
a payment contrary to paragraph (1) commits an offence under the Act.

5. UnsupportedExpenditure

5.1 Unsupported RTGS Payment (Lodwar Municipality)

Urban Development Grant (UDG) funds amounting to Kshs.95,023,200 were disbursed
to Urban lnstitutional Grant (UlG) account for Lodwar Municipality on 22 January,2019.
However, there was a payment of Kshs.1,994,000 to a local contractor from this account
on 19 June, 2019 before the balance of Kshs.93,029,200 was refunded to the UDG
account on 11 June, 2020. The payment in question was however, not supported with
requisite documentation and it was not possible to confirm under which item it was
classified since it was neither posted in the UDG or the UIG account cash book, and only
appeared in the UIG account bank statement as an RTGS payment.
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Although Management have explained that the payment was in respect of imprest drawn
in favor of an officer, no supporting evidence were provided to support the expenditure.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Gonclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by lnternational Development Agency (lDA) and the Financing agreement, I

report based on my audit, that:

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

ii. in my opinion, adequate accounting records have been kept by the , so far as
appears from the examination of those records; and,

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

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
lvlanagement is aware of the intention to terminate the Project or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act,2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that

Report of the Auditor-Generql on Kenya Urban Support Program (lDA Credil No.6l34 KE) for the year ended
30 June, 202 I - State Depdrtment for Housing and Urban Development
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might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

a

a

a

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

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project's
ability to continue to sustain its services. lf I conclude that a material uncertainty
exists, I am required to draw attention in the auditor's report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date of
my audit report. However, future events or conditions may cause the Project to cease
to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

. Perform such other procedures as I consider necessary in the circumstances.

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

Report of the Auditor-General on Kenya Urban Support Progrom (lDA Credit No.6l34 KE) for the year ended
30 June, 202 I - State Department for Housing and Urban Development

74



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

CPA , CBS
AUDITOR-GENERAL

Nairobi

23 December,2021
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Kenya Urhun Support progrum
Reports und Financial Slutenrcnts

For tlre linancinl yeur ended June 30,2021

7. STATEMENT OF FINANCIAI, ASSE'I'S AS A'T 3OTI{ JUNE 2O2I

The accounting policies and explanatory notes to these flnancial statenrgrts Jbrrn
financial statemcnts. "l'he financial statements were approveci nn _ _3dQ l*zoz

\

Principal Secretary

3qi lzoz r

Project Coordinator
Date: aqq laor-,

an integral part of the
I and signed by:

ntant

h.z'
Proj

Date Date:
lCPn K Member No. 9467

Note 2020t21 2019n0
KShs KShs

FINANCIAL ASSE,TS

Cash and Cash uivalents
Bank Balances 7A 239,071,646 107 285 373
Cash Balances 7B

Total Cash and Cash E uivalents 7 ?3_2,0J),6!g_. 107.295.373

Accounts receivables - Im and Advances {t 602.709

TOTAL FINANCIAL ASSETS 239,071,646 107,989,082

REPRESENTED BY

Irund balance b/fwd 9 107,888,082 2l.9,959,344
Prior year adjustments t0 12,327,4t3
Su lus/Deficit for the t3 r . r83.s64 (124,397.674\

NET FINANCIAL POSIl'ION 239,071,646 107,889,092

')



Kenya Urbun Support prugrunr
Reports uncl Financiol Slulentenls

For the.fintncial yeor ended,tune 30, 202 1

8. STA'I'EMIINT oF cn sttFLOw t'ott rHIr PEIUOD l0'r'H JtJNrl 202 t

2020t21

N KShs

CASHFLOW FIIOM OPE RATING AC'TIVIl'IES

Recei ts for o tin activities
l'ransl'cr froln Gover.ntrent e ntl trcs 102.9 907

P ents frorn tin act ivities
Purchase of s arrci services 325 610,885)
Transfcrs to Other Ciovcrnment Entities 5 968. I 23)

_a6s31_6_!qlq!) 67 I 49 795

C einl rcsls & Advances 8 709 602.109)
Ad ustmerrts dLrri the CAT t0 12.327.4t3
Net cash flow l'rom activities (q,11 92 75 091

CASHFLOW I.'RO INVBSTING ACTIVITIES
tuisition of Non-financial Assets 4 (4,e8s 7-50 620 00

Net cash florvs lrom Invcs tin Activities 75 00

CASHPLOW FITOM BOIIROWIN G AC'I'IVI'TIES
Proccecls frorn Forei t Brlntlrt'i )

6.673 719 l5 8 53 372 t2t
Net cash florv from fina nct activities 6 673 779 4t5 l2t

NEl'INCITBASE IN CASH AND CASII IiQtrtvALEN't t31,796,2't3 (112,672,970)

2 19t20

KShs

874,i8 I

l3t 55

.5 r5 6l l2t

Cash and cash utvrlelt q!_&!9 ll{Nlf G o_t' th e .r,ca r
Cash and cash uivalcnt at tiND of thc vcar

rq7_a!!!,J73_

l'rojrcl ('oonl i rra lor I)nr.jcct r\ccou

'l'he accounting policies

Iinancial staternents. I'he

and explanatory noles to thesc {lnancial statcrncnts forrn an intcgral part ol'the
entity linancial starerncnrs were approved on Sdll l- ,or.l and signccl by:
\

Principal Secretary

D:rrc: g.fllf=ou 3.h lro., 3<1
n

II)alc:

tarr(

2-o LrI)a tc:

_)

ICPAK IVIcmbcr No.9467
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Kenya Urban Support Program
Reporls and Financial Stalemenls

For lhefinancial year ended lune 30,2021

IO. SIGNTFICANT ACCOUN'IING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out

below:

l0.l Basis of Preparation

10.2 Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial reporting

under the cash basis of accounting, as prescribed by the PSASB and set out in the accounting policy

note below. This cash basis of accounting has been supplemented with accounting for; a) receivables

that include imprests and salary advances and b) payables that include deposits and retentions. The

financial statements comply with and conform to the florm of presentation prescribed by the PSASB.

'l-he accounting policies adopted have been consistently applied to all the years presented

10.3 Reporting entity

The financial statements are for the Project Kenya lJrban Support Programme under National

Government of Kenya. The financial statements cncompass the reporting entity as specified in the

relevant legislation PFM Act 20lr2 .

10.3.I Reportingcurrency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and reporting

currency of the Project and all values are roundcd to the nearest Kenya Shilling.

5



Kenya Urban Support Progrum
Reports and Financial Statements

For the financiol year ended June 30, 2021

10.4 SignificantAccountingPolicies

a) Recognition of rcceipts

'l'he Project recognises all receipts from thc various sources when the event oocurs, and the related cash

has actually been received by the Covcrnment.

i) Transfers from the Exchcquer

Transfer from Exchequer is be recognized in the books oI accounts whcn cash is received. Cash is

considered as received when payment instruction is issued to the bank and notified to the receiving

entity.

ii) External Assistance

Externai assistance is received through grants and loans frorn multilateral and bilateral devclopment

parlners.

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of assets

and sate of tender documents. 'fhese are recognized in the financial statements the time associated

cash is received.

b) Donations and grants

Crants and donations shall be recognized in the books of accounts when cash is rcccived. Cash is

considered as received when a payment advice is received by the recipient entity or by the beneticiary.

ln case of grant/donation in kind, such grants are rccorded upon receipt <;f the grant item and upon

determination of the value, 'fhc date of the transaction is the value date indicated on the payment

advice.

6



Kenya Urhan Support Program
Reporls and Finunciol Stolemenls

For the.ftnanciol yeor ended June 30, 2021

Significant Accounting Policies (Continued)

c) Proceeds from borrowing

Borrowing includes Treasury bill. treasury bonds. corporate bonds. sovereign bonds and external loans

acquired by the Project or any other debt the Project may take on will be treated on cash basis and

recognized as a receipt during the year they were received.

d) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to lunding

for the Project currently under development where conditions have been satisfied or their ongoing

satisfaction is highly likely and the project is anticipated to continue to cornpletion. An analysis of the

Project's undrawn external assistance is shown in the funding sutnmary

e) Rccognition of payments

The Project recognises alt payments when the evcnt occurs, and the rclated cash has actually been paid

out by the Project.

i) Compensation of employees

Salaries and Wages, Allowances. Statutory Contribution for employees are recognized in the period

when the compensation is paid.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/servioes are consumed

and paid for. If not paid fbr during the period where goods/services are consumed, they shall be

disclosed as pending bills.

7



Kenyu Urban Support Progrnm
Reporls and Finoncial Statements

For lhefinanciul yeor ended June 30,2021

Significant Accou nting Policics (Continucd)

iii) Interest on borrowing

Borrowing costs that include interesl are recognized as payment in the period in which they incurred

and paid fbr.

iv) Repaymcnt of borrowing (principal amount)

The repayment of principal amount ol'borrowing is recognized as payment in the period in which the

repayment is rnade. The stock of'clebt is disclosed as an annexure to the consolidated financial

statcments.

v) Acquisition of fixed assets

The payment on acquisition of properly plant and equipment items is not capitalized. The cost of

acquisition ancl proceeds fiorrr disposal ol'these iterns are treated as paylnents and receipts items

respectively. Where an asset is acquiled in a tron-exchange transaction for nil or nominal consideration

and tho fair valuc of the assct can be reliably established, a contra transaction is recorded as receipt and

as a payment.

A fixcd asset register is rnaintained by each public cntity and a sumrnary provided for purposes of

consolidation.l'his sunlrnary is disclosed as an annexurc to thc consolidatecl flnancial statements.

D In-kind donations

ln-kind contributions are donations that are madc to the Project in the lorm of actual goods and/or

services rather than in rnoney or cash terms. These donations rnay include vehicles, equipment or

personnel scrvices. Where the flnarrcial value reccivcd [or in-kind contributions can be reliably

dctermined. the Project includes such value in the statcnient ol'receipts and paymerrts both as receipts

and as payments in equal arrd opposite amolrnts; otherwise. the contribution is not recorded.

8



Kenya Urhan Supprl Progrum
Reports and Financial Statements

For lhe financiul yeur enderl June 30, 2021

Significant Accounting Policies (Continued)

i)Contingent Lia bilities

A contingent liability is:

a) A possiblc obligation that arises flrom past events and whose existence will be confirmed only by

the occurrence or non-occurrence of one or more uncertain f'uture events not wholly within the

control of the entity; or

b) A prcsent obligation that arises from past events but is not recognised because:

i) I1 is not probable that an outflow of resources ernbodying eoonomic benefits or service

potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient rcliability.

Some of contingent liabilities may arise frorn: litigation in progress, guarantees, indernnities. Letters of

comfort/ support, insurance, PubIic Private Partnerships,

'fhe Entity does not recognize a contingent liability brut discloses cletails of any contingencies in the

notes to the frnancial statements unless the possibility of an outflow olresources embodying economic

benefits or service potential is remote. Annex 5 of this financial statement is a register of the contingent

liabilities in thc year.

Section 89 (2) (i) of the PFM Act requires the National Government to repoft on the payments madc,

or losses incurred, by the county government to meet contingcnt liabilities as a result ol'loans during

the financial year. including paymcnts made in respect of loan write-ol'fs or waiver of intcrest on loans

j) Contingent Assets

The Entity does not recognize a contingcnt asset, but discloses details of a possible asset whose

existence is contingent on the occLu'rence or non-occurrence of one or more uncertain futule events not

wholly within the control of the Entity in the notes to the frnancial statements. Contingent assets are

assessed continually to ensure that developments are appropriately reflcotcd in the financial statements.

If it has becomc virtually sertain that an inflow oIcconornic bcnef']ts or service potcntial will arise and

the asset's value can be nrcasured rcliably. thc asset and the related revenus are recognized in thc

finanoial statenlents of the pcriod in which the changc occurs.

t0



Kenya Urban Support Program
Reports und Financial Slutements

For lheJinancial year ended June 30,2021

Significant Accounting Policies (Contin ucd)

g) Cash and cash equivalents

Cash and cash equivalents cotlprise 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 hcld at the Central Bank of Kenya and at various commercial banks

at the end of the financial year. For the purposes of these financial staternents, ca.sh and cash

equivalents also include short tertn cash imprests and aclvances to authori-sed public officers and/or

institutions which were not surrendered or accounted for at thc end of the financial ycar.

Restriction on cash

Restricted cash represents amounts that are lirnited/restricte<J flom being used to settle a liability for at

least twelve tnonths aftcr the reporting period. l'his cash is limited lor direct use as required by

stipulation. Amounts maintained in deposit bank accounts are restricted lor use in relunding third part

deposits.

h) Accounts receivable

For the purposcs of these flnancial staterxcnts. irnprests and advances to authorised public officers

and/or institutions which were not surrendered or accounted for at the end of the financial year is

treated as receivables.'l.his is in recognition of the government practice where the imprest payments are

recognizcd as payments when fully accounted for by the imprest or AIE holders. This is an

enhancement to the cash accounting policy. Other acsounts receivables are disclosed in the financial

statements.

I



Ken.ya Urhan Support Progrant
Reporls and l,'ina nciul Stutements

For thelinancial yeur ended June 30,2021

Significant Accounting Policies (Continued)

k) Pending bills

Pending bills consist ol'unpaid liabilities at thc end of'the financial year arising lrom contracted goods

or services durirrg the year or in past years. As pending bills do not involve the payment of cash in the

reporting period, they recorded as 'menrorandum' or 'olfl-balance' items to provide a sense of thc

overall net cash position of the Project at the end of the year. When the pending bills are finally settled,

such payments are included in the statement of receipts and payments in the year in which the payments

are made.

l)Budget

'l'he budget [s developcd on a comparablc accounting basis (cash basis), the same accounts

classification basis (except for accounts receivable - outstanding imprest and clearance accounts and

acoounts payable - deposits, whioh are accounted fbr on an accrual basis), ancl lbr the same period as

the linanciaI statements.'l'he Pro.iect's budget was approved as required by t,aw and National Trcasury

Regulations, as well as by the participating development partners, as dctailed in the Government of

Kenya Budget Printed Estirnates for the year. 'l'he Dcvelopment Projects are budgeted lor under t.he

MDAs but receive budgcted lunds as tran.sfers and account for them separatcly. These transfers are

recognised as inter-entity translers and are elirninated upon consolidation.

A high-level assessnrent of the Project's actual performance against the comparable budget for the

financial yearlperiod under review has bcen included in an annex to these financial statements.

m) Third parfy payments

Included in the receipts and payrnents, are payments rrrade on its bchalf by to third parties in lorrl ol'

loans and grants. 'l'hese payrrents do not constitute cash reccipts and payments ancl arc disclosed in the

paymcnt to third parties colurnn in the statement of'rcceipts and payments.

During the year, no loan disbursenrcnts were received in lorm of direct payntents tiorn third parties

ll



Kenya Urban Supporl Progrom
Reports and Financiol Stfitemenls

For the./inancial year ended June 30, 2021

Significant Accounting Policies (Continued)

n) Exchange rate differcnces

The accounting records are maintained in the functional currency of the primary economic environment

in which the Project operates, Kenya Shillings. Transactions in tbreign currencies during the

yearlperiod are converted into the functional currency using the exchange rates prevailing at the dates

of the transactions. Any l'oreign exchange gains and losses resulting fi'om the settlement of such

transactions and lronr thc translation at ycar-end exchange rates ol monetary assets and liabilities

donominated in lbreign currencics arc recognised in the statenlents of receipts and payments.

o) Comparative figures

Where necessary comparative figures flor the previous flrrancial yearlperiod have been amended or

reconligured to conlorrn to the recluirecl changcs in financial statcurent presentation.

p) Subsequent events

There have beerr no events subsequent to the financial yearlpcriod end with a significant inrpact on the

financial statements fbr the year ended June 30, 20XX,

q) Errors

Material prior period errors shall be correoted retrospectivcly in the first set of financial staternents

authorized lbr issue after their disoovcry by: i. Restating the comparative amounts fur prior period(s)

presented in which thc crror occurred; or ii. If the error occurred befiore thri earliest prior pcriod

presented, restating the opening balances oIassel.s, liabilities and net asscts/ecluity for the earliest prior

period presented.
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Kenya Urban Support Program
Reports and Financiol Statements

For the.financial year ended lune 30,2021

I I. NOTES TO THE FINANCIAL S'I'ATEMENTS

I. RECEIPTS FROM GOVERNMENT OF KENYA

These represent counterpart funding and other receipts from govcrnment as follows

[Provide explanation as necessary noting that "Other lransfers from government entities" is not the

counlerpart funding which is the governmenl's share of contribution towards the implementation of the

project as mandaled by lhe Project Agreement,J

2020/?I 20t9t20 Cumulative
KShs KShs to-date

Counterparl funding thro ugh State Department.fitr
Housing and Urban Devektpment
Counterpart funds Quarter I

Counterpart funds Quarter 2

Counterpart funds Quarter 3

Counterpart funds Quarter 4 102.998,907 79.874,381 t82,873,288

9!\qlllqosfe r s fro m go ve r n me n t e n t it i e s

Appropriations-in-A id

Total t02.998.907 79,874,391 182.873.288

l3



Kenya Urban Support Program
Reports and Financial Statements

For lhelinancial year ended June 30,2021

NOTES TO THE FINANCIAL STATEM0NTS (Continued)

2. LOAN FROM EXTERNAL DEVELOPMENI'PAR'I'NERS

During the l2 months to 30 June 2021 we received funding from development partners in form of loans

negotiated by the National 'l'reasury donors as detailed in the table below:

Name of Donor
Date
received

Amount in
loan
currency
($)

Loans
received
cash

tn

Lorns
received
as dircct
oavment* Total amount in KShs

USD KShs KShs FY 2020t21 Fy 20t9t20
Loans Received
from Multilateral
Donors
(International
Orsanisations)

IDA. NPCT 3.264.29s 358,81 1.292 358.8 r t.292 r37.696.000

IDA - Counties
58.560.163 6.314,968.t23 6,3t4,96t],t23 8,s 15.676.12 I

Total 61.824.458 6,613,779,415 6.673.779.415 8,653.372. r21

t4



Kenya Urban Support Program
Reports and Financial Statements

ITor thelinnncialyear ended June 30,2021

NOTES TO THE FINANCIAL STATEMENI'S (Contiuued

3. PURCHASE OF'' GOODS AND SERVICES

Cumulative

KShs

24,0s

88 777 842

4

53 48'l

lt4 047

355 946

5 768

3 625

404 750 448

ateFY 2020t2t FY 20r9n0

Pnyments
made by the
Entitv in Cash

Payments
made by
third
Parties Total Payments

Total
I'avments

KShs KShs KShs KShs

Utilities. supplies and services

Domestic travel and subsistence 5 r.355.644

Foreign travel and Subsistence 3.042.475

Training payments

Hospitality Supplies and Services

lnstrrancc costs

Office and general supplies and
servlces t9,2t9.760 19.219.760 37,2s0.008

Other operating expenscs 306.42t.t25
Consultancy services:
'lechnical and professional
services

306,42t,t25

239.699.928

Total 325.640^885 32s.640.885 33 r -348-055

l5



Kenya Urhan Supporl Program
Reports and Financial Statements

For the/inancial year ended June 30,2021

NOTES TO THE FINANCIAL S'I'A'I'EMEN'[S (Continued)

4. ACQUISITTON OF NON-FTNANCTAL ASSBTS

Cumulative
date

KShs

I5 59 95

620

4 98 7s0

FY 2020t21 FY 20t9t20
Payments
made by the
Entity in
Cash

Payments
made by
third parties

Total
Pavments

Total
Payments

KShs KShs KShs KShs

Construction of civil works
Overhaul &refurbishrnent of
construction and civil works
Purchase of vehiclcs & other
transport equipment
Research, studies, projcct
preparation, design &
supervision 4.985.7s0 4.985.750

10,620.000

Total 4.q85.750 4.98s.7s0 r0.620.000

l6



Kenyo Urban Support Program
Reports and Financiol Statements

For theJinancial year ended June 30,2021

5. TRANSFERS TO COUNTIES

The amounts above are accounted for as below

6. ANALYSIS OF AMOUNTS TRANSFBRED TO COUNTIES

FY 2020t2t FY 20t9120
Cumulative to-

date

Payments made
bv third parties Total Pavments Total Pavments

KShs KShs KShs KShs

Amounts disbursed
a Urban

Institutional
Grants (UIG) 8,800,000 8.800,000 387,200,000 2.250,000,000

Urban
Development
Grant (UDG) 6,306,168,123 6.306. r68,t23 9,128,476,121 25,899,346,744

a

TOTAL 6.314.968.123 6.314.968.123 8.515.676.121 28,149,346,744

Cumulative to- date

FY 2020n1
FY 2019120

(Restated Balances)

KShs KShs KShs

Openins balance (A) 13,319,999,857 13.t44,794,824

Add: Amounts disbursed durirrg the

vear (B)
a Urban Institutional Grants

(UIG) 9,900,000 387,200,000 2,250,000,000

a Urban Development Grant

ruDG) 6,306,168,123 9,128,476,121 25,899,346,744

Less: Expenditure incurred (C )
a Expenditure incurred under

UIG (See Annex 3) (890,570,434) (1,056,671,360) (1,956,955,051)

a Expenditure incurred under

UDG (See Annex 4) (7,235,264,867) (7,283,799,728) ( 14,683,259,015)

Closins balance (A+B-C) 11,509,132,678 13,319,999,857 I1,509,132,678

t7



Kenya Urbon Support progrtm
R epo rts a n d lti nu n c ial Slote nte nt s

Iror llte tinoncial )teur enrletl June 30, 202t

5. TRANSFERS TO COUNTIES

The amounts above are accounted for as below

6. ANALYSIS OF AMOUNTS TRANSFERET) TO COUNTIES

F'Y I FY 2019t20
Cumulative to-

date

Payments made
by third parties Total Payments fotal Payments

KShs KShs KShs KShs

Amounts disbursed
o ljrban

Iustitutional
Crants (LJIG) 8,800,000 8.800,000

306 r68 123

3 87,200.000

8,129,476,121

2,250,000,000
Urban
Developrnent
Grant G 6 30 l6 123 25 899 744

a

TOTAL 6,3 l4,96g.l2J I 123 8,515,676.121 28,149,316,744

to-

FY 2020t2t FY t9t20

KShs KShs KShs
balancc A I 3.3 l9 999,857 144 794.824

B

Add Amourrts disbursed dLrring the

ljrban Itrsl il Lrtional (]rarrts

[Jrban Dcvekrprrrerrt (iranto

IC

UDO

8.800.000

6 -r06 168.t23

_3 87,20-0_.000

8 t2tt28 476 744

2,250,000 ,000

25,899 J

l,ess: [jx iturc incurrcd C
a

UIC ee Annex
Expenditure incurred under

05(t,671.360 956,95s 051

111,683,259.015)

Expenditurc irrculrcd trnder.

Lllos

a

balance AFB

UDG See Anncx 4

tJ90,5 434

lt

(7.235.264 .867

09 t32.678 IJ 19 57

7.28.r 799,729

I1,509,132,679

l7
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Kenya Urbon Support progrom
Reports nnd Financinl Stotiments

For the/inoncial year encled June 30, 2021

NorEs ro rHE F'INANCIAL srATEMEN't's (continued)
CASH AND CASH EQUIVALENI'S

'l'he project has one number of project accounts spread within the project inrplementation area and one
fbreign cLlrrency designatecl account managcd by the National T'reasury as listed bclow:

7 A Bank Accounts

Project Bank Accounts

YY 2020t21 FY 2019t20
KShs KShsBank accounts oteTA 239 071,646 373t07 28Cash in hand otsTB

Note 7Cash ItSuivalents short-term
Breakdown of i and advances Notc 8 602.709Total

Central Bank of A/c No. 10003317876 I ,200,093. I 0 2.732,793.6e
Central Bank of K A/c No. 10003354507 38.24 21,473,779.24

1,200 t2t.34 71.93

107 ,373Total local curren balances

Total Fo rr Currenc balances

Central Bank ol Kc,rr A/c No 10003 19283 ) 09 7 646

239 1,646 107,295 73Total bank account batances 240,271 767.34 131,491,944,93

I8



Kenya Urbon Support progrom
Reporls ond Financiil Stntements

For theJinancial year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Special Deposit Accounts

The balances in the Project's Special Deposit Accounr(s) as at 30tl'June 2021 are not included in the
Statement o1 Financial Assets sincc they are below the linc items and are yet to be drawn into the
Exchequer Acoount as a voted provision.

Below is thc Special Deposit Account (SDA) movernent schedule which shows the flow of funcls that

were voted in the year. Thcse funds have been rcporled as loans/grants received in the year under the

Statement of Receipts and Payments.

Special Derrosit Accounts Movement Schedule

(i) KENYA URBAN SUPPORT PROGRAMME
- IDA 61340 A/c No 1000317876

balance 426,075
Total amount sited in the account 3,60 718.69
Total amount withdrawn (as pcr Statcrncnt ol'

(3,264,294.97)Recei s& ments ( I ,300,000)

Closing balance (as per SDA bank account
reconciliation attached r200"08u0 2fi2J9ifi9
(ii) KENYA URBAN SUppOR't PROGnAMMFI
- IDA 61340 A/c No 1000354507

balance (as per the SDA reconciliation ?1,473,779,24 17.647,399.04
Total amount ted irr the account 102,368.779.24
Total amount withdrawn (as pcr Stertement of

(21,473,740.00) (98,542,399.04)Recei &Pa ts

Closing balance (as per SDA bank account
reconciliation attached) zl,friJ1&e43fr24

i

The Special Deposit Account(s) rcconciliation statcmcnt(s) has (have) been attach ed as Appenclix v

support these closirrg balances and unnex 6.

2,732,793.69

I ,73 I .5 84.29

l9



Kenya Urbon Support progrum
Reports and Financiol Statemenls

ITor theJinancial year ended lune 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

7 B Cash In Hand

There was no ca.;h in hand at the end of the year

7 C Cash equivalents (sh<lrt-term dcposits)

Total
There were no shrtrt lerm deposits at lhe end

-;f,h' ;-r; '

8. BREAKDOWN OF IMPRESTS AND ADVANCES

9. FUND BALANCE BROUGHT FORWARD

Cianda House

Total cash balances

Central Bank of Kenya

Paul
602,709

Total
602,709

Bank accounts 73107 28 43219 95

itsivalents short-term

Cash in hand

Cash

In1 rests and advancesOutstandin

Total 107

709

8 2t9 43

20



Kenya Urban Support Progronr
Reporls and Finoncial Statements

For theJinancial year ended June 30,2021

NOTES'I'O THE FINANCIAL STATEMENTS (Continued)

10. PRIOR YEAR ADJI'STMENI'

(Explainwhether lhe prior year relale.r lo arrors noled in prior.yettr, change,s in eslimales or accounling

policy.)

I I. CHANGES IN RI]CEIVABLII

Bank account Balances t2,327.4t3 12,327,413
Cash in hand

Accounts Payables

Receivables

Others (specqf)
Total L2,327.413 12,327,413

'.:i,ri'i,',.iir.f)i ih.. l,r:lr
, i'r,.;1i,111t) i:e1' -'{i3I iutiyr) citrt

; [,"./ i r,:,

.r\l' illl'/irLi,
ii)',t,t)it- t t',r:, ::\'r'

I i 'i\ | l;;,:J, ' 
'a 

/l '1'

; i.. ..i I i...

^t _

4'v j lill [r l, i I rr l a,i i\.'I ii : . ,l 
! i li ii r I r ' 

' I I 
( :' I

, rl:i.i.; l,"1,jlt:,t ,,,, i'it. a,,,,' '

Description of the error 2020 - 2021 2019 - 2020

KShs KShs
Outstanding Imprest as at l" July 2020 602,709
ImDrest issued during the yeaf

Imprest surrendered du ring the Year
Net changes in account receivables

3 0,3 58,800 54.398.1 l9
(30,96 r,50e) (53,795,4 l0)

602,709

2t



Kenya Urban Support Program
Reports and Financial Statemcnts

For theJinancial year ended June 30, 2021

12.

1

OTHER IMPORTANT DISCLOSURES

PENDING ACCOUNTS PAYABLE (See Annex 5)

Construction of buildines
servtces

Supply ofgoods

Supply of services 2.567.t56 2,66t.615
2567.156 2,661.615

22



Kenyo Urban Support progrom
Reports and Financial Stalements

For thefinanciul yeor entlecl June 30,2021

OTHER IMPORTANT DISCLOSURES (Conrinucd)

T3. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR'S RECOMMBNDATIONS
The fbllowing is the summary of issues raised by the external auclitor, and management comrnents that
were provided to the auditor. we have notninated local persons to resolve the various issues as shown
below with the associated time fiame within which we expect rhe issues to be resolved,

2

Unsupported'l'ransltrs

to Counties: No

cxpenditure returns

were received from the

Counties

Motor Vehicles without

Log Books

Pending bills

Disbursemcnt of Funds i

to Counties

The expcnditure

returns from the

Countics have been

shared with the Auditor

General so that these

expenditures can be

audited for the last

three flnancial years.

I Ltr,i iog uoots -rrivt-t,"";

collected from the National

| 1'ransport

Authorit.y

and Safety

'fhe pending bills of Ksh

2,661,615 have becn paid in

[u Il.

The UIC disbursement of
Ksh 387.200,000 was rhe 2nd

tranchc to bc rclcasccl to thc

Ongoing

Resolved

3
Resolved

4

23
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Kenya Urban Support program
Reports and Finailcial Statements

For thelinoncial year ended June 30, 2021

Principal Secretary

Counties after

tranche of

the first

Ksh

1,854,000,000 was released

during the FY 2018119, 't'he

IJIG lunds are for

establishing Municipalitics'

structures and building the

capacities at the

Mun icipal ities/Counties.

'l'hese lunds were supposcd

to be released in thrce

tranches and run through the

Project inrplomentation

period to assist in the

implcmentation and capacity

building at the Counties.

Project Coordinator

3 a-sZ I

Date

3dh le^r-,
Datc

24
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ANNEX 5 - MINISTRY PENDING BILLS

TOTATS

Kenya Urban Support progrom
Reports and Financial Stalements

For thefinancial year ended June 30, 2021

1,125,000

274,400

Sunset Hotel Ltd
670,000

2 000
Smart Printers Ltd 145,116

Car Rentals 779,640

2,567,L56
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Kenyn Urban Support program
Reports and Financial Stotiments

For theJinancial yeor ended June 30, 2021

ANNEX 6 STATEMENT OF _SPECIAL (DESIGNATED) ACCOUNT - AMOUNTWITHDRAWN AND NOT CLAIMED . USD T,TEg,:g'.As RECONCILIAI'ION

t09.92

DescripJion Amount Ksh Exchange Rate Amount USDAmount withdrawn and
not claimed

3 169,399.95Represented by:
wi thdrawal Application
No. l0

I 35.4sClosi Balance 2l 7 t9
I I 40Total

169 f,

I
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Kenya Urban Support Program
Reports and Financial Statements

For the Jinoncial year ended fune 30, 202 I

APPPENDICES

i. Operational account Bank Reconciliation June 2020
ii. Operational account Bank Reconciliations June 2021
iii. Cash Count Certificate/Board of Survey
iv. Bank ceftificate
v. Special Deposit Account statements
vi. Statement of Special (Designated) Account
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APPEOIX 1

PAYMENI IN CASH BOOI( NOT IN tsANK STAIEMENT JUNE 2020

- - -l
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,ATE: 30.06.2021

ialance as

.OSS

\dds

2re+ared bY

ftane I "
ClesrgnalrOr i
ggnature 1^-.1

ftt?{^.e\if. 
jl

30

per Bank Certifrcate
1 Paymonts rn Casn Booh not yet rocordoO in Eank

Sratomonl (unP(esenloo Choqu€s)

2 Rec€rgts ro Ba^k Statemenl not yot I scorded i^

Ca3r Bo.:(

PaymcnB ,n Bank Slalemenl not y€t rocorded in

Cash Eoox

. Recorpts tn Cash Book not yal rocordcd rn Bank

slaler,anl 
Balance as per

I certify thar I have veritred the Bank Balance in the cash Book with the Bank staternent and that

the above reconciliatron is correct
Verifled

Name

EPUBL OF KE A

BANK RECONCILIATION

MINISTRYoFTRANSPoRT,INFRASTRUCTURE,HoUSING&URBANDEvELoPMENT

STATIONT 'KENYA URBAN SUP PORT PROGRAMME .IOA LOAN AC TUSP

Cash

by

Designation

Signature.,.,

P MENTS I

CHEQUE

?5.2021
2021

11 c6 20 ?1 KU 492

NOT YET ED IN BANK
An'!)! f l I

Si-r

ShShSh
354

30,242,593 00

30 242
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KUSP 353

Date
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Sh
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U
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11

11 437 30
24 70CBNO

KUSP 454

o

Patflck a(ta
Tax 1 .637 90
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1,026,000 00 00KUSP 493 kesaJason6.oo.zozt KUSP 27320215.1
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Tax
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ces LtdLevtn
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298 30eWatl WiifiEloirrg taxKUSP 4940 06 2021 KUSP 404530 06.2021
---ot,zso 

oo 000 004TaxKUSP 494 a30 06 2021 KUSP 42730 06 2021001 396.uatiennl 10 35549KUSP 391 ngo o0 zozt KUSP 406:30 06 20211l 500 00 )1 189 65KUSP 391 axold30 06 2021 KUSP 406330 06 202 11.263 00
1

1

67 ?4'l 40
758
512 95

KUSP d95
495

9 Lake arvasha

rose Co
ax

20?
06 1

06 2021 KUSP 405366,500 00

Tax

ax

oL

Jennifer
ldi

06 1

30 06 2021
30 06 2021

30 06 20 1

30 06 202 1

30 06 2021
30 06 2021

3.052,402 005[[Extr a Tours & Tra
ax
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a\

n

ax

at
rusp ras
KUSP 390

KUSP 390

KUSP 456

0.000 001 33

1 330.000 00

70 000 c0

70 000

JIJ vv lv' I

30 06 2021

306'dZo'il
fit6262r
30 06.2021

630KU
KUSP 366

5l-

f(USP 473
KUSP 473

KUSP 456

KUSP 457

KUSP 458

KUSP 459

KUSP 460

tevie ouDo 26217 625 00

1:)0,000 00
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61 875 CC

30 06 021
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Tax
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-
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Repolt of the Board of Survey ort the Caslr artcl Bank Balartces

close of brrsiness

The Board, consisting of - (Name.s ant:l ct.lficial title.t)
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CERTIFICATE OF BAIANCES

Customer: 139523- STATE DEPT FOR HOUSINCj URBAN DEV

Balance Date: 3O JUN 2021

Account No Accor-rnt Name Curre

r000395516 REC.STATE DEPT FOR HOUS URB DEV KE5

r000395583 DEV-sTATE DEPT FOR HOUs URBAN DEV

1000395672 ' DEP-57 A'TE DEPT FOR I-1OU5 URBA N DEV

r0003957 KI55-iTATE DEPT FOR HOU U RB DEV

rcOo3e63sqJ!\lI -LrpM COVT BLDC HOUsINC AIA

I 00039693 B i NAIROBI METRO 5 ERV IMPR PROJ CFUND KE5

1ooo396946 KENYA URBAN 5U PPORT PR IDA A61340 O KE5

1000395954 Lt$lteq! y1EIR sE-tv- I ry1 ? R-PBI NaMSlP i-(ai"

)oyce Nasieku(Ms)

KE5
;- "
] KE'

KES 40.983,072.45
31.993.211 25

0.00
2.583,3 3 8,9 5

45.738.00
269.314.239.35

r,884.95

Lawrence Rweria
Atrthorised Signatory
gsnking Services Division

Authorised 5ignatorY
Banking Services Division

Balance

43,441,647 ,40

t
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I(BNYA URBAN SUPPORT PROGRAM
STATtrMENT OF SPECIAL (DESIGNA'I'ED) ACCOUNT ITBCONCILIATION
FOR THB YEAR BNDI}D 30 JUNB 2O2I

Crcdit No,; IDA LOAN CItDDIT NO.6t340-t(D; (DA-C) NATIONAt,
Bnnk Account No,; 1000317876 l-lcld with C ENTIIAL I]ANI( OF KINYA

lnterest earned if included in ial Accourrt)

Totnl ndyancc to Spccial Accorrnt Ycnr. cndcd 30 ,lunc 202 t

Discrepancy betwcen total appealirrg orr lirrc 3 anrl 9

Notcs:

I Explain the discrepancy between totals appearing orr lines 3 antJ 9 abovc (c,g arnounl clue to be refunded to cover

inel igi ble expend i tures paici fion tlre Speciaii Dcsignarccl Acco u rrr )

2 [ndicate if'anrotrnt appearing ott line ti is eli!,,iblc lor'{irrarrciarrg h.v IDA ancl providc rcason.s lor.nttt claiming Ihe

expenditLrres

The nmount nppcaring ott littc 6 is cligiblc fbr'finnrrcing by Worlcl Bnnh nncl shall bc tlocumcnted irr

subscqucnt lFRs

h,tu
A U'I'['IORIS E D R Ii PRIiS EN'TA'T I V ti

RIIS0tJ RC 0 MO B t LtSA',I'I ON l) titp,\ lr't'!l I:tN't
.I'HE 

NA'I'IONA L'['II,EAS I] IIY
DA'l'l,l: )1,{, (t'7'L-<.Yl

NOTIiS AMOIIN'T

USt)

AMOUN'T

USD
I Anrount advanced by IDA

Less:
'Iotal an:ount documented

t0,338,362.9',7

a
5,96 8,880,02

3 Ou(standing flmount to be docurnentcd 4,369,492.95

4

Rcprcscntcd by:

Ending Special accoun[ []alancc as as .J0 JLne 202- I 1,200,083. l0
5 Amounts clainrecl but not credited as at J0th Jurre 202 I

6 Arnounts withdrawn and not claimed 3,169,399.85
7 Servicc Charges (ifnot inoluded in lincs 5 and 6 abovc)

8

9 4,369,482.95


