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FEUND INEORMATION
a) Background information
Kenya Slum Upgrading, Low-cost Housing and Infrastructure Trust Fund (KENSUF) was formed on
22nd December 2006, through a gazette notice no. 51, by legal notice no. 168 under the Government
Financial Management Act no. 5 of 2004,

At Cabinet level, the Trust Fund is represented by the Cabinet Secretary for Transport, Infrastructure,
Housing, Urban Development and Public Works who is responsible for the general policy and strategic
direction of the fund.

b) Principal activities
The principal activity of Trust Fund is to provide funds for slum upgrading, low-cost housing and
infrastructure programmes to support housing development.

¢) Key Management
The Trust Fund’s day to day management is under the following key organs;

1. Trustees
2. Senior management led by Principal Secretary state department of housing and urban development
who is the accounting officer.

d) Fiduciary Management
The key management personnel who held office during the year ended 30" June 2022 and who had

direct fiduciary responsibility were:

No. Designation Name

L. Principal Secretary Charles M. Hinga

2. Director, Slum Upgrading Department Mary Wanjiku Ndungu
3. Deputy Director, Slum Upgrading Department George Charles Omondi
4.  Senior Deputy Accountant General Mrs Joyce G. Mutugi

e) Fiduciary Oversight Arrangements
The Trust Fund relies on Internal Audit Department of the line ministry which reports directly to the

National Treasury. The National Treasury performs the Trust Fund’s oversight duties as far as Internal
Controls and Risk Management is concerned.

f) Headquarters

Ardhi House, 2nd Floor
Ngong Road.

P.0.Box 30119-00100
Nairobi, Kenya

Telephone: (254) 20-2718050
E-mail: PS@ardhihouse.co.ke
Website: www.ardhi.go.ke
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g Bankers
Cooperative Bank of Kenya,
Parliament Road Branch
P.O. Box 48231-0010
Nairobi, Kenya

Housing Finance Company
Rehani House Branch

P.O. Box 30088

Nairobi

h) Independent Auditors

The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084- 00100

Nairobi, Kenya

i) Principal Legal Adviser
The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112-00200

Nairobi, Kenya
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(1) of

the Government Financial Management (Kenya Slum Upgrading, Low-Cost Housing and
Infrastructure Trust Fund) regulations 2006. The members who held the office during the year under

review up to the date of this report were as follows:

Mr. Charles M, Hinga , CBS, CA(SA)
Principal Secretary
State Department of Housing and Urban
Development

Mr. Hinga was born in 1975. He is a Chartered Accountant (CA) and holds a Bachelor of
Commerce (Accounting) degree from Kenyatta University in addition to Bachelor of
Accounting Science (Honors) from University of South Africa. His core competencies include
project and structured finance, deal structuring and business development. Until the time of
his appointment as the P'rincipal Secretary of Housing and Urban Development he was the

Group Chairman of an advisory boutique with presence in South Africa and Kenya.
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Mr. Charles M. Hinga, CBS, CA(SA)
Principal Secretary

State Department of Housing and
Urban Development
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Director General Deputy Director
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The Kenya Slum Upgrading, Low-Cost Housing and Infrastructure Trust Fund (KENSUF)
implements programmes, projects and activities aimed at improving the lives and livelihood of
people living and working in slums/informal settlements countrywide. In its pursuit of this core
mandate, the Programme is fulfilling the constitutional mandate under Article 43 (1) (b) of the
Constitution of Kenya 2010 which emphasizes the right of every person to accessible and adequate
housing and to reasonable standards of sanitation.

Project implementation

The Programme seeks to fulfill two key strategic objectives namely: - To facilitate access to
adequate housing and to improve livelihoods of people living and working in slums and informal
settlements.

Towards this goal, the Trust Fund has two mega projects that have been part of the Ministerial
Performance Contract. These include the phased construction of 12,608 housing units and
supporting infrastructure at Mukuru, Nairobi. The current contracts sum for the bedsitter units and
the one-bedroom units in the Mukuru social housing projects are Kshs. 1,156,225,200.00 and Kshs.
3,251,642,598.00 respectively. Recently completed projects include the construction of 463 houses
at Mavoko SNP Athi River at a total cost of 1,340,022,248 and the Kibera Soweto East Zone

A. project at a cost of KShs 2,908,440,769.00. Other housing projects in the pipeline include the
Kibera Soweto East Zone ‘B’ project adjunct to the first project in the same location. The
programme has also delivered other social infrastructures such as social halls, youth centre and
markets stalls.

D f& - “g ;
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Kibera: Completed 822No. housing units at Kibera Soweto East Zone ‘A’
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Construction of Social Housing units at the Kenya Meteorological site at Mukuru: Block 4 nineth floor
slab formwork going on

Impact on the Community

The programme was initiated with a core poverty mandate to upgrade, prevent and eradicate slums
in Kenya. The projects supported through this programme are geared towards the provision of social
and physical infrastructure to the residents living and working in slums and informal settlements.
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On a pilot basis, the programme has managed to construct a total of 1,284 No. of housing units and
provided them at subsidized costs to slum residents. Under this arrangement, a total of 822
households have been allocated decent houses through the Kibera Soweto East Zone ‘A’ project
while the process of identifying beneficiaries of the Mavoko Sustainable Neighborhood Programme
is underway. These projects have brought positive impact to the slum communities who are
perceived to be marginalized by the mainstream housing market and thus served to uplift their
welfare.

Planned projects _

The Trust Fund has commenced development of an additional 19,733 social housing units and
associated infrastructure, This has started with bedsitter units which is part of the 12,608 houses at
the Kenya Meteorological site in Industrial Area. The procurement of contracts for 4,435 houses in
Kibera Soweto East Zone ‘B’, Nairobi is in its final stages while planning for 2,690 units in
Mariguini Informal Settlements is ongoing. Additional infrastructure comprising of mass lighting
projects, roads and school construction as well as other social amenities has been scheduled in
slums and informal settlements in various counties. The projects are estimated to cost Ksh
29,615,418,329.00 in the coming years.

Mavoko SNP housing units (463No.)

Way Forward .
The government remains committed in uplifting the lives of low income Kenyans through this
programme. This is evident from the budget allocations by the National Treasury which has enabled

ix
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the Trust to progress well with its mandate. However, there is still need for the government to seek
other sources of funds including engaging development partners to enable the Trust Fund discharge
its mandate more effectively.

Charles M. Hinga, CBS, CA(SA)
Principal Secretary
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Key Perfo'rma'nce

people living
and working in
slums and
informal areas

Objectlve i Indjcators: i R

Pillat/ theme/ issue 1t Constructlon ofSoc:al Hnusmg R
Improve No. of units Construction of 463No. housmg units at 463No. housing units
livelihoods of Mavoko SNP, Machakos County complete & approved for

sale vide a cabinet memo.

Percentage of
completion

Construction of 990 housing units at the
Kenya Meteorological Site at Mukuru,
Nairobi county (as part of 12,608 units)

Ongoing (43%)

Percentage of Construction Civil & other Associated Ongoing (75%)
completion Works for Social Housing Project at
Meteorological Site in Mukuru, Nairobi
(Lot 1)
Percentage of Civil & other Associated Works for Social | Ongoing (78%)
completion Housing Project at Meteorological Site in '
Mukuru, Nairobi (Lot 2)
Percentage of Proposed Outbuilding and Associated Ongoing (57%)
completion Electromechanical Services Works for
Social Housing Project at Meteorological
Site in Mukuru, Nairobi (Lot 3)
Percentage of Construction of 4,435 housing units at Tender stage

completion Kibera Soweto East Zone ‘B’ in Nairobi
Percentage of Construction of 2690 social housing units | Planning ongoing
completion at Mariguini Informal area, South B,

Nairobi

Pillar/ theme/ iss

ue 2: Installation of Physical and Social Infrastructure in Slums and Informal Areas: '

Improve Percentage of Construction of 4No. Classrooms, Ongoing (70%)

livelihoods of completion Ablution Block& Associated sewer

people living system, Administration Block, Kitchen &

and working in 1No. Dormitory at Chiakariga Girls

slums and Secondary School

informal areas Percentage of Construction of Mlimani Primary School, | Ongoing (57%)
completion Nakuru
Percentage of Construction of Health Centre at Kisumu | Ongoing (60%)
completion Ndogo Informal Settlement, Malindi -

Kilifi County

Percentage of Construction of 4KM Sewerline at Ongoing (100%)
completion Nyagachok, Kericho
Percentage of Construction of Market Sheds at Sang’alo | Ongoing (92%)
completion Market, Bungoma County
Percentage of Construction of Market Sheds at Bondeni | Ongoing (100%)
completion area, Kitale, Trans Nzoia County
Percentage of Construction of Market Sheds in Ngaru, Ongoing (100%)
completion Kirinyaga County
Percentage of Proposed Market sheds in Ijara Ongoing (95%)
completion Constituency, Garissa County '
Percentage of Construction of a Modern Multipurpose Ongoing (70%)
completion Market, Nakuru County
Percentage of Upgrading of 3.5KM road to bitumen Ongoing (100%)
completion standards in Londiani, Kericho County
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‘| Achievements

County

LORIo! Indicators z Sl Gt A R R
Percentage of Upgrading of Dagoretti Market Access Ongoing (98%)
completion Road to Bitumen Standards — Nairobi

City County
Percentage of Upgrading of 3.9km Road to Bitumen Ongoing (100%)
completion Standards in Gitogothi, Makaburini and

Mariko in Limuru, Kiambu County.
Percentage of Construction of Jera Market sheds in Ongoing (40%)
completion Siaya County
Percentage of Installation of water reticulation in Timau | Ongoing (85%)
completion Informal Settlements, Meru County
Percentage of Construction of Market sheds, offices, Ongoing (20%)
completion ablution block and external works in

Esise, Nyamira County
Percentage of Installation of 6No. Highmast flood Ongoing (100%)
completion lighting structures in Bomet County
Percentage of Installation of 6No. Highmast flood Ongoing (100%)
completion lighting structures in Kiambu County
Percentage of Installation of 7No. Highmast flood Ongoing (100%)
completion lighting structures in Migori County
Percentage of Installation of 5No, Highmast flood Ongoing (98%)
completion lighting structures in Nyamira County
Percentage of Installation of 2No, Highmast flood Ongoing (10%)
completion lighting structures in Tana River County
Percentage of Installation of 2No, Highmast flood Ongoing (95%)
completion lighting structures in Tharaka Nithi

i
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The Trustees submlt theu report tngcther W1th the audited f' nanclal statemcnts for the year ended
30th June 2022, in accordance with the provisions of Section 81 of the Public Finance
Management Act, 2012.

Principal activities
The mandate of the Trust Fund is to implement programmes, projects and activities aimed at
improving the lives and livelihood of people living and working in slums and informal settlements

countrywide.

Results
The results for the Trust Fund for the financial year ended 30 June 2022 are set out on page 16.

Trustees

The trustees who held office during the year and to the date of this report are set out on page 4
Auditors

The Auditor General is responsible for the statutory audit of the Trust Fund's books of account in
accordance with the provisions of Article 229 of the Constitution of Kenya and the Public Audit
Act, 2015

By order of the Trustees

Charles M. Hinga, CBS, CA(SA)
Principal Secretary

xiii
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Section 81 of the Publl Fmance Management Act, 2012 and Government Financial Trustees Act
no.5 of 2004, require the Trustees to prepare financial statements in respect of the Trust Fund,
which give a true and fair view of the state of affairs of the Trust Fund at the end of the financial
year and the operating results of the Trust Fund for that year. The trustees are also required to
ensure that the Trust Fund keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Trust Fund. The trustees are also responsible for safeguarding

the assets of the Trust Fund.

The Trustees are responsible for the preparation and presentation of the Trust Fund’s financial
statements, which give a true and fair view of the state of affairs of the Trust Fund for and as at the
end of the financial year ended on June 30, 2022. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Trust Fund; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due
to error or fraud; (iv) safeguarding the assets of the Trust Fund; (v) selecting and applying
appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the

circumstances.

The Trustees accept responsibility for the Trust Fund’s financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments and
estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act, 2012 and the Government Financial Trustees Act. The Trustees
are of the opinion that the Trust Fund’s financial statements give a true and fair view of the state of
Trust Fund’s transactions during the financial year ended June 30, 2022, and of the Trust Fund’s
financial position as at that date. The Trustees further confirm the completeness of the accounting
records maintained for the Trust Fund, which have been relied upon in the preparation of the Trust
Fund’s financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Trustees to indicate that the Trust Fund will not remain a
going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements ' f /
- The Trust Fund’s financial statements were approved by the Trustees on, ( ‘1(‘ 092022

and signed on its behalf by:

ook o)

Trustee Trustee

Xiv
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA SLUM UPGRADING, LOW COST
HOUSING AND INFRASTRUCTURE TRUST FUND FOR THE YEAR ENDED
30 JUNE, 2022 - STATE DEPARTMENT FOR HOUSING AND URBAN
DEVELOPMENT

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all

relevant laws and regulations and that its internal 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 ON THE FINANCIAL STATEMENTS
Qualified Opinion

I have audited the accompanying financial statements of Kenya Slum Upgrading, Low
Cost Housing and Infrastructure Trust Fund, set out on pages 1 to 29, which comprise of

Report of the Auditor-General on Kenya Slum Upgrading, Low Cost Housing and Infrastructure Trust Fund for the
year ended 30 June, 2022 — State Department for Housing and Urban Development



the statement of financial position as at 30 June, 2022, and the statement of financial
performance, statement of changes in net assets, statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Slum Upgrading, Low Cost Housing and
Infrastructure Trust Fund as at 30 June, 2022 and of its financial performance and its
cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
Act, 2012.

Basis for Qualified Opinion
1. Unauthorized Administrative and Other Operating Costs

The statement of financial performance reflects administrative and other operating costs
of Kshs.54,151,293 against an approved budget of Kshs.50,000,000 as reflected in the
statement of comparison of budget and actual amounts, resulting in an over-expenditure
of Kshs.4,151,292 for which no approval was provided for audit . Further, the expenditure
includes an amount of Kshs.1,232,430 described as administration fees whose basis and
justification were not provided. In addition, analysis of the various expenditure items under
administrative and other operating costs revealed payments to staff totalling to
Kshs.18,843,736 whose basis and justification were not provided. Further, out of the
payments to staff of Kshs.18,843,736, an amount of Kshs.5,884,819 was described as
payments to various officers and no supporting documentation or details of payments
were provided for audit.

In the circumstances, the accuracy and validity of administrative and other operating costs
of Kshs.54,151,293 could not be confirmed.

2. Unsupported Subsidy from Disposal of Houses

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects subsidy from sale of houses of Kshs.90,150,000. The subsidy arose
from transfer of two hundred and twenty seven (227) housing units of the Mavoko
Sustainable Neighbourhood Project to the Civil Servants Housing Scheme at
Kshs.632,150,000 against a market value (Acquisition Costs) of Kshs.722,300,000
resulting to a subsidy of Kshs.90,150,000. However, the approved Cabinet memo
authorizing the sale/transfer of the 227 units to the Civil Servants Housing Scheme was
not provided for audit. Further the subsidy of Kshs.90,150,000 was a loss to the Fund and
no justification was provided as to why the loss was absorbed by the Fund yet the housing
units were intended for sale to civil servants at cost price.

Report of the Auditor-General on Kenya Slum Upgrading, Low Cost Housing and Infrastructure Trust Fund for the
year ended 30 June, 2022 — State Department for Housing and Urban Development
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In the circumstances, the completeness and validity of the subsidy amount of
Kshs.90,150,000 could not be confirmed.

3. Unsupported Cash and Cash Equivalents

The statement of financial position and as disclosed in Note 11 to the financial statements
reflects cash and cash equivalents balance of Kshs.518,262,835 which includes
Kshs.218,263,555 held at a local bank. However, the bank reconciliation statement for
June, 2022, reflected that three unpresented cheques totalling to Kshs.174,000 were
already stale as they related to the financial year 2019/2020 and 2020/2021. Further,
there were receipts in the bank statement not yet recorded in the cash book amounting
to Kshs.19,670,039 which included receipts amounting to Kshs.4,543,965 which relates
to the period between 4 August, 2016 and 31 December, 2020 and a further
Kshs.5,538,346 which relates to the period 9 January, 2021 to 31 December, 2021. In
addition, a receipt of Kshs.18,175,583 made on 30 June, 2022 was not supported.

The Management did not provide an explanation why these long outstanding receipts
were not recorded in the cash book.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.518,262,835 could not be confirmed.

4. Undisclosed Imprests Balance

The statement of financial position did not reflect any imprests balance. However, review
of the bank reconciliation statement as at 30 June, 2022 reflected that payments totalling
to Kshs.6,474,600 were made to staff through a local bank but were not reflected as
outstanding imprest as at the close of the year. Further, documents were not provided to
indicate when the activities were to take place and confirm the attendance.

In the circumstance, the accuracy and validity of the nil imprest balance as at
30 June, 2022 could not be confirmed.

5. Unsupported Current Receivables from Exchange Transactions

The statement of financial position and as disclosed in Note 12 to the financial statements
reflects current receivables from exchange transactions balance of Kshs.360,709,990
which includes mortgage receivable balance of Kshs.28,559,990 and receivable from the
Civil Servants Housing Scheme Fund of Kshs.332,150,000 which was the outstanding
balance from the transfer of two hundred and twenty seven (227) housing units. However,
analysis of the mortgage receivables balance of Kshs.28,559,990 was not provided for
audit.

In the circumstances, the accuracy of the current receivables from exchange transactions
balance of Kshs.28,559,990 could not be confirmed.

6. Unsupported Non-Current Receivables from Exchange Transactions

The statement of financial position and as disclosed in Note 12 to the financial statements
reflects non-current receivables from exchange transactions balance of

Report of the Auditor-General on Kenya Slum Upgrading, Low Cost Housing and Infrastructure Trust Fund for the
year ended 30 June, 2022 — State Department for Housing and Urban Development
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Kshs.1,210,257,625 which includes advance payments of Kshs.349,169,394, mortgage
receivable of Kshs.556,881,489 and contract retention of Kshs.304,206,742. However,
detailed analysis to support the advance payments balance of Kshs.349,169,394 and
mortgage receivables of Kshs.556,881,489 were not provided for audit . Further, the
contract retention balance of Kshs.304,206,742 was similarly included under payables
from exchange transactions. The basis for the inclusion of retention money as a
receivable was not provided.

In the circumstances, the accuracy, completeness and validity of the non-current
receivables from exchange transactions balance of Kshs.1,210,257,625 could not be
confirmed.

7. Unsupported Work in Progress

The statement financial position and as disclosed in Note 13 to the financial statements
reflects work in progress balance of Kshs.7,818,429,056. However, the balance includes
an un-explained adjustment of Kshs.395,632,323 described as understatement of
advance in prior year.

In the circumstances, the accuracy and completeness of the work in progress balance of
Kshs.7,818,429,056 could not be confirmed.

8. Inaccuracies in the Statement of Cash Flows

The statement of cash flows reflects net receipts and net payments to related parties of
equal amounts of Kshs.750,000,000 which as reflected under Note 18(a) to the financial
statements relates to Kenya Informal Settlement Improvement Project. A review of the
projects financial statements indicates that the transactions related to reimbursement of
funds transferred to Safaricom for National Housing Project wages and that the funds
were not accounted for in the statement of financial performance. However, no
explanation was provided for failure to account for the funds in the statement of financial
performance. Further, the statement reflects prior year net receipts from related parties’
amount of Kshs.114,955,197 which did not have a corresponding payment. In addition,
the amount of Kshs.114,955,197 was at variance with the amount of Kshs.4,147,765,009
reflected under Note 18(a) to the financial statements, resulting to an unexplained
variance of Kshs.4,032,809,812.

In the circumstances, the accuracy and completeness of the statement of cash flows
could not be confirmed.

9. Lack of an Updated Fixed Assets Register

The statement of financial position and as disclosed in Note 14 to the financial statements
reflects property, plant and equipment balance of Kshs.2,702,280,033.However, the
Management did not maintain an updated asset register contrary to Regulation 143(1) of
the Public Finance Management (National Government) Regulations, 2015 which
requires the Accounting Officer to be responsible for maintaining a register of assets
under his or her control or possession.
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In the circumstances, the existence, accuracy and completeness of the property, plant
and equipment balance of Kshs.2,702,280,033 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Kenya Slum Upgrading, Low Cost Housing
and Infrastructure Trust Fund Management in accordance with ISSAI 130 on Code of
Ethics. | have fulfilled other ethical responsibilities in accordance with the ISSAl and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional 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

As disclosed in Note 15 to the financial statements are pending bills due to contractors
for work done and certified totalling to Kshs.172,547,235. Management has not provided
reasons for non-payment of the pending bills despite having a bank balance of
Kshs.518,262,835 as at 30 June, 2022. The Fund risk incurring significant unquantified
interest costs and penalties due to delay in settling invoiced bills. In addition, failure to
settle bills during the year in which they relate adversely affects provisions of the
subsequent year to which they have to be settled as a first charge.

2. Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on a comparable basis of Kshs.1,265,000,000 and Kshs.1,271,665,607
respectively resulting to an over-funding of Kshs.6,665,607 or 0.5% of the budget.
Similarly, the Fund expended Kshs.403,985,139 against an approved budget of
Kshs.1,340,000,000 resulting to an under-expenditure of Kshs.936,014,861 or 70% of the
budget. The underperformance affected the planned activities and may have impacted
negatively on service delivery to the public.

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 matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, | confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.
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Basis for Conclusion

Presentation and Disclosure of the Financial Statements — Non-compliance with
Public Sector Accounting Standards Board Guidelines

The financial statements of the Fund for the year ended 30 June, 2022 were not prepared
in accordance with the recommended reporting template by the Public Sector Accounting
Standards Board (PSASB) revised on 30 June, 2022. The following unsatisfactory
matters were observed on the presentation and disclosure of the statement of cashflows;

i. The statement of cashflows only contains net cashflows from operating activities and
omitted the net cashflows from investing activities and financing activities. This is
despite the fact that the statement of financial position and the statement of changes
in net assets indicate that there were cashflows from investing and financing activities
respectively.

ii. The statement of cashflows did not have a disclosure note on net cashflows from
operating activities whereas the recommended reporting template requires the Fund
to include a disclosure note.

iii. The financial statements did not contain a statement on the following areas though
they are recommended in the financial reporting template:

a) The corporate governance statement;
b) The management discussions and analysis section; and
c) The environmental and sustainability reporting section.

In the circumstances, the presentation and disclosure of the Fund'’s financial statements
did not comply with the PSASB reporting guidelines.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

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

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General’s Responsibilities for the Audit

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

In 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 review of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal controls 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
Fund'’s policies and procedures may deteriorate.

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

» |dentify 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.

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

e Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| am required to draw attention in the auditor's report to the related disclosures in the
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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 Fund to cease to continue
to sustain its services.

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

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

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

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

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

CPAN BS
AUDITOR-GENERAL

Nairobi

07 March, 2023
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Kenya Slum Upgrading Low-Cost Housing and Infrastructure Trust Fund (KENSUT)

Annunl Report and Financinl Statements [ For the year ended June 30 2022
STATEMENT OF FENANCIAL PERFORMANCE " =~ = -
FOR THE YEAR ENDED 30 JUNE 2022

Note 2021-2022 2020-2021
Kshs Kshs
REVENUE
Revenue from exchange transactions
Finance income 7 56,665,607 167,490,760
56,665,607 167,490,760
EXPENDITURE
Subsidy from disposal of houses 8 90,150,000 -
Administrative and other operating costs 9 54,151,293 43,370,019
Depreciation and amortization costs 10 73,385,038 74,023,907
Total expenditure 217,686,331 117,393,926
Deficit /Surplus for the year (161,020,724) 50,096,835

The significant accounting policies and the notes on pages 21 to 43 form an integral part of these
financial statements.
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2022

Note 2021-2022 2020-2021

Kshs IKshs

ASSETS
Current assets
Cash and cash equivalents 11 518,262,835 1,582,730,909
Receivables from exchange transactions 12 360,709,990 28,559,990
Total Current asets 878,972,825 1,611,290,899
Non-current assets
Receivables from exchange transactions - 12 1,210,257,625 789,631,191
Work In Progress 13 7,818,429,056 8,264,280,247
Property, plant and equipment 14 2,702,280,033 2,768,075,830
Total non-current assets 11,730,966,715 11,821,987,268
Total Assets 12,609,939,540 13,433,278,167
LIABILITIES
Non-current liabilities
Payables from exchange fransactions 15 486,853,503 2,364,171,407
Total liabilities 486,853,503 2,364,171,407
Net assets 12,123,086,037 11,069,106,760
REPRESENTED BY: _ -
General Reserves 298,710,006 369,580,729
GOK Development Reserve 11,824,376,031 10,699,526,031
Total Nets Assets and Liabilities 12,123,086,037 11,069,106,760

The significant accounting policies and the notes on pages 21 to 43 form an integral part of
these financial statements. The financial statements on pages 16 to 43 were approved by
the trustees---------=---------- and were signed on their behalf by:

o)

:

Charles M. Hinga CBS, CA(SA)

Mary W. Ndungu

Mrs Joyce G. Mutugi

Senior Deputy Accountant
General
ICPAK No. 4265

Principal Secretary Director
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2022

General reserve GOK. Devalopment Total
reserve
Kshs _ Kshs Kshs

As at 1st July 2020 319,483,894 10,229,526,031 10,549,009,925
Surplus for the year 50,096,835 - 50,096,835
Grants from Exchequer 6 - 470,000,000 470,000,000
As at30% June 2021 369,580,729 __10,699.526031 _ 11,069,106.760
As at 1st July 2021 369,580,729 10,699,526,031 11,069,106,760
Deficit for the year (161,020,724) = (161,020,724)
Grants from Exchequer 6 - 1,215,000,000 1,215,000,000
Transfer of subsidy 90,150,000 (90,150,000) -
As at30"™ June 2022 ____ 298,710,006 __11,824.376.031 __12,123.086,037

The significant accounting policies and the notes on pages 21 to 43 form an integral part of these
financial statements.
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HEOWS!

STATEMI

Cash flows from operating activities

Receipts

Mortgage installments 12
Govemment grants and subsidies Appendix 3
Proceeds fromsale of houses

Finance income 7
Net receipts from Related parties

Deposit for houses 15
Total Receipts

Payments

Goods and services 9
Finace costs 9
Purchase of property plant and equipment 14
Net paymnts to Related parties

Contractors

Total Payments

Net cash flows from operating activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1st July
Cash and cash equivalents at 30 June 11

FOR THE YEAR ENDED 30 JUNE 2022

2021-2022 2020-2021
Kshs Kshs
28,535,326 39,437,870

1,215,000,000 2,846,000,000

300,000,000 -
38,838,842 149,261,217
750,000,000 114,955,197
437,000 9.662.525 -
2,332.811.,168 3,159,316,810
53,662,370 39,409,180
488,922 904,409
7,589,243 629,500
750,000,000 -

2,585.538.706

3,830,406.075

3.397.279.242 3,871,349,164
(1,064,468,074) (712,032,354)
(1,064,468,074) (712,032,354)
1,582.730,909 2.294.763.262

— 518,262,835  ___ 1,582,730,909

The significant accounting policies and the notes on pages 21 to 43 form an integral part of

these financial statements.
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Actual on

Original budget  Final budget compa r.able P;ﬁ?::;?:
basis
2021-2022 2021-2022 2021-2022 2021-2022
Kshs Kshs Kshs Kshs
REVENUE
Government grants and subsidies 1,215,000,000 1,215,000,000  1,215,000,000 0
Finance Income 50,000,000 50,000,000 56,665,607 (6.665.607)
Total income 1,265,000,000 1,265,000,000 1,271,665,607 (6,665,607)
EXPENDITURE
Finance cost 500,000 500,000 488,922 11,077
Use of goods and services 49,500,000 49,500,000 53,662,370 (4,162,370)
Depreciation and amortization 75,000,000 75,000,000 73,385,038 1,614,962
Work In progress 1,215.000,000 _1,215.000,000 276.448.809 938,551,191
Total expenditure 1,340,000,000 1,340,000,000 403,985,139 936,014,860
Surplus for the year —(75,000,0000 _ _(75,000,000) _867,680.468 __(942,680.467)
RECONCILIATION
Surplus as per statement of budget and actual amounts 867,680,468
Work in progress 276,448,809
Subsidy fromsale of Houses (90,150,000)
Transfer to Development Reserve (1,215,000.000)
Deficit as per statement of financial performance (161,020,724)
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EINANCIATSTATHVIE NS

INOTESITOLLHE
1. General Information

Kenya Slum Upgrading, Low-cost Housing and Infrastructure Trust Fund (KENSUF) was formed on 22nd
December 2006, through a gazette notice no. 51, by legal notice no. 168 under the Government Financial
Management Act no. 5 of 2004. At Cabinet level, the Trust Fund is represented by the Cabinet Secretary
for Transport, Infrastructure, Housing, Urban Development and Public Works who is responsible for the
general policy and strategic direction of the fund.

3. Statement of compliance and basis of preparation
The financial statements have been prepared on a historical cost basis except for the measurement at re-

valued amounts of certain items of property, plant and equipment, and financial instruments at fair value,
impaired assets at their estimated recoverable amounts.

The preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It also requires management to exercise
Judgement in the process of applying the Trust’s accounting policies. The areas involving a higher degree
of judgment or complexity, or where assumptions and estimates are significant to the financial statements,
are disclosed in Note 5. The financial statements have been prepared and presented in Kenya Shillings,
which is the functional and reporting currency of the Trust.

The Financial Statements have been prepared in accordance with and comply with International Public
Sector Accounting Standards (IPSAS) issued by International Public Sector Accounting Standards Board
(IPSASB), the Public Financial Management Act, 2012, Public Audit Act, 2015 and Kenya Roads Act
2007. The accounting policies adopted have been consistently applied to all the years presented.

3. Adoption of new and revised Standards
Several new and revised standards and interpretations were effective during the year. The directors have

evaluated the impact of the new standards and interpretations and none of them had an impact on the
Authority’s financial statements.

i. Relevant new standards and amendments to published standards effective for the year ended 30

June 2022
i. New and amended standards and interpretations in issue effective in the year ended 30 June 2022.

[PSASB deferred the application date of standards from 1% January 2022 owing to Covid 19, This was
done to provide entities with time to effectively apply the standards. The deferral was set for 15t January
2023.

ii. New and amended standards and interpretations in issue but not yel effective in the year ended 30

June 2022,
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e PELTA
IPS

41;

Financial

Instruments

ALE il uh

ppllcable: 1‘Januaryr 2023:
The objective of IPSAS 41 Is to establish principles for the financial reporting of financial assets
and liabilities that will present relevant and useful information to users of financial statements
for their assessment of the amounts, timing and uncertainty of an Entity’s future cash flows.
IPSAS 41 provides users of financial statements with more useful information than IPSAS 29, by:
* Applying a single classification and measurement model for flnancial assets that
considers the characteristics of the asset's cash flows and the objective for which the

asset is held;

* Applying a single forward-looking expected credit loss model that is applicable to all

financial instruments subject to impairment testing; and

* Applying an improved hedge accounting model that broadens the hedging
arrangements in scope of the guidance. The model develops a strong link between an
Entity’s risk management strategies and the accounting treatment for instruments held
as part of the risk management strategy.

This has no Impact on the financial statements for the fund

IPSAS 42: Social

Benefits

Applicable: 1% January 2023

The objective of this Standard s to Improve the relevance, faithful representativeness and
comparability of the Information that a reporting Entity provides In its financial statements
about social benefits. The information provided should help users of the financial statements
and general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Entity.

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such soclal benefits provided on the Entity’s financial performance, financial
position and cash flows.

This has no impact on the financial statements for the fund

Amendments to
Other IPSAS
resulting from
IPSAS 41,
Financial

Instruments

Applicable: 1st January 2023:
a) Amendments to [PSAS 5, to update the guidance related to the
components of borrowing costs which were inadvertently omitted when

IPSAS 41 was issued.




Kenya Slum Upgrading Low-Cost Housing and Infrastructure Trust Fund (KENSUF)

nnual Report a inancial Statements | For the year ended June 30 2022

Standard 70

“Effective. date?éﬁd'lmpact
e i f;ﬁ

,nf! &

fi ik
e _‘.I.“p'*"{ﬁ' “15 j

} ST LA

b) Amendments to IPSAS 30, regarding illustrative examples on hedglng
and credit risk which were inadvertently omitted when IPSAS 41 was
issued.

¢) Amendments to IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when
[PSAS 41 was issued.
Amendments to IPSAS 33, to update the guidance on classifying financial
instruments on initial adoption of accrual basis IPSAS which were inadvertently
omitted when IPSAS 41 was issued.

This has no impact on the financial statements for the fund

Other

improvements
to IPSAS

Applicable 1* January 2023

o IPSAS 22 Disclosure of Financial Information about the General
Government Sector.

Amendments to refer to the latest System of National Accounts (SNA 2008).

e [PSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no longer

defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now superseded

by IPSAS 41 which is applicable from 1% January 2023.

This has no impact on the financial statements for the fund

IPSAS 43

Applicable 1* January 2025

The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that lessees
and lessors provide relevant information in a manner that faithfully represents

those transactions. This information gives a basis for users of financial
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statements to assess the effect that_ leases have on the financial position, -
financial performance and cashflows of an Entity.

The new standard requires entities to recognize measure and present
information on right of use assets and lease liabilities. |

This has no impact on the financial statements for the fund

IPSAS 44: Non- | Applicable 1** January 2025

CurrentAssets | the Standard requires,
Held for Sale o5

3 Assets that meet the criteria to be classified as held for sale to be measured at
an
Bl the lower of carrying amount and fair value less costs to sell and the
Operations depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented
separately in the statement of financial position and the results of discontinued
operations to be presented separately in the statement of financial

performance.

il Early adoption of standards

The Trust did not early — adopt any new or amended standards in year 2022

4, Summary of significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are set out below.

These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Basis of Preparation

The financial statements have been prepared under the historical cost convention, unless otherwise stated.
The Financial Statements are presented in Kenya Shillings which is the functional and reporting currency
of the Trust Fund.
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(b)  Presentation of Financial Statements

The financial statements comprise of statement of financial performance, statement of financial position,
statement of changes in net assets/reserves, the statement of cash flows and statement of comparison of
budget and actual amount and the notes to the financial statements.

The Trust Fund classifies its expenditure by the nature of expense methodology.

The disclosure on risks are presented in the financial risk management objectives and policies contained in
note 24,

(¢)  Budget Information

The original budget for FY 2021-2022 was approved by the National Assembly on 9% June 2021.
Subsequent revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The Trust Fund’s budget is prepared on a different basis
to the actual income and expenditure disclosed in the financial statements. The financial statements are
prepared on accrual basis using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassified by presentation to be on the same basis as
the approved budget. A comparison of budget and actual amounts, prepared on a comparable basis to the
approved budget, is then presented in the statement of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also made for
differences in the formats and classification schemes adopted for the presentation of the financial
statements and the approved budget.

(d) Taxation
The Trust Fund is an appointed tax agent for Kenya Revenue Authority with the mandate to withhold tax
and remit to Kenya Revenue Authority. The withheld taxes are recognized as current liabilities until paid
to the relevant Authority. '

Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted, at the reporting date in the area where the Trust Fund
operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net assets and not in
the statement of financial performance. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate.

10
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(e) Translation of foreign currencies

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of
the transaction. Payables or receivables denominated in foreign currency are reported at the statement of
financial position reporting date by applying the exchange rate on that date. Exchange differences arising
from the settlement of creditors, or from the reporting of creditors at rates different from those at which
they were initially recorded during the period, are recognized as income or expenses in the period in which
they arise.

) Revenue recognition

Revenue comprises the fair value of consideration received or receivable in the ordinary course of business.
In accordance with Government Financial Management (Kenya Slum Upgrading, Low-cost Housing and
Infrastructure Trust Fund) regulations 2006 Revenue comprises Grants, Loans and donations from Central
Government and Development partners, and such moneys, sums or assets that may accrue to the Trust
Fund. The Trust Fund recognizes revenue when the amount of revenue can be reliably measured, and it is
probable that future economic benefits will flow to the Trust Fund.

i)  Transfers from Government and other entities
Grants from Government and other entities are recognized as they accrue in the period in which the transfer

becomes binding at fair value, in the Statement of Financial Performance and Development reserves, unless
the collectability is in doubt. The fair values can be determined by reference to the market rate.

Where a transfer is subject to conditions that if unfulfilled require a return of the transferred resources they
are recognized as a liability until the condition is fulfilled.

ii) Interest Income
Interest income and expense, including interest income from non-derivative financial assets are recognized

at fair value through the Statement of Financial Performance using the effective interest method. Interest
income is accrued on a time basis and is calculated on call and fixed deposits held with approved banking
institutions.

iii) Fees, Penalties and Other income
Other income is accounted for on receipt basis

(g) Financial Instruments

(i) Financial assets
Financial assets within the scope of IPSAS 29 are classified as financial assets at fair value through surplus

or deficit, receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The Trust Fund determines the classification of its financial assets at initial recognition.
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Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They arise when the Trust Fund provides money or services directly to a debtor with no
intention of trading the receivable. Receivables mainly arise from non-exchange transactions which accrue
in the ordinary course of business and there is no intention of trading the receivable.

Receivables are recognized initially at the fair value. They are subsequently measured at amortized costs
using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is objective evidence that the Trust Fund
will not be able to collect all amounts due according to the original terms of receivables.

The carrying value less discounts and any impairment provision of impairment is assumed to approximate
their fair values. For financial instruments such as short-term receivables, no disclosure of fair value is
required when the carrying amount is a reasonable approximation of fair value. Receivables are classified
as current assets if payment is due within one year or less. If not, they are presented as non-current assets.

(i)  Financial Liabilities

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value through
surplus or deficit or loans and borrowings, as appropriate. The Trust Fund determines the classification of
its financial liabilities at initial recognition.

Payables

Payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Payables also include payments in respect social benefits where formal agreements
for specific amounts exist.

Payables are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method. The historical cost carrying amount of payables subject to the normal credit terms
usually approximates fair value. Payables are classified as current liabilities if payment is due within one
year or less (or in the normal operating cycle of business if longer). If not, they are presented as non-current
liabilities. '

(h) Provisions

Provisions are recognized when the Trust Fund has a present obligation (legal or constructive) as a result
of a past event, it is probable that the Trust Fund will be required to settle the obligation, and a reliable
estimate can be made of the amount of obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting period end, taking into account the risks and uncertainties surrounding the
obligation.
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Contingent Liabilities

The Trust Fund does not recognize a contingent liability but discloses details of any contingencies in the
notes to the financial statements, unless the possibility of an outflow of resources embodying economic
benefits or service potential is remote.

Contingent assels

The Trust Fund does not recognize a contingent asset but discloses details of a possible asset whose
existence is contingent on the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Trust Fund in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately reflected in the
financial statements. If it has become virtually certain that an inflow of economic benefits or service
potential will arise and the asset’s value can be measured reliably, the asset and the related revenue are
recognized in the financial statements of the period in which the change occurs

(i) Leases
i) Finance Lease

Leases of property, plant and equipment including Mortgage contracts where the beneficiaries assume
substantially all the risks and rewards incident to ownership are classified as finance leases. Finance leases
are recognized as an asset at the inception of the lease at the lower of the fair value of the leased assets and
the present value of the minimum lease payments. The interest rate implicit in the lease is used as the
discount factor in determining the present value. Each lease payment is allocated between the asset and
finance income using the interest rate implicit in the lease. The finance income is credited to the
statement of financial performance in the year in which it is received.

ii) Operating leases

Leases of assets where a significant proportion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made/received under operating leases are
charged/credited to the statement of financial performance on a straight-line basis over the lease period.
Prepaid operating lease rentals are recognized as assets and are subsequently amortized over the lease
period.

§)) Provision for liabilities and charges

Provisions are recognized when the company has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate of the amount of the obligation can be made.

(k)  Property, plant and equipment
All categories of property, plant and equipment are initially recognized at cost and subsequently carried at
cost less accumulated depreciation and accumulated impairment losses. Cost includes expenditure directly
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attributable to the acquisition of the assets. Computer software, including the operating system that is an
integral part of the related hardware is capitalized as part of the computer equipment. All other items of
property, plant and equipment are subsequently carried at cost less accumulated depreciation and
accumulated impairment losses.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the company and the cost of the item can be measured reliably. Repairs and maintenance expenses are
charged to the statement of financial performance in the year in which they are incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal consideration the asset is
initially measured at its fair value

Depreciation is calculated using the reducing balance method to write down the cost of each asset to its
residual value over its estimated useful life using the following annual rates:

Rate- %
Land and Buildings 2.5%
Computer Equipment and software  33.3%
Furniture and Fittings 12.5%

As no parts of items of property, plant and equipment have a cost that is significant in relation to the total
cost of the item, the same rate of depreciation is applied to the whole item.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date. Gains and losses on disposal of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining operating surplus.

Q)] Construction contracts
A construction contract is defined as a contract specifically negotiated for the construction of an asset.
Contract costs are recognized as assets in the period in which they are incurred.

Where the outcome of a construction contract can be estimated reliably, costs are recognized by reference
to the stage of completion of the contract activity at the end of the reporting period, measured based on the
proportion of contract costs incurred for work performed to date relative to the estimated total contract
costs, except where this would not be representative of the stage of completion. Variations in contract work,
claims and incentive payments are included to the extent that the amount can be measured reliably, and its
payment is considered probable.

The Trust Fund uses the ‘percentage-of-completion method’ to determine the appropriate amount to
recognize in a given period. The stage of completion is measured by reference to the contract costs incurred
up to the end of the reporting period as a percentage of total estimated costs for each contract. Costs incurred
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in the year in connection with future activity on a contract are excluded from contract costs in determining
the stage of completion. They are presented as inventories, prepayments or other assets, depending on their
nature.

Progress billings not yet paid to the contractors and retention are included within ‘Payables’ in the
statement of financial position.

Costs incurred on maintenance contracts are charged in the statement of financial performance in the period
in which they are incurred.

(m) Impairment of Non-Financial Assets

At each reporting period end, based on internal and external sources, the Trust Fund reviews the carrying
amounts of its tangible and intangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Trust Fund estimates
the recoverable value of the asset.

Impairment losses are recognized as an expense in the Statement of Financial Performance whenever the
carrying amount of an asset exceeds its recoverable amount. Where an impairment loss subsequently
reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable amount. A
reversal of impairment loss is limited to the assets carrying amount that would have been determined had
no impairment loss been recognized in prior years. A reversal of an impairment loss is credited to the
Statement of Financial Performance in the year reversals are recognized.

(n)  Work In Progress

Work in progress comprises of incomplete housing and infrastructure projects and is measured at cost upon
initial recognition. Costs incurred in developing the project is accounted for, based on purchase cost using
the weighted average cost method.

After initial recognition, Work In Progress is measured at the lower of cost and net realizable value. Net
realizable value is the estimated selling price in the ordinary course of operations, less the estimated costs
of completion and the estimated costs necessary to make the sale, exchange, or distribution.

(0) Cash and Cash Equivalents

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

The Trust Fund creates and maintains reserves in terms of specific requirements.

The net assets are made of up of designated funds and accumulated reserve which are explained as
follows:

i. GOK development reserve funds which relate to cumulative exchequer and development partners’
funds received for development projects. This represents the Trust Fund’s Investment in Low-cost
housing and infrastructure to 30 June 2022,

ii. General reserve relates to accounting surplus/deficit which accrues from unutilised funds, interest
income and other miscellaneous income as well as subsidies provided by the government to the
beneficiaries of the housing scheme.

(q) Changes in accounting policies and estimates
The Trust Fund recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

(r) Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation of the
Financial Statements as required by International Public Sector Accounting Standards and any amendment
whenever necessary in the current year

(s) Subsequent Events
There have been no events subsequent to the financial year end with a significant impact on the financial
statements for the year ended June 30, 2022.

5 Critical Accounting Estimates, Judgements and Assumptions
In the process of applying the Trust Fund’s accounting policies, the trustees have made estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities as at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period,

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
Although these estimates are based on the trustees’ knowledge of current events and actions, actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.
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(a)  Critical Judgments in Applying the Trust Fund’s Accounting Policies
In the process of applying the Trust Fund’s accounting policies, judgments have been made in determining:

o Whether the assets are impaired.
o The classification of financial assets.
e The going concern.
(b)  Critical Accounting Estimates and Assumptions

The key areas of judgments and sources of uncertainty in estimation are as set out below:

()  Contingent Liabilities

As disclosed in these financial statements, the Trust Fund is exposed to various contingent liabilities in the
normal course of business. The trustees evaluate the status of these exposures on a regular basis to assess
the probability of the Trust Fund incurring related liabilities. However, provisions are only made in the
financial statements where, based on the trustees’ evaluation, a present obligation has been established.

(i)  Provision for Doubtful Debts
The Trust Fund reviews its receivables to assess the likelihood of impairment. Provision for impairment of

receivables is established when there is objective evidence that the Trust Fund will not be able to collect
all amounts due. Where necessary, an estimation of the amounts irrecoverable is made in that year.
Provision for impairment shall be recognized upon approval by the trustees.

(iii)  Other Provisions
Other provisions are recognized when the Trust Fund has legal or constructive obligation as a result of past
events, for which it is probable that an outflow of economic benefits will be required to settle the obligation,

and a reliable estimate can be made of the amount of the obligation.

(iv)  Impairment Losses

At each reporting period end, the Trust Fund reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Trust Fund estimates
the recoverable value of the asset. Any impairment losses are recognized as an expense immediately. Where
an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount. A reversal of an impairment loss is recognized as income immediately.
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6. Government Grants and Subsidies
2021-2022 2020-2021
Kshs Kshs
GOK Development Funds 1,215,000,000 ___ 470,000,000
Transfer to Development Fund (1.215.000.000) (470.000.000)
Total Revenue _ R
Transfers from Ministries, Departments and agencies
Amount Total grant
recognised in  income during
capital fund the year 2021-2022

Name Ksh Ksh Ksh
State Department of Housing and
Urban Development 1.215,000,000 _1,215,000,000 _1.215,000,000
e Finance Income
Mortgage Interest 17,826,765 18,229,543
Interest on call deposits 38,838,842 149,261,217

56,665,607 167,490,760
8. Subsidy from sale of houses
Sale proceeds from Mavoko Houses 632,150,000 -
Cost of the houses disposed (722.,300,000) -
Total Subsidy (90,150,000) -
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2021-2022 2020-2021
Kshs Kshs
9. Administrative costs and other Operating expenses
Advertising 4,742,077 413,242
Consulting fees - 2,673,553
Admin fees 1,232,430 51,400
Conferences and delegations 3,475,960 202,800
Water charges 2,794,797 2,533,352
Consumables 2,590,425 2,467,439
Electricity 1,485,439 1,504,502
Vehicle Running expenses 9,468,132 27,162
Insurance 4,583,426 3,347,170
Postage - 13,000
Printing and stationery 2,534,000 2,587,252
Hire charges - 960,000
Security costs - 1,560,000
Telecommunication 1,929,000 2,574,000
Travelling and Subsistence 12,786,625 19,284,367
Training 5,990,059 2,057,272
Bank Charges 488,922 904,409
Miscellanous expenses - 209,100
Legal Fees 50,000 -
Total Administrative and other operating expenses 54,151,293 43,370,019
10. Depreciation and amortisation costs
Property plant and equipment 73,385,038 74,023,907

11,  Cash and cash equivalents
Current accounts & Deposits on call

— 518,262,835  1.582,730.909

The cash in hand and at bank is held with the following approved commercial banks in Kenya.

218,263,555 1,582,730,909
299,999,280 -

— 518,262,835 __1.582,730,909

Co-operative Bank of Kenya
Housing Finance Company
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2021-2022 2020-2021
Kshs Kshs
12.  Receivables
a) Receivables From Exchange Transactions
Current:
Mortgage Receivable 28,559,990 28,559,990
Civil Servants Housing Fund _332,150.000 -
360,709,990 28,559,990
Non current:
Advance payments 349,169,394 10,791,561
Mortgage Receivable 556,881,489 567,590,050
Contract retention money 304.206,742 211,249,581
1,210,257.625 789,631,191
Total Receivables From Exchange Transactions 1,570,967,615 818,191,181

The movement in the mortgage balances during the year is shown below:

At start of the year 596,150,040 617,358,367
Interest for the year 17,826,765 18,229,543
Recoveries during the year (28.535.326) (39,437.870)
As at 30th June 585,441,479 596,150,040
Current 28,559,990 28,559,990
Non Current 556.8 89 567,590.050
585,441,479 596,150,040
Total Receivables 1,570,967,615 818,191,181

Receivables constitute both short term and long-term liquid assets which are recoverable. Mortgage loans
represent funds due from beneficiaries for the sale of the low-cost houses and are recoverable in accordance
with the contract terms. Contract retention money represents funds retained from the contractors which are
held by the parent ministry. The maximum exposure to credit risk at the reporting date is the fair value of
each class of receivable mentioned above. Mortgage loans are secured by the title to the houses which are
only surrendered on full recovery of the loan. The Trust Fund does not hold any collateral as security for

the retention receivable. The aged analysis of receivables is as follows:
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Year Ended 30 June 2022

Less Than
1 Month
Ksh

Mortgage Receipts -

Contract Retention money

Grant receivable

Civil Servants Housing Fund

Contract Advance

Between
1-3 months
Ksh

Between Over Total
3-12 Months One Year
Ksh Ksh Ksh
28,559,990 556,881,489 585,441,479

304,206,742 304,206,742
332,150,000

332,150,000 -
. 349.169.394 349.169.394

Total -

360,709,990 __1.210,257,625 __1.570.967,615

13. Work in Progress
Work In Progress

At Ist July

Additions

Disposals

At 30th June

Work In progress comprise of incomplete houses and infrastructure. In the opinion of the Trustees the

8,264,280,247 2,301,406,435
276,448,809 5,962,873,812
(722,300,000) 5
—7.818,420,056 _8.,264,280,247

carrying amounts of the work in progress approximate to their fair value.
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14. Property Plant and equipment

Cost/ Valuation
As at Ist July 2020
Additions during the year

As at 30 June 2021
Additions during the year

As at 30 June 2022

Depreciation
As at 1st July 2020
Charge for the Year

As at 30 June 2021

Charge for the Year
As at 30 June 2022

Net Book Values
As at 30 June 2022

As at 30 June 2021

1S.  Payables

Land and Furniture Computers
N s and office Total
Buildings and Fittings :
Equipment
Ksh Ksh Ksh Ksh
3,125,721,982 17,333,600 27,586,966  3,170,642,548
- - 629,500 629.500
3,125,721,982 17,333,600 28,216,466 3,171,272,048
- 2,724,500 4,864,743 7,589,243
3,125,721,982 20,058,100 33,081,209 3,178,861,291
301,044,877 5,810,893 22,316,543 329,172,313
70,.616.928 1.440.338 1.966.641 74.023.907
371,661,804 7,251,231 24,283,184 403,196,221
68.851.504 1.600.859 2.932.675 73.385.038
440,513,309 8,852,090 27,215,859 476,581,260

—2,685,208,673 __ 11,206,010 ____ 5865350 _ 2,702,280,033
-2,754,060,178  _10,082,369 __ 3,933,282 _2,768,075,828

a) Payables From Exchange Transactions

Non- Current:
House purchase deposits
Due to contractors

Contract retention money

Total Payables From Exchange Transactions

10,099,525
172,547,235
304,206,742

486,853,503

9,662,525
2,143,259,301

211,249,581

2,364,171,407
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16.  Financial risk management objectives and policies
The Trust Fund has an integrated risk management framework/ strategy. The Trust Fund’s approach to risk

management is based on risk governance structures, risk management policies, risk identification,
measurement, monitoring and reporting. The risk management policies and systems are reviewed regularly
to ensure they are in tandem with the micro and macro environment, regulatory guidelines, industry
practice, market conditions as well as the services offered. :

The Trust Fund recognizes the critical role the risk management will continue to play in its endeavor to
carry out its business in a dynamic environment. The Trustees are committed to ensure that corporate
governance and risk management are deeply entrenched in the Trust Fund’s strategy and culture. An
elaborate risk management strategy that will provide direction on matters of policy and guide the
implementation and control has been developed.

The Trust Fund core business involves major engagements with financial transactions and processes which
pose certain risks. Three types of risks are reported as part of the risk profile namely operational, strategic
and business continuity risks.

(i) Operational risks are events, hazards, variances or opportunities which could influence the
achievement of the Trust Fund’s compliance and operational objectives.

(i)  Strategic risk is a significant unexpected or unpredictable change or outcome beyond what was
factored into the organization’s strategy and business model which could have an impact on the
entity’s performance.

(iii) Business continuity risks are those events, hazards, variances and opportunities which could
influence the continuity of the entity.

Trustees have the overall responsibility for the establishment and oversight of the Trust Fund’s risk

management framework. The Trust Fund has delegated its risk management to the Audit and Risk

Committee of the parent ministry, One of the responsibilities of this committee is to review risk

management strategies to ensure that an effective efficient and transparent system of risk management is

maintained for sustainable management of the Trust Fund.

The Trust Fund’s exposure to risks, its objectives, policies and processes for managing the risk and the
methods used to measure it have been consistently applied in the years presented, unless otherwise stated.
The Trust Fund aims therefore to achieve an appropriate balance between the risk and return and minimize
potential adverse effects on its financial performance. The financial management objectives and policies
are as outlined below:

a) Liquidity Risk

Liquidity risk is the risk that the Trust Fund will not have sufficient financial resources to meet its
obligations when they fall due or will have to do so at excessive costs. This risk can arise from mismatches
in the timing of cash flows from revenue and capital/ operational outflows, assets and liabilities according
to their maturity profiles and can occur where cash flow streams have been discontinued, etc. Funding risk
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arises when the necessary liquidity to fund illiquid asset positions cannot be met at expected terms and
when required.

The objective of the liquidity and funding management is to ensure that all foreseeable operational and
capital commitment expenditure can be met under both normal and stressed conditions and the mismatch
is controlled in line with allowable risk levels.

The Trust Fund has adopted an overall balance sheet approach which consolidates all sources and uses of
liquidity, while aiming to maintain a balance between liquidity, cash flows and interest rate considerations,
The Trust Fund’s liquidity and funding management process includes:

i) Projecting cash flows and considering the cash required and optimizing the short-term requirements as
well as the long-term funding, maintaining balance sheet liquidity ratios,

if) Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities,

The Trust Fund has an established corporate governance structure and process of managing risks regarding

guarantees and contingent liabilities.

The primary sources of revenue for the Trust Fund are mainly Grants from the central Government.

The table below summarizes the maturity analysis for financial liabilities to their remaining contractual
maturities

Year Ended 30 June 2022
Less Than Between Between Over
1 Month 1-3 months 3-12 Months One Year
Ksh Ksh Ksh Ksh
House purchase deposit - - - 10,099,525
Due tocontractors - S 172,547,235 -
Contract retention = . - 304,206,742
Total = C = 172,547,235 ___ 314,306,267
Year Ended 30 June 2021
Less Than Between Between Over
1 Month 1-3 months 3-12 Months One Year
Ksh Ksh Ksh Ksh
House purchase deposit 9,662,525
Due tocontractors 2,143,259,301 -
Contract retention - - - 211,249.581
Yol - : — 2143250301, _220.912,106
b) Market Risk
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Market risk is the risk that the fair value of future cash flows of financial instruments will fluctuate because
of changes in foreign exchange rates, prices and interest rates, The objective of market risk management
policy is to protect and enhance the Statements of Financial Position and performance by managing and
controlling market risk exposures within acceptable parameters, and to optimize the funding of business
operations and facilitate capital expansion. The Trust Fund is exposed to the following market risks:

@) Currency Risk
The currency risk is minimal as most of cash and cash equivalents held with banks are dominated in Kenya

Shillings.

(i)  Price Risk
The Trust Fund is not exposed price risk.

(iii)  Interest Rate Risk
The Trust Fund’s financial condition may be adversely affected as a result of changes in interest rate

levels. The interest rate risk is minimal as the Trust Fund does not have any borrowings.

¢) Credit Risk
The maximum exposure of the Trust Fund to credit risk as at the balance sheet date is as follows:
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Year Ended 30 June 2022
Past Due

Fullj: But Not Past dlue and Total
Performing L Impaired
impaired

Ksh Ksh Ksh Ksh
Contractor retention 304,206,742 304,206,742
Contract advance 349,169,394 349,169,394
Mortgage loans 585,441,479 - - 585,441,479
Trade receivables 332,150,000 332,150,000
Cash at Bank 518.263.555 - - 518.263.555
Gross Financial Assets —2,089.231,171 - - 2,089,231,171
Year Ended 30 June 2021

Past Due
Full Past due and
Perfnrnny'ng But: Nt Impaired b
impaired

Ksh Ksh Ksh Ksh
Contractor retention 211,249,581 - - 211,249,581
Contract Advance 10,791,561 10,791,561
Mortgage loans 596,150,040 - - 596,150,040
Cash at Bank 1,582.730.909 1.582.730.909

Gross Financial Assets

—2.400.922,091

2,400,922,091

¢) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Trust Fund’s processes, personnel, technology and infrastructure and from external factors other than
credit, market and liquidity risks such as legal and regulatory requirements and generally acceptable
standards of corporate behavior.

The Trust Fund seeks to ensure that key operational risks are managed in a timely and effective manner
through a framework of policies, procedures and tools to identify, assess, monitor and report such risks.

The Trust Fund’s objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the Trust Fund’s reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational risk
is assigned to senior management. The responsibility is supported by the development of overall standards
for the management of operational risk in the following areas:
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() Requirements for appropriate segregation of duties, including the independent authorization of
transactions.

(ii) Requirements for the reconciliation and monitoring of financial transactions.

(iii) Compliance with regulatory and legal requirements.

(iv) Documentation of controls and procedures.

(v) Requirements for the yearly assessment of operational risks faced and the adequacy of controls and
procedures to address the risks identified.

(vi) Requirement for the reporting of operational losses and proposed remedial action.

(vii) Training and professional development.

(viii) Ethical and business standards; and

(ix) Risk mitigation, including insurance where it is effective.

Operational risks are managed by the Internal Audit function established at the parent ministry to spearhead
and coordinate risk management activities. The measures taken include proactively identifying, analyzing
and mitigating risks in all facets of the business.

d) Compliance and Regulatory Risk

Compliance and regulatory risk include the risk of non-compliance with regulatory requirements. The Trust
Fund has complied with all externally imposed requirements throughout the year.

e) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from defective transactions
or contracts, claims being made or some other event resulting in a liability or the loss for the Trust Fund,
failure to protect the title to and inability to control the rights to assets of the Trust Fund (including
intellectual property right), changes in law, or jurisdictional risk.

The Trust Fund manages legal risk through the legal function, legal risk policies and procedures and the
effective use of internal controls and external lawyers.

17.  Explanation for budget variances
The original budget for FY 2021-2022 was approved by the National Assembly on 8" June 2021.

Subsequent revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. Significant budget variances exhibited is due to
underfunding during the year.

18.  Related Parties Balances and Transactions
The Trust Fund regards a related party as a person or an entity with the ability to exert control individually

or jointly, or to exercise significant influence over the Trust Fund, or vice versa. Members of key
management are regarded as related parties and comprise the Principal Secretary and senior managers in
the Slum Upgrading department.
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(a) Related party transactions
The following transactions were carried out with related parties during the year.

2021-2022 2020-2021
Kshs Kshs
Receipts and transfers
State Department of Housing and Urban Development 1,215,000,000 470,000,000
Kenya Informal Settlement Improvement Project 750,000,000 4,147.765.009
Total Receipts and transfers 1,965,000,000 4,617,765,009

(b) Outstanding balances arising from non-exchange transactions
The following were outstanding balances with related parties as at 30" June 2022

Civil Servants Housing Fund 332,150,000 -

19.  Fair value
The trustees consider that there is no material difference between the fair value and carrying value of the

Trust Fund’s financial assets and liabilities, where fair value details have not been presented.

20.  Events after the balance sheet date
There were no material adjusting and non- adjusting events after the reporting period

21.  Capital Commitments
All capital commitments contracted for/authorized at the reporting period end have been recognized in

the financial statements.

22.  Ultimate holding entity

The Trust Fund is a Semi- Autonomous Government Agency under the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works. Its ultimate parent is the Government of
Kenya.

23.  Currency
The financial statements are presented in Kenya Shillings (Ksh)
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ARBENDIGIRERT) GRS SO NS RGP
The Trust Fund received unqualified audit r
matters having been resolved and closed.
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