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International Public Sector Accounting Standards (IPSAS)



Kenya.Slum Upgrading Lou'cost Housing aud lnfrastructurc Trust Fund (KENSUF)
Annual report and financial statementsl KEY INFORMATIO-\- AND IVIANAGEtlIENT

CONTENTS

Key Information And Management

Trustees....

Management Team

Facts And Figures At A Glance.................. 6

Report Of The Principal Secretary.. ...........1,....... ..........7

Report Of The Trustees 9

Statement Of Trustees Responsibilities r0

Report Of The Auditor General..... ..........11

Statement Of Financial Performance .......... ...............13

Statement Of Financial Position. ..............14

Statement Of Changes In Net Assets 15

Statement Of Cash Flows.......... t6

Statement Of Comparison Of Budget And Actual Amount ........17

Notes To The Financial Statements.... ,....,........... l8

Appendix 1: Progress On The Follow Up Of Auditor General Recommendations ........39

Appendix 2: Projects Implemented By The Trust Fund.......... ......................40

Appendix 3: Inter Entity Transfers-State Urban Housing And Development................41

..........2

4

T

T



Kenya Slum tlpgrading [.o*' cost [Iousing and Infrastructure Trust ['und (KENSUF)
Annual report and financial statenrentsi KEY INFORMATION AND NIANAGEMENT

IGI,;il\hORI\,IATION{NO'MANAGEMENT" ] .' :I . .

a) Backgrcund inforrnation
Kenya Slurn Upgrading, [,ow cost Housing and Infrastructure Trust Fund (KENSUF) was fiormed on

22.ndDecember 2006, througir a gazette notice no. 5tr, by legal notice no. 168 under the Government

Financial Managenient y'.ct no. 5 of 2004.

At Cabinet le'rel, the Trust l'und is representecl by the Cabinet Secretary for Transport, lnfrastructure,

Housing [Jrban Development and public works who is responsible for the general policy and strategic

direction of the fi.rnd.

b) Principa[ activities
The principal activity of Trust Fund is to provide funds for slum upgrading, low cost housing and

infrastructure prograirmes to support housing development.

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

L Trustees

2. Senior managemerrt led by Principal Secretary state department of housing and urban development

who is the accounting officer.

d) FiduciaryManagement
The key management personnel who beld office during the year ended 30th June 2019 and who hatl

direct fiduciary responsibility wr:re:

No. Designation
Principal Secretary
Director Slum Upgrading Department
Deputy Director Slum Upgrading Department
Head of Accounting.

Name

Charles Hinga Mwaura
Charles Wafula Sikuku
Gladys Ndogoh
Fred Muhul

l.
2.

3.

4

e) Fiduciary OversightA.rrangements

The Trust Fund relies on Intemal Audit Department of the line ministry which reports iiirectly to the

National Treasrrri. The Nationai 'lreasury performs the Trust Fund's oversight duties as far as

Intemal Controis and R isk Marragement is concerned.

0 Headquarters
ARDHI House, 2nC Floor
Ngong Road.
P.O. Box 30119-00100
Nairobi, Kenya
'Ielephone: (254) 20-27 I 8050
E-mail : PS @)ardhihouse.co.ke
Website.,*,rviv. arclhi. so. ke
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Annual report and flnancial statements I KEY INFORMATION AND MANAGEMENT

g) Bankers
Cooperative Bank of Kenya,
Parliament Road Branch
P.O. Box 48231-0010
Nairobi, Kenya

h) IndependentAuditors
The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084- 00100
Nairobi, Kenya

i) Principal Legal Adviser
The Attomey General
State [.aw Office
Harambee Avenue
P.O. Box 40112-00200
Nairobi, Kenya
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Kenya Slunr Upgrading Lorv cost Housing and lnflirstnrr:lure'f'rust F'und (KEf--SU[';
Annual relort and financial statenrcntsl 1'RtISTEES

rRus{iriEs"
The Trustees consist of representatives irom Public arrd private se(;tor as set out in section l0(l) of
the Government Financial Management (Kenya Slum lJpgrading, I-ow cost Housing and

Infrastructure Trust Fund) regulations 2005. T'he members vyho held the office during the year

under review up to the date of this reprcrt rvvere as fr.illorvs:

Mr. Charles Hinga Mrvaura
Principal Secretary

State department of Housing
and Urban Development

,rrf4s

Charles W. Sikuku
Director, Slum Upgrading

Department

Mr. I\{u,aura was born in l975.He is a Chartered

Accountant (CA) and holds a Bachelor of Commerce

(Accounting) de.gree fiom l(enyatta University in addition

to Bachelor of Accounting Science (I{onors) from
llniversity of South Africa. [-Iis core competencies include

project anci struc:tured finance. deal structuring and business

development. tlntil the tinre cf his appointment as the

Principal Secretary of Housing and Urban Development he

was the Group Chairman of an advisory boutique with
presence in South Africa and Kenya.

Mr. Sikuku was born in 1963. A quantity surveyor by profession,

Mr Sikuku holds Master cf. Arts ciegree in Public administration and

Bachelor ot'Arts dcgree in builciing economics. He has over 28

years' experience in ;:ublic service and is currently the director

Slum Upgrading department
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Kenya Slum Upgrading Low cost Housing and Infrastructure Trust Fund (KENSUF)
Annual and financial statenren MANAGEMENT TEAM

Mr. Charles Hinga Mwaura
Principal Secretary

State Department of l{ousing and Urban Development

C.
Charles W. Sikuku

B.A.(Building Economics)

Master of Public Administration

Director, Slum Upgrading Department

Gladys Ndogoh
Deputy Director, Slum Upgrading

Department

:{i, *
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Kenya Slum Upgrading Lon' cost Housing and Infrastructure 'I'rust F'und.(KF.NSl-lF)
Annual report and financial statementsl FACTS AND FIGURES AT A GLANCE

ri. ffi**ff:,W,,# m,iifi#ffi

No ofhousing unib
comdeted in Kibera
Sowlo Zone 'A'

No. of housing unlts
under &relopnent
in l\tlaroko

Total Number of
Housing unib

dewloped by the Trust
Fund

No. of proposed houslng
units in Klbera Soneto Zone

'B'and Mariguini

Total funds requlred br the
proposed houslng units and

as s ociate d infi'as tructure
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Kcnva Slunr [;pgrading f.on,cost Housing and Infrirstructurc Trust Fund (KENSUt-)
Annual report arrd linancial statementsl REPOIIT OF THE PITINCIPAL SECRE-tARY

REPORT OF THE PRINCIPALSECRETARY

The Ken.ya Slum Upgrading, Low Cost Housing and Infrastructure Trust Fund (KENSUF)
implements programmes, projects and activities aimed at improving the lives and livelihood of
people living and working in slums/informal settlements countrywide. In its pursuit of this core

mandate, the Programme is fulfilling the constitutional mandate under Article 43 (l) (b) of the

Constitution of Kenya 2010 which emphasizes the right of every person to accessible and

adequate housing and to reasonable standards of sanitation.

Proj ect implementation
The Programme seeks to fulfill two key strategic objectives namely: - To facilitate access to

adequate housing and to improve livelihoods of peoplc living and working in slums and informal
settlements.

Towards this goal, the Trust Fund has two mega projects that have been part of the Ministerial
Performance Contract. These include redevelopment of 822 houses and infrastructure in Kibera
Soweto Zone A at a total cost of 2,908,440,769 and construction of 462 houses at Mavoko SNP

Athi River at a total cost of 1,102,264,208.The Kibera housing project is99o/o complete with the

housing units having been completed and fully occupied. The Project has also delivered other
social infrastructures such as Social Hall, Youth centre and markets stalls. The Mavoko project on

the other hand is 90Yo and is being used in piloting the concept of sustainable neighborhoods. The
progress has been hampered by the inadequate funding from the National Treasury
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Impact on the community

The programme was iiritiated wittr a core poverty mandate to upgrade, pl'event anci eradicate

slums in K.enya. T'be projects supportcd through this programme are geared towards the provisiorr

of social and physical infrastructrre to the residents living and working in slums and informal

settlements.

On a pilot basis, the programme has managed to corstruct a total of 1,284 No. of hotrsing units

and provided them at subsidized costs to slum residents which are at various levels of completion.

Under tb.is arrangernent, a total of 822 households have been allocated decent houses through the

Kibera Soweto East Zone 'A' project while the Mavoko Sustainable Neighborhood Programme

will deliver a frrrther 462 no of housing units. These projects have brought positive impact to the

slum comrnunities who are perceived to be marginalized by the mainstream housirrg mat'ket and

thus served to uplift their welfare.

Planned projects

The Trust Fund has planned to develop an additional 7,125 housing units and associated

infrastructure. These include 4,435 houses in Kibera Soweto East Zone 'B', Nairobi and 2,690

units in Mariguini Informai Settlernents. Additional infrastructure comprising of mass lighting

projects, roads and school construr:tiorr as well as other social amenities has been scheduled in

various counties. The projects are estimated to cost K-sh 10, 687,500,000

Challenges
The Trust Fund is rvholly dependerrt on government budgetary allocation for its funding

requirements, as such inadequate budgetary allocation remains a major challenge" In the Financial

Year 2018/19, the programme was not funded fully leading to challenges in meeting corttracfiral

claims. This negatively impacted on projects implementation. This further resulted in stalling of
the two major projects and accumulation of pending bills amounting to Kshs. 89,152,457

The Delays in settling contractuai claims increases interest penalties from project contracts

Profracted court cases affectecl completion of l-angas Market in Eldoret, Uasin Grshu tlounty and

nrarket stalls in Kibera Sovreto EastZone 'A'. The Langas market has stnce been handed over to

the County government of Uasin Gishu fbr ttreir evetrtual completion and use.

Way Forward
As noted, inadequate funding is the major challenge facing the Trust Fund. There is need for the

government ro seek other sources of funds including engaging development partners to enabie the

Trust Fund discharge iqs mandate more effectively.

.-.(
.:' \ 

'. 'rrtr
Charles Hinga Mwaura
Principal Secretary
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Kenya Slum Upgrading Low cost Housing and Infrastructure Trust Fund (KENSUF)
Annudl and REPORT OF THE TRUSTEES

The,Trustees submit their report together with the audited furancial statements for the year ended
\-l

30th'June 2019, in accordance with the provisions of section 81 of the Pu6lic Finance

Management Act,20L2.

'1

Principal activities

The {'rust Fund is to implement programmes, projects and activities aimed at improvfng the lives

and llvelihood of people living and working in slums and informal settlementr 
"oondy*ide

Ii
Results 

t

The results for the Trust Fund for the financial year ended 30 June 2019 are set out on page 13.

Trustees

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

Auditors

The Auditor General is responsible for the statutory audit of the Trust Fund's books of account in

accordance with the provisions of Article 229 of the Constitution of Kenya and the Public Audit

Act,20l5

By order of the Trustees

\

Charles Hinga Mwaura

Principal Secretary

)
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Kcnla !rlurn Upgr:rtling Lorr cost ['lousing:rntl Infrastruciurr'frusl Irund (KL.rSLlt)
.A.unual repo.rt rnd tlnxncial st:rtcrucntsi ! I .1. I f.itl ENT OF fif US-I'ItS' R[,SPOlSIIJIL rTtli.s

sIATEilfENT OFSRUSTEES' RESPON.SIBTLITTES ' ,,1I :ir,p,

Section 8l of the Public Finance Managenrent Act, 2012 and Government Frinar,cial Tnrstees Act

no.5 of 2004, require the Trustees to prepare financial statements in respect of the Trust Fund,

which give a tr"re and fbir view of the state of affairs of the Trust Fund at the end of the financial

year and the operating results of the Trust Fund for that year. The trustees are also required to

ensure that the 'Irust Fund keeps propcr accounting records which disclose with reasonable

accuracy the financial position of the Trust Fund. The trustees are also responsible for

safeguarding the assets of the Trust FunC.

The Trustees are responsible for the preparation and presentation of the Trust Fund's financial

state;nents, which give a true and fair view of the state of affairs of the Trust Fund for and as at the

end of the financial year ended on June 30, 2019. This responsibility includes: (i) maintaining

adequate financial rranagement arrangements and ensuring that these continue to be effeotive

throughout the reporling period; (ii) maintaining proper accounting records, which disclose with

reasonable accuacy at any time the financial position of the Trust Fund; (iii) designing,

implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that thcy are free from material misstatements, whether due

to error or fraud; (iv) safeguarding the assets of the Trust Fund; (v) selecting and applying

appropriate accormttng policies; and (vi) making accounting estimates that are reasonable in the

circumstances.

The Trustees accept responsitrility for the Trust Fund's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and pmdent judgments and

estimates, in conformity with lntemational Public Sector Accounting Standards (IPSAS), and in the

manner required by tlre PFM Act, 2012 and the Government Financial Trustees Act . The Trustees

are of the opinion that the Tmst Fund's flnancial statements give a true and fair view of the state of
Trust Fund's transactions during the financial year ended June 30, 2019, ancl of the Trust Ftrnd's

financial position as at that date. T'he Trustees further confirm the completeness of the accounting

records maintained for the Trust Fund, which have been relied upon in the preparation of the Trust

Fund's financial statements as well as the adequacy of the systems of intemal financial control.

Nothing has comr: to the atterition of the Trustees to indicate that the Trust Fund will not remain a

going concem for at least the rrext fr.velve rnonths tiom the date of this statement.

Approval of thc financial statements

The Trust Fund's financial staternents v/ere approved by the Trustees on

and signed on its behalf by:

q

2019

steeTrustee

.t *.

Tru
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REPUBLIC OF KENYA

OFFTCE OF THE AUDITOR-GENERAL

En hancing Accoun tabi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA SLUM UPGRADING LOW
cosT HousrNG AND TNFRASTRUCTURE TRUST FUND (KENSUF) FOR THE
YEAR ENDED 30 JUNE, 2019. STATE DEPARMENT FOR HOUSING AND URBAN
DEVELOPMENT

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Slum Upgrading Low
Cost Housing and lnfrastructure Trust Fund (KENSUF) set out on pages 13 to 39,
which comprise the statement of financial position as at 30 June, 2019, statement of
financial performance, statement of changes in net assets, statement of cash flows
and the statement of comparison of budget and actual amounts for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 ollhe Constitution of Kenya
and Section 35 of the PublicAuditAct,20l5. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln rny opinion, the financia! statements present fairly, in all material respects, the
financial position of the Kenya Slum Upgrading Low Cost Housing and lnfrastructure
Trust Fund as at 30 June, 2019, and of its financial performance and its cash flows for
the year then ended, in accordance with lnternational Public Sector Accounting
Standards (Accrual Basis) and comply with the Public Finance Management Act,
2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). ! am independent of the Kenya Slum Upgrading Low Cost
Housing and lnfrastructure Trust Fund Management in accordance with ISSAI 130 on
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.

Report of the Auditor-General on Kenya Slum Upgrading Low Cost Housing and Infrastructure Trust Fund
(Kil'iSUF) for the year ended 30 June, 2019 - State Department for Housing and Urban Development



Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free

Report of the Auditor-General on Kenya Slum Upgrading Low Cost Housing and Infrastructure Trust Fund
(KENSUF) for the year ended 30 June 201 9 - State Department for Housing and Urban Development
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from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and overall governance.

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Fufther, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the

Report of the Auditor-General on Kenya Slum Upgrading Low Cost Housing and Infrastructure Trust Fund
(KENSUF) for the year ended 30 June 201 9 - State Department for Housing and Urban Development
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effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal controlwould not necessarily disclose all
matters in the internal control that might be material weaknesses under the lSSAls. A
material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

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

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

o

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

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

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

Report of the Auditor-General on Kenya Slum Upgrading Low Cost Housing and Infrastructure Trust Fund
(KENSUF) for the year ended 30 June 201 9 - State Department for Housing and Urban Development

4

o



a

a

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

Perform such other procedures as I consider necessary in the circumstances

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

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

Nancy u
AUDITOR.GENERAL

Nairobi

08 December,2020

Report of the Auditor-General on Kenya Slum Upgrading Low Cost Housing and Infrastructure Trust Fund
(KENSUF)for theyear ended 30 June 2019 - State Departmentfor Housing and Urban Development
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Kenya SIurn Upgrading Lorv cost Housing and Infrastructui'c Trust Fund (KENSUF)
Annual r rt and tinancial statelneu STATEMENT OF FINANCIAL PER.FOR.N,IANCE

SIATpMENT OF F.TNANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2OT9

Note 2018-2019

Kshs

2017-2018

IGhs

Revenue from exchange transactions
Finance incorrp

Other Inconre

7

8

22,llg,gg5
2,650,375

,68669720,

24,769,360 20,697,6'86

E)(PENDITI.IRE
Administative and other operating costs

Depreciation and anrortization costs

Total expenditure

Delicit for the year

9

IO

40,805,560

78,986,639

40,480,550

78,126,460

119,792,198 118,607,010

(95,022,838) (97,909,324)

The significant accounting policies and the notes on pages l8 to 38 form an integral part of these
financial statements.
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Kcnvrr Slurn Upgrading [,orv cos{ Housing lnd lnliasfrucfure l'rust F'und (Kt.NSti[-)
..\.nnu:rl rcport and financial stxtcrncutsl S'L\1'lilvlE\1'Olr f'tN.\N('I;\1. POSI'tION

sr*rethNT oFffiTNANcIAL Po srrroN
AS AT 30 JUNIE 2OI9

Note 2018-2019

Kshs

2017-2018

Kshs

ASSETS

Curent assets

Cash and cash equivalents

Feceivables fom exchange transactions

Receivables from nonexchange tansactbns

Total Clurrent asets

Non-curent assets

R.eceivables from exchange tansactions

Receivables liom non-exchange trarsactions

Work In Progress

Properly, plant and equipnrcnt

Total non-current assets

Total Assets

76,540,165 37,902,482

l1
12(a)

l2(b)

t2(a)
12(b)

13

l4

40,306,428

28,559,994

7,673,747

7,8gg,l g2

28,559,990

1,454,310

617,284,378

2,451,244,088
948,143,093

2,914,121,961

644.994,380

73.431,361

806.394,226

2,975,880,500

6,930,793,520 4,500,700,467

7,007,333,695 4,538,602,949

LI,\BILITIES
(lrrrent liabilities
Payables tom exchange hansactions

Payables tonr non- exchange fransactions

Total cuntnt liabilities

Non-curte nt liabilities
Payabies from exchange transactions

Total liabilities

Net assets

9A309,517 281,368,701

l5(a) 74,244,088 73,431,361

164,553,535 354,800,062

6,842,780,049 4,183,802,887

I s(a)

l5(b)
89,152,457

1,157,090

262,028,211

19344,490

REPR}:SENTED BY:
Generai Reserves

GOK Developnrent Reserve

Charles Hinga Mwaura
Principal Secretary

\c Charles Wafula Sikukr{ Fred Muhul
Head of Accounting

333.254,018

6,509,526,03!

428,276,856

3,7 55,526,031

Total Nets Assets and Liabilities 6,842,780,049 4,183,802,887

The significant accounting policies and the notes on pages i8 to 38 form an integral part of
these financial statements. The financial statements on pages 13 to 38 were approved by the
trustees -----------p--------and werc signed on their behalf by:

\

H trffrrqF^r$

Director
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Kenya Slum Upgrading Lorv cost Housing and Infrastructure Trust Fund (KENSUF)
Aunual report and financial statementsl STATEMENT OF IN NET ASSETS

ri

._

ll

FOR THE YEAR ENDED 30 JT]I\[E 2019

As at lst July,2017

Deftit for ttre year

Grans from 32,526,031

428,276,856 3,755,526,031 4,183,902,E97

General r,reserve
GOKDeveloprnent

resewe

IGhs

3,723,000,000

TotalI

I

i

IGhs

526,186,180

(97,909,324)

IGhs

4,249,186,180

(97,909,324)
a

-llr,t*,*,
't

6

L

As at 30th June 2018
t

As at lst July 2018

Deftit for the year

Grants tomExcheqtrer

As at 30th June 2019

6

428,276,856

(95,022,838)

3,755,526,031 4,183,802,887

(95,022,838)

2,754,000,0002,754,000,000

333,254,018 615091526,031 6,A2,7901049

The significant accounting policies and the notes on pages 18 to 39 form an integral part of these

financial statements.
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..\nnual r 'rrort and liuirucial strttcnrcntsi ST.\l'ENIENT ()F C,\SH liLO\\'S

Fr*f rciunNTo r cAs H J'r,ows
FOR THE YEAR ENT,BD 30 J{.,NE 2OT9

2018-2019

Kshs

2017-2018

Kshs

Cash flolw from activities
Receipts
Mortgage installrnents

Govqrnment gants and subsidies

Finarce incorne

Total Receipts
Payments

Goods and services

Purchase ofassets

Finance cost

Contractors

Total Payments

Mortgage interest

Net cash flows from operating activities

447,011,293 96,791,041

39,466,338

17,228,100

182,132

337 ,534,171

38,725,200

47,898,308

377,000,000

43.567,325

:12,526,031

?.0,6.c)7,(,85)) I 18,985

394,410,741

t 85,300

50,308,906

89,219,405
(20,636,307)(20,188,306)

32,418,246 (13,064,674)

Cash flolls from financing activities
Pt oceeds from borrowings

Net cash flows used irr financittg activities

Net increase/ldecrease) in castr and cash equivalents

18,183,400

18,183,400

5,118,730

Cash and cash equivalents at I Juiy

Cash and cash equivalents at 30 June

7,888,182 _ _?J_ss+n
I I 40,306,428 7,888,182

The significant a.ccounting poiicies and the notes on pages l8 to 39 form an integral part of

these financial s'taterneiits.

7) 418,246
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I(elt-,'a Slttnt Upgrading l-ow c,.rsl llousinq irntl Irrtrastruclurt'lrusf fiup(l (KIiNSIiJr)
.\nnurl report and lin:rncial srafe rnenrsl STA'IIilltlN't ol.' c'C.\1I,.\lr-ISoN o[' BtiDGu't ,\ND r\(]TLi.\t_

.\Nl0t,Nl'

SIATEMENT OF COMPARISON OF BUDGET AND ACTUAI,{AMOIINf.

Original budget Final budgct

20r8-20r9
Kshs

2018-2019

IGhs

Actual on

comparable

basis

2018-2019

Kshs

Performance
difference

2018-2019

Kshs
REVENUE
Govemment grants and subsidbs

Finance Incorne

Other inconrs

Total irrcome

2,754,000,000

22,000,000

3,000,000

2,754,000,000

22,000,000

3,000,000

2,754,000,000

22,118,985

2,650,375.00

oa)
-l 18,985 b)

349,625 c)
, 772,000,000 2,779,000,000 2,779,769,360 230,640

EXPENDITURE
Finarrce cost

Use ofgoods and selices
Depreciatbn and arnortization

Total exlxnditure

Surplus forthe year

200,000

40,000,000

80,000,000

120,200,000

200,000

40,000,000

80,000,000

182,132

40,623,428

78,986,639

17,868

-623,428
I ,01 3,36 l

d)

e)

f)
120,200,000 llg,7g2,lgg 407,801

2,658,800,000 2,658,800,000 __2{s8pJ1_}62_ ______-r7LSL
RECONCILIATION
Deficit as per statement ofbudget and actual arrounts
[rss: Trarsfer to Developrnent Reserve

Deficit as per statetnent of financial performance

2,658,977,162
(2, 000)

(95,022,838)
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Kenya SIunr Upgrading l-orl'cost Housing and Infl'astructurc'l'rust Fund (KENSLIF)
,\nrtual report and llnancial statcnrentsl NOTES; TO 'I H L I"lN,\NCI.,\L STI\TENII-NTS

NoiFs rO rru FrNANdAr, STATEMENTSSF s '::-

l. General Information
Kenya Slum Upgrading, Low cost Flousing and Infrastructure Trust Fund (KENSUF) was

formed on22nd December 2006, through a gazette notice no. 51, by legal notice no. 168 under

the Government Financial Ittlanagenent Act no. 5 of 2004. At Cabinet level, the trust Fund is
represented by the Cabinet Sr:cretary for Transport, Infrastructure, Housing and Urban
Development and public works rvho is responsible for the general policy and strategic direction
of the fund.

2. Statement of compliance and basis of prcparatton
Tlre financial statenrents have been prepared on a historical cost basis except for the
nreasurenrent at re-valued. amourits of certain itenrs of property, plant and equipment. and
financial instrunrents at fair value, impaired assets at tl,eir estinrated recoverable anrounts.

The preparation of financial statenrents in confornrity with lnternational Public Sector
Accounting Standards (IPSAS) allows the use of estinrates and assumptions. It also requires
nlanaSenrent to exercise judgement in the process of applying the Trust's acconnting policies.
The areas involving a higher degree of judgement or conrplexity, or where assumptions and
estinutes are significant to tlie financial statenrents, are disclosed in Note 5.1'he finaircial
statenrents have been preparcd and prese;lted in Kenya Shillings, which is the functional and
reporting currency of the Trust.

The Financial Statements have been prepared in accordance with and comply .,vitlr
International Public Sector Accorinting Standards (IPSAS) issued by International Public Sector
Accounting Standards Board (IPSA.SB), the Public Financial Managemerrt Act, 2012, Pr-rblic
Audit Act, 2015 and Kenya Roads Act 200'7. The accounting policies adopted have been
consistently applied to all ihe years presented.

3. Adoption of new and revi.sed Stanrlards
Severai new and revised standards and interpretations were effective during the yea.r. T'he

directors have evainated the impact c.f tlie new standards and interpretations and none of thent
had an inrpact on the Authority's financial starements.

i. Relevant new standards and amendments to published standards effective for the vear
endedSOJune2Ol9

Impaat

IPSAS 4O: Applicable:'[,st January 20 19

Public Sector
Conrbinations

The standat'd cover:s pubiic sector conrbinations arisinS; fronr exchange
trarrsactiorrs in whicir case they are treated sinrilarly with IFRS 3hpplicable
to ar:quisitions only). Brrsiness conrbinations arrd conrbinations arising fronr
non-exchange transactions al'e covered purely under Public Sector

18



Kenl'a Slurn Uperading Lorv cost Housing and Infrastmcturc. Trust Fund (KENSUt')
.,\nnual reoort and financial state nrcntsl N()'I ES O'TIIE TTIN.\\(]IAL ST.\TENIENTS

Standard Impact

conrbinations as anlalganrations. This lias no inrpact on the Trust

IPSAS 41:
Financial
Instruments

Applicahle: 1* J aruary 2022:

The oQjective of IPSAS 41 is to establish principles for the financial
reportilrg of financial assets and liabilities that will present relevant and
useful i,nformation to users of financial statements for their assessnlent of
the amounts, timing and uncertainty of an entity's future cash flows.

IPSAS 4l provides users of financial statenrents with nlore useful
infornration than IPSAS 29,by:

. Applying a sirrgle classification and nreasurentent model for financial
assets that considers the characteristics of the asset's cash flows and
the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model that is
applicable to ail financial instrunrents subject to impairnrent testing;
and

. Applying an inrproved hedge accounting model that broadens the
lredging arranSerllents in scope of the guidance. The nrodel develops a
strong link between an entity's risk nlanagenlent strategies and the
accounting treatnrent for instruments held as paft of the risk
lllanagenrent strategy.This has no Impact on the Trust

IPSAS 42:
Social Benefits

Appbcable: l,x J aruary 20 22

The objective of this Standard is to improve the relevance, faithful
representativeness and conrparability of the inforntation that a reporting
entity provides in its financial statenrents about social benefits. The
inforntation provided should help users of the financial statements and
general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;

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

(c) The inrpact of such social benefits provided on the entity's financial
perfornranc e, f inancial position and cash fl ows.

This has no Irrrpact on the Trust
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Kenva Slum Upgrading Lorv cost Housing and Iultastructure'frust Fund (KENStIF)
r\nnual report and linancial statcments I NOTES TO THE FINANCI,.\L STATEMENTS

ii. F,aily adoptron of standards

Tlre Trust did not early - adopt any new or anTended sta.ndards it- year 2Olg

4. Surnmary of significant Accounting Policies
T'he principal accountirng policies adopted in the preparation of these financial statements are set

out below. These policies have been consistently applied to ail the )/eal's presented, unless
otherwise stated.

(a) Basis of Preparation
The financtal statements have been prepared under the hrstorical cost conventiou, rmless

otherwise stated. The Financial Statements are presented in Kenya Shillings which is the
functional and reporting curency of the Trust Fund.

(b) Presentation of Financial Statements

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

The 'frust Furrd classifies its expenditure by the nature of expense methodology.

The disclosure on risks are presented in the financial risk management objectives and policies
contained innote24.

(c) Budget Information
The original budget for FY 2018-2019 was approved by the National Assernbly on 9th June 2018.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate aulhorities..
The Trust Fund's budget is prepared on a different basis ro the actual inconr.e and expenditure
Cisclosed in the financial statements. The financial statements are prepared on acr;mal basis using
a classification based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. 'Ihe amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassilled by presentation to be on the same

basis as the approved budget. A comparison of budget and actua.l amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of the
financial statements and the approved budget.
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I(enya Slum Upgrading Lorv cost Housiug and Inttastructure Trust Fund lKENSUF)
.,\nnual report and financial statcnrcntsl NOTES'I'O THE FIN.-\NCI;\L STATEI\,IENI'S

(d) Taxation
The Trust Fund is an appointed tax agent for K.enya Revenue Authority with the mandate to
withhold tax and remit to Kenya Revenue Authority. The withheld taxes are recognized as

current liabilities until paid to the relevant Authority. '

Current income tax assets and liabilities for the cprrent period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted, at the reporting date

in the area where the Trust Fund operates and generatcs taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net assets

and not in the statement of financial performance. Management periodically evaluates positions
taken in the tax retums with respect to situations in which applicable tax regulations are subject
to interpretation and establishes provisions where appropriate.

(e) Translation of foreign currencies
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. Payables or receivables denominated in foreign currency are reported at

the statement of financial position reporting date by applying the exchange rate on that date.

Exchange differences arising from the settlement of creditors, or from the reporting of creditors
at rates different from those at which they were initially recorded during the period, are

recognized as income or expenses in the period in rvhich they arise.
(0 Revenue recognition

Revenue comprises the fair value of consideration received or receivable in the ordinary course

of business. In accordance with Government Financial Management (Kenya Slum Upgrading,
Low cost Housing and Infrastructure Trust Fund) regulations 2006 Revenue comprises Grants,

Loans and donations from Central Government and Development partners, and such moneys,

sums or assets that may accrue to the Trust Fund. The Trust Fund recognizes revenue when the

amount of revenue can be reliably measured and it is probable that future economic benefits will
flow to the Trust Fund.

, Transfers from Governnrent and other entities
Grants from Government and other entities are recognizedas they accrue in the period in which
the transfer becomes binding at fair value, in the Statement of Financial Performance and

Development reserves, unless the collectability is in doubt. The fair values can be determined by
reference to the market rate.

Where a transfer is subject to conditions that if unfulfilled require a return of the transferred
resources they are recognized as a liability until the condition is fulfilled.
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ii) Interest lncome
Interest income and expense, including interest income from non-dorivative t'inancial assets are

recognized at fair value through the Statement o1, Firrancial Performance using the effective

interest method, Interest income is accrued on a tirne basis anri is c;rlculated on call and fixed
deposits held with approved banking institutions.

ii{ Fees, Penalties and Other income
Other income is accounted for on receipt basis

(.9 Financial Instruments
(i) Financial assets
Financial assets within the scope of IPSAS 29 are classified as financial assets at fair value
through surplus or deficit, receivables, held-to-maturity investments or available-for-sale

financial assets, as appropriate. The Trust Fund determines the classification of its financial

assets at initial recognition.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when the Trust Fund provides money or services directly
to a debtor with no intention of trading the receivabie. Receivables mainly arise from non-

exchange transactions which accrue in the ordinary course of business and there is no intention

of tracing the receivable.

Receivables are recognized initially at the fair value. They are subsequently measured at

amortized costs using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is objective evidence that the

Ti'ust Fund will not be able to collect all amounts due according to the or:iginal terms of
receivables.

The carrying value less discounts and any impairment provlsion of irnpainnent is assumed to
approximate their fair values. For financial instnrrnents such as short term receivatrles, no

disclosure of fair value is required when the carrying amount is a reasonable approximation of
fair value. Receivables are classified as current assets if payment is due vrithin one year or less.

If'not, they are presented as non-current assets.

(ii) Financial Liabilities
Finarrcial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value tluctugh surplus or deficit or loans and borrowings, as appropriate. The Trust Fund

deterrrrines the classification of its financial liabilities at initial recognition.

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

Payables are recognized initially at fair value and subsequpntly measured at amortized cost

using the effective interest method. The hir;torical cost carrying amount of payables subject to the

normal credit terms usually approximates fair value. Payables are classified as current liabilities
if payment is due within one year or less (or in the normal operating cycle of business if longer).
If not, they are presented as non-current liabilities.

(h) Provisions

Provisions are recognized when the Trust Fund has a present obligation (legal or constructive) as

a result of apast event, it is probable that the'frust Fund will be required to settle the obligation,
and a reliable estimate can be made of the amount of obligation.

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

sun'ounding the obli gation.

Contin gent Liabilities
The Trust Fund does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is rernote.

Contingent assets

The Trust Fund does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Trust Fund in the notes to the financial
statements.

Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually ceftain that an inflow of economic
benefits or service potential will alise and the asset's value can be measured reliably, the asset

and the related revenue are recognized in the financial statements of the period in which the

change occurs

(i) Leases

i) Finance Lease

L.eases of property, plant and equipment including Morlgage contracts where the beneficiaries
assumes substantially all the risks and rewards incident to ownership are classified as finance
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leases. Finance leases ate recognized as an asset at the inception of the iease at the lower of the

fair value of the leased assets and the present value of the minimum lease payments. The iirterest

rate implicit in the lease is used as the discount factor in determining the present value. Each

lease payment is allocated between the asset and finance income using the interest rate implicit
in the lease. The firrance irrcome is credited to the statement of financial performance t in the

year in which it is received.

ii) Operating leases

Leases of assets where a significant proportion of the risks and rewards of ownershrp are retained

by the lessor are classified as operating leases. Pal,rnents made/received under operating leases

are charged/credited to the statement of finaircial perfonnance on a straight line basis over the

lease period. Prepaid operating lease rentals are recognized as assets and are subsequently

amortized over the lease period.

CI) Provision for liabilities and charges

Provisions are recognized u,hen the company has a present legal or constructive obligation as a

result of past everits, it is probable tliat an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate of the amount of the obligation
can be made.

(k) Property, plant and equiprrent
All categories of property, plant and equipment are initially recognized at cost and subsequently

carried at cost less accumulated depreciation and accumulated impairment losses. Cost includes

expenditure directly attributable to the acquisition of the assets. Computer software, including
the operating system that is an integral part of the related hardware is capitalized as part of the

computer equipment. All other items of property, plant and equipment are subsequently carried

at cost less accumulated depreciation and accumulated impairment losses.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as

appropriate, only when it is probable that ftiture economic benefits associated with the item will
flow to the company and ttre cost of the item can be measured reliably. Repairs aud maintenance

expenses are charged to the statement of financial performance in the year in rvhich they are

incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal consideration the

asset is initially nreasured at its fair value

Depreciation is calculated usirrg the reducing balance method to write down the cost of each

asset to its residual value over its estimated useful life using the following annual rates:

Rate - o/o

2.5%Land and Buildings
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Computer Equipment and software

Furniture and Fittings
33.3%
12.5%

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

The assets' residual values and useful lives are reviewed, and ad,usted if appropriate, at each

balance sheet date. Gains and losses on disposal of property, plant and equipment are determined
by reference to their carrying amount and are taken into accou:nt in determining operating
surplus.

(l) Construction contracts

A construction contract is defined as a contract specifically negotiated for the construction of an

asset. Contract costs are rccognized as assets in the period in which they are incurred.

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

extent that the amount can be measured reliably and its payment is considered probable.

The Trust Fund uses the 'percentage-of-completion method' to detennine the appropriate amount
to recognize in a given period. The stage of completion is measured by reference to the contract
costs incurred up to the end of the reporting period as a percentage of total estimated costs for
each contract. Costs incurred in the year in connection with future activity on a contract are

excluded from contract costs in determining the stage of completion. They are presented as

inventories, prepayments or other assets, depending on their nature.

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

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

(m) Impairment of Non-Financial Assets

At each reporting period end, based on internal and extemal sources, the Trust Fund reviews the
carrying amounts of its tangible and intangible assets to dctermine whether there is any

indication that those assets have suffered an impairment loss. If any such indication exists, the

recoverable amount of the asset is estimated in order to determiue the extent of the impairment
loss.
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Where it is not possible to estimate the reccverable amount of an individual asset, the Trust Fund

estimates the recoverable value of the asset.

Inrpairment losses are recognized as an expense in the Statement of Financial Perfonrrance

whenever the carl,rng amount of an asset exceeds its recoverable amount. Where an impairment

loss subsequently reverses, the carrying amount of the asset -s increased to the revised estimate

rrf its recoverable amount. A reversai ol impairment loss is lirnited to the assets carrying amottnt

that would have been determined had no impairment loss lreen recognized in prior years. A
reversal of an impairment loss is credited to the Statement of Financial Performance in the year

reversals are recogriizeci.

(n) Work In Progress

Work in progress comprises of incomplete housing and infrastructure projects and is measured at"

cost upon initial recognition. Costs incurred in developing the project is accounted for, based on

purchase cost using the weighted average cost method.

After initial recognition, Work In Progress is measured at the iower of cost and net realizable

value. Net realizable vaiue is the estimated selling price in the ordinary course of operations, les:s

the estimated costs of completicn and the estimated costs necessary to make the sale, exchar,ge,

or distribution.

(o) Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on cali

and highty liquid investments with an original mahrrity of three months or less, which are readily

convertible to known amourrts r:f cash and are subject to insignificant risk of changes in value.

Bank account balances include amounts held at the various commercial banks at the end of the

financial year.

(p) Nature and purpose ofreserves

The Trust Fund creates and inaintaius resen,es in terms of specific requirements.
'Ihe net assets are nrade of up of designated funds and accumulated reserve which are explained

as follows:

i. GOK development reserve iunds which relales to cumulative exchequer and development

partners'funds received fbr development projer:ts. This represents the Trust Fund's

Investment in Low cost housing and iirfrastructure to 30 June 2019.

ii. General reserye relatr:s tc accounting surplus/deficit which accrues from unutilised firnds,

interest income and other misceilaneous income as well as subsidies provided by the

government to the beneficiaries of the housing scheme.
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(q) Changes in accounting policies and estimates

The Trust Fund recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective application is
impractical.

(r) Comparatives 
,

Where necessary, comparative figures have been adjustrid to conform to changes in presentation
of the Iiinancial Statements as required by International l'ublic Sector Accounting Standards and
any amendment whenever necessary in the current year

(s) Subsequent Events

There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 2019.

5. Critical Accounting Estimates, Judgements and Assumptions
In the process of applying the Trust Fund's accounting policies, the trustees have made estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities as at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

(a) critical Judgments in Applying the Trust Fund's Accounting policies

In the process of applying the Trust Fund's accounting policies, judgments have been made in
determining:

a

a

a

(b)

Whether the assets are impairedl

The classitication of financial assets;

The going concern.

Critical Accounting Estimates and Assumptions

The key areas ofjudgments and sources of uncertainty in estimation are as set out below
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(i) Contingent Liabililies
As disclosed in these financial statements, the Trust Fund is exposed to various contingent

liabilities in the normal course of business. l'he trustees evaluate the status of these exposures on

a regular basis to assess the probability cf the Trust Fund incurring reiated liabilities. Flowever,

provisions are only made in the financial statements where, based on the trustees' evaluation, a

present obligation has been established.

(it) Provision for Doubtful Debts

The 'l'rust Fund reviews its receivables to assess the likelitrood of impairment. Provision for
impairment of receivables is established when there is objective evidence that the Trust Fund

will not be able to collect all amounts due. Where necessary, an estirnation of the amounts

irecoverable is made in that year. Provision for impairment shall be recognized upon approval

by the trustees.

(iii) Other Provisions
Other provisions are recognized when the Trust Fund has legal or constructive obligation as a

result of past events, for which it is probable that an outflow of economic benefits will be

required to settle the obligation, and a reliable estirnate can be made of the amount of the

obligation.

(iv) [ntpairnrcnt Losses

At each reporting period end, the Trust Fund reviews the carrying amounts of its tangible and

intangible assets to determine whether there is any indication that those assets have suffered an

impairment loss. If any such indication exists, the recoverable amt-runt of the asset is estimated in
order to determine the extent of the impairment loss.

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

estrmates the recoverable value of the asset. Any impairment losses are recognized as an expense

immediately. Where an impairment loss subsequently revei'ses, the carrying amount of the asset

is increased to the revised estimate of its recoverable amount. A reversal or" an ittrpairment loss is

recognized as income immediately.

6. Government Grants and Subsidies
20t 8-2019

Kshs

2,754,000,00c

2017-2018

Kshs

32,526,031GOK Developnrcnt Funds

Transfbr to Derzeloprnent Frmd

Total Revenue
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Name of the Entity
sending the grant

Anrount

recognized to

Statement of

Amount
deferred
under

Anrount
rtcognised in
capital fund.

Total grant
income during

the year
2018-2019

MOTIHUD
Total

2,754,000,000

2,754,000,000

2018-2019

Kshs

20,188,306

1,930,679

: 20L7-2018

' Kshs

20,636,307

61,379

7. Finance Income
Mortgage Interest

lnterest on call deposits

8. Other Income
Grans

9. Operating and other administrative costs

22,118,995 20,697,685

2,650,375

Administrative and other operating expenses
Advertising
Salaries and wages

Admin Ges

C onferences and delegations

Corsurnables

Electricity
Fuel and oil
Insurance

kpl expenses

Licenses and permits

Postage

Printing and stationery
Hire charges

Security costs

Teleconrntnication
Travelling and Subsistence

Training
Bank Charges

Miscellanous expenses

Total Administrative and other operating expenses

357,000
375,000

1.718,900
2,587,732
1,978,815
2,550,000

12,000
2,777,262

60,000
8,500

1,915,652
1,050,000
1,648,000

431,O34
21,484,195

884,338
182,132

785,700

1,668,900
2,994,900
2,134,087
2,653,666

512,036
2,912,225

43,925
60,000

8,300
1,561,014
1,073,400
1,553,750

368,144
20,213,964

895,800
185,300
855,439785 000
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2018-2019
IGIN

2017-20t8
Kshs

10. Depreciation and amortisation costs

Property plant aril equfinent

11. Cash and cash equivalents
Currerrt aocorrnts

CallDeposirs

a) Receivables Frcm Exchange Transactions

Monigage lnans- current

Mortgage loans- Noncurrent

Mortgage account

At start ofth year

lnterest for the year

Recoveries d*iog the year

As at30thJune 2019

78,986,639 78,126,460

19,633,687

20,672,741

7,888,182

40.306.428 7,888,182

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

Co-operative Bank of Kenla 40,306,428 7,888,182

12. Receivables
a) Receivables FYom Exchange Transactions

Carrent
Mortgage Receivable 28,559,990 28,559,990

Non current
Other receivirhles 617,284,378 644,994,380

b) Re ceivable s Fhom N on-Exchange Trans actions

Current
StaffInprest 7,673,747 1,454,310

Non Current
Mortgage Receivable =:Zry 73,431,361

28,559,994

617,284,378

28,559,990

644,994,380

645,844,368 673,554,370

673,554,370

20,188,306

(47,898,308)

696,485,388

20,636,307

(43,567,325)
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b) Receivables Ftom Non-Exchange Transactions
Contact retentbn rmney
Grants Receivable

Total Receivables From Non-Exchange Transaction

Total Receivables

2018-2019

IGhs

74,244,088
2,377,000,000

2017-2018
IGhs

73,431,361

2,451,244dgg 74,gg5,671

3,097,089,456 749,440,040

Receivables constitute both short term and long term liquid assets which are recoverable.

Mortgage loans represent funds due from beneficiaries for the sale of the low cost houses and are

recoverable in accordance with the contract terms. Contract retention money represents funds
retained from the contractors which are held by the parent ministry. The maximum exposure to
credit risk at the reporting date is the fair value of each class of receivable mentioned above.

Mortgage loans are secured by the title to the houses which are only surrendered on full recovery
of the loan. The Trust Fund does not hold any collateral as security for the retention receivable.
The aged analysis of receivables is as follows:

Lrss Than
I Month

Ksh

7,673,747

Betueen
1-3 months

IGh

Betneen
3-12 Months

Ksh

28,559,990

Over
One Year

Ksh
617,284,377

Total

Other Receirrables

StaffIrrprest

Total

IGh
645,844,367

7,673,747

7,673,747 28,559,990 6l 77 653,518,114

13. Work In Progress

At lst July2018
Additions

At 30thJme 2019

806,394,226 7gg,5gl,05g
141 748,867 17,803 ,167
948,143,093 806,394,226

Work ln progress comprise of incomplete houses and infrastruch.rre. ln the opinion of the
Trustees the carrying amounts of the work in progress approximate to their fair value.
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14.

CosU Valuation
As at lst h:f2017
As at 30 June 2018

Additiors drring the year

As at 30 June 2019

Depreciation
As at lst Jvly 2017

Charge for the Year

As at 30 June 2018

Charge for tlre Year

As at 30 June 2019

Net Book Value
As at30 June 2018

As at 30 Jue 2019

Property Plant and equipment

Land and

Buildings

Ksh

3,r2s,721,982
3,125,721,98?,

3,506,000

3,506,000

20,129,262

20,129,262

Furniture and

Fittings

Ksh

Computers and

Technical

Equipment
Ksh

Total

Ksh

3,149,3s7 ,244

3,149,357,244

11,317,600 5,9 10,500 17,228,100

3,125,721,982 14,823,600 26,039,762 3,[66,585,-144

't8,143,450

76,189,473

2,518,691

123,414

14.688,543

1,813,573

95,350,284

78,126,460

154,332,523

74,284,136

2,642,105
1,522,687

16,502,116
3,179,215

173,476,744

78,986,639

228,61.7,259 4,164,792 19,681,331 252,463,383

2,1t77,389,459 863,895 3,627,146 2,975,880,500

2,891,104,723 10,6 58,808 6,358,431 2,914,121,961

2018-20r9

Ifths
2017-2018

Kshs

15. Payables
a) Payables From Exchange Transactions
Trade payables

Other Payables

C ontract retention lrloney

Total Payables From Exchange Transactions

b) Payables From Non-Exchangtr Transactions
Life irsurarrce clairrs payable

Civil Servants Housing Frrnd

Total Payables From non Exchange I'ransactions

89,152,457 258,886,886
J t4t 325

89,152,457
74:244.088

262,028,211
73 43t 361

163,396,545 335,459,571

1,157,090 1,157,090
l8 183 400

t 157 090 19344,490

Total Payables
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16. Financial risk management objectives and policies
The Trust Funcl has an integrated risk management framework/ strategy. The lrust Fund's
approach to risk management is based on risk governance structures, risk management policies,
risk identification, measurement, monitoring and reporting. The risk management policies and

systems are reviewed regularly to ensure they are in tandem with the micro and macro
environment, regulatory guidelines, industry practice, market conditions as well as the services
offered.

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

The Trust Fund core business involves major engagements with financial transactions and

processes which pose certain risks. Three types of risks are reported as part of the risk profile
namely operational, strategic and business continuity risks.

(D Operational risks are events, hazards, variances or opportunities which could influehce
the achievement of the Trust Fund's compliance and operational objectives.

(ii) Strategic risk is a significant unexpected or unpredictable change or outcome beyond
what was factored into the organization's strategy and business model which could have

an impact on the entity's performance.

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

Trustees have the overall responsibility for the establishment and oversight of the Trust Fund's
risk management framework. Tlie Trust Fund has delegated its risk management to the Audit and

Risk Committee of the parent ministry. One of the responsibilities of this committee is to review
risk managernent strategies to ensure that an effective efficient and transparent system of risk
managernent is maintained for sustainable management of the Trust Fund.

The Trust Fund's exposure to risks, its objectives, policies and processes for managing the risk
and the methods used to measure it have been consistently applied in the years prescnted, unless

othctwise stated. Thc Trust Fund aims therefore to achieve an appropriate balance between the
risk and retum and minimize potential adverse effects on its financial performance.

The financial management objectives and policies are as outlined belorv:

a) Liquidi4,Risk
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Liquidity risk is the risk that the Trust Fund will not have sufficient financial resources to rneet

its obligations when they fall due or will have to do so at excessive costs. 'Ihis risk can arise

from mismatches in the timing of cash flows from revenue and capital/ operational outflows,
assets and liabilities according to their maturity profiles and can occur where cash flow streams

I

have been discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid
asset positions cannot be met at expected terms and when required. i

I

The objective of the liquidity and funtiing management is to ensure that all foreseeable

operationalland capital commitment expenditure can be met under both normal and stressed

conditions and the mismatch is controlled in line with allowable risk levels"

The Trust Fund has adopted an overall balance sheet approach which consolidates all sources

and uses of liquidity, while aiming to maintain a balance between liquidity, cash flows and

interest rate considerations. The T'rust Fund's liquidity and funding management process

includes:

i) Projecting cash flows and considering the cash required and optimizing the short term

requirements as well as the long term funding, maintaining balance sheet liquidity ratios,
ii) Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities,
The Trust Fund has an estabiished coryrorate govemance structure and process of managing risks
regarding guarantees and contingent liabilities.

The primary sources of revenue f'or the Trust Fund are mainly Grants from the central

Government.

The table below summarizes the maturity analysis for financial liabilities to their remaining
contractual maturities
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Year Ended 30 June 2019

Trade Payables

Contract retention

LiG idurance payable

Total

YearEnded30June 2018

Trade Payables

Civil Serrrants Hotsing Scherx

Ther payables

Life insurance payabb

Contract retention

Less Than

I i\{onth
Ksh

Between

l-3 months

Ksh

I,1s7,090

Between
3-12 Months

Ksh

Over
One Year

Ksh
89,152,457

.74.244.088
t-
I

1,157,090 I

[,ess Than
l Month

Ksh

Between

1-3 months

Ksh

Behveen
3-12 Months

Ksh

Over
One Year

Ksh
258,886,886

18,183,400

3,141,325

I,1s7,090
73,431,361

Total 22,481,815 332,378,246

b) Market Risk

Market risk is the risk that the fair value of future cash flows of financial instruments will
fluctuate because ofchanges in foreign exchange rates, prices and interest rates. The objective of
market risk management policy is to protect and enhance the Statements of Financial Position
and performance by managing and controlling market risk exposures within acceptable

parameters, and to optimize the funding of business operations and facilitate capital expansion.

The Trust Fund is exposed to the following market risks:

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

(i, Price Risk
The T'rust Fund is not exposed price risk.

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

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

c) Credit Risk
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T'he rnaximurn expL-lsure of the Trust Fund to credit risk as at the balance sheet ciate is as follows

Year Endcd 30 June 2019

Ksh
74,244,088

7,673,747

2,377,000,000

645,844,367

40,306,428

Past Due

But Not
impaired

Kbh Ksh
74,244,088

7,673,'747

2,377,000,000
645,844,367

40,306,428

Corfi'actor retention

Inprest receirable
(irants receirnable

Mortgage bans

Cash at Bank

Gmss Financial Assets 3,145,068,630 3,145,068,630

Year Ended 30 .Iune 2018

Past Due

But Not
impaired

Ksh

Total

Fully
Performing

Past duc and
Impaired

Ksh

Total

Contractor retention

inprcst recenable

Ir{ortgage loa:os

Cash a-t Bank

Other receivables

FuIIy
Performing

Ksh
73,431,361

1,454,3t0
673,554;370

7,888,182

Past due and

Impaircd

Ksh Ksh
73,431,361

1,454,310

673,554,370

7,888,182

0

Gross Financial Assets 756,328,223 756,328,223

c) Operational Risk
Operational risk is the risk of direct or indirect loss arising iiom a wide variety of causes

associated rvith the Trust Fund's processes, personnel, techn('logy and infra.structure and from
external factors other ttran credit, mark,:t and liquidity risks such as legai and regulatory

requirernents and generally acceptable standards of corporate behavior.

Tlie Trust Fund seeks to ensure that key operational risks are uranaged in a timely and effective

rnanner through a framework of policies, procedures arid tor-'is to identifi7. assess, monitor and

report such risks.

The Trust Fund's objective is to manage operational risk sr.t as to balance the avoidance of
financial losses and damage to the Trust Fund's reputation rvith overall cost effectiveness and to

avoid control procedures that restrict initiative and creativity.
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The primary responsibility for the development and implementation of controls to address

operational risk is assigned to senior management. The responsibility is supported by the
development of overall standards for the management of operational risk in the following areas:

(i) Requirements for appropriate segregation of duties, including the independent authorization
of transactions;

(ii) Requirements for the reconciliation and monitoring of financial transactions,
(iii) Compliance with regulatory and legal requirerr,ents;
(iv) Documentation of controls and procedures;
(v) Requirements for the yearly assessment of operational risks faced and the adequacy of

controls and procedures to address the risks identified;
(vi) Requirement for the reporting of operational losses and proposed remedial action;
(vii) Training and professional development;
(viii) Ethical and business standards; and
(ix) Risk mitigation, including insurance where it is effective.

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

d) Compliance and Regulatory Risk

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

e) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from defective
transactions or contracts, claims being made or some other event resulting in a liability or the

loss for the Trust Fund, failure to protect the title to and inability to control the rights to assets of
the lrust Fund (including intellectual property right), changes in law, or jurisdictional risk.

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

17. Explanation for budget variances
The original budget for FY 2017-2019 was approved by the National Assembly on 8th June 2019.
Subsequent revisions or additional appropriations werc maCe to the approved budget in
accordance with specific approvals from the appropriate authorities. Significant budget variances
exhibited is due to underfunding during the year.
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18. Related Parties Balances and Transactions
The Tr-rst Fund regards a related party as a person or an entiry with the atiility to exert control

individually or jointly, or to exercise significant influence over the Trust Fund, or vice versa.

Mernbers of key management are regarded as related parties and cornprisc the Principal

Secretary and senior managers in the Slum Upgrading department.

(a) Related party transactions

The following transactions were carried out with related parties during the year

Receipts end transfers

Govemnent ofKenya
Civl1 Servant Housmg Schene

2,754,000,000

2018-2019

IGhs
2017-2018

IGhs

32,526,031

18,183,400

2,754,000,000 50..709,431

(b) Outstanding balances arising from non-exchange transactions
Ttre foliowrng were outstanding balances with related parties as at 30th June 2019

Govemrrent ofKenla 2,754,000,0c0

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

value of the Trust Fund's financial assets and liabilities, where fair value details have not been

presented.

20. Events after the balance sheet date
'l'here were no material adjusting and non- adjusti.ng events after the repcrting period

lli""rfi1n"'iil,nti|.#T,'iHl,l'".,.0 for/authorized ar the repo(ing peri.,l end have been

recognized in the financial statements.

22. IJltlrnate holding entity
Thelrust Fund is a Semi- Autonomous Govemment Ageucy uncler the Ministry of, Transport,
Infrastructure, Housing and Urban Development and Public Works. Its ultimate parent is the

Govemment of Kenya.

23. Currency
The financial statements are presented in Kenya Shillings (Ksh)
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Kenya Slum Upgradlng Low cost Housing and Irfrastructure Trust Fund (KENSUF)
Annual report and financial statementsl APPENDIX l: PROGRESS ON THE FOLLOW UP OF AUDITOR

GENERAL RECOMMENDATIONS

The Trust Fund received unqualified audit report for the Financial Year 2017-2018 with all the
audit matters having been resolved and closed.

tl

I
{

I

I

l

'l
I
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FUI{D

I Re-development of Kibera Soweto Zone
'A' i

Completion of 463 No. housing units at
lvtravoko SNP, Athi River

Construction of a market at Kibung'a
Informal Settlement - TharakaNithi
County
Construction of 2 KM in
Kusyombunguo * Kunda Kindu road in
Wbte Makueni County

822 2,908,440,769

462 1,102,264,208

99% Complete -
Occupation status is
100%

- 90% Cortrplete2

3

4

45,356,470 Complete

98,632,748 Complete
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Name Bank statement Date Amount (Kshs) Financial Year
MOTIH{.ID&PW 221t0/2018 377,000,000.00 2018-2019
MOTIHUD&PW 02/07/20t9 25,500,000.00 ?.018-2019

MOTIHUD&PW 02/07120t9 68,750,000.00 2018-2019

2018-2019MOTIHUD&PW 0210712019 150,000,000.00

MOTIHUD&PW 02107120t9 150,000,000.00 2018-2019
MOTIHUD&PW 02/0712019 200,000,000.00 2018-2019
MOTIHI.ID&PW 02107/2019 282,750,000.00 2018-2019
MOTIHUD&PW 02/07/2019 375,000,000.00 2018-2019
MOTIHUD&PW 02/0712019 375,000,000.00 2018-2019
MOTIHUD&PW 02107/2019 375,000,000.00 2018-2019
MOTIHUD&PW 02/07t2019 375,000,000.00 2018-2019

Total 2,754,000,000.00

The above amounts have been communicated to and reconciled with the parent Ministry

Head e

KENSUF
Head of Accounting Unit
State Department of Housing
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