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Executive summary

This report assesses the feasibility of converting
tiered, evidence -based waiting list that can unlock affordable housing off -take by identifying

oOguar anteadyo househol ds and backing t h-éumatioowi t h a
guarantee facility. The core market failure is not the absence of demand, but the absence

of credible, verified demand that is visible to developers and institutional off  -takers,

combined with a lack of disciplined mechanisms to manage short -term paym ent interruption
risk. This contributes to failed allocations, high acquisition friction, under -absorption of units,
and constrained willingness by institutions to intermediate rent -to -own portfolios at scale.

Tier 8- Guarantee Activation
Policy -bound activation for a specific household -unit allocation, approved through
guarantee -facility governance and trustee/fiduciary controls

Tier 73 Unit Matching (Empowa)
Matched to specific project, unit typology, and geography

Tier 6 0 Wallet Participation
Transactional data via ABC or equivalent wallet

Tier 4 8 Savings & Deposit Readiness
Longitudinal savings behaviour and deposit capacity

Tier 30 Cooperative & Peer References
Social validation from cooperative leadership and members

Tier 2 6 Household Profile

Household composition and aggregated income

Tier 1 Identity & Location Data
Verified identity and housing location preference

Tier 53 PNGME Affordability & Risk Profile
Empirical income, behaviour, and risk assessment

The report finds that a waiting list only becomes useful market infrastructure if it is more than
a registration database. The proposed model progresses households through structured

tiersfi from basic enrolment and verification through deposit discipline, a ffordability
evidence, and housing readiness fAunt i | they areeady®t aannddbyt hen oOguar
readydé at the point of allocation. The design also r

be managed together:

1| Page
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0] too few households reach readiness at the top of the pyramid, and
(i) too few units are available in the right geography and typology to be matched
reliably.

The report therefore centres operational matching on Tier 7 (standby -ready households
matched to units under construction and in pipeline) and Tier 8 (guarantee activation only
when a specific household is allocating to a specific unit and a short -duration backstop
becomes necessary). To maintain liquidity and fairness, the pilot should maintain a standby

pool of at least five ready households per unit  (with a practical range of 2x  §10x), ensuring
allocations do not stall and replacement discipline remains credible.

The guarantee is feasible only if it is narrow and disciplined.
It should not guarantee long  -term cashflows. It should cover Definition:
only a limited period of non  -payment, only after the deposit
is exhausted, and only where replacement actions are

initiated within  a defined window (target 3 84 months). With ONo pack, no payo

No Payao

strict governance, segregation of duties, and Ono pac | claimscontrol mechanism
p a 'y o wlaims controls, expected losses can be contained whereby payouts or guarantees
and oriced are only issued if a complete and

P ' verified document a
The report also concludes that sustainability requires presented. In this context, the
separating the economics of the waiting list pipeline (Tier 1 3 |opackoé typically c

required evidence of eligibility,
compliance, and fulfilment of
relevant conditions for a claim or

7) from the economics of the guarantee facility (Tier 8). The
pipeline should be funded mainly through supply -side

customer acquisition eco nomics (success fees and/or guarantee activation. If the
access fees that substitute for fragmented marketing and necessary documentation is
agent commissions). The guarantee should be priced like incomplete or missing, no payout
insurance  (expected claims + administration  + or guarantee is made. This

N . approach helps to ensure
liquidity/capital cost) and supported by a reserve and a
q ty/cap ) P y discipline, reduce fraudulent or

revglylng li quidity facility to cover clustered stress months, erroneous claims, and enables
avoiding the need for a large upfront endowment. expected losses to be contained
and accurately priced.

For implementation, the report recommends a disciplined

12-month pilot under Plan B: 50,000 complete

2| Page
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onboardings to generate a robust standby pool and enable 2,000 guarantees issued under
tightly controlled Tier 8 activation. Year -1 implementation cost is estimated at KES 123.84
million (single-currency view, excluding guarantee reserve capital), translating to an
indicative fully loaded cost of KES 2,477 per complete onboarding and KES 61,919 per
guarantee issued . A prudential Year -1 liquidity posture for the guarantee facility is a KES 4®
80 million cash reserve and a KES 10@200 million revolving liquid ity line, contingent on strict
deposit -first loss and replacement discipline.

3| Page
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2 Report outline

2.1  Purpose of the report

This report examines the feasibility of establishing a tiered, evidence -based waiting list and a

bounded guarantee facility (together referred to as THWG) to unlock affordable housing off -

take through cooperative demand and institutional participation. The core intent is to create

a practical mechanism that can (i) identify oOreadyé

way, (i) match them to available housing units by geography and typology, and (iii) provide
a disciplined, short -duration payment inter ruption backstop that enables institutional off -
takers to intermediate rent  -to -own transactions with greater confidence.

The report is written to support decision -making by FSD Kenya and implementation partners
on whether to proceed to a controlled pilot, and if so, under what conditions, governance,
and funding model.

2.2  Scope and boundaries

The scope of this report covers:

1 the problem definition and market failure that constrains affordable housing off -take
and institutional participation;

1 demand funnel logic that narrows potential demand into effective demand and
odguaranteadyd cohort s;

1 supply-side considerations, including absorption constraints and the need for
predictable unit pipelines;

1 the stakeholder value chain required to operate the waiting list and guarantee facility
at scale;

1 governance and operational design required to protect fairness, prevent leakage,
and ensure auditability;

1 guarantee economics, including the role of deposits, replacement discipline,
provisioning logic and liquidity sizing;

1 OPEX requirements and the commercial logic for sustainability; and

1 an implementation plan with a fully costed 12 -month pilot and decision gates.

The report does not attempt to:

design or finance the full construction pipeline of affordable housing supply;
prescribe national housing policy;

replace regulatory processes for lending, deposits, or consumer protection; or

act as a legal opinion on guarantee enforceability (although it outlines governance
and control requirements that legal structuring must support).

=A =4 =4 =4
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2.3 Method and evidence base

The report is based on a structured programme
design approach that combines:

1 stakeholder consultations and working
sessions across the value chain
(cooperative mobilisation, digital rails,
affordability analytics, platform matching,
developer supply and institutional off ~ -take
perspectives);

1 practical design development of a tiered

waiting list framework and a bounded

guarantee Concept' Left to Right: Joe de Swardt (Placemakers) Lorraine Maina (Pngme) Shamaz
! Savani (ABC Group) Josiah Muia (ABC Bank) Seeta Shah (FSD Kenya)

1 operating model and governance design
aligned to the principle of segregation of Figure 2: Sounding session at ABC Banking Group
duties, auditability, and disciplined claims
control;

1 cost model inputs supplied by key technical partners for digital scoring and platform
enablement; and

7 field learning from four NACHU &Pngme onboarding sessions through 6 February 2026,
plus updated waitlist dashboard, affordability scoring, and activity -results materials
that test real -world implementation constraints.

Where quantitative modelling is presented, it is used to create practical planning parameters
(e.g., standby ratios, conversion assumptions, liquidity posture) rather than to claim precise
forecasts. The intention is to support implementable choices and co ntrolled pilot decisions.

2.4  How to read this report

The report is structured to move from Oowhyd to Ohowi

1 Chapters 2 084 establish the market context, problem definition, and demand funnel
logic that narrows potential demand into effective, actionable demand.

1 Chapter 5 defines the stakeholder ecosystem required to deliver the system and the
interfaces between actors.

1 Chapters 6 08 describe governance, tier design, matching discipline, unit economics
and guarantee logic.

1 Chapters 9 810 provide the operating model, OPEX implications, and sustainability
funding framework.

1 Chapters 11 812 lock the detailed governance model and test assumptions using early
field evidence.
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1 Chapters 13 015 conclude with implementation planning, go/no -go decision gates,
and anticipated impact.

Readers primarily concerned with oO0can we edécute tF
Readers concerned with o0is this worth doing?6 shou
Chapters 3 84, and Chapter 15.

Affordable Housing Waitlist: Onboarding-to-Allocation Pipeline

Illustrative process linking NACHU eligibility capture with digital financial assessment and tiered guarantee allocation

©) 0 @ =]
Member Outreach & NACHU Onboarding ScoreMe App Financial Data
Session Briefing Form Onboarding Capture
NACHU + partners Eligibility + household details Consent + SMS permissions Bank + mobile money behaviour
\ o\ J \
® bg @ =
Member Profile Risk & Affordability Tiered Waitlist
(Consolidated Record) Assessment (Priority Bands)
Auditable & complete Objective scoring Transparent rules
g\
STAGE 3 — DECISION
G} £
Guarantee Decision Hous:’nagﬂl‘\u:;ation
Terms, limits, monitoring triggers @—_C:) Match to product

@ Match to payment plan

m;@} Ongoing monitoring

Process flow ——> Stage transition
Source: FSD Kenya / NACHU THWG Design — Housing Financing Report (202¢)

Figure 3: Study Approach fi Research Methodology and Framework

2.5  Structure of the report
The report contains fifteen chapters and supporting annexes:

1 Chapters 1 84: context, problem definition and market sizing/funnel logic

1 Chapters 5 86: stakeholder value chain and governance architecture

1 Chapters 7 08: tiered waiting list and matching design; guarantee economics and
affordability logic

1 Chapters 9 010: operating model, OPEX and sustainability funding model

Chapters 11 812: detailed governance; field validation findings and implications

1 Chapters 13 815: implementation plan and budget; go/no -go decision framework;
anticipated impact (including 5 - and 10 -year scenarios)

=
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The annexes provide practical operational tools to enable disciplined implementation,
including a Delegation of Authority matrix and a Claims Evidence Pack checklist.

7| Page



Unlocking construction and institutional off  -take financing for urban housing

3 Market context and affordable housing supply

3.1  Purpose of this chapter

This chapter summarises the market context relevant to THWG and frames the supply -side
realities that shape feasibility. The THWG waiting list and guarantee facility can improve
allocation efficiency and unlock institutional off -take confidence, but it cannot substitute for

the existence of real unit pipelines. Th e design therefore assumes that demand readiness
(households) and supply readiness (units) must be managed as a coupled system.

3.2  Affordable housing context and why off -take is the bottleneck
Kenyats affordable housing challenge is commonly f
practice, the binding constraint for many affordable and lower -middle market developments

is often a mix of:

1 insufficient verified demand  at the point of allocation (households are interested but
not ready or not matched);

1 high customer acquisition friction (fragmented marketing, informal selection, and
failed allocations);

1 affordability volatility (irregular income, weak evidence of payment discipline, and
limited deposit buffers); and

71 limited institutional appetite to intermediate rent -to-own cashflows without a
disciplined risk containment mechanism.

THWG targets this off -take bottleneck by transforming cooperative membership demand into
a structured, evidence -based readiness pipeline, matched to real unit flows, with a bounded
backstop for short -duration payment interruption.

3.3  Supply pipeline: current and prospective sources of affordable
units

The unit pipelines relevant to THWG are expected to be sourced through a mix of:

1. Developer -led supply (i ncl udi ng Pl acemaker so stated ambi t
capacity over time).

2. Platformintermediatedsupply (i ncl udi ng Empowads ability to sol
units beyond any single developer).

3. Other market supply channels  accessible to institutional off -takers (where units meet
basic standards and can be integrated into an off -take programme).

8| Page



Unlocking construction and institutional off  -take financing for urban housing

The reportdéds design approach does not require
waiting list becomes more valuable as more developers and unit pipelines participate,

provided unit metadata quality is sufficient to support matching by geograph y, typology,
price and delivery timing.

3.4  Constraints on supply delivery and unit absorption

In the affordable segment, three constraints commonly limit absorption even where there is
clear housing need:

1 Timing mismatch: households become ready at different times than units become
available; without standby pools and rapid matching, units sit idle and households
drop out.

1 Typology/geography mismatch: househol ds may be oO0readyé
location available; this makes standby ratios essential.

1 Transaction readiness risk: even after allocation, payment interruptions can occur; if
there are no bounded liquidity backstop and no fast replacement discipline, off -takers
face unstable cashflows and reputational risk.

These constraints shape the THWG requirement that Tier 7 maintain multiple ready households
per unit, and that Tier 8 guarantee activation be coupled to strict operational discipline.

3.5 Implications for THWG design

This supply framing produces five practical design implications:

1. THWG must ingest real unit pipelines continuously and treat unit availability as a first -
order constraint, not an afterthought.

2. Matching must be operational, not theoretical: the system requires unit metadata
(location, typology, price band, delivery timing, handover readiness) and household
metadata (location preference, affordability band, deposit evidence, readiness
indicators).

3. Standby pools are not optional:  a minimum standby ratio (2x 810x; planning baseline
5x) is required to avoid stalled allocations and to protect replacement discipline.

4. Guarantee design must assume imperfect matching and timing: the guarantee exists
to cover short payment interruptions during early tenure and stabilise off -take
confidence, not to subsidise affordability permanently.

5. Supply participation incentives matter: developers and off -takers must see value in the
waiting list as a pipeline utility that reduces acquisition costs and failed allocations. This
directly informs the recommended commercial model in Chapters 9 010 (pipeline
funded by supply -side customer acqu isition economics).
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3.6  Labour market structure, income reality, and financial access

3.6.1 Employment structure

Kenyads | abour market is dominated by informality.

of Statistics (KNBS):

1 80083 percent of the workforce is engaged in informal employment;

1 170620 percent is formally employed; and

7 only 15018 percent of workers receive a regular monthly payslip.
Public sector employees account for a disproportionate share of stable payslip income, while
much private sector employment is characterised by short -term contracts and variable
income that does not meet conventional bank underwriting standards.

3.6.2 Mortgage penetration and effective mortgage access

Mortgage finance reaches only a very small segment
Kenya (CBK) and Kenya Mortgage Refinance Company (KMRC) reporting indicates that
the total number of outstanding mortgage accounts nationally is fewer than 30,000

Importantly, this figure does not equate to the number of households with mortgage access.
A material share of mortgages is held by higher -income individuals with  multiple properties
and multiple mortgage facilities . Banking sector disclosures and CBK analysis indicate that:

1 thenumberof distinct households with at least one mortgage is significantly lower than
30,000; and
1 the number of individuals who can reliably qualify for and sustain mortgage borrowing
is likely in the range of 10,000615,000 nationally .
Mortgage lending therefore functions primarily as a wealth accumulation and investment
mechanism , rather than a mass housing access instrument.

3.6.3 Implications of limited mortgage reach
The extreme concentration of mortgage access has several structural implications:

It is worth acknowledging the role of Kenya Mortgage Refinance Company (KMRC) in this
landscape. KMRC has made a meaningful contribution by enabling participating banks to

offer longer -term, lower -rate mortgages, and its efforts to serve lower  -income house holds
reflect a genuine commitment to expanding access. However, significant challenges remain:

there is a persistent mismatch between prevailing house prices and household affordability,
mortgage instalment levels continue to exceed what most target house holds can sustain,
and some banks have responded by removing income caps rather than addressing the
underlying affordability gap. Further mor e, KMRCOG s
may not remain available at current terms indefinitely. This repor t therefore seeks a more
market -oriented, self -sustaining complementary approach fi not a replacement for KMRC,
but a mechanism that can serve lower income households through an alternative pathway.
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1 Mortgage -backed demand cannot be relied upon to absorb affordable housing units
at scale.

1 Demand -side interventions focused on mortgage expansion benefit only a narrow,
higher -income segment  of the population.

1 The majority of urban households capable of making regular housing payments
remain structurally excluded from mortgage finance.

3.7 Housing consumption and acquisition pathways

Urban households in Kenya access housing through multiple pathways shaped by income
volatility, tenure preferences, and limited access to long -term credit.

Based on CBK, KNBS, KMRC, and Housing Finance Africa analyses, the indicative
distribution of housing acquisition mechanisms is as follows.

Figure 3: Housing Acquisition Pathways in Kenya (Indicative Distribution)

Housing Pathway Estimated Share Of Households  Key Sources

Mortgage -financed purchase 305% CBK, KMRC

Short-term instalment purchase (4 35 payments) 8012% CAHF

Rent-to -own arrangements 10015% KNBS, cooperative housing studies

550865% nationally / 80 -90% in

Pure rental (formal & informal)
urban areas

KNBS, World Bank

Incremental self -build 10015% World Bank, UN -Habitat

These patterns confirm that rental, rent -to-own, and incremental models dominate housing
consumption , while mortgages play a marginal role in the affordable segment.

3.8 Household expenditure and payment behaviour

Housing expenditure typically accounts for 25040 percent of monthly household income
among low - and middle -income urban households, with higher ratios observed among
informal workers due to income volatility and tenure insecurity.

Payments are predominantly:

1  monthly;
1 aligned to short -term cash -flow availability; and
1 supported by household pooling, cooperative savings, or informal income smoothing.

This contrasts sharply with long -tenure mortgage amortisation structures.
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3.9 Government of Kenya Interventions: Outcomes and Constraints

Over the past decade, the Government of Kenya has implemented multiple housing

interventions, including:

1 the Affordable Housing Programme (AHP);
1 developer tax incentives and duty exemptions;

1 mortgage liquidity support via

KMRC; and

1 proposed housing funds and levies.

Despite these measures, government
remained significantly below stated targets

Most interventions have focused on

the core construction and offtake financing constraint

policy enablement and demand

-reported completions of affordable housing have
and have fluctuated considerably year to year.

-side affordability, while

has remained unresolved.

Figure 4: Government targets vs actual affordable housing units delivered (last 10 years)

GoK affordable housing

Year
target (that year)

Not clearly specified as
2015 an
housingbé

Not clearly specified as
2016 an
housingo

Big Four era begins
2017 (headline target set for
2017382022 period)

~100,000/year

2018
(annualised)
~100,000/year

2019 .
(annualised)
~100,000/year

2020 .
(annualised)
~1

2021 O0,0QO/year
(annualised)
~100,000/year

2022

(annualised)
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annual oaf
targ

annual oaf
targ

Source / basis

No single AHP annual target
series found publicly for this
year

Same issue

Parliament report notes Big
Four target of 500,000 units
between 2017 62022.

(parliament.go.ke )

Annualised from 500,000 over
5 years (2017 62022).
(parliament.go.ke )

Same

Same

Same

Same

Estimated / reported
affordable units delivered
(that year)

Not credibly quantifiable
from accessible official
series

Not credibly quantifiable

Not credibly quantifiable
from accessible official
series

Not credibly quantifiable

Not credibly quantifiable

Not credibly quantifiable

Not credibly quantifiable

1,390 completed units
(SDHUD completions
reported via KNBS
Economic Survey

Best available source

=

=14

=4

>

]

=

=14

KNBS Economic
Survey referenced in
CS speech / reporting

(planning.go.ke )


https://parliament.go.ke/sites/default/files/2022-11/ASSESSMENT%20OF%20THE%20COST%20IMPLICATIONS%20OF%20THE%20BOTTOM-UP%20ECONOMIC%20TRANSFORMATION%20PLAN%202022-2027.pdf?utm_source=chatgpt.com
https://parliament.go.ke/sites/default/files/2022-11/ASSESSMENT%20OF%20THE%20COST%20IMPLICATIONS%20OF%20THE%20BOTTOM-UP%20ECONOMIC%20TRANSFORMATION%20PLAN%202022-2027.pdf?utm_source=chatgpt.com
https://www.planning.go.ke/wp-content/uploads/2024/05/CS_Speech_for_2024_Economic_Survey_Launch_18_05_2024.pdf?utm_source=chatgpt.com
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reference)
(planning.go.ke )

Government 3,357 completed units
200,000/year ambition communications wide!y state (SDHUD cpmpletions KNBS Economic .
a 200,000/year ambition reported via KNBS Survey referenced in
2023 (Kenya Kwanza . ) )
framing) (1ml5yrs); e.g., official Economic Survey CS sp('eech / reporting
delivery portal / gov comms. reference) (planning.go.ke )
(delivery.go.ke ) (planning.go.ke )
1,655 completed units
200,000/year ambition (KNBS 2025 Economic Business Daily citing
2024  (Kenya Kwanza Same (delivery.go.ke ) Survey reported by KNBS 2025 Economic
framing) Business Daily) (Business Survey (Business Daily)
Daily)
Table Notes
1. Targets 201762022 are annualised from the Big Four headline target of 500,000 affordable homes over the period
(i.e., ~100,000/year). parliament.go.ke
2. Targets 202362024 reflect the widely stated GoK ambition of 200,000 units per year , including official presidency
communications.  president.go.ke
3. 201762 019 oact ual s 6 because ageat ibynrgeareéSBHUD completion series for those years was not
accessible via a single citable KNBS table in the sources

that 2,613 units had been constructed by the State since 2017 (cumulative to end -2021), and subtracted KNBS -
reported 2020 (338) and 2021 (431), leaving 1,844 for 201782019, which is split evenly (~615/615/614) for reporting
transparency. Kenya Mortgage Refinance Company+1

Figure 5: Affordable Housing Incentives in Kenya (2015  62025)

Incentive name /

Year(s Type Description Source
initiative ©) P P
National programme targeting 500,000 affordable
homes with a delivery framework that includes
Kenya Affordable ) . . .
Housin 20170 Supply -side  developer incentives, bulk infrastructure support, (CAHF)
g present & Enabler standardised designs, and enabling environment -
Programme (AHP) . .
actions. AHP was launched under the Big Four
Agenda .
A suite of tax incentives for affordable housing
construction including: A vV
Affordable Housing 20180 ) construct i onl5%reduced dorpdratedax  for
, Supply -side (Erv
Tax Incentives present large-scal e devel opersA Lower
on inputsA Interest expense
duty exemption for qualifying transactions.
Stamp Dut: Exemption from stamp duty (4% urban; 2% rural) for first
POUY 20185  Demand - o P duty (4% urban; 2% rural)
Exemption (for first - - time buyers of homes under the AHP, improving (Eru)

t id
time buyers) present  side affordability for households.
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https://www.planning.go.ke/wp-content/uploads/2024/05/CS_Speech_for_2024_Economic_Survey_Launch_18_05_2024.pdf?utm_source=chatgpt.com
https://www.delivery.go.ke/housing.php?utm_source=chatgpt.com
https://www.planning.go.ke/wp-content/uploads/2024/05/CS_Speech_for_2024_Economic_Survey_Launch_18_05_2024.pdf?utm_source=chatgpt.com
https://www.planning.go.ke/wp-content/uploads/2024/05/CS_Speech_for_2024_Economic_Survey_Launch_18_05_2024.pdf?utm_source=chatgpt.com
https://www.delivery.go.ke/housing.php?utm_source=chatgpt.com
https://www.businessdailyafrica.com/bd/economy/government-built-affordable-houses-halved-to-1-655-last-year-5032306?utm_source=chatgpt.com
https://www.businessdailyafrica.com/bd/economy/government-built-affordable-houses-halved-to-1-655-last-year-5032306?utm_source=chatgpt.com
https://www.businessdailyafrica.com/bd/economy/government-built-affordable-houses-halved-to-1-655-last-year-5032306?utm_source=chatgpt.com
https://www.parliament.go.ke/sites/default/files/2018-09/Budget%20Watch%202018.pdf?utm_source=chatgpt.com
https://www.president.go.ke/government-to-construct-200000-houses-every-year/?utm_source=chatgpt.com
https://kmrc.co.ke/assets/file/Research-Insights-report-on-housing-June-2022_issue-1-Summary.pdf?utm_source=chatgpt.com
https://housingfinanceafrica.org/library/kenyas-affordable-housing-programme-development-framework-guidelines/?utm_source=chatgpt.com
https://eru.ecitizen.go.ke/assets/bomayangu/20200120_AHP_TAX_INCENTIVES.pdf?utm_source=chatgpt.com
https://eru.ecitizen.go.ke/assets/bomayangu/20200120_AHP_TAX_INCENTIVES.pdf?utm_source=chatgpt.com
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Incentive name /

S Year(s)
initiative

Housing Fund /

Tenant Purchase 20190
Scheme (TPS) ongoing
(proposed)

National Housing
Development Levy 2023
(introduced)

Kenya Mortgage
Refinance
Company (KMRC)

20180
present

Incentives for

developers 2024-
buil di ng Opresent
affordable units

Jua Kali & MSME
housing supply 2024
stimulation funding

Slum upgrading &
social housing
initiatives

20170
present

Type

Supply -side
& Demand -
side

Supply -side
& Demand -
side

Demand -
side
(financial
enabler)

Supply -side

Supply -side

Supply -side

Description

Under AHP financing framework, the Housing Fund is
conceived to:

act as bul k pruirsckh adseevre Itoop €

risk and enable construction finance

A provi deem finange gNTPS) for homeowner
purchase.

A mandatory levy intended to support affordable
housing delivery by mobilising long  -term capital to
address housing finance constraints (currently
contested).

A PPP refinancing facility that provides long  -term
funding to mortgage lenders, reducing cost of
mortgage finance and enabling banks to extend
credit to homebuyers at more affordable terms.

Tax incentives (15% corporate tax reduction; lower
import levies) and access to land/resources to
encourage private sector delivery of affordable
homes.

Ring-fenced KES 4.4B for local MSMEs to produce
construction materials to reduce costs and support
housing supply chain.

Government programmes (e.g., Kibera) to upgrade
informal settlements and increase affordable housing
stock.

3.10 Private sector capital flows into housing

3.10.1 Banking sector

1 Mortgages account for

1 Real estate contributes a
conservative lending behaviour. (Real estate lending comprises 8

less than 7 percent of total bank lending.
disproportionate share of non

1 Construction finance for affordable housing remains limited.

3.10.2 Pension funds and institutional investors

Kenyads pension

14| Page

sector

-take financing for urban housing

makKES@ gilBonnass et s

Source

(Affordable

Housing Program -
Boma Yangu )

(World Bank )

(Wikipedia )

(delivery.go.ke )

(delivery.go.ke )

(ST

-performing loans , reinforcing
-9% of banks loans
vs 17.1% of NPLs in 2024 per CBK Bank Supervision Annual Report 2024).

exceedi
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https://www.bomayangu.go.ke/media/20190401_Affordable_Housing_Program_-_Delivery_Framework_Draft_v02.pdf?utm_source=chatgpt.com
https://www.bomayangu.go.ke/media/20190401_Affordable_Housing_Program_-_Delivery_Framework_Draft_v02.pdf?utm_source=chatgpt.com
https://www.bomayangu.go.ke/media/20190401_Affordable_Housing_Program_-_Delivery_Framework_Draft_v02.pdf?utm_source=chatgpt.com
https://documents1.worldbank.org/curated/en/099020224061033867/pdf/P1650341b831a80c2199161b437d6288cfa.pdf?utm_source=chatgpt.com
https://en.wikipedia.org/wiki/Kenya_Mortgage_Refinance_Company?utm_source=chatgpt.com
https://www.delivery.go.ke/housing.php?utm_source=chatgpt.com
https://www.delivery.go.ke/housing.php?utm_source=chatgpt.com
https://iiste.org/Journals/index.php/PPAR/article/download/55805/57639?utm_source=chatgpt.com
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Approximately 12 percent of pension assets are allocated to immovable property and REITs
(RBA, 2024), the large majority of which is concentrated in commercial office, retail, and
undeveloped land. Only a small fraction i estimated at around 1 82 percent of total assets
fi targets affordable housing directly, due to liquidity constraints and limited investable

instruments (IFC, 2023). !

Only a small fraction of this exposure targets affordable housing directly , due to liquidity
constraints and limited investable instruments.

3.10.3 Capital markets and REITs

Kenyads REIT market remains smal |, wi KES 25cbidlionp i n e d
limiting its current impact on affordable housing delivery.

3.10.4 Cooperatives, SACCOs, and informal finance

SACCOs and cooperatives finance a substantial share of housing activity, particularly
incremental building and rent  -to-own arrangements, but capital remains fragmented and
difficult to aggregate for institutional investment.

3.11 Sources of capital supporting housing consumption and supply

Figure 6: Sources of Capital in the Housing Market

Capital source Instruments Key references
National government Budget allocations, AHP GokK, State Dept. Housing
County governments Land, infrastructure Council of Governors
Commercial banks Mortgages, construction loans CBK
KMRC Refinance lines KMRC reports
Pension funds Property, REITs RBA
SACCOs & cooperatives Member loans KNBS
! Sources:

9 Progress of Retirement Benefits Schemes in Kény@ytonn (2024)

I RBA Industry Performance Reports

I RBA Statistical Digest: Kenyan Pension Industry 2024

I  Pooling Pensions in Keny&a IFC (2023)
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https://www.rba.go.ke/industry-performance-reports/
https://www.rba.go.ke/statistical-digest-kenyan-pension-industry-shows-strong-growth-and-resilience-in-2024/
https://www.ifc.org/en/stories/2023/pooling-pensions-in-kenya

Unlocking construction and institutional off

Capital source Instruments

Insurers Asset allocation
Capital markets REITs, bonds

Private & DFls Equity, blended finance

-take financing for urban housing

Key references

IRA Kenya

CMA Kenya

World Bank, Housing Finance Agency

3.12 Share of national investment directed to affordable housing

There is no single official dataset isolating affordable housing investment as a share of total
national investment. Available evidence indicates that:

1 housing and real estate account for a modest share of financial sector assets;
1 affordable housing constitutes a small subset of this allocation; and
1 most affordable housing investment remains outside formal institutional channels.

3.13 International INGO sand DFls

Figure 7: International / Development Partner Incentives Arrangements

Years

Programme / Partner active Type Description Source

Worl d Bank project supp:
World Bank Kenya L )
Affordable Housin 2020 Suplv -side housing finance strategy by strengthening
Finance Proiect 9 resent 2 Ep:a):JIer mortgage markets, facilitating bulk funding for (World Bank )
(P165034) ) P developers, improving property registration,

and supporting long -term funding mechanisms.
Concessional International development finance instruments
blended finance for Supply -side and ODA have historically provided
housing (Africa 2020s & Demand - concessional layers to blend with private (CAHF)
contexg side capital in affordable housing projects (e.g.,

guarantees, concessional loans).
Green Affordable 20225 A proposed blended instrument addressing
Housina Finance resent Supply -side  housing finance gaps via guarantees and
(Climatge Finance ? ilot in & Demand - enabling environment support to catalyze (climatefinancelab.org
Lab) ern 2) side local bank finance into construction and

4 mortgage markets.

Shelt.er A.frique 19803 _ Pan-African finance institution providing -
housing finance present Supply -side  project finance, institutional lending, and (Wikipedia )
support support for affordable housing, including
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https://housingfinanceafrica.org/wp-content/uploads/2025/10/Convergence-report_Affordable-Housing-in-Africa.pdf?utm_source=chatgpt.com
https://www.climatefinancelab.org/wp-content/uploads/2023/01/GAHF-report.pdf?utm_source=chatgpt.com
https://en.wikipedia.org/wiki/Shelter_Afrique?utm_source=chatgpt.com
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Years -
Programme / Partner . Type Description Source
active

Kenya operations; supports local developers
and credit.

3.14 How these incentives break down by supply side vs demand
side

Government of Kenya affordable housing incentives over the last decade include a mix of
supply -side and demand -side measures. The AHP and related frameworks include developer
tax incentives (reduced corporate tax, import levy concessions), bulk infrastructure support,
housing fund mechanisms to de -risk developer offtake, and slum upgrading schemes for
supply expansion, though th  ese have been hard to actualise.

Affordable Housing Repayment Risk — Where the Bottleneck Forms

£

Simplified view of the ii

ion and payment-risk ¢ int the tiered waitlist + guarantee is designed to address

Bottleneck

DEMAND SIDE

Households — Income & Savings Profile Information Gap & Landlords & Developers

R . Weak Verifiabiiity ) )
» Irregular / informal income streams » Payment uncertainty / cashflow risk

» Limited or no formal credit history f »
» Low savings buffers and collateral I

» Sales velocity risk on units
» No reliable tenant-screening mechanism

» Fragmented financial records
» Exposure to income shocks (illness, drought) S
» Limited mobile / bank data linkage

» Hard to segment repayment risk

Lenders (Banks & MFIs)

» High default risk on unverified borrowers

Housing Aspiration » Verification cost exceeds loan value

» Preference: rent-t /instal pathway
» Requires predictable, income-linked payments
» No viable deposit savings product available - Adverse selection & pricing-out of viable borrowers

» Costly underwriting relative to loan size

» Regulatory capital c ints on NPL

Resulting Market Response

» High deposits - stricter loan terms
» Exclusion of viable lower-inome borrowers
» Elevated unit costs - reduced affordability

designed to
address

ag E=

L4

2. Financial
Behavioural Data

[Bank / mobile money
transaction history]

1. Digital Onboarding

[NACHU + ScoreMe
structured capture]

3. Risk Scoring

Objective affordability
&repayment bands

4. Tiered Guarantee 5. Priority Waitlist

First-loss credit Matched to verified
enhancement security payment capacity

Information / risk-flew=>  Constraint/ pressure=»  Market outcome—> Source: SEO-Keyey. 311SC/TWINIC Oeprice - Meyss of Clewming Appess-31016
Figure 8: International and Development Partner Incentive Arrangements

On the demand side, GoK has promoted stamp duty exemptions for first -time buyers,
supported long -term mortgage refinancing via KMRC to improve affordability, and designed
demand mobilisation mechanisms like the National Housing Development Levy and tenant
purchase schemes. International partners fi including the World Bank, blended finance

facilities, and institutions like Shelter Afrique A have complemented these incentives with
concessional finance, guarantee facilities, and enabling -environment support.
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3.14.1 Supply -side interventions.

These are primarily targeted at  reducing cost or risk to developers, financiers, or the supply
pipeline:

1 Affordable Housing Programme (AHP) delivery & framework incentives (tax, land, bulk
infrastructure) o however, very hard for private sector to compete..

Tax incentives for developers building affordable units

Jua Kali & MSME materials support

Housing Fund (bulk purchase; offtake risk reduction)

Slum upgrading & social housing programmes

International blended finance or guarantee facilities

1 Shelter Afrique financing

=A =8 =4 =8 =4

3.14.2 Demand -side interventions
These aim to improve household affordability or access to housing finance:

1 Stamp duty exemptions for first -time buyers, where applicable under Kenyan law and
operational guidance; treatment should be confirmed in the implementation tax
memorandum before reliance is placed on it in transaction structuring.

KMRC long -term mortgage refinancing (enables banks to lend at better terms)
National Housing Development Levy (to mobilise demand -side funding)

Tenant Purchase Scheme (NTPS) mechanisms

International mortgage guarantee or credit support components in blended
instruments

=A =4 =4 =

3.15 Implications for market -building interventions

The analysis demonstrates a clear structural misalignment between household behaviour and
institutional capital structures. Most households rely on rental, rent -to-own, and incremental
housing mechanisms , while most institutional capital is structured around mortgage and
asset-level risk assumptions .

This misalignment explains the limited mobilisation of private capital into affordable housing

and underscores the need for targeted market -building instruments such as verified waiting
lists, empirical affordability profiling, and limited guarantees Al to re duce construction and
offtake risk without subsidising demand.

It is important to note that this challenge is not limited to mortgage access alone. The
affordable housing sector in Kenya faces a deeply fragmented system of high delivery costs,

limited land availability, weak offtake mechanisms, and underdeveloped infr astructure for
matching supply with verified demand. Initiatives such as Placemakers are working to bring
construction costs down at scale, which is a necessary precondition for the broader market

to function. The THWG model must therefore be understood as one component of a wider
ecosystem response fi not a standalone fix to a single bottleneck.
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Segmentation logic for a tiered waitlist (illustrative 2x2)
Members are prioritised using two core dimensions: repayment affordability and income/payment stability.

High stability High.stability
Low affordability TIER C TIERA High affordability

Stable but Not Yet Stable & Affordable Guarantee Focus
Affordable (ready)
(typical)
» Build savings buffers » Fast-track for allocation
» Savings discipline tools » Match to product Primarity
» Income pathway support » Consider guarantee Tier A

5 J G% (and selective Tier B)
= .
e 4 =
O £ Iommsmmmeamn e
S| 2
2 7 TIER D TIER B
%
a Low Stability & Affordable but Unstable

Low Affordability (needs support)

» Defer allocation » Stabilise cashflow
» Social support referral » Coaching programme
» Re-assess in 6-12 months » Monitor & re-assess
ooo =
Low stability ls:". % gjz High affordability
Low offordability = Low stability
— threshold —
Affordability (low » high) Source: FSD Kenya / NACHU THWG Design — Housing Financing Report (2026)

Figure 9: Structural Bottleneck A Demand and Supply Misalignment

3.16 Summary

Affordable housing delivery is constrained not only by construction capacity but by off -take
friction, weak readiness evidence, and the absence of disciplined mechanisms to manage
payment interruption risk. THWG is designed to address these binding constra ints by creating

a verified demand pipeline, matching that pipeline to real unit flows, and enabling
institutional off -take through a bounded, auditable guarantee facility. The remainder of the

report therefore treats supply and demand as a coupled system and designs the waiting list
tiers and guarantee rules accordingly.
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4 Problem definition and market failure

4.1  Purpose of this chapter

This chapter defines the core problem THWG is designed to solve and explains why current

approaches to allocating affordable housing units and enabling off -take are not scaling. It
frames the issue as a market coordination failure rather than simply a lack of need.
4.2  The coordination failure in affordable housing off -take

Affordable housing need is widespread, but need does not automatically translate into a
stable off -take pipeline. The binding problem is that the market often lacks:

1 credible, verified demand  (who exactly is ready, for which unit typology, in which
location, at what payment band);

{1 transaction readiness evidence  that is operationally usable (deposit buffers, payment
behaviour, household stability indicators); and

1 disciplined risk containment that makes institutional participation realistic without
turning the system into an open -ended subsidy.

In the absence of these, developers and off -takers face high uncertainty. They expend
resources on fragmented marketing, manual selection, and repeated allocation failures. The

result is that units can remain unabsorbed or are absorbed with high churn and arrears
volatility.

4.3  Why current targeting and allocation approaches falil

Current approaches typically fail at scale for four reasons , more detailed explanation further
on in the report :

1. Registrations do not equal readiness  Many lists and databases track interest, not
readiness. Without tier progression and evidence thresholds, the top of the pyramid
remains thin and unpredictable.

2. Weak matching capability Allocation often occurs without robust matching on
geography, typology, affordability band, and timing. This increases failed allocations
and creates idle unit risk.

3. Mispriced risk and slow replacement discipline Payment interruptions are common in
low- and moderate -income segments. If replacement is slow or inconsistent, arrears
accumulate, and the perceived risk becomes structural rather than short duration .

4. Low trust and low auditability = Without transparent rules, clear decision rights, and
consistent evidence requirements, allocation decisions can be perceived as unfair or
become vulnerable to exceptions, influence, and leakage. This undermines both
household trust and institutional appe tite.
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4.4  Why institutional capital is constrained

Institutional off -takers and financiers typically require predictable cashflows, enforceable
contracts, and risk containment mechanisms that are:

1 bounded (capped and time -limited),
1 evidence -based (not discretionary), and
1 auditable (traceable decision -making and controls).

In many affordable housing contexts, the perceived risk is not only household affordability. It
includes operational risk: weak screening, slow enforcement, unclear replacement
processes, and inadequate data quality. Without a disciplined structure, instit utions either
withdraw or price risk at a level that undermines affordability.

Data-to-Decision Chain — Minimum Controls for Fairness and Auditability
A simplified view: one main flow, minimal connectors, and safeguards that apply at every step.

- e - & ~
6 Data Capture W e Quality Checks 1 6 Scoring & Affordability Bands o Tiering & Waitlist Rules
| e =% [
o — Er=m | @ cleared E a
=l [ & 1 > | @fezed b = — \J
4 —
@ low medium high
NACHU form & documents » Completeness validation ke
& Informed consent obtained » Deduplication check b siabiltty §|_gnals Fomputed g Trar\sp.arent e
&2 Household details recorded » |dentity matching 4 Affort-lablllty estimate » Periodic refresh cycle
<@ Savings behaviour captured » Exceptions flagged » Explainable outputs » Appeals pathway open
|
7 L 4
Summary of Results l Housing Match & Payment Plan Guarantee Policy & Monitoring

(Example: &} Unit/ product fit assessment » Eligibility confirmed
TIERASSIGNMENT: B 3 Payment schedule & rails » Limits & term agreed

=2 Servicing workflow set up Pl > Triggers & follow-up set
MAX AFFORDABLE: $1200

0 0
[0 N “"0‘“
LOAN-TO-VALUE:  70% % m %

Safeguards That Apply Throughout

a Privacy & informed consent v Member transparency & explainability a‘fE—] & Audit trail for each decision @
%;_—E Exception review & bias monitoring EIA ﬂ Data retention & access controls # Secure governance framework @

Source: ASD Kenya /PACHU HYPG Design - Hotusing Finarcing Report (2026)

Figure 10: THWG Design Requirements i Decision Chain and Tier Progression

4.5  Design requirements derived from the problem

The problem definition leads to clear design requirements for THWG:

1. A tiered waiting list that converts interest into readiness Households must progress
through evidence -based thresholds (identity, cooperative membership, deposit
discipline, affordability evidence, housing readiness) so that the top tiers contain
reliably o6actionabl ed6 househol ds.
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2. Align Tier 7 with unit pipelines  The system should use unit flow as a constraint and keep
a standby pool of ready households to avoid allocation delays and ensure proper
replacement discipline.

3. A bounded guarantee that backstops liquidity, not long -term subsidy The guarantee
must be short -duration, deposit -first, and triggered only at the point where a specific
household is allocating to a specific unit. It must not guarantee long -term cashflows.
4. Strong governance and auditability Segregation of duti es, ono

claims evidence, conflict -of-interest controls, and a ring -fenced guarantee vehicle
are non -negotiable.

5. Sustainable commercial logic Pipeline economics (Tier 1 87) must not be loaded onto
the guarantee fund. The waiting list should be funded through supply -side customer
acquisition economics, while the guarantee is priced like insurance and supported by
a liquidity facility.

Study Approach — Evidence Streams Feeding the Viability Assessment

Iustrative diagram showing how different evidence sources combine to assess feasibility, risks and implementation readiness

) CORE QUESTION @ pA) STUDY DESIGN @\
[l

EVIDENCE BASE o SYNTHESIS & JUDGEMENT 2 i A

=

Q Literature review
Is a tiered waitlist & ¢y Stakeholder interviews
repayment guarantee viable N B Pilot data planning

for NACHU bers in
o,em.m.ow'::e;‘;,r,sawa s Operating model framework

/\ Risk identification

. v, . J

Member on-boarding metrics
« Platform performance

« Credit scoring efficacy Ml
« Product pipeline

« Guarantee benchmarks €

« Feasibility analysis

* Value assessment

* Risk register

+ Strategic recommendations

R

feeds into feeds into

informs feeds into

Vv \

Assumptions, Limits and Safeguards ‘

\ \ )
= Pilot Sample R Data Availability A Ethical & Secure Transparency
& Pilot data is @ Data availability Privacy, consent, Decisions must remain
N  representative 1> varies by member > and auditability are transparent and explainable

non-negotiable

Source: ESD Kenya /NACHELTHWG Design - Housing Flcosing Report (2026)

Figure 11: Waiting List Pipeline fi Intake, Assessment and Decision Stages

4.6 Summary

The core constraint to scaling affordable housing off -take is a coordination failure:  unverified
demand, weak matching, mismanaged operational risk, and insufficiently bounded risk
containment mechanisms for institutional participation. THWG is designed to solve these

failures by creating verifiable readiness tiers, maintaining standby poo Is for matching, and
introducing a disciplined, auditable guarantee facility that addresses short -duration payment
interruption risk without becoming an open -ended subsidy .
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It is important to acknowledge that effective matching cannot be achieved through

demand aggregation alone. Reducing the cost of construction i as Placemakers and similar
actors are working to achieve i is an equally necessary condition. A verified, ready
household cannot be matched to a unit that does not exist at an accessible price point. The

THWG model assumes that supply -side cost reduction initiatives will progress in parallel, and

the model 6s i mpact projections should be read
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5 Market sizing and demand funnel (from
potential to effective demand)

5.1  Purpose of this chapter

This chapter transl ates broad housing need into a p
for THWG. The purpose is not to produce a perfect national forecast; it is to create a

disciplined funnel that defines what portion of potential demand can realistica lly be

converted into:

(i) complete, verified waiting list records;
(ii) househol ds t harte abdeycéo nfeo ro sntaatncdhbiyng; and
(iii1) househol ds thatebhdygydmatoghar pntaée of allocati

This chapter therefore establishes the planning logic used later in Chapters 7 010 and the
implementation volumes in Chapter 13.

5.2 Defining demand: potential, addressable, effective and
guarantee -ready

For THWG purposes, demand is best understood in four nested layers:

Potential demand (need + interest): households that desire improved housing or ownership
but may lack readiness or ability to transact.

Addressable demand (reachable + eligible): households that can realistically be reached
through cooperative channels and meet minimum eligibility (e.g., residency, cooperative
membership pathway, willingness to participate).

Effective demand (actionable): households that can be converted into complete, verified
records and show early readiness signals (identity verification, basic affordability signals,
willingness to save, and appropriate geography/typology preferences).
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Minimum Viable Dataset, for a Tiered Waitlist [ Note: This is an illustrative minimum dataset for ]

What data is required at each tier to enable fair prioritisation, monitoring and (where applicable) a guarantee.

(1) ® @ o © = < 0 A~
Data Category ,ﬁ Tier1 E@a \ @ Tier 2 @ @ Tier3 (Y tiera ﬁ\?

illustrative, and (where applicable) a guarantee.

Register Savings Credit Readiness Housing Readiness

Identity & membership
Consent & privacy
Household profile
Income proxies & stability [  (basic) ] I-iﬁ':‘:s  (scored) I [7;1,“7 V (scored) ]
Savings behavior

Transaction / payment behaviour

Affordability estimate

Housing preferences

Eligibility requirements (docs)

Gl Required [ 4%} Enhanced (scored) ] Not required
Note: This is an illustrative minimum dataset — exact fields and thresholds should be set in the operating policy and reviewed for faimess. Source: FSO Kenya / NACHU THWG Design — Housing Financing Report (2026)

Figure 12: Demand Attrition Funnel fA Population to Guarantee -Ready Households

Guarantee -ready demand (Tier 8 at allocation): a subset of effective demand that has
progressed through readiness evidence and is allocating to a specific unit where a bounded
guarantee becomes necessary.

The funnel assumes that each step has a natural drop -off. The design objective is not to avoid
drop -off, but to manage it transparently and to improve conversion over time through better
operations and readiness support.

5.3  Funnel stages and practical conversion assumptions

THWGG6s funnel is structured around operationally ob:
Stage A: mobilisation andintake (i nt erest B registrations)

Stage B: assisted completion and verification (registrations b complete recc
Stage C: readiness progression ( compl et e r e c &/rstdmslby bready) er 5

Stage D: allocation and guarantee activation (Tier 7 b TieeadyB guar ant ee

Key conversion drivers include: quality of cooperative mobilisation, effectiveness of assisted
onboarding, the clarity of tier rules, deposit discipline support, and the availability of unit
pipelines

25| Page



Unlocking construction and institutional off  -take financing for urban housing

Because early -stage pilots typically face friction (partial records, inconsistent documentation,
variable affordability evidence), Year -1 conversion assumptions are intentionally
conservative. The reportds planning ap metearsachbe
tested and recalibrated quarterly (see Chapters 12 and 14).

5.4  Effective demand: what matters operationally

For THWG, oeffective demandd i s not a national

the system can carry through the conversion engine into complete, usable records and
progress through tiers fast enough to match real unit pipelines.

Effective demand must therefore be expressed in operational metrics:

1 number of complete onboardings  per month;

9 share reaching Tier 537 readiness ;

1 number of Tier 7 standby -ready households by geography and typology; and
1 number reaching Tier 8 at allocation.

This directly informs the scaling design in Chapter 7: the system must maintain a sufficient Tier

7 standby pool to prevent stalled allocations, recognising that not every ready household will

accept every available unit due to geography, typology, timing, and household
circumstances.

Member Journey — From Onboarding to Allocation and Servicing
PHASE 1 — ENGAGEMENT PHASE 2 — ASSESSMENT PHASE 3 — ALLOCATION
Outreach Onboarding Profile Build Scoring e Product Match Allocation
& Briefing + Consent & Verification & Tiering & Offer & Contract

» Community engagement » NACHU form completion » Document submission » Affordability estimate » Unit / product fit » Final eligibility check
» Programme explanation » Informed consent signed » Identity matching » Stability signals scored » Payment schedule set » Guarantee activated
» Interest registration » Household profile captured » Data quality checks » Tier essigned (A-D) » Offer issued to member » Contract signed

I S 5fe 123 B

° Servicing & Monitoring

E Payment rails (wallet / escrow) Early-warning triggers
c) ‘;
Active poyment collection and escrow manogement Automated alerts on missed or irregulor poyments

. Member support actions Periodic re-assessment
[} o
ongoing @7 Cooching, re-scheduling or referrol as needed '& Tier refresh and guurantee review every 6 months

Cycl e ongoing cycle

S
Safeguards Throughout: Informed consent | Transparency & explainability | Audit trail for each decision | Appeals & exception review | Data protection ® @ 9%
\ g L1

Source: FSD Kenyo / NACHU THWG Design ~ Housing Finoncing Report (2026)
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Figure 13: Member Journey Phases i Engagement, Assessment and Allocation

5.5 Implications for implementation planning

The practical implication of the funnel is that the system must be designed around conversion
capacity, not only registrations. High registration volumes without complete records and tier

progression create the illusion of demand but do not unlock off -take .
For this reason, the report | ater adopts a O0Ostandby
for each unit expected to be allocated, THWG should maintain multiple standby -ready

households (typically 5x, with a practical range  2x810x).

the number of complete onboardings required is then a function of the standby ratio and the
tier conversion rate.

This logic is used in Chapter 13 to define Plan B volumes for Year 1 and to calculate unit
economics.

5.6 Kenya population and adult  (18+) addressable base

5.6.1 Total population

Projected Kenya population for mid  -2025: 53,330,978. knbs.or.ke

5.6.2 Adults (18+) i Eligibility Filter for Cooperative Membership

Cooperative membership eligibility starts at age 18. Kenya typically does not provide a single

K N B

summary figure for the population aged 18+, but
groups such as the 15819 cohort. knbs.or.ke

Estimation Approach (with clear assumptions):

To estimate those aged 15 0617, we use the 150819 years cohort as a reference and assume

these ages make up three -fifths of the group, presuming an even spread across each year in

this five-year cohort i a common technique when more granular data is unavailable. This

information comes from KNBS Census Volume Ill.  knbs.or.ke

Proportion of Adults (18+) (approximate for sizing): About 54% of the total population falls into

the adult category, aligning with Kenyads yout hful

reports. Sources: KNBS; World Bank Open Data.

Calculated Result (mid -2025 adults 18+ estimate): 53, 330, 978 | 54.35% a
(18+)

Estimated number of adults (18+) in Kenya by mid ~ -2025: Approximately 29.0 million. Source:
KNBS.

27| Page

.9 ¢



Unlocking construction and institutional off ~ -take financing for urban housing

5.7 Household formation and household structures

5.7.1 Total Households (latest Census baseline)

According to Kenyads 202143913douschokls. t here ar e

This figure serves as the foundation for determining household -level conversions (individuals
B households) and understanding overlap, such as si
cooperatives.

5.7.2 Singles, couples, and multi -adult households

When evaluating housing market demand, it's essential to consider not just the population

count but also the number and types of households , since housing needs fi especially under

rent-to-own schemes iar e based on househol ds. [IHoNsBfBIdandnal yti c
Family Dynamics highlights that single -person households represent a notable portion in

Kenya, and many households are  non-nuclear , meaning they consist of extended or complex

family arrangements. The summary from KNBS shows about 20.2% one -person hous eholds

and 28.5% nuclear households , underscoring the importance of extended family setups in

planning for household overlap. knbs.or.ke

Implications for NACHU Waiting List Sizing:

Basing market size solely on the number of adul ts
demand units. 6 Hous e h ofl for exampke rtwo adults waylindividaatlychald
cooperative memberships but represent only one housing demand unit.

5.8  Cooperative membership as the ceiling for a NACHU -sourced
waiting list

5.8.1 Total cooperative societies and membership

Government cooperative  -sector summaries indicate that by end -2017 Kenya had 22,344
registered cooperatives  with an estimated membership of ~14 million . whikagoke

A separate official public statement also references oover 14 milliond cpoperat
consistent with that order of magnitude. kenyanews.go.ke

5.8.2 SACCO membership as a major sub -component (and a duplication driver)

SASRA reports that among regulated SACCOs, membership reached 6.84 million in 2023.
Source: SASRA.

This matters because SACCO membership is a strong predictor of potential readiness for
structured savings and (later) wallet  -based transaction capture  fi but also because SACCO
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members are among the most likely to belong to multiple cooperative types , creating
duplication in the 014 million membersoé6 headline.
583 Transl ating ot ot al cooperative member ship

me mber s o6

Kenyads commonly cited cooperati ve mambaiships swhichp f i gur
can have many duplicates 0 that is, one person can be a member of a number of

cooperatives. This is explicitly important for this consultancy because the waiting list

targets unique households ultimately, not memberships.

Because no authoritative national statistic was found in the cited public sources that directly
states the unique number of cooperative members after de -duplication, the analysis uses
scenario ranges:

Assumption (de -duplication factor):

Base case: 80% of memberships are unique persons (i.e., 20% duplication).
Conservative case:  75% unique (25% duplication).

Optimistic case: 85% unique (15% duplication).

Using the Government -reported ~14 million cooperative memberships as the ceiling: ushirica goke.

Figure 14: Cooperative membership ceiling fi scenario estimate

Iltem Conservative Base Optimistic

Total cooperative memberships (headline) 14.0m 14.0m 14.0m

Assumed de -duplication (unique %) 75% 80% 85%

Estimated unique cooperative members 10.5m 11.2m 11.9m

Sources for headline membership: Government cooperative sector summary. ushirika,go ke

5.8.4 Adjusting for housing relevance and urban orientation

Housing cooperative demand is expected to be more concentrated in urban and peri -
urban settings than in remote rural areas, given the link between formal employment
opportunities, rental markets, and cash  -based payment capacity.

Worl d Bank data indicates Kenyads ur ba¥2%ipegntl at i on
yearS (eg, arOund 2024) databank.worldbank.org
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UN-Habitat similarly highlights that Kenya is rapidly urbanising, despite a minority currently
living in urban areas . unsaiat

However, a housing waiting |ist i s not Aitcanht ed st
include households intending to move to towns/cities for work and access to services.

Therefore, a pragmatic Ohousing relevance-shiractor o6
statistic.

Assumption (housing relevance factor applied to unique cooperative members):

Conservative: 25% of unique cooperative members are plausible  housing -
cooperative/waiting  -list candidates (urban/peri  -urban + movers).

Base: 35%
Optimistic: 45%

Figure 15: Potential housing -waiting -list candidates (individuals)

Item Conservative Base Optimistic
Estimated unique cooperative members 10.5m 11.2m 11.9m
Housing relevance factor 25% 35% 45%
Potential waiting -list candidate individuals 2.6m 3.9m 5.4m

Urbanisation context source: World Bank DataBank.

5.8.5 Household overlap: converting candidate individuals into candidate
households

The waiting list (and guarantee) ultimately serves households , not individuals. Overlap occurs
where:

1 both spouses/partners are cooperative members; and/or
1 multiple working adults in one household each hold cooperative memberships.

Kenyaos tot al hous e hi?2148,913, ipmovidigOal 9aselinee serese of the
household universe.  No adjustments have been made for population growth between 2019
and 2025 to keep the maths simple.

KNBS thematic reporting also indicates material shares of one -person households and non -
nuclear structures, confirming that household structures vary widely. knbs.or.ke

Assumption (adult cooperative members per candidate household):

1 Conservative: 2.0 candidate adults per household
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1 Base: 2.2
1 Optimistic: 2.4

Figure 16: Candidate households implied by candidate individuals (scenario estimate)

Iltem Conservative Base  Optimistic
Candidate individuals (from Table 4.2) 2.6m 39m 54m
Assumed candidate adults per household 2.0 2.2 2.4
Implied candidate households 1.3m 1.8m 2.3m

5.8.6 Willingness to join the waiting list (Tier 1 uptake)
Not all eligible candidate households will opt into a structured waiting list, particularly where:

9 data sharing is required (ID/PIN, household details);
91 references are required (cooperative endorsement); and/or
9 digital channels are involved (wallets/platforms).

Assumption (Tier 1 uptake among candidate households):

1 Conservative: 20%
i1 Base: 30%
1 Optimistic: 40%

Figure 17: Tier 1 uptake fi estimated waiting list size at Level/Tier 1

Iltem Conservative Base Optimistic
Candidate households (Table 4.3) 1.3m 1.8m 2.3m

Tier 1 uptake rate 20% 30% 40%

Tier 1 households (waiting list entrants) 0.26m 0.54m 0.92m

5.8.7 Tier drop -off from Level 1 to Level 8 (effective market for guarantee)

The consultancyods tiered waiting |ist mo d e | i s
verification, and readiness increase at each tier. As a result, drop -off is expected.

A realistic model assumes:

1 high participation at basic registration levels;

9 significant drop -off when household income disclosure, references, savings history,
and credit profiling are introduced,

9 further drop -off when wallets, matching, and guarantee eligibility criteria apply.
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Assumption (retention to Level 8 from Level 1):

1 Conservative: 3% reach Level 8
1 Base: 5%
1 Optimistic: 8%

Figure 18: Effective market fA households likely to reach Level 8 (guarantee -ready)

Iltem Conservative Base Optimistic
Tier 1 households (Table 4.4) 260,000 540,000 920,000
% reaching Level 8 3% 5% 8%

Level 8 households (effective guarantee  -ready market) 7,800 27,000 73,600

Interpretation: Under plausible assumptions, the guarantee  -ready effective market may
initially be in the high thousands to low tens of thousands of households, even if Tier 1
enrolment reaches hundreds of thousands. This is consistent with the logic of a disciplined

pilot: the objective is not mass registration, but converting real demand into financeable,
verified offtake.

5.9 Summary

This chapter establishes a demand funnel that translates broad housing need into the
operational demand volumes THWG can realistically convert into readiness and allocation.

The key insight is that THWG success depends on conversion and tier progression, n ot raw
registrations. The funnel therefore provides the planning framework for the tier design and
standby pool logic in Chapter 7, the guarantee activation approach in Chapter 8, the
sustainability model in Chapter 10, and the implementation volumes and b udget in Chapter
13.
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6 Sakeholder ecosystem and value chain

6.1  Purpose of this chapter

This chapter describes the stakeholder ecosystem required to operate THWG as a functioning
market mechanism rather than a conceptual model. THWG depends on a coordinated value

chain across cooperative mobilisation, digital intake and savings rails, afforda bility analytics,
unit pipeline ingestion and matching, developer supply, and institutional off -take and fund
management. The chapter clarifies roles, interfaces, and the specific value each stakeholder
contributes to the waiting list (Tier 1 d7) and the gu arantee facility (Tier 8). While different
partners can support each of the different stakeholder roles (People / Banking / Scoring/
Property), this project was founded in working with NACHU and Placemakers and selected

ABC Bank / ABC Capital, Silicon Ente rprise, Pngme and EMPOWA to work with due to
promising early discussions and mutual interest in this field. A full value chain approach is
required.

PEOPLE BANKING SCORING PROPERTY

WAITING LIST & TRAINING  PRE HOUSING SAVING PROFILE & BEHAVIOUR OFF-TAKE

fr i-ih) I
NAGHU LU placemakers
Transforming Lives SI | Icon Z
: . . < H
Federation White Label Bank Portfolio Report HH
o
County Unions < l
Housing Cooperatives 8 '(,'J empowa
Primary Cooperatives — Chama Wallet Platform
Members Client & Household Profile —_ ﬁ

Figure 19: Stakeholder Ecosystem fi Role Matrix and Interface Map

6.2 NACHU: cooperative mobilisation and governance anchor

NACHU provides the core distribution channel and trust infrastructure needed to mobilise
households into the waiting list. Its unique value is not only access to member cooperatives

but also the ability to support disciplined participation at community lev el through
cooperative leadership structures.

Key contributions include:
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1 Mobilisation and enrolment:  targeting cooperatives, convening onboarding sessions,
and supporting member engagement.

1 Local credibility and trust:  reducing friction and suspicion during onboarding and tier
progression.

1 Training-of-trainers: equipping cooperative champions to support assisted
onboarding and readiness progression.

1 Grievance and fairness support: acting as a first -line channel for complaints and
appeals routing (without controlling Tier 8 decisions).

1 Governance participation: contributing to oversight structures and ensuring member
protection principles are upheld.

NACHU®S6s role must remain clearly separated from Ti
decisions to protect fairness and auditability.

Attrition Funnel — From Total Population to Market-Ready Households

lllustrative proportions shown — replace amber exit rates and right-hand counts with actual data from Sections 4.6-4.8.

: Stage Data
@ Total Population 100% g€
Target geography / NACHU membership base Count (N) ‘ % of Total
~22%exit M ==
@ Eligible Segment N= 9% =
Meets basic programme criteria
@ Engaged & Registered N= % =
Onboarding completed -
@ Consented & Verifiable N = % =
Identity + consent captured SRR
@ Data-Sufficient Profile 5,4 N= % =
Usable financial / behavioural signals —_—
® EE
@ Market-Ready N= % =
Matchable to unit
. Cohort retained at each stage (% shown inside bar) @ Stage exit (illustrative — replace with actual drop-off rates)
(i) Use exact segment definitions from Sections 4.6-4.8 when populating each stage. (i) 1 Chapter 4 distinguishes, ann extra, visually si.milav 8th stage box fo_t _
(fi) Amber exit bars show illustrative proportions only — replace with actual counts (N) and drop-off rates from pilot data. ol atage fort /oantract slgnag.
(i) If Chapter 4 distinguishes 'match-ready’ versus 'allocated’, add an extra final stage for allocation / contract signing. Allocation / Contract Signing
) ,a_p o . 2 f o s'g " Allocation / contract signing
(iv) Attrition reasons (e.g.. data, gaps, insome thresholds not met) can be annotated within exit zoncs once availsble.

Source: KIPP / KCH / THMG Design - Housing Attrition Study. 2026
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Figure 20: Operating Model i NACHU, Digital Rails and Platform Registry

6.3  Digital rails and member platform utility (SiliconEnterprise and
related platforms)

Digital rails provide the practical plumbing for deposit discipline, savings -behaviour evidence,
and member financial management. For this programme, their value is not only data capture
but also low -friction, mobile -first collection and servicing that can work for informal and

mixed -income households without heavy branch dependence.
Key contributions include:

1 Chama -/stokvel -style savings and wallet functionality: enabling structured deposit
build -up aligned to housing -readiness milestones, including for members who save in
groups or in frequent small increments.

1 Telco-agnostic payment pathways and transaction visibility: supporting collection
through wallet and other digital channels without making the model dependent on a
single provider, and producing evidence of payment rhythm, savings discipline, and
drop -off risk.

1 Member communications, nudges, and value -added services: reinforcing
completion, deposit discipline, and timely response through low -cost digital
engagement rather than branch -led follow -up.

1 Reduced cash handling risk and lower servicing cost: safer, trackable deposit
accumulation relative to informal cash mechanisms, with potential to reduce
customer -acquisition and servicing cost at scale.

This layer should be positioned as an enabling utility rather than a decision -maker. It may
manage customer -facing journeys and distribution support, but it should not determine tier
outcomes, underwriting decisions, guarantee approvals, or claims payouts.

6.4  ABC Banking Group and ABC Capital

ABC Bank and ABC Capital provide the regulated balance -sheet and custody layer. Their
distinctive value is licensed control of money, settlement, prudential discipline, and access to
banking and clearing infrastructure, rather than customer -facing product iteration.

Key contributions include:

7 Custody, settlement, and reconciliation: secure holding of deposits and relevant
pooled funds, with banking  -grade reconciliation and reporting.

1 Payment -clearing and compliance support: providing the regulated interface for
money movement, including any bank -sponsored payment flows required for scaled
operation.

35| Page



Unlocking construction and institutional off  -take financing for urban housing

1 Prudential and treasury support: helping structure reserve management and any
revolving liquidity line under approved governance rules.

1 Institutional reporting discipline: providing banking -grade reporting and controls that
improve credibility with investors, governance bodies, and counterparties.

ABC Bank/Capital should not control Tier 8 eligibility or claims decisions. The governing
principle is clear separation: the bank holds and reports on money under ring -fenced rules,
while customer -facing platforms support distribution and servicing without controlling
underwriting or payout authority.

6.5 Pngme: affordability analytics and risk readiness

Pngme contributes the analytics layer that converts raw household data into practical
affordability and readiness insights. This is central to determining whether households can
sustainably carry payment bands and to calibrating tier thresholds over time.

Key contributions include:

1 Affordability and risk profiling: assessing household payment capacity, affordability,
volatility, and current default risk using evidence -based methods appropriate to
informal and mixed -income contexts.

1 Participant resilience and household income modelling: maintaining and
recalibrating the household income model, participant resilience model, and
affordability ranking logic as fresh cohort data emerges.

1 Dashboards and reporting: providing operational visibility through the housing
readiness dashboard, waitlist index, and intervention toolkit so that tier distributions,
conversion rates, arrears signals, and early -warning indicators can be monitored in
real time.

1 Data unification, duplicate detection, and traceability support: reconciling dual
onboarding channels into one household profile, improving record integrity, and
reducing leakage risk.

Pngme should inform Tier progression and risk thresholds but should not have unilateral control
over Tier 8 approval or claims payouts. Governance structures must prevent conflicts of
interest and ensure decisions remain auditable.

6.6  Empowa: unit sourcing, pipeline integration and matching

Empowa provides the supply -side platform function: ingesting unit pipelines, maintaining unit
metadata, and enabling matching of households to units by location, typology, timing, and
price bands. This is essential for moving from readiness evidence to rea | allocation.
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HOW IT WORKS £ empowa

Loan / Investment

g

Affordable
Capital Housing

Providers | Developer
¢ (SMME) / SPV

Policy Data

Instalment Payments

Digital piatform to manage SMME embedded finance

Digital platform to manage SMME embedded finance

Figure 21: Guarantee Flow and Supply -Side Pipeline Integration

Key contributions include:

1 Unit pipeline ingestion: integrating units from multiple developers and supply sources,
not limited to a single developer.

1 Unit metadata quality:  ensuring each unit has sufficient data for matching (location,
typology, pricing band, delivery timing, handover status).

1 Matching workflow support:  supporting allocation processes that can be audited and
repeated at scale.

1 Off-take coordination: enabling transaction workflows between off -takers,
developers, and allocating households.

Empowads role is operational enablement. |t must no
approvals, and matching overrides must be governed tightly to avoid manipulation.

6.7 Placemakers: developer supply and delivery contribution

Placemakers contributes developer supply, delivery experience, and pipeline visibility. The
report recognises Placemakers® ambition to scale de
developer commitments in making the waiting list actionable.

Key contributions include:
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1 Unit supply pipeline: providing units that can be integrated into
off -take programmes and matched to households.

Figure 22: Field Consultation f Stakeholder Engagement Session

1 Handover readiness coordination:  aligning practical delivery
status with allocation timelines.

1 Feedback into typology and price points: using demand
evidence to shape product decisions and reduce failed
allocations.

1 Operational learning:  contributing real -world delivery constraints
that should shape pilot sequencing.

Placemakers must not influence household selection outside
transparent, governed processes, and must not participate in

claims approval decisions.

6.8  Value chain summary and interfaces
THWG depends on a dos$c¢i gphianed: ohand
1. NACHU mobilises and supports onboarding (Tier 163 intake and completion support).

2. Digital rails manage deposit capture, member communications, and behaviour
evidence (Tier progression support and servicing).

3. Pngme scores and calibrates readiness thresholds (affordability and risk evidence for
Tier 497).

4. Empowa ingests units and enables matching (Tier 7 matching to real unit pipelines).

5. Off-taker allocates and activates Tier 8 guarantee only at allocation, under strict
governance.
6. Guarantee facility manager + trustee administer claims with ono pack, n o

controls and auditability.

7. ABC rails and investment capability provide regulated custody, settlement, liquidity
support, and reporting under ring  -fenced governance.

The practical hand -off principle is: customer -facing agility in the digital layer; money control,
settlement, and prudential discipline in the regulated banking layer.

The key discipline is segregation of duties: those who benefit from allocations must not control
eligibility outcomes or claims approvals.
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Figure 23: Integrated affordable housing value chain

Value Chain
Layer

Demand
Governance

Pre-Housing
Readiness

Regulated
Financial
Backbone

Behavioural &
Credit
Analytics

Offtake
Execution

Housing
Supply

Risk Backstop

Stakeholder

NACHU

Chama Platform
(Siliconenterprise -
enabled)

ABC Banking Group

Pngme

Empowa

Placemakers &
Other Developers

FSD Kenya-
Supported
Guarantee

Primary Role

Custodian and
governor of
cooperative
housing demand

Savings,
engagement, and
readiness -building
layer

Banking rails,
custody,
compliance

Independent
readiness and
behavioural
assessment

Housing offtake
and transaction
engine

Housing delivery

Time-bound
payment support
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permissions

A Enables

informal

savingsA Supports

accumul at i

onA Keep

engaged while not yet housing -

ready

A Wh-latieledigital wallets for
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A Matches
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contracts and payment logic

A Land ass

embl y an

Construction and project

management

A Temporar
payment ri
certainty

A Unit d

i |y -stage p
skA I mpr
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Why This Role Is Critical

Provides legitimacy, trust,
and cooperative
ownership of demand;
prevents capture of the
waiting list by
commercial actors

Converts latent demand
into progressively
bankable demand
without SACCO or
regulatory overreach

Anchors the ecosystem
in Kenyan regulation and
provides institutional
credibility

Reduces uncertainty
around informal income
households without
acting as a lender

Converts demand into
executable offtake that
developers and lenders
can rely on

Represents the supply -
side constraint the
guarantee is intended to
unlock

Bridges the final
confidence gap
preventing banks from
financing construction

Note: The table above illustrates a staged affordable housing value chain in which
cooperative -governed demand is progressively converted into bankable offtake through
savings, analytics, regulated banking infrastructure, and structured execution. The guarantee
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intervenes only at the final transition point, where residual early
construction finance from flowing.

Figure 24: Riskallocation and guarantee logic across the value chain

Risk Type

Demand legitimacy

Household affordability
risk

Behavioural uncertainty

Construction risk

Offtake execution risk

Payment default risk
(early phase)

Long -term credit risk

Regulatory /
compliance risk
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Primary Risk Holder

NACHU

Household

Pngme (analysis
only)

Developer
(Placemakers)

Empowa

Guarantee

Household / Market

ABC Banking Group

Mitigation Mechanism

Cooperative governance, tiered
data, social validation

Savings via Chamas; progressive
readiness

Longitudinal behavioural insights

Equity -first financing; fixed -price
contracts

Structured contracts; digital
workflows

Conditional, declining support

Stabilised payment behaviour

Regulated banking rails

-take financing for urban housing

-stage payment risk prevents

Role of the Guarantee

None 0 resolved upstream

Temporary payment support during
early occupancy

Enables targeted, time -bound

guarantee application

None 0 developer absorbs first loss

Guarantee strengthens
enforceability

Direct intervention for a limited
period

Guarantee exits once stability is
demonstrated

None 8 fully contained within
banking system
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Stakeholder Role Matrix — Who Leads What

- High-level allocati ibilities across the waitist and guarantee value chain.

Member outreach & eligibility | g l Support —

Registration & records | ' Support — — — - —
Consent, privacy & audit trail i E.]\ lSupport l Support lSupport - l Support
Savings discipline / deposits ‘ @% l Support l Support - - - -
Behavioural scoring & affordability | B-E — | Support m — - -
Tiering & waitlist rules | % l Support l Support l Support - l Support
Product matching & offers | G} — l Support _ l Support -
Servicing & payment monitoring | C% [ Support lSupport ‘ l Support l Support l Support l Support
Guarantee decisioning & triggers | [Ig — bupport l Support LSupport lﬂpport -
Claims, recovery & reporting | 8 [ Support l Support l Support [ Support l Support I Support

Role key

g ~— = No formal role assigned

Data

&

Support

Figure 25: Risk Allocation and Guarantee Logic fi Diagram

6.9 Summary

THWG is feasible only as a coordinated ecosystem. NACHU provides mobilisation and trust;

digital rails strengthen deposit discipline and evidence; Pngme provides affordability

analytics and calibration; Empowa connects demand to unit pipelines; developers provide

real supply; and banking/investment partners provide regulated rails, custody and liquidity

support. The systembs credibility and sustainabild]i
separation of duties, and an operating model in which the waiting list pipeline is funded as

market utility while the guarantee remains a bounded, auditable liquidity backstop.
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7 Governance architecture (system -level)

7.1  Purpose of this chapter

This chapter sets out the governance architecture required to protect fairness, integrity and
financial sustainability in THWG. The waiting list and guarantee facility will only be credible if
decisions are transparent, evidence -based and auditable, and if conflicts of interest are
structurally prevented. Governance is therefore treated as core infrastructure, not as an
administrative afterthought.

7.2  Governance objectives

The governance model must achieve six objectives:

1. Fairness and transparency Households must be able to understand how they progress
through tiers and why decisions are made. Allocation and guarantee decisions must
be rules -based, not discretionary.

2. Integrity and leakage prevention The system must resist manipulation, fraud, duplicate
records, and exceptions creep.

3. Segregation of duties Stakeholders that benefit economically from allocations or off
take must not control tier eligibility outcomes or claims approvals.

4. Financial prudence and liquidity discipline The guarantee facility must remain a
bounded liquidity backstop with clear caps, triggers and evidence requirements.

5. Auditability and accountability All decisions must be traceable: who decided what,
based on which evidence, with what approval authority.

6. Member protection Data privacy, consent, grievance and appeals mechanisms must
be embedded and operational.
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Operating Model —

Workflow and Accountabilities

Accountability grid: steps across the top, primary responsibilities by actor - lilustrative

-take financing for urban housing

U $ @
1. Outreach 2. Verification 3. Scoring 4. Product match 5. Dashboard 0
& onboarding & verzify checks & tiering & offer & monitoring onditiona
o Member/ ﬁ | Attend briefing Provide ID/Docs Receive tier result Review offer Make payments ~ Cooperate with
f‘ ) Household 4 Enrol as required Appeal if needed Accept/decline Engage support v ‘\ recovery plan
_ i * ; {E— To
NACHU / Mobilise members Capture eligibility Explain tier rierit Member support Follow-op-on Support case
Co-op y Explain criteria . Support verification Manage appeals as needed risk flags management
TR T8 T o i i
Platform / s Create record Quality checks Apply tier rules Match workflow Dashboards ’ Evidence pack
Registry Start audit trail Exceptions egged Update waitist Issue offer Periodic refresh | for clain
N N N i - 2 A i) -
ABC/ Optional: Activate wallet Provide payment Set up payment [ Collections Settlement rails
Wallet pre-enrol wallet Collections set-up ehaviour data schedule rails Trigger alerts Recoveres route
=] | wall I beh d hedule rail I
18 16 i
- Score + | |
PNGME == - Input claning . Re-score _
) scoring & (an agreed) Expalf:a'dbfeb:gpm | osrequired
i N ,,
Guarantee - _ Approve eligibility - Monitor triggers ‘ Claims decision
Facmty Limits & term Pre-claim actions Recovery oversight
Note: lustrative template. Conf jon rights, dato flows, ond escalai s in the portner

Figure 26: Governance and Escalation Model for the Guarantee Pilot

7.3

Governance must separate the system into two governed domains:

Roles, accountability and segregation of duties

1 Pipeline utility governance (Tier 1 087): focuses on completeness, data quality, tier
progression evidence, and matching discipline.

1 Guarantee facility governance (Tier 8):

discipline, payouts and recoveries, and solvency/liquidity monitoring.

The following segregation rules are non

-negotiable:

1 NACHU can mobilise and support members but does not approve Tier 8 guarantees

or claims.

1 Developers and off -takers can supply units and benefit from the system but cannot

approve tier eligibility or claim payouts.

1 Analytics providers and customer
servicing, behavioural evidence, and workflow support, but final approval authority
for tier exceptions, guarantee activation, and claims must rest with governed
committees and the guarantee facility manager under trustee oversight.
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Control of customer acquisition, scoring inputs, custody of funds, and payout approval should
not be concentrated in one entity. The model is stronger when these functions are
intentionally separated.

1 The trusteeffiduciary controls ring -fenced funds and blocks payouts not meeting
evidence rules.

7.4  Data governance and member protections

Data governance must be explicit and enforceable, including:

1 Informed consent: clear consent language for collection, use, sharing and retention
of data across the ecosystem.

1 Purpose limitation: data used only for waiting list progression, matching, and
guarantee administration (and related reporting), not for uncontrolled cross -selling.

1 Role-based access control: each stakeholder sees only what they need for their
function.

1 Audit logs: immutable logs of access and changes to records, with regular reviews.

1 Data quality rules: single-member record logic, duplicate detection, and
reconciliation procedures.

1 Grievance and appeals: a documented process with time  -bound responses and
escalation to governance committees.

7.5  Oversight rhythm and reporting

Governance must operate on a predictable rhythm:

1 Weekly operational reviews (throughput, data completeness, tier distribution,
exceptions).

1 Monthly governance pack  (tier progression evidence, matching performance, claims
activity, liquidity posture, complaints/appeals).

1 Quarterly calibration and assurance (threshold recalibration, policy refinements,
sampling audits, stakeholder performance review).

Reporting must include, at minimum:

1 households onboarded (complete vs partial), households by tier, and time -to-
progress;

1 Tier 7 standby pool ratios by geography/typology;

digital completion rates and payment -cadence performance (including weekly/bi -weekly
collection uptake where used);

44| Page



Unlocking construction and institutional off  -take financing for urban housing

7.6

allocations and conversion to sustained payment (3 -month and 6 -month, 12 month
and longer);

guarantee issuance, active book size, claim frequency, payable months, payout
timing;
exception log (who approved what and why); and

liquidity posture and reserve adequacy vs stress assumptions.

Practical governance mechanisms (minimum viable controls)

The following governance mechanisms should be implemented from the start:

f
f

Delegation of Authority matrix ~ (who can approve which decisions, at what thresholds).

Standardised evidence packs f or tier progression and for
payout 6) .

Exception controls: limited categories, documented justification, time -bound, and
reviewed monthly.

Conflict -of-interest declarations: required for committee members and decision -
makers, with recusal rules.

Independent assurance: sampling audits of tier decisions and claims, plus annual
financial audit of ring -fenced funds.

Clear enforcement and replacement SOPs: operational discipline that reduces
guarantee exposure.
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Operating Model — Workflow and Accountabilities

Accountability grid: steps across the top, primary responsibilities by actor - lilustrative

4~

1. Outreach 2. Verification 3. Scoring 4. Product match || 5. Dashboard 6. Claims & recovery
& onboarding & verzify checks & tiering & off | & monitoring (conditional)

o Member/ Q Attend briefing Provide ID/Docs Receive tier result Review offer Make payments Cooperate with
f‘ ) Household / Enrol as required Appeal if needed Accept/decline Engage support recovery plan
NACHU / Mobilise members Capture eligibility | Explain tier rierit h Member support | Follow-op-on Support case
Co-op Explain criteria Support verification Manage appeals as needed | ‘ risk flags management
= . T8 e T 18 i %
Platform / s Create record Quality checks Apply tier rules Match workflow Dashboards 1 Evidence pack
Registry © Start audit trail Exceptions egged Update waitist Issue offer Periodic refresh | for clain
i} i’ i i i i
ABC/ E Optional: Activate wallet Provide payment Set up payment Collections Settlement rails
Wallet pre-enrol wallet Collections set-up behaviour data schedule rails Trigger alerts Recoveres route
= T8 T8 T8
Score +
PNGME > - Input claning %, . Re-score _
scoring (an agreed) Ex';g:;gf::{:{put as required
e N
Guarantee - = Approve eligibility - ( Monitor triggers Claims decision
Faci ||ty Limits & term Pre-claim actions Recovery oversight
Note: Confir dato flows, Is in the por

Figure 27: Household Segmentation Matrix i Matching Demand to Supply

7.7  Summary

THWG governance must protect fairness, integrity and financial prudence. This requires
explicit segregation of duties, strong data governance, evidence -based tier progression,
disciplined claims controls, and predictable oversight rhythms supported by audi table
reporting. The governance model is not optional: it is the mechanism that makes the waiting

list usable market infrastructure and makes the guarantee facility credible to institutional
participants without drifting into discretionary subsidy or leaka ge.
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8 Matching effective demand to supply through
tiered waiting list design

8.1  Purpose of this chapter

This chapter connects the demand funnel logic (Chapter 4) to the supply realities (Chapter

2) by defining how the tiered waiting list converts effective demand into matchable readiness

at the top of the pyramid. It focuses on the practical mechanisms requi red to avoid stalled
allocations and to ensure that

0] there are enoumgdadlysét amabsyehol ds avail able whe
market, and
(i) guarantees are issued only when they are truly necessary and controllable.

The chapter addresses two constraints that must be managed together:

7 Constraint 1: too few households become housing -ready and guaranteeable  at the
top of the waiting list.

1 Constraint 2: too few units are produced and made available for matching in the right
geography and typology.

THWG only works if these constraints are explicitly matched through operational discipline.

8.2  Overview of the tier model (Tier 1 to Tier 8)

The waiting list is designed as a progression system, not a static database. The tiers define
what evidence exists at each stage and what the system can responsibly do with a
household record.

Table 1: Waiting list tiers (summary definition)

Tier Name (working label) What this tier represents (minimum evidence) Primary system action

Create record; schedule

1 Entry/ expression of interest Basic registration; contact details; cooperative link ) }
assisted completion

2 Verified identity and ID verification and cooperative association pathway Validate identity; prevent
membership pathway confirmed duplicates

3 Basic household profile Household composition; location preferences; Establish baseline data
complete preliminary affordability signals completeness
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Tier Name (working label)

4 Deposit discipline initiated

Affordability evidence
strengthened

6 Housing readiness profile

7  Standby -ready household

Guarantee -ready at
allocation

Key discipline: the system must not treat Tier 1 03

are operationally actionable

8.3 Populating the Tier1 6Ti er 8 pyr ami d

institutional off  -take financing for urban housing

What this tier represents (minimum evidence)

Savings/deposit pathway activated; early evidence
of discipline

Payment band assessed with evidence; volatility
indicators tracked

Unit typology/geo fit; readiness conditions clarified

Verified readiness and deposit evidence; able and
willing to allocate within a defined window

Allocating to a specific unit; agreement pack
complete; guarantee required under rules

for allocation.

demand?od

Chapter 4 produced thr
entrants) and Tier 8 house

1 market is 540,000 households and
households (5% of Tier 1). Conservative and optimistic scenarios were

ee scenario estimates for Tier
holds (effective guarantee  -ready market)
the effective guarantee

and 920, 000 B8%),3espedively.

records

Primary system action

Begin readiness pathway;
monitor behaviour

Assign affordability band,;
target coaching

Prepare for standby pool
consideration

Add to standby pool for
matching to pipeline units

Activate bounded guarantee;
begin monitoring

as 0 de maBmedodds

1 households (waiting list
. Inthe base case, the Tier
-ready pool is 27,000

Oon |

y

260, 000 [B%)7, 800

To operationalise this, the report requires an indicative distribution across intermediate tiers.

The practical

tiers (driven by verification effort, willingness to disclose, abi

way to do this

affordability, adoption of transactional rails, and availability of matchable units). These

conversion rates are not claims of fact; they are a

once the pilot generates real moveme nt and drop -off data.

planning scaffold

that can be calibrated

The Table below provides an indicative tier pyramid consistent with the Chapter 4 Tier 1 and

Tier 8 totals.
Figure 28: Indicative distribution of households across Tier 1 dTier 8
Scenario Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6

Conservative 260,000 187,200 121,680 58,406 28,035 17,382
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Scenario Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6 Tier 7 Tier 8 (Quarantee -ready)

Base 540,000 405,000 283,500 155925 85759 60,031 36,019 27,000

Optimistic 920,000 717,600 516,672 310,003 186,002 133,921 87,049 73,600

This distribution implies two 0t hin pd®@TenGtransitonhat wi |
(savings discipline and empirically evidenced affordability/risk). The second is the Tier 6 oTier 7

transition, because Tier 7 is not only about hou sehold readiness; it is constrained by the
availability of units that match price, location, and typology, and by the timing of completion
for WIP stock.

A further practical nuance is that Tier counts represent a stock at a point intime, nota  flow.
Even if the base scenario implies 27,000 guarantee  -ready households at maturity, it does not
follow that 27,000 guarantees can be issued immediately. Tier progression takes time
(especially savings history and transactional evidence), and Tier 7 matching depends on an
active supply pipeline.

8.4  The matching engine: aligning Tier 7 standby pools to unit
pipelines

Mat ching is the heart of THWG. I't converts oOreadine:

8.4.1 Unit pipeline ingestion (supply -side discipline)

To match households reliably, the system must ingest units continuously with usable
metadata:

1 location (county/sub  -county corridor, commute anchors)
typology (studio/l -bed/2 -bed/3 -bed, etc.)
price band and payment band expectations

delivery timing (under construction, handover window)

= = = =4

handover readiness status (what is genuinely allocatable and when)

Without this discipline, standby pools will grow but allocations will stall.

8.4.2 Household matching fields (demand  -side discipline)
Tier 7 records must contain matching -grade data:
1 preferred geography (and acceptable alternatives)

1 required typology and household fit
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1 payment band (evidence  -based affordability band)
1 deposit evidence and readiness constraints (timing, employment stability,
health/family constraints)
8.4.3 Why standby pools are essential (2x  d10x rule)

Even when households are oOreadybo, not al | wi || al
unrelated to readiness:

1 the unitis not in the right location or not the right typology

{1 timing is wrong (work, family, health changes)

1 household chooses to delay even though they remain eligible

1 household declines the specific developer/site for personal reasons

For this reason, the system must maintain multiple Tier 7 households for each unit expected to
be allocated.

Planning rule: For every unit expected to be allocated, maintain at least 2x and
ideally 5x standby -ready households, with 10x in volatile contexts or where unit choice is
narrow.

This ensures:
1 allocations proceed without delays;
1 replacement is feasible if households drop out; and

1 the system retains bargaining discipline (non  -payment leads to replacement, not
paralysis).

8.5  Tier 8: the point where the guarantee becomes necessary

Ti er 8 is not a orewardo. It is a controlled finat
household is allocating to a specific unit and short -duration payment interruption risk must be
backstopped to enable off  -take confidence.

Tier 8 activation rules must include:

1 acomplete allocation and agreement pack (identity, contract, deposit confirmation,
unit details, payment schedule)

1 evidence that the household fits the affordability band and is ready to transact
1 confirmation that deposit  -first loss applies

1 confirmation that enforcement and replacement discipline is operational

50| Page



Unlocking construction and institutional off  -take financing for urban housing

Guarantee activation discipline: The guarantee must not be issued 0i n
promise; it is activated at allocation, tied to one unit and one household, with clear limits.

8.6  Managing the two constraints: matching supply and readiness
together

THWG must deliberately manage the two constraints discussed in 7.1.

8.6.1 If there are not enough Tier 7 &8 ready households

The system will show a thin top of pyramid and will stall allocations, even if units exist. The
corrective actions are operational:

1 strengthen assisted onboarding completion (reduce partial records)
increase deposit discipline support and evidence capture
refine tier progression rules to be strict but achievable

focus mobilisation on cooperatives with higher readiness potential

= = =4 =4

reduce friction in affordability evidence collection (without lowering integrity)

8.6.2 If there are not enough units available for matching

The system may build a large standby pool that cannot be allocated to units. The corrective
actions are supply -side:

1 secure minimum unit pipeline commitments by geography/typology

1 broaden supply sourcing through platform intermediation (beyond any single
developer)

1 improve unit metadata quality and allocatable timing discipline
1 stage allocations to realistic handover windows

THWG creates the visibility and predictability that should, over time, make supply participation
more attractive. But the pilot must begin only where a minimum pipeline exists.

8.7  Ten-year growth and scaling logic (how guarantees scale)
Over ten years, the number of guarantees issued is determined by three scaling factors:

1. Unit pipeline growth (how many units become allocatable through participating
supply channels).

2. Tier progression improvement (how efficiently households progress to Tier 7 readiness).
3. Standby ratio discipline  (how deep the Tier 7 pool is per unit pipeline).

Operationally:
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1 more allocatable units require a larger Tier 7 standby pool;
1 alarger standby pool requires more complete onboardings and higher conversion;

1 higher conversion reduces onboarding costs per guarantee and increases system
efficiency.

The systemds scaling constraint is therefore not ore
and maintain a Tier 7 standby pool at sufficient depth for each unit pipeline.
8.8  Key assumptions and sensitivities

This chapterds design relies on severrwluateg lirateni ng as
pilot and recalibrated quarterly:

1 standby ratio of 5x is a workable baseline (sensitivity range 2x  910x)
1 Tier 7 conversion rate improves over time as conversion engine matures
1 unit metadata is maintained at matching -grade quality
1 replacement discipline is enforceable and consistently applied
The model becomes fragile if replacement discipline fails or if exception -based allocations

become common.

8.9 Summary

This chapter defines how the waiting list becomes a practical market mechanism rather than

a static database. The system must maintain deep Tier 7 standby pools matched to real unit
pipelines, and it must activate guarantees only at Tier 8 at the moment of allocation. The two
constraints i too few ready households and too few available units fi must be managed
together through operational conversion discipline and credible supply pipeline
commitments. If this matching discipline holds, THWG can scale over time a nd become
market infrastructure that increases allocation success, reduces failed allocations, and
enables institutional off -take participation under bounded, auditable risk controls.
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9 Guarantee economics and unit affordability

9.1 Purpose of this chapter

Chapters 4 and 7 establish how many households can realistically reach the top of the
waiting list and how matching must work between Tier 7 and Tier 8. This chapter now answers
a different question:

f What is the financial o0sized6 of a typical unit b
1 What do monthly payments look like under 15 -, 20- and 25 -year structures?

1 How does a large deposit change affordability and guarantee risk?
l

What does the guarantee need to be able to pay out (liquidity sizing), and how big
should provisions be under realistic default assumptions?

This chapter is written to be understandable to readers who are not comfortable with
financial models. It uses simple tables, rules -of-thumb and worked examples.

9.2  Unit price bands by typology (Table 2)

For planning purposes, unit purchase prices are estimated using the typology ranges and
KES/m2 price bands set out below. These are  gross unit values (purchase price to the off -
taker), not monthly payment amounts.

Assumptions (as provided):

{1 Studio/bedsit: 15 §25m? @ KES 60,00890,000/m?

1 1-bed: 20 835m? @ KES 65,008100,000/m?
1 2-bed: 30 850m? @ KES 70,00@110,000/m?
1 3-bed: 40 865m? @ KES 75,008120,000/m?
1 4-bed: 50 685m? @ KES 80,00©130,000/m?

53| Page



Unlocking construction and institutional off ~ -take financing for urban housing

Illustrative Affordable Housing Typo

Illustrative affordable housing typologies — size and price bz
Typology Size range (m?) Price range (KES / m?) Unit price (KES millions)
{ ‘ 15m2-25m? 0.99m
Studio/Bedsit &* [— < e
60Kk - 90k 231m
1-Bedroom pr— B — 3y et
25— 30 70k - 100k 1.50n - 2.25m
e P g om0
» Mid-unit Price (KES)
25%2-40 80k - 100k 2.25m
3-Bedroom — a——) ———p—— S A—— ‘
402-80 80k - 2.25m 4.80m - 2.10m

10 30 40 50 60 70 80 90 60k 70k 80k 90k 100k 120k Om 2m 4m 6m 8m 10m 12m

4-Bedroom

Key: How to interpret:
The argance value = 1.50m < Colow-graded 2.25m is rappel: to. Theses are expected payout magnitudes under disciplined operations.
& Mid-unit price in orchourio  [iJ Dimensiond vector edges Liquidity reserves are gouts to handle clustering and timing risk.

Source: Empoece THWG Financial Model ~ Mustrative projections only FSO ARice / Empreva

Table 2: Illustrative unit price bands by typology (KES)

Typology Size range (m?) Price range (KES/m?) Minimum unit price  Mid case (illustrative) Maximum unit price
Studio / bedsit 15325 60,000890,000 900,000 1,500,000 2,250,000

1-bed 20035 65,0000100,000 1,300,000 2,268,750 3,500,000

2-bed 30050 70,0000110,000 2,100,000 3,600,000 5,500,000

3-bed 400865 75,0008120,000 3,000,000 5,118,750 7,800,000

4-bed 50885 80,0008130,000 4,000,000 7,087,500 11,050,000

How to use Table 2:
f OMini mumé and oOoMaxi mumé show the outer boundari e
T oMid cased6 is a practical pl anning anchor for

guarantee sizing in the rest of this chapter.
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1 The actual applied price depends on geography, site conditions, delivery quality, and
developer pricing strategy.

9.3  The core payment logic (kept deliberately simple)
To avoid confusion, this report uses one simple rule consistently:

Monthly payment is calculated on the financed balance only (after deposit), not on the full
unit price.

Let:

9 U= unit purchase price (KES)
1 D = deposit paid upfront by the household (KES)
1 F=financed balance= U T (KEB)

Theoff-t aker s profit t ar g dotalsepayment meltple appledster ammtUa

T 15years: 100% profit on F bBb20»0R al repayment
T 20years: 150% profit on F bBb25xR al repayment
T 25years: 200% profit on F bB30>xR al repayment

Therefore:
Monthly payment = (F x repayment multiple) + (years x 12)

This avoids the common modelling error of applying profit multiples to the full unit price when
a large deposit has already been paid.

9.4  What yield does the off -taker receive from these profit targets?

There are two ways people talk about oyieldo6, and

941 6Total multipled (simple view)
1 100% profit means money back is 2x over 15 years
1 150% profit means money back is 2.5x over 20 years
1 200% profit means money back is 3x over 25 years

This is easy to understand, but itis not the same as an interest rate.

942 0Equi valent annual yieldo (finance view)

If repayments are level monthly payments (a normal rent -to-own structure), the implied
annual yield (IRR -style) is approximately:

T 2.0 |J] over 15 years b ~11.1% p.a. effective
T 2.5 ] over 20 years b ~11.7% p.a. effective
T 3.0 )] over 25 years b ~11.9% p. a. effective
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These are gross yields before funding costs, admin costs, voids, losses and taxes.

These are modest local -currency returns when compared with available government paper.

That comparison reinforces, rather than weakens, the case for a bounded guarantee
mechanism. Without disciplined verified demand, strong matching, and short -duration
pay ment interruption protection, institutions are unlikely to intermediate affordable housing

off -take risk at returns in this range. The purpose of THWG is therefore not to manufacture
unusually high returns, but to make moderate returns more investable by r educing allocation
failure and containing early  -tenure payment interruption risk.

Note: | f someone instead uses a simple OCAGR on the t
repayments arrive monthly), the annual rate looks much lower (~4.5 04.7% p.a.). That measure
isnot appropriate for a monthly amortising payment stream. The ~11 012% p.a. figures are the

more real-tiakerc Yiodlfdd measure when payments are mont

9.5 Monthly payments by typology under 15/20/25 years (Table
8.2)
The table below uses the mid-case unit prices from Table 3 and shows monthly payments

under three deposit scenarios. This is not a prediction; it is a transparent illustration of how the
mechanics work.

Deposit scenarios:

1 0% deposit (D=0; F=U)
1 33% deposit (D =33% of U; F = 67% of U)
1 50% deposit (D =50% of U; F = 50% of U)

Table 3: Illustrative monthly payments (KES) using mid  -case unit prices

Monthly Monthly Monthly

Typology (mid -case Deposi Financed Payment Payment Payment
price) balance (KES) (KES) (KES)
15yrs 20 yrs 25yrs

Studio (U=1,500,000) 0% 1,500,000 16,667 15,625 15,000
33% 1,005,000 11,167 10,469 10,050
50% 750,000 8,333 7,812 7,500

1-bed (U=2,268,750) 0% 2,268,750 25,208 23,633 22,688
33% 1,520,063 16,890 15,834 15,201
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Monthly Monthly Monthly
Typology _(mid -case Deposi Financed Payment Payment Payment
price) balance (KES) (KES) (KES)
15yrs 20 yrs 25 yrs
50% 1,134,375 12,604 11,817 11,344
2-bed (U=3,600,000) 0% 3,600,000 40,000 37,500 36,000
33% 2,412,000 26,800 25,125 24,120
50% 1,800,000 20,000 18,750 18,000
3-bed (U=5,118,750) 0% 5,118,750 56,875 53,320 51,188
33% 3,429,563 38,106 35,725 34,296
50% 2,559,375 28,437 26,660 25,594
4-bed (U=7,087,500) 0% 7,087,500 78,750 73,828 70,875
33% 4,748,625 52,763 49,465 47,486
50% 3,543,750 39,375 36,914 35,438

Key insight:

Even with long terms, monthly payments stay high unless deposits are substantial. This is
exactly why the waiting list must function as a deposit -building and readiness pipeline, not
merely a registration list.
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Deposit Requirements by Monthly Saving / Repayment Capacity — 25-Year Structure

o (+ Monthly Ping)

F = Monthly Capacity x 100 + 3 =

L
/month

KES 7,500
/ menth

Typelegy ’ KES 12,500 KES 25,000 KES 30,000 KES 35,000

(mid-case U)

F = Monthly Capatity x 300 nnst x 3.0 - F=Monthly Capacityx 100 |  Depesit = max (0, Unit Price — F)

Table 3: Illustrative Monthly Payments (KES) Using Mid -Case Unit Prices

9.6
monthly capacity)

B

KES 45,000 KES 40,000

KES 60,000

Studio
U=KES 1,500m KES 226k required required required required required required required required required
p ® ® * ® ® ® ®
Vaddsom @) 78% 45% 34% 12% Nodeposit  Nodeposit  Nodepesit  Nodeposit  Nedepesit  Nedeposit  Nodeposit
U= KES 1.200m KES 1.70m KES 299K required required required required required required required
® * .2 ®
2-Bedroom 86% 79% 44% 31% 17% 3% Nodepost  Nodepost  Nodepost Mo depos
U KES3.400m KES310m KES 3.10m Ks51.10m KES1.10m KES 600h KES 100k required required required required
: ®
Sl N 0% | 85% | 85% | 76% | 71% 2%  12% | 2% wospost
U=KESS,110m 7\ KES 4.62M KES4.33M KES 4.12M KES 2.97TM KES 3.76M KES1.12M KES 61% KES10% Mﬂi'ﬁd
4-Bedroom 86% 44% 37% 29% 15%
U=KES 77.00m KES 6.09M KES3.99M KES2.5PM KES2.00M KES1.09M

Deposit leverage and affordability (worked examples for low

The deposit is the mechanism that allows a household with a lower monthly payment

capacity to access a unit, because it reduces

F (the financed balance). It also reduces

default risk by ensuring that the household has meaningful cash equity at risk from the outset.

To calculate what financed balance a household can carry:
F = (monthly payment x term months) + repayment multiple

Examples using the 25 -year structure (300 months; multiple 3.0):

9 If ahousehold can pay
1 If ahousehold can pay

KES 10,000/month: F = 10,000 x 300 + 3.0 = KES 1,000,000
KES 5,000/month: F = 5,000 x 300 + 3.0 = KES 500,000

Now apply toa mid-case 1 -bed (KES 2,268,750):

9 For
9 For

10, 000/ mont h,
5,000/ mont h,
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Interpretation:

T

Very low monthly affordability is possible, but only if the household has built a very
large deposit.

That is not a flaw; it is the core logic of the waiting list as a disciplined deposit
pathway.

Nornal flow
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£33
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=
B
g
o

Recovery

Flow key:

ey Normal payment fiow

makes

Member [ household

=== Exception /default path sl Guarantee pays lender . - Recovery feedback

Collections & Servicing ‘[ Landlord / lender

payment

g"‘ receives scheduled
ABC / wallet rails »

@ amount (per product
L terms)
Monitoring & support )

Guarantee pays

/s /

[@SupponAdions/Buﬁers L DEELL. Feedback / learning I mm s Guarantee Facility

Covers defined default
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3 + Graceperiod = Sscheduiile
2, + Member support

;) Recovery & Learning

plan » Collections «

Figure 29: Affordability Profile 7 Monthly Payment as % of Household Income

9.7

Household -facing summary of the offer and member

protections

For the pilot to be credible, the household proposition must be capable of being explained
simply and consistently. A household should be able to understand what it is being offered,

what it is required to do, what the guarantee does and does not do, how d

Credits are treated, and what happens if the household struggles or exits early.

The programme is not offering a blanket subsidy and it is not offering unconditional access to
a housing unit regardless of payment capacity. It is offering a structured pathway into

allocation for households that can demonstrate readiness, supported by a
guarantee that helps off

of allocation.
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9.7.1 What the household is buying

For the pilot to be credible, the household proposition must be capable of being explained
simply and consistently.

A household that progresses through the waiting list and is matched to a unit is not buying an
abstract place on a list. It is buying access to a specific housing opportunity linked to a
specific unit and a defined contractual pathway, typically rent -to -ow n or another structured
off -take arrangement, on terms that are disclosed in advance.

The household contract should therefore state clearly:

the specific unit being allocated,;

the deposit required,;

the monthly payment structure;

the intended route to ownership or completion benefit, where applicable;
the circumstances in which a Tier 8 guarantee is active; and

the rules for default, replacement, exit, and appeal.

=A =2 =4 =4 A A

9.7.2 How the deposit is treated

The deposit serves two functions. First, it reduces the financed balance and therefore lowers

the monthly payment burden. Second, it acts as first -loss protection in the event of non -
payment. For that reason, the deposit must be applied before any guarante e claim can
become payable.

The household should therefore be told plainly that:

1 the deposit is not merely a booking fee;

1 itimproves affordability by reducing the financed amount;

1 itis applied first against arrears or contractually permitted losses before any guarantee
payout is requested; and

1 the guarantee does not sit in front of the deposit.

This is a core discipline feature of the model and should be stated clearly in member -facing
materials.
9.7.3 How monthly payments and the guarantee work

Where a Tier 8 guarantee is activated, it is activated only for a specific household and a
specific unit at the point of allocation. It is not a general insurance promise to the household,
and it is not a waiver of payment responsibility.

The household should therefore be told that:

1 the guarantee is a limited backstop to the off -taker, not a substitute for the
househol dds obligation to pay;
1 the guarantee applies only within defined limits and for a limited early -tenure period;
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1 the household may pay a modest guarantee charge while the guarantee is active;
and

1 if the household remains current and performs as agreed, the guarantee may never
be called.

9.7.4 How Equity Credits vest

Where the contractual model includes Equity Credits, these should be explained in
straightforward terms. Equity Credits are the
counts toward ownership or completion benefit under the programme rules. They do not all
vest immediately.

The household -facing explanation should state that:

1 Equity Credits earned in the first 12 months are unvested and may be forfeited if the
household defaults early;

1 Equity Credits vest progressively over time, with stronger protection after sustained
good performance; and

1 any participation in capital appreciation, if offered at all, should be treated as a
completion benefit, not as an immediately withdrawable entitlement.

This structure is not intended to punish households. It is intended to keep the guarantee
disciplined and to reward sustained performance rather than short -term entry.

9.7.5 What happens if the household defaults

The household contract and member note should explain default consequences without
ambiguity.

If the household stops paying and does not cure within the contractual cure period:

1 the deposit is applied first;

1 any unvested Equity Credits and any unvested appreciation entitlement are forfeited:;

1 any vested Equity Credits may be set off against arrears, reasonable enforcement or
re-letting costs, and any guarantee payout made in respect of that household, in that
order; and

1 the household may lose the unit if payment failure persists and replacement
procedures are triggered.

To preserve fairness, the documentation should also state that recoveries are capped. The
programme may not recover more than the verified loss and legitimately recoverable costs.

If a surplus remains after permitted set -off, that surplus should be credite d back to the
household or treated in accordance with the programme rules and applicable law.
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976 What a oO0good | eaver o means

A good -leaver category should exist, but it should be defined narrowly and clearly. The
purpose is to distinguish households facing genuine hardship or involuntary disruption from
households in payment default or households seeking to exit opportunisticall y.

For pilot purposes, the report should define a good leaver as a household whose exit arises

from an approved hardship or involuntary event, such as death, severe illness, permanent
disability, or another objectively evidenced event accepted under programme rules, and
not from wilful non -payment, fraud, material misrepresentation, or voluntary withdrawal
without approved cause.

Good -leaver treatment may include modified treatment of vested value, transfer to another

eligible unit or household pathway where feasible, or another controlled outcome approved

under programme policy. It should not result in an open -ended entitlement in  consistent with
the bounded -risk design of the guarantee.

9.7.7 Whether the household can transfer or assign its position

The household should not be assumed to have a free transfer right. To preserve matching
discipline and prevent informal trading in allocations, any transfer, substitution, or assignment
should be permitted only under programme rules and with required appro vals.

The member -facing note should therefore state that:

1 the household cannot freely sell, assign, or trade its allocated position;

1 any permitted transfer or substitution must follow the programme rules; and

1 the operator and off -taker may reject any proposed transfer that undermines
affordability, matching integrity, or contract compliance.

9.7.8 Whether the household can appeal

A household should have a real right to ask for review where it believes that its record,
communications, treatment, or application of programme rules is incorrect. The pilot
therefore requires a functioning grievance and appeals route.

The member -facing note should state that a household may raise:

record -accuracy complaints;

tiering or progression concerns;
communication or service complaints; and
1 contract -administration complaints.

= = =

Appeal rights should not, however, turn the programme into a discretionary system. Appeals
are a protection against error, unfair treatment, or process failure. They are not a route to
override affordability evidence, guarantee rules, or persistent payment default without basis.
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9.7.9 What protections the household retains

The programme should state clearly that households retain core protections. At minimum,
these include:

1 clear written disclosure of the contract terms before signature;

1 visibility on deposit treatment, payment schedule, and Equity Credit rules;

1 notice and cure steps before enforcement action proceeds, subject to law and
contract;

1 agrievance and appeals route with defined response times;

1 privacy and controlled use of personal data; and

1 protection against recovery beyond verified loss and legitimately recoverable costs.

In short, the household proposition should be firm but not opaque. The programme should be
disciplined without appearing punitive. That requires transparent rules, predictable
communication, and clear boundaries from the start.

9.8 Guarantee design parameters (what the guarantee does and
does not do)
The guarantee must be designed to protect liquidity and off -take confidence without
becoming a permanent subsidy.
9.8.1 Non-negotiable rules (design discipline)
1. Deposit -first loss: the household deposit is exhausted first.

2. Short-duration coverage: practical window is 384 months of payment interruption (not
586 months).

3. Replacement discipline:  the off -taker/landlord must act to replace a persistently non
paying household within the discipline window; the guarantee is not a substitute for
enforcement.

4. Time-limited guarantee term:  the guarantee should apply only in the early risk period
of the contract (typically 305 years), after which the off -taker should have sufficient
margin/retained earnings to self  -insure routine losses.

5. 0No pack, n oclaimsaayeopaid dnty with complete evidence packs and
auditable calculations.

9.8.2 Why large deposits reduce guarantee risk materially
Where households have built large deposits (e.g., one -third to 50%+ ), two risk effects occur:

1 Lower monthly payment reduces default probability.
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1 Large deposit buffer means that evenif non -payment occurs, the deposit can absorb
arrears before the guarantee is called.

1 Household cares about their deposit so prioritises this debt payment

Therefore, in practical terms:  the higher the deposit, the less likely the guarantee should ever
pay. This reinforces the strategic value of the waiting list as a deposit -building engine.

nn/‘nﬁ DASHBOARD: Indicative OPEX scaling - Figure 16 £ Time range picker v |V Fites %

Total Households 200 Total OPEX Eﬁn OPEX per HH @ OPEX Reductionper HH ~ SCALING ANALYSIS: Key Narratives
(Vear 10) (Vear 10) o (Vear 10) &[® scale Efficiency: OPEX per HH falls from KSh 8,506 to KSh 658 (90% reduction).

351 'zoo KSh 236.92M Ksh 658 t 90% over 10 e €57 Vendor Costs: Platform setup costs are front-loaded in Year 1.

i) Variable Growth: Variable costs drive total growth as scale increases.

OPEX Composition by Year (KSh millions) OPEX per Active HH per Annum (KSh)
250 10,000
351,200 _ 8,506
g
200 = 8000
. :
7
E‘E 150 g 6,000
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§100 62.4m § 4,000 ,222
& T
$4.4m 48.4m 2
50 $ 2000 1,284
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W Locared costs ™ Local variable costs W Mental  Mental costs ~o~ OPEX per Active HH per Annum
aa.  Active 2 Active Venster @ Locel Local Total 5 OPEX seriss
303 Households Households (KTh km) sires (km) (KF8 kro) OPER (m) = (8Shm)
Year 1 400 6,430 433 3241 6.80 15.00 54.44 8,504
Year 2 301 15,563 433 19.20 11.18 18.00 48.96 8,223
Year3 1,348 541,100 1,420 19.20 25.64 20.00 42.37 1,284
Year 10 6,300 351,200 11,140 19.20 115.64 45.00 236.92 658
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Figure 30: Deposit and Payment Mechanics fi Financed Balance Calculation

9.9 Provisioning logic: how much guarantee money must be
oOoreadyd6?
The reportds wor kinongecaverabla defadlt$ ois: f or

1 3% to 5% of guaranteed units may ultimately experience unrecoverable loss outcomes
(net of recovery actions).
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However, the guarantee is not designed to cover full contract losses. It is designed to cover a
short interruption , and only after deposit is exhausted.

A simple, transparent provisioning rule  -of-thumb is:

Expected payout per year a Active guarantees | c |
monthly payment

Where:

9 claim rate: 3% 5% (planning)

1 payable months: typically 3 84 (target discipline)

1 average monthly payment: depends on typology and deposit; use a pilot planning
average until evidence improves

Table 4 — Year-1 expected payouts under Plan B (illustrative)

Expected payout = active guarantees x claimrate x payable months x average monthly payment

Year-1 planning assumptions (inputs) . -
HH 2 ; mo

Active Payable montls
guarantees

~ KES 15,000 l

; st is illustrative formula
(2 2000 x () claimRate x (EXJ) Payable Months x () KES 15,000 = | Mustaveiomuia || Expected Payout s uetae omuais

Ereane A E A

Claim rate: 3% Claim rate: 4% Claim rate: 5%
n Payable months: 3 n Payable months: 35 n Payable months: 4
n Monthly payment: KES 15,000 n Monthly payment: KES 15,000 n Monthly payment: KES 15,000

~ . —a—— - -~
— ) [ S ——) S —————————— )
2,000 x 0.03 x 3 x 15,000 2,000 0.04 x 3.5 x 15,000 2,000 0.05 x 4 x 15,000
Tllustrative formula text packet = 2,000 x 3% x 5% = Tilustrative formula text packet = 2,000 x 0.04 4 x3.5= Tllustrative formula text packet = 2,00 x 0.05 x 4 x =
ilustraire formula text packet. ilustraive formula text packet. ilustrative formula text packet.

[Low Expected Payout (KES): KES 2.7m] [Mid Expected Payout (KES): KES 4,2mJ [High Expected Payout (KES): KES 6m]
A\ 7\ 4\ Y,
How to interpret:

These are expected payout magnitudes under disciplined operations. Liquidity reserves are typically set
above expected payouts to handle clustering and timing risk.

THWG

FS0 Alrica / Empeeva

Figure 31: Guarantee Payout Estimation i Expected Loss Formula and Planning Parameters

9.10 Table 4: Year -1 expected payouts (illustrative)
Assume in Year 1:

1 active guarantees: 2,000
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M claimrate: 3%085%

1 payable months: 304
1 average monthly payment: KES 15,000(illustrative planning anchor)

Table 4: Year -1 expected payouts under Plan B (illustrative)

Assumption set Expected payout estimate (KES)
Low (3% x 3 months) 2,000 x 0.03 x 3 x 15,000 = 2.7m
Mid (4% x 3.5 months) 2,000 x 0.04 x 3.5 x 15,000 = 4.2m
High (5% x 4 months) 2,000 % 0.05 x 4 x 15,000 = 6.0m

How to interpret Table 4: These are expected payout magnitudes under disciplined
operations. Liquidity reserves are usually set above expected payouts to handle clustering

(see Section 8.9).
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EXPECTED LOSS EXPLAINED

(illustrative)
s

Exposure at Default X Probability of Default X Loss given default

N

~

B

How much is covered How often do How big is the loss
per guarantee? defaults happen? when it happens?
e.g., outstanding loan balance e.g., % of guaranteed loans e.g., % of EAD not recovered
at time of default that default annually after collateral / workout
- . L w, .

Premium / Fee must cover STEP 4: RESULT - EXPECTED LOSS

* Expected loss
&> + Operating costs
@ + Capital buffer

Expected loss  Tou!
EAD X PD X LGD Result

annual, or per guarantee cohort

Policy Levers:
Policy choices change PD (screening / support), LGD (recoveries), or EAD (limits / tenor). Use this framework to
explain Chapter 8 to non-specialists.

Source: Empowa THING financial model — illustrative projections only FSD Africa / Empowa

Table 4B: Year -1 Expected Payouts Under Plan B (lllustrative)

9.11 Liquidity sizing: why the guarantee fund needs a reserve and a
line
Even if expected payouts are modest, claims can cluster (e.g., local shocks, job losses,
medical events). A practical structure is:
f Cashreserve sized to cover clustered months; and

1 Revolving liquidity facility sized to cover stress spikes without requiring an excessive
upfront endowment.

A conservative stress approach is:
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Stress payout estimate = Active guarantees x shock claim frequency x payable months x
average monthly payment

A Year -1 illustration (Plan B):

i active guarantees: 2,000

91 shock claim frequency: 12%

1 payable months: 4

1 average monthly payment: 15,000

Stress payout a 2, 00@ES)144m 12 | 4 | 15,000 =

This supports the logic used later in implementation planning: keep a moderate reserve and
pair it with a liquidity line to cover clustering.

9.12 Ten-year scaling: how guarantee liquidity scales with the active
book

As the system scales, guarantee requirements scale primarily with the active guarantee book
not the number of households registered.

A simple scaling rule is:

1 If active guarantees grow by 10x, expected payout capacity and liquidity posture
must also grow roughly in proportion (subject to improving selection, deposit discipline,
and replacement speed).

Usingthe5-and10-y ear scenari o Oactive guarantee bookd range
15, the planning logic remains the same: size reserves to cover clustered payouts and

maintain a revolving line for stress periods. The design objective is not to e liminate risk; it is to

keep risk bounded, priced, and auditable

9.13 Summary
This chapter translates the waiting list and guarantee concept into financial reality:

1 Unit values vary materially by typology and geography; monthly affordability is highly
sensitive to deposits.

1 The off-taker profit targets must be applied to the financed balance after deposit  , not
to the full unit price.

1 Under level monthly payments, the stated profit targets imply a gross yield in the ~11 &
12% p.a. range before funding costs and losses and taxes.

1 The guarantee must remain a  short-duration liquidity backstop (384 months), deposit -
first, time-limited (365 years), and governed under Ono pack,
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1 With disciplined replacement and evidence -based claims controls, expected payouts
are manageable and can be supported with a reserve plus a revolving liquidity
facility, allowing the model to scale without requiring excessive upfront endowment
capital.
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10 Operating model and OPEXrequirements

10.1 Purpose of this chapter

This chapter examines what it will cost to operate THWG on an ongoing basis and how those
costs can be structured so the system remains sustainable as volumes grow. It focuses on the
operational expenditure (OPEX) required to:

1 onboard households and maintain a high -quality waiting list (Tier 1 a7);

1 operate matching and pipeline discipline (Tier 7);

1 administer the guarantee facility (Tier 8), including claims and reporting; and

9 run governance, oversight committees, assurance, and continuous improvement.

The chapter also clarifies which costs can reasonably be absorbed inside existing stakeholder
business models and which costs must be explicitly funded by the THWG system.

10.2 The operating model in simple terms (two linked engines)

THWG has two operating engines:

Operationally, the pipeline utility should be mobile -first and branch -light: assisted onboarding
at the front end, digital follow -up and nudges through the middle, and regulated bank
reconciliation and custody in the background. This reduces customer -acqui sition cost while

preserving control over funds and reporting.

1. Pipeline utility engine (Tier 1 &7): A production system that converts interest into
complete verified records, progresses households through readiness tiers, and
maintains a Tier 7 standby pool aligned to real unit pipelines.

2. Guarantee facility engine (Tier 8): A controlled financial instrument that activates only
at allocation, monitors early tenure risk, processes valid claims under strict rules, and
reports performance and solvency to governance bodies.

A key finding of this report is that these two engines should not be funded in the same way.
Pipeline utility costs are closest to customer acquisition and market infrastructure costs.
Guarantee facility costs are closer to insurance administration and lig uidity management.

10.3 Cost structure at scale (indicative 10  -year view)

A longer -term view is useful for feasibility, but it should not be treated as a Year -1 pilot budget
or as a precise operating forecast. The authoritative Year -1 position is the fully costed 12 -
month pilot budget set out in Chapter 13. Any longer -term scale view should therefore be
refreshed after the pilot has generated real evidence on completion rates, tier progression,
matching depth, guarantee incidence, payable months, and recovery performance. The

broad feasibility conclusion remains unchanged: as sca le increases, fixed governance and
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platform costs become less material per household, while assisted onboarding, servicing,
matching, monitoring, and claims administration remain the dominant operating cost drivers.

Interpretation:

Vendor platform costs become predictable after Year 1 (excluding transaction fees and
variable APl consumption).

The dominant cost driver becomes local operating work tied to household volumes
(onboarding, servicing, monitoring and claims administration).

This is not oOadministrative wasteo: it is the real
replacement, and auditable decision -making that protects the guarantee from becoming a
subsidy.

10.4 Pipeline utility OPEX (Tier 1 d7): the real drivers

In practice, the largest costs are not software licences; they are the human and field costs
required to produce complete records and maintain readiness.

10.4.1 Cost categories (Tier 1 a7)
Pipeline utility OPEX typically includes:

1 Mobilisation and marketing:  cooperative targeting, member communications,
onboarding events (NACHU  -led).

1 Assisted onboarding and conversion engine: follow -up calls/WhatsApp, reconciliation
of partial records, document capture support.
Wallet/channel operations: telco -agnostic payment journeys, member messaging,
and any merchant or retailer  -linked collection enablement used in the pilot.

1 Data quality management:  duplicate detection, single  -member record enforcement,
audit trail maintenance.

9 Tier progression operations: evidence review (where required), rule  -based progression
processing, exception handling.

1 Matching operations: coordination of household preferences and unit pipeline
metadata; standby pool management.

1 Member support and grievances: first-line support, appeals routing, transparency
communications.

1 Reporting: operational dashboards, weekly/monthly packs, performance scorecards.

10.4.2 Who can absorb these costs or blend these costs with other operational
budgets?

Several stakeholders can absorb parts of the Tier 1 &7 cost inside their existing models:
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1 NACHU: can carry parts of mobilisation/training cost as part of its member service
mandate, particularly where funded by programme support or by value capture
mechanisms linked to allocations.

1 Digital rails providers and banks: can recover some operational costs through their
own platform economics (wallet usage, transaction activity, float/investment
economics, and settlement support), provided charges remain low and do not create
barriers to o nboarding or to small, frequent payments.

1 Empowa and developers/off -takers: should treat pipeline access as a substitute for
marketing and agent fees and therefore contribute to pipeline utility funding (see
Section 9.6).

The critical cost that cannot be wished away is the conversion engine: without assisted
completion and refresh cycles, the waiting list will be full of partial records and will not
produce Tier 7 depth.

Where household incomes are received frequently rather than monthly, the operating model
should support weekly and bi -weekly collection options through digital rails rather than
assuming branch -based monthly payment behaviour.

10.5 Guarantee facility OPEX (Tier 8): a lean, rules -based function

The guarantee facility should be operationally light. The goal is not to create a large
bureaucracy; the goal is to create disciplined controls.

10.5.1 Cost categories (Tier 8)
Guarantee facility OPEX typically includes:

1 Guarantee activation processing: verifying the allocation pack and confirming
eligibility at the point of allocation.

1 Monitoring and early warning:  tracking arrears signals and initiating cure/replace
actions.

1 Claims intake and validation: receiving claims packs, checking evidence, and
calculating payable amounts net of deposit.

1 Payout execution: dual control payment authorisation (trustee/fiduciary controls) and
payment reconciliation.

1 Recoveries and subrogation (where applicable): tracking recoveries from deposits,
penalties or other mechanisms.

1 Reporting: monthly solvency/liquidity reporting, claims ratios, exceptions and audit
samples.

1 Governance support: committee packs and responses to audit and assurance
queries.
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10.5.2 Why Tier 8 should remain low OPEX

I f the guarantee is correctly designed, Tier 8 shoul
the upstream system is weak or undisciplined. Specifically:

9 strong deposit discipline reduces claim frequency;
9 fast replacement reduces payable months; and
f 0no pack, no payoutdé reduces -chneumih@dpputea nd prevent

The operational goal is a guarantee facility that can be administered by a small, competent
team with strong governance and external assurance.

10.6 Governance and assurance OPEX (system -wide)

Some OPEX is required simply to maintain credibility:

9 trusteeffiduciary oversight of ring  -fenced funds;
9 periodic assurance testing of tier decisions and claims sampling;
9 annual financial audit of ring  -fenced funds;
1 committee operations (minutes, decision registers, delegated authority tracking); and
I data governance compliance (access controls, incident handling, privacy
governance).
These costs should be treated as non -negoti abl e 0cost of credibilit

institutional participation will not be durable.

10.7 Funding alignment: who should pay which costs (and why)

A sustainable THWG model requires that costs are paid by those who benefit.

10.7.1 Pipeline utility funding (Tier 1 87)

The waiting list creates value for supply -side actors by reducing customer acquisition costs
and failed allocations. In most property markets, attracting a buyer/tenant involves marketing
costs, broker fees, or agent commissions. THWG replaces or reduces t hese costs by delivering:

9 verified, matchable, standby  -ready households;
9 reduced allocation failure;
9 faster absorption and lower idle  -unit risk.

Therefore, the report recommends that pipeline utility costs be funded primarily through:
1 asuccess fee per allocation  (commission substitute), and/or

1 an access/subscription fee paid by off -takers/developers/platform users of the
pipeline.
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Household fees at Tier 1 87 should be minimal or zero to avoid excluding the very segment the
system is designed to serve.

10.7.2 Guarantee facility funding (Tier 8)

The guarantee provides direct risk reduction value to off -takers and also enables households
to access allocations that might otherwise be denied. Funding should therefore be shared
and structured like insurance:

T

T
T

a modest household guarantee charge included in monthly payment while the
guarantee is active; and

a co -contribution by the off -taker, recognising that they are a primary beneficiary;
plus

investment returns on ring -fenced reserves where applicable; and

a revolving liquidity facility to cover clustered stress without large permanent capital.

Critically, the guarantee should not be expected to fund the entire pipeline utility OPEX. If this
happens, the guarantee becomes an overl oaded
politically and financially fragile.
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10.7.3 Proposed contractual and operating approach: equity credit set -off and
recovery on default (Tier -8 guarantees)

TIER-8 RESIDENTIAL COST ANALYSIS
(ILLUSTRATIVE DATA BASED ON ANALYSIS)

MODULE 1: FIXED OPERATIONAL COST

N

3-BED UNIT TYPOLOGY

2 1BepuniT
oo TYPOLOGY

Fixed monthly cost x Expected
for Operations & & Net Calls KES 300
Monitoring

o allnis %) ?_;ecoveries KES 121 @ E;ecoveries KES 3 HD
KES

& ‘o 1,000 &

KES 150 ‘> Combined F7IFPY Total | combined |2 1,340
(fixed) Total Total Total

o s

Key Decision Levers to optimize costs:

@ MODULE 3: 1: Unit Size Choice (Policy Choice on Unit size impacts variable costs)
d D POLICY &

2: Operational Efficiency (Optimizing fixed KES 150 costs and 0&M)
Data-Driven Typology (Use data and framework to inform typology selection)

DECISION LEVERS

Policy and design choices for unit size directly impact total household costs. Optimizing costs involves
leveraging factors like: Screening for better net calls (PD and recoveries LGD, using a framework for non-
specialists). Data provided here are illustrative projections only, to inform typology selection for a cohort or area.

Source: Empowa THIHG financial mode! — Iflustrative projections only FSD Alrica / Empowa
Figure 32: Member Redress and Equity Credit Recovery Pathway

To protect the guarantee from becoming an implicit subsidy, the programme should be
designed so that a portion of any guarantee payout can be recovered from value already
attributable to the defaulting household within the rent -to -own structure.

This is best achieved by explicitly defining  Equity Credits (the portion of each monthly
payment that accrues towards ownership) and treating any participation in capital
appreciation as a completion benefit that is conditional on sustained performance. The
intent is not punitive; it is to ensure that the guarantee facility remains disciplined, auditable

and scalable, and that losses are not systematically socialised onto the guarantee pool.

75| Page



Unlocking construction and institutional off  -take financing for urban housing

Under this approach, Equity Credits should  vest progressively (rather than immediately). A
practical vesting structure is:

(i) Equity Credits accrued in the first 12 months are unvested and therefore forfeitable
on default;

(i) Equity Credits vest on a rising schedule from months 13~ 836; and

(iii) Equity Credits may become fully vested only after a longer period of sustained
performance (e.g., 36 months).

Capital appreciation participation, if offered at all, should be treated as non -vested unless

and until successful completion ( or an agreed O0good |l eaverdé event),
payable where termination occurs for payment default. This aligns incentives: households are

rewarded for endurance and completion, while the guarantee is protected against early -

stage defaults where e  quity accrual is still small.

Where a household is terminated for payment default (after any contractual cure periods),
the programme documentation should permit the following recovery waterfall.

9 First, any unvested Equity Credits and any unvested appreciation entitlement

are forfeited .
1 Second, any vested Equity Credits may be set-off against amounts due in a defined

priority order:

0] arrears and contractually permitted charges,
(i) reasonable enforcement andre  -letting costs, and
(iii) reimbursement of any guarantee payout made in respect of that household.

9 Third, to maintain fairness and proportionality, the set -off should be capped so that the
programme does not recover more than the verified loss (i.e., payout plus legitimately
recoverable costs).

If a surplus remains after this capped set  -off (expected to be rare), it should be credited back
to the household or handled in accordance with the programme rules and applicable law.

Operationally, this recovery mechanism should be paired with strict pipeline discipline: rapid
identification of default risk, early intervention, and fast replacement of defaulting households
with eligible substitutes.

The combination of

(i) progressive vesting,

(i) clear default consequences,

(iii) defined set -off rights, and

(iv) fast replacement is what enables the guarantee to function as a risk-

management instrument  rather than a blanket affordability subsidy.

For modelling purposes in this report, recovery can be treated as a variable that depends
on programme maturity and enforcement effectiveness; an illustrative base -case
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assumption is that around half of expected payouts may ultimately be recoverable
through the combined effect of forfeited unvested credits, set -off of vested credits and
disciplined re -letting, with prudent sensitivity testing above and below this level.

10.8 Data value (secondary benefit, not a primary business model
claim)

The waiting list will generate valuable data: heat -mapping of demand by geography and
typology, affordability bands, deposit trajectories, and readiness bottlenecks. This can
strengthen planning, reduce misallocation, and support better product design.

However, this report treats data value as a secondary benefit, not the primary funding source.
Any monetisation of data must be tightly governed, consent -based, and aligned with
member protection principles.

10.9 Summary

THWG OPEX is best understood as two linked operating engines: a pipeline utility (Tier 1 a7)
and a guarantee facility (Tier 8). The pipeline utility carries the heavier operational costs
because it requires assisted onboarding, conversion and refresh cycles to produce complete
and matchable records. The guarantee facility should remain lean and rules -based,
becoming more efficient as deposit discipline and replacement discipline improve.
Sustainability depends on correct funding alignment: pipeline utility ¢ osts should be borne
primarily by the supply -side through success/access fees (substituting for marketing and
agent commissions), while the guarantee is priced like insurance and supported by modest

shared charges and liquidity facilities i without forcingt he guarantee to become the funding
engine for the entire system.
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11 Capitalisation and funding model for
sustainability

11.1 Purpose of this chapter

This chapter sets out a sustainable funding model for THWG. It addresses a central practical
guestion: how can the waiting list and guarantee operate long -term without becoming
permanently donor -dependent or drifting into an open  -ended subsidy?

The chapkeomtédwnt he funding problem by separating t
often mistakenly treated as one:

1 Pipeline utility economics (Tier 1  87): the cost of building and maintaining a verified
demand pipeline and matching engine.

1 Guarantee facility economics (Tier 8): the cost of providing a bounded liquidity
backstop and administering claims with strict controls.

It then proposes a practical funding stack that

(i) aligns incentives,

(ii) keeps household charges low,

(iii) avoids requiring an excessive upfront endowment, and
(iv) can be stress tested and recalibrated.

Figure 33: Cost allocation i pipeline utility vs guarantee facility

Cost category Typical activities Should sit where Rationale

I marketing, awareness,
Member mobilisation

) training -of -trainers, - - These costs exist to build the funnel, not to
and cooperative ) Pipeline utility ) ) )
cooperative support, underwrite risk.-blihédi
engagement . )
onboarding assistance
household profiling,
Tier 167 onboarding and  updates, verification Pineline utili Drives conversion; most participants carry no
data integrity workflows, readiness P y financial exposure.
progression
- . . This reduces uncertainty across the whole
. ) Pipeline utility (with )
. ) affordability segmentation, value chain, not only the guarantee cohort.
Analytics and readiness ) o governance . )
; behavioural insights, ; Pngmeds cost menu is st
scoring . . ) interface to ) ) .
periodic re -calibration recurring platform/model updating + waiting
guarantee) .
list module.
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Cost category

Matching and
transaction enablement

Guarantee underwriting
and eligibility
confirmation

Claims handling and
payout operations

Guarantee capital
management

Independent
governance, audit and
actuarial review
(guarantee -specific)

Typical activities

unit matching; pathway
logic; digital workflows

final checks for Tier 8 entry;
exposure limits; policy
issuance

claim validation, payout
approval, payment
processing, recoveries

reserve governance,
liquidity planning,
investment oversight

guarantee oversight
committee, audit, policy
compliance

-take financing for urban housing

Should sit where

Pipeline utility
(transaction engine
costs)

Guarantee facility

Guarantee facility

Guarantee facility

Guarantee facility

Rationale

This is a conversion mechanism that
developers/off -takers benefit from directly.
Licensing fees need to be modest and and
clearly separable.

This is the start of financial exposure and must

sit with the risk instrument.

Directly linked to the guarantee promise.

Necessary for credibility and solvency
discipline.

Must be ring -fenced to avoid conflict and
maintain trust.

11.2 Split the model: pipeline utility vs guarantee facility

THWG becomes fragile when the guarantee is expected to pay for everything. The first design
choice is therefore to formally split the model:

11.2.1 Pipeline utility (Tier 1 87): what it is funding

Pipeline utility funding covers:

mobilisation and assisted onboarding (conversion engine);
data completion and refresh cycles;

unit pipeline ingestion and matching operations; and

1
1
9 tier progression operations;
il
il

pipeline reporting and governance support.

This 1is

essentially

omar ket

11.2.2 Guarantee facility (Tier 8): what it is funding

Guarantee facility funding covers:

i guarantee activation checks at allocation;
1 monitoring during the early risk window;
9 valid claim payouts under strict rules;
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1 claims administration and reporting; and
9 liquidity/capital costs required to pay clustered claims.

This is an insurance -like product with a liquidity management requirement.

LEARNING LOOP FEEDBACK

Figure 34: Indicative OPEX at Scale

-take financing for urban housing

FIGURE 10.2: KEY PERFORMANCE MONITORING DASHBOARD & LEARNING LOOP
(WHAT MANAGEMENT WATCHES)

Simple metrics mapped to the household journey; the learning loop forces adjustments before the guarantee becomes a subsidy.

MODULE 1: THE HOUSEHOLD JOURNEY WITH KPI CHECKPOINTS

1) Onboarding 2) Tiering 3) Activation 4) Repayment m 6) 2?—:?;:;”

KPIs: KPIs:

KPls: KPIs:
© Consent quality

© Model drift

KPIs:

o offes occcupod °

on-time % o claim rate

KPis:
e recovery rato

_’ © Time to onboard ® %in each tier o time to allocate e orears ralirate * months payable o timetore-list
® Completion rate ® Override rate © drop-out-rate e contact success o time to pay o losses net of
@ . recovery __
‘ ~
MODULE 2: LEARNING LOOP - POLICY & OPERATIONAL ADJUSTMENTS (BEFORE SCALE)
Policy & pricing Operations
Adjust: Adjust:
— [ e months payable cap o verification checks, outreach
o buffer smn? areas management, replacement
® guarantee fee speed
o tier thresholds
Model & data Governance
Adjust: N Adjust:
o retuning cadence o approval thresholds, audit sampling,
® bias checks sampling, escarration
® data quality controls e trigger, recording cadence
o feature set

Minimum reporting pack
e Exception log + actions taken

o Audit sample results

® Monthly KPI dashboard

J

Source: Empowa THHG financial model - lllustrative projections only | FSD Africa / Empowa

Cost Components by Activity

11.3 Funding the pipeline utility (Tier 1 d7): make supply -side pay

A sustainable waiting list is funded when the parties who benefit pay for it. In affordable
housing, supply -side actors already pay to find and convert tenants/buyers through:

1 marketing and advertising spend;
1 agents and broker commissions;
1 promotions and incentives; and

9 time cost and risk of failed allocations.

THWG replaces these fragmented costs with a verified demand pipeline. The recommended
pipeline funding approach is therefore:
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1 Success fee per allocation  (commission substitute) and/or
9 Access/subscription fee  for pipeline users (off -takers and developers), potentially
tiered by volume.

This is the most robust mechanism because pipeline value exists even before a guarantee is
activated . Off-takers and developers benefit from verified demand, faster absorption, and
fewer failed allocations.

Household charges at Tier 1 87 should remain low or zero to avoid excluding the target
segment.

11.4 Pricing the guarantee like insurance (Tier 8): the correct logic

Guarantees fail when they are priced |Iike vague 0co
correct approach is to price the guarantee like insurance.

11.4.1 Premium building blocks

The guarantee price (or cost provision) should include three components:

9 Expected claim cost This is the probability of a valid claim multiplied by the expected
payable months and expected payable amount (after deposit and recoveries).

1 Admin cost per active guarantee This includes monitoring, claims processing, reporting,
and assurance.

9 Liquidity / capital cost  This covers the cost of holding a reserve and/or paying for access
to a liquidity line.

Insimpleterms: Guar antee price a8 expected payouts + admin +
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LINE 1 — OPERATIONS (Owns outcomes & service qualiity)

NACHU waitlist unit @ A Landl?rl;ttie/rg!ec\;eloper % Claims administration @

« Consent « Pipeline & avaliability « Trigger validation

« Eligibility & checking « Offers & allocation control « Payment authorization
» Workflow & communie - Tenancy maggers triggers « Recovery initiation

« Support  Re-let « Audit trail

ESCALATION FLOW ESCALATION FLOW
LINE 2 — RISK, COMPLIANCE & MODEL OVERSIGHT (Sets guardrails; challenges decisions)

{H@ ABC Bank PNCME FSD Kenya ==
Q:Q} (risk & treasury) [@ nﬂ%ﬂ/.aﬂ (analytics oversight) la/ﬂ.\ll/[t % (independent iearning) @

« Liquidity & drift - Stability triggers « Standards
+ Limits & loses - Fairness / bas checks » Outcomes
« Payment controls - Recalibration triggers - Governance tests
« Compliance « Data quality « Decision readiness
ESCALATION FLOW l GUARDRAIL FEEDBACK ESCALATION FLOW
LINE 3 — INDEPENDENT OVERSIGHT (Assurance & accountability)
i i ( p— |

@ Guagr::e;iitt::nng éQ Auglstsﬁg:‘t:;nal @ & Escalation triggers &
+ Approves pollick, dient, « File reviews + Claim rate spikes

putriers) + Access controls controls « Arrears clustering
+ Reviews KR matk montly - Claims testing testing « Buffer breaches
- Decides escalation manges . Assurance - Data quality failures
» Authorizes authorizes « Model drift

| & Fraud fiags
A

Three lines of defence — design principles

Line1(Blue):  Front-line staff run the process day-to-day and own service quality.
Line 2 (Teal): Independent risk, compliance and analytics teams set guardrails and challenge decisions.
Line 3 (Amber): Steering committee and external auditors provide assurance and accountability.

Figure 35: Deposit -First Loss and Replacement Discipline Flow

11.4.2 Why deposit -first loss and replacement discipline are non -negotiable

The model becomes unaffordable if payable months inflate. Two rules keep it bounded:

1 Deposit -first loss: the deposit absorbs arrears first.

1 Replacement discipline:  persistently non -paying households must be replaced quickly
(target 3 84 months), not carried indefinitely.

Without these, guarantee costs rise sharply and premiums become unaffordable for
households and unattractive for off ~ -takers.
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WHY DEPOSIT-FIRST LOSS & REPLACEMENT DISCIPLINE ARE NON-NEGOTIABLE
(ILLUSTRATIVE)

RULE 1: DEPOSIT-FIRST LOSS (Deposit absorbs arrears before the guarantee pays)

%

=%

»

Monthly Payment Due Deposit (first-loss) Guarantee Pays Only
If missed -> arrears begin Covers arrears first Residual months after
(e.g., 1+ months) deposit + actions
\ J
ESCALATION FLOW‘ GUARDRAIL FEEDBACK

RULE 2: REPLACEMENT DISCIPLINE (Persistently non-paying households are replaced quickly (target 3-4 months)

Month 0 Month 1 Month 2 Month 3-4
e ® ® @

Terminate & Re-let

Cure / Enforcement

&P 48 OX

Missed Payment . Deposit Absorbs »Cure / Enforcement » Terminate & Re-let

Missed Payment

Deposit Absorbs

Arrears flagged; Arrears + outreach; Steps progress; Replace household;
deposit buffer starts cure attempts begin escalation if no cure reset guarantee
absorbing
_ J

If non-paying households are carried indefinitely, payable months inflate -> expected claims
rise -> premiums become unaffordable and off-takers unattracted.

I IMPORTANT WARNING: l

KEY PRINCIPLE: These two rules — deposit-first loss and replacement discipline — work together to
cap the guarantee’s exposure and keep premiums affordable. Neither rule alone is sufficient.

Figure 36: Expected Loss Analysis fi Stress Test Scenarios

11.4.3 lllustrative stress test parameters (Base / Downturn / Shock)

To keep this understandable for readers with limited financial modelling experience Table 21
uses simple, transparent assumptions consistent with the intended discipline:

1 Monthly payment example: KES 10,000(illustrative; actual varies by unit typology and
deposit)

1 Deposit: 1+ months first -loss before guarantee pays

1 Payable months are residual months after deposit and cure/eviction actions
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Table 5: Expected claims per active guarantee (illustrative)

Payable claim

s )
cenario frequency (p)

Base 4%
Downturn 7%

Shock 12%

These are expected
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Average payable
months (after
deposit)

2 months

3 months

4 months

Monthly
payment
(KES)

10,000

10,000

10,000

Expected claims per
active guarantee per year
(KES)

0.04 x 2 x 10,000 = 800

0.07 x 3 x 10,000 = 2,100

0.12 x 4 x 10,000 = 4,800

-take financing for urban housing

Expected claims per
active guarantee per
month (KES)

67

175

400

costs. They are not the maximum payout (which is governed by caps).
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Expected claims per active guarantee

Expected total monthly claim cost per active guarantee = =payable x month x pyment.

Parenting is assumed KES 18,000, bases payables in months that exclude months after deposit

and conviction actions.

° Base

Payable claim frequency 4%

Avg payable months
(after deposit)

Monthly payment  KES 18,000

‘ Annual expected claim cost: |
KES 800
‘ 2,000 x 4% x 2.5 x KES 18,000 |

Expected monthly KES 67

(illustrative; after deposit)

@) shock

Payable claim frequency 6% Payable claim frequency 7%
Avg payable months 25 Avg payable months 3
(after deposit) ’ (after deposit)
Monthly payment ~ KES 18,000 Monthly payment ~ KES 18,000
Annual expected claim cost: ‘ Annual expected claim cost:
KES 4,200 ‘ KES 9,600
| 2,000 x 6% x 2.5 x KES 18,000 ‘ 2,000 x 7% x 3.5) x KES 18,000
Expected monthly KES 175 Expected monthly KES 400

Expected monthly claim cost by scenario

450

450

500
350
200
“ KES 67
-
Base

KES 400

KES 175

Downturn Shock

Note: These are expected claims cost estimates generated by programme rules and deposit-first discipline.
Payable months are residual months after deposit and conviction actions.
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Table 5: Expected Claims Per Active Guarantee (lllustrative)

11.4.4 Portfolio expected payout over time (why liquidity matters more than
odowryo)

Using the reportds indicative active guarantee coun
36,800),

The following Table shows what the expected payout flow looks like.

Table 6: Expected annual payout (illustrative)

Scenario Year 1 (2,000 active) Year 5 (14,500 active) Year 10 (36,800 active)
Base 2,000 x 800 = KES 1.60m 14,500 x 800 = KES 11.60m 36,800 x 800 = KES 29.44m
Downturn KES 8.19m KES 30.45m KES 77.28m

Shock KES 18.72m KES 69.60m KES 176.64m

Expected annual payout flow (illustrative: why liquidity matters)

Expected payout = active guarantees x expected annual claim per active guarantee (from Figure 18).
Expected annual payout flow under three stress scenarios

225 -
| 36,800 active
@ Base A, Downturn ;";% Shock

200 A

175
150 A
1251
100 A

14,500 active

75 1

KES millions per year (expected)

50 1

25 12,000 active

Year 1 Year 5 Year 10
Year

Interpretation and Implications

« The analysis demonstrates that, while gross exposure can grow very large (e.g., KES 176 million expected under Shock at Year
10), disciplined program design ensures that expected cash payouts remain manageable, often in the tens of millions per year
across scenarios.

« This highlights the inefficiency of a very large upfront endowment and supports the strategy of using a right-sized liquidity facility.

« A well-sized facility, based on the expected annual payout flow plus prudent buffers (e.g., for payout clustering or tail events),
offers a more capital-efficient alternative for financial resilience.

Interpretation: even when gross exposure is in the billions, expected cash payouts can remain
in the tens of millions under disciplined design. This is why a  liquidity facility can be more
efficient than a very large endowment.
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Table 6: Expected Annual Payout (lllustrative)

115 Avoiding an oupfront dowrydé: wuse a

A common mistake is to assume the guarantee fund must hold capital equal to the gross
exposure of all guarantees. THWG is structured differently: it is a short  -duration liquidity
backstop, not a full cashflow guarantee.

Therefore, the recommended approach is a two -layer facility:

1 Layer 1: cash reserve (ring-fenced) sized for expected payouts and near -term clustering.
1 Layer 2: revolving liquidity facility = sized for stress clustering (e.g., local economic shock),
drawn only when needed.

This reduces the need for a very large upfront endowment while still maintaining payout
credibility. The liquidity facility also creates discipline: it forces the system to price risk and
report performance in a financeable way.
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Liquidfacility vs. Upfront Endowment

Gross Exposure = STOCK Claims Payouts = FLOW (Monthly Cash Out)
(Total Scheduled Payments)  Deposit-first loss

BUT not all at risk at once v Fast replacement
.. j" —
s s
o ¥
U puen
UL ! )
E% Claims Payouts
W  Deposit-first loss
v/ Fast replacement ] S .
Total Gross Exposure Revolving Liquidity Facility
KES 10 Billion+ Chped E)'(:IID:\(’::ed Fayout Sized to Peak Monthly Payout
KES 20 Million / Month KES 20 Million + Buffer

Expected payout flow (flow) is revolving. Revolving liquidity line
protects a bucket sized to peak monthly payout (stock + buffer)

11.6 Who pays the guarantee: recommended shared contribution

Figure 37: Liquidity Facility Structure fi Reserve and Line Configuration

Because the guarantee benefits both households and off -takers, the report recommends a
shared contribution model:

1 Household guarantee charge:  a small monthly amount paid only while the guarantee
is active (early years).

1 Off-taker co -contribution: a smaller but meaningful share paid by the off -taker
because they benefit directly from risk reduction and improved cashflow stability.

1 Investment income (where applicable): modest investment returns on ring -fenced
reserves can reduce required premiums, subject to an approved investment policy
and risk controls.

This shared structure keeps household costs low while aligning off -taker incentives to maintain
enforcement and replacement discipline.
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11.7 lllustrative pilot commercial term sheet (for decision and
contracting)

11.7.1 Purpose of this section

The preceding sections set out the correct commercial logic for THWG: the pipeline utility
should be funded primarily through supply  -side access and/or success fees; the guarantee
should be funded through modest shared contributions; and the guarantee faci lity should be
supported by a ring -fenced reserve plus a revolving liquidity line. What is still required,
however, is a simple commercial sheet that translates that logic into named payment
obligations, triggers, accounts, and priority of application.

This section provides an illustrative pilot commercial term sheet for that purpose. It is not a
substitute for definitive legal documentation. Rather, it is intended to give FSD Kenya, NACHU,

the THWG Operator Company, Pngme, Empowa, ABC Banking Group / AB C Capital,
SiliconEnterprise / Silicon Capital, Placemakers, and participating off -takers and developers
a practical commercial frame within which definitive agreements can be negotiated.

11.7.2 Commercial scope and party roles

For pilot purposes, the commercial structure should distinguish clearly between:

(i) pipeline utility economics (Tier 1  &7), which fund mobilisation, assisted onboarding, data
completion, matching, reporting, and platform operations; and
(i) guarantee facility economics (Tier 8) , which fund guarantee administration, reserve build
up, claims liquidity, and bounded payout obligations.

Within that structure:

1 FSD Kenyaacts as pilot sponsor and enabling funder for agreed pilot -startup and
learning costs;

1 NACHU acts as mobilisation and member -support partner under a services
arrangement;

1 Pngme provides affordability analytics, scoring, calibration, and related reporting
inputs under contract;

1 Empowa provides unit pipeline ingestion, matching workflows, and, where applicable,
off -take pathway enablement;

1 ABC Banking Group / ABC Capital  provides regulated banking rails, custody/account
infrastructure, and the liquidity  -line interface;

1 SiliconEnterprise / Silicon Capital , where used, provides wallet -enabled savings,
messaging, and customer -facing digital support under contract;
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1 Placemakers and other participating developers contribute approved unit pipelines;

and

1 the off -taker enters the household -facing allocation / rent

the primary claimant under any valid guarantee claim.

11.7.3 lllustrative pilot commercial terms

Table 7A: lllustrative pilot commercial term sheet

Term lllustrative pilot Payor Payee / account
position
Pilot term 12 months from n/a n/a
operational launch
Commercial Tier 187 pipeline n/a n/a
scope utility plus Tier 8
guarantee facility
Pipeline KES 1.5 million per Participating THWG Operating
access fee project per developer Account
quarter , payable in and/or
advance participating
off -taker using
the THWG
pipeline
Allocation KES 25,000 per unit Participating THWG Operating
success fee allocated through  developer Account
THWG to a signed  and/or off -
household taker
contract
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Trigger

Pilot
commencement
date

Execution of pilot
agreements

On execution of
project
participation
agreement;
thereafter
quarterly in
advance

On signature of the
household
allocation /rent -
to-own contract or
first unit
drawdown,
whichever occurs
first

-to-own relationship and is

Notes

May be
extended only
by formal
governance
approval

Applies only to
approved pilot
projects and
approved off -
take structures

Access fee gives
the project
access to
verified pipeline,
matching
workflow, and
allocation
support; fee may
be paid by
developer, off -
taker, or shared
between them

Intended as a
commission
substitute for
fragmented
marketing /
brokerage cost
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Term

Household
Tier 157 fee

Household
guarantee
charge

Off -taker
guarantee
co -
contribution

Initial reserve Minimum KES 40
million at launch

capital

Revolving
liquidity
facility
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Illustrative pilot
position

KES 0Oduring pilot

Payor

Household

KES 250 per month Household

per active
guaranteed unit

KES 350 per month  Off -taker

per active
guaranteed unit

Minimum KES 100
million committed

line at launch

Sponsor /
investors /
approved
reserve capital
providers

Liquidity
provider
(expected to
be ABC
Banking Group
/ ABC Capital
or another
approved

Payee / account

n/a

Collected through
off -taker collection
flow and swept

to Guarantee
Reserve Account

Guarantee
Reserve Account

Guarantee
Reserve
Account (ring -
fenced;
trustee/fiduciary
controlled)

Available

to Guarantee
Reserve Account /
Claims Payout
Account under
agreed draw rules

-take financing for urban housing

Trigger

n/a

From first monthly
instalment
following Tier 8
activation until
earliest of
guarantee expiry,
replacement,
termination, or 36
months

Monthly from Tier 8
activation until
earliest of
guarantee expiry,
replacement,
termination, or 36
months

Must be in place
before first
guarantee
activation

Must be
documented
before first
guarantee
activation

Notes

Household
charges before
guarantee
activation

should remain nil
during the pilot
to avoid
excluding the
target segment

Charge applies
only while
guarantee is
active

Off -taker
contribution
reflects direct
benefit from
reduced
payment
interruption risk

Consistent with
the pilot liquidity
posture used
elsewhere in this
report

Line is for
clustered stress,
not routine
operating
shortfalls
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Term Illustrative pilot Payor Payee / account
position
facility
provider)
Investment  Retained within Reserve Guarantee
income on reserve structure account bank  Reserve Account
reserve / investment
counterparty
Recoveries  Applied through Defaulting Guarantee
on default contractual set -off household Reserve Account
and recovery value stream /
waterfall contractual
recoveries
Operating Paid under THWG NACHU, Pngme,
service approved service Operator Empowa,
payments agreements and Company SiliconEnterprise /
annual budget Silicon Capital,
ABC Banking
Group / ABC
Capital,
trustee/fiduciary,
assurance
providers
Taxes and All fees stated Applicable Relevant
bank are exclusive of payor counterparty / tax
charges VAT, withholding authority / bank

tax, and bank
charges , unless
expressly stated
otherwise

11.7.4 Account structure

For pilot purposes, three accounts should be established:
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Trigger

As earned

On default
termination and
successful
recovery actions

Monthly / quarterly
against signed
SLAs and
approved invoices

At payment

Notes

Subject to
approved
investment
policy and
capital -
preservation
limits

Includes

forfeited
unvested Equity
Credits, set -off of
vested Equity
Credits, and
other permitted
recoveries

These are
operating
disbursements
from the
Operating
Account, not
separate
household
charges

Definitive
agreements
should allocate
VAT, WHT, and
transaction
charges
explicitly
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1. THWG Operating Account

Held in the name of the THWG Operator Company with ABC Bank or another
approved regulated banking partner. This account receives pipeline access fees,
allocation success fees, and any agreed sponsor implementation support for
operating costs. It funds appr oved operating disbursements to NACHU, Pngme,
Empowa, SiliconEnterprise / Silicon Capital where used, ABC Banking Group / ABC
Capital service charges, governance support, assurance, and other approved
operating costs.

Guarantee Reserve Account

Held as a ring -fenced account under trustee/fiduciary control. This account receives
reserve capital, household guarantee charges, off -taker guarantee co  -contributions,
permitted investment income, and recoveries. It may not be used for general

operating e xpenditure.

Claims Payout Account / sub  -account

A controlled payout account linked to the Guarantee Reserve Account and used

only for approved claims payments. Funding into this account should occur only
after a valid claims pack is approved in
pack,nopayo ut 6 rul es.

11.7.5 Cash application waterfall

The commercial structure should define clearly how receipts are applied.

11.7.5.1 Pipeline utility cash waterfall

Receipts into the THWG Operating Account should be applied in the following order:

T

= =4 -4 =4

T

bank charges and statutory deductions;

approved programme  -management and governance costs;

NACHU mobilisation and cooperative  -support service payments;

assisted onboarding conversion -engine costs;

technology, integration, analytics, and matching service payments to Pngme,
Empowa, SiliconEnterprise / Silicon Capital where used, and ABC Banking Group /
ABC Capital service providers;

guarantee -facility administration budget, to the extent allocated to operating
expenditure rather than reserve; and

any approved contingency or retained operating buffer.

11.7.5.2 Guarantee facility cash waterfall

Receipts into the Guarantee Reserve Account should be applied in the following order:

1
1

trustee/fiduciary charges and permitted reserve -account costs;
replenishment of any reserve shortfall to the approved minimum reserve threshold,;
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1 approved claims payouts transferred to the Claims Payout Account;

1 commitment fees, interest, and charges on the revolving liquidity facility where drawn
or contractually payable; and

91 retention within the reserve structure for future guarantee obligations.

11.7.6 Claims -payment and recovery waterfall
Where a valid claim is made under the guarantee, the following order should apply:

1 deposit -first loss: any deposit or contractual security held in respect of the household
is applied first;

1 validated guarantee payout : the guarantee covers only the approved short -duration
amount within policy limits and only after approval of a complete claims pack;

1 replacement discipline : cure and replacement action must already have been
initiated within the policy window; and

1 recovery and set -off: after default termination, recoveries are applied in the following

order:
o arrears and contractually permitted charges;
o reasonable enforcementandre  -letting costs;

o reimbursement of any guarantee payout made in respect of that household.

Any recovery rights should remain subject to the contractually defined cap that the
programme may not recover more than the verified loss and legitimately recoverable costs.

11.7.7 Draw conditions for the liquidity facility

The revolving liquidity facility should not be treated as general -purpose working capital. It
should be drawable only where:

1 valid approved claims exceed immediately available reserve liquidity; or

1 projected approved claims within the next 60 days are expected to push the reserve
below the approved operating floor.

Any draw should require documented approval through the guarantee -facility governance
process and should be reported formally in the next governance pack.

11.7.8 Pilot-specific commercial position
For the pilot, the preferred commercial position is:
1 keep household Tier 1 &7 participation free;

1 recover pipeline utility costs primarily through access fees and success fees paid by
developers and/or off -takers;

1 keep the household guarantee charge modest and time -bound;

1 require a meaningful off -taker co -contribution from the first guarantee activation;
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1 establish a real reserve and a real liquidity line before first issuance; and

1 ensure that all operating service providers are paid through a single controlled
operating budget rather than through ad hoc bilateral charging to households.

This approach preserves the core logic of the report: the waiting list is market infrastructure
funded mainly by the parties who benefit commercially from verified demand, while the
guarantee remains a bounded, insurance -like liquidity backstop rather than an all -purpose
subsidy mechanism.

11.7.9 Drafting note

The figures in this section are illustrative pilot terms for negotiation and budgeting purposes.
Definitive agreements should confirm final pricing, tax treatment, VAT treatment, withholding

tax treatment, account mandates, reserve -control arrangements, an d any regulatory
constraints applying to the final structure.

11.8 Institutional investment case summary (pilot)

This section provides a concise institutional decision summary for reserve providers, liquidity
providers, participating off -takers, and other capital partners evaluating whether the THWG
pilot is commercially and governably credible.

The pilot should not be presented as a broad affordability subsidy. It should be presented as

a bounded market infrastructure and risk ~ -management mechanism with three linked value
propositions:

(i) a pipeline utility that improves verified off -take and reduces failed allocations;
(i) a bounded guarantee facility that contains short -duration payment interruption risk; and
(iif) a governed reserve -and -liquidity structure that makes the risk credible without requiring
an excessive permanent endowment.

11.8.1 Why the pilot can be investable

The investment logic is not based on exceptional returns. It is based on disciplined risk
containment and operational improvement.

For participating off -takers, the core proposition is that the housing cashflow can produce a
gross implied annual yield in the c.11  812% p.a. range on a level -payment structure before
funding costs, admin costs, taxes, voids, and losses, provided the finan ced balance is
calculated after deposit and the payment stream performs as modelled.

For reserve and liquidity providers, the proposition is different. Their return is not primarily the
housing IRR. Their proposition lies in providing a bounded risk  -support layer to a governed
book in which:

1 deposits absorb first loss;
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1 guarantees are activated only at allocation and only for specific household -unit pairs;

1 payable months are capped;

1 replacement discipline is contractually required;

f claims are subject to o6no pack, no payouté; and

1 recoveries can be pursued through defined set -off and post -claim recovery
mechanisms.

This is what makes the structure potentially financeable. The model is not trying to eliminate
risk. It is trying to make it bounded, priced, auditable, and operationally controllable.

11.8.2 Institutional value proposition by stakeholder
11.8.2.1 Off-takers
Off -takers receive three primary benefits:

1 improved access to verified, matchable households rather than speculative enquiries;
71 lower allocation failure and lower idle -unit risk; and
1 short-duration payment interruption protection at the point of allocation.

The commercial trade -off is that off -takers are expected to co  -fund the guarantee and to
comply with enforcement, replacement, claims -pack, and recovery discipline.

11.8.2.2 Reserve providers

Reserve capital is not intended to absorb indefinite housing losses. It supports a bounded
guarantee layer and improves confidence that valid early -tenure claims can be paid without
destabilising the system.

The reserve providerds downside is mitigated by:
1 deposit -first loss;
1 limited payable months;
1 off-taker co -contribution;
1 household guarantee charge while active;
1 recoveries and set -off rights; and

1 strong claims control.

Reserve capital should therefore be viewed as disciplined first -liquidity support for a governed
facility, not as open -ended subsidy capital.

11.8.2.3 Liquidity providers

The liquidity line exists to handle claims clustering and temporary stress, not to replace reserve
discipline or to fund operating deficits.

The | iquidity providerods protection comes fr om:

1 ring-fenced facility structure;
1 documented draw triggers;
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1 trusteeffiduciary control,
1 reporting on active guarantee book, claims activity, and reserve posture; and
1 the expectation that the line is used for stress spikes rather than routine losses.

11.8.3 Core economics and downside logic

The pilotdés economic credibility rests on the
1 deposit depth;
1 replacement speed;
1 claim frequency;
1 payable months; and

9 recoveries.

If these remain within disciplined ranges, the guarantee remains a modest and manageable
support layer. If they drift materially, the structure weakens quickly. That is why governance
and contract enforcement matter as much as pricing.

For pilot purposes, the report should state the following base logic clearly:

1 off -taker gross yield on the financed balance is in the c.11 9812% p.a. range before costs
and losses;
1 the guarantee is intended to cover only short -duration interruption, typically 3 64

months payable within policy limits;

1 reserve plus revolving liquidity line is preferred to a very large idle upfront endowment;
and

1 recovery can, in a disciplined base case, offset a material share of gross payouts over
time, but this must not be assumed without evidence and should be monitored
conservatively.

11.8.4 Maximum loss path
Institutional counterparties should understand clearly what a bad outcome looks like.

The maxi mum | oss path is not simply oOoOhousehol
a combination of failures:

weak targeting produces poor  -quality allocations;
deposits are too thin or poorly documented;

replacement discipline fails and payable months drift upward,;
claims are paid without full evidence;

exceptions become discretionary rather than rare; and
recoveries are not pursued or not credited back to the facility.

=A =4 =4 =4 4 4

This is why the report repeatedly treats operational discipline as the true economic stabiliser.
More capital alone does not solve governance failure.

97| Page

ds

nt er

def a



Unlocking construction and institutional off  -take financing for urban housing

11.8.5 Institutional breach triggers

The following conditions should be treated as institutional warning or breach triggers for the
pilot:

repeated claims without proper claims packs;

payable months persistently exceeding policy assumptions;

reserve falling below agreed operating floor without restoration plan;

evidence of exception creep or conflict -of -interest breaches;

material failure in replacement timing;

material deterioration in conversion quality leading to weak Tier 7 matching depth;
and

1 use of the liquidity line for routine operating weakness rather than stress clustering.

=A =4 =4 =4 4 4

Where these are observed, the appropriate response is not automatic scale. It is pause,
redesign, or tightening of terms.

11.8.6 Governance protections for institutions
Institutional participation should be conditioned on the following governance protections:

1 ring-fenced facility structure with trustee/fiduciary control over reserve funds;

1 explicit Delegation of Authority for issuance, claims, exceptions, and payouts;

1 no single entity controlling customer acquisition, scoring, custody, and payout
approval;

ono pack, no payoutodé claims discipline;
monthly governance and solvency/liquidity reporting;

quarterly recalibration and assurance review; and

1 annual audit of ring -fenced funds and governance effectiveness.

= =4 =2

These are not administrative extras. They are the minimum conditions under which the pilot
can claim to be institution  -ready.

11.8.7 Institutional summary table

Topic Pilot position

) Improve off -take and make early -tenure payment interruption
Primary use case L
risk financeable

€.11812% p.a. implied gross yield on financed balance before

Off -taker gross return logic
costs and losses
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Topic Pilot position

) ) ) Deposit -first loss; capped payable months; replacement
Risk containment logic L . . .
discipline; evidence -based claims; recoveries

Balance -sheet support Ring-fenced reserve plus revolving liquidity line

Why not a giant upfront More efficient use of capital; better stress handling; lower idle
endowment capital burden

) . Governance failure, slow replacement, exception creep, weak
Main downside risk . L
claims discipline
, Recoveries may offset a material share of payouts over time,
Base-case recovery logic _ ,
subject to evidence
Core institutional Trustee control, DoA, no -pack -no-payout, reporting, assurance,
protections audit

Scale only if governance integrity and bounded claims

Scale condition
performance hold under volume

11.8.8 Conclusion

For institutions, the pilot should be framed as a governed, bounded, and operationally
testable mechanism. Itis not a promise of perfect affordability and it is not a request to absorb
undisciplined social risk. It is a proposal to support a more efficien t off -take system with explicit
controls, explicit pricing logic, and explicit loss boundaries.

11.9 Funding stack options (illustrative) and stress testing

To make decision -ma ki ng practical, funders often want to
narrative. The options below illustrate how THWG could be capitalised and sustained.

Table 7: lllustrative funding stacks for the guarantee facility

Ongoin

Option Upfront funding g. 9 Strengths Risks / watch -outs
funding
Premiums + off - Premiums may be too high

No donor _

A: KES 0 upfront None taker co -pay + initially; needs strong
o dependency at start o
liquidity line discipline from day 1
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Ongoin
Option Upfront funding g. 9 Strengths Risks / watch -outs
funding
B: 100% of Year 1085 ) Allows low premiums Ri sk of oprogr
Grant/endowment Premiums ) .
expected payouts + OPEX ) early; strong mi ndset 0; mu st
covers early years phased in later - o
donated demonstration effect discipline

Partial grant +
C: Blended concessionary  concessionary debt
(e.g., 5% p.a.)

Premiums + off - Balances affordability =~ Requires cashflow
taker co -pay and sustainability discipline to service debt

D: Mixed (30% grant, Requires tight governance;

Premiums + off -

remainder split between Small grant + mixed Scalable if economics  commercial investors will
. . taker co -pay +
concessionary and debt/investment iveline fee hold demand performance
) ipeli s
commercial) PP transparency

11.10 Stress testing: base / downturn / shock

Regardless of stack, the model should be tested under three scenarios:

1 Base: expected claim rate, payable months within discipline window.
1 Downturn: higher claim frequency (e.g., 1.5x%), slower replacement, but still within policy.
9 Shock: clustered claims (e.g., 2x 9d3x for a short period), requiring liquidity line draw.

The model Obreakso if replacement discipline
mitigation is not primarily more capital; it is enforcement of discipline and removal of
exceptions.

11.11 Recommended approach for the pilot (practical and scalable)

For the pilot, the report recommends the following structure:

1 Fund the pipeline utility through supply  -side economics Implement a success/access fee
model that replaces marketing and agent commissions and pays for Tier 1 07 OPEX.

9 Price the guarantee as insurance from day one Even if premiums are partially subsidised
early, the pricing logic must be explicit and trackable.

1 Use a two -layer liquidity structure  Maintain a prudent ring -fenced reserve and secure a
revolving liquidity facility sized to stress clustering.

1 Use shared contributions Keep household guarantee charges modest; require an off -taker
co -contribution; and use investment income where permissible to reduce pressure on
premiums.
T Enforce oOono pack, no payout 6 @ahsds the éryeleeonomime n t

stabiliser. Without it, no funding stack will remain sustainable.
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11.12 Summary

Sustainability requires that THWG be funded and governed as two linked but distinct
mechanisms:

1 a pipeline utility (Tier 1 &7) funded primarily by supply -side customer acquisition
replacement economics, and

1 a guarantee facility (Tier 8) priced like insurance and supported by a ring -fenced
reserve plus

9 arevolving liquidity facility.

This structure avoids reliance on an excessive upfront endowment, keeps household charges
low, aligns incentives across the value chain, and provides a practical basis for stress testing,
recalibration and scale.
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12 Governance model for the waiting list and the
guarantee facility

12.1 Purpose of this chapter

Chapter 6 set out the system -level governance architecture and principles. This chapter
defines the practical governance model required to operate (i) the waiting list pipeline (Tier
187) and (ii) the guarantee facility (Tier 8) with fairness, discipline and auditability. It specifies

the governance bodies, decision rights, delegated authority, conflict -of -interest controls,
repo rting cadence and assurance requirements.

The core principle is that THWG must be governed like market infrastructure and a financial
facility, not like a discretionary programme.

12.2 Governance principles

The governance model is built on the following principles:

1 Rules-based progression: tier movement and guarantee activation follow
documented criteria and evidence thresholds.

1 Segregation of duties: actors who benefit from allocations or off -take cannot approve
eligibility or claims.

9 Auditability: every decision has a record: evidence relied on, who approved, and
under what authority.

1 No exceptions by default: exceptions are rare, categorised, documented and
reviewed monthly.

1 Member protection:  consent, privacy, and a functioning grievance/appeals process
are embedded.

9 Liquidity discipline: guarantee payouts are bounded and supported by reserves
and/or liquidity facilities, not by ad hoc fundraising.
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CLAIMS PROCESS FLOW
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Figure 38: Monitoring Dashboard and Learning Loop

12.3 Legal and institutional form of the operator

12.3.1Why an -engtmoperator is required

THWG should not be housed within NACHU itself. NAC
cooperative mobilisation, trust infrastructure, assisted onboarding support, and member -
facing coordination. That role is essential. It is not, however, the same as ope rating the

guarantee mechanism or controlling Tier 8 approvals and claims.

Because NACHU®s member base is also the source of
pressure, exceptions requests, and possible disputes, placing the waiting list operator and

guarantee decision -making inside NACHU would create avoidable conflicts of int erest. It

would also weaken confidence in fairness, especially where claims are declined, households

are replaced, or one cooperative perceives another to be receiving preferential treatment.

For these reasons, the waiting list and guarantee facility should be operated through an

a r miergth legal entity. NACHU should remain a strategic partner, a shareholder, and the
principal mobilisation channel, but it should not be the legal home of Tier 8 approval authority,
claims administration, reserve control, or exception management.
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The same logic applies to Placemakers and other supply -side participants. They may

contribute supply, operating insight, and shareholder support, but they should not be the

permanent legal home of the facility. The entity that manages the waiting list and guarantee

system should sit at armds | ength from bot-dide member
commercial benefit.

12.3.2 Recommended legal form and ownership approach

The recommended structure is a newly incorporated Kenyan private company limited by
shares, established specifically to operate the waiting list and guarantee system. In this report,

this entity is referred to as the THWG Operator Company until a final nam e is reserved and
registered.

A company of this kind is appropriate because it allows a controlled shareholder base,
supports external investment, and provides a practical vehicle for contracting, governance,

staffing, technology integration, and future regulatory evolution. It also al lows the operator
to be governed as focused infrastructure rather than as a programme unit within one
stakeholder institution.

The initial shareholding may include NACHU and Placemakers, with scope for additional
strategic and/or capital investors where appropriate. The default position should be that
technology, analytics, banking, wallet, and platform providers participate under commercial
contracts rather than automatically through equity. Equity participation may be considered

where a provider contributes startup capital, concessionary long -term infrastructure, or other
strategic value that justifies shareholder participation. However, no technology provider,
developer, off -taker, onboarding contractor, or other economic beneficiary should be
permitted to control guarantee approvals, claims decisions, reserve deployment, or policy
exceptions.

The operator company should therefore be established with a narrow and disciplined cap
table, clearly defined reserved matters, and governance protections that preserve
independence in decision  -making.

12.3.3 Functional remit of the operator company

The THWG Operator Company should be the principal operating and contracting entity for
the system. Its role should include:

1 managing waiting list operations and data administration;
1 coordinating assisted onboarding and conversion workflows;

1 administering matching processes and Tier progression controls;

1 managing guarantee activation workflows and claims administration;
1 maintaining decision registers, audit trails, and reporting packs;
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1 contracting with ecosystem participants; and
1 implementing board -approved policy, controls, and service standards.

The operator company should enter into the required agreements with NACHU, participating
cooperatives, Pngme, Empowa, SiliconEnterprise / Silicon Capital where used, ABC Banking
Group / ABC Capital or another regulated banking partner, participating develo pers,
participating off -takers, and the independent trustee or fiduciary.

The operator company should manage the system, but it should not treat guarantee capital

as ordinary working capital. Guarantee reserves should be legally ring -fenced, held or
controlled under an independent trustee/fiduciary arrangement, and released only in
accordance with approved policy, dual -control aut horisati on, and ono

claims discipline.

12.3.4 Governance implications of the proposed structure
The legal form should reinforce the governance principles set out earlier in this report.

First, NACHU should remain the apex cooperative partner and principal mobilisation channel,

but not the Tier 8 decision -maker. Second, Placemakers and other developers may
participate as supply -side partners and, where appropriate, as shareholders, but not as
controllers of guarantee decisions. Third, analytics, platform and wallet participants may
provide scoring inputs, operational tools and customer -facing support, but should not hold
final approval authority over guarantee activation, claims, or reserve release.

The board of the operator company should be structured to preserve independence and
avoid capture by any one stakeholder block. A practical starting position is an independent
chair, one NACHU nominee, one Placemakers nominee, one independent
legal/risk/go vernance director, and, where relevant, one investor representative. Banking,
technology, or analytics partners may attend by invitation or hold observer roles where useful,
but should not control the board.

Below board level, the governance bodies described in this report should continue to
operate with clear mandates. The Waiting List Steering Committee should govern Tier 1 a7
rules, data integrity, progression discipline, and matching integrity. The Guarante e Facility
Committee should govern Tier 8 policy, reserve discipline, claims rules, liquidity posture, and
exception control. The independent trustee or fiduciary should retain ring -fenced control over
reserve funds and payout authorisation.

12.3.5 Regulatory perimeter and compliance approach

The operator company should be structured so that it does not itself undertake regulated
banking, payment service, e -money issuance, deposit -taking, or digital credit activity unless
and until it is separately licensed to do so.
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Accordingly, regulated money custody, settlement, wallet rails, and any white -label banking
functionality should sit with ABC Bank or another appropriately authorised financial institution.
The operator company may orchestrate workflows, data flows, member journeys, and

decision controls, but the regulated financial rails should remain within licensed institutions.

The same caution applies to the insurance perimeter. For the pilot, the guarantee should be
documented and governed as a bounded, rules -based contractual support mechanism with
capped exposure, limited tenor, evidence -based claims rules, and strict reserve  controls.
However, the final legal characterisation under Kenyan insurance law should be confirmed

by Kenyan counsel before launch. The pilot should not proceed on the assumption that the
structure automatically sits outside insurance regulation.

12.3.6 Data governance, tax and implementation requirements

The operator company is likely to be a data controller for core waiting list and guarantee
functions and may also act, in some workflows, as a data processor. That means the
company should not go live until controller/processor roles are allocated, registr ation
obligations are addressed, and the core data governance framework is documented.

At a minimum, implementation should include: data -sharing agreements across the
ecosystem; controller -processor contracts where required; informed consent language;
purpose limitation rules; role -based access control; retention rules; data -quality controls ;
complaint -handling procedures; and human  -review mechanisms where automated scoring

or decision -support is used.

From a tax and corporate -compliance perspective, the operator company should be
treated as a standard Kenyan operating company unless a specific legal or fiscal treatment

is confirmed through specialist advice. That means the launch pack should include cor porate
structuring advice, tax analysis, VAT treatment confirmation, withholding -tax mapping for
service -provider contracts, beneficial ~ -ownership compliance, and confirmation of any stamp

duty or capital -gains implications arising from future share transfe  rs or capital restructuring.

For pilot purposes, the operator company should therefore not be treated as an informal
programme shell. It should be incorporated, governed, documented, and capitalised as real
operating infrastructure from the start.

A Kenyan private company limited by shares is a workable vehicle for this structure because

private companies cannot invite the public to subscribe for shares and are restricted to a
maximum of 50 members, which fits a tightly controlled sponsor -and -investor cap table. BRS
guidance also says changes in beneficial ownership information must be notified to the
Registrar within 14 days.

If the operator were ever to undertake regulated payment services itself, it would fall into the
CBK perimeter, because the National Payment System Act states that no person may
conduct the business of a payment service provider in Kenya unless authorised. Likewise, if
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the structure | ater moved into digital credi t i n
require incorporation of a limited liability company and formal licensing steps. That is why the

cleaner pilot position is for regulated rails to remain with ABC Bank or another licensed

provider.

On the insurance side, Kenyan insurance law regulates the business of insurance, and the
framework now expressly recognises products such as microinsurance within that perimeter.

The pilot is to be structured as a bounded contractual mechanism and that for mal Kenyan
legal advice is required before launch.

On data protection, ODPC guidance says an entity can register as both a data controller

and a data processor, and the Data Protection General Regulations require disclosure where

automated individual decision ~ -making is used, appropriate statistical procedu res, bias/error
control s, and a process for human intervention and
matters directly for any Pngme  -style scoring, tiering, or guarantee  -readiness logic.

On tax, KRA states that resident companies are taxed at 30% corporation tax. VAT registration

is required where taxable supplies reach or are expected to reach KSh 5 million per year, and

the standard VAT rate is 16%. KRA also states that stamp duty applie s to transfers of properties,
shares and stock, and publishes withholding tax rates including 5% for resident
management/professional/training fees, 20% for non -resident equivalents, and 3% for resident
contractual payments. KRA also states that capital ga ins tax is 15% of the net gain.

12.4 Governance structure (who governs what)

THWG governance is divided into two governed domains, each with a defined mandate:

12.4.1 Domain A: Waiting list pipeline governance (Tier 1 a7)
Body: Waiting List Steering Committee (WLSC)

Mandate: performance and integrity of the pipeline utility.

Key responsibilities:

91 approve tier rules and operational SOPs for Tier 1 987,

1 oversee onboarding completeness, conversion engine performance, and data
quality;

9 oversee Tier distribution, time -to-progress, and standby pool ratios;

review exceptions log (Tier 1 87) and corrective actions;

1 ensure unit pipeline ingestion discipline and matching integrity (with Empowa inputs);
and

1 approve quarterly recalibration proposals (with Pngme inputs).

==

Membership should include programme sponsor representation (FSD Kenya), NACHU,
analytics expertise (Pngme), platform/matching representation (Empowa), and independent
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governance capability. Developers and off -takers may participate as observers where
appropriate but must not control decisions.

12.4.2 Domalin B: Guarantee facility governance (Tier 8)
Body: Guarantee Facility Committee (GFC)

Mandate: integrity, solvency and discipline of the guarantee product.
Key responsibilities:

91 approve Tier 8 activation rules and guarantee policy (caps, term, payable months);

approve the claims rules and evidence pack (0no
monitor active guarantee book, claims ratios, payable months and liquidity posture;

review claims exceptions and block drift into discretionary payouts;

approve reserve policy and liquidity facility usage rules; and

oversee assurance/audit findings and corrective actions.

= =4 4 -4 -4

The GFC must be tightly structured to avoid conflicts of interest.

12.4.3 Trustee / fiduciary oversight (ring -fenced control)

Body: Independent Trustee or Fiduciary (with signatory controls)
Mandate: protect ring -fenced funds and enforce payout discipline.

Key responsibilities:

91 hold or control ring -fenced reserve accounts;

9 require dual control authorisation for payouts;

1 block payouts that do not meet evidence requirements;

1 ensure compliance with the investment policy where reserves are invested; and
1 ensure annual audit of ring -fenced funds.

This role is central to institutional credibility. Without it, the guarantee facility will struggle to
attract serious participation.
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MEMBER PROTECTION AND COMPLAINTS REDRESS PATHWAY

A simple, time-bound escalation process that reduces disputes and strengthens trust

(0) O,

ESCALATION STAGES

B Stage 0 Stage 1 :ﬁ. Stage 2 S Stage 3 Stage 4
Information & Frontiine Case Management Independent External
Self-Service Intake & Decision Review / Appeal Escalation (rare)
» Clear disclosures, rules, . Memper logs issue via + Evidence review, + Appeal for process + Ombudsman / regulator
+ caps, deposit first tax. multiple (.:hannels + mediation, moyment « errors independent + Fount, only IT
« timelines, whigger : ;&?j{:‘g"e' cel  records, notices. + review findings + unseloved, systemic
triggers « wintchapp, app, or + eligibility checks. « fairmess, evidence + Issue or serious
+ replacement e e i . Trai : M
o web form; ticket written decision Trait rule compliance Misconduct
created
J J
J
\
SERVICE STANDARDS (RECOMMENDED TO PUBLISH)
Acknowledgement Initial Triage I Decision (Stage 2) Appeal decision (Stage 3)
within 2 within 5 within 15 within 20
working days working days working days ‘ working days
J

VALUE REALIZATION (AND WHY IT MATTERS)

a Households ~ Off-takers Programme

+ Predictable rules, fair process, + Fewer disputes, clean evidence, trails, + Reduced ‘guarantee drift' to unil in
and cock resolution. and, faster replacement outcomes. sublifity by enforcing consistent
decisions and documented
exceptions.
DESIGN PRINCIPLE

Publish rules and timelines upfront. Use the same evidence trail for both claims administration and
complaints handling. This improves trust and reduces the risk of political or ad-hoc interventions.

Figure 39: Implementation Roadmap A Pilot Design to Scale

12.5 Operating roles and decision rights (who does, who decides)
To reduce ambiguity, THWG must distinguish operational execution from approval authority.

12.5.1 Waiting list operations (Tier 1 d7)

Waiting List Operator (WLO): executes onboarding, conversion, tier processing and matching
workflows.

9 does not approve Tier 8 guarantees
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9 does not approve claims payouts
1 maintains decision registers and evidence storage

NACHU and cooperative champions: support mobilisation and assisted onboarding; provide
member support and first  -line grievance intake; do not control tier approvals beyond defined
operational checks.

Pngme: provides scoring and analytics; recommends threshold changes; supports
monitoring; does not approve Tier 8 issuance or claims.

Empowa: ingests unit pipelines and supports matching workflows; does not approve Tier 8
issuance or claims.
12.5.2 Guarantee operations (Tier 8)

Guarantee Facility Manager (GFM):  administers guarantee activation checks, monitoring,
and claims processing.

1 prepares claims decisions against policy
1 submits payout requests to trustee controls
9 maintains claims register and audit trails

Off-taker / landlord: executes tenancy management, enforcement and replacement SOPs;
submits claims packs; has no authority to approve payout.

12.6 Delegation of Authority (DoA) and thresholds

THWG requires a formal Delegation of Authority (Annex 1) specifying:

1 who can approve tier policy updates;

1 who can approve exceptions and under what categories;

1 who can approve guarantee issuance parameters;

1 who can approve claims payouts and at what thresholds; and

1 where committee approvals are required (e.g., above a value threshold or outside

standard policy).
Minimum requirements:

9 Tier 8 issuance must be policy -bound and logged,;

i claims payouts must require dual authorisation (GFM recommendation + trustee
approval);

1 any non -standard payout must escalate to the GFC; and

9 any recurring exceptions trigger a policy review.
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12.7 Conflict -of-interest controls

THWG is vulnerable to conflicts because multiple parties benefit from allocations. Controls
must include:

il

mandatory declarations by committee members and senior operational staff on
appointment, annually thereafter, and at the start of every meeting where agenda
items may give rise to a real or perceived conflict;

recusal rules where an individual has a financial or relational interest in a decision;

segregation of roles so that the same entity cannot both originate an allocation and
approve eligibility or claims;

exception limits  (caps on exception frequency and value) with monthly review; and

audit sampling focused on high -risk decisions (exceptions, high -value claims, repeat
claim submitters).

12.8 Reporting cadence and assurance

The governance model depends on predictable reporting and routine assurance.

12.8.1 Reporting cadence

il

Weekly operational dashboard: onboarding throughput, completion rates, tier
distribution, matching pipeline status.

Monthly governance pack: standby ratios, Tier 7 and Tier 8 volumes, claims ratios,
payable months, exceptions, complaints and appeals.

Quarterly recalibration pack: model performance, threshold adjustments, policy
improvements, stress results, and unit economics update.

12.8.2 Assurance

T

1

Monthly sampling checks: tier progression integrity and claims evidence
completeness.

Quarterly assurance review: exceptions analysis, conflict -of-interest checks, process
adherence.

Annual audit: ring-fenced funds audit and governance effectiveness review.

Assurance must be designed to deter leakage, not simply to create paperwork. Sampling
should be risk -based and targeted.
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12.9 Summary

The proposed governance model makes THWG credible by separating pipeline utility

governance (Tier 1 &7) from guarantee facility governance (Tier 8), embedding trustee control

overring-f enced funds, and enforcing segregaticlaims of dut
discipline and strict exception management. If implemented as specified, the model protects

fairness for households, reduces leakage risk, and provides the auditability and financial

discipline required for institutional participation and sustainabl e scaling.

Annex 1: Delegation of Authority (DoA) Matrix A Waiting list and
guarantee facility

(Annex 1 is provided as a separate operational tool, referenced here and included in the
Appendices section of this report.)

Annex 2: Claims Evidence Pack Checklist A ONo pack, no payo

(Annex 2 is provided as a separate operational tool, referenced here and included in the
Appendices section of this report.)
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13 Held validation findings and implications
(NACHUOAPngme oPlacemakers)

13.1 Purpose of this chapter

This chapter tests the reportds desi
implementation learning from the joint NACHU 0Pngme oPlacemakers
onboarding work undertaken between November 2025 and 6 February 2026.

The intent is to identify what the fieldwork co nfirms, what it challenges, and
what must be adjusted before a pilot is scaled.

This chapter does not restate the full design. It focuses on practical evidence
and what it means for implementation choices, tier rules, operating capacity
and risk controls.

132 What was tested (and what

Figure  3: Umoja

field) Wendani Housing
_ _ Cooperative  d14 Nov
The fieldwork tested the operational of

oOusable recordsé6 by using two onboarding tool s:
1 a NACHU digital onboarding form (self  -reported member and household data); and

1 a mobile -based financial profiling tool (app -based onboarding and transaction
derived indicators).

I n practical terms, field Osuccessd canpletenusdble,at t endan
verified records that can progress through tiers and ultimately support matching and
guarantee discipline.
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13.3 Headline results (what happened)

Across four onboarding sessions (14 Nov 2025, 15 Nov 2025, 5 Dec
2025, and 6 Feb 2026), the programme engaged 205 attendees
drawn from 29 housing cooperatives and onboarded 123 unique
households into the waitlist.

1 Households onboarded by session were 32 (Umoja Wendani
Housing Cooperative & 14 Nov), 0 (Machakos Housing
Cooperative & 15 Nov), 34 (multi -cooperative session at
NACHU HQ 0o 5 Dec), and 57 (multi -cooperative session at
NACHU HQ 0 6 Feb).

1 Attendance by session was 42, 37, 52, and 74 respectively,
with the 6 February session delivering the strongest conversion
and the broadest cooperative participation.

o The 123 onboarded households split into three data -
completeness categories:

AN

o Full dual-channel sign -ups (form + ScoreMe): 56 Figure 4: Traers Coo

Machakos 15th

o Form-only: 33 November

o App -only: 34

1 Latest PNGME analysis also indicates that 18 of the 123 households are immediate
high -priority / guarantee -model prospects, while a further 56 sit in the middle
affordability tier and require progression support rather than exclusion.

This is one of the most critical implementation lessons: early  -stage onboarding produces
fragmented records unless the process is engineered and staffed to drive completion.

13.4 What the findings confirm (alignment with this report)

13.4.1 Targeting and pre -screening are non -negotiable

The session with zero onboardings was not a oOtechnology failureo. I
mismatch. Attendance skewed older and landowner/investor -oriented, with interest in

general property opportunities rather than a structured affordability pathway. This strongly

conf i rms Ch a pdné¢hat th& agding fisb aly woirks if mobilisation is targeted to the

intended segment and expectations are managed up front.

Implication: NACHU mobilisation must be segmented and pre -screened. OAny <cooper
meetingdé is not automatically a useful acquisition
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13.4.2 Assisted onboarding is essential (conversion engine, not a form)

The split between full sign -ups, form -only and app -only confirms a core report assumption: the

waiting [|ist cannoserbwi cleuirleagibst rasebhdé al one. Hou
complete whichever step is easiest in the moment unless there is act ive follow -up and

completion discipline.

Implication: the pilot must treat onboarding as a production line with follow -up capacity, not
as an event.
13.4.3 The target segment profile is consistent with the project intent
Among the latest form respondents, the profile aligns with the intended inclusion objective:
1 predominantly female applicants (66.3%);
1 majority married (61.8%);

1 significant informal -sector employment (with PNGME reporting the waitlist as
predominantly informal -sector and female -led);

1 average dependants of roughly three per household;

1 strong savings intent and cooperative stickiness, with roughly 72% reporting more than
12 months of cooperative membership; and

1 most respondents indicating they are the sole or primary contributor to household
housing payments.

Implication: the waiting list is reaching the right socio -economic segment when the
cooperative channel is correctly selected.

13.4.4 Income verification matters (self -r eport | verified capacity

A key field insight is the measurable gap between self -reported income and transaction -
derived income estimates. In the updated PNGME dashboard, average estimated income

across the assessed pool is about KES 34,235 versus average self -reported income of ab  out
KES 38,179; among the 41 households with both measures available, the median digitally
estimated income is about KES 10,299 against a median self -reported income of KES 25,000.
This confirms that self -report alone is directionally useful but insufficie  nt for late -tier progression
and guarantee decisions.

Implication: tier progression (especially Tier 5 88) must increasingly rely on verified behavioural
and transaction indicators, not self  -reported numbers.
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13.5 What the findings challenge (assumptions that need tightening)

13510Si-gps6 are not a usable waiting |ist
Only 56 of the 123 onboarded households were full dual -channel sign -ups, meaning the
majority of records still require either form completion, ScoreMe completion, or follow -up
reconciliation before they can credibly progress toward Tier 7 08 readiness. With out process

redesign, the waiting list will inflate at Tier 1 83 and remain thin at Tier 6 88.
Design adjustment; def i ne omini mum compl eteness gateso6 for
1 Tier 183: basic record allowed (low friction)
1 Tier 4085: requires completion of core fields and identity verification
1 Tier 637: requires consistent evidence set (including behavioural signals)
l

Tier 8: requires a complete allocation pack and strict eligibility checks

13.5.2 Capacity is tight: affordability strain is real even where willingness is high

Applicantsd stated monthly commitment signals wi

review shows many households remain financially tigl

relatively small top cohort in the high  -priority band, while the larger midd  le cohort typically
supports lower reliable payment bands and will often need flexible payment design, stronger
deposit -building, or both. Transaction -level indicators also point to thin liquidity buffers for
many users and continued vulnerability to shock S.

Design adjustment: the model must assume (and design for) payment interruption risk as
normal, not exceptional i hence the importance of deposit -first loss, fast replacement
discipline, and a bounded guarantee.

1353A oOsi-ingmdeme household majorityd increases

Where a high share of applicants indicate that they are the sole or dominant housing
contributor, income volatility becomes more damaging and replacement risk rises. The
updated waitlist evidence therefore reinforces the need to treat contributor structure as a
real risk variable rather than a descriptive data point.

Design adjustment: Tier 788 rules should explicitly recognise higher -risk household structures
and may require:

1 higher deposit thresholds; and/or
1 stronger evidence of stability; and/or

1 tighter matching to lower payment bands.
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13.6 Operational implications for the tier model and matching
discipline

136.1Treat o-Uplkbl asi gme gateway to meaningful ti

Field results suggest the pilot should explicitly drive full dual  -channel completion as the

primary KPI, not registrations alone. The updated baseline is no longer 66 early sign -ups, but
123 unique households with only 56 fully completed across both onboar ding channels.
Practical rule: households canenterTierl 63 easi ly, but Tier 5+ aupdul d re

evidence pack (or an approved alternative evidence path where digital permissions are a
barrier).

13.6.2 Introduce a completion workflow to eliminate form -only and app -only
fragmentation
The presencenbffoobodmiowpd precords means the system ne
1 automatic reconciliation and matching of records;
1 afollow -up workflow to complete the missing component;
1 clear member messaging (Oyour record is incomple
1 cooperative champion support for completion.

Without this, tier distributions will remain skewed and matching will fail.

13.6.3 Tighten cooperative selection and session design

The zero-onboarding day confirms that cooperative selection and communications are part
of the operating model, not an optional oOmobilisati

Minimum requirements before running sessions:
define the target household profile for the session;

pre -screen attendee lists where possible;

l
l
1 communicate clearly what the programme is (and is not);
1 ensure assisted onboarding capacity on site;

il

plan for follow -up completion after the session.

13.7 Issues to be further considered (before scale)

Based on the field learning, the following issues should be explicitly addressed in the pilot
design:
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1. Data permissions and trust: some households may resist mobile permissions; the system
needs an alternative evidence path to avoid excluding the most vulnerable while still
protecting integrity.

2. Digital readiness variance: some segments will complete easily; others will require
assisted onboarding. This must be costed and staffed.

3. Record integrity and deduplication: dual -tool onboarding creates duplication risk
unless reconciliation is engineered.

4. Affordability volatility:  tier rules must incorporate volatility, not only income level.

5. Expectation management. communications must avoid attracting the wrong
audience (investment/land speculation expectations) which wastes field capacity.

6. Operational throughput vs quality: scaling too fast without completion discipline will
produce a large but unusable Tier 1 83 list.

13.8 Recommended refinements before the pilot proceeds

The fieldwork points to a clear set of refinements that should be implemented before scaling
beyond controlled pilot volumes:

T Make Of wulpl csoingpnl et i on r ated t he (mtrégist@tions). oper ati or

1 Deploy a dedicated conversion engine (follow -up calls/WhatsApp, completion
appointments, cooperative champion support).

1 Implement tier completeness gates (progression beyond early tiers requires verified
evidence).

1 Segment cooperative mobilisation (define target cohorts and pre  -screen
attendance).

1 Engineer record reconciliation  (one household record across tools, with audit logs).

Configure flexible digital payment rails (including wallet -enabled and assisted collection
journeys) aligned to weekly and bi  -weekly earning patterns, without making any single
provider mandatory.

1 Align matching operations to reality (standby pools must be built from Tier 7 -ready
households, not from raw sign -ups).

13.9 Summary

Early field implementation confirms the core thesis of this report: the waiting list can work, but
only if it is operated as a disciplined conversion and readiness engine, not as a registration
form. The strongest confirmations are

0] the necessity of targeted mobilisation and pre -screening,
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(ii) the indispensability of assisted onboarding and follow -up, and
(i) the importance of verified affordability signals rather than self -reported figures.

The most important challenge is record fragmentation: even after expanding the fieldwork
to 123 unique households, fewer than half completed both onboarding channels, which
would still prevent tier progression and matching if not corrected. The recommended
response is operational, not theoretical: tighten cooperative targeting, staff the conversion
engine, enforce completeness gates, reconcile records across tools, and treat Tier 7 readiness
(not Tier 1 registration) as the true measure of pipeline strength
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14 Twelve -month implementation plan and fully
costed budget

14.1 Purpose of this chapter

This chapter sets out a practical, fully costed 12  -month implementation plan to

0] establish the waiting list as a functioning pipeline utility (Tier 1 a7) and

(ii) stand up the guarantee facility (Tier 8) with governance, liquidity posture, and
operating discipline sufficient for a controlled pilot. It assigns roles to stakeholders,
defines sequencing, and provides a budget that can be used for pilot funding
decision s.

This chapter is written as an execution plan. It assumes that Chapters 6 012 have been
accepted as the operating and governance basis.

142 Pil ot approach targets (the OoOmini mun

The Pilot is designed to be large enough to generate real evidence and unit flow, but
constrained enough to protect governance and prevent uncontrolled risk.

14.2.1 Year-1 (12-month) pilot targets:

1 50,000 complete onboardings  (usable Tier 187 records)

1 Tier 7 standby pool built and maintained by geography/typology, aligned to unit
pipeline commitments

1 2,000 Tier 8 guarantees issued (activated only at allocation to a specific unit)

The latest PNGME baseline provides a realistic starting point for this scale -up: 123 unique
households onboarded across four sessions, 56 fully completed across both onboarding
channels, and 18 near -term high -priority / guarantee -model prospects. The Year -1 pilot
volumes should therefore be read as an operational scale -up from a now -evidenced field
base rather than from a purely hypothetical starting line.

Operating discipline assumptions:

9 standby ratio planning baseline:  5x standby -ready households per unit allocated

91 replacement discipline target: 304 months for persistently non -paying cases

91 deposit -first loss enforced prior to any claim payout

f 0no pack, no payoutdé claims discipline embedded
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14.2.2 Operational scale -up bridge from field evidence to Year -1 targets

The Year-1 pilot targets are intentionally ambitious, but they should not be read as abstract
volume aspirations. They should be read as a controlled operational scale -up from an
evidenced field baseline. The fieldwork to date engaged 205 attendees across four

onboarding sessions, onboarded 123 unique households, converted 56 households into full

dual -channel sign -ups, and identified 18 immediate high  -priority / guarantee -model
prospects. The most important lesson from that fieldwork is that the binding con straint is not
interest; it is conversion into complete, usable records and disciplined progression toward Tier

7 readiness.

The purpose of this section is therefore to show, in operational terms, how the pilot could move
from the current evidenced field base to the Year -1 target of 50,000 complete onboardings

and 2,000 Tier 8 guarantees, while remaining consistent with the repo rtés own design

targeted mobilisation, assisted onboarding, completion gates, record reconciliation, Tier 7
standby ratio discipline, and explicit go/no -go gates.

14.2.2.1 Bridge logic

First, the system does not need 50,000 guarantees. It needs 50,000 complete Tier 1 o7 records
from which a smaller Tier 7 -ready pool can be built and maintained. Second, because the
report adopts a planning baseline of 5 standby -ready households per unit al located, the

2,000 guarantee target implies a required Tier 7 -ready operating pool of approximately 10,000
households over the year. Third, if the pilot can convert around 20% of complete records into
genuine Tier 7 -ready households, then 50,000 complete o nboardings is sufficient to support
that 10,000 -household standby pool and therefore the 2,000 controlled Tier 8 activations.

Table 13D: Scale -up bridge from complete onboardings to guarantees

Planning .
Iltem Interpretation
value

Complete onboardings (Tier 1  d7 usable .
50,000  Year-1 pilot target
records)

Assumed progression to Tier 7 -ready Planning assumption for disciplined

20.0% .
status progression
Tier 7 standby -ready households 10.000 Operating pool required to support
generated ’ allocations
Standby ratio per allocated unit 5.0x Report planning baseline
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Planning
value

Item Interpretation

Supportable controlled allocations / Tier

2,000 Year-1 pilot target
8 guarantees P g

This bridge is the core throughput logic of the pilot. It also explains why the report correctly
treats completion and tier progression as more important than gross registrations. A large but
unusable Tier 1 83 list would not produce the Tier 7 -ready depth required for matching and
controlled guarantee activation.

14.2.2.2 Planning assumptions for the scale -up

The monthly ramp below is not a forecast of what will happen automatically. It is a planning
model showing what must be true operationally if the Year -1 target is to be credible.

The assumptions are as follows:

1. The model starts from the evidenced field baseline of 123 unique onboarded

households, 56 full dual -channel sign -ups, and 18 immediate high -priority households.

2. The baseline field completion rate of ¢.45.5% is not assumed to persist. The ramp
assumes that the refinements already identified in Chapter 12 are implemented:
targeted mobilisation, a dedicated conversion engine, cooperative champion
support, completion  gates, record reconciliation, and flexible digital payment /
messaging journeys.

3. The model assumes a blended operating structure consisting of:
(i) targeted group onboarding sessions,
(i) cooperative champion / clinic -assisted completion, and
(iii) remote call / WhatsApp / digital completion and reconciliation.

4. The model assumes that completion rates improve progressively over the year as the
operator learns, the champion network strengthens, and workflows are standardised.

5. Guarantee activation does not begin at scale immediately. It begins only once live
matching, allocation packs, and Tier 8 controls are functioning, consistent with the
sequencing already set out in Phase 2 and Phase 3 of Chapter 13.

6. The model assumes that the conversion engine is deliberately over -weighted in the
budget because it is the main determinant of whether scale produces usable records

or merely unusable noise. That is already

commenta ry on OPEX.
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14.2.2.3 Indicative monthly ramp to 50,000 complete onboardings and 2,000 guarantees

The Year-1 ramp should be shown as a phased increase in operating throughput rather than

as a flat annual average. The opening period is for setup and controlled build -out. The middle
period is for disciplined throughput growth. The later period is for sus tained production,
matching, and controlled Tier 8 activation.

Table 13E: Indicative monthly operating ramp (Year 1)

Assumed
Targeted fuII-. Active Indicative ~ Complete Cumulative Tier 8 .
. completion . ) Cumulative
Month onboarding conversion follow -up onboardings complete guarantees
) rate on ) . . guarantees
sessions agents touches inmonth  onboardings  in month
started
records
1 0 n/a 0 0 0 0 0 0
2 35 55% 12 4,400 1,000 1,000 0 0
3 55 60% 16 8,400 2,000 3,000 0 0
4 70 65% 20 12,000 3,000 6,000 0 0
5 80 70% 24 15,400 4,000 10,000 50 50
6 90 75% 28 16,700 4,500 14,500 150 200
7 100 80% 32 17,900 5,000 19,500 250 450
8 105 82% 35 19,400 5,500 25,000 300 750
9 105 83% 36 19,300 5,500 30,500 350 1,100
10 110 84% 38 20,900 6,000 36,500 350 1,450
11 115 85% 40 22,500 6,500 43,000 250 1,700
12 120 85% 40 24,300 7,000 50,000 300 2,000
This ramp does three important things.
First, it avoids pretending that Month 1 is
Phase 0 requirement that governance, ring -fencing, policy, reporting packs, geographies
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and unit pipeline commitments are established before scale. Second, it places the major
throughput increase in Months 4 812, which aligns with Phase 1 and Phase 2 of the existing

implementation plan. Third, it delays meaningful guarantee issuance until matc hing to live
uni t pipelines is functioning, which is consistent
philosophy.

14.2.2.4 Throughput implications of the ramp

The monthly ramp above implies approximately 62,100 started records across all channels in

Year 1 to generate 50,000 complete records, equivalent to a blended annual full -completion
rate of ¢.80.5% on started records. This is materially above the current f ield baseline and
should therefore be treated as an execution target, not as an already -proven capability. It is

only credible if the programme fully implements the Chapter 12 refinements and uses the
go/no -go gates in Chapter 14 to stop, redesign or slow scaling where the assumptions are
not being met.

The follow -up load is also significant. On the assumptions above, the conversion engine would
need to handle roughly 180,000 190,000 follow -up touches over the year, including calls,

WhatsApp nudges, document completion, record reconciliation, and progress ion support.
That is why the largest cost line in the Year -1 OPEX budget is the assisted onboarding
conversion engine, and why the pil etp schoonpllde td ocomt irmu

as the primary operating KPI rather than gross registrations.

14.2.2.5 Indicative channel mix and cost per completed record

To show that the annual budget is not merely a top -down number, the report should also
state how the 50,000 complete records are expected to be produced across operating
channels. The table below is an indicative planning allocation of the Year -1 OPEX. Itis not a

statutory accounting restatement of Table 9. Its purpose is to demonstrate that the budget
can be translated into a throughput model by channel.

Table 13F: Indicative channel mix, productivity, and cost per complete onboarding

Indicative Indicative  Indicative cost
share of Complete Year-1cost per complete . . .
Channel . . . Main operating logic
complete onboardings allocation onboarding
onboardings (KES m) (KES)
Higher -touch
channel; on -site
Targeted group .
. assisted capture
onboarding 45% 22,500 72.00 3,200 )
. plus post -session
sessions .
completion
workflow
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Indicative Indicative Indicative cost
share of Complete Year-1cost per complete . . .
Channel ) . . Main operating logic
complete onboardings allocation onboarding
onboardings (KES m) (KES)
. Cooperative -led
Cooperative )
. . completion,
champion / clinic - )
, 30% 15,000 33.00 2,200 document chasing,
assisted
) local trust and
completion
repeat contact
Lower -cost
Remote call / i i
conversion of partial
WhatsApp / .
. ) 25% 12,500 18.84 1,507 records and direct
digital completion
I referrals once
and reconciliation .
workflows stabilise
Consistent with
Total / blended
100% 50,000 123.84 2,477 Table 9 blended

average . .
unit economics

This table clarifies the scale logic in three ways.

First, it shows that the pilot is not relying on one acquisition mechanism. It is relying on a
blended conversion system. Second, it shows why the highest -cost channel is the field -
assisted group session pathway: it is the most labour  -intensive but remains necessary to reach
target households and create the first usable records. Third, it shows why the lowest -cost
channel is remote completion and reconciliation: once the system has partial data and a

good follow -up process, converting a started record to a full record becomes materially
cheaper than acquiring it from zero. This is
cost per onboarding and cost per guarantee should improve as the system learns.

14.2.2.6 Productivity assumptions behind the staffing model

The staffing model implied by the ramp is demanding but operationally plausible if the
operator behaves as a production function rather than as a programme secretariat.

The indicative planning assumptions are:

1 each field team runs approximately 7 &8 targeted group sessions per month once fully
mobilised;

1 each active conversion agent closes approximately 80 complete records per month
in the early ramp period, rising to ¢.150 9175 complete records per month as workflows
stabilise and record reconciliation improves;
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1 each active conversion agent handles approximately 350 0600 follow -up touches per
month depending on the maturity of the cohort mix;

1 targeted group sessions generate progressively better yields over time because
cooperative selection, pre  -screening and on -site assistance improve; and

1 the remote completion channel becomes more productive in the second half of the
year as more partial records enter structured follow -up and member messaging
workflows.

These assumptions are materially more demanding than the current baseline and should
therefore be linked to the existing gates. If completion is not improving by Month 3, if Tier 7

depth is not being built by Month 6, or if unit economics do not improve by Month 12, the
pilot should not simply continue scaling by inertia.

14.2.2.7 Interpretation and implication

The key implication is that the 50,000 / 2,000 Year -1 target is credible only as an operational
system build, not as a marketing campaign. The report should therefore be explicit that the
target depends on all of the following being true at the same time:

1 targeted cooperative mobilisation rather than broad untargeted attendance;
1 afully staffed conversion engine with follow -up discipline;

1 one -household record reconciliation across tools;

1 clear completion gates for tier progression;

1 live unit pipelines with matchable metadata;

1 amaintained Tier 7 standby pool by geography and typology; and

1 controlled Tier 8 activation only at allocation.

If these conditions are not met, the likely outcome is not graceful underperformance; it is an
inflated early -tier list with weak completion, thin standby depth, and low guarantee
relevance. That risk is already identified in the report and is precisely wh y scaling must remain
gate -driven and evidence -led.

14.2.3 lllustrative linkage to a live pilot pipeline: Placemakers Mlolongo Phase 1

To make the pilot operational rather than theoretical, the waiting list and guarantee model

should be linked to at least one named, real supply pipeline from the start. For pilot -design
purposes, Placemakers Mlolongo Phase 1 is a suitable illustrative first pipeline because it
provides a defined unit mix, an identifiable peri -urban location within the Nairobi ~ dMombasa
growth corridor, and a practical test case for whether verified waiting -list demand can be
converted into disc iplined off -take.
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This should be presented in the report as an illustrative pilot linkage , not as an automatic
allocation decision. Live matching to Mlolongo should occur only once the operator
company has been established, the governance bodies have approved the project as an

eligible pilot pipeline, the required unit metadata has been ingest ed, and an off -take
pathway has been documented with Empowa and the selected off -taker. This remains fully
consistent with the reportds broader dessdengand, | ogi c:
Pngme provides affordability and readiness analytics, Empowa executes matching and off -
take workflows, Placemakers provides supply, and the guarantee is activated only at
allocation under strict governance.

Table 13A: lllustrative first live pipeline linkage for the pilot

ltem lllustrative pilot position

Pilot geography Mlolongo / greater Nairobi  dMombasa corridor

Pilot project Placemakers Mlolongo Phase 1

Supply -side actor Placemakers

Indicative off -take Empowa -led matching and rent  -to-own / structured off -take
execution pathway pathway, subject to final agreement

NACHU-led cooperative mobilisation, supported by Pngme

Demand source
onboarding and profiling

To be approved by the THWG operator company, WLSC and GFC
Governance status .

once constituted

Geography, typology, affordability band, deposit readiness,

Matching basis ) )
record completeness, and allocation -pack readiness

Tier 8 activation only at allocation to a specific household and

Guarantee status . .
specific unit
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Figure 42: Mlolongo Housing Typologies 1

Based on the uploaded Milolongo investment model, Phase 1 contains ¢.195.5 units ,
comprising approximately  19.55 bedsits, 78.2 one -bedroom units, 78.2 two -bedroom units
and 19.55 three -bedroom units . For practical matching purposes, the family -unit supply mix is
therefore heavily concentrated in one -bedroom and two -bedroom stock , with a narrower
three -bedroom tranche. The same model indicates indicative monthly rent bands of
approximately:

1 KES 16,000 for bedsits,

1 KES 25,000 for one-bedroom units,

1 KES 34,000 for two-bedroom units, and
1 KES 44,000 for three-bedroom units ,

with a two -month deposit assumption in the operating model.
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