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FOREWORD

| am pleased to present this Performance Audit Report on Implementation of the Kenya
Urban Support Program Phase |I. My Office carried out the audit under the mandate
conferred to me by Article 229 (6) of the Constitution of Kenya, 2010, to confirm whether
or not public money has been applied lawfully and in an effective way. In addition,
Section 36 of the Public Audit Act, 2015 requires the Auditor-General to examine the

economy, efficiency and effectiveness with which public money has been expended.

Performance, financial and compliance audits form the three-pillar audit assurance
framework that | have established to give focus to the varied and wide scope of the
audit work done by my Office. The framework is intended to provide a high level of
assurance to stakeholders that public resources are not only correctly disbursed,
recorded and accounted for, but that the use of the resources results in positive impact
on the lives and livelihoods of the Kenyan people. The main goal of our performance
audits is to ensure effective use of public resources and promote service delivery to

Kenyans.

The report is submitted to Parliament in accordance with Article 229(7) of the
Constitution of Kenya, 2010 and Section 39(1) of the Public Audit Act, 2015. In addition,
| have submitted copies of the Report to the Chief of Staff and Head of Public Service,
Principal Secretary, The National Treasury, Principal Secretary, State Department for

Housing and Urban Development, and Chairperson, Council of Governors.

~
FCPMBS

AUDITOR-GENERAL

31 December, 2025
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LIST OF ACRONYMS

Abbreviation
APA

CPCT

KUSP

NPCT

PAD

uUDG

uIG

UACA

Meaning

Annual Performance Assessment
County Program Coordination Team
Kenya Urban Support Program
National Program Coordination Team
Program Appraisal Document

Urban Development Grant

Urban Institutional Grants

Urban Areas and Cities Act



DEFINITION OF TERMS

Term
Board

Citizen Fora

Municipality

Town

Urban Area

Definition

Board of a city or municipality constituted in accordance with
Urban and Cities Act, 2019.

Forum for citizens organized for purposes of participating in
the affairs of an urban area or a city under Urban and Cities
Act, 2019.

An urban area conferred to Municipal status under Urban and
Cities Act, 2019 and among other requirements have at least
two hundred and fifty thousand residents, has an Integrated
Development Plan, and demonstrates potential for revenue
collection.

An urban area conferred to City status under Urban and
Cities Act, 2019 and among other requirements have at least
ten thousand residents, has an Integrated Development
Plan, and has demonstratable economic, functional and
financial viability.

A municipality or a town

Vi



EXECUTIVE SUMMARY

Background to the Audit

1. The Kenya Urban Support Program (KUSP) Phase | was a five-year Government
initiative supported by the World Bank, aimed at establishing and strengthening
urban institutions to manage rapid urbanization and deliver improved infrastructure
and services. The Program was implemented by the Ministry of Lands, Public
Works, Housing, and Urban Development through the State Department for

Housing and Urban Development.

2. The Program had a budget of Kshs.33 billion, comprising a Kshs.31 billion loan
from the World Bank and Kshs.2 billion counterpart funding by the Government of
Kenya. It targeted forty-five (45) counties and fifty-nine (59) municipalities within
these counties. The Program had three (3) windows: Window 1 focused on national
institutional support, Window 2, county institutional support, and Window 3, urban
development grants for infrastructure.

3. The Program was designed to operationalize the Urban Areas and Cities Act,
2011 (amended in 2019). It provided incentives for county governments to
establish municipal boards and adopt effective urban management practices.

4. The audit was motivated by the following factors:

i. Rapid Urbanization: Kenya's urban population grew from 0.3 million in 1948
to 14.83 million in 2019. This rapid growth outpaced infrastructure
development, leading to congestion and informal settlements.

ii. Significant Investment: The Program involved a substantial investment of
Kshs.33 billion. As of December 2023, approximately 97% of the funds had
been disbursed, necessitating an audit to assess whether the funds were
effectively utilized.

iii. Strategic Alignment: The Program aligns with the Kenya Vision 2030 and
Sustainable Development Goal (SDG) 11, which recognizes well planned and
managed urban areas as drivers of economic growth. Assessing the Program

is vital to determining progress towards inclusive, safe, and sustainable cities.

Objective and Scope of the Audit

5. The audit assessed the extent to which the State Department for Housing and

Urban Development, County Governments, and Municipal Boards ensured that
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infrastructure established under KUSP Phase | was sustainable. This included
assessing implementation efficiency, adequacy of maintenance, alignment with
community priorities, and inclusivity. The audit covered financial years 2017/2018
to 2024/2025.

6. Eight (8) counties were sampled for the audit: Kiambu, Kakamega, Kisumu, Uasin
Gishu, Kilifi, Garissa, Nyeri, and Kajiado. Twelve (12) municipalities within these

counties were sampled.

Summary of Audit Findings

Projects Completion Rate

7. Overall, the Program successfully financed 388 infrastructure projects and
established fifty-nine (59) municipalities. The Program achieved a high project
completion rate. Fifty-four (54) of the sixty-nine (69) sampled projects in the twelve
(12) municipalities sampled were delivered within the planned timelines. However,
fifteen (15) projects experienced delays ranging from eleven (11) days to four (4)
years, and two (2) projects remained incomplete at the closure of the Program due

to weak project preparation and procurement delays.
Operation and Usage of Projects

8. Majority of the infrastructure projects were operational. Out of the sixty-nine (69)
projects assessed, sixty-six (66) were complete, with most being put to the
intended use. However, three (3) projects: Nyamasaria Bus Park in Kisumu, Asian
Quarters Bus Termini in Nyeri, and Qorahey Market in Garissa, were not-
operational. This was attributed to disputes between municipalities and the

intended users, regarding the design and location of the projects.
Effective Implementation of the Solid Waste Management Function

9. The audit established that the Program was effective in implementing solid waste
management. The Program supported fifteen (15) solid and liquid waste
management projects across the municipalities, including the purchase of garbage

trucks and bins. This success was driven by the Program’s performance standards,
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which required operational waste collection plans. Consequently, this significantly

contributed to improvement of cleanliness of the municipalities.
Delays in Annual Performance Assessments

10.The Annual Performance Assessments, which determined eligibility for funding,
experienced significant delays of three (3), six (6), and fourteen (14) months for the
three (3) respective cycles. These delays were caused by misalignment between
the Program’s assessment timeline and the national and county budget cycles,

resulting in delayed grant disbursements and disrupted implementation schedules.
Incomplete Delegation and Partial Performance of Municipality Functions

11.Urban institutions were not fully strengthened as envisioned due to incomplete
delegation of functions to municipalities by the County Governments. Only two (2)
out of the sixteen mandated functions: Municipal Plans and Solid Waste
Management showed significant delegation and performance. Critical functions
like road maintenance and traffic control remained under county departments.
Budgetary allocations were often lumped with County Departments budgets, rather
than being ring-fenced for the municipalities. Only six (6) out of the twelve (12)
sampled municipalities had a dedicated budget vote. Further, allocations were
based on budget ceilings rather than costed requirements for the delegated

functions, leading to funding gaps for operations.
Inadequate Staff to Support the Functions of Urban Institutions

12.Municipalities faced core technical staff shortages. For instance, physical planners
and municipal engineers were lacking in six (6) of the sampled municipalities. This
was attributed to the lack of full delegation of functions, thus preventing the

establishment of formal municipal staffing structures.
Gaps in Municipal Capacity to Effectively Carry Out Urban Governance

13.There were significant skills gaps in financial management, procurement, and

spatial planning across the municipalities. Training initiatives were insufficient, and



