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1.1 Introduction

State Corporations, Semi-Autonomous Government Agencies (SAGAs) and Public Funds established
and governed under an Act of Parliament or Legal Notice are legal entities created by
the Government to undertake specific strategic functions that would have otherwise been done by the
Government. They are entities incorporated under various enabling legislations in which whole or
controlling shareholding belongs to the Government. These entities are, therefore, distinct legal
entities that are operationally autonomous from the Government and may be partially or even fully
funded by the Government or financially independent on account of surplus, fees, commissions and
other internally —generated funds. All State Corporations, SAGAs and Public Funds operate under
Ministries, Departments and Agencies operationalized through the Presidential Executive Order and
the State Corporations Act Cap 446.

State Corporations, SAGAs and Public Funds are categorized as commercial or non-commercial
depending on their mandate.

Commercial state corporations comprise entities with the government of Kenya shareholding through
the Cabinet Secretary to the National Treasury of more than 50%, established to perform a strategic
function that generally operates on commercial principal; and is self-financing and sustaining except
in financing investment for public policy objectives. Such entities are accountable to all stakeholders
and the public through the relevant Committees of Parliament.

Non-commercial State Corporations, Semi-Autonomous Government Agencies (SAGAs) and Public
Funds are expected to operate on a cost-recovery basis and largely depend on monies appropriated by
Parliament, levies and fees. They include regulatory agencies and statutory boards, research
institutions, institutions of higher learning and referral Hospitals. Non—commercial State
Corporations, SAGAs and Public Funds are funded mainly through the national budget.

As per Section 91 (1) of the PFM Act 2012, government-linked corporations are entities where the
national government or national government entity is a shareholder with less than fifty per cent (50%)
of the share capital of the corporation.

Technical and Vocational Education training institutes have been consolidated in this year’s financial
statements. These institutes also apply the IPSAS accrual basis of accounting.
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1.2 Legal Framework on Financial Reporting

The accountability framework in Kenya is anchored on Chapter 12 of the Constitution of Kenya.
Article 226 (1) and (2) of the Constitution of Kenya states as follows:

226 (1) An Act of Parliament shall provide for —

(a) the keeping of financial records and the auditing of accounts of all governments and other
public entities, and prescribe other measures for securing efficient and transparent fiscal
management, and

(b) the designation of an accounting officer in every public entity at the national and county
levels of government.

(2) The accounting officer of a national public entity is accountable to the National Assembly for

its financial management, and the accounting officer of a county public entity is accountable to

the county assembly for its financial management.

Further, Section 12 (1) (e) of the Public Finance Management Act, 2012 requires the National
Treasury to design and prescribe an efficient financial management system for the national and
county governments to ensure transparent financial management and standard financial reporting.

Section 81 of the Public Finance Management (PFM) Act 2012 requires that all state organs and
public entities prepare and submit their annual financial statements to the Auditor-General with a
copy to the Controller of Budget, the National Treasury, and the Commission on Revenue Allocation
by 30" September. Further, Section 80 of the PFM Act 2012 requires the National Treasury to
prepare annual financial statements that consolidate the financial statements prepared by all national
government entities and submit to the Auditor-General with a copy to the Controller of Budget and
Commission on Revenue Allocation by 315 October.

The State Corporations Act Cap 446, Section 14 requires all State Corporations to keep proper books
recording all the property, undertakings, funds, activities, contracts, transactions and other business.

The financial statements referred to above are prepared in accordance with the standards prescribed
by the Public Sector Accounting Standards Board (PSASB). The PSASB is responsible for providing
accounting standards, and prescribed formats for financial statements and reporting by all State
Organs and Public Entities. The PSASB approved the adoption of the International Financial
Reporting Standards (IFRS) and the International Public Sector Accounting Standards (IPSAS) which
were gazetted vide the Kenya Gazette Notice No. 5440 dated 8% August 2014.

The National Treasury through the Directorate of Accounting Services has consolidated the financial
statements of public entities in three clusters as follows:

* Lot 1: National Government Ministries, Department and Agencies (MDAs) and Subsidiary
entities under their control, including development projects;

= Lot 2: National Government State Corporations, Semi-Autonomous Government Agencies
(SAGAs) and Public Funds established and governed under an Act of Parliament or Legal
Notice; and,

* Lot 3: County Governments and subsidiary entities under their control including
Corporations, Funds, Boards and Authorities.

These consolidated financial statements are for Lot 2 only.
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1.3 Scope of Consolidated Financial Statements

The national government of Kenya is the controlling entity of all State Corporations, Semi-
Autonomous Government Agencies (SAGAs) and Public Funds.

The total number of State Corporations, Semi-Autonomous Government Agencies, Public Funds,
TVETSs and TTIs is 531, out of which three (3) entities did not report and thus 528 separate sets
of financial statements were consolidated. The table below indicates the number of consolidated
financial statements in FY 2023/2024 as compared to the previous financial year.

This is detailed in Appendix I and summarized below.

State Corporations and Semi-Autonomous Government Agencies

(SAGAs) 225 225
Public Funds established under an Act of Parliament or a Legal

Notice 83 81
Universities and Other Learning Institutions 62 62
TVETs and TTCs 162 158
Total number of entities 531 526
Entities that did not report and are therefore not consolidated 3) (16)

Total number of entities consolidated 528 510

The national government commercial entities have prepared the financial statements in
accordance with International Financial Reporting Standards (IFRS) while non-commercial
entities in accordance with International Public Sector Accounting Standards (IPSAS) Accrual.
Thus, the consolidated financial statements are based on an accrual framework which is derived
from both IFRS and IPSAS.

All the entities prepared their financial statements to 30® June 2024 in line with the National
Government fiscal year except for financial institutions i.e. banks and insurance companies that
are required to prepare their financial statements as of 31 December in accordance with the
Banking and Insurance Acts, respectively

The consolidation is based on unaudited individual financial statements submitted by the entities
pursuant to Section 81 of the PFM Act, subject to adjustments necessary for consolidation
purposes. The financial statements of the following three (3) have not been consolidated in the
accompanying financial statements as they had not been submitted as of the date of the
consolidated financial statements:

1 National Health Insurance Fund (NHIF) State Department for Medical Services

2 | Public Health Technician Council State Department for Public Health Services

3 | National Security Telecommunications Service | Ministry of Defence

Commentary on the Consolidated Financial Statements
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The consolidated financial statements do not include financial statements of entities where
Government investment is less than 50%. For entities where the government has more than 50%
interest, no elimination has been done for other interests not owned by the government in these
consolidated financial statements. This was largely due to different reporting periods between
the commercial banks and the Central Bank of Kenya and the fact that the Water Companies are
devolved entities and therefore not consolidated within these financial statements. The bank
balances and services such as water sold between government entities have therefore not been
eliminated in these financial statements. Government of Kenya investments and shareholding are

disclosed under Appendix IV.

1.4 Key Highlights on the Consolidated Financial Statements

In the following paragraphs, we have provided an overview of the financial position as at and
financial performance for the financial year ended 30" June 2024 as reported in the
accompanying consolidated financial statements together with the commentary and comparative
analysis with prior year positions of the key items in the financial statements.

The table below summarizes the financial performance at the end of the FY 2023/2024 and the

financial position for the financial year that ended as compared with the corresponding

parameters in the previous FY 2022/2023:

Total revenues 1,760,736 1,404,884 355,852 25%
Total expenses (1,455,879) (1,360,446) (95,433) 7%
Profit before Tax 304,856 44,437 260,419 586%
Tax expenses and other (101,469) 101,358 (202,827) (200) %
Items

Surplus 203,386 145,795 57,591 40%
Non-current assets 7,943,511 7,569,733 373,778 5%
Current-assets 1,863,539 1,620,483 243,056 15%
Total Assets 9,807,050 9,190,217 616,833 7%
Non-current liabilities 2,534,735 2,418,240 116,495 5%
Current liabilities 1,935,891 1,840,051 95,840 5%
Total liabilities 4,470,627 4,258,292 212,335 5%
Net assets 5,083,145 3,878,836 1,204,309 31%
Revenue

The breakdown of the total revenue reported by the Government of Kenya State Corporations,
SAGAs and Public Funds during the financial year 2023/2024 is as follows:

Commentary on the Consolidated Financial Statements
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Transfers/grants from MDAs 478,137 395,657 82,480 17%
Sale of goods and services 864,277 715,790 468,620 54%
Other income 418,320 293,435 22,663 5%
Total Revenues 1,760,736 1,404,884 355,852 20%

The total revenue for the financial year 2023/2024 was Kshs 1,760,736 million, compared to
Kshs 1,404,884 million in the financial year 2022/2023 representing an increase of Kshs 355,852
million (20%). There was an increase in revenue under sales of goods and services of 54% and
other income at 5% indicating an improved business environment for the operations of the
entities executing the service delivery. Transfers from MDAs increased by Kshs 82,480 million
resulting from the slowing activities by the SCs and SAGAs and arising from funding shortfalls.

Total transfers from MDAs recognised as revenue by SCs and SAGAs for the year amounted to
Kshs 478,137 million during FY 2023/2024 compared to Kshs 395,657 million in FY 2022/2023
indicating a 21% increase. The chart below summarizes the revenue for the current financial
year compared with the previous ygar:

REVENUE
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800,000
700,000
500,000
500,000
400,000
300,000
200,000

100,000

Transfers/Grants from MDAs Sale of Goods and Services Other income

mFY 2023/2024 = FY2022/2023
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Expenditure

Total expenditure for the FY 2023/2024 amounted to Kshs 1,455,879 million an increase of Kshs
95,433 million compared to the FY 2022/2023. The increase is mainly attributed to an increase in
the use of goods and services by Kshs 65,228 million signifying an increase in operational

activities in the sector compared to the previous year.

The summary of expenditure incurred in fulfilling the service delivery objectives of the SCs and
SAGAs for the period under review against the previous period is summarized in the table below

Compensation of Employees 247,742 229,422 18,320 7%
Use of goods and services 950,485 885,257 65,228 7%
Depreciation and Amortization 111,835 107,315 4,520 4%
Finance costs 34,931 35,420 (489) -1%
Other expenses 110,883 103,030 7,853 7%
Total 1,455,876 1,360,444 95,432 7%

The breakdown of the expenditure is summarized in the chart below:
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Surplus for the year

The surplus for the SCs, SAGAs and Public Funds for the financial year 2023/2024 increased by
Kshs 57,591 million from a surplus of Kshs 145,795 million in the previous year to Kshs
203,386 million in the current year.

Assets

The SCs, SAGAs and Public Funds assets are comprised of non-current and current assets. Non—
current assets include property, plant and equipment, investments, intangible assets and
investment property. Current assets include cash and cash equivalents, inventories and accounts
receivables.

The breakdown of the composition of assets is summarized below:

Investments 1,362,739 1,312,670 50,069 4%
Property, plant and equipment 5,574,726 5,356,709 218,017 4%
Intangible assets 20,398 15,782 4,616 23%
Investment property 145,019 113,828 31,191 22%
Long term receivables 840,627 770,741 69,886 8%
Cash and cash equivalents 1,106,004 916,446 189,558 17%
Inventories 78,129 77,063 1,066 2%
Receivables 679,405 626,973 52,432 8%
Total 9,807,047 9,190,212 616,835 6%

Total assets by classification for FY 2023/2024 are as shown below:
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ASSETS

679,405 1,362,739

78,129
1,106,004

8 [nvestments ® Property, plant and equipment
= Intangible assets Investment property

= Long term receivables = (ash and cash equivalents

s [nventories = Receivables

Property. Plant and Equipment accounted for 57% of all assets within the SCs, SAGAs and
Public Funds in the National Government. Investments accounted for 14%, cash and cash
equivalents and receivables accounted for 11% each while inventories, long-term receivables and
intangible assets accounted for 9.2%% in total. The major classes of property, plant and

equipment include land, buildings, and infrastructure assets among others.

There was an increase in investment property by 22% indicating the increased completion of
prior periods works in progress and an increase of 19% under the PPE indicating government
expenditure on capital assets. Cash and cash equivalents increased by 19% or Kshs 128,109

million as compared to the previous year.

The following entities contributed 78% of the total assets of all the SCs, SAGAs and Public

Funds as of 30 June 2024;
1 | Central Bank of Kenya 1,960,317
2 | Kenya Airports Authority 1,056,584
3 | Kenya National Highways Authority 807,998
4 | Kenya Railways 788,484
5 | Kenya Electricity Generating Company Plc 491,292
6 | National Social Security Fund (NSSF) 399,159
7 | The Kenya Power & Lighting Company Plc 351,851
8 | Kenya Ports Authority 350,890
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9 | Kenya Electricity Transmission Company Limited (KETRACO) 243,981
10 | Kenya Deposit Insurance Fund 224,328
11 | University of Nairobi 218,258
12 | Kenyaurbanroadsauthority 170,085
13 | Higher Education Loans Board (HELB) 150,017
14 | Public Service Superannuation Fund 144,970
15 | Rural Electrification & Renewable Energy Corporation 138,939
16 | Athi Water Works Development Agency 126,545

Total 7,623,705

The high-valued assets held by these entities include, held to maturity investments for Central
Bank of Kenya. Plant, Property & Equipment (PPE) for Kenya Railways Corporation, Kenya
Urban Road Authority, Kenya Power and Lighting Company Limited, Kenya Electricity
Generating Company, Nairobi University and Kenya Rural Roads Authority and Investments in
bills and bonds for National Social Security Fund.

As at 30™ June 2024, the SCs, SAGAs and Public Funds total assets amounted to Kshs 9,807,051
million compared to Kshs 9,190,217 million as of 30 June 2023 representing an increase of
Kshs 616,833 million (8 %). The increase is attributed mainly to the movement in the value of
property, plant and equipment by Kshs 218,016 million, investments by Kshs 31,191 million
long-term receivables by Kshs 69,886 million and investment property by Kshs 50,068 million.

Total assets comparison for the two years are as summarised in the chart below:
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TWO YEAR ASSET COMPARISON

FY 2022/2023

FY 2023/2024

O 1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000

™ | ong term receivables =B Investment property = Intangible assets

B Property, plant and equipment ¥ Investments

Liabilities

The State Corporations, SAGAs and Public Funds liabilities comprise of non-current and current
liabilities. Non—current liabilities include long-term borrowings, deferred tax liabilities and
employee benefit obligations. Current liabilities include accounts payables, bank overdrafts and

short-term borrowings.

The total liabilities movement is as shown below:

Non-current borrowings 302,784 359,592 (86,808) | (24) %
Deferred tax liability 248,975 226,984 21,991 10%
Non-current employee benefit 20,906 21,530 624)| 3) %
obligation

Other long-term liabilities 1,962,070 1,810,134 151,936 8%
Payables from exchange transactions 1,708,548 1,603,571 104,977 7%
Borrowings 143,552 151,295 (7,743) | (5) %
Finance lease obligation 713 522 191 27%
Deferred income 74,186 75,033 @47 | (H%
Employee benefit obligation 3,227 2,899 328 11%
Taxation 5,663 6,728 (1,065) | (16) %
Total 4,470,624 4,258,288 212,336 5%
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Total liabilities as of 30™ June 2024 increased by 5% to Kshs 4,470,624 million compared to
Kshs 4,258,288 million as of the end of the financial year 2022/23. The main contributors to the
increase in total liabilities are Other Long-term liabilities of Kshs 1,962,070 million though this
increase contributed only 8% change from the previous period and Payables from exchange
transactions of Kshs 1,708,548 million which was up by 7% from the previous period. Finance
lease obligations showed the highest increase change between the periods from Kshs 522 million
to this year’s figure of Kshs 713 million a 27% increase amounting to Kshs 191 million this
indicates increased adoption of and compliance with IFRS 16 in recording and accounting for
leasehold assets in the period.

Total liabilities are also summarised in the chart below:

LIABILITIES

2,500,000

2,600,000

1,500,000

1,000,000

500,000

Deferred tax liability Non-Current Other long-term
Employee benefit liabilities
obligation

FY 2023/2024 FY 2022/2023

Trade and other payables as well as other long-term liabilities have seen a reduction in their
composition of the total liabilities of State Corporations and SAGA’s this implies increased
efficiency in servicing the liability obligations and therefore enhanced relationships between the
service delivery providers and the state corporations which goods and service are supplied or
delivered to. Finance lease obligations also increased in the current period by 27% compared to
the previous period FY 2022/2023.
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Net Assets/Worth

The SCs, SAGAs and Public Funds net assets as of 30® June 2024 amounted to Kshs 5,336,423
million compared to Kshs 4,931,924 million for the financial year 2022/2023. This represents
an 8% growth rate. The growth is mainly attributed to an overall increase in revaluation reserves
by 5%, the capital fund increased by 6%, capital fund reserve by 12% and retained earnings (5%)
respectively. Capital fund relates to development funds received from the government of Kenya
and other shareholders while capital fund reserve relates to funds reserved for long-term capital
investment projects or any other large and unanticipated expense that will be incurred in future.

The net assets are represented by the following:

Ordinary share capital 202,795 191,850 10,945 6%
Revaluation reserve 1,503,162 1,437,413 65,749 5%
Fair value adjustments 188,683 167,606 21,077 13%
Retained earnings 1,182,577 1,121,780 60,797 5%
Minority interest 23,939 23,901 38 0.2%
Capital Fund Reserve 2,235,266 1,989,375 245,891 12%
Total Capital and Reserves 5,336,423 4,931,925 404,498 8%

The following State Corporations contributed 78% of the total net worth of all the State
Corporations, SAGAs and Public Funds as of 30% June 2024;

1 | Kenya Airports Authority 1,028,349
2 | Kenya National Highways Authority 711,224
3 | Central Bank of Kenya 399,958
4 | National Social Security Fund (NSSF) 397,109
5 | Kenya Electricity Generating Company Plc 278,161
6 | Kenya Deposit Insurance Fund 224,328
7 | Kenya Ports Authority 221,516
8 | University of Nairobi 200,362
9 | Kenya Urban Roads Authority 153,733
10 | Higher Education Loans Board 147,294
11 | Public Service Superannuation Fund 142,224
12 | Rural Electrification & Renewable Energy Corporation 120,987
13 | Kenya Pipeline Company Limited 89,083
14 | The Kenya Power & Lighting Company Plc 77,666
Total 4,191,994

Commentary on the Consolidated Financial Statements
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Cash Flows and Cash Position

The cash and cash equivalents held by the government of Kenya State Corporations, Semi-
Autonomous Government Agencies and Public Funds as at 30" June 2024 was Kshs 1,106,004
million compared to Kshs 916,446 million reported as at 30 June 2023. The breakdown of the
cash and cash equivalent is as summarized below:

Cash in hand and In transit 7,566 13,635 (6,069) (45) %
Cash at bank 804,341 746,441 57,900 8%
Fixed deposits 24,510 41,215 (16,705) @ %
Treasury bills 268,689 114,040 154,649 136%
MPESA 885 1,098 (213) (19) %
Staff Imprest 13 17 4) (24) %
TOTAL 1,106,004 916,446 189,558 21%

The increase of Kshs189,558 million is explained by a significant increase in investment of
surplus cash in Treasury Bills by State Corporations.

The top twenty State Corporations have combined cash and bank balances of Kshs 970,309
million, which accounts for more than 90% of the total cash and cash equivalents as of 30" June
2024.

1 Central Bank of Kenya 730,958
2 | Kenya Roads Board Fund 29,592
3  Kenya Electricity Generating Company Plc 24,850
4 Kenya Deposit Insurance Fund 22,467
5 Communication Authority of Kenya - Universal Service Fund 21,986
6 KURA - Road Maintenance Levy Fund 17,348
7 ' Roads Annuity Fund 12,313
8 Affordable Housing Fund 12,041
9 Communication Authority of Kenya (CAK) 12,003
10 | Railway Development Levy Fund 11,003
11 ' Kenya National Highways Authority 10,559
12 ' The Kenya Power & Lighting Company Plc 10,353
13 Public Service Superannuation Fund 9,822
14 Kenya Electricity Transmission Company Limited (KETRACO) 7,705
15 Kenya Ports Authority ' 7,097
16 Kenya Urban Roads Authority 7,052
17 ' Rural Electrification & Renewable Energy Corporation 7,028
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18 Kenya Pipeline Company Limited 6,517
19 Kenya Airports Authority (KAA) 4,845
20 = Geothermal Development Company (GDC) 4,770

Total ' 970,309

The table below summarizes cash flows generated and used from various activities.

Cash flows from / (used in) operating activities 350,641 231,738
Cash flows used in investing activities (425,209) (235,088)
Cash flows from financing activities 235,651 192,188
Net.(decrease)/mcrease in cash and cash 189,558 188,838
equivalents
Cash and cash equivalents at 1 July 916,446 727,608
Cash and cash equivalents at year-end 1,106,004 916,446
CASH FLOWS
450,000
400,000

350,000
300,000
250,000
200,000
150,000
100,000

50,000

operating activities investing activities financing activities

W FY 2023/2024 wmFY 2022/2023
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1.5 Trend analysis for the last five financial years

The table and chart below show the performance and position for the last five financial years:

Transfers/grants from 478,137 395,657 390,318 338,508 478,137
MDAs
Other revenue 926,611 1,009,091 987,645 789,028 926,611
Total revenue 1,760,506 1,404,748 1,377,969 1,127,536 1,760,506
% increase 20% 5% 22% 4% 20%
Expenditure
Expenditure 1,455,879 1,360,346 1,223,638 1,055,020 1,455,649
% increase 7% 10% 14% 6% 7%
Surplus 304,856 44,437 172,239 57,009 304,856
% Changes 85% -288% 67% -435% 85%
Assets
Non-current assets 7,943,511 7,569,733.00 6,157,757 5,687,581 7,943,511
Current assets 1,863,539 1,620,483.00 1,779,816 1,791,587 1,863,539
Total Assets 9,807,050 9,190,217.00 7,767,658 7,479,168 9,807,050
% Changes 6% 15% 4% 13% 6%
Liabilities
Non-Current liabilities 2,534,735 2,418,240.00 1,803,946 1,722,061 2,534,735
Current liabilities 1,935,891.00 1,840,051.00 2,074,087 2,100,739 1,935,891.00
Total liabilities 9,807,050 9,190,217.00 3,878,034 3,822,800 9,807,050
% Changes 6% 12% 1% 9% (1%)
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S5YEAR REVENUE & EXPENDITURE
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Total revenue 1 Expenditure

Over the last five years, revenue has increased at an average rate of 6% per annum. However, in
the year under review, revenue increased by 20% depicting the improved tax collection by the
National Government. This translated to an increase in transfers by the MDAs to the State
Corporations and SAGAs. In addition, the sale of goods and services by SCs and SAGAs
improved following the reopening of the economy during the post-COVID-19 pandemic period.
Expenditure has also grown steadily but has always been below the revenue generated by the
State Corporations and SAGAs.

Transfers/Grants from MDAs and other revenue trend analysis for the last five financial years:
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TRANSFERS/GRANTS FROM MDA's
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The transfers from MDA have consistently increased over the last five years at an average rate
of 10 % per annum. In the current year, the increase was 15% owing to the improved revenue
collection by the National Government in the form of taxes. These taxes are then transferred
through MDASs to the State Corporations and SAGAs to carry out activities in line with their
approved budgets.
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Assets and liabilities trend analysis for the last five financial years:

Assets & Liabilities
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FY 2023/2024 FY 202272023 FY 2021/2022 FY2020/2021 FY2019/2020

m Non Current Assets ¥ Current Assets Non Current Liabilities ¢ Current Liabilities

Non-current assets have grown in the last 5 years by 29% in FY 2023/2024 as compared to FY
2019/2020. This indicates the continued investment of the government especially in
infrastructure assets that include the roads and the railways. Current assets have seen a decline
depicting the efficiency of collection of the assets that are largely made up of accounts
receivables and inventories. Total liabilities have grown by 20% compared to five years ago in
FY 2023/2024. This depicts the increased activities through government projects. However, the
National Government has instituted measures to ensure all eligible pending bills are identified
and paid. The ratio of total liabilities to total assets has remained at approximately 50% over the
years with the total assets comprising a large proportion of this composition indicating a healthy
liquidity position for the SCs and SAGAs.
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Conclusion

In FY 2023/2024 there was a significant improvement in revenues and expenditure as compared
to the prior year. This is attributed to tighter revenue collection measures as the government
implemented e-Citizen. E-Citizen is the government portal where citizens can access government
services and pay through an automated platform.

To increase transparency and reporting, the National Treasury adopted accrual-based reporting as
per International Public Sector Accounting Standards (IPSAS) for non — commercial national
government entities and International Financial Reporting Standards (IFRS) for commercial
government entities. The continued capacity-building efforts by the National Treasury have led
to continued improvement in the timeliness and quality of financial reports submitted by public
entities.

For effective understanding and interpretation, the accompanying fmancial\statements should be
read in conjunction with the underlying notes and schedules. /
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FCPA Bernard Ndungu, MBS CPA Jona Wala

Director General, Accounting Services Director Accounting Services
The National Treasury The National Treasury
30t October 2024 30" October 2024
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2.0 Statement of Responsibilities

Section 80 of the Public Finance Management Act, 2012 requires the National Treasury to prepare
annual financial statements that consolidate the financial statements prepared by all National
Government entities, in accordance with the accounting policies and formats prescribed by the
Public Sector Accounting Standards Board. The National Treasury is required to submit the
consolidated financial statements to the Auditor General and a copy to the Controller of Budget and
the Commission on Revenue Allocation by 315 October 2024.

These consolidated financial statements relate to the National Government State Corporations,
Semi-Autonomous Government Agencies (SAGAs) and Public Funds for the financial year
ended 30" June 2024.

The consolidated financial statements are based on financial statements prepared and submitted by
the respective State Corporations, Semi-Autonomous Government Agencies (SAGAs) and Public
Funds as per Section 81 of the PFM Act, 2012. The responsibility of ensuring the accuracy and
completeness of the financial statements rests with the Accounting Officers of the respective
entities. The National Treasury is responsible for the preparation of the consolidated financial
statements of the State Corporations, Semi-Autonomous Government Agencies and Public Funds.

The consolidated financial statements have been prepared on a going concern basis and are based
on accounting policies which have been consistently applied and supported by reasonable and
prudent judgments and estimates.

To the best of our knowledge, the consolidated financial statements set out on pages 1 to 96 are
complete in all material aspects and have been prepared based on financial statements submitted by
the State Corporations, Semi-Autonomous Government Agencies (SAGAs) and Public Funds for
the financial year ended 30" June 2024.

C%\l "3
FCPA Bernard Ndungu, MBS
Director General Accounting Services

The National Treasury
30™ October 2024
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Dr Chrlg E Kiptoo PhD, CBS
Principal Secretary

The National Treasury
30™ October 2024
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CPA John Mbadi Ng’ on\gﬁ,/EGH
Cabinet Secretary
The National Treasury & Economic Planning
30™ October 2024
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3.0 Financial Statements

3.1 Statement of Financial Performance for the year ended 30" June 2024

REVENUES

Transfers/grants from MDAs 1 478,137,810,735 395,657,861,908
Sale of goods and services 2 864,277,874,690 715,790,701,130
Other income 3 418,320,342,702 293,435,680,066
TOTAL REVENUES 1,760,736,028,128 | 1,404,884,243,105
EXPENSES

Compensation of employees 4 247,742,847,061 229,422.206,115
Use of goods and services 5 950,485,844,057 885,257,985,955
Depreciation and amortization 6 111,835,661,143 107,315,974,312
Finance costs 7 34,931,428,429 35,420,288,003
Other expenses 8 110,883,709,727 103,030,214,948
TOTAL EXPENSES 1,455,879,490,416 | 1,360,446,669,333
SURPLUS BEFORE TAX 304,856,537,711 44,437,573,772
Tax expenses 9 16,727,750,259 12,805,366,101
Other items 10 84,741,799,416 | (114,163,775,576)
Total 101,469,549,675 | (101,358,409,475)
SURPLUS FOR THE YEAR 203,386,988,036 145,795,983,247

The financial statements should be read in conjunction with the accompanying notes and

appendices to this report.

<

FCPA Bernard Ndungu, MBS
Director General Accounting Services

& Quality Assurance
The National Treasury

30" October 2024

CPA Joga Wala

Director Accounting Services
The National Treasury
30t October 2024
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3.2 Statement of Financial Position as at 30" June 2024

NON-CURRENT ASSETS »
Investiments 11 1,362,739,387,003 1,312,670,973,181
Property, plant and equipment 12 5,574,726,120,694 | 5,356,709,840,112
Intangible assets 13 20,398,994,918 15,782,081,809
Investment property 14 145,019,057,049 113,828,737,019
Long term receivable 15 840,627,524,635 770,741,515,562
TOTAL NON-CURRENT ASSETS 7,943,511,084,299 | 7,569,733,147,683
CURRENT-ASSETS
Cash and cash equivalents 16 1,106,004,953,479 916,446,429,987
Inventories 17 78,129,179,531 77,063,551,217
Recsivables 18 679,405,665,457 626,973,918,516
TOTAL CURRENT-ASSETS 1,863,539,798,468 | 1,620,483,899,720
TOTAL ASSETS 9,807,050,882,767 | 9,190,217,047,403
EQUITY AND LIABILITIES
Ordinary share capital 202,795,079,025 191,849,612,671
Revaluation reserve 1,503,162,875,734 1,437,412,872,833
Fair value adjustment reserve 188,683,435,536 167,605,664,708
Retained earnings 1,182,576,616,657 1,121,780,296,684
Minority interest 23,939,907,686 23,901,067,660
Capital Fund 2,235,265,547,189 1,989,375,358,273
TOTAL CAPITAL AND RESERVES 19 5,336,423,461,827 | 4,931,924,872,829
NON-CURRENT LIABILITIES
Non-current borrowings 20 302,784,149,828 359,592,266,153
Deferred tax liability 21 248,975,040,482 226,984,048,106
Non-current employee benefit obligation 22 20,906,366,504 21,530,358,718
Other long-term liabilities 23 1,962,070,070,260 1,810,134,262,873
TOTAL NON-CURRENT LIABILITIES 2,534,735,627,074 | 2,418,240,935,850
CURRENT LIABILITIES
Trade and other payables from exchange transactions 24 1,708,548,909,968 1,603,571,979,081
Borrowings 25 143,552,786,607 151,295,383,376
Finance lease obligation 26 713,501,930 522,525,387
Deferred income 27 74,186,081,223 75,033,674,008
Employee benefit obligation 28 3,227,356,654 2,899,442.310
Taxation 29 5,663,157,484 6,728,234,561
TOTAL CURRENT LIABILITIES 1,935,891,793,866 | 1,840,051,238,723
TOTAL EQUITY AND LIABILITIES 9,807,050,882,767 | 9,190,217,047,403
2
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The financial statements should be read in conjunction with the accompanying notes and appendices
to this report.
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Statement of Changes in Net Assets for the year ended 30" June 2024 (Continued)

'Revaluation reserve arises on the revaluation of property, plant and equipment. When revalued property, plant and equipment are
disposed of, the revaluation reserve that relates to that asset is transferred directly to retained earnings. The reserve is not
distributable to shareholders.

?Fair value adjustment reserve represents the cumulative gains and losses arising on the revaluation of available-for-sale financial
assets that have been recognised in other comprehensive income, net of amounts reclassified to profit or loss when those assets
have been disposed of. The reserve is not distributable to shareholders.

3Minority interest refers to the equity of the non-controlling shareholders.

*Capital fund comprises grants and donations received from the government and other development partners for infrastructure
projects and assets.

3Capital reserve comprises funds reserved for long-term capital investment projects or any other large and unanticipated expenses
that will be incurred in future.

Changes during the year relate to movement in different net assets items.
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3.4  Statement of cash flows for the year ended 30" June 2024

Receipts

Recurrent and development transfers/Grants from MDAs

418,098,922,028

335,586,349,961

Sale of goods and services

621,453,561,584

556,188,878,429

Other income

336,044,284,508

294,696,948,057

Total Receipts 1,375,596,768,120 | 1,186,472,176,447
Payments
Compensation of employees 186,082,371,413 167,249,975,343

Use of goods and services

479,488,805,644

487,456,485,519

Finance costs

50,994,479,324

73,028,490,371

Other expenses

308,389,219,632

226,998,883,053

Total Payments

1,024,954,876,013

954,733,834,286

Cash flows generated from operating activities

350,641,892,107

231,738,342,161

Cash flows from investing activities

Purchase of property, plant, equipment

(161,867,757,068)

(161,714,403,346)

Increase in non-current receivables

4,268,580,080

(11,918,546,978)

Purchase of intangible assets

(7,065,010,647)

(7,729,236,850)

Purchase of investment property

(17,663,965,574)

(18,287,484,415)

Purchase of quoted investment

(150,271,646,385)

(87,628,383,995)

Purchase of unquoted investment

(278,025,437,349)

(144,339,036,354)

Proceeds from disposal of quoted investments 145,070,202,594 94,899,321,594
Proceeds from disposal of unquoted investments 40,750,006,139 106,728,929,697
Proceeds from the sale of property, plant and equipment (404,547,662) (5,099,898,123)
Total Cash flows used in investing activities (425,209,575,872) | (235,088,738,768)

Cash flows from financing activities

Proceeds from borrowings

277,626,176,844

232,086,016,826

Repayment of borrowings

(64,976,751,018)

(80,761,258,361)

Proceeds from issues of new share capital

23,001,626,554

40,863,999,664

Total Cash flows (used)/ generated from financing

G i3 235,651,052,380 192,188,758,129
activities
Net (decrease)/increase in cash and cash equivalents 189,558,523,492 188,838,361,522
Cash and cash equivalents at the beginning of the year 916,446,429,987 727,608,068,466
Cash and cash equivalents at year-end 1,106,004,953,479 916,446,429,987
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The financial statements should be read in conjunction with the accomfé\r}ying notes and appendices
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to this report.
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3.5  Notes to the financial statements for the year ended 30" June 2024

1) Statement of compliance

These consolidated financial statements have been prepared in accordance with the Public Finance
Management Act 2012 and with the International Public Sector Accounting Standards Board as
prescribed by PSASB. State Corporations (SC), Semi-Autonomous Government Agencies
(SAGA) and Public Funds are categorized as public entities whose primary objective is to provide
goods and services for the citizenry. Equity is provided with a view to support the primary
objective rather than for a financial return.

The use of public resources by the SC, SAGAs and Public Finance is primarily governed by
Chapter 12 of the Constitution, the Public Finance Management Act 2012, and the Public
Procurement and Assets Disposal Act 2015.

These financial statements were authorized for issue by the Cabinet Secretary National Treasury
and Economic Planning on 30™ October 2024.

2) Reporting period

The reporting period for these financial statements is for the year ended 30* June 2024 as defined
in Article 260 of the Constitution of Kenya. Where necessary, the financial information for SC,
SAGAs and Public Funds that have a balance sheet date other than 30 June have been adjusted
for any transactions or events that have occurred since their most recent balance sheet date.
Entities with a reporting period differing from 30 June are listed.

3) Basis of preparation

These financial statements have been prepared on a going-concern basis, and the accounting
policies have been applied consistently throughout the year. These financial statements have been
prepared on an accrual basis unless otherwise specified (for example, the Statement of Cash
Flows). Under an accrual basis, revenues are recognized when the rights to assets are earned or
levies rather than when cash is received, and expenses are recognized when obligations are
incurred rather than when they are settled. These financial statements are presented in Kenya
Shillings rounded to one shilling.

The financial statements have been prepared based on historical cost unless stated otherwise. The

cash flow statement is prepared using the direct method. The financial statements are prepared on
an accrual basis.

4) Scope of consolidation

The financial statements of the individual SC, SAGA and Public Fund have been prepared using
the respective gazetted financial reporting frameworks — International Public Sector Accounting
Standards (IPSAS) — Accrual and Cash based and International Financial Reporting Standards

Notes to the Consolidated Financial Statements _ 8
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(IFRS). The consolidation was based on the aggregation of the financial information extracted
from the 528 (3 entities did not report) entities' financial statements as submitted without
adjustments for inter-entity transactions and balances. The consolidated financial statements do
not include financial statements of entities where Government investment is less than 50%. For
entities where the Government has more than 50% interest, no elimination of other interests not
owned by the Government has been done in the consolidated financial statements.

Critical accounting judgments
a) Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow
to the entities and the revenue can be reliably measured. Revenue is recognised at the fair
value of consideration received or expected to be received in the ordinary course of the
entity's activities, net of taxes. Revenue is either from non—exchange or exchange transactions
as further elaborated below.

Revenue from non-exchange transactions

i. Fees, taxes and fines
The entities recognize revenues from fees, taxes and fines when the event occurs and the asset
recognition criteria are met. To the extent that there is a related condition attached that would
give rise to a liability to repay the amount, deferred income is recognized instead of revenue.
Other non-exchange revenues are recognized when it is probable that the future economic
benefits or service potential associated with the asset will flow to the entity and the fair value
of the asset can be measured reliably.

ii.  Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the entity and can be measured reliably.

Revenue from exchange transactions

i.  Rendering of services
The entities recognize revenue from the rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of total
estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the
extent that the expenses incurred are recoverable.

ii.  Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when the

Notes to the Consolidated Financial Statements 9
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amount of revenue can be measured reliably and it is probable that the economic benefits or
service potential associated with the transaction will flow to the entity.

i) Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s
net carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

ii) Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the entity’s
right to receive payments is established.

iii) Rental income

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

Other income
Other income is recognised on an accrual basis.

a) Taxation

1) Current income tax

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

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

ii) Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at
the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities, associates
and interests in joint ventures, when the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Notes to the Consolidated Financial Statements 10
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b) Taxation (Continued)
Deferred tax (Continued)

Deferred tax assets are recognized for all deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses. Deferred tax assets are recognized to the
extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can
be utilized, except in respect of deductible temporary differences associated with investments
in controlled entities, associates and interests in joint ventures, deferred tax assets are
recognized only to the extent that the temporary differences will probably reverse in the
foreseeable future and taxable profit will be available against which the temporary differences
can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
assessed at each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit.

Deferred tax items are recognized in correlation to the underlying transaction in net assets.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
set off current tax assets against current income tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.

iii) Sales tax
Expenses and assets are recognized net of the amount of sales tax, except:

e  When the sales tax incurred on a purchase of assets or services is not recoverable from
the taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable,

e  When receivables and payables are stated with the amount of sales tax included

The net amount of sales tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the statement of financial position.

¢) In-kind contributions

In-kind contributions are donations that are made to the entities in the form of actual goods
and/or services rather than in money or cash terms. These donations may include vehicles,
equipment or personnel services. Where the financial value received for in-kind contributions
can be reliably determined, the entities include such value in the statement of comprehensive

Notes to the Consolidated Financial Statements 11
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income both as revenue and as an expense in equal and opposite amounts; otherwise, the
contribution is not recorded.

d) Investment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or
held under an operating lease) held for long-term rental yields and/or capital appreciation,
and which are not occupied by the entities, are classified as investment property under non-
current assets.

Investment property is carried at fair value, representing open market value determined
periodically by independent external values. Changes in fair values are included in the
statement of financial performance.

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at
the time that cost is incurred if the recognition criteria are met and excludes the costs of day-
to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its fair value
at the date of acquisition. Subsequent to initial recognition, investment properties are
measured using the cost model and are depreciated over the life of the property.

Investment properties are derecognized either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit or
service potential is expected from its disposal. The difference between the net disposal
proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the
period of de-recognition.

Transfers are made to or from investment property only when there is a use change.

e) Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at revalued
amounts, being their fair value at the date of revaluation less any subsequent accumulated
depreciation and impairment losses. Where re-measurement at re-valued amounts is desired,

Notes to the Financial Statements (Continued)

all items in an asset category are re-valued through periodic valuations carried out by
independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the
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g)

same asset are charged against the revaluation reserve account; all other decreases are
charged to the statement of financial performance.

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

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

Depreciation and impairment of property, plant and equipment

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

Depreciation on property, plant and equipment is recognised in the income statement on a
straight-line basis to write down the cost of each asset or the re-valued amount to its residual
value over its estimated useful life. The annual rates in use are:

L)

* Buildings 25 years or the unexpired lease period

%+ Plant and machinery 12.5 years

% Motor vehicles, including motorcycles 4 years

¢ Computers and related equipment 3 years

% Office equipment, furniture and fittings 12.5 years
Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at
the commencement 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 Entity also recognizes the
associated lease liability at the inception of the lease. The liability recognized is measured as
the present value of the future minimum lease payments at initial recognition.

After initial recognition, lease payments are apportioned between finance charges and
a reduction of the lease liability to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are recognized as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However, if
there is no reasonable certainty that the Entity will obtain ownership of the asset by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset
and the lease term.

Notes to the Financial Statements (Continued)

Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Entity. Operating lease payments are
recognized as an operating expense in surplus or deficit on a straight-line basis over the lease
term.

Notes to the Consolidated Financial Statements 13



Government of Kenya
State Corporations, Semi—Autonomous Government Agencies and Public Funds
Consolidated Financial Statements for the year ended 30 June 2024

h) Intangible assets

Intangible assets comprise purchased computer software licences, which are capitalised based
on costs incurred to acquire and bring to use the specific software. 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 of the exchange. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization 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.

These costs are amortised over the estimated useful life of the intangible assets from the year
that they are available for use, usually over three years.

i) Amortisation and impairment of intangible assets

Amortisation is calculated on a straight-line basis over the estimated useful life of computer
software of three years. All computer software is reviewed annually for impairment. Where
the carrying amount of an intangible asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognised so that the asset is written down immediately to its
estimated recoverable amount.

i) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual project
are recognized as intangible assets when the Entity can demonstrate:

)
o0

The technical feasibility of completing the asset so that the asset will be available for
use or sale;

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

How the asset will generate future economic benefits or service potential;

The availability of resources to complete the asset and ;

The ability to measure reliably the expenditure during development.

X3

'

(4

)
*

%o

*

)
%*

Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete and the asset is available for use. It is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment
annually with any impairment losses recognized immediately in surplus or deficit.

k) Financial instruments

i) Financial assets

Initial recognition and measurement

Financial assets within the scope of Financial Instruments: Recognition and Measurement are
classified as financial assets at fair value through surplus or deficit, loans and receivables
held-to-maturity investments or available-for-sale financial assets, as appropriate. The Entity
determines the classification of its financial assets at initial recognition.
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ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such financial
assets are subsequently measured at amortized cost using the effective interest method,
with less impairment. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the effective interest rate.
Losses arising from impairment are recognized in the statement of financial performance.

iii) Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Entity has the positive intention and ability to hold it
to maturity. After initial measurement, held-to-maturity investments are measured at
amortized cost using the effective interest method, with less impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The losses arising from impairment are
recognized in the statement of financial performance.

iv) Available-for-sale financial assets (AFS financial assets)

AFS financial assets are non-derivatives that are either designated as AFS or are not classified
as (a) loans and receivables, (b) held-to-maturity investments or (c) financial assets at fair
value through profit or loss.

Listed redeemable notes held by a government entity that is traded in an active market are
classified as AFS and are stated at fair value at the end of each reporting period. The
government entities also have investments in unlisted shares that are not traded in an active
market but that are also classified as AFS financial assets and stated at fair value at the end of
each reporting period (because the fair value can be reliably measured). Changes in the
carrying amount of AFS monetary financial assets relating to changes in foreign currency
rates, interest income calculated using the effective interest method and dividends on AFS
equity investments are recognised in profit or loss. Other changes in the carrying amount of
available-for-sale financial assets are recognised in other comprehensive income and
accumulated under the heading of fair value revaluation reserve. When the investment is
disposed of or is determined to be impaired, the cumulative gain or loss previously
accumulated in the investment revaluation reserve is reclassified to profit or loss.

Dividends on AFS equity instruments are recognised in profit or loss when the entity's right to
receive the dividends is established. The fair value of AFS monetary financial assets
denominated in a foreign currency is determined in that foreign currency and translated at the
spot rate prevailing at the end of the reporting period. The foreign exchange gains and losses
that are recognised in profit or loss are determined based on the amortised cost of the
monetary asset. Other foreign exchange gains and losses are recognised in other
comprehensive income.

AFS equity investments that do not have a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives that are linked to and must be settled
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)

by delivery of such unquoted equity investments are measured at cost less any identified
impairment losses at the end of each reporting period.

v) Impairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or an entity of financial assets is impaired. A financial asset or an entity of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that have occurred after the initial recognition of the asset (an
incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of
the financial asset or the entity of financial assets that can be reliably estimated. Evidence of
impairment may include the following indicators:

)
o®

L)

The debtors or an entity of debtors are experiencing significant financial difficulty
Default or delinquency in interest or principal payments

The probability that debtors will enter bankruptcy or other financial reorganization
Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)

>

)
.'

)
00

)
L34

vi) Financial liabilities
a) Initial recognition and measurement

Financial liabilities are classified as financial liabilities at fair value through statements of
financial performance or loans and borrowings, as appropriate. The Entity determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

b) Loans and borrowing

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effective interest
method amortization process. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the effective
interest rate.

Borrowings

Interest-bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured at amortised cost
using the effective interest rate method. Amortised cost is calculated by taking into account
any issue cost and any discount or premium on settlement. Finance charges, including
premiums payable of settlement or redemption, are accounted for on an accrual basis and are
added to the carrying amount of the instrument to the extent that they are not settled in the
period in which they arise. Loan interest accruing during the construction of a project is
capitalised as part of the cost of the project.
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m) Trade and other payables

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

n) Fixed interest investments (bonds)

Fixed-interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds to earn interest income upon
the bond’s disposal or maturity. Fixed-interest investments are freely traded at the Nairobi
Securities Exchange. The bonds are measured at fair value through profit or loss.

0) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities
traded freely at the Nairobi Securities Exchange or other regional and international securities
exchanges. Quoted investments are stated at fair value through profit and loss.

p) Trade and other receivables

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

q) Inventories

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

Costs incurred in bringing each product to its present location and condition are accounted
for, as follows:
+* Raw materials: purchase cost using the weighted average cost method ;

¢ Finished goods and work in progress: cost of direct materials and labour and a
proportion of manufacturing overheads based on the normal operating capacity, but
excluding borrowing costs

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course of operations of the Entity. After initial recognition, inventory is measured at
the lower cost and net realizable value. However, to the extent that a class of inventory is
distributed or deployed at no charge or for a nominal charge, that class of inventory is
measured at the lower of cost and current replacement cost.
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r) Provisions
Provisions are recognized when the Government Owned Entity has a present obligation (legal
or constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits or service potential will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation.

Where the Entity expects some or 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 in the statement of financial performance
net of any reimbursement.

s) Contingent liabilities

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

t) Contingent assets

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

u) Employee benefits
Retirement benefit plans

The government-owned entity provides retirement benefits for its employees through
a defined contribution plan and defined benefit plan. Defined contribution plans are post-
employment benefit plans under which an entity pays fixed contributions into a separate
entity (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 employee benefits relating to employee
service in the current and prior periods. The contributions to fund obligations for the payment
of retirement benefits are charged against income in the year in which they become payable.

Defined benefit plans are 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 a proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.
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Employee benefits (Continued)

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

Foreign currency transactions

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

Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and borrowings have been incurred. Capitalization ceases when
the construction of the asset is complete. Further borrowing costs are charged to the statement
of financial performance.

Deferred income

Deferred income relates to funds which have been received from development partners during
the year but have not been utilized as of the end of the reporting period. It also relates to
donor funds used to purchase capital items or donated assets. Deferred income concerning
capital assets is recognized in the statement of financial performance on a systematic basis
over the useful life of the assets.

Biological assets

Animals with probable future economic benefits which are owned and controlled by the
Government Owned Entity are accounted for as biological assets. The fair value of the
biological assets that have an active market is determined using the quoted price in the
market. The fair value of the biological assets that do not have an active market is
determined at the present value of the expected net cash flows discounted at the current
market-determined pre-tax borrowing rate.

Point of sale costs include commissions to brokers and dealers, levies by regulatory agencies
and transfer taxes and duties but exclude transport and other costs necessary to get the assets
to the market. For financial reporting purposes, the biological assets are classified as follows:

i) Consumable biological assets
Consumable biological assets are those that are to be harvested as agricultural produce or to
be sold as biological assets. These include livestock held for sale.
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ii) Bearer biological assets

Bearer biological assets are not agricultural produce but, rather, are self-regenerating. These
include livestock from which milk is produced.

Gains or losses arising on initial recognition of biological assets and agricultural produce and
from changes in fair value loss point as sale costs are recognized in profit or loss.

z. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at the bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to an insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya
and various commercial banks at the end of the financial year. For these financial statements,
cash and cash equivalents also include short-term cash imprests and advances to authorised
public officers and/or institutions which were not surrendered or accounted for at the end of
the financial year.

a) Budget information

All government-owned entities are required to prepare a comparison of budget amounts and
the actual amounts arising from the execution of the budget to be included in the financial
statements of entities that are required to, or elect to, make publicly available their approved
budget(s) and for which they are, therefore, held publicly accountable. As no publicly
available budget is reconcilable with the group of entities for the State Corporations, Semi-
Autonomous Government Agencies and Funds Consolidation, it is deemed inappropriate to
present a comparison between actual and budget information at this level of consolidation.

b) Comparative figures

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

Estimation uncertainty

The preparation of the entity's financial statements in conformity with IPSAS and IFRS
requires management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the end of the reporting 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.

i) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below.
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The government-owned entity 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 government-owned entity. Such changes are
reflected in the assumptions when they occur.

ii) Useful lives and residual values

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

a) The condition of the asset based on the assessment of experts employed by the
government-owned entity;

b) The nature of the asset, its susceptibility and adaptability to changes in technology
and processes;

c) The nature of the processes in which the asset is deployed;

d) Availability of funding to replace the asset; and

e) Changes in the market concerning the asset.

iv) Provisions

Provisions are recognised when the government-owned entity has a present obligation (legal
or constructive) as a result of a past event, it is probable that the entity will be required to
settle the obligation, and a reliable estimate can be made of the amount of the obligation.
The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks
and uncertainties surrounding the obligation. When a provision is measured using cash flows
estimated to settle the present obligation, its carrying amount is the present value of those
cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain
that reimbursement will be received and the amount of the receivable can be measured
reliably.
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Notes to The Financial Statements

1. Recurrent and Development transfers from MDAs

Summarized below is a reconciliation of total transfers and the amount recognized in the
statement of financial performance. Detailed schedules of transfers from Ministries, Departments
and Agencies (MDAs) are included under Appendix IT

Amount recognized in the Statement of Financial
Performance (Recurrent Transfers)

478,137,810,735

395,657,861,908

Amount recognized under Statement of Changes in
Net Assets (Development Transfers)

2,783,871,795

1,976,961,554

Total

480,921,682,530

397,634,823,462

These transfers are outlined in Appendix III of these financial statements.

Examination and registration fees/ tuition fees

43,536,031,792

30,825,521,369

Sale of books

3,513,278,102

2,799,301,633

Sale of goods 90,855,099,274 91,986,003,304
Rendering of services 350,960,737,755 297,660,135,019
Electricity sales 285,891,755,458 240,904,399,494
Lease fees and sale of water 955,243,105 894,717,813
Hotel income and hire of facilities 1,001,904,135 872,914,505
Contributions from members 87,563,825,070 49,847,424,193
Income from appeals - 283,800
Total 864,277,874,690 715,790,701,130

Interest income

140,351,879,871

78,579,155,046

Miscellaneous income

101,723,431,403

33,309,041,890

Deferred income recognized

1,577,648,454

1,564,772,464

Donations 3

1,763,770,279

1,958,638,300

Cess, levies penalties and licences

133,877,695,988

140,041,199,687

Rent income

5,419,478,135

4,551,247,180

Road maintenance contributions

27,953,251,145

26,409,596,000

Regulatory levy 5,597,779,227 5,015,013,871
Gain on sale of assets 55,278,768 2,007,015,628
Property taxes 129,432 -
Total 418,320,342,702 293,435,680,066
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Salaries and wages

192,518,880,680

180,077,434,525

Staff welfare

9,421,030,039

6,688,385,283

Travel, allowances, benefits etc

10,726,119,603

8,969,873,434

Pension contributions 9,466,614,947 8,587,292,376
Other staff costs 25,610,201,792 25,099,220,497
Total 247,742,847,061 229,422,206,115

Administration costs 167,562,278,633 184,755,854,392
Cost of sales 294,347,612,916 284,840,769,793
Electricity and water purchases 2,875,239,164 2,738,307,468

Repair and maintenances

44,945,174,974

43,411,960,609

Rent expenses

2,126,993,386

1,900,501,524

Audit fees

193,811,960

191,743,727

Legal and professional fees

2,753,032,875

3,104,400,980

Board member expenses

5,382,461,710

4,405,299,484

Operating expenses

320,285,102,152

291,267,500,606

Development expenses/project
expenses/distribution expenses

84,218,973,276

43,456,315,588

Road maintenance expenses

24,100,098,400

24,791,338,586

Benefit expenses

1,695,064,612

393,993,198

Total

950,485,844,057

885,257,985,955

Property, plant and equipment 108,809,233,212 105,140,472,756
Intangible assets 2,796,551,318 1,926.,631,356
Leasehold 229,876,613 248,870,200
Total 111,835,661,143 107,315,974,312

Borrowing costs 11,091,036,723 8,410,732,391
Other finance costs 11,215,339,333 9,321,175,094
Exchange losses 12,625,052,373 17,688,380,518
Total 34,931,428,429 35,420,288,003
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General expenses

78,985,530,450

77,341,354,874

Loss on sale of assets

774,680,982

1,126,086,400

Grants and subsidies

23,362,567,735

16,408,521,221

Provision on bad debts

2,394,135,148

3,431,376,720

Bursaries and other donations 134,119,801 131,107,183
Impairment costs 5,232,675,611 4,591,768,550
Total 110,883,709,727 103,030,214,948

Current income tax

15,817,926,784

10,719,199,147

Deferred tax

909,823,475

2,086,166,954

Total

16,727,750,259

12,805,366,101

Exchange gains & losses

73,739,345,804

(128,023,425,543)

Loss from change in fair value of biological
assets

167,769,169

(225,800,384)

Revaluation gain/(loss)

1,582,189,066

(453,736,990)

Proposed dividends (1,218,562,694) (27.572.259)
Remission to National Treasury 10,471,058,071 14,566,759,600
Total 84,741,799,416 | (114,163,775,576)

Remission to National Treasury relates to 90% surplus remitted back to the exchequer by

regulatory authorities under the PFM Act 2012 and section 219 of PFM Regulations

Quoted investments

401,150,504,304

312,320,747,077

Auvailable for sale investments

18,334,553,000

29,190,836,000

Held to maturity 837,358,699,673 859,817,850,111
Retirement benefit assets 9,050,659,311 5,838,681,230
Investment in subsidiary 6,930,236,458 5,625,252,710
Other investments 89,911,734,257 99,877,606,053
Total 1,362,739,387,003 | 1,312,670,973,181
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Biological assets

135,285,674,703 129,347,589,114

Land

1,609,619,445,665 | 1,480,855,285,130

Buildings and structures

876,357,903,753 898,551,489,195

Transport equipment

86,921,379,352 83,960,481,094

Office equipment, furniture and fittings

109,536,348,023 112,285,570,039

Other Machinery and Equipment

2,168,713,065,307 | 2,088,929,623,849

Heritage and cultural assets

154,328,816,056 146,345,073,839

Finance lease obligations 910,793,071 734,852,992
Work in progress 379,831,353,363 352,217,159,768
ICT equipment and other ICT assets 53,221,341,401 63,482,715,092

Total

5,574,726,120,694 | 5,356,709,840,112

Cost of intangible assets b/f 40,811,344,693 36,497,851,053

Additions 2,775,472,660 2,359,290,628
Disposals (739,638,247) (396,706,000)
Amortization (23,163,275972) | (23,329,259,078)
Total 20,398,994,918 15,782,081,809

Cost of investment b/f 111,785,709,681 108,862,282,426
Change in fair value 37,661,596 86,476,393
Additions 10,605,498,190 2,527,555,000
Investment property disposals 24.282,762.,000 3,459,016,000
Investment property depreciation (1,692,574,418) (1,106,592,800)
Total 145,019,057,049 113,828,737,019

Long term receivable

840,627,524,635

770,741,515,562

Total

840,627,524,635

770,741,515,562
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Consolidated Financial Statements for the year ended 30" June 2024

Cash in hand and transit 7,566,301,424 13,634,348,617
Cash at bank 804,341,496,311 746,441,298,525
Fixed deposits 24,510,726,486 41,215,196,123
Treasury bills 268,688,811,225 114,040,422,000
M-Pesa 885,099,205 1,097,955,844
Staff imprests 12,518,829 17,208,878
Total 1,106,004,953,479 916,446,429,987

Raw materials 13,237,895,237 10,578,344,493
Consumables 36,393,731,819 © 39,985,994,442
Work in progress 4,713,001,237 4,299,113,104
Other items 24,706,643,297 22,818,625,440
Biological assets (878,527,190) (614,117,396)
(Provision for obsolete inventory) (43,564,869) (4,408,865)
Total 78,129,179,531 77,063,551,217

Trade receivables

386,370,872,048

353,020,768,742

Student loans/other loans

19,833,624,159

18,005,263,776

Prepayments and deposits

84,930,664,356

96,118,575,296

Related party receivables

10,088,126,561

10,074,971,582

Other receivables

224,173,813,386

191,133,600,273

(Provision for bad and doubtful debts)

(45,991,435,053)

(41,379,261,154)

Total

679,405,665,457

626,973,918,516

Ordinary share capital

202,795,079,025

191,849,612,671

Revaluation reserve

1,503,162,875,734

1,437,412,872,833

Fair value adjustment reserve

188,683,435,536

167,605,664,708

Retained earnings

1,182,576,616,657

1,121,780,296,684

Minority interest

23,939,907,686

23,901,067,660

Capital Fund

2,235,265,547,189

1,989,375,358,273

Total

5,336,423,461,827

4,931,924,872,829

Notes to the Consolidated Financial Statements



Government of Kenya

State Corporations, Semi-Autonomous Government Agencies and Public Funds
Consolidated Financial Statements for the year ended 30™ June 2024

Loans from the national government

103,972,395,251

122,050,188,802

Commercial bank Loans

83,201,976,174

92,127,531,961

Other loans from donors and financiers

115,609,778,403

145,414,545,390

Total

302,784,149,828

359,592,266,153

Deferred tax liabilities- noncurrent 248,975,040,482 226,984,048,106

Current deferred tax liabilities

630,629,000

630,629,000

Total

249,605,669,482

227,614,677,106

Non-current benefit obligation 20,906,366,504 21,530,358,718

Total

20,906,366,504

21,530,358,718

Other long-term liabilities

1,962,070,070,260

1,810,134,262,873

Total 1,962,070,070,260 | 1,810,134,262,873
Trade payables 738,569,895,821 751,725,651,596
Payments received in advance 8,434,775,840 7,221,239,418
Loans payable 30,036,656,053 29,059,030,542
Employee advances 2,071,859,902 1,947,199.402
Third-party payments 13,244,335,816 8,947,546,845

Other payables

217,060,851,587

188,579,621,212

Refundable deposits from customers

677,132,738,370

595,907,832,093

Unspent donor funds - Unexpended

3,594,035,612

2,416,275,567

Provisions

18,403,760,966

17,767,582,406

Total

1,708,548,909,968

1,603,571,979,081

Notes to the Consolidated Financial Statements

27




Government of Kenya

State Corporations, Semi—Autonomous Government Agencies and Public Funds
Consolidated Financial Statements for the year ended 30 June 2024

Current loans from the national government

99,480,248,369

104,257,206,272

Current commercial bank loans

33,037,314,302

31,526,755,265

10,964,283,111

15,440,481,014

Current other loans from donors and financiers
Total borrowings ‘

143,552,786,607

151,295,383,376

Amounts payable under finance leases

713,501,930

522,525,387

Total

713,501,930

522,525,387

National government

61,473,752,896

63,645,056,530

International funders

3,465,586,596

3,401,682,754

Public contributions and donations

9,246,741,731

7,986,934,724

Total

74,186,081,223

75,033,674,008

Current benefit obligation

3,227,356,654

2,899,442,310

Total

3,227,356,654

2,899,442,310

Deferred tax liabilities current 2,016,032,274 2,271,342,113
Current tax liabilities 3,647,125,210 4,456,892,448
Total 5,663,157,484 6,728,234,561

30 Incorporation

All the State Corporations, Semi-Autonomous Government Agencies and Funds
established by an Act of Parliament or Legal Notice whose financial statements are
consolidated/amalgamated in these financial statements are incorporated and domiciled in

Kenya.

31 Currency

The financial statements are presented in Kenya Shillings (Kshs).

Notes to the Consolidated Financial Statements
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