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BACKGROUND INFORMATION

National Housing Corporation (NHC) is a statutory body established by an Act

of Parliament, Cap. 117 of the Laws of Kenya. The primary mandate of NHC is to play a

principal role in the implementation of the Government's Housing policy. At Cabinet level, the

entity is represented by the Cabinet Secretary, Ministry of Transport, Infrastructure, Housing

and Urban Development who is responsible for the general policy and strategic direction of the

Corporation.

OUR VISION

Sustainable and decent housing for Kenyans

OUR MISSION

To efficiently provide and facilitate access to innovative housing solutions

OUR CORPORATE VALUES

Professionalism and excellence

Integrity, transparency and accountability

Customer focus

Commitment/loyalty

Teamwork/unity

Innovation and creativity

Equity

Environmental sustainability
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PRINCIPAL ACTIVITIES
National Housing Corporation (NHC) is established under the Housing Act, Cap.117 of the

Laws of Kenya

The principal roles of NHC are:

. Development of decent and affordable housing.

. Facilitation of Rural Housing development.

. Mobilization of Local and International capital for Housing Development.

. Forging partnerships with the County Governments, Cooperative Societies, Private

Sector players and other stakeholders in housing development.

DIRECTORS
The Directors who served the Corporation during the period 2020/2021, were as follows:

1. Eng. Stephen Ngare Board Chairman
2. Amb.Ukur Yatani Kanacho Cabinet Secretary, The National Treasury
J Charles Hinga Mwaura Principal Secretary, State Department of

Housing and Urban Development
4 Gladys Mboya Director
5 Iackson Kimuri Director
6 Jane Mwangi Alternate Director State Department for

Housing & Urban Development

7 Jacqueline Mbithe Muindi Alternate to the Cabinet Secretary, The
National Treasury

8 Prof. Arch. Jerry Magutu Director
9 Dr. Habil Olaka Director
10. Pakicia Nyambura Gathuri Director
1,1. Caroline Armstrong-

Ogwapit
Director

12. Andrew Saisi Manasing Director (Exited on 31.08.202L)

13. Dr. Patrick M. Bucha, MBS Ag. Managing Director
1,4 William K. B. Keitany Corporation Secretary

Corporation Secretary
William K. B. Keitany
NHC House, Aga Khan Walk, P.O Box 30257 - 00100, Nairobi, Kenya
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CORPORATE INFORMATION

Corporation Headquarters:
NHC House
Aga Khan Walk
P.O. Box 30257 - 00100
Nairobi, Kenya

Corporation Contacts:
Telephone : +254 331,21,49 / 7
E-mail : info@nhckenya. go.ke
Website : www. nhckenya. go.ke

Corporation Bankers:
Kenya Commercial Bank Ltd.
Moi Avenue Branch
P.O. Box 30081 - 00100
Nairobi, Kenya

National Bank of Kenya
Harambee Avenue Branch
P.O. Box 41862 - 00100
Nairobi, Kenya

Co-operative Bank of Kenya
Co-op House Branch
P.O. Box 67881- 00100
Nairobi, Kenya

Independent Auditors:
The Auditor General
Office of the Auditor General
P.O. Box 30084 - 00100
Nairobi, Kenya

Principal Legal Advisers:
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112- 00200
Nairobi, Kenya
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THE BOARD OF DIRECTORS
Hon. Eng. Stephen Muriuki Ngare - Chairman

Hon. Eng. Stephen Muriuki Ngare is the Chairman of the
National Housing Corporation Board. He graduated with
a Bachelor of Science in Civil Engineering from the
University of Nairobi and a Master's degree in
Environmental Studies specializing in Transportation
Planning from York University, Toronto, Canada. He is a
Registered Consulting Engineer by the Engineers Board of
Kenya and a member of the Kenya Institute of Engineers.

He has over 35 years of extensive experience in the
management of road projects in the public sector and has
held the position of Deputy Chief Engineer (Roads) in the
Ministry of Roads after which he was appointed to the
Ministry of Public Works as General Manager in charge of
Planning and Special Projects in Kenya National
Highways Authority (KeNHA).

From 2013-2017, he was the Member of Parliament for
Ndia Constituency, Kirinyaga County. He served as a
member of the Budget and Appropriation Committee,
Public Investment Committee and Transport, Public
Works and Housing Committee.

6
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Amb. Ukur Yatani Kanacho - Cabinet Secretary National Treasury

Amb. Yatani is the Cabinet Secretary National Treasury. He
has over 27 year experience in public administration, politics,
diplomacy and governance in public sector since 1992. Before
his appointment as Cabinet Secretary for the National
Treasury & Planning he served as the Cabinet Secretary f.or
Labour and Social Protection since January 2018.

Between the years 2006-2007 while Member of Parliament for
North Horr constituency, he also served as an Assistant
minister for science and technology. At the height of his career
(March 2013-August2017), he served as a pioneer Governor of
Marsabit County, the largest County in the Republic of Kenya.

Between June 2009 and October 20'/.,2, he served as Kenya's
Ambassador to Austria with Accreditation to Hungary and
Slovakia and Permanent Representative to the United Nations
in Vienna. In this position, he aggressively pursued and
advanced Kenya's foreign interests.

He held senior leadership positions at various diplomatic and
international agencies such as International Atomic Energy
Agency (IAEA), United Nations Organization on Drugs and
Crimes (UNODC), United Nations Industrial Development
Organizatron (UNIDO), Vice Chairperson of United Nations
Convention Against Transnational Organized Crime
(UNTOC), Vice President of Convention on Crime Prevention
and Criminal Justice (CCP), and chair of African Group of
ambassadors among others.

Between 1992-2015, he served in different positions in
Kenya's Public Administration including a District
Commissioner, where he sharpened his management and
administrative skills. He has Master of Arts in Public
Administration and Public Policy, University of York, United
Kingdom, 2005; and Bachelor of Arts in Economics, Egerton
University, Kenya, 1991..
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Mr. Charles Hinga Mwaura - Principal Secretary of the State Department of Housing and
Urban Development

Ms. Gladys Mboya

Mr. Charles Hinga Mwaura is a Chartered Accountant
(CA) and holds a Bachelor of Commerce (Accounting)
degree from Kenyatta University and a Bachelor of
Accounting Science (Honors) from University of South
Africa.
His core competencies include project and structured
finance, deal structuring and business development. He
has successfully led a number of landmark advisory
mandates including the R1.5 billion City Of
Johannesburg Broadband Network Project, PRASA
restructuring and recapitalization plan, Phase LB of Rea

Vaya Rapid Bus Transportation System and Integrated
Rapid Transport Network Project, just to mention a few.
Until the time of his appointment as the Principal
Secretary State Department for Housing and Urban
Development, he was the Group Chairman of an
advisory boutique with presence in South Africa and
Kenya.

Ms. Gladys Mboya is an Advocate of the High Court of
Kenya. She is the managing partner of Mboya
Wangong'u and Waiyaki Advocates where she heads

the real estate, banking and finance practice in the firm.
She advises on the structuring of commercial real estate

property developments including structuring of joint
ventures, capital raising for property developers, limited
liability partnership and the set up of Real Estate

Investment Trusts (REITS). She also advises on mergers

and acquisitions, bonds, banking and finance. She is a
Certified Public Secretary and a member of the

Chartered Institute of Arbitrators. She holds a Masters

degree in Business Administration (MBA) from the

University of Warwick (UK), a Bachelor of Laws
(honours) (LLB) from the University of Wales,

Aberystwyth (UK) and a diploma in law from the Kenya

School of Law.
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Mrs. )ane Mwangi
Mrs. Jane Mwangi is an alternate Director representing
the Principal Secretary, State Department for Housing
and Urban Development. She holds a Masters Degree in
Housing Administration and a Bachelor's Degree in
Land Economics from the University of Nairobi.

She has a wealth of experience in the housing sector
including development of housing policies and related
legislations. She has also undertaken professional
training on Housing Policy Development in South
Korea, various leadership courses at the Kenya School of
Government among others. She has worked in the
Department of Housing in the National Government
since 1.987 and has risen through the ranks to the current
position of the Director of Housing. She is also a

Member of the Institution of Surveyors of Kenya
(Building Surveyors Chapter).

Mr. Jackson Kimuri is a senior management executive
with over thirty five (35) years' experience in Strategic
management, Leadership and Finance. He previously
worked for Barclays Bank of Kenya Ltd as Deputy
Director, Business Banking. Prior to being elevated to
Deputy Director position, Mr. Kimuri held Senior
Management positions in Barclays Bank of Kenya Ltd
ranging from Head of Regional Corporate, Area
Manager, Senior Risk Manager and Senior Corporate
Manager. In the aforesaid positions, he led and managed
large teams in audit engagements, corporate lending,
project finance and branch network operations. He also
has proven record in risk management, syndication
implementation and in providing strategic leadership.

He has had the opportunity to train in Corporate and
Business Banking, Finance restructuring including
syndication at Barclays Bank, Thames Valley regional

9
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Ms. Patricia Nyambura Gathuri

extensive training. Mr. Kimuri has also served as a
Director of the Coffee Board of Kenya and is currently
the Chairman of Sawela Lodges Naivasha, Country
Director of Sentry Security of East Africa and Chairman
and Financial Consultant of Ace Security Options.

Ms. Patricia Nyambura Gathuri is an experienced
professional Banker, with a successful career of thirty
one (31) years in various management positions within
the Banking Industry. She brings on board various skills
and competencies gained over the years, including
banking operations, business strategy, business
development, customer relationship management, asset
and liability management, credit skills and risk
management.

She holds a Bachelor of Arts Degree in Economics and
Sociology (Upper Second Class Honours) from the
University of Nairobi.

Patricia is a certified professional coach from the Coach
Development Institute of Africa (CDI-A), a consultant
trainer and a member of the Chartered Institute of
Securities and Investments (CISI) London. She also
serves on the Board of Geminia Insurance Company Ltd.

as an Independent Non-Executive Director and on the
Board of Trustees for the Trust for Indigenous Culture
and Health (TICAH).
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Ms. facqueline Mbithe Muindi
Ms. Muindi is a highly accomplished Lawyer with
solid back ground in International Trade, Investment,
Public Procurement and Commercial Law, with over L8

years' experience. She has technical expertise in
executive management, Governance and policy
formulation and implementation.

She enjoys working in challenging environments
bringing to bear innovative legal solutions to societal
challenges. In addition, Ms. Muindi has a solid ability
to negotiate and conclude complex transactions and
multifaceted issues.

She is currently, deployed by the Office of the
Attorney General and Department of Justice to head
the Legal Unit, The National Treasury and Planning.
The services provided include, researching and
advising the ministry on legal policy issues; drafting of
complex bills and subsidiary legislation; overseeing
and co-ordinating legal functions, including
management of litigation by and against the ministry
and negotiating, dr#ting and reviewing complex

and contracts
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Ms Caroline

Prof. Arch. Gerald

Ms. Amstrong-Ogwapit has served in senior
management positions in the banking and property
industry in a career that spans 23 years.

In her previous role, she was responsible for the
implementation of high impact strategic projects that
were designed to enable the achievement of Housing
Finance (HF) Group's business strategy.

She serves as an Independent Non-Executive Director of
the Kenya Airways (KQ) Board where she was part of
the recently concluded balance sheet restrucfuring as

well as sitting as KQ's chosen representative on the
Board of JamboJet, KQ's low cost carrier.

Previously Ms. Armstrong-Ogwapit served as Vice-
Chairperson on Kenya's Mining Task Force responsible
for reviewing all licences issued within the industry and
determining their validity as well as providing
recommendations for the country's national mining

Prof. Arch. Gerald Jerry Magutu is a registered Architect
with the Board of Registration Architects and Quantity
Surveyors (BORAQS) and is the Principal of Zed-Arch
(K) Architects, a registered architectural firm in private
practice.

He holds a PhD in Architecture and a Master of
Architecture both from the University of California,
Berkeley and a Bachelor of Architecture (First Class
Honours) from the University of Nairobi.

He has undertaken numerous architecfural practices as ,

well as consultancy roles in and outside the country such
as feasibility study for the proposed conslruction of PTA
bank headquarters in Bujumbura and participated in the
design completion
Headquarters in
consultancies.

of the proposed
Nairobi among

Shelter Afrique 
i

many other 
i
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Prof. Arch. Magutu is a holder of a Rockefeller Careers
Award by the Rockefeller Foundation and a Senior
Research Fellowship Award by the CV Raman
International Research Fellowship among many other
awards. He is an accomplished professional both locally
and internationally.

Dr. Habil Olaka

Dr. Habil Olaka is an experienced Chief Executive
Officer with a demonstrated history of working in the
banking industry. He is skilled in negotiation,
Enterprise Risk Management, Business Planning,
Internal Audit, and Analytical Skills. He is a strong
business development professional with a Doctor of
Business Administration focused in Leadership and
Strategic Management from United States International
University - Africa.

He is the Chief Executive Officer of the Kenya Bankers
Association and is responsible for the strategic direction
of the Association under guidance from the KBA
Governing Council. He was previously the Director of
Operations of the East African Development Bank
(EADB) based in Kampala after serving as the Resident
Manager in Kenya. He also served the bank as the Head
of Risk Management and as the Chief Internal Auditor
prior to his appointment.

Dr. Olaka sits on a number of Boards representing the
KBA such as the Kenya School of Monetary Studies, the
Higher Education Loans Board, the Auctioneers
Licensing Board, the Federation of Kenya Employers
(FKE), to name a few. He is a member of the Institute of
the Certified Public Accountants of Kenya (ICPAK) and
the CFA Institute.

13
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Dr. (Qs) Patrick M. Bucha, MBS - Ag. Managing Director

Dr.(Qs). Patrick Bucha is currently the Ag. Managing
Director, he has been seconded from the State
Department for Housing and Urban Development. He
holds a Masters degree in Building Management and a
Bachelors degree in Building Economics both from the
University of Nairobi and currently pursuing a PhD in
Leadership and Governance. He served as a part time
lecturer in Architectural Department, University of
Nairobi. He is a registered Quantity Surveyor and has
worked with the Government for over 30 years in
various positions including Deputy Director Housing,
Programme Coordinator, Kenya Slum Upgrading
Programme (KENSUP), Project Manager, Civil
Servants Housing Programme and Director of Estates
Management in charge of all goverrunent houses. He
previously served as Managing Director, National
Housing Corporation and chaired a team on housing
bond issue and capital restructuring of the
Corporation. Currently, he serves as the Secretary
Housing in the State Department for Housing and
Urban Development in charge of implementing the
Housing Agenda under the Big 4, formulation of
housing policies as well as coordinating
implementation of National Police and Kenya Prisons
Services Housing Slum Upgrading and Civil Servants
Housing. His Excellency the President honored him
with Moran of the Burning Spear (MBS) on 12th
December, 2011. for his contribution in the housing
sector.
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Mr. William Kimutai B. Keitany - Corporation Secretary

Mr. William Keitany is the Corporation Secretary. He
holds a Bachelor of Laws degree from the University of
Nairobi and a Postgraduate Diploma in law from the
Kenya School of Law. He is an advocate of the High
Court, a Certified Public Secretary, a member of the
Law Society of Kenya and a member of the Institute of
Certified Public Secretaries of Kenya. He has a wide
experience spanning over 20 years in matters of
Administration and Law.
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MANAGEMENT TEAM

Dr. (Qs). Patrick M. Bucha, MBS - Ag. Managing Director

Dr. (Qs) Patrick Bucha is currently the Ag. Managing
Director, he has been seconded from the State
Department for Housing and Urban Development. He
holds a Masters degree in Building Management and a
Bachelors degree in Building Economics both from the
University of Nairobi and currently pursuing a PhD in
Leadership and Governance. He served as a part time
lecfurer in Architecfural Department, University of
Nairobi. He is a registered Quantity Surveyor and has
worked with the Government for over 30 years in
various positions including Deputy Director Housing,
Programme Coordinator, Kenya Slum Upgrading
Programme (KENSUP), Project Manager, Civil
Servants Housing Programme and Director of Estates
Management in charge of all goverrunent houses. He
previously served as Managing Director, National
Housing Corporation and chaired a team on housing
bond issue and capital restructuring of the
Corporation. Currently, he serves as the Secretary
Housing in the State Department for Housing and
Urban Development in charge of implementing the
Housing Agenda under the Big 4, formulation of
housing policies as well as coordinating
implementation of National Police and Kenya Prisons
Services Housing Slum Upgrading and Civil Servants
Housing. His Excellency the President honored him
with Moran of the Burning Spear (MBS) on L2th
December, 2011. for his contribution in the housing
sector.
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Mr. Robert M. Ambuku - Ag. General Manager Manufacturing Division

Mr. |ohn Washington Agutu - General Manager - Estates

Mr. Robert Ambuku is the Acting General Manager
- Technical Services. He holds a Masters in Business
Administration Finance and Bachelor of Arts in
Building Economics from the University of Nairobi.
He is a Registered Quantity Surveyor and a member
of the Chartered Institute of Arbitrators (United
Kingdom and Kenya), Institute of Quantity
Surveyors of Kenya and Architectural Association of
Kenya. Robert has 24 years extensive experience in
the fields of quantity survey, project management
and arbitration.

Mr. John Washington Agutu is the acting General
Manager - Estates Division. He is a registered valuer
and estate agent by the Valuers Registration Board
and Estates Agents Registration Board respectively
and is a full member of the Institution of Surveyors of
Kenya.

Mr. Agutu is an accomplished real estate professional
who holds a Master of Arts in Housing
Administration and Bachelor oI Arts (Land
Economics) (Hons), from the University of Nairobi. i

He has 24 years experience in estate management,
housing development, financing and valuations
accumulated while working for the central
goverrunent, private sector and the National Housing
Corporation.

t7
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Mr. William Kimutai B. Keitany - Corporation Secretary

Ms. Moraa Ongeri - Ag. General Manager Business Development

Mr. William Keitany is the Corporation Secretary. He
holds a Bachelor of Laws degree from the University
of Nairobi and a Postgraduate Diploma in law from
the Kenya School of Law. He is an advocate of the
High Court, a Certified Public Secretary, a member of
the Law Society of Kenya and a member of the
Institute of Certified Public Secretaries of Kenya. He
has a wide experience spanning over 20 years in
matters of Administration and Law.

Ms. Moraa Ongeri is an MBA alumnus of Management
College of Southern Africa (MANCOSA); and holds
Bachelor of Arts (Economics) Degree from Moi
University. She also holds a Diploma in Applied
Statistics from the then Kenya Polytechnic (Technical
University of Kenya). She is a qualified Monitoring
and Evaluation professional having trained at
University of Nairobi's Population Services Research
Institute (PSRI). She is a qualified Internal Quality
Auditor for ISO 9001:2015 Quality Management
System.

Moraa has over 15 years experience in both Private
and Public sector. She has worked at Moi Teaching
and Referral Hospital in various capacities including
Heading the Planning, Monitoring and Evaluation
department. At United States International University
Africa, she held the position of Monitoring and

for a
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two programs; one training program focusing on
women in business funded by Goldman Sachs
Foundation and another focusing on agribusiness
entrepreneurs funded by Bill and Melinda Gates
Foundation.

She is currently co-ordinating the activities in Business
Development, Planning Section as the Ag. Corporate
Planning Manager.

Mr. )oel Gatune - General Manager Finance

Joel is a Certified Public Accountant and Certified
Public Secretary. He is a member of the Institute of
Certified Public Accountants of Kenya and the Institute
of Certified Public Secretaries of Kenya. He holds a

Bachelor of Arts in Economics (First Class Honours)
from Kenyatta University and a Master of Business
Administration from the University of Nairobi.

He has over 25 years experience in Auditing, Strategy,
Financial planning and Management. Prior to joining
NHC,, Joel worked for Deloitte as a Senior Auditor,
ICEALION Group as the Head of Finance, CIC Group
as the Group General Manager, Finance and
Investments and Kenya Orient Insurance as the
General Manager, Finance and Strategy.

t9
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Eng. Thomas Ofwa-Ag. General Manager Technical Services

Mr. Thomas Ofiva is the acting General Manager - Technical
Services Division. He has over 25 years experience in design,
construction supervision and contract management for
civil/structural engineering projects. Thomas joined NHC in
2004 and has risen through the ranks to the position of
Principal Engineer. Currently, he heads and coordinates the
functions of EPS Factory/Manufacturing Division. He holds
Bsc. In Civil Engineering from University of Nairobi and
MBA from Kenyatta University. He is a registered
consulting engineer with the Engineers Board of Kenya; a

corporate member of the Institution of Engineers of Kenya; a
member of the American Society of Civil Engineers; and a
member of the Chartered Institute of Arbitrators (UK and
Kenya Branch).
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CHAIRMAN'S STATEMENT
On behalf of the Board of Directors, I am pleased
to present National Housing Corporation's
annual report and financial statements for the
year ended 30th June, 2021,.

Real Estate sector overview

The Kenyan Constitution spells out adequate
housing and reasonable sanitation as a

fundamental need. Thus, affordable housing is
arguably a major pillar of the Government's Big
Four Agenda. National Housing Corporation has
been in the forefront in developing an inclusive
framework to facilitate the development and
delivery of affordable housing units to Kenyans.
NHC aims at improving the living conditions of
our citizens by providing decent and affordable
housing.

To achieve this objective, the Government is
implementing policy and administrative reforms
in line with AHP, restructuring housing delivery
frameworks, availing land for the AHP
prograrune, incorporating rapid building

technologies and review of affordable mortgage services among others. The focus is to lower the
cost of housing.

Key policies and legislation to further the AHP programme by the National Government have
been introduced. These include but not limited to:

1. The formation of the Kenya Mortgage Refinancing Company (KMRC), whose main
function is to support the affordable housing agenda by providing secure, long-term
funding to the mortgage lenders, thereby increasing the availability and affordability of
mortgage loans to Kenyans.

2. Introduction of incentives by the National Government such as exemption from stamp

duty tax for first time home buyers.

3. Establishment of the National Housing Development Fund (NHDF).

The Government is keen on delivering the housing units across the country by 2022. This will
not only provide decent homes to Kenyans but will also create additional jobs, provide market

21
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for manufacturers and suppliers and raise the contributions to the economy of real estate and
construction sector

Challenges facing the real estate sector

The last FY2020/2021 was hard hit by the COVID-19 pandemic which has had immense
negative effect in the real estate sector and the Corporation as well. Completion of projects was
greatly affected by materials delays in the local as well as the global supply chain. Further, the
sector suffered labour shortages due to health and safety concerns as well as travel restrictions.

Due to the frequent to the land reforms being undertaken at the lands office, during the period
under review there was reduction of conveyance transactions at the Ministry of Lands and
Physical Planning.

The sector is expected to experience a slow recovery post-COVID-1g as uptake will be subdued
due to depressed income levels and changed priorities by prospective investors. Financial
uncertainty is expected to dampen uptake of houses in the real estate sector in2021.. Given that
real estate buying is often characterized by speculation, most investors are already counting
losses as the COVID-19 pandemic impedes access to credit, lower inflows of revenue and
payment defaulters.

NHC Strategic Focus

It is incumbent upon National Housing Corporation as the principal entity for implementation
of Government's housing policies and programmes to play a fundamental role in the delivery of
the affordable housing programme.

The Corporation through its business strategy strives to:-
o Play a key role in the delivery of the Government affordable housing programmes
o Re-engineer internal business processes and systems in line with best practice
o Focus on stakeholders to create and maintain synergistic relationships with k"y

stakeholders in the housing industry
o Enhance and implement NHC's business continuity in COVID-19 times andf or during any

other pandemic and risk
o Enhance the institutional capacity and entrench Corporate Governance in service delivery.
o Embrace and mainskeam environmental sustainability in all business operations

Overview of Financial Results
The National Housing Corporation recorded a pre-tax profit of Kshs. l00million representing
60% decrease from the previous financial year. The Corporation's total turnover for the year
was Kshs.O.9 billion, compared to the last financial year turnover of Kshs 1.008 billion.

22
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Dividends

The board proposes a dividend of Kshs. 2,588,31.4.00 based onl% of profits after tax.

Conclusion

The Board commits to maximizing the shareholder's value and relentlessly supports the
Corporation's endeavor towards housing the nation and the affordable housing programme.

Eng. Stephen Muriuki Ngare
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Dear Shareholders,

On behalf of the Management of the National Housing
Corporation, it is my pleasure to present to you the

Corporation's annual performance for the financial year

2020/2021,. This report provides an opportunity to
reflect on factors and challenges that influenced NHC's
performance during the year under review, as well as

refocus on the strategic initiatives put in place to steer

business growth.

Housing continues to be an integral part of the

Corporation, a role we have played since inception
through the various products and services offered.

As a Corporation, we are dedicated towards the
actualization of the Affordable Housing Programme
(AHP) and the specific housing plans under the Social
Pillar in the Third Medium Term Plan (MTPIII) of

Kenya's Vision 2030.

NHC takes great pride in spearheading the delivery of affordable housing to Kenyans under
President Uhuru Kenyatta's Big Four Agenda.

Operational Overview

In upholding the provisions of the Constitution of Kenya 2010 as provided for in Article 43(1)(b)

- Every person has the right to accessible and adequate housing, and to reasonable standards of
sanitation; the National Housing Corporation has been at the forefront in delivering decent and

affordable housing to Kenyans.

As an institution, we are committed towards housing the nation under the affordable housing
agenda. To this end, the Corporation is accelerating the delivery process of housing units
through various development projects across the country.

I

24



2O2O /2O2t

ANNUAL REPORT

Current ongoing NHC housing projects include:
o NHC Nyeri Mixed Use Development
. Voi Infill TP

. Changamwe Rental Infill Phase II

Despite the numerous constraints in the building industry, demand for good quality affordable

housing remains robust. To cater for the ballooning demand, NHC is in the process of
developing more housing units across the country. Some of the proposed projects in the

pipeline include:
. Kajiado Housing Phase I

. Changamwe Phase III

. Kibera Karanja Road Housing
o Turkana Phase I

o Stoni Athi Phase III
o Narok Housing Phase I
o Malindi Housing Phase II
. Kakamega Amalemba
. Kericho Housing Phase I

. Bububu Housing Phase II
o Eldoret Housing Phase I
o Kisumu Kanyakwar Phase III
o Stoni Athi Sector II A
o Meru Mixed Use Development
. Nakuru Bondeni Mixed Use Development

The Corporation is keen to further the AHP agenda across the country through joint housing

venfures with various counties. These counties include Kiambu, Muranga, Kirinyaga,
Homabay, Marsabit, Samburu and Laikipia.

In pursuit of our mandate, the Corporation strives to bridge the housing deficit through the

provision of outright sale and tenant purchase modes of sale as well as through rentals and the

provision of rural and peri-urban housing loans. The provision of housing loans and extended

payment methods aim at encouraging and accelerating home ownership amongst Kenyans of
all economic classes.
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The Role of NHC in the Affordable Housing Programme (AHP)

NHC is privileged to spearhead the Affordable Housing Programme (AHP) which seeks to
deliver 500,000 housing units to Kenyans.

As a Corporation, we seek to promote delivery of AHP through direct construction of housing
units, adopting innovative projects and through facility management methods that reduce

construction time and guarantee quality of the units.

Further, NHC is engaging strategic partners such as the National Government and other state

agencies to unlock land for affordable housing and redevelopment of existing old housing stock

to high-rise residential developments.

The use of Expanded Polystyrene -EI5 technology in construction has been a major game

changer in the built industry. As NHC, we are leveraging on this innovative technology by
producing factory engineered EPS panels in our factory. The panels significantly reduce the

total construction time and cost, thus affordably enabling development of many units in a short
span of time.

NHC will also serve as a demand aggregator. The Corporation looks to fill this void by
promoting off take of affordable units at pre- agreed terms with developers thereby stimulating
housing supply.

Financial Overview

2020/2021 was an extraordinary financial year by any measure. It was a yeil of a global
pandemic, a global recession, unprecedented government actions, inflationary pressures and

the slowdown in private sector credit growth. Throughout the period National Housing
Corporation demonstrated resilience despite the difficult times to report positive results in the
Fy 2020/2021. However, revenues were below our expectations following the relatively hostile
economic environment that the business was operating in.

Revenues in the year 2020/2021. were Kshs.l.O Billion compared to Kshs.1.O08Billion in the year

ended 30th June, 2020. The Corporation's reported a reduction of 60% in its profits. The profits
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for the year were Kshs.100 million from a profit of Kshs. 257 rrrillion reported in the same period
last year.

NHC has renewed its emphasis on prudent utilization of resources and we are pleased to see

our cash reserves for the year improve from Kshs. 118 million in the previous year to Kshs. 600

million this year. This therefore meant that as a Corporation we were able to meet our
expectation of declaring dividend of Kshs. 896,012.00 representingl% of our pretax profit.

Way Forward

As the Corporation carries out its mandate, it faces numerous challenges. Key among them is
budgetary constraints to undertake the proposed housing projects spread across the country.
Whereas NHC's mandate is broad, the provision of loans, grants, alternative technology,
partnerships and applied research has been partially realized.

As an instifution, we seek to leverage on the following aspects to increase the momenfum of the

delivery of affordable housing to Kenyans during the2021./2022FY:
o Alternative building technologies (EPS technology) to save on construction costs and

time.
o Partnerships with relevant stakeholders, institutions and agencies.

. Digital technology to improve management, service delivery and customer satisfaction

Conclusion

I would like to take this opportunity to thank the Government of Kenya and the NHC Board of
Directors for the immense support they have accorded the Management team as we continue to
house the nation. I am looking forward to a collective effort to grow the Corporation to greater

heights and deliver value to our stakeholders.

Dr.(Qs) PATRICK M. BUCHA, MBS
Ag. MANAGING DIRECTOR
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MANAGEMENT DISCUSSION AND ANALYSIS

Operational and Financial Performance

The National Housing Corporation (NHC) recorded positive results in the year ended 30tt'

June,2021..

Financial Performance

The Corporation reported a pre-tax profit of Kshs. 100 million in the year under review.
However, the performance was below the forecast due to:

1,. The global pandemic Covid 19 caused unexpected challenges that delayed
corrunencement of some of our projects.

2. Slow market uptake of the Ef'S panels
3. Projects earmarked for borrowing didn't conunence due to failure to obtain

necessary approvals in time
4. Projects budgeted for government funding did not colrunence as the

Corporation did not receive funding from the GoK.

Pre-Tax Profit
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The Corporation continued to enjoy an extremely strong financial position with total assets
of Kshs. 21.1 billion at the end of the year ended June202'1...
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Figure 2 Analysis of Total Assets

Revenue

Interest Income is the highest source of revenue, accounting for 50% of total turnover. Rent
income accounts for 24% of total revenue, Ef?S sales at t4o/o and gain on sale of houses,
professional fees and other income at 4%, 4% and 4% respectively as indicated on the pie
chart on revenue streams.
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Revenue Streams

EP5 Sales

l4o/"

Other lncome
4%

Gain on Sale
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lnterest
5Oo/o

Rent

24%

Figure 3 Analysis of Dffirent Sources of Rerrenue

Opportunities

National Housing Corporation continued to enjoy some opportunities throughout the year
as follows:

1,. Devolution: This continued to be a great opportunity with various Counties
approaching the Corporation for assistance with construction of dwellings using
EfiS Panels. The Corporation continues to collaborate with these Counties to ensure
the realization of these projects.

2. Affordable Housing: The Corporation has been mandated to deliver the Affordable
Housing Programme (AHP) and will manage the delivery of 500,000 housing units
throughout the project life cycle as part of the GoK's Big - Four Agenda. This
augurs well with the Corporation's Mission and is set to deepen our corrunitment to
housing the nation.
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Challenges

The Corporation, as other businesses, did experience some challenges, key among them:

1. Covid-19: The pandemic has greatly affected all sectors of the economy
including the housing sector which has led to many job cuts, collapsing of
businesses, making potential home owners unable to acquire a unit for shelter.

2. Inflation: InJ1ation has affected the cost of construction which in turn affects the
cost of the end product.

3. Harsh economic times: Have eroded the purchasing power of potential home
buyers. This has adversely affected our project revenues.

4. Building Technology: Slow market uptake of the Corporation's Expanded
Polystyrene Styrof oam (EI'S).

NHC remains committed to fulfilling its mandate of Housing the Nation and growing its
business.

Compliance with Statutory Requirements

National Housing Corporation adheres to the tenets of the Constitution of Kenya and the
provisions of relevant statutes, including but not limited to the Housing Act 2015, Public
Procurement & Asset Disposal Act 2015, Public Finance Management Act 2015, Employment
Act2007 and Occupational Safety & Health Act2007.

In Angust 2019, NHC was certified in ISO 9001:2015-Quality Management System standard.
This is recognition and an indication of continual quality improvement in the organization's
operations.

Operational Developments

In the year ended June 2021., the Corporation continued to execute its mandate, of Housing
the Nation.

The Corporation intends to commence more projects within the FY 2021,/2022. This will be
made possible through internally generated funds, borrowings, government grants as well
as partnerships. The planned partnerships with County Governments will alleviate the
prevalent housing shortage in the Country. Collaboration with other institutions through
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joint ventures will enhance our capacity to deliver houses. NHC will continue to grow sales

and consumption of the EPS panels and Rural Housing Loans.

The flagship projects will be on the Stoni Athi land where the Corporation plans to enhance

the community by building at least one thousand houses for various segments of the public.

Risk Analysis

We have identified the following risks that may affect the Corporation's operating
environment, business growth strategies and operations.

1. Proiect Implementation: NHC's projects bear considerable construction risks
arising from delayed completion and commissioning. To mitigate against this
the Corporation will continue to effectively manage its projects in order to
minimize factors that may result in project overruns and delays.

2. Covid-19: The pandemic makes the future uncertain. Continuation of the
pandemic will adversely dip the economy leading to massive job losses, closure
of businesses where majority of people and employee's purchasing power will
decline thus unable to own decent housing.

3. Inflation: There is the risk that overall rise in prices of goods and services will
undermine the value of money, and probably adversely affect the uptake of
houses. The increase in prices could also affect the cost of units which could
make them expensive.

4. Access to Capital Funds: National Housing Corporation requires substantial
capital in order to finance it projects. The Corporation therefore continues to
explore ways of securing additional sources of funding through Public Private
Partnerships (PPP) arrangements to supplement its internally generated funds.

5. Credit Risk: National Housing Corporation has continued to grow its lending
base to Kenyans through its tenant purchase and rural housing products. There
is therefore the risk that the current debtors may fail to meet their obligations in
accordance with the agreed terms. The Corporation continues to mitigate this
risk by carrying out comprehensive credit appraisal on all applicants.
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6. Liquidity Risk: The Corporation continues to actively monitor and control its
liquidity levels to ensure that it reduces any risk exposures on meeting its
liabilities when they arise.

7. Stock out of Raw Materials: The major raw material used in the Ef€ factory is
supplied from oversees by agents appointed by the Corporation. The
Corporation has put in place mechanisms which reduces the risk of stock out by
placing orders early enough to give the suppliers adequate time to source and
deliver the required raw materials in good time.

Material Arrears in Statutory/Financial Obligations

National Housing Corporation has continued to ensure that all statutory payments are made
on time and hence does not have any pending statutory obligations. In addition the
Corporation has not defaulted on any obligations that may have arisen.

Corporation's Financial Probity and Serious Governance Issues

National Housing Corporation has committed itself to good corporate governance. NHC's
Board of Directors continues to ensure accountability, fairness and transparency in the
Corporation's relationship with its stakeholders. There were no governance issues or
financial probity reported in the period.

Dr.(Qs) Patric Bucha, MBS

Ag.MANAGING DIRECTOR
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CORPORATE GOVERNANCE STATEMENT

Separation of Duties

The independence of the Board from the Corporation's corporate management is ensured by
the separation of the functions of the Chairman and Managing Director and a clear definition
of their responsibilities. This helps the Corporation achieve an appropriate balance of power,
increased accountability and improved decision making.

Responsibilities of Directors

Ultimately, the Board determines the Corporation's strategic objectives, values, key policies
and procedures in accordance with best practice. It is responsible for establishing and
maintaining the overall internal controls of financial, operations and compliance functions as

well as monitoring performance of the executive management.

The Board has delegated the authority for day to day management of the Corporation to the
Managing Director. However, it retains overall responsibility for the Corporation's financial
performance, compliance with laws and regulations, and monitoring of its operations as well
as ensuring competent management of the Corporation's business.

The Board sets the strategic intent of the Corporation, its objectives and values. It ensures
that procedures and policies are in place to protect the Company's assets and reputation. The
Board reviews the strategic direction and adopts business plans proposed by Management

Board Composition

The Board of directors comprise the non-executive chairman who is an independent director,
six other independent directors, and two other directors from the public sector, representing
Ministry of Finance & Treasury and State Department for Housing & Urban Development
(Ministry of Transport, Infrastructure & Urban Development).

The directors have a wide range of skills and experience and each contributes independent
judgment and knowledge to Board discussions.

Board Meetings - Information for Directors

The directors are given appropriate and timely information on key activities of the business
regularly and on request in order to carry out their roles. Specifically the Directors are
provided with all available information in respect of items to be discussed at a meeting of the
Board or corunittee prior to the meeting. The Board members have open access to
management through the Chairman and Managing Director. Regular presentations are made
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by management to the Board. Board Committees and directors may seek briefing from
management on specific matters as well as seek independent professional advice.

Oversight Role of the Board

The Board provides strategic direction with a focus on consistent business performance in an
atmosphere of transparency and accountability whilst also reviewing and monitoring proper
corporate governance.

The Board retains full and effective control over the Corporation and monitors Management's
implementation of the plans and strategies it sets. It ensures ethical behavior and compliance
with relevant laws and regulations, audit and accounting principles, corporate policies and
procedures and the code of ethics. It strives to act above and beyond the minimum
requirements and benchmark performance against best practices.

ln accordance with the principles of good corporate governance, each Director undertakes to
always act in the best interest of the Corporation and exercise his/her power in the execution
of duties in good faith and acts with care and prudence.

Each director is fully aware that the Board is responsible for determining the Corporation's
vision, mission and values, deciding its strategic objectives, ensuring establishment of the
organizational strucfure and procedures to achieve the objectives, ensuring effective control
over the Corporation and accounting to its shareholder.

Conflict of Interest

The directors of the Corporation are under a fiduciary duty to act honestly and in the best
interests of the Corporation. Any business transacted with National Housing Corporation
must be at an arm's length and fully disclosed to the Board which must consider and approve
it. A director must refrain from discussing or voting on matters with a potential for conllict of
interest.

Committees of the Board

The Board has four committees; Audit Risk and Compliance Committee, Finance, Strategy
and Business Development Committee, Technical Committee & Human Resources and
Administration Committee, which have specific and detailed terms of reference as

summarized below:
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1. Audit, Risk and Compliance Committee

Audit Risk and Compliance Committee meets at least four times a year, with authority to
convene additional meetings, as circumstances require. Its primary responsibilities are to
assist the Board in ensuring integrity of the Corporation's Financial Statements, review the
Corporation's internal control systems, monitor and review the effectiveness of the internal
audit function, and ensuring the Corporation's compliance with legal and regulatory
requirements. The Audit Committee has authority to conduct or authorize investigations into
any matter within its scope of responsibility.

The Audit Risk and Compliance Committee provides oversight with regard to risk
management by evaluating the extent to which management has established effective risk
management strategies, reviewing the Corporation's portfolio of risks being aware of the
most significant risks and confirming whether management is responding appropriately.

The Audit Committee regularly reports to the Board about committee activities and issues

that arise with respect to the quality or integrity of the Corporation's financial statements,
compliance with legal requirements, performance and independence of the Corporation's
independent auditors, and the performance of the internal audit function. The Corporation's
Internal Audit Manager acts as the secretary of the committee and senior management attend
the committee meetings on invitation.

The members of the Audit, Risk and Compliance Committee were:

Name Position

Mr. Jackson Kimun Chairman

Ms. Patricia Gathuri Member

Ms. Jacqueline Muindi Member

The following is an analysis of attendance of the committee meetings in the year

Name 26/08/20 2efi0120 07/0u27 0610u21
Mr. Iackson Kimuri
Ms. Patricia Gathuri
Ms. Iacqueline Muindi
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2. Finance, Strategy and Business Development Committee

Finance, Strategy and Business Development Committee meets at least four times a year,
with authority to convene additional meetings, as circumstances require. Its primary purpose
is to determine the Corporation's investment strategy and policy and to consider the
proposed strategic investments and make recommendation to the Board. It also maintains an
interactive strategic planning, implementation and monitoring process with management.

The committee further addresses all the procurement matters at corporate level

The members of the Finance, Strategy and Business Development Committee were:

Name Position

Dr. Habil Olaka Chairman

Mrs. Jane Mwangi Member

Mrs. Jacqueline Muindi Member

Managing Director Member

The following is an analysis of attendance of the committee meetings in the year

Name 27/08/20 't3110/20 8/0421 08/04/27

Dr. Habil Olaka

Mrs. Jane Mwangi

Mrs. Jacqueline Muindi

Managing Director

3. Human Resource and Administration Committee

The Committee meets at least four times a year with authority to convene additional
meetings, as circumstances require. Its primary role is to support the Company's strategic
plan of ensuring that there is an empowered, motivated and productive workforce. Further, it
will recommend the remuneration for non-executive directors, appraise the performance of
senior management and determine their remuneration as well as establish the overall staff
remuneration budget. The committee will also ensure implementation and compliance with
the human resource policies and procedures and recommend to the Board relevant reviews.

The committee further addresses all the ICT, public relations,ancl legal matters at the
corporate level.
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The members of the Human Resource and Administration Committee were

Name Position

Ms. Caroline Armstrong Chairperson

Mr. Jackson Kimuri Member

Ms. Patricia Gathuri Member

Managing Director Member

The following is an analysis of attendance of the committee meetings in the year

Name 2s/08/20 os[Lyzo oefla20 06/0V27 oryMln oe/Mln

Ms.Caroline Armstrong ./

Mr. Jackson Kimuri ./

Ms. Patricia Gathuri ./

Managing Director

4. Technical Committee

The Committee meets at least four times a year with authority to convene additional
meetings, as circumstances require. The Committee is responsible for reviewing proposed
projects and its implementation procedures to ensure adequacy and efficiency. It further
reviews cost appraisals during construction and project quarterly reports. The committee
ensures that an environment to promote research and development in building technologies
is created, it further assesses the impact of technology on projects.

The members of the Technical Committee were

Name Position

Arch. Jerry Magutu Chairman

Mrs. Jane Mwangi Member

Ms. Gladys Mboya Member

Managing Director Member
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The following is an analysis of attendance of the committee meetings in the year

Attendance of the Board Meetings

The following is an analysis of attendance of the full board meetings in the year

The following is an analysis of attendance of the special full board meetings in the year

Name 06AtP0 06/0sn1

Mr. Stephen Ngare

Mr. Hinga Mwaura

Name 3uo$no 27A0r2o 0ry0v27 w04ln
Arch. Jerry Magutu {

Mrs. ]ane Mwangi { { ./ {

Ms. Gladys Mboya { { ./ ./

Managing Director { ./

Name 30107n0 3O/0e120 03/L2l2o 73/m/n r3/M/27

208th

Meeting
209th

Meeting
2Loth

Meeting
277th

Meetins
212th

Meeting
Mr. Stephen Ngare { { ./

Mr. Hinga Mwaura { ./ ./

Ms. Jacqueline Muindi ./ ./ { {

Ms. Gladys Mboya { ./ { ./

Mr. Jackson Kimuri { { ./

Dr. Habil Olaka { { {
Arch. Jerry Magutu ./ {
Ms. Caroline Armstrong ./

Ms. Patricia Gathuri { { { ./
^/

Mrs. Jane Mwangi ^/

Managing Director { { { -V {
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Ms. Gladys Mboya ./ ./

Mr. ]ackson Kimuri ./ ./

Dr. Habil Olaka { {

Arch.lerry Magutu { ./

Ms. Caroline Armstrong ./ {

Ms. Patricia Gathuri { ./

Mrs. ]ane Mwangi {

Mrs. |acqueline Muindi { {

Managing Director { {
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Introduction

National Housing Corporation acknowledges the unique economic, social, civic and
environmental responsibilities that come along with its position as a leader in the built industry.

As a Government entity that combines all the expertise necessary to generate value from
property assets, we are obliged to share ideas and experiences in sustainability-related issues
with all sectors of the Kenyan economy.

In each of our business lines, we develop solutions to respond to evolving client needs. In doing
so, our Corporate Social Responsibility (CSR) commitments help integrate sustainable
development and social responsibility into our activities. NHC aims to satisfy its clients and
partners needs by delivering innovative products and services that create shared value so as to
contribute collectively to the development of a sustainable society.

During the FY 2020/2021, the Corporation did not undertake any CSR project due to Covid-19
pandemic restrictions and challenges.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
Section 81 of the Public Finance Management Act, 2012, the State Corporation Act, Cap 446

section 14 and Cap 117 of the Laws of Kenya require the Directors to prepare financial
statements each year, which give a true and fair view of the state of affairs of the Corporation at
the end of the financial year and the operating results of the Corporation for that year. The

Directors are also required to ensure that the Corporation keeps proper accounting records
which disclose with reasonable accuracy the financial position of the Corporation. The Directors
are also responsible for safeguarding the assets of the corporation.

The Directors are responsible for the preparation and presentation of the corporation's financial
statements, which give a true and fair view of the state of affairs of the Corporation for and as at
the end of the financial year ended on 30th June, 2021. 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 entity; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and f.air
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 corporation; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Directors accept responsibility for the Corporation's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgments and estimates, in conformity with International Financial Reporting Standards
(IFRS), and in the manner required by the PFM Act, 2012 and the State Corporations Act, Cap
446.The Directors are of the opinion that the Corporation's financial statements give a true and
fair view of the state of the Corporation's transactions during the financial year ended 30th June,
2021., and of the Corporation's financial position as at that date. The Directors further confirm
the completeness of the accounting records maintained by the Corporation, which have been
relied upon in the preparation of the Corporation's financial statements as well as the adequacy
of the systems of internal financial control.

Approval of the financial statements
The Corporation's financial statements were approved by the Board on . and signed on
its by

Ag.Managing Director
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OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountability

REPORT OF THE AUDITOR.GENERAL ON NATIONAL HOUSING CORPORATION
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, 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 National Housing Corporation
set out on pages 43 to 88, which comprise of the statement of financial position as at

Report of the Auditor-General on National Housing Corporationfor the year ended 30 June, 202 I



30 June, 2021 and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. !

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

ln 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 National Housing Corporation as at 30 June, 2021,
and of its financial performance and its cash flows for the year then ended, in accordance
with International Financial Reporting Standards and comply with Housing Act, 2012 and
the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Loan Amounts Receivable

1.1 Variances in Rural Housing Loans

lncluded in the loan amounts receivable balance of Kshs.2,971,182,756 is rural housing
loans balance of Kshs.798,291,479 for which the supporting schedule provided for audit
reflected a balance ofKshs.752,802,984 resulting to an un-explained variance of
Kshs.45,488,495. Further, loans amounting to Kshs.668,961,089 remained outstanding
for more than one year. Although a provision for bad debts of Kshs.280,713,615 has been
made, its adequacy is doubtful. In addition, loans totalling to Kshs.417,997,669 equivalent
to 52o/o of the reported rural loans were unsecured.

ln the circumstances, the accuracy, completeness and recoverability of loan amounts
receivable balance of Kshs.2,971,182,756 as at 30 June, 2021 could not be confirmed.

1.2 Outstanding Loans from Local Authorities

lncluded in the loan amounts receivable balance of Kshs.2,971,182,756 is
Kshs.1,771,775,091 in respect of outstanding loans from the defunct Local Authorities
which were taken over by the respective County Governments, and which reflects an
increase of Kshs.137,766,187 from the previous year balance of Kshs.1,634,008,904.
Although the Management has engaged the respective Counties on debt recovery, the
progress is slow.

!n the circumstances, full recoverability of the debts is doubtful.

1.3 Variance in Staff Loans

lncluded in the loan amounts receivable balance of Kshs.2,971,182,756 is staff loans
amounting to Kshs.28,087,352 whose supporting schedule reflected a balance of
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Kshs.28,087,352 resulting in an unexplained variance of Kshs.5,281,561. Further, staff
loans totalling to Kshs.26,714,558 have been outstanding for a period of over one year.

ln the circumstances, the accuracy and full recoverability of staff loans balance of
Kshs.28,087,352 could not be confirmed.

1.4 Variance in Tenant Purchase Loans

lncluded in the loan amounts receivable balance of Kshs.2,971,182,756 is tenant
purchase balance of Kshs.500,081,378 which was an increase of Kshs.24,173,948 from
the balance of Kshs.475,907,430 as at 30 June, 2020. However, the ledgers provided in
support of the balance showed a balance of Kshs.480,570,813 resulting in an
unexplained variance of Kshs.19,510,565. Further, despite the Corporation's loan policy
requiring invoices to be paid within twenty-one (21) days after they become due, tenant
purchase loans amounting to Kshs.500,081,378 remained outstanding as at
30 June, 2021.

!n the circumstances, the accuracy and full recoverability of tenant purchase loans
balance of Kshs.500,081,378 could not be confirmed.

1.5 Un-Settled Outright Sale Debtors

lncluded in the loan amounts receivable balance of Kshs.2,971,182,756 as at
30 June,2021 is outright sale debtors'balance of Kshs.153,661,071. However, the
outstanding balance of Kshs.153,661,071 was not settled within ninety (90) days from
date of signing the sale agreements as provided in the signed contracts.

ln the circumstances, full recoverability of outright sale debtors' balance of
Kshs.153,661 ,071 as at 30 June, 2021 could not be confirmed.

2. Variance in Long-Term Loan Advanced

The statement of financial position and as disclosed in Note 15 to the financial statements
reflects long-term loans advanced of Kshs.2,561,491,373. However, the supporting
schedules provided for audit reflected a balance of Kshs.2,476,828,231 resulting in an
unexplained variance of Kshs.84,663,142.

ln the circumstances, the accuracy and completeness of the long-term loans advanced
balance of Kshs.2,561,491,373 as at 30 June, 2021 could not be confirmed.

3. Outstanding Trade and Other Receivables

lncluded in the trade and other receivables balance of Kshs.511,779,936 and as
disclosed in Note 20(a) to the financial statements is rent arrears of Kshs.204,678,788
which is net of provision for bad debts of Kshs.99,244,512 and which has been
outstanding for over one (1) year. ln addition, trade and other receivables includes a
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balance of Kshs.307,101,148 in respect of debtors out of which an amount of
Kshs.290,982,157 has been outstanding for over one (1) year.

ln the circumstances, full recoverability of trade and other receivables balance of
Kshs.S1 1,779,936 as at 30 June, 2021, could not be confirmed.

4. Parcels of Land without Title Deeds

The statement of financial position and as disclosed in Note 12 to the financial statements,
reflects land balance of Kshs.2,296,227,001as at 30 June, 2021. As previously reported,
the balance excludes forty-three (43) parcels of land measuring approximately ninety-two
(92) hectares of undetermined value but without title deeds. Some of these properties
have developments on them. lncluded in the land without titles are two (2) parcels of land
in Kakamega-Amalemba Kakamega County which have ownership disputes. Further, title
deeds for five (5) parcels of land measuring approximately five (5) hectares located in
Nairobi and Nakuru were not provided for audit.

ln addition, the land valuation schedule provided excludes three (3) pieces of land with a
total value of Kshs.360,358,358 as indicated below: -

Tao No. Description
Value at Cost

(Kshs.)
00000001 Mariakani 350,000,000
00000004 Webuye 4,787,260
00000007 Undeveloped Land - Pumwani 5,571,098

360.358.358

ln the circumstances, the accuracy, ownership and completeness of the land balance of
Kshs.2,296,227,001 as at 30 June, 2021 could not be confirmed.

5. Unsupported Unquoted lnvestment

The statement of financial position and as disclosed in Note 16 to the financial statements
reflects unquoted investment balance of Kshs.104,657,797, The balance includes
investment in Research and Development Limited at a cost of Kshs.99,457,797.
However, and as previously reported, the investment in the company, a wholly owned
subsidiary, was not supported by a certificate of registration and share certificates.

ln the circumstances, the accuracy and validity of unquoted investment value of
Kshs.104,657,797 as at 30 June, 2021 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
Institutions (lSSA!s). I am independent of the National Housing Corporation Management
in accordance with ISSAI 130 on Code of Ethics. lhave fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
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that the audit evidence I 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. Unresolved Prior Year Matters

!n the audit report of the previous year, several issues were raised under Report on the
Financial Statements and Report on LaMulness and Effectiveness in Use of Public
Resources. However, the Management had not included a status report on resolving of
auditor's recommendations as required by the Public Sector Accounting Standards Board
template.

2. Budgetary Control and Performance

During the financial year under review, the Corporation allocated a total budget of
Kshs.1,843,000,000 to all ongoing projects as indicated in the Corporation's approved
budget dated 20 August,2020. However, only Kshs.262,230,817 was utilized translating
to 14o/o of the approved budget. This is an indication that most of the planned programs
were not implemented during the year, a situation that could negatively impact on
realization of the intended benefits to the citizens.

3. Financial Performance of Expanded Polystyrene Panels (EPS) Factory

As previously reported, Note 5 to the financial statements discloses trading loss of
Kshs.42,987,606 (2020-Kshs.37,459,969) from the operations of the EPS Factory. This
is indicative of the continued deterioration in the financial performances of the subsidiary.
Although Management has highlighted strategies that have been put in place to avert the
losses, the strategies have so far not yielded desired results.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Report ofthe Auditor-General on National Housing Corporationfor the year ended 30 June, 202 I
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Basis for Conclusion

1. Boundary Wall and Civil Works at Stoni Athi

As reported previously, the contract agreement for the boundary wall and civil works at
Stoni Athi-NHc/Tech/Bwsa100212016-2017 was signed with the understanding of the
performance security being provided within fourteen (14) days of contract award and
before taking site possession or commencement of the works. However, the contractor
was issued with a certificate of possession of site on 18 November, 2016 before
complying with bond terms in the signed contract. lt was also observed that the
Corporation deducted an amount of Kshs.5,850,222 from the first interim certificate no. 1

dated 24 February,2017 raised by the contractor as a cash bond in lieu of the bond
contrary to the terms of the contract and no satisfactory explanation was provided.

The Management was therefore in contravention of Section 142(1) of Public Procurement
and Asset Disposal Act, 2015.

2. Stalled Projects

A review of contract records for projects implemented by the Corporation revealed that
projects with expenditure totalling to Kshs.419,738,767 were dormant or stalled and no
works were ongoing despite the initial costs having been incurred. These are as detailed
below:

Proiect

Amount
Previously

lncurred
(Kshs.)

Progress
in

202012021
Remarks

Kibera Zone K 10,240,892 0o/o Project site could not be identified for
verification.

Kisumu
Kanyakwar ll

276,323,507 0o/o Project commenced in 1 December, 2014 and
was expected to end by 28 February 2017. An
advance payment of Kshs.108,257,857 was
paid to the contractor.
Field verification conducted in February,2Q22
noted that the project site was abandoned
sometimes back at the foundation level with
rusted column steel exposed, overgrown
vegetation, abandoned trucks and other
construction equipment. Dispute between the
Contractor and the Corporation has resulted to
claims amounting to Kshs.1 ,310,097,863 as at
January, 2022.
It is not clear the circumstances under which
the contract was terminated.

Kibera lll 133,174,368 Oo/o Project site could not be identified for
verification
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ln view of the foregoing, value for money on the stalled projects have not been realized
as expected.

3. Stock of Unsold Houses

The statement of financial position under note 19 to the financial statements reflects a
balance of Kshs.2,388,606,497 on inventories. lncluded in this balance is
Kshs.2,332,645,215 relating to stock of unsold houses. The Corporation implemented
seven (7) projects under outright sale and tenant purchase schemes. Although some of
the projects were completed as far back in 2013 and 2016, the same have not been sold
and hence reported as inventories.

ln the circumstances, the Corporation may not have obtained value for money for the
schemes implemented and included under inventories.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGETVIENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Risk Management Policy

During the year under review, the Corporation did not have in place an approved
customized Risk Management Policy and therefore, had no approved processes and
guidelines on how to mitigate operational, legal and financial risks such as assessing the
likelihood or occurrence of risk, estimating the significance of risks, inidentifying business
risks relevant to financial reporting objectives and deciding about actions to address those
risks. The Corporation was therefore in breach of chapter 3 of Mwongozo, Code of
Governance for State Corporations on Governance Practice which requires the Board to
among other things to ensure the development of a policy on risk
management, which should consider sustainability, ethics and compliance risks, set out
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7



its responsibility for risk management in the Board charter and approve the risk
management policy and the risk management framework.

In the circumstances, the effectiveness of the Corporation's risk management measures
could not be confirmed.

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

Responsibilities of the Management and the Board of Directors

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

ln preparing the financial statements, Management is responsible for assessir\g the
Corporation's ability to continue 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 Corporation orto cease operations.

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

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

The Board of Directors is responsible for overseeing the Corporation'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 overall
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
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of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal 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
Corporation's policies and procedures may deteriorate.

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

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

o

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



I

I

a

o

a

a

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
Corporation's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Corporation
to cease to continue sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Corporation to express an opinion on the financial
statements.

Perform such other procedures as I 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 controls that are identified during the audit.

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

CPA n
AUDITOR.GENERAL

Nairobi

15 September,2022

BS
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2O2O /2021

ANNUAL REPORT

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME

INICOlVIE

lfurrrorzer
Otkrer Irrcorrre
EPS Sales

E>(PENISES

EPS E><perrses

Staff Costs

Adrninistratiorr Costs

Board E><perrses
De1>reciatiorr - Propert5z
Pla.nt & Eqlriprrrents
Arnortiz.a.tiort
-Irrta.rrgible Assets

OPEI<A:TINTG Pf.TOFIT

Finance Incorne

Profit EBefore Ta><atiorr

Pro'rzisiorr for ta><

Profit After Taxatiotr

Proposed Dirzideds

lleta.ined Profits
Profit a.ttribrrta.ble to
Stra.retrolders

Nlotes

3
4

s (lr)

5 (.)
6

7 (u)

7 (b>

11 Gr)

13

e (a)

1C)

82a,458,063
35,a31,895

1,43,519,884
999,8O9,842

1,86,507,490
293,924,15L

371",766,782

7,042,913

45,754,852

2,905,34L
9O7,9O5,53O

9a.,904,312

a,750,435

a_oo,654,747

48,888,462

5L,766,285

2,588,3L4

49,L77,97a

49,7,77,974.

a

202O/2O2a
I(strs

Resta.ted
'2O19/2O2O

I(sLrs

884,403,6L3
29,L77,240
95,222,743

1,OO8,8O3,566

1,32,682,683
3O3,4O1,492

250,O43,444

L3,638,433

48,303,354

3,454,994
75a.,52a.397
257,282,4-69

257,282,4-69

95,1,82,725

162,099,444

a,620,4ao

a-53,478,964

a.53,478,964
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2O2O/2O2t

ANNUAL REPORT

NOTES 2020/2021
Restated
20L9/2O2O

I(shsI(shs
ASSETS

Non Current Assets
Property,Plant & Equiprnent
Land
Intangible Asset
Investrnent Proper$z
Long Terrn loan Aclwanced
lJnquoted Investrnent
Total Non-Crrrrent Assets

11 (a)
12
13
a4
15
L6

1,749,77-t,064
2,296,227,OO4

5,a63,"t37
6,638,1,61,,298
2,56-1,491.,373

1,04,657,797
12,795,577.,670

1,,226,752,8,42
2,1,96,-t49,494

6,O80,82-l
7,073,442,525
2,78,4,167,470

-104,657,797
't3,395,254,749

Crrrrent Assets
Schernes in Progress
Loan Arnount Receivable
Inwentories
Trade and other Receivables
Tax Recowerable'
De-ferre'd Tax asset
Cash and Bank balances
Total Current Assets

'17
18
-t9

20(a)
e(b)
e(.)
27

-I ,761.,O71.,854
2,97-1,,1a2,756
2,388,606,497

51,"t,779,936
L51,11t,750

ao,7a5337
600,746,O28

a,395,2M,158

1,,731,344,693
2,975,O7a,a53
2,663,062,249

57O374,249
4rJ,51,7,779

1.1.8,620,447
a,o99,046,304

TOTAL ASSETS 21,r90,a55,a28 27'494,294,053

EQUITY AND LIABILITIES

Capital and Reserwes
Equity
ljnrealisecl Gain on Sale of Houses
Retained Earnings
House Equalization
Rewaluation Reserwe

22
23
24
25
26

6,936,OOO,OOO
479,467,347

3,a57,545,041,
3a3,1,1,4,995

7,744,1,79,644

6,936,OOO,OOO
509,70-1383

3,AOa,407,069
3a3,1,a4,995

a,-1a9,a24,295

Total Capital and Reserwes a9AO4,75a,O67'19,756,351,742

Non Current Liaibilities
Long Terrn Loans
Deferred Tax Liability
Total Non Current Liaibilities

27
e(.)

396,586,742 396,546,142
45,O34,670

441,624,812396,5a6,142

Current Liabilities
Tracle and other Payables
Diwidend payable
Tax Payable

28
10

e(b)

"1,365,74-1,062
23,777,554

1,,261,,573,a75
34,747,623

Total Current Liabilities L3a9,Sla,620

27.,7.90,455,424

1,,296,321-,498

27.,494,294,O53:TOTAL EQTJITY AND LIABILITIES

STATEMENT OF FINANCIAL POSITION

ts were approved by the and signed on its behalf by

Manager Finance ...ffi
sta

.Ag. Managing
ICPAK NO.32OO
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STATEMENT OF CASH FLOWS

Notes 202O/2O2L '2O19/2O2O
I(shs I(shs

OPERATING ACTIVITIES

Cash generated frorn operations 29 54A,A46AaO (55a,aa3,656)
Taxation paicl e (b) (2't 5,306,44-t \ (72,593,452\
Net cash generated frorn/(used
in) operating actirzities 333,540,O39 (637-A77,7,Oa)

IN\/ESTING ACTIVITIES
Purchase of fixed assets

- Land L2 (e77,206\

- Property, Plant & Eqr. itrrrnent 1L (2O,673,266\ (5,524,s92\

- Intanqible Assets 13 (2,1.5L,LOO\ (3,55a,9e7\

- Inwes trnent Prol)ertf/ 1,4 (5O,889,O33) (3,976,639\
Loans adwancecl 30 G6,aao,422\ (79,501.,552\
Tenant purchase loans
aciwancetl 30 (aa2,ao9,a75\ (44,556,a33)

Cash on disgrosal of fixecl asset l- 1 (a) 4,572,(J6(o

Redernption of loans 30 1,76,994,625 14o,444,25L

Reclernpbion of TP Loans 30 267,455,aO3 273,567,434
Net cash generated frorn/(trsed
in) investing actirzities 153,393,492 37,5,91,5,570

FINANCING ACTIVITIES

Finance incornt: a 4,750,435
Diwidc-ncls paid 10 03,ssa37e\
Loan Receiwecl 27 396,546,L42

Net cash generated frorn/(used)
in financing actirzities (4807,944) 396,586,442

Irrcrease / (Decrease) in cash
and cash eqtrirzalents 442,a25,547 8L,024,604

Cash & Cash Eqr' iwalents at the
beginning of the period 114,620,44-l 37,595,A37

Cash & Cash Eqtriwalents at the
end of the period 2L 600,746,O24 11.4,620,441.
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AL REPORT

STATEMENT OF BUDGET AND ACTUAL COMPARISON

Actual Final Budget Variance % Variance

Explanation of material

variances $/a0Yo)

Revenue Kshs. Kshs. Kshs. %

Interest Eamed 504,287,897 499,21,2,000 5,069,897 1,7o

Rental Income 240,621.,302 251.,789,000 (t1,,1.67,698) ,ol-+ lo

Professional fees 35,668,798 496,552,000 (460,883,802) -93% (a)

Gain/poss) on sale of
houses 40,586,666 178,533,000 (737,946,334) -77y. (b)

Finance Income 8,750,435 12,000,000 4,249,565\ -27Yo (c)

Eps Sales 't43,519,884 467,288,000 (377,768,1,1.6\ -69% (d)

Other Incomes 35,131,895 35,143,000 (11,105) 07o (e)

Total Revenue Lp08,560277 7,934,577,000 (925,956,7231

Operating Expenses

Salaries & Benefis 293,928,751. 568,443,000 274,51.4,849 48o/. (0

Board Expenses 7,042,913 30,000,000 22,957,087 (g)

Depreciation 48,660,1.93 97,704,000 49,043,807 50% (h)

E[5 Expenses 1.86,507,490 267,921.,202 81.,413,71.2 30% (i)

Auditors Remuneration 1,200,000 t,225,000 25,000 ao/z/o

ProperW & Estates 29,970,355 66,495,000 36,524,645 55y" fi)

Motor Vehicle Expenses 5,442,647 6,300,000 857,353 "147o (h)

Repairs of Equipment '17,81.3,056 44,000,000 26;186,944 607o (i)

Travelling General 6,495,070 14,'14't,000 7,645,990 54% (k)

Printine & Stationery 4,248,748 14,864,000 1.0,675,252 /l/o 0)
fficerents 22,248,377 24,200,000 1.,951.,683 8%

Postage & Telephones 4,054,485 4,500,000 445,515 't0% (m)

Advertising 3,621.,799 35,600,000 32,978,20'l 90% (k)

Insurance 4,776,448 18,000,000 't3,883,552 77Yo (r)

Bank Charges 2,766,369 5,000,000 2,233,631. 457o (n)

Library Expenses 1,543,214 2,419,000 875,786 36Y. (o)

StaffUniforms 91.2,980 1,104,000 191,020 1.7Yo (p)

Exhibition 11.6,750 8,000,000 7,883,250 997, (q)

Trainine 5,050,066 s9,700,000 54,649,934 92Yo (r)

Bad Debs Proyision 161,074,798 1.61.,074,798 0% (s)

Post contract payments 2,859,383 40,000,000 37,'t40,6't7 93% (t)

Debt Collection Expensr 2,832,449 5,000,000 2,"t67,551 43y, (u)

Legal Charges 23,81.1.,1.59 60,000,000 36,188,841 60y. (v)

Consultancy General 1.5,893,339 35,570,000 1.9,676,66't 55% (x)

Medical in Patient s2,803,044 55,000,000 2;t96,956 4Yo

Colporate Social

ResponbiliW 1,000,000 1,000,000 't0070 (v)

Entertainment 1.,432,'107 10,541,000 9,1.08,893 86Yo (z\

Staff welfare/Sports Clt 1,460,260 4,000,000 2,539,740 63o/" (aa)

Total Expenses 907,905,537 7,642,802,000 734,896469

Profit 700,654,746 291,775,000 797,060254
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EXPLANATION OF MATERIAL VARIANCES ON STATEMENT OF BUDGET AND ACTUAL
COMPARISONS
The material variances in the budget compared to actual performance are explained

as follows;

a) The variance is attributable to delay in commencement of capital projects Kajiado

Housing Phase I, Changamwe Phase III, Stoni Athi Phase III, Malindi Housing Phase II,

Kanyakwar IV, Stoni Athi Phase II, Athi River Redevelopment, Kajiado Phase I, Stoni

Athi Economy II sector II, Meru Phase I, Nakuru MUD, Malindi Housing, Kilifi Beach,

Kakamega Amalemba, Kanyaloarar III, Eldoret I, Bububu I and Kericho Housing Phase I,

have contributed to the negative variance in professional fees and salaries charged to

ongoing projects. Management's decision to defer the projects was based on delayed

approval of the projects.

b) The Corporation expected to generate gain on sale from sale of houses in Stoni Athi

Phase L, Nyeri Mixed Development, Stoni Athi Economy phase II, Langata and Kibera

Commercial Centres. However, during the year under review very few units were sold

in these projects. This was attributable to the current credit crunch facing the Kenyan

economy whereby lenders have adopted a conservative approach to lending.

Management has decided to change its strategy on mode of sale on some of these

schemes with a view to unlocking sales.

c) Finance Income: The positive variance realized was due to cash reserves that the

Corporation was holding which was expected to have been utilized in housing projects.

d) The variance from EPS is attributed to delayed commencement of the Eldoret Phase I,

Bububu Phase II, Kericho Phase I, Kisumu Kanyakwar Phase III, Kakamega Amalemba,

Kilifi Beach Apartments, Malindi Housing, Nakuru Mixed Development, Meru Housing

and the Stoni Athi Economy Phase II Sector II housing projects. The corporation had

forecasted that the projects would consume EPS panels and therefore contribute to the

factory's sales.
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f) Salaries: The favorable variance in salaries and benefits is due to planned recruitments

that are yet to be undertaken due an ongoing job evaluation and organizational restructuring.

g- aa) The favourable variance realized from the expenses is due to cost cutting measures

adopted in line with prudent financial management and reduced production activity due to

the adoption of the COVID-19 mitigation measures prescribed by the GoK.
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NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial
statements are set out below:

A. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement of re-valued amounts of certain items of property, plant and
equipment, marketable securities and financial instruments at fair value, impaired
assets at their estimated recoverable amounts and actuarially determined liabilities at
their present value. The preparation of financial statements in conformity with
International Financial Reporting Standards (IFRS) allows the use of estimates and
assumptions. It also requires management to exercise judgement in the process of
applying the entity's accounting policies. There are currently no areas involving a
higher degree of judgement or complexity, or where assumptions and estimates made
are significant to the financial statements.

The financial statements have been prepared and presented in Kenya Shillings,
which is the functional and reporting currency of the Corporation.

The financial statements have been prepared in accordance with the Public Finance
Management (PFM) Act, the State Corporations Act, and International Financial
Reporting Standards (IFRS). The accounting policies adopted have been consistently
applied in all the years presented.

B. Application of new and revised International Financial Reporting Standards

(i) New standards and amendments to published standards

IAS L Presentation of Financial Statements

Description
IAS 1 "Presentation of Financial Statements" sets out the overall requirements for
financial statements, including how they should be structured, the minimum
requirements for their content and overriding concepts such as going concern, the
accrual basis of accounting and the current/non-current distinction. The standard
requires a complete set of financial statements to comprise a statement of financial
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position, a statement of profit or loss and other comprehensive income, a statement
of changes in equity and a statement of cash flows.

Further the board has issued 'Classification of Liabilities as Current or Non Current
providing a more general approach to the classification of liabilities under IAS 1

based on the contracfual arrangements in place at the reporting date.

Effective Date
The amendments were originally effective for annual reporting periods beginning
on or after January 1-, 2022, however, their effective date has been delayed to L

January 2023 and are to be applied retrospectively.

Effect
The corporation will not be affected by these changes as this is a continuation of the
practice.

IAS 8 Accounting Policies. Changes in accounting Estimates and Errors
(Amendments on accounting estimates.)

Description
In February 2021,, the IASB issued 'Definition of Accounting Estimates to help
entities to distinguish between accounting policies and accounting estimates.

Effective Date
The amendment is effective for annual reporting periods beginning on or after

January 1.,2023.

IAS L6 Property, Plant anil Equipment (amendments regarding proceeds before
intended use).

Description
On 14m May 2020, the IASB issued amendments regarding proceeds from selling
items procured while bringing an asset into the location and condition necessary for
it to be capable of operating in the manner intended by management.

Effective Date
The amendments are effective for annual reporting periods beginning on or after

June 1, 2022.

51



2O2O /2O2\

ANNUAL REPORT

IFRS 1,6: Leases

Description
The Board in March 2021, published Covid -19 Related Rent Concessions beyond
30ft June 2020 that extends, by one year, the May 2020 amendment that provided
lessees with an exemption from assessing whether a Covid-19-related rent
concession is a lease modification.

Effective Date
The amendments are effective for annual periods beginning on or after April L,

2021,.

(ii) Early adoption of standards

The company did not early-adopt any new or amended standard s in 2020 / 202L.

C. Revenue recognition

Revenue is recognized to the extent that it is probable that future economic benefits will
flow to the Corporation and the revenue can be reliably measured. Revenue is
recognized at the fair value of consideration received or expected to be received in the
ordinary course of the Corporation's activities, net of value-added tax (VAT), where
applicable, and when specific criteria have been met for each of the Corporation's
activities as described below.

a. Interest income is recognized as it accrues unless its collectability is in doubt.
b. Rental income is recognized in the income statement as it accrues using the

effective lease agreements.
c. Professional fees refer to fees earned on projects by the Corporation's. The fees

are recognized at 70o/o in the year of commencement of construction works and
the remaining3}% over the period of the project.

d. Finance income comprises interest receivable from bank deposits and investment
in securities, and is recognized in profit or loss on a time proportion basis using
the effective interest rate method.

e. Gain/loss on sale of houses is recognized in the income statement depending on
the mode of sale. Gain on sale of houses on outright sale schemes is recognized
in the year of sale and for tenant purchase schemes the gain is amortized over the
period of the loan.

f. Revenue from the sale of Panels is recognized in the year in which the
Corporation delivers products to the customer, the customer has accepted the
products and collectability of the related receivables is reasonably assured.
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g. Other income is recognized as it accrues.

D. Property, Plant and Equipment

All categories of property, plant and equipment are initially recorded at cost less

accumulated depreciation and impairment losses.

Gains and losses on disposal of items of property, plant and equipment are determined
by comparing the proceeds from the disposal with the net carrying amount of the items,
and are recognized in profit or loss in the income statement.

E. Depreciation and Impairment of Property, Plant and Equipment

Freehold land and capital work in progress are not depreciated. Capital work in
progress relates mainly to the costs of ongoing but incomplete works on buildings and
other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income statement
on reducing balance basis to write down the cost of each asset to its residual value over
its estimated useful life. The annual rates in use are:

Buildings
Plant and machinery
Motor vehicles, including motor cycles
Computers equipment & software
Furniture and fittings

2.5%
20%
25o/o

30%
20%

A depreciation charge is recognized both in the year of asset purchase and in the year of
asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where
the carrying amount of an asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognized so that the asset is written down immediately
to its estimated recoverable amount.

F. Financiallnstruments

Financial assets are recognized in the statement of financial position when and only
when the entity becomes party to the contractual provisions of the instruments.
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At initial recognition the Corporation measures financial assets at transaction costs that
are directly attributable to the acquisition or issue of the financial asset. Financial assets

are thereafter measured at amortized cost, for purposes of applying this policy; interest
is consideration for the time vale of money and for the credit risk associated with the
principal amount outstanding during a particular period of time.

The financial assets are tested for impairment at the end of each reporting period. In
case there is any evidence that impairment exists then the amount of the loss is
measured as the difference between the asset's carrying amount and the present value
of estimated cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset's original effective interest rate (i.e. the
effective interest rate computed at initial recognition). The carrying amount of the asset
is reduced directly and the amount of the loss recognized in profit or loss.

G. Intangible Assets

Intangible assets comprise purchased computer software licenses, which are capitalized
on the basis of costs incurred to acquire and bring to use the specific software.
Amortization of intangible assets is recognized in the income statement on reducing
balance basis to write down the cost of each asset to its residual value over its estimated
useful life.

H. Amortization and Impairment of Intangible Assets

Amortization is calculated on the reducing balance basis at a rate of 30% per annum. All
computer software is reviewed annually for impairment. Where the carrying amount of
an intangible asset is assessed as greater than its estimated recoverable amount, an
impairment loss is recognized so that the asset is written down immediately to its
estimated recoverable amount.

I. Investment Property

Buildings, or part of a building and land held for long term rental yields andf or capital
appreciation, and which are not occupied by the Corporation, are classified as

investment property under non-current assets. The Corporation has carried some of its
investment property at fair value, with the changes being recognized in other
comprehensive income and changes in fair value of investment properties being
recognized in the statement of profit or loss. Revaluations are performed by
professional valuers every five years to ensure that the carrying amounts do not differ
materially from those that would be determined using fair values at the reporting date.
In June 2017 the Corporation revalued its Land, Building and Investment properties.
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The valuation was done by an independent valuer Cyprian Wanjir of Dansal and
Associates limited.

L Unquoted investments

Unquoted investments stated at cost under non-current assets, comprise of equity
shares held in other Government owned or controlled entities.

K. Inventories

Inventories are stated at the lower of cost and net realizable value. The cost of
inventories comprises purchase price, import duties, transportation and handling
charges, and is determined on the basis of first in first out (FIFO) method.

L. Trade and Other Receivables

Trade and other receivables are recognized at fair values less allowances for any
uncollectable amounts. These are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts
at the year end. Bad debts are written off after all efforts at recovery have been
exhausted.

M. Taxation

Current income tax assets and liabilities for the current and prior periods are measured
at the amount expected to be recovered from or paid to the tax authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or
substantially enacted as at the reporting date.

N. Cash and Cash Equivalents

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

O. Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortized cost,
which is measured at the fair value of contractual value of the consideration to be paid
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in future in respect of goods and services supplied, whether billed to the Corporation
or not,less any payments made to the suppliers.

P. Retirement Benefit Obligations

The entity operates a defined contribution scheme for all full-time employees. The
scheme is administered by an in-house team and is funded by contributions from both
the Corporation and its employees.

The Corporation also contributes to the statutory National Social Security Fund
(NSSF). This is a defined contribution scheme registered under the National Social
Security Act. The Corporation's obligation under the scheme is limited to specific
contributions legislated from time to time and is currently at Kshs. 1,080 per month
per employee.

Q. Provision for staff leave pay

Employees' entitlements to annual leave are recognized as they accrue at the
employees. A provision is made for the estimated liability for annual leave at the
reporting date.

R. Exchange rate differences

The accounting records are maintained in the functional currency of the primary
economic environment in which the Corporation operates, Kenya Shillings.
Transactions in foreign currencies during the year/period are translated into the
functional currency using the exchange rates prevailing at the dates of the
transactions. Any foreign exchange gains and losses resulting from the settlement of
such transactions and from the kanslation at year- end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognized in profit or
loss.

S. Comparative Figures

Where necessary comparative figures for the previous financial year have been
amended or restated to conform to the required changes in presentation.

T. 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 30th June 2020.

56



2O2O/202t

ANNUAL REPORT

Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including experience of future events that are believed
to be reasonable under the circumstances.

2. CRITICAL ACCOUNTING ESTIMATES AND IUDGEMENTS

a. Critical Accounting Estimates and Assumptions

(i) Income taxes

The Corporation is subject to income taxes in Kenya. Significant judgment is

required in determining the Corporation's provision for income taxes. There are
many transactions and calculations for which the ultimate tax determination is

uncertain during the ordinary course of business. The Corporation recognizes
liabilities for anticipated tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such determination is made.

(ii) Deferred Tax

The Corporation accounts for deferred tax in accordance with IAS 1.2, Income Taxes.

Deferred tax liability is recognized for all taxable temporary differences except to
the extent that the deferred tax liability arises from goodwill and initial recognition
(except for business combinations and for transactions affecting neither profit nor
loss). Deferred tax assets are recognized on amounts recoverable in future periods
in respect of temporary differences, unused tax losses and unused tax credits
carried forward. The carrying amount of deferred tax assets is reviewed at the
reporting date and reduced to the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax is measured at the tax rates that have been enacted or substantively
enacted at the reporting date. Deferred tax is recognized in profit or loss, except
when they relate to items that are recognized in other comprehensive income or
directly in equity, in which case, the deferred tax is also recognized in other
comprehensive income or directly in equity respectively.

(b) Critical judgments in applying the entity's accounting policies

In the process of applying the Corporation's accounting policies, management has

made judgments in determining:
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o Whether land and building meet criteria to be classified as inveshnent
property

o Depreciation rates for property and equipment
o Provision for bad debts

Estimates and judgments are continually evaluated and based on historical
experience and other factors, including experience of future events that are believed
to be reasonable under the circumstance.
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NOTES TO THE FINANCIAT STATEMENTS (Continued)

3. TURNOVER

The sources of income are as sti below:

4. OTHER INCOME

I

2O2O /2O2a 201,9 /2O2O
I(shs I(shs

Interest 504,281,,897 578,546,920

Rents 240,621,302 238,605,1,63

Professional Fees 35,668,198 1,9,OO5,344

48,246,1,86Gain on Sale of Houses 40,586,566

2O2O /2021 2Or9 /2020

KshsKshs

17,615,137 20,327,450Interest on Staff Loans

Income from Partrnerships 200,000

Gain on Disposal of Fixed
Assets 72,227

8,849,790

Miscellaneous (Tender
Documents, Application
Forms) 17,244,53'1,
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5. MANUFACTURING, TRADING, PROFIT AND LOSS ACCOUNT (EPS

FACTORY)

National Housing Corporation established the Ef€ factory as a division in 2009 to
engage in the production and dissemination of an alternative building technology
system named EIrS. The factory manufactures expanded polystyrene panels Gf5)
and meshes for use in the construction of affordable housing. The installed annual
capacity of the factory is about 2,000 three bedroom housing units. There are
currently 30 number officers employed in the division with22 number of them being
machine operators (both permanent and casual) and the rest being in management
and marketing operations.

a) Manufacturing Account

l

I

I

2079 /2020202012021

Kshs Kshs

57,442,783 87,478,328Raw Materials
22,1.57,21.1Direct Labour 22,774,058

Other Direct Overheads 7,200,41.1 'I..0,594,548

Prime Costs 87,477,252 720,230,087

Production and Other
Factory Overheads 5,26'1.,294 5,968,587

23,925,660 25,276,021Depreciation
Opening Cost of Work in
Progress 23,980,8'Lg 20,229,229

Add: Purchases
Less: Closing Cost of Work
in Progress (6,201,463) Q3,980,81.9\
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5. MANUFACTURING, TRADING, PROFIT AND LOSS ACCOUNT (EPS

FACTORY) Cont'd

blTrailing, Profit and Loss Account

2O2O /2027 2019 /2020
Kshs Kshs

1.43,519,884 95,222,773Sales

Cost of Goods Sold
Opening Stock of Finished Goods 52,535,422 27,1.45,'1.02

134,383,563 1,47,723,'1.05

Production Costs of Goods
completed
Closing Stock of Finished
panels(Cost) (1'1,,056,70n (52,535,422)

Cost of Goods Sold \75,862,278 122,332,785

(27,710,0721Gross Profit / (Loss) (32,342,394)

Selling and Marketing Costs 2,356,032 't ,538,653
1_,087,781. 1,,153,732Depreciation
7,20'1,,399 7,657,512Adrninistration expenses

10,645,212 10,349,897Total Adm Expenses
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5. MANUFACTURING, TRADING, PROFIT AND LOSS ACCOUNT (EPS

FACTORY) Cont'd

c) EI]S hading loss is arrived at after charging

6. STAFF COSTS

Staff costs comprise the following:

i

2O2O /2021 2Ot9 /2O2O

KshsKshs

Cost of Goods Sold 175,862,278 122,332,785

Selling and Marketing Costs 2,356,032 1.,538,653

1_,153,732Depreciation '1,,087,781

7,20L,399 7,657,513Administration expenses

2020 /2027 201912020

KshsKshs

Salaries and Allowances 236,870,687 243,097,431

Casuals 7,973,715 7,921.,155

lnterns Allowance '].,,558,064

NSSF 2,226,960 2,31,6,600

Other pension contributions 28,51.4,462 30,546,807

Leave pay 12,743,128 13,834,124

Gratuity Provisions 5,599,199 4,127,311
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o
The number of persons employed by the Corporation as at 30th ]une 202L was
188.

National Housing Corporation established the NHC provident fund scheme in
1998. In compliance with the Treasury Circular number 18/20L0, the scheme was
closed from 1* ]uly 2011 and the staff retirement benefits scheme (Defined
Contribution) was established then.

The provident fund scheme is established under trust and was closed to new
entrants and any further contributions to the scheme were stopped by the
Corporation.

The staff retirement benefits scheme was established for all new and eligible
employees who had more than five years to attain the mandatory retirement age

of sixty years and whose terms of service were not to remain contracfual.

'Ihe Corporation therefore only makes contributions to the staff retirement benefits
scheme. As at 30ft ]une 2021,, there were no amounts owed to the Staff Retirement
Ilenefits Scheme
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Profit before tax is stated after charging:
a Administration Costs
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2020/2O2t

I

ri

2O2O /2O2a 207.9 /2O2O

I(shs I(shs

1_,2OO,OOO 7,200,oooAuditors Rernuneration
ProperW & Estates 29,97O,355 43,675,61_5

5,442,646 4,933,1,57Motor Vehicle Expenses

Repairs of Equiprnent 1.7,8L3,056 1-4,262,9L7

Travelling General 6,495,O1_O 10,1,18,533

4,249,748 3,496,764Printing & Stationery
22,248,31.7 20,845,983Office rents

4,O54,495 4,043,288Postage & Telephones
3,62L,799 4,139,31.2Advertising

Insurance 4,11,6,448 3,739,483

Bank Charges 2,756,369 3,234,234

1,,543,2L4 7,73O,620Library Expenses
9L2,g80 523,676Staff lJniforrns
1,1,6,750 L,947,2O5Exhibition

5,O5O,066 4,357,826Training
L6L,O74,798 1_2,730,642Bad Debts Provision

2,959,393 2,930,599Post contract payrnents

Debt Collection Expenses 2,932,449 2,754,822

Legal Charges 23,91,L,1,59 31,,37O,O34

299,450Staff Sports Club 472,965

1_5,893,339 24,977,11_6Consultancy General
52,803,OM 48,243,942Medical in Patient

1_,432,1_07 3,289,804Entertainrnent
Staff welfare 1_,297,295 L,304,422
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7. PROFIT BEFORE TAX (Continued)

b) Board Expenses

8. FINANCE INCOME

The interest income is made up of:

I

2O2O/2027- 2O1e/2020

Kshs Kshs
Honoraria 960,000 960,000

Sitting Allowances 4,060,OOO 4,820,OOO

981,,1,29 5,368,585Travel and Accornodation
2,489,848Other Expenses 'l,ro4'I.,1784

2020/2027, 2OA9/2O20/

I(shs tr(shs
Interest frorn current
accounts rnrith banks 9,75O,435
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9. TAXATION

a) Reconciliation of expected tax based on profit before taxation

b) Tax (recoverable)/ Payable

2O2Ol202L

Kshs

z0te12020

Kshs

100,654,747 257,282,'1,69Profit before taxation

30,196,424 77,184,651Tax applicable rate of 30% of PBT

Tax effect of expenses not sub'iect to tax 79,548,753 34,515,696

Wear & Tear allowance (5,032,70n (6,004,001)

Provision for tax 104,772470 L05,696,346

(55,824,008) (10,513,621\Deferred tax

2Ot9 /2O2O2O2O /2O2a

Tax Movement Schedule Kshs Kshs

Balance Brought Forward (4O,517,779) (73,620,673)

Provision for tax for the Year 1,04,7'1,2,470 1,05,696,346

(72,593,452)Paid During the year (215,306,441)
l
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I

c) Deferred tax asset/liability

10. PROPOSED DIVIDENDS

Proposed dividends are provided for at5o/o of the profit after tax.

2019/20202O2O/2021

Kshs Kshs

55,552291Deferred Tax Liability b/f 45,038,670

(7,91,5,590) (6,694,428)Accelerated capital allowances

(3,819,193)Add: Various provisions (47,067,421)

(55,824,008) (10,573,521)Deferred tax during the yeat

207912020202012027

Kshs Kshs

26,127,1.43At the beginning of the period 34,747,623

8,620,480Provision for the Period 2,588,31,4

(13,558,379)Paid during the Period
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ANNUAL REPORT

NOTES TO THE FINANCIAL STATEMENTS (Continued)

77. (b) DEPRECTATTON SCHEDULE

The depreciation amount charged to the statement of comprehensive income
under the item property, plant and equipment is as shown below

12. LAND

The Corporation has 43 number parcels of land that do not have the required
ownership documentation; efforts are underway to process the land ownership
documentation for these parcels of land.

Adjustments Kshs. 100,077,707.00

The adjustment relates to the recognition of the value of Meru Tuntu Land after
demolitionof the rental units Kshs. l00million while the Kshs. 77,1,07.00 relates to the
portion of Likoni Rental amortized for its Land after demolition of the rental units.

NWAN Restated 2019/21)20

DIPRICIATION NHC IPS

RIVATUATION

R[SIRVE TOTAI NHC EPS

REYATUATION

RISERVE TOTAI,

{ssmcmss tGh'000' Ksh'000'

MOTOR VEHICLES 5,166,250 483,740 5,649,990 6,086,634 569,919 6,656,553

PLANT& EOUIPMENT 3,753,617 40,691 3,794,308 3,772,367 46,335 3,818,702

EPS PRODUCTI0N PI"{NT & Machinerv 19,023,793 t9,023,793 19,633,481 19,633,481

L{ND & BUILDINGS 5,908,467 12,411,652 18,320,119 6,064,770 12.739.990 18,80{,760

IIiVESTMENT PROPERTY 27,561,292 150,288,380 171,849,672 27,6t9,5t5 154.575709 182.196.224

ruRNITURE & FITTINCS 4,7t9,87t 103,420 4,823,291 5,185,782 115,254 6,301,035

COMPUTER SYSTEM 4,553,822 4,553,822 4,639,055 4,639,056

INTANCIBLE ASSrls 2,905,341 2,905,341 3,451,991 3,451,991

Sub-tobl 48,660,193 25,560,112 t6z,7oo,o32 46,920,337 5r,755,345 26,429,759 157,1r6,699 245,50r,803

TOTAT 48,660,t93 z5,56o,rrz 162,700,032 46,920,337 51,755,345 26,429,?59 r67,3r6,699 245,50r,803

2O2O /202L 201-9 /2O2O
I(strs I(shs

Cost
2,196,149,494 2,373,67 2,6AaAt start

977,206Additions
(17A,5OO,OOO)Adjustments 100,o77,107
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13. INTANGIBLE ASSETS

Intangible Assets have been recognized using the cost model as shown below;

74. INVESTMENTPROPERTY

Investment property has been recognized using the cost model as shown below:

'tu'zul'tvtt zut9lzuzu

Kshs Kshs.Cost

At start of the year 38,736,241, 35,177,246

2,687,657 3,558,995Additions
At end of the year 41,423,898 38,736,241

Amortization

At start of the year 32,655,420 29,203,429

2,905,341 3,451,991Charge in the year

At end of the year 35,560,76L 32,655,420

ilrl

I

2020 t2()21 2l)19 12()2()

Coat KBhc- K8h!
At start of the year 7,647,850,407 7,721 ,978,124

so,aag,033 3,976,639Additions
Revaluation

(78.104.356)Disposals/ Adjustments (351 ,477,107)
At end of year 7,347,262,333 7,6,47,aso,4()7

Depreclatlon
At start of the year 574,406,783 392,210,ssg
Charge for the Year 27,561 ,292 27,619,51s
On Revaluation 150,244,34O 154,s76,709

(43,155,421)Adjustment
At end of year 7(,9,1(,1,O34 574,4()6,7a3
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I

Adiustments

The adjustments of Kshs. 351 million are in respect of Meru Tuntu, Likoni and Nyeri L8

quarters which were demolished for redevelopment.

1.5. LONG TERM LOANS ADVANCED
These are made of loans to Local Authorities, Rural Housing Loans, Staff Loans and
Tenant Purchase Loans.

76. UNQUOTEDTNVESTMENTS

These are investments held with;

The Consolidated Bank shares are valued at cost. They arose following take-over
of Jimba Credit, Union Bank and Business Finance Ltd by the government.

2020/2021, 2O1e/2O2O
I(shsI(shs

Loca1 Authorities 28,806,873 30,857,'J,9O

Rrrral Housing Loans 298,898,501_ 383,578,977
425,506,549 479,663,971,Staff Loans

'L,8o8,279,45O '1.,894,067,732Tenant Purchase

2O2O /2O2A 2OL9 /2O2O

I(shs I(shs

Consolidated Bank

4,1OO,OOO 4,1,OO,OOO

4% Non-Curn Preference Shares of
Sh.2O.OO each

l_,Loo,ooo L,Loo,oooOrdinary Shares of Sh.2O each

99,457,797 99,457,797Research & Developrnent Ltd
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The Research Development Unit Company Limited (a wholly owned subsidiary of
NHC). The Corporation suspended operations of the subsidiary in financial year
2013/201,4 with a view to developing a new strategy to reverse the trend of losses.

Thereafter, the Corporation resolved through its Board of Directors that the unit be
liquidated.

The operations of the Subsidiary were discontinued in the financial year 2013/201,4

hence it has not been operational since then. Under IAS 1 Presentation of Financial
Statements, guides that when the going concern of the company is in question,
consolidation of the financial statements would be misleading to users of the
financial statements.

17. SCHEMES IN PROGRESS

These are valued at cost, and comprise:

Included in other projects are Kshs. 81.,274,817.10, and Kshs. 27,139,731. being
amounts incurred in the new ERP system and NHC's minor works. The new ERP

system is still at the design stage.

2O2O /2O2a 20L9 /2O2O
I(shs. I(shs

Terrarrt Purchrase 638,3OO,O92 534,454,965
Outrigkrt sale L,01-4,357,2-1-4 873,626,526

1_O8,41_4,548 323,307,2o2Otkrer Proiects
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1.8. LOAN AMOUNTS RECEIVABLE

Credit Risk Management

Credit risk is the potential that a borrower will fail to meet his obligation in
accordance with the agreed terms. The Corporation mitigates against such risks
through insurance and by carrying out credit risk control appraisal before issuing
loans.

A provision for bad debts has also been provided for Rural Housing Loans at the
rate of 20% and 5o/o on rent debtors. No provision has been provided for local
authority, staff, tenant purchase loans and outright sale debtors, as the debts are

secured on the properties.

2O2O PO2L 201,9 /2O2O
I(shs. I(shs.

Rural Flousing Loans
Arnounts Due 798,29L,479 779,576,829

(1.37,339,429)
Prowision for Bad
I)ebts (28O,71,3,61,5)

642,237,4OO5L7,577,864
a,634,008,9O4Local Authorities a,77a,775,O9a

Staff Loans 28,087,352 26,7L4,558
Tenant Purchase 5o0,o8-L,378 475,9O7,43O

Outright sale Debtors 153,661-,O7a L96,2L0,56a
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79. INVENTORIES

Inventories have been valued at the lower of cost and net realizable value (NRV)
and are made up of:

2O2O /2021 2OA9 /2O2O

20. a) TRADE AND OTHER RECEIVABLES

I

I

I

l

rl

Kshs Kshs.

4,97L,941 2,074,706Consumable Inventories-NHC

Stock of unsold houses-NHC 2,332,645,2'1,5 2,538,68'1,,502

Consurnable Inventories-Ef€ 12,1,49,949 9,355,400

6,z0'j,,464Ef€ Work In Progress 23,980,824

EfrS stock of Finished panels 11,,056,707 52,535,422

21,,582,322 36,434,395EfrS stock of Raw materials

2O2O /2O2a ,2OL9 /2O2O
I(shs. I(shs.

Rent Arrears 3o3,923,300 285,363,257

Prorrision for bad
debts orr Rerrts (99,244,5L2) (81,,543,90L)

204,678,788 2O3,87.9,356Srrb-Tota.l
366,558,933Debtors 307,L0L,L48
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ANNUAL REPOR]I Credit Risk Management

In arriving at the provision for bad debts, management has taken into
consideration past loan loss experiences, current economic conditions, the
composition of the debt portfolio and reviews and evaluations of specific loans.
The provision at a rate of 5% has been reflected in both the statement of financial
position and the statement of comprehensive income.

2'1.. CASH AND BANK BALANCES

For purposes of the cash flow statement, cash and cash equivalent represent cash
and bank balances.

22. EQUITY

The Corporation was established under the Housing Act, Cap 117 and is fully
owned by the Government of Kenya. The equity arose when the inter-ministerial
Committee on National Housing Corporation's capital restructuring presented its
report to the Cabinet in 2003. The Cabinet, during its deliberations, approved
capital restructuring of NHC which included the following:

a) Conversion of total debts (arrears and principal) owed to GoK by NHC
amounting to Kshs. 5.32 billion into equity

b) Injection of additional funds in the form of equity to the tune of Kshs.4.S billion

2.0:t 9/2O2O202O/2O2a

I(shs- I(shs.
I\4obi1e Ivloney 7,339,749 5,555,374

Co-operatiwe Bank 't 82,532,394 86,296,1,2O

2,393,551,National Bank of I(enya 8,O1,2,O25

6,638,406 24,336,O90I(enya Cornrnercial Bank
ABSA Bank 396,223,453 39,30,6
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22. EQUITY (Continued)

The Corporation has so far received Kshs.l.616 billion additional equity as part of the
implementation of the capital restructuring program. A detailed analysis of the
Corporation's equity is as shown in the table below;

There was no capital injection in the year under review.

23. UNREALTZED GAIN ON SALE OF HOUSES

This is the gain on sale of Tenant Purchase schemes, which will be realized over the
life of the Tenant purchase loans.

I

I

I

l

Equity Injection to NHC as at 30th |une 2O2O I(shs
2OO7 / 2OO8 21,6,OOO,OOO 21,6,OOO,OOO

2OO8/ 2OOe 250,000,000 250,000,000
2OO9/2O1,O 250,000,000 250,000,000
2O1,O / 2011 900,000,000 900,000,000
Total l,61.6,OOO,OOO L,61_6,000,000

Conversion of Total Debts
owed to GOK by NHC 5,320,000,000 5,320,000,000

2020 /2027 2019 /2020
Kshs. Kshs.

Opening balance 509,707,383 630,115,826

Add: Unrealized gain recognized in the
year 19,803,687 24,828,',I.,40

Less: Realized gain recognized in the
year (49,637,723) (1,45,243,583)

Total Movement in the year (29,834,036) (120,415,M3)
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24. RETAINED EARNINGS

This is made up as follows

25. HOUSE EQUALTZATTON

This is a reserve account in which all income is recognized in respect to local
authorities that the Corporation had entered into an agreement with a view to
ensuring that their debts were cleared. This treatment ensures that the Corporation's
profits are not overstated; Income from the respective defunct local authorities'
debtors will only be recognized when the debts owed are paid off.

I

2020/2O2A
Restated
2OA9/2020

Kshs. I(shs.

Opening Balance 3,808,407,O59 3,524,766,432
Adjustments (please refer to our
explanations in note 33; retained 30,1,61,,672

Proposed Dividends (2,598,3L4\ (8,620,48O)

Profit after tax for the Year 51,,766,285 1_52,099,444

2O2O /2O2A 201,9 /2O2O

I(shs- I(shs-
Opening Balance 383,118,995 383,11-8,995
Charge in the Year

79



,

2O2O/2O2Lt
ANNUAL REPORT

26. REVALUATIONRESERVE

27. LONG TERM LOANS

By the end of 36tr ]une 2021,, NHC had cumulatively borrowed Kshs. 396,586,'1.42

from ABSA bank to finance the Nyeri Mixed Development and the Stoni Athi
Economy projects. In the year under review NHC was not advanced any monies
towards development of the projects.

I

I

I

rl
ll
,l

i

Land Buildings Investment Property Total

Kshs Kshs Kshs Kshs

20[9l20n

Opening Balance '1,,530,701,,470 514,402,057 6,24'1,,337,467 8,21!6,U0,994

(12,739,99})E
(767376,699l,in the Year

2020120n

Opening Balance 1,,530,70'1,470 501,662,067 6,086,760,758 8,119,124,295

Charge in the Year (12,411,652) (150,288,380) $62,7A0,0321

Adiustment (2M,244,579) (208.2M,5791

2O2O /2021. 2Ot9 /2O2O

I(shs. I(shs.
396,586,1,42Opening Balance

Arnounts Borrowed in the Year 396,586,1.42
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28. TRADE AND OTHER PAYABLES

These comprise:

House deposits are amounts received from prospective house purchasers in respect
of the various housing schemes. The amounts are treated as creditors until the houses

are completed and handed over to purchasers.

Service charge is amounts payable by house tenant purchasers and other rental
property tenants to cater for maintenance of common areas and insurance of
properties against fire and perils.

The amounts due to contractors relate to amounts accrued in respect of the ongoing
and completed housing projects that are outstanding as at the reporting date.

2Ot9 /2O2O2O2O /2O2a

I(shs. I(shs.

789,365,577 480,779,527House Deposits
Ruai Police Housing
Developrnent Deposit 1.49,368,295

3,885,000Deposits frorn Gov. Agencies 3,885,000

75,739,528 70,105,1.O9Service Charge
341.,L58,657Due to Contractors 206,1.55,390

1.59,438,997Sundry Creditors 1.80,L1.4,491

83,355,756 56,838,290Prepayrnents

Affordable Housing 27,1.25,320
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29. CASH GENERATED FROM OPERATING ACTIVITIES

9'/.,,904,3L2 257,282,169Operating profit
Adjustments for items not involving

movement of cash

Depreciation

-Property, Plant & Equipment

(Note11 (a) ) 43,562,71.8 47,1'1.3,592

- Intangible Assets (Note 13) 2,905,341 3,451.,991

27,943,984 27,61.9,51.5- lnvestment Property (Note 14)

Realised gain on sale of TP

Houses(Note 23)

Unrealised gain on Sale of Tenant

Purchase Houses (Note 23) 19,803,687 24,828,1.40
'1.6L,074,797 '1.2,730,642Bad Debts Provisions (Note 7a )

Gain on disposal (Note 4) (72,227)

373,026,049

Operating profit before working
capital 347,122,612

Working capital adjustments:

(86,858,394)

Decrease/(lncrease) in debtors &

prepayments (1.05,062,755)

Decrease (Increase) in inventories 274,455,752 (1,700,034,235)

lncrease in creditors 1.06,753,498 327,754,372

Housing schemes in progess (79,460,384) 796,033,754

5,037,757

Decrease/ (Increase) in Loan amount

receivable (268,805,202)

201,723,868 (93',1,909,705)Working capital changes
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Long term loans include loans to Local Authorities, Rural Housing Loans and staff
loans. See Note 15.

30. CONTINGENT LIABILITIES

The Corporation is engaged in 3 disputes with some project contractors which are
currently under arbitration. The value of the claims made by the claimants is analyzed
as follows:

2O2O /2021, 201,9 /2O2O
I(shs. I(shs.

Tenant Prrrchase
L,894,067,728 2,a23,O78,O33Opening Balance

1,82,809,a75 44,556,833Advanced
(273,567,1,38)Redernption (267,455,803)

1,,894,067,728Closing Balance 1,,8O9,421,,aO1

Other Loans
Opening Balance 894,1,OO,L35 995,042,834
Adrranced 36,LL0,422 79,50L,552
Redernption (1,76,998,625) (L80,444,25a)
Closing Balance 753,2A1,932 894,AOO,L35
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NHC ARBITRATION MATTERS AS AT 3OTH IUNE 2021

No. PARTIES CLAIIVI/DISPUTE STATUS OF ARBITRATION
1 Mallof Africa -versus- NHC 60,457,218 Yet to be Determined

2 Custom General
Construction Ltd -vs- NHC

229,381.,524 Yet to be Determined

3 Tulsi Construction Limited -
V- NHC

'J.,31,0,097,864 Yet to be Determined

Total Claims ',..,599,936,606

i

31. RELATED PARTY TRANSACTIONS

(a) Principal loan balances for staff

The amounts outstanding (balances not due) on loans to employees of the corporation
are:

The loans classified as staff loans are amount advanced to staff at an interest rate of 3%

Per annum.

l

li
I

i

l

I

2020/2021 Kshs
Restated

2019/2020

Kshs
Tenant purchase loans 165,975,422 185,991,236

Staff loan
22,399,540 30,031,,359Car loan

2,76'1,,031 2,266,696Computer loan
377,119,799 401,,948,198House loan

Rural housing loan 38,074,626 45,417,728

4/!0,354,997 479,663,971Sub Total(staff loan)
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Tenants purchase loans are loans advanced to the corporation's staff under the same
terms as the general public at an interest rate of 13% per annum. These amounts are

included in the tenants purchase loans as detailed in note15.

All the loans have been advanced as per the terms prescribed in the terms of
employment and the corporation's regulation.

(b) Directors Expenses.

The directors' expenses were Kshs 7,042,913 (2019 / 2020 Kshs 13,638,433) as detailed in
note 7b.

(c) Remuneration of key Management

Included in the staff cost in note 6 is the salaries and benefits of top management as

follow:

201912020202012021

Kshs Kshs

8,891,774 8,663,678Managing Director
4,599,921Corporation Secretary 5,063,330

3,999,012 3,276,591General Manager Finance

4,382,861 4,424,438General Manager Estates

4,299,706 4,299,705General Manager Manufacturing
5,207,745 5,056,563General Manager Technical Services

2,463,1212,178,661General Manager Business Development

3,1.43,309 3,065,743Internal Audit Manager

5,436,929 5,436,929Inf ormation Technolo gy Mana ger
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32. FINANCIAL RISK MANAGEMENT

The Corporation's activities expose it to a variety of financial risks. These include
credit and liquidity risks and effects of changes in foreign currency. The
Corporation's general risk management plan focuses on volatility in the business
environment and seeks to minimize the potential unfavorable effect of such risks
on its performance by setting acceptable levels of risk. The company does not
hedge any risks and has in place strategies to ensure that credit is only extended to
customers with a well-known credit history.

The company's financial risk management objectives and policies are detailed below:

(i) Credit risk

NHC is exposed to credit risk, which is the risk that a customer will be unable to pay
amounts in full when they fall due. Credit risk is the potential that a borrower will
fail to meet his obligation in accordance with the agreed terms. The Corporation
mitigates against such risks through insuring the loanee against death and by
carrying out credit risk control appraisal before issuing loans.

The amounts presented in the statement of financial position are net of allowances
for doubtful receivables, estimated by the company's management based on prior
experience and their assessment of the current economic environment.

A provision for bad debts has also been provided for Rural Housing Loans at the
rate of 20% and 5% on rent debtors. No provision has been provided for local
authority, staff, tenant purchase loans and outright sale debtors, as the debts are
secured on the properties.

(ii) Liquidity risk management
The Corporation manages its short, medium and long-term funding and liquidity
requirements through continuous monitoring of forecasts and actual cash flows.

(iii) Market risk

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

Market risk is the risk arising from changes in market prices, such as interest rate,
equity prices and foreign exchange rates which will affect the entity's income or the
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value of its holding of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while
optimizing the return. Overall responsibility for managing market risk rests with the
Audit, Risk and Compliance Committee.

There has been no change to the entity's exposure to market risks or the manner in
which it manages and measures the risk.

(iv) Foreign currency risk

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

Currently the Corporation does not have any foreign currency denominated monetary
assets and monetary liabilities.

(") Interest rate risk

Interest rate risk is the possibility that the value of an investment will decline as the
result of an unexpected change in interest rates. The company's interest rate risk arises
from bank deposits. This exposes the company to cash flow interest rate risk. The
interest rate risk exposure arises mainly from interest rate movements on the
company's deposits.
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