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l. Acronyms and Delinition of Tcrms

AFD
CBK
Comparative F'Y
CPCT
DPW
GRC
ICPAK
IDA
IPSAS
KISIP 2
LICW
LP&LUDPs
NPCT
NT
PFM
PSASB
RAP
RIM
SEC
SGBV
WB

French Development Agency
Cenlral Bank of Kenya
Financial year pleceding the cunent financial year
County Project Coordination Team
Digital Public Works
Grievance Redress Comnrinee
Institute of Certified Public Accountants of Kenya
International Development Association
Intemational Public Sector Accounting Standards
Second Kenya Informal Settlement Improvement project
Labour Intensive Cash for Work
Local Physical and land Use Development plans
National Project Implementation Team
National Treasury
Public Finance Management.
Public Sector Accounting Standards Board
Relocation Action plan
Registry Index Map
Settlement Executive Committee
Sexual and Gender Based Violence
World Bank
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2, Project Information and Overall Performance

Name and registered office

Name

The project's official name is Second Kenya Infonnal Settlement Improvement Project

Objective

The key objective of the project is to improve access to basic services and tenure security

of residents in parlicipating urban informal settlements and strenglhen institutional

capacity for slum upgrading in Kenya.

Address

TheprojectheadquartersofficesareinNairobiCityCounty,Kenya.Theaddressofits

registered office is 2nd Floor, Ardhi House, 1st Ngong Avenue'

Contacts: The following are the project contacts

P. O. Box 30119,00100
Nairobi
Email : kisip2info@housingandurban. go

Website : r,,u,u'.holtsi n gaudttt'ban. go.ke,
.ke
rvww.kisi o.l<

1
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Project Start Date 15.02.2021

15.12.2028

Mr. George Arwa

Project Development Partncr' IDA. AFD. EU

Project information and overall perlbrmance (continued)

2.2 Project lnformation

2.3 Projcct Overvicrv

IDA 67590 Pr67814, AFD C2210

The strategic goals of the projecr are as follows:
(i) Integrated settlement upsrading
(ii) Socio-economic inclusion planning
(iii)lnstitutionai capacity development for slum

upgrading

Line Ministry or State

departments/ County

Department

Project numbel'

The project management aims to achieve the goals thr.ough
the following means:

(i) Improvernent of social and physical infrastructure e.g.
roads, lirotpaths, street lighting, drainage and parks

(ii) Targeted socio-economic inclusion of venerable
groups in community development plans.

(iii)Development of national geospatial data for informal
settlements, national and county specific strategies.

Other imporlant backglound
information of the project

The infrastructure upgrading component of the project is
devolved to 23 counties

Areas that tl're project was

forrned to intervene

Pro.ject clulation 7 Years

Project End Date:

Project Coordinator':

Strategic goals ofthe project

Summary of Project

Strategies for achievement of
strategic goals

The project was formed to intelene in the following al.eas:
(i) lack ofsecurity oftenure
(ii) lack ol physical infrastructure e.g. roads. fbot paths.

lighting, water, sewer and waste disposal

State Department for Housing and Urban Development
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Project Information and Ovcrall Performance (Continued)

2.4 Bankers

The follor,r'ing are the bankers lor the project

Designated account Central Bank ol Kcnya
Head Office.
Account No. 1000487569
Account No. 1000487698
AccountNo. 1000497203
AccountNo. 1000660783

AccountNo. 1000660791

AccountNo. 1000741511

Project Account Cooperative Bank of KenYa

Upper Hill Branch
Account No. 01 141 1641 36100

Account No. 01 141 164165900

Account No. 0i I 41 1641 65800

Stanbic Bank
Upper Hill Branch
01000143 52125
0100014352168

2.5 IndependentAuditor

The project is audited by the Auditor General

Office of the Auditor General
Anniversary Towers, University Way

P.O. Box 30084
Nairobi
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2.6 Roles and Responsibilitics

2.7 Funding summary

-lhe 
Project is for duration of seven ),ears froln 2021 to 2028 with an approved budget of

Euros 190.32M equivaient to Kshs 26,375,200,000 as highlighted in the table below:

George Arwa Project Coordinator
SDS Physical
Planning

MA Environmental
Management, Bsc
Land Survey, BA
Urban Planning ISK,
AAK

Overall programlne
coordination.

Stella Gitimu Deputy Coordinator
and Head of
Component 4

DD Slum Upgrading

MBA, BA Land
Economics ISK

Manage component 4

activities and overall
coordination.

Celestine
Wanjala

Head of Component
l.l
AD Cartographer

MA Planning, B-Tech
Geoinformation, ISK,
KIP

Manage component
1.1 activities

Zenal'r Kr.rrui I{ead of Component
2

DD Slum Upgrading

Msc Project Mgt, BA
Urban and Regional
Planning, KIP

Manage comp 2

activities

Elias Ragalo Head of Component
J

DD Slum Upgrading

MA Environmental
Mgt and Planning

Manage comp 3

activities

Martha
Namusonge

Head of Component
t.2
DD Estates

Msc Project Mgt,
B/land scape Arch,
AAK, PMP

Manage component
I .2 activities

Wagura Theuli Project Accountant
AD SUD

MA, BA (Econ),
rcPA(K)

Financial
Management

Names Title

designation

Key

qualification

Responsibilities
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Project information and overall performance (continued)

Below is the funding summary:

A. Source ofFunds

European Union

IDA

AFI)

(i) Crant
529,03t,7753,800,00093,968,22s650,000623,000,0004,450,000

( ii) Loan

2,105,072,28318,9r0,il515,729,527,7 t7108,479,885
r7,834,600,000127,390,000

3,546,5t2,32926,274,8502,7 53 ,48'7 ,61 It8,725,150.466,300,000,00045,000,000

( iii) Cou nterpart
funds

r,187,275,8359,986,280430,324,1653,493,720r,6 r7,600,00013,480,000Governtnent of
Kenya

1,367,892,22358,971,24519,,007,307 ,,777l3 I ,348,75526,375,200,000190,320,000Total

vll

!

t-

J(s/rs

6)-(B't(A):(B)(A)

'Kstis

Sourds ot funds Douor, Conitnitinenl:

'.po11bJ*9r1.liencyDontir..Citriiiict,

(B) (B')

Urrdiaivh brlance 1o date (30 o6
. -:, . .... . .2025) .

Amounr rbceivbrl torditii.:i3b 06'
,,...,' _.,...2b25)- r .,r-:,;,

Dortdr:. ' ". 
'': '

iiurrinq:(Eu rbs)

(A)
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lPr<l.iect information and overall performance (continued)

ii. Application of Funds

(i) Grrnt

. Fiulopean Union

( ii) Loarr

IDA

AIIt)

( iii) Counterpart fu nds

Covernnrerlt of Kerrya

Total

650.000 93,968,225 ll 4,465 649,969 93,963,760

t08,479,885 15,729,527 ,7 t7 r06,688,997 r5,460,039,878 t,790,888 269,487,838

t8,725, r50 2 ,7 s3 ,487 ,67 t r 8, r48, r06 2,669,748,434 577,044 83,739,237

3,493,720 430.324.165 2,893,845 401 ,750,68 I 599,87 5 28,573,484

l3 r,348,75s 19,007,307,777 127,730,979 I 8,531 ,543,459 3,617 ,77 6 47 5,764,,319

I

I

vlll

Amount rcccivcd.to tlate - (30 06

, Dottbr
cuf rcrtq,

'Kshi

Curnulative,,\mourrt paid to datc -:, ' .' (30th Jrinc 2rJ25)

Dotio:r currenq, Kshi

Unttilizcd b:rhnce to date (30 06
.i ;. i ' :.' 2025\

Dbnor cur.rcncy Kshs

(A) (A) B (B') (A):(B) (A')-(8',)
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Project information and overall performance (continued)

2.8 Sumnnry of Overall Proiect Performonce:

i) Bttdget pet formance ctgctinst actltctl un',ottnts for the ctn'rent year and ./br

cumttlatit'e to-date,

During the year under review. the Project received Kshs 10,257.045,108 and incurred

expenditure of Kshs 10.493,995,378. The cumulative receipts and expenditures are Kshs'

lg,OO7,3O7,7 77 and Kshs. I 8'53 1,53 8,994 respectiveiy'

Receipts & PaYments Utilization

Revenue Utilisation Bar ()raPh

12,000,000,000

10,000,000,000

8,000,000,000

5,000,000,000

4,000,000,000

2,000,000,000

11,100,000 78,076,883
Receipts in Kshs Million

712,714,589
loo,ooo,oo@3,9 68,22s r40,oo0,00cBs,000,000

Proceeds from Receipts from Loan from External Fund Balance B/F

Domestic and Foreign Government of Kenya Development Partners

Grants

Payment Utilization Bar GraPh

r Final

Budget

9,000,000,000
8,000,000,000
7,000,000,000
6,000,000,000
5,000,000,000
4,000,000,000
3,000,000,000
2,000,000,000
1,000,000,000

Payments
in Kshs Million

7,489,098,310
7,756,696,1L5

Final Budget

300,091,rJ& o1l

2.7t2.960
3,091,465;913'

Use of goods

and services
Compensation
of employees

Transfers to
Other

Government
Entities

Other Gra nts

and Other
Payments

Social Security
Benefits

Acquisition of
Non-financial

Assets

1\

156

rr-
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ii) Pltysical progress based on outputs and outcontes since project comnwncement

During the leporting period, KISIP 2 rnade signilicant milestones in implementation olproject

activities. llnder the component 1.1 Land Tenure Regularization, the key achievements during the

year under review include; finalization ofground survey and beaconing and published the Notices

for cornpletion for Local Physical & Land Use l)evelopment Plans tbr all settlements under the

initial four contracts, Participated in various stakeholders' engagement workshops for the

presentation of the Draft Local Physical & Land Use Development Plans & final lists of

beneficiaries in Tana River, Kilifi, Taita'l-aveta, Kiambu, Makueni, Machakos, Homa Bay, Trans

Nzoia, Bungoma, West Pokot, and Tharaka Nithi counties; Participated in the presentations of the

socio-economic survey findings to the counties and communities; Obtained approval of 30No.

Local Physical &Land Use Development Plans. In addition, (13No.) settlements survey plans for

in West Pokot, Homa Bay, Machakos, Makueni, Tharaka Nithi and Taita Taveta were submitted

to the Director of Survey; A Land Information System (LIS) was also formed for all these

settlements. As part of next steps, the project carried out Assessment and verification of the next

batch of settlements (Phase IIB & IIC respectively) in Kwale, Tana River, Nakuru, Marsabit,

Laikipia, Wajir, Kisii, Uasin Gishu, Turkana, Baringo, Machakos, Embu. Nyeri, Kirinyaga

counties;

Under component 1.2 Infrastructure Upgrading, pleparation of Infrastructure Upgrading Plans,

Detailed Engineering Designs and Procurement Documents of Infrastructule improvement Works

in all selected Informal Settlements was completed; the designs led to procurement by county

govemments of upgrading works valued at combined cost of Kshs l5 Billion across all the 23

implementing counties. The contracts are at various stages of implernentation. In addition,

implementation of City-Wide Inclusive Sanitation (CWIS) in Malindi - Several consultative

meetings between the County, NPCT, MAWASCO, WB and WASP were held to discuss the

progress by MAWASCO and ploposal on additional 100 toilets t}om an initial 100 toilets.

Under Component 2, Social Economic Inclusion, submission of Community Development Plans

including sub-action namely Socio-Economic Inclusion Plans: Community Investrnent Plan: and

Solid Waste Managernent ibr Nairobi ancl Nakuru Counties (8No. Settlernents) and Kisumu and

I(al<amega Connties ( I I No. settlements) was done. These Conirnunitv Development Plar.rs r.r,ill be
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irnplemented i11 phases. Socio-economic surveys and analysis to identity community issues were

uldertakel in settlements benefiting fiom CDP. The target settlements are Majaoni, and Likoni

2011 in Mombasa County; Foft Jestts, Kiang'ombe and Bosnia in Kiambu County; and Mwanzo

and Kipkaren in Uasin Gishu. Subsequently, Community Development plans (CDPs) for the seven

settlements were prepaled and presented to the stakeholders fot' review and ownership'

Prioritization and co-designing of community projects/ investments sub-projects for six informal

settlements advanced in Kilifi, in readiness for implementation. Other conversation on skills

enhancement of beneficiaries in collaboration with National Youth opportunities Towards

Advancement (NYOTA).

In Component 3, Institutional capacity Development for Slum Upgrading, the final Slum

Upgrading and Prevention Strategy was developed and approved by the Accounting oflicer and

adopted by the Cabinet Secretary. It is being disseminated in the county governments' 25 No' of

county specific strategies ale in the development process' Mapping of slums and informal

settlements commenced in 33 counties.

Under Component 4, Program Management, there was continuous support in key aleas as

envirorunental and social safeguards and monitoring and evaluation. NPCT continuously carried

out consultative engagements with project stakeholders under various thematic areas. The key

stakeholders engaged were County teams and the community through the Settlement Executive

Committees (StlC) and Grievance Redress Committees (GRC)'

Infurmal Settlement Improventent Projecl
otttl Fittoncial Stalements for the Jinoncial y

xl

iii) Absorption rate.for each year since the commencemenl of the proiect

The project is on the fourth year of the implementation period; absorption rate has picked up in

the FY 2024/2025 as the bulk of the civil works continue to be implemented and most

procurements completed. The absorption has been hampered by constant delay in disbursement to

implementing agencies due to in-country legal bottlenecks. The absorption rate per annum exhibits

that of a notmal construction project with a negative-skewed distribution picking to the maximum

in the year under review as per the table and figule belolv'
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FY Absorption Rate P.A Cumulative rate

2O2r/2022 0.00 0o/o

2022/2023 0.08 8%

2023/2024 o.22 30%

2024/2025 0.40 70%

202s/2026

80%

70%

60%

50%

40%

30%

20%

70%

o%

Absoption Rate

2022/2023 2023/2024 2O24l2O2s

- 
Absoption Rate p.A .---.--Cu mmu lative rate

2021/2022 2025/2026
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it,) Irnplemenlcrtion chullenges and the recomnrcntlatiott's

Avoid deiays in preParation and

environmental and social safegu
approval of
ard requirements for

commencement of Works.
The counties must provide sufficient budget to cover

the cost of RAP
The County Government Additional Allocati
needs to be assented to early enough in the fi

on bill
nancial

year to avoid the counties facing cash crunch for most

ol the ear

Sumnnry of Proiect ComPliance:

The Program has ensured that all its activities carried out are within the laws of the Republic

of Kenya and that all regulations and procedures have been fbllowed. Among the regulations

include the Environmental and Social Impact Assessment (ESIA) tbr which authority was

issued for the implenrentation of the project. In cases of inconsistency between the GOK

Regulations and those ofthe donors, the latter have been applied'

Recommendations

offast-tracking approval as per the agreed timelines'

The Project has embarked on training of the various

key staff's who provide technical support to the project

in the counties.

NPCT engaged the cour.rcil of Governors on the needSlow statutory aPProval of
LP&LUDPs by CountY
Assemblies.

lnadequate CountY commitment
to support Project activities
dela ln

Sensitize the counties on the need to maintain a

dedicated project team throughout project

implementation.
Continuous sensitization and training of CPCTs

a

a

Changes in CPCl's comPosition

caused gaps and disruPtions in

flow of information therebY

causing delays on f'eedback from

CPCT tO NPCT
Delays in implementation of
RAP

Funds flow process delaYing
disbursable amounts to counties
posing cash flow challenges for
the works contract.

xill

2.9

consultants' actious.
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3. Statement of Performance against Project,s Predetermined Objectives

Introduction

Section 81 (2) (l) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Oflicer when preparing financial statements of each

National Govetntnent Project in accordance with the standards and formats prescribed by

the Public Sector Accounting Standards Board includes a statement of the national

government Project's performance against predetermined objectives.

The key development objectives ofthe project are to:

1. To improve access to basic infrastructure seryices fbr residents in participating

urban informal settlements

2. To improve tenure security of residents in participating urban informal

3. To strengthen institutional capacity for slum upgrading in Kenya.

Progress on the attainment of strategic development objectives

To inrplement and cascade the above development objectives to specific sectors, all the

development objectives were made specific, measurable, achicvahlc. realistic, and tilne-

bound (SMART) and convefted into development outcomes. Attendant indicators were

identified to track progress and performance measurement.
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Below, we provide the progress on attair.ring the stated objectives

Proiect Ob.iective Outcomc Indicator Pcrlb rm a nce

Infiastructure
upgrading

To implove
access to
basic
services

Improved
access within
urban areas

to improved
infrastructure
sen'ices

An estimated 309,743

no of people benefrting
upgraded infi'astructttre.
821150 floodlights and

2,17 612000 street lights
installed in 36/11Okm
footpaths, 65/l l0kms of
roads to biturnen,
74.3/11Okm of
drainage, 496131,300
water connections, and

3261358 vending
platforms completed in
98 informal settlements
across 23 counties.

Tenure
security
enhancement

To improve
tenure
security of
residents in
participating
urban
informal
settlements

Enhanced
ownership of
land to pave

way for
infrastructure
and housing
development

People benefiting
from enhanced
security of tenure
under the project,
by gender

Develop
National and

County
specific slurn
upgrading
policies

l'o
strengthen
institutional
capacity for
slum
upgrading in
Kenya.

Improved
access to
drainage
infrastructure
within
settlements

No. of counties
where upcoming
County
Integrated
Development
Plans include
slurn upgrading
strategies
developed under
the project
Countrywide
mapping of
slurns and
informal
settlements

The national slum
upgrading strategy was

approved and 20 across
20 counties no of
county specific
upgrading strategies
have been develoPed

and completed.
National mapping of
slums and informal
settlements is cun'entlY
ongoing at60Yoto
cornpletion.

x\

People provided
with improved
urban living
conditions under
the project, by
gender

135,000 no ofpeople
from 152 settlements
spread across 27
counties set to benefit
from titles with an

expected issuance of
30,000 titles. 80 out of
l52LP&LUDPS were

approved and 37 RIMs
amended
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Environmental and Sustainability Reporting

KISIP 2 exists to translbrm lives. This is our purpose; the driving fbrce behind cvery.thing

we do. It's what guides us to deliver our strategy, which is founded on thtee pillars: putting

the custotnet/Citizen frrst, delivering relevant goods and services, altd improving operational

excellence. Below is a brief highlight of our achievements in each pillar:

1. Sustainability strategy and profile

KISIP is being implemented in the lastest growing urban areas in Kenya which have

witnessed increased number of people living and working in informal settlements. The five

major urban areas per population and contribution to the GDP are: Nairobi, Mombasa,

Kisumu, Eldoret and Nakuru. Mombasa works were completed and handed over by II.E

President on 5th January 2017 . Works in the Co

unties of Nairobi, Nakuru, Kericho, Kisumu, Machakos, Embu, Kitui have been completed.

As a result of KISIP, 1,389,980 peopie are currently benefitting from KISIP interventions,

of which 694,990 are females. The ulban transition is well under way in Kenya and

urbanization is projected to continue to grow at a rapid pace. Devolution will furthel speed

up tl.re rate of urbanization for the country. Due to the growth and entrenchment of

devolution, the urban areas of Nakuru and Eldoret are currently being prepared to assume

city status, which will increase Kenyan cities from three to five: Nairobi, Mombasa, Kisumu,

Nakuru and Eldoret. KISIP has intervened in all the rnajor five urban areas and hence

supporting efforls aimed at sustainable urbanization. The urban transition in Kenya will play

an irnpoltant role in determining the country 's growth prospects and social stability. KISIP

was formulated to bridge and contribute to improving the living conditions of people living

in informal settlements in Kenya and rnake urban areas rnore liveable.

2. Environmentalperformance

The project developed and implements an effective Environmental and Social Management

Framework. This has facilitated resettlement of project alfected persons including

resettlement of structures and businesses. Compliance with the enr,,ironmental policies and

concelrls ale addressed through enviromnental impact assessments (EIAs), which further

have the plovisions for an eff'ective Envilonmental Management Plans (EMP) to ensure

sustainability of the KISIP plojects. Additionally. nrrder the Labour'-lntensive Cash tbl

Work activilies. tr-uthel saf'eguarcl plotocols wele developed fol the implementation of the

4
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LICW/DPW programme. 'fhese have continued to be used even under the GoK tinancing of

the digital public works of the programme.

3. Employee welfare

Projects implernented adherecl to the provisions of the Occupational Safety and Health Act

of 2007,(OSHA) and have enfbrced tl,e sarne in construction and office envirorunents in

collaboration with thc relevant agencies. Contractors are instructed to adhere to its provisions

and also show evidence of compliance with the same'

The Public Service Commission (PSC) is in charge of hiring staff on behalf of MDA's' All

staff are appraised on a yearly basis. Training is given especially for courses required for

promotion or career Progression.

The State Department conducted training projections at the beginning ofevery financial year

to guide the Human resource deparlrnent in nominating and selecting officers for training'

Additionally, due to the dynamic nature of the economy the department undertook steps to

proactively engage staff in training to ensure their skills conforms to the current needs' Staff

performance appraisal is done annually to ensure that productivity meets the required

standards upon which employee with exemplary performance

promotions.

arc given priority for

4. MarketplacePractices-

The project's efforts in the to enhance progressive market practices are outlined below:

a) Responsible Supply chain and supplier relations-

The State Department proactively engaged stakeholders to ensure vital flow of

information regarding payments. This ensures that accountability and transparency

in procurement of goods and services is maintained between the involved parties'

Upon completion of a project, the department ensures timely issuance of the

completion certilicate. The project strives to attain healthy cashflow to ensnre prompt

payment of suPPliels.

xvl I
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b) Responsible ethical practices

The State depaftment ensured t'air cornpetition amollg the bidders while issuing the

tenders. The bidders are evaluated on set guidelines and given equal opportunity

The State Department for Ilousing and Urban Development has a Comuption

Prevention Cormnittee in place whose functions amongst others include:

. Setting priorities in the prevention of corruption within the State Departrnent

. Planning and coordinating conuption prevention strategies

. Integrating all corruption preventioll initiatives in the State Deparlment

. Receiving and reviewing reports on corruption repofls made by staff and other

stakeholders. Evidence of concrete measures taken rnust be made available and

referrals to other agencies well documented.

. Spearheading corruption prevention campaigns within the State Departments

. Monitoring and evaluating the impact of corruption prevention campaigns within

the State Department

c) Regulatory impact assessment

'l'he project has a robust safeguard mechanism to safeguard citizen and stakeholder's rights.

A rnanual was developed in consultation with the participating county governments and

the lenders. Dissemination of the manual has been done across participating counties for

implemcntation.

5. CommunityEngagements

The project promoted the activities that enhance community engagement. collaboration and

social inclusion as part of the KISIP 2 core activities. In the year, the project builds a school

fence in Kasarani settlement in Naivasha to promote school land protectioll, child safety and

school security also, in several settlements in Kisumu, Homa Bay, Nyamira arnong others,

the project promoted HIV/AIDs and public health awaleness. hr Kilifi and Nairobi, the

project also prornoted SGBV sensitization and community awareness. the project will build

on the lattel especially in Kilifi and Mornbasa to suppolt community linkages with SGBV

saf'e spaces.
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5. Statement of Project Management Responsibilities

The Principal Secretary tbr the state Department for Hor-rsing and Urban Development and the

Project Coordinator for Second Intbrmal Settlements lmprovement Project are responsible for the

preparation and presentation ofthe Project's financial statements, which give a true and fair view of

the state ofaft-airs ofthe Project for the financial period ended on June 30, 2025'

This responsibility includes (i) Maintaining adequate financial management arrangements and

ensuring that these continue to be eff'ective throughout the reporting period, (ii) Maintaining

proper accounting records, which disclose with reasonable accuracy at any time the financial

position of the project, (iii) Designing, implementing and maintaining intemal coutrols relevant

to the preparation and fair presentation ofthe financial statement, and ensuring that they are ti'ee

from material misstatements, whether due to error or fraud,(iv) safeguarding the assets of the

project, (v) Selecting and applying appropriate accounting policies and (v) Making accounting

estimates that are reasonable in the circumstances'

The Principal secretary for the state Department for Housing and Urban Development and the

project Coordinator for Second Informal Settlements Improvement Project accept responsibility for

the Project's financial statements, which have been prepared on the accrual basis method of financial

reporting, using appropriate accounting policies in accordance with lntemational Public Sector

Accounting Standards.

The Principal Secretary for the State Department for lJousing and Urban Development and the

Project Coordinator for Second Informal Settlements Improvement Project are of the opinion that

the project,s financial statements give a true and fair view of the state of the Ptoject's transactions

during the financial year ended June 30, 2025, arld ol the Ploject's financial position as at that date'

The Principal Secretary tbr the State Department for Housing and ljrban Development and the

Project Coordinator tbr Second Informal Settlernents Improvement Project further confirm the

completeness of the accounting records maintained fbr the Project. which have been relied upon in

the preparatior.r of the Project financial statements and the adequacy of the systems of internal

tinancial control.

The Principal Secretary for the State Deparlment for Housing and Urbarl Development and the

Project coordinator confirm that the Project has complied fully with applicable Govetnment

Regulations ar]d the terms of extemal financing covenants and that Project funds received during the

financial year under audit were used for the eligible purposes for which they were intended and '"vere

properly accounted tbr.
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Approval of thc Project Financial Statemcnts

The Project financial statements were approved by the Principal Secretary for the State Depafirnent

for Housing and Urban Development and the Project Coordinator for Second Infonnal Settlement

Improvement Project on -tho tlovo bor, 2025 and signed by them

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

Name: George Anva
Project Coordinator
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REPORT OF THE AUDITOR.GENERAL ON SECOND KENYA INFORMAL
SETTLEMENT IMPROVEMENT PROJECT IDA CREDIT NO.6759 AND AFD CREDIT
NO. CKE 1188015 FOR THE YEAR ENDED 30 JUNE, 2025. STATE DEPARTMENT
FOR HOUSING AND URBAN DEVELOPMENT

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on LaMulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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 ofthe Auditor-Ceneral onJinancial stalements ofSecond Kenya Informal Settlemenl Improvement Projert ''
Credit No.6759 and AFD Credil No.l l880lSfor the year ended 30 June, 2025 - State Department for P
Urban Development

PREAMBLE

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



I

I have audited the accompanying transitional IPSAS financial statements of Second
Kenya lnformal Settlement lmprovement Project set out on pages 1 to 32, which comprise
of the statement of financial position as at 30 June, 2025 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts lnsert as appropriatel 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 PublicAuditAct,20l5. lhave obtained all the information and explanations
which to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of Second Kenya lnformal Settlement lmprovement
Project as at 30 June, 2025 and of its financial performance and its cash flows for the
year then ended, in accordance with Transitional lnternational Public Sector Accounting
Standards (Accrual Basis) including the transitional provisions permitted under IPSAS 33
and comply with the Financing Agreement No.6759 and CKE 118801S between the
Republic of Kenya and lnternational Development Association (lDA) and African
Development Fund (AFD) dated 17 August, 2O2O and 15 December,2022 respectively
and the Public Finance Management Act, 2012; and The NationalTreasury and Economic
Planning Circular No.3 of 14 April,2025.

ln addition, the special accounts statements present fairly, transactions for the year, and
the closing balance have been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Second Kenya lnformal Settlement
lmprovement Project Management in accordance with ISSAI 130 on the Code of Ethics.
I have fulfilled other ethical responsibilities in accordance with the ISSAI and in

accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total revenue final
budget and actual on comparable basis amount of Kshs.11,148,162,028 and
Kshs.10,969,759,697 respectively resulting to budget funding of 98%. However, the

Report ofthe Auditor-General onfinancial statements ofSecond Kenya lnformal Settlement lmprovement Project IDA
Credit No.6759 and AFD Credit No.l l880lS for the year ended 30 June, 2025 - State Deparlment for Housing and
Urban Development
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oREPORT ON THE FINANCIAL STATEMENTS

Opinion



statement reflects use of goods and services final budget amount of Kshs.3,091,465,913
and actual on comparable basis of Kshs.2,712,960,156 resulting to budget under-
utilization of Kshs.378,505,757 or 12o/o of the budgeted expenditure. The under-
absorption was due to late procurement of consultancies under AFD loan and grant. The
under-utilization may have negatively affected the Project's planned activities.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the prior year audit report, one issue was raised under the Report on LaMulness and
Effectiveness in Use of Public Resources. This includes failure to transfer funds to Project
special purpose account. Review of the status during audit of the Project in 202412025
revealed that the matter remained unresolved.

Other lnformation

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matter described in the Basis for Conclusion on

Report of the Auditor-General on/inancial statements ofSecond Kenya lnformal Settlemenl lmprovement Project IDA
Credit No.6759 and AFD Credit No.l l880lSfor the year ended 30 June, 2025 - State Department for Housing and
Urban Development
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The Management is responsible for the Other lnformation set out on page iii to xx which
comprise of Project lnformation and Overall Performance, Statement of Performance
Against Project's Predetermined Objectives, Environmentaland Sustainability Reporting
and Statement of Project Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Project's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenarise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation. I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.



LaMulness and Effectiveness in the 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.

Failure to Transfer Project Funds from County Revenue Fund to Projects Special
Purpose Account

The statement of financial performance reflects transfer to other Government Entities of
Kshs.7,489,098,310. The funds were transferred and received in the respective County
Governments County Revenue Fund (CRF) Accounts as disclosed on Note 11 to the
financial statements. However, it was noted that three (3) County Governments namely
Kiambu, Nairobi and Taita Taveta County Governments did not transfer funds of
Kshs.264,543,092, Kshs.260,000,000 and Kshs.26,321,755, respectively all amounting
to Kshs.550,864,847 to the Project's Special Purpose Accounts.

Management stated that this was occasioned by late signing of the County Government
Additional Allocation 4c|2025 which was done on 13 May, 2025 and the subsequent
assenting of the supporting Supplementary Budget No. 3 on 23 June, 2025, which was
very close to the end of the year and some counties were locked out of lntegrated
Financial Management lnformation Systems (lFMlS) before the transfers could
materialize.

ln the circumstances, the Project may not achieve its goals since the funds were not used
for the intended purpose. There was no value for money on the funds not transferred.

ln the circumstances, Management was in breach of the Project Appraisal document
Annex 5 on detailed financial Management arrangement number 8 of the Financing
Agreement which requires every County to open a Project Specific Special Purpose
Account (SPA)from which all Project payments will be made.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Report ofthe Auditor-General onfinancial statements ofSecond Kenya Informol Settlement Improvement Project IDA
Credit No.6759 and AFD Credit No.l l880lS for the year ended 30 June, 2025 - State Department for Housing and
Urban Development
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Basis for Conclusion



Basis for Conclusion

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 controls, risk management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

As required by Financing Agreement No. 6759 and CKE 118801S between the Republic
of Kenya and lnternational Development Association (lDA) and African Development
Fund (AFD)dated 17 August, 2020 and 15 December,2022 respectively, I report, based
on my audit, that:

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

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

Basis for Conclusion

The Financing Agreement requires that I report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Project's compliance with laws and regulations. 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 those Charged with Governance

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

Reporl of the Auditor-General onJinancial statements ofSecond Kenya Informal Settlement Improvement Project IDA
Credit No.6759 and AFD Credit No.l l880lS for the year ended 30 June, 2025 - State Department for Housing and
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Adequate accounting records have been kept by the Project, so far as appears
from the examination of those records, and,



ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. 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 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Report ofthe Auditor-Ceneral onfinancial statements ofSecond Kenya lnformal Settlement Improvement Project IDA
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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
comply with the authorities which govern them and that public resources are applied in
an effective way.



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

FCPA a , CBS

Nairobi

26 November,2025

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.

AUDITOR-GENERAL

Report ofthe Audilor-General onfinancial statements ofSecond Kenya lnformal Settlement lmprovement Project IDA
Credit No.6759 and AFD Credir No.l l880lS for the year ended 30 June, 2025 - State Department for Housing and
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7. Statement of Financial Performance for the Year Ended 30th June 2025

Notes w 2024t2025

Revenue Transfers 6 10,257 .045,108

Miscellaneous Revenue 7

Total revcnue 10,257,045,108

Expenses

Use of goods and services 9 2,7 1t ,815,852

10 61,53 5,1 6 r

Tr ansfer to othel' Government Entities

Other Tlarrsfers/Su bsidies/Grants

1l 7.489,098,3 l0

t2

Certified Works

10,262,449,323Total expenses

Other gains/(losses)

Gain/Loss on sale of assets l4

Gain/Loss on foreign exchange transactions

Irnpairnrerrt loss l6

Surplus/ (deficit) (5,404,215)

The accounting policies and explanatory notes to these flnancial statemenis 3:'e an integl'al parl of
the fi nancial statements M

Name: Charles M. Hinga, CBS, CA(SA) Name: George Anva Name: Wagura Theuri
Principal Secretary Project Coordinator Pr.oject Accountant

ICPAK Member No: 13047

of tronsttion )

Kshs

Reve n ue

Employee costs 8

Depreciatiorr and arnortizatiorr expense

t3

t5
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8. Statcment of Financial Position as at 30tt'June 2025

The financial statements were approvedon 2025 and sis.ned bv:

@,--
Name: Charles M. Hinga, CBS, CA(SA)

Principal Secretary

Name: George Anva

Project Coordinator

Name: Wagura Theuri

Project Accountant

ICPAK Member No: 13047

2

Asscts

Current Assets

712,1 14,58947 5,7 64,319t'1Cash and Cash equivalents

t8Receivables

l9lnventories

20 |.144.304Prepayrnent
712,114,589476,901],622Total Current Assets

Non-Curre nt Assets
120,886,1)9351,288,4902lProperty, Plant and EquiPlnent

22Intangible Assets
120,886,739351,288,490Total Non- Current Asscts
833,601,328828,197,1l3Total Assets (a)

Liabil ities

Currcnt Liabilities
z.t'I'rade and Other Payables
.,' 

AThild Party Deposits

25Deferled lnconre

'f otal Cu rrent Liabilities

Total Liabilities (b)
833,601,J28828,I97,1l3Net Assets (a-b)

Represented By:
833,601,328828,197,1 13Accurnulated Surplus
833,601,328828,197,1l3Total Net Assets

*G-,.,e=.

1T July 2024Fy 202412025Note

KshsKshs
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9. Statemcnt of Changes in Net Assets

The accounting policies and explanatory notes to these financial statements fomr an integral part
ol the financial statements.

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

Name: George Anva
Projcct Coordinator

-r,'t-

Name: Wagura Theuri
Project Accountant

ICPAK Member No: 13047

Description Accumulated Surplus

Kshs

As at 30th June 2024 (Cash Basis) 712,714,589

Adjustments

Asset Recognition t20.,886,739

Liabilities recognition

As at lst July 2024 833,601,328

828,197,1l3As at 30th June 2025

The financial statements wel'e approved on 6{h No,romtor, 2025 andsigned by:

Surplus/(Deficit) for the year (5,404,215)
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10. Statement of Cashflow for the year ended 30tl' June 2025

Cashflolv from operating activities

Rcceipts
t 0,257.045,1086

Revenue Transf'crs

Miscellaneous Revenue
10,257,045,108Total receipts

Payments
8Employee costs

2,712,960,1569
Use of goods and services

7,489,098,3 l0llTransfer to other Government Entities
t2Other Transfers/Subsidies/Grants
l3Certified Works

10,202,058,466Total payments
54,986,64226Net cash flow from operating activities

Cashflow from investing activities
(291,936,912)2lAcquisition ofl non-financial assets

2lProceeds from sale of Assets

22uisition of lntangible assetsAcq

(291,936,912)
Net cash florvs from investing activities

Cash flow from financing activities

Net cash flow from financing activities
(236,9s0,270)

Net incr ease/I)ecrease irr cash and cash equivalents
712,714,589t1Cash and cash eq uivalent at I't JulY 2024
475,764,319t7Cash and cash eq uivalent at end June 2025

4

FY 202412025NoteDescription
Kshs
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tr I' Statement of Comparison of Budget and Actual Amounts for the Year ended 30il,June 2025

Kshs Kshs Kshs Kshs Kshs

lludget Carry Overs from previous periods

llece ipts

RcvenLre Tlansfers I t,340,000,000 (19 r,837.972) il , t48, t62,028 10,969,759,697 t78,402,33t 98o/o

M iscellaneous [{evenue

TotaI Revcnuc I I,340,000,000 (t9t,837,972) I1,148,162,028 t 0,969,759,697 t 78,402,33 r gg,'h

Paynrents

Enrployee costs

Use ofgoods and services 640.000,000 2,451 ,465 .9 t3 3,09 t,46s,9 l3 2,712,960.156 3 78,505,75 7 88%
-lrarrst'er 

to other Covernrrlent Entities 10,400,000.000 (2,643,303,885 ) 7,756,696,t t5 7.489,098,3 I 0 267,59'/,805 97v.
Othcr Trarr sf'ers/S u bs id ies/C ra nts

Acq Lrisition ol' PPE 300,000,000 300,000,000 291,936,9 t2 8,063,088 9lYo

Total Payments r I,340,000,000 (t91,837 ,972) I I,I48,162,028 r 0,493,995,378 (654,166,650) 9{'.%

Surplus 47 5,7 64,3 t9

)

L-

Iteceipts/Plyrnents Itcrn

Original
Budget

Adjustments Final Budget
Actualon

Comparable
Basis

Budget
Utilization
Di fferen ce

o/o oI
Utilization

a b c=x+b d e=c-d f=dlc o/"
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Annual Repo rt ond Finotrciol Statenrcnlsftt r lhe financitl I'car ended June 30, 2025

Budget notes

l. Comrnentary on significant underutilization (below 90% of utilization) and any overutilization (IPSAS 24.14)

The under.utilizatiol of use of goods and services was due to deiayed procurement of planned consultancies under AFD loan and grant

2. Changes between the original and final budget (IPSAS 24.29)

Tlre clranges in the originat and final budget were due to adjustment of Kshs 112,714,589 being the opening balances and overall budget

cuts of Kslrs. 904.,552,561 during supplementary 2 and 3 '

Budget Ileconciliation

475;764.319
Actual Surpltrs Atllol.lllts as per the statement of Budget

Basis d ift-erence

Tinring dift'erences2

Ploject d ifferences-)

C lassi fi cati orr d i ffelences4

475,764,319
Closing Cash and Cash Eqtrivalerrt as per the statement ofCash flows

Amount in tGhs
Description of Particulars



Second Kenyu Irtformal Sefilenrcnt Intpruvement Pxleei
Atrttutrl Reports utrtl Financiul Stulemcnts .for tlrc lsar ended June -10, 2025

12. Notes to the Financial Statements

l. General lnformation

Second Kenya Inforrnal Settlement Improvement Project is established by and derives its authority and
accountability from PFM Act and Financing Agreement. The Project is wholly owned by the Government
of Kenya and is dorniciled in Kenya. The Project's principal activity is irnproving access to basic
infrastructure sewices for residents in participating urban infbrmal settlernents and enhancing tenure
security in infolrnal settlernents.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with the Public Finance Management Act, 2012

and with the International Public Sector Accounting Standards (lpSAS).

G uitlirtg ttote tlu rinp the trunsilio tt period:

'fhe financial statelnel'lts have been prepared in accordance with the PFM Act, and Intemational public
Sector Accounting Starrdards (IPSAS), and the project has taken advantage ofthe transitional provisions
under IPSAS 33, and therefore these l"'/ 2'd/ 3'd/year financial statements are transitional financial
statements and the following elements of the financial statemellts have not been recognized as the project
has taken advantage ofthe transition provisions outlined in IpSAS 33.

(i) Comparative ./igures: There are no comparative figures with the previous year as well as
cunrulative figtrres. The project expects to incorporate these during the second transitional year.

(ii) Depreciatior?. the project has incolporated depreciation that would have accrued in the previous
reporting period and reported the depreciation as "depreciation as at l" July 2024. The depreciation
is on reducing balance rnethod.

These financial staternents were autlrorized for issue by the accounting officer on ,16{[ August 2025

3. Adoption of Nerv and Revised Standartls

i) New and amentled s'ltndurtls nd inlerpretotions in issue effective in tlrc yeor ended 30 June

2025.

Applicable ls Januar! 2025

The standard sets out the principles for the recognition, measurement, pr.esentation.

and disclosure of leases. The objective is to ensure that lessees and lessors provide

relevant inforrnation irr a marurer that faithfully represents those transactions. This

information gives a basis lot users ol financial staternents to assess the effect that

ieases have on the financial position. financial pertbrrnance ancl cashflows of an

P:'cr.ject.

IPSAS 43

Effective date and impact:Standard
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Applicable le Januar-Y 2025

The standard supersedes IPSAS l7 on Property, Plant and Equipment' IPSAS 45 has

additionalguidance/newguidanceforheritageassets,infrastructureassetsand

measurement. Heritage assets were previously excluded from the scope of IPSAS l7

inIPSAS45,her.itageassetsthatsatisfythedefinitionofPPEshallberecognisedas

assets ifthey meet the criteria in the standard. IPSAS 45 has an additional application

guidance for infrastructure assets, implementation guidance and illustrative examples'

The standard has clarified existing principles e'g valuation of land over or under the

infrastructureassets,under-maintenanceofassetsanddistinguishingsiglificantparts

of infrastrltcture assets

The project does nol luoe these closs of ussels'

Appticuble In Januar-Y 2025

The objective of this standard was to improve lneasrlrement guidance across IPSAS

by:
i.Providingfurtherdetaitedguidanceontheimplementationofcornmonly

used measurement bases aid the circumstances under which they shotlld

be used.

ii. Clarifling transaction costs guidance to enhance consistency across

IPSAS;
iii. Amending where appt'opriate guidance across IPSAS related to

measurement ut r"aognition, subsequent measurement and measuremeut

related disclosures.

ThestarrdardalsointrodtlcesapublicSectolspecificmeasurementbasescalledthe
current operatioual value.

This hos tto impact on the project'

o

Standard

The new standard requires entities to recognise' measure an

Appticabte li Januory' 2025

The Standard requires,

Assets that rneet the criteria to be classified as held for sale to be measured at the lowet'

of carrying amourlt and fair value less costs to sell and the depreciatiolr ofsuch assets

to cease and:

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

inthestatementoffinancialpositionandtheresultsofdiscontinuedoperationstobe

presented separately in the statement offinancial performance'

TheprojectdoesnothaveNon-CurrentAssetsHetttforSaleandDiscontinued

d present infonnation on

Effective date and imPact:

Operalions

right of use assets and lease liabilities.

The project rloes not have eisting leases'

TPSAS 44:

Non- Cttrrent

ASSetS HeId fOI

Sale ar-rd

Discontinued

Operations

IPSAS 45-

Property Plant

and Equiprnent

IPSAS 46

Measurement
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IPSAS 47-

Revenue This standard supersedes IPSAS 9- Revenue fiom exchan_se transactions. lpsAs I I

construction contracts and IPSAS 23 Revenue from non- exchange transactions. This

standard brings all the guidance of accounting for revenue under one standard. The

objective of the standard is to establish the principles that an project shall apply to

report useful infonnation to users of financial statements about the nature, amount,

timing and urrcertainty of revenue and cash flow arising from revenue transactions.

This hos tto impact on the project.

Applicable I't Januar.t, 2026

IPSAS 48-

Transfer

Expenses

The objective ofthe standard is to establish the prirrciples that a transfer provider shall

apply to report useful information to users ol financial statements about the nature,

amounl, timing and uncertainty of expenses and cash flow arising from transfer

expense trarrsactions. This is a new standard for public sector.entities geared to provide

guidance to entities that provide transfers on accounting for such transfers.

This hos no impoct on the project.

Applicoble l't Jonuar.t, 2026

IPSAS 49.

Retirement

Benefit Plans

The objective is to prescribe the accounting and reporting requirernents for the public

sector retirement berrefit plans which provide retirement to public sector employees

and other eligible participants. The standard sets the financial statements that should

be presented by a retiremerrt benefit plan.

This has no impact on the project.

Applituble I't Jtnuor.y 2026

IPSAS 5O:

Exploration

For &

Evaluation of

M ineral

Resotrrces

The objective ofthis Standard is to specify the financial reporting for the
exploration for and evaluation of mineral resources. The Standard requires:

i. Limited improvements to existing accounting practices for exploration
and evaluation expenditures.

ii. Entities that recognize exploration and evaluation assets to assess such
assets for impairment in accordance with this Standard and measure
any impairment in accordance with IpSAS 26.

iii. Disclosures that identify and explain the arnounts in the project,s

financial statements arising from the exploration for and evaluation of
minelal resources and help users ofthose financial statements
understand the aurount. timing and certainty of future cash flows fi.onr
any explolation and evaluation assets recognized.

This hus tto intpuct on the project,

Applicoble I't Jonuar-t, 2027

Standard Effective date and impact:
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iii) Early adoPtion of standards

The project did not early adopt any new or arnended standards in the financial year

4, Summarl' of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govenllnellt entities are measured at fair value and

recognized on obtaining conirot ofthe asset (cash, goods, services and property) if the 6ansfer is free from

cond]tions and it is proLabte that the economic benlfits or service potential related to the asset will flow to

the Project and can be *""rur.a ..tiuUty.'fo the extent that there ii a related condition attaclred that would

give rise to a liability to repay the u*o'.lrlt, the amount is.recorded in the statement of financial position and

realised in the statement ofdnanciat perfonnance over the useful life ofthe assets that have been acquired

using such funds.

iD Revenue from exchange trrnsactions

Interest income

lnterest income is accrued using the effective yield method' The effective yield discounts estimated future

cash receipts through the expect'ed life ofthe financial asset to that asset's net carrying amount' The method

applies this yield tJ the principal outstanding to determine interest income each period'

b) Budget information

The original budget for FY 2024/2025 was approved by The National Asserrbly' Subsequent revisions or

additional appropriations were made to the aiproved btrdget in accordance with specific approvals fiom

the appropriate authorities. ihe additional appropriations are added to the original budget by the Proiect

"por',L..iuing 
the respective approuals to coniud"- the fi,al budget. Accordingly, the Project recorded

rJduced apprJpriationi of SSS,)iS,SSt on the FY 202412025 budget tbllowing the National Assembly

apfouat. ihe^Project's UuJg"i it prepared 
_on 

a different basis to the actttal incotne and expenditure

disclosed in the financial ,tit"..nt..'Th. financial staternents are ptepared on accrual basis using a

classification based orr the nature ofexpenses in the statement offinancial perforrnance, whereas the btldget

is prepared on cash basis. The amounti in the financial statements were recast from the accrual basis to the

cash basis and reclassified bj presentation to be on the sarne basis as the approved budget. A comparison

ofbudget and actual arnounti, lrepared on a comparable basis to the approved budg-et, is then presented in

the staiernent of compariso.r olbudget and actual amounts. In addition tothe Basis difference, adjusttnents

to amounts in the financial staterients are also made for diflerences in the formats and classification

schemes adopted for the presentation ofthe financial statements and the approved budget' A statement to

reconcile the actual u*orrt, oi-, u co*purable basis irrcluded in the statemcnt of comparison of budget and

actual amounts and the actr.rals ua p", t'ha Statemellt of finarrcial perfOrtnance has been preSented on page 6

under section I ofthese financial statelnents'

c) Property, Plant and equiPment

All propefiy, plant and equipment al'e stated at cost less accumttlated depreciatiori aud impairment losses'

Cost includes expenditure ihat is directly attributable to the acquisition or collstruction of the item of

propel.ty appropriately accordillg to the acronyms you use itl yottr financial statelnellts plant and eqttipment'

when significarlt pafis of propelty, plant and equipment are reqttired to be replaced at intervals, the Pro-ject

recoguizes such pat'ts as irrdividtral assets with specific ttseful lives and depreciates them accordingly'

I-ikewise. when a rnajor inspectiotr is perforrned. its cost is recognized in the carrying amount of the platrt

and equiprnent a, n ,epla"e,ne,lt if the recognition clitelia are satisfied. All other repair and maintenallce

costs are recogtrized irl sutplus, ol deficit as itrcurred Whete an asset is acquired in a non-exchatlge

transactiou lbr.nil or norninal consicleration the asset is initiall)'tneasttred at its thir value'

l0
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d) l,eases

Finatlce leases are leases that transl'er substantially the errtire risks and benefits incidental to owrrership of
the leased item to the Project. Assets held urrder a finance lease are capitalized at the commence,nent of
the lease at the fair value of the leased property or, if lower, at the present value of the future minimum
lease payments. The Project also recognizes the associated lease liability at the inception ofthe lease. The
liability recognized is tneasured as the present value of the fufllre minimurn lease payments at initial
recognition. Subsequent to initial recognition, lease payrnents are apportioned between finance charges and
reductiotr ofthe lease liability lo achieve a constant rate olinterest on the remaining balance ofthe liability.
Finance charges are recognized as finance costs in surplus or deficit. An asset held under a finance lease is
depreciated over the useful lile of the asset. However, if there is no reasonable certainty that the project
will obtain ownership ofthe asset by the end ofthe lease tenn. the asset is depreciated over the shorler of
the estimated useful life ofthe asset and the lease term.

e) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired
in a non-exchange transaction is their fair value at the date ofthe exchange. Following initial recognition,
intangible assets are carried at cost less any accumulated arnortization and accumulated impairment losses.
Internally generated intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The useful
life of the intarrgible assets is assessed as either firrite or indefinite. lntangible assets with an indefinite
useful life are assessed for impairrnent at each reporting date.

f) Research and developmcnt costs

The Project expenses research costs as incun'ed. Developmerrt costs on an individual project are recognized
as intangible assets when the Project can demonstrate:

P The technical feasibility of completing the asset so rhal the rssct ,,rill be available for use or
sale.

i Its intention to complete and its ability to use or sell the asset.

> How the asset will generate future economic benefils or service potential

) The availability of resources to complete the asset.

i The ability to rneasurc reliably the expenditure during development.

F'ollowing irritial recognition ofan asset, the asset is carried al cost less any accumulated amortization and
accumulated impairntent losses. Amortization of the asset begins when development is complete. and the
asset is available fot'use. It is arnortized over the period ol expected future benefit. During the period of
developrnent. the asset is tested for irnpairrrent annually with any impairment losses recognized
irnrnediately in surplus or deficit.
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g) Financialinstruments

IPSAS 4l addresses the classiflcation. measurement arrd de-recognition of financial assets and flnancial

liabilities. introduces ttew rttles for hedge accounting and a new itnpairment lnodel for'firrancial assets' The

Project does tlot have any hedge relationships and therefore the new hedge accounting rules have no itnpact

ou the Cornpany's financial statements. A financial instrulnent is any contract that gives rise to a financial

asset ofone project and a financial liability or equity instrument of another Project. At initial recognition.

the Project measures a finarrcial asset or financial liability at its fair value plus or minus, in the case of a

financial asset or finalcial Iiability not at fair value through sutplus or deficit, transactiot.t costs that are

directly attributable to the acquisition or issue ofthe financial asset or financial liabiliry'

Finunciul assets

ClassiJicotion

The Project classifies its financial assets as subsequently measured at amortised cost, fair value through net

assets/ equity, or fair value through surplus and deficit on the basis ofboth the Project's management model

for financial assets and the conractual cash flow characteristics ofthe financial asset. A financial asset is

measured at amortized cost when the financial asset is held within a management tnodel whose objective

is to hold financial assets in order to collect contractual cash flows and the conftactual terms ofthe financial

asset give rise on specified dates to cash flows that are solely payments of principal and interest on the

principal outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual cashflows and

selling financial assets and the contractual terms ofthe financial asset give rise on specified dates to cash

flows that are solely paymenG of principal and interest on the principal amount outstanding A financial

asset shall be measured at fair value through surplus or deficit unless it is measured at amortized cost or

fair value through net assets/ equity unless an Project has rnade an irrevocable election at initial recognition

for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow charactefistics, the Project classifies its financial

assets into amortized cost or fbir value categories for financial instrulnents' Movements in fair value are

presented in either surplus or deficit or through net assets/ equity subject to ceftain criteria being met'

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent

solely payments ofprincipal and interest, and that are not designated at fair value thlough surpltrs ot deficil'

ale measured at amoftized cost. A gain or loss ol.t an inStrttment that is Subsequently tneasured at amorlized

cost and is not part of a hedging relationship is recognized in profit or loss whetr the asset is de-recognized

or impaired. [nterest incorne from these financial assets is included in firlatrce income using the effective

intercst rate method.

2
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Fair value through net assets/ equity
Financial assets that are held for collection of contmctual cash flows and lor selling the financial assets.

where the assets' cash flows lepresent solely payrnents ofprincipal and interest, are rneasured at fair vah.re

through net assets/ equity. Movements in the canying amount are taken through net assets, except for the

recognition of impainnent gains or losses, interest lEvenue and foreign exchange gains and losses which
are recogtrized in sulplus/deficit. Interest income flom these financial assets is included in finance incorne
using the effective interest rate method.

Fair value through surplus or deficit
Financial assets that do not meet the criteria for amortized cost or fair value through net assets/ equity are

measured at fair value through surplus or deficit. A business rnodel where the Project manages financial
assets with the objective of realizing cash flows through solely the sale olthe assets would result in a fair
value tll'ough surplus or deficit rnodel.

Trade and other rcceivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts.
Trade and other receivables are assessed for impainnent on a continuing basis. An estimate is rnade of
doubtful receivables based on a review ofall outstanding amounts at the year-end.

I m pai rmcnt

The Project assesses, on a forward-looking basis, the expected credit loss ('ECL') associated with its
financial assets carried at amortized cost and lair value through net assets/equity. The Project recognizes a
loss allowance for such losses at each reporling date. Critical estimates and significant judgments made by
management in determining the expected credit loss (ECL) are set out in Note 16.

Fi tt u nci a I I ia h il it i es

h) Inventories

Inventory is measured at cost uporl initial recognition. To the extent that inventory was received through
non-exchange transactions (for no cost or for a nominal cost), the cost of the irrventory is its fair value at
the date of acquisition.

Costs incttrred in bringing each product to its present location and corrditions are accounted for, as follows:

> Raw rnatel'ials: purchase cost using the weighted average cost method.

> Finished goods and work in progress: cost of direct materials and laboul and a proportion of
tnatrLrlacttu'it'tg overheads based on the normal operating capacity but excluding bon'owing costs.

After initial tecognition. inventory is rneasured at the lolver of cost and net lealizable value. However. to
the extent that a class ofinventory is distribLrted or deployed at no charge or lor a nominal charge. that class
of inventot'_r, is nreasuled at the lower of cost arrd current replacenlent cost.

Clossi/ication
The Project classifies its liabilities as subsequently measured at arnortized cost except for financial
Iiabilities measured tlrough profit or loss.
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Inventories (Continued)

Net realizable value is the estimated selling price in the ordinary course of operations, less the estirnated

costs of completion and the estimated costs necessary to make the sale, exchange' or distribution'

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary

course of operations ofthe project.

i) Provisions

Provisions are recognized when the Project has a present obligation (legal or constructive) as a resttlt ofa

past event, it is probable that an outflow of resources ernbodying economic benefits or service potential

will be required to settte the obligation and a reliable estirnate can be tnade ofthe amount ofthe obligation'

where the Project expects ,onl" o. all of a provision to be reimbursed, for example, under an insurance

contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually

certain. The expense relating to any provision is presented itr the statemetrt offinancial performance net of

any reimbttrsement.

Contingent liabilities

The Project does not recogrize a contingent liability but discloses details ofany contingencies in the notes

to the financial statements unless the possibility ofan outflow ofresources embodying economic benefits

or service potential is remote.

contingent assets

The Project does not recognize a contingent asset but discloses details ofa possible asset whose existence

is contingent on the occun€nce or non-occurrence ofone or more uncertain fitture events not wholly within

the control ofthe Project in the notes to the financial statements. Contingent assets are assessed continually

to ensure that developments are appropriately reflected in the financial statements' Ifit has becorne virtually

certain that an inflow of economic benefits or service potential will alise and the asset's valr're can be

measured reliably, the asset and the related revenue are recognized in the financial statements ofthe period

in which the change occurs.

j) Nature and Purpose of reserves

'lhe Project creates and maintains reserves in terms ofspecific requirements'

k) Changes in accounting policies and estimates

The Project recognizes the effects of changes in accounting policy retrospectively' The effects of changes

inaccountingpolicyareappliedprospectivelyifretrospectiveapplicationisimpractical.

l4
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l) Employee benefits

Retirement benefit plans

The Project provides retirement berrefits for its employees and directors. Defined contribution plans are
post-employrnenl benefit plans under which arr Project pays fixed contributions into a separate Project (a
fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold
sufficient assets to pay all ernployee benefits relating to ernployee service in the current and prior periods.
The contributions to fund obligations lor the payrnent of retirement benefits are charged against income in
the year in which they becorne payable. Defined benefit plans arc post-employment benefit plans other
than defined-contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proportiorral basis to all participating employers. The contributions and
lump sum payments redr,rce tlre post-employrnent benefit obligation.

m) F'oreign currency transactions

Transactions in foreign currencies are initially accounted lor at the ruling rate ofexchange on the date of
the transaction. At each reporting date, foreign currency monetary items are trarrslated using the closing
rate. Non-monetary itelns measured in historical cosl are translated using the exchange rate at the date of
the transactiott, and those measured at fair value are translated using the exchange rates at the date when
the fair value was determined. Exchange differences arising from the settlement of monetary items or
translation of monetary/non-rnonetary itetns at rates diflerent fi'om those at which they were initially
reported are recognized in surplus or deficit in the period.

n) Borrowing costs

Borrowing costs are capitalized against qualifoing assets as part ofproperry, plant and equipment.
Such bon'owing costs are capitalized over the period during which the asset is being acquired or constructed
and borrowings have been incun'ed. Capitalization ceases when construut;j:: r1'llt., .,.set is complete.
Further borrowing costs are charged to the statement offinancial performance.

o) Related parties

The Project regalds a telated party as a person or an Project with the ability to exert control individually or
jointly or to exercise significant influence over the Project, or vice versa. Members ofkey nranagement are
regarded as related parties and comprise the directols. the principal and senior managers.



p) Serviceconcessionarrangements

The Project analyses all aspects of service cotrcessiott arrallgements that it enters into in determirrirlg the

appr.opriate accounting tl.eatment and disclosure requirements. ln particular, where a plivate party

contributes an asset to the arrarrgemenl, the Project recognizes that asset when, and only when' it controls

or regulates the services. The operator must provide together with the asset, to whom it must provide thern'

and at what price. tn the case of assets other than 'whole-of-life' assets, it controls, through ownership.

beneficial entitlement or otherwise - any significant residual interest in the asset at the end of the

arrangement. Any assets so recognized are measured at their fair valrre Totheextentthat an asset has been

,ecogniz"d, the Project also recJgnizes a corresponding liability, adjusted by a cash corrsideration paid or

received.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on call and highly

Iiquid investments with an original maturity of three months or less, which are readily convertible to krown

amounts of cash and are subject to insignificant risk of changes in value. Bank account balances include

amounts held at the Central Bank of Kenya and at various commercial banks at the end of the financial

year.
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Notes to the financial statements

r) Subsequent events

'l-here have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30, 2025

l6
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparatiorr of the Project's fiuancial statements in conforrnity with IPSAS requires managentent to
tnake judgments, estimates arrd assumptions that affect the reported amounts ofrevenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the end of the teporting period. However.
uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.

The key assumptions conceming the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustrnent to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Project based its assumptions and
estimates on parameters available when the consolidated financial statements were prepared. However,
existing circumstances and assumptions about future developments may change due to market changes or
circumstances arising beyond the control of the Project. Such changes are reflected in the assumptions
when they occur. IPSAS I . 140

Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators to inform potential
future use and value from disposal:

processes.

r he Project.

in tccir,,ulOgy arrr:

Provisions

Provisions werc raised and managemerrt deterrnined arr estimale based on the information available.

Provisiotrs are measured at the managerrent's best estimate of the expenditure required to senle the
obligation at the reporting date and are discounted to present value where the effect is material.

t/

Estirnates and assum ptions.
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Notes to the financial statemcnts

6. Rcvenue Transfcrs

The funding is for intplententation of the project

a) Details to Revenue Transfers

Unconditional Transfers
85,000,000GoK Counter Part funding

10, r 72,045. 108
Transfers from Development partnerc

10,257,045,108Total Unconditional Transfers (a)

Conditionat Transfers

Transfers from Development pafillers I

Transfers from Developrnent partner 2

Total Conditional Transfers (b)
10,257,045,108Total Transfers for the Year (a + b)

KshsKshsKshsKshs
85,000,00085,000,000COK Fundi

2,495,555,352
2,495,5s5,352Euro Denominated Loan

frorn IDA DA-A

4,876,489,775
4,876,489,'t55Euro Denorninated Loan

from IDA DA-B
Euro Denotninated Loan
from IDA DA-C

93,423,22193,423,221Euro Denominated Loan
from AFD DA-D

2,612,608,555
2.6 t2,608,555Euro Denorninated Loan

from AFD DA-E
93,968,22s93,968.22sEuro Denominated Grant

from AFD/EU
10,257,045,10810,2s7,04!,108Subtotal

Delerred lncome realized

Translers in I(ind
10,257,045,108t 0,257,045,108Total

l8

FY202412025
Description

Name of The Project
Transferring

Amou nt
recognized to
Statement of

Financial

Amount
deferred

under
deferred
income.

Anrount
moved to

Capital fund

Total
tra nsfe rs

(FY2024t202s)
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Attnual Reporls tud Financial St anrcnts .fitt'lhe 1,s111' ended Juttc 30, 2025
Notes to the financial statements

7. Miscellaneous reven ue

Description FY 2024t25

Kshs
Irlterest lncolne
Total

8. Employees Costs

9. Use of Goods and Services

Foreigt travel and subsistence

Fuel and lubricants I5,4r7,3I5

lq

Basic salaries of permanent employees

Basic wages of temporary employees

Personal allowances paid as part ofsalary

Personal allowances paid as reimbursements

Personal allowances provided in kind

Pension arrd other social securitv cotrtributior.rs

Compulsory national social security schemes

Compulsory national health insurance schemes

Total

Utilities, supplies and services t 1,735.079

Bank charges 626.80s

s.004.000Communicatiorr, supplies and services

Domestic lravel and subs istence 228.499.719

General office sr-rpplies 5,358.870

Stationery, Printing, advertising, and inforrnation supplies I 1,389.5 r 5

Office rerrt

Training payments 26.018.291

h'tstrrance costs 2,t58.192

Specialized tnaterials and services

Other operating payrnents(speci fy)

Routirre rnaintenance - vehicles and otlret. transpolt equrprneitt 3.346.t79

Researclr. studies. project preparation. design & supervision 2.399.269.343

Total 2,712,960,156

4. I36.848

Description FY 2024t25

Kshs

FY 2024n5De scription

Kshs

Hospitality sr.rpplies and seryices



Second Ken),o Ittfo
Annual Reports un

rmul Seltle nrc nt I mP ntve nrcn

tl Finuttciul Stutements .for lh
I Project
c leor en ded June 30, 2025

Notes to thc financial statements

10, Depreciation and Amortization expense

I l. Transfer to Other Government Entities

6 I ,535.161
Property, Plant and EquiPment

Intangible Assets

61,535,l6l
Total

Transfers to County Government of:
260,000,000Nairobi
695,000,000Mombasa
128,000,000Nakuru
735,000,000Kisurnu
517,190,432Kilifi
108,661 ,3 r 7Kakarnega
264,s43,092

490,000,000

6l 6,000.000

K iarnbu

Trans-Nzoia

Uasirr Cishu

420,000,000Waj ir
175,000,000Meru
925,020.992Hornabay
146,321,755

223,397,882
Taita Taveta

Larnu
292,12.8.530Bungorna
300,603,076Nyeri
167,000.000Tharaka Nithi
282,000.000Nyandarua
260,000,000Elgeyo Marakwet
202,151,'790Nandi

80, I 88,971Kwale
I r0,890,473Nyamira
90,000,000Kaj iado

7,489,098,310
Total

20

Fv 2024n5

Kshs

FY 2024n025

Kshs



Sccotrtl l{enya Inlbrnrul Settlenrcnt Intpntvemetrl Projact
Annuul Rcpotls uttd l-inunciul Slutenrcnls frtr llte leay ended June 30, 2025

1 2. Othcr Transfers/Subsidies/Grants

13. Certilied Works

Transfers to Non-Government Otganizations

Subsidies

Total

Road Works

Water Works

Total

Description w 202412025

Kshs

Fy 2024t202s

Kshs

Energy Infrastructure



Second Kenyu Informal
Annuul Reports uttd Fin

Settle nrcnt Intprovement
ancinl Slutenrents f0r llte

cl
ended June 30,2025

Pro.je

.1, 
eu r

Notes to the financial statements

14. Gain/Loss on Sale of Assets

There v,as no sale of fixecl assets

15. Gain/Loss on foreign exchange transactions

16. Impairment Loss

17. Cash and Cash Equivalents

Propert 1,, plant and equiprnent

Intangible assets

Other assets not capitalised

Total ga in/loss on sale of assets

Gain on foreign exchange transactions

Loss on foreign exchange transactions

Total Gain/Loss

Properfy , Plant and Equipment

lntangible Assets

Total Impairment [,oss

712,714,58s475,764,318Cash in Bank

Cash on hand
712.,711,589475,764,318Total Cash and Cash Equivalents

22

Fv 202412025

KshsDescription

FY 202412025

KshsDescription

FY 202412025

KshsDescription

Description
Fv 202412025 lrrJuly

Kshs Kshs



Secottd Kenyu ! 11111,' rrra I Settlefircnt Intprovenrcnl Prtlect
Attttuul Reporls urtd Financiul Stalemenls fot' llta 1te4r' endel Jurrc 30, 2025
Notes to thc financial statements

Project Bank Accounts

*The amount in collateral is ntoney held in lien in regartl to bank guarantee in favour
TotalEnergies Marketing Kenya PLC for provision offircl on post paid cards.

Local Currency Accounts

Development Accounts

Co-operative Bank of Kenya [A/c No
0114il64136r00.l

25,373.483.92 t38,127,902.37

Co-operative Bank of Kenya [A/c No
0r 14u64r659001

203.226,662.75 50t,2t3,231.45

Co-operative Bank of Kenya [A/c No
01141 r641658001

66,261 ,17 5 .05 67 ,623,4ss.05

Co-opcrative Bank (amount held by Bank as

collatcral)
3,200,000.00 5,750,000.00

Stanbic Bank [A/c No. 0l 00014352125] 83,739,236.50

Stanbic Bank IA/c No. 0100014352168] 93,963.759.85

Total local currency balances 175.76-1.i I8.07 71?.7 r4.58E.ri7

Total bank account balances 475t6JJl8J7 1_12J_14588.e7

Details FY 2024t2025 l" July 2024

Kshs Kshs



Second Ken1,a Informtt
Annual Reporls and Fi

I Setllemenl Intproventenl Proie
nanciul Stulentenls for lhe lsnr

cl
ended June 30,2025

Notes to the Financial Statements (Continued)

18. Receivables

There v,ere no receivables

Ageing analysis for Receivables

19. Inventorics

There v,ere no closing int entories

20. Prepayments

Counter Part Funding

Contractor's Advance PaYments

Total Receivables

7n of the

total

o% of the

total

Com par
ative
FY

Cu rrent
FY

%YoLess than I year
%Between l- 2 years
oA

o,

%Between 2-3 years
%%Over 3 years

Total (a+b)

Cousumable stores

Construction stores

Less: allowance for irnPairment

Total inventories

782,953Insurance

361,351Project manager software

1,144,304Total prepayments

24

Description
Fv 202412025 l" Jlly 2024

Kshs Kshs

Description
Fy 202412025 I't July 2024

Kshs Kshs

Description
w 2024/2025 1" July 20)4

Kshs Kshs

Description
FY 2024/2025 l* July 2024

Kshs Kshs



Second Kettya Informol Settlement Improveme nt Project
.Atttruul Rcports utttl Finunciul Slatemenls for lhe 1,sxY enled June 30,2025
Notcs to thc financial statcmcnts

21. Property, Plant and Equipment

( I,8tt3,699;

5,58i,407

2

Dcpreciation ratc 12.s<Y, 12.5"h 30"1' 12.5"/o
As At Ist July 2024 (opening balances) 51,932,072 6,64 I,900 7 9,467 ,,7 62 138,041,734
Additions 174.800.()00 3,976, r00

226,732,1t72 r 0,6 t8,000

(8,680,e3r) ( r ,0s8,493)
( r9,4s2,904) (834,606)

I t3. t60.8 t2 291,93(t,912

Transfers/A dj ustrnents

As at J0'r'June 2025 192,(t28,574 429,978,616

DcJrreciation And lmpairment
As at l't ,luly 2024

Depreciation charge tbr the year'

(7,4 r s,s69) (17,rs4,99s)
(41,247,6s1) (6 l ,535, l6l )

Inrpairrnent loss

Trans f'ers/ Adj ustrnents

(28,133,83 7)

J3,25 I , 139

As At 30'r' June 2025 (48,663,220) (78,690, r s6)

Net llook Values

,As at l't July 2024 12,052,193 r 20,886,7J9
As at 30(r',lune 2025 198,598.235 143,965,354 35 l,288,490

Disposals

8,724,.iq1

Cost
[totor veh icles

and

fittingsll
ICT

Eq u ip nren t
Other Astcts

Capita I

\Vorl< in
ploSress

Total

Kshs I Kslrs Kshs Kshs IGhs Kshs



Second Kettl,a Infornnl Settlement Imptovement Project

A,ttnual Reportsind Financiol Slatementsfor the )teut entletl June 30,2025

Notes to the financial statements

22. Intangible Assets

23. Trade and Other PaYablcs

Cost

As at l't JilY 2024

Additions

As At 30rh June 2025

Amortization and im Pairment

As at l" .lily 2024

Amortization

lmpairment loss

As At 30th June 2025

NBV as at l't JulY 2024

NBV as at 30tr'Junc 2025

'[rade payables

Ernployee paYables

Total trade and other PaYables

7u of the

Total

Comparat
ive
FY

7o of the
Total

Current
FYrade and other PaYables)Ageing analysis: (T

%%
Under one year

%%
| -2 years

%
2-3 years

%%
Over 3 years

Total (tie to above total)

There are no paYables

26

I't July 2024

KshsDescription

l* July 2024Fv 202412025
KshsKshsDescription

%



Second Kenyo lttformul Settlenrcnt Intprovement project
Annual Reports ond Financial Statententsfor the yeor ended June 30,2025
Notes to the financial statements

24. Third-Party Deposits

7'he project does not have third pctrty depo.sits

25. Deferred Incomc

There is no de.ferred inconte

Deferred Income Movement Schedulc

Contractor's Retention

Gratuitv
Total deposits

Ageing analysis: (Ilefundable deposits)
Current FY

u/" of the
Total

Co m parative
FY

7u of the
Total

Under one year o//o %
I -2 years % %
2-3 yearc % /o

Over 3 years % %

Total

Developrnent partnel I

Development pattner 2

'fotal Deferred Income

Kshs Kshs Ks hs Kshs

Balance as at I'r Jtty 2024

Additions
Tlansfers To Perforrnance

Statenrent as Revenue

Balance as at 3 0rr' June 2025

?7

Description
FY 2024t2025 l't July 2024

Kshs Kshs

Description FY 2024/2025 I't July 2024

Kshs Kshs

f)evelopment
Partner I

Developnrent
Partner 2

Others specify Total



Second Kenyo Informal Settleme"t Intpruvement Proiect

irirorrot Reportsind Financial Statementsfor the yeor entletl June 30' 2025

Notes to the financial statements

26. Cash Generatcd from Operations

27. Special DePosit Accounts

The balances in the Project's Special Deposit Account(s) as of 3Oth June 2025 aIe not included in the

Statement of Financial Assets since the Iine items are yet to be drawn into the Exchequer Accottnt as a

voted provision'

Below is the Special Deposit Account (SDA) movement schedule, which shows the flow of funds voted in

the year. 'l-hese funds h";;';;.;, ;tpu.t"a u. tounVg,:unt, received in the yea' under t6e Statement of

Receipts and PaYnretrts

(5,404,214)
lus/Deficit for the YcarSurp

Adjusted for:
61,535,161

Depreciatiotl

Non-cash grants received

Impairment

Gains and losses on disPo sal of assets

Working caPital adjustnrcnts
)

Increase in inventorY
( I ,144,304)

Increase in receivables

lncrease in deferred income

Increase in paYables

ents received in advancelncrease in PaYm
54,986,642

Net cash florv from oPerating activities

-.)

FY 202412025

KshsDescription



Second Kenya Infornml Settlement Improvement project
Annuol Reports and Finoncial statementsfor the yeor ended June 30,2025
Notes to the financial statemcnts

Snccial l)erl osit Accounts Moveme nt Schedule

(i) Central llanli of Ken ya lA/c No 10001875691 DA-A Nc
ing balanceo t,217,234,06t 268,01 r,395

Total arnount deposited in the account 2,6t8,246,148 2,362,081,474
oT Ita nta uo tn I rarhd n as r tateS nrne ot Recf e( I ts 9.pc p 2,495,5s5,352 I ,4 12,858,807

CI osing balancc (os per SDA hunk uccouttt reconcilittiott 57I 9,92 t.2t7 .234,061

(ii) I DA-B CGCentral Bank of Kenya lA/c No 1000487698

)Opening balance (as per the SDA reconciliation 43t,811,7 52 106,824,288
Total atnount sited in the account 4,490,021,574 4,823,658,934
To Ita tna Uo tII I dth ra tvn as cr atS Ct clI tn fo I{c Ice( p pts 4,876,489,75s 4 ,498 ,67 I ,469
Closing balance (as pcr SDA bank account reconciliation

(iii) I DA-C L|CWCcntral Bank of Kenya fA/c \o 1000497203
Openin balance (as per the SDA reconciliation )
Total atnount deposited in the account

oT ta antI uo tt1 I ht rad wn AS Sf ctateDl tn fo eRec I &tS( pe p

Closing balance (as per SDA bank account reconciliation

(ir') A/c No 10004972031 AFD NGCentral llank of Ken al

)Opcning ba lance (as per the SDA reconciliation 93.423,221 r40,879. I l6
Total amount deposited in the account

otaT I at)') uo tn aI ht rad S S ta Ilte e tII Io( cRcc I &tSpcr p qi dr1 7? I 47 ,45s,895
Closing balance (as per SDA bank account reconciliation 93.423.221

(v) 031 AFD CGCentral llank of Kenya f A/c No 10004972
Open in balance (as per the SDA reconciliation ) 293,680,800 293.680,800
Total atnount de osited in the account 2,462,323,428
To Ita oatr tlu t thI dra n AS cr S tta nente oI f R. cCC I ts( &p p 2,6 12,608,s55
Withdrawn but in transit ar exch uef 792,878
CIosing balance (as pcr SDA bank account reconciliation t42.602.795

(vi)
I AFD CrantCentral IJank of Ken ya fA/c No 1000497203

ning balance (as er the SDA reconc iliation)o
Total arnount deposited in the account t44,566,500

oT ta a 1',]i LIo It') I ht lad as St' at n'lte tlC o( Rf c( C e IS &pc p 93.968.?2s
Clos ing balance (as per SDA bank account reconciliation 50.598.275

(The Speciul Depo.sit AccoLtnt(s) reconciliatiott stc entent(.r) has (hat,e) been ctftctched a,, Appenclix
it, sttpport the.se closing bqlunce.

).t)

2024t2025 20?3n024
KShs KShs

45.34]-sZ) 4il*Elu,

293.680.trt00



Seconrl Kenya Informol Settlement Improventent Proiecl

Annttul Reports itrl Financinl Statements for the ysoy enled June 30, 2025

28.Related PartY Disclosures

Naturc of related rclati h ips

Entities and other parties related to the Ploject include those parlies rvho have ability to exercise control

or exercise significant influence over its operatiug and firrancial decisior-rs. Related parties include

management personnel, their associates and close family tnembers'

Government of Kenva

The Government of Kenya is the principal shareholder of the Project, holding 100% of the Project's equity

interest. The Govemrnent of Kenya has provided full gua|antees to all long-tenn lenders of the Projecr'

both dornestic and extet'nal.

30



Second Kenyo Infurrnol Settlement Intproventetrt Project
Annuol Reports and Financiol Stotements for the year endetl June 30, 2025
Notes to the financial statements
ot r related arties i lud e:

i) 'Ihe Parent Ministrr'.
ii) County Govenlnents
iii) Other SCs and SAGAs
iv) Key managernent.

v) Board of Directors.

Transactions with related parties

a) Sales to rclated parties

Sales of electricity to govt agencies

Rent income from govt. Agencies

'f ot:rl

B) purchases from relatcd parties

Purchases of electricity fi'orn KPLC

Purchase of water from govt service providers

Rent expenses paid to govt agencies

Total

b) Grants /tl'ansfers from the government

Grants from national govt

Grants fi'onr col.tnty govel'nntent

Donations in kind

Total

Expenses incurred on behalf of relatedc) part)'

Payments of salaries and wages for eln ployees

Payrnents fol goods and services

d) Key managemcnt compensation

Dilcctors' emolrrrnerrts

Compensation to key managernent

Total

FY 2024n025Description
Kshs

Total



Secontl Kenya Informal Seltlement Improvement Proiecl

Annual Reporls antl Financial Slolementsfor the ysov ended June 30, 2025

Notes to the financial statements

29.Events after the Reporting Period

There were no material adjusting and non-adjusting events after the reporting period.

30.Ultimate And Holding Project

The project is a project under the Ministry of Lands Housing and Urbarr Developrnent- lts ultimate parent

is the Governrnent of KenYa

3l.Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs'

-)/



Second Kenya Informol Settlement Improvement project
Annual Reporls ottd Finoncial stotemenrsfor the ygov entled June 30, 202s

ii3. Annexes

.Annex l: Prior Year Auditor-General's Recommendations

r061

Failure to transfbr funds to Project
Special Purpose Account:
The statement of receipts and payments
and Note 9 to the flnancial statements
retlects a balance of Kshs
4,498,671,470 in respect to Transt-ers
to other government entities. The firnds
were transferred to county
governments and was conflrmed to
have been received in the county
governments' revenue accounts.
I'lowever, it was noted that five county
governments did not transfer funds
anrounting to Kshs 427,373,055 to the
count ecial se accoultts

The management
tbllowed up with
the 5 counties and
the tunds have since
been transfened to
the special purpose
accounts.

Reso lved

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

George Arwa
Project Coordinator

JJ

@,-z-

Rcference No. on

tlre external audit

f{epolt

Issue / Observations fi.om Auditor
Management

co mmen ts

Status:

(Resolved

Resolved)

/ Not
Timeframe:
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Second Kenyo Informol Settlenrcnt Improvemenl Ptoiect

Annual Reiorts and Financial Statements for thc year ended June 30, 2025

Annex 2: Reconciliation of intcr-Project transfers

Governtnent trausfersa Ilancl I YcarA rnou nt hstatement DBnn
827 281 84003,l0/2024

202412025l0 000,000271lr12024
20241202587.50584,5532210112025
20241202530 000 0002810v2025
20241202520 000 0002010212025
20241202525 000 000t7 t0312025
2024t202593 423,220.5017 t0312025
202412025134 421 900t710312025
20241202593,968 22504t0612025
20241202s692 534lr10612025
20241202s2 800496 2860410712025
202412025J 054 280,3200410'71202s
2024t20251,415 9'78,417.500'7 t0'112025
2024/20254UO 30 991.9007 l0'712025
2024120252s6,764 0900'710112025
202412025I 16,321 1551t l0'712025

l0 57,045 r08'fotal

[)itect I)a mcntstl
F or 202412025Anroutr K hent DateKS

Total
For 202412025KShsAntoutra1erncntankOthersc

Total
5,10857t0a+b+cTOTA

Tlre above alllounts have been comlnunicated to and reconciled with the Parent Ministry/ State Department

34

rovcmentSecond Informal SettlementPROJECT NAME:

the State rbn nandofBreak tlown of Transfers

20241202s

134.60



lieorge Arwa
ll>roject Coordinator
llecond Kenya Informal Settlement Improvement Projcct

Nelson Osioru
Head of Accounting Unit
State Department of Housing and Urban Development

Sign Sign-
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Secontl Kenya I4f61'11,dl Settlen e,rt Intprovemenl Proiect
Annual Reports and Financial Statements for the year ended June 30' 2025

Annex 3: Fixed Asset Register

Lar.rd

Buildings and structures

226,732.072r 74,800,00051,932,072Tlarrspolt equipment

I 0.61 8,0003,976,1 006,641,900Oftice equiprnent, furniture arrd fittings

192,628,574l13,160,81279,467,762ICT Equipment

Machinery and Equipment

Biological assets

Inll'astlucture Assets- Roads, Rails

Helitage and cultural assets

lntar.rgible assets

Work ir.r Progress

429,978,646291,936,912138.-041,734Total

36

Asset class

Historical
Cost b/f
(Kshs)

Previous
Ycar

Additions
during the

year
(Kshs)

Disposals
tluring ihe.ycar

(Kshs

Transfers
in/(out) during

the y'ear

Historical Cost c/f
(Kshs)

Current Year



S e c o r ttl I(e rr.1, t I nfo rm o I S e tl I e me nt I mp rov e me nt P roj e ct
Annual Reports and Financial Statements for thc year ended June 30,2025
r\nnex 4: Other Support Documents

i.Signed confirmations from beneficiaries in Transfers to Other Government Entities

ii.Bank Reconciliations statement as at 30tl' Iune 2025

iii.Board of Survey Report

iv.Special Deposit Account(s) reconciliation staternent(s)
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