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Dear Sir,

g
RE: SUBMISSION OF THE AUDITED FINANCIAL STATEMENTS FOR THE OFFICE OF THE AUDITOR GENERAL
INSTITUTION, STAFF CAR LOAN AND STAFF MORTGAGE SCHEMES FOR THE FINANCIAL YEAR 2024/2025

Reference is made to the contract between The National Assembly and PKF Kenya LLP dated 22 October 2024
for the provision of external audit services for tTFs ICE0Tthe Auditor General.

We have attached herein two (2) copies each of the audited financial statements for the Office of the Auditor-

General, Staff Car Loan Scheme and Staff Mortgage Scheme for the financial year ended 30 June 2025.
S—————

We have also attached herein the second (60% of the contract price) and third (30% of the contract price)
invoices payable as per the contract referred to above.,

If you require any clarifications, please get in touch with Kennedy Wachira on kwachira@ke.pkfea.com with copy
to both Asif Chaudhry on achaudhry@ke.pkfea.com and Mike Kimundu on mkimundu@ke.pkfea.com

Yours f ithfully/
]
/

Asif Chaudhry
Partner
PKF Kenya LLP

Cc:

The Auditor-General

Office of the Auditor-General
P.O. Box 30084 — 00100
Nairobi

Partners: A. Vadher, P. Shah, R. Mirchandani, C. Oguttu®*, A. Chaudhry, K. Shah, M Mburugu, G. Santokh, D. Shah, S. Alibhai, L. Abreu, w

P. Kuria, N. Shah, J. Shah, E. Njuguna, P. Kahi, A. Chandria, M. Kimundu, S. Chheda*, M. Bhavsar, C. Mukunu, K. Bharadva, S. D'Cruz

(*British, **Ugandan} ‘p
PKF Kenya LLP is registered in Kenya as a limited liability partnership, Registration number LLP-8519PL, under the Limited Liability Partnership Act, 201 &

PKF Kenya LLP is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate and independent legal entity \\M
and does not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm(s). ‘ \
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‘l P K F PKF Kenya LLP
’ Kalamu House, Grevillea Grove, Westlands

P O. Box 14077, 00800
Nairobi, Kenya

+254 20 7766400, +254 732 144000
Email: pkfnbi@ke.pkfea.com
www.pkfea.com

INVOICE
Our PIN: P051130467R
Your PIN: P051098787X
O NS SRS P CU SN No..KRAMW002202111011462
Date: 05/12/2025 A ‘
/N %
The National Assembly of Kenya /S RECE!VED )
P O Box 41842 - 00100 f '
Nairobi !
2 \ o

Email:clerk@parliament.go.ke <=1
Final Fee Note: “Y ks gy P

\'EW“IT‘G’(\ K>

W
Description H.S code
A. Financial statements and Staff Mortgage and Staff Car Loan Scheme for FY 2,093,899.00

2024-2025

3rd payment: Thirty (30) percent of the total contract price for the financial
statements and mortgage and car loan scheme for FY 2024-2025 upon
submission and approval of the final reports.

Disbursements:

Travelling and lunch allowances 110,000.00
Total Excl: 2,203,899.00

16% VAT: 352,623.84
Total: W

-
——

With Compliments
E.&O.E.
AC/mmm

NOTE:

The Income Tax Act requires you to deduct 5% withholding tax on payment of Kshs. 24,000.00 or more in @ month, excluding disbursements and VAT, The
Withholding Tax is payable to the Commissioner within 5 working days of accruing the invoice in your books/making payment of the invoice whichever comes first.
The VAT Act requires you to deduct 2% withholding VAT on the gross value of the invoice if appointed as a Withholding VAT agent.

The Withholding VAT is payable to the Commissioner within 5 working days of making payment of the tax invoice. The payment should be made through the Kenya
Revenue Authority's ITax System

Bank Details:
Account Name : PKF Kenya LLP (KES Account)

Bank . Habib Bank A. G. Zurich
Branch : Westlands

Account 1109745

Swift Code : HBZUKENA

Sort Code 17

Branch Code :003

Partners: A Vadher, P. Shah, R. Mirchandani, C. Oguttu®*, A. Chaudhry, K. Shah, M Mburugu, G. Santokh, D. Shah, S. Alibhai, L. Abreu, P. Kuria, N. Shah, J. Shah, E.
Njuguna, P. Kahi, A.Chandria, M. Kimundu, S. Chheda®, M. Bhavsar, C. Mukunu, K Bharadva, S. O'Cruz (*British, **Ugandan)

PKF Kenya LLP is registered in Kenya as a limited liability partnership, Registration number LLP-8519PL, in accordance with the Limited Liability Partnership Act, 2011.

PKF Kenya LLP is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate and independent legal entity and does
not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firms.
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P K F PKF Kenya LLP
v Kalamu House, Grevillea Grove, Westlands

P O. Box 14077, 00800
Nairobi, Kenya

+254 20 7766400, +254 732 144000
Email: pkfnbi@ke.pkfea.com
www.pkfea.com

INVOICE

Our PIN: P051130467R

Y PIN: P051098787X
o 8 CU SN No.:KRAMW00220211101 1462

Invoice No: P12085A25
Date: 05/12/2025

The National Assembly of Kenya
P O Box 41842 - 00100

Nairobi

Email: clerk@parliament.go.ke

Final Fee Note:

Py e
Description W H.S code

A. Financial statements and Staff Mortgage and Staff Car Loan Scheme for FY 4,187,799.00
2024-2025:

2nd Payment Sixty (60) percent of the total contract price for the financial
statements and mortgage and car loan scheme for FY 2024-2025 upon
submission and approval of draft reports.

KSHS

Disbursements:

Travelling and lunch allowances —220.000.00

Total Excl: 4,407,799.00

16% VAT: 705,247.84

Total: 5,113,046.84

With Complimgats
E.& O.E. \

AC/mmm EJ

NOTE: -
The Income Tax Act requires you to deduct 5% withholding tax on payment of Kshs. 24,000.00 or more in a month, excluding disbursements and VAT. The

Withholding Tax is payable to the Commissioner within 5 working days of accruing the invoice in your books/making payment of the invoice whichever comes first.
The VAT Act requires you to deduct 2% withholding VAT on the gross value of the invoice if appointed as a Withholding VAT agent.

The Withholding VAT is payable to the Commissioner within 5 working days of making payment of the tax invoice. The payment should be made through the Kenya
Revenue Authority's ITax System

Bank Details:
Account Name : PKF Kenya LLP (KES Account)

Bank :Habib Bank A. G. Zurich
Branch : Westlands

Account 1109745

Swift Code : HBZUKENA

Sort Code g

Branch Code :003

Partners: A Vadher, P. Shah, R. Mirchandani, C. Oguttu®*, A. Chaudhry, K. Shah, M. Mburugu, G. Santokh, D. Shah, S. Alibhai, L. Abreu, P. Kuria, N. Shah, J. Shah, E.
Njuguna, P. Kahi, A.Chandria, M. Kimundu, 5. Chheda®, M. Bhavsar, C. Mukunu, K. Bharadva, S. D'Cruz (*British, **Ugandan)

PKF Kenya LLP is registered in Kenya as a limited liability partnership, Registration number LLP-8519PL, in accordance with the Limited Liability Partnership Act, 2011.

PKF Kenya LLP is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate and independent legal entity and does
not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firms.
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Office of The Auditor-General Staff Car Loan Scheme
Reports and Financial Statements
For the year ended 30 June, 2025

1. Abbreviations, Acronyms and Glossary of Terms
A. Abbreviations and Acronyms

AWAK Association of Women Accountants of Kenya
CBS Chief of the Order of the Burning Spear

CHRP Certified Human Resource Professional

HFC Housing Finance Company Ltd

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
ISACA Information Systems Audit and Control Association
KSHS Kenya Shillings

OAG Office of the Auditor-General

PFM Public Finance Management

PSASB Public Sector Accounting Standards Board

SRC Salaries and Remuneration Commission

TNT The National Treasury

B. Glossary of Terms

Fiduciary Management- Members of management entrusted directly with the
responsibility and trust for the Scheme’s financial resources.

Accrual Basis- a basis of accounting under which transactions and other events
are recognized when they occur (and not only when cash or its equivalent is
received or paid). Therefore, the transactions and events are recorded in the
accounting records and recognized in the financial statements of the periods to
which they relate. The elements recognized under accrual accounting are assets,
liabilities, net assets/equity, revenue and expenses.

Assets- are resources controlled by an entity as a result of past events and from
which future economic benefits or service potential are expected to flow to the
entity.

Expenses- are decreases in economic benefits or service potential during the
reporting period in the form of outflows or consumption of assets or incurrences of
liabilities that result in decreases in net assets/equity, other than those relating to
distributions to owners.

Revenue- is the gross inflow of economic benefits or service potential during the
reporting period when those inflows result in an increase in net assets/equity, other
than increases relating to contributions from owners.

1



Office of The Auditor-General Staff Car Loan Scheme
Reports and Financial Statements
For the year ended 30 June, 2025

2. Key Scheme Information and Management

a) Background Information

The Office of the Auditor-General Staff Car Loan Scheme is a Revolving Fund
established and administered as provided for under Section 24 (4), (5), (6) and (7) of
the Public Finance Management (PFM) Act, 2012 and Regulation 127 (1) and (2) of
the PFM (National Government) Regulations, 2015. Further, the Scheme was
established pursuant to the Salaries and Remuneration Commission Circular Ref. No.
SRC/ADM/CIR/1/13 Vol. Ill (128) dated 17 December, 2014 which provided the
Guidelines for access of Mortgage and Car Loan benefits by state and public officers.
The objective of the Scheme is to provide low interest car loans to the Staff of OAG for

acquisition of motor vehicles.

For proper management of the Scheme as provided for in the SRC Circular under
reference, the Office of the Auditor-General developed Staff Car loan and Mortgage
Scheme Guidelines and adopted the PFM Act, 2012 and PFM Regulations, 2015 to

guide in the operationalization of the Scheme.

The Auditor-General appointed an eight-member Management Committee to
undertake the day to day running of the Scheme on her behalf. The main role of the
Committee is to evaluate and approve applications and submit the same for
processing by the appointed Service Providers (Housing Finance Company Limited
and Co-operative Bank of Kenya) in line with the Guidelines.

The Scheme is wholly owned by the Office of the Auditor-General and domiciled in

Kenya.

b) Principal Activities

The principal activity of the Scheme is to provide low interest loans to the staff of the
Office of the Auditor-General for purchase of new or second-hand motor vehicles for

enhanced mobility to and from work.

11



Office of The Auditor-General Staff Car Loan Scheme

Reports and Financial Statements
For the year ended 30 June, 2025

c) Scheme Management Committee

! FCPA Nancy Gathungu, CBS Scheme Administrator

1
2: CPA Isaac Ng'ang'a Scheme Accountant
3. CPA Dr. Leonard Lari Chairman
4. CPA Mercy Mukiri Vice Chairman
9 CISA Nicholas Mbithi Member
6. CPA Christopher Mwinamo Member
. CPA Deborah Omoke Member
8. CS Milcah Ondiek Member
9. CHRP Collins Kiptoo Secretary

d) Fiduciary Oversight Arrangements

CPA Emily Nabucha Director, Internal Audit

2. CPA Dr. Leonard Lari Scheme Committee Chairman
3. CHRP Collins Kiptoo Scheme Committee Secretary

e) Registered Offices

Scheme Headquarters
Office of the Auditor-General
Anniversary Towers 3™ Floor

University Way

P.O. Box 30084-00100, Nairobi, Kenya

Telephone: (254) 020-3214000

E-mail: info@oagkenya.go.ke
Website: www.oagkenya.qo.ke

v




Office of The Auditor-General Staff Car Loan Scheme
Reports and Financial Statements
For the year ended 30 June, 2025

f) Scheme Contacts

OAG Headquarters, Nairobi
Anniversary Towers 3™ Floor
University Way

P.O. Box 30084-00100
Telephone: (254) 020-3214000
E-mail: info@oagkenya.go.ke

Website: www.oagkenya.go.ke

g) Scheme Bankers

Housing Finance Company Limited, Mortgage Division

Head Office: Rehani House, Kenyatta Avenue / Koinange Street
P.O. Box 30088-00100

Mobile number: 0709 438 000 & 0709 438 888

Email: customer.service@hfgroup.co.ke or mybank@hfgroup.co.ke

Co-operative Bank of Kenya Limited,
Co-operative Bank House, Haile Selassie Avenue
P.O. Box 48231-00100

Tel number: (020) 3276100

Website: www.co-opbank.co.ke

h) Independent Auditors
PKF Kenya LLP

Certified Public Accountants
P.O. Box 14077, 00800

Nairobi, Kenya

i) Principal Legal Adviser

The Attorney General,

State Law Office and Department of Justice, Harambee Avenue
P.O. Box 40112-00200 City Square

Nairobi, Kenya
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3. The Scheme Management Committee

CPA Dr. Leonard Lari

Dr. Lari is the Chairman of the Management Committee. He holds a
PhD (Finance), Master's Degree in Commerce (Forensic
Accounting), Bachelor Degree (Economics and Business Studies)
and is a Certified Public Accountant (K). Dr. Lari is a member of the
Institute of Certified Public Accountants (ICPAK). He has over 30
years’ experience in Financial audit in the public sector. Dr. Lari is a
Deputy Auditor General - Financial Audit Services in the Office of the
Auditor-General.

CPA Mercy Mukiri

CPA Mukiri is the Vice Chairman of the Management Committee.
She holds a Master's in Business Administration (Finance),
Bachelor of Commerce (Business Management) Degree and is a
Certified Public Accountant (K). She has 30 years' experience in
financial auditing in the public sector. She is a member of the
Institute of Certified Public Accountants (ICPAK). CPA Mukiri is a
Director of Audit in the Office of the Auditor-General.

CHRP Collins Kiptoo

CHRP Kiptoo is the Secretary of the Management Committee. He
holds Master of Business Administration in Human Resource
Management, Bachelor of Arts Degree in Government and Public
Administration, Higher Diploma in Human Resource Management
and is a Certified Human Resource Professional (CHRP). He has
19 years' experience in the public sector. CHRP Kiptoo is a
practicing member of the Institute of Human Resource
Management and is the Manager, Human Resources in the Office
of the Auditor-General.

CS Milkah Ondiek

CS Ondiek is a member of the Management Committee. She holds
a Bachelor's Degree in Law (LLB) and a Post Graduate Diploma
from Kenya School of Law. CS Ondiek is the Manager Legal
services in the Office of the Auditor-General and is the Legal
Advisor to the Committee. She is also an Advocate of the High
Court of Kenya.

Vi
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The Scheme Management Committee (Continued)

CPA Deborah Omoke

CPA Omoke is a member of the Management Committee. She holds
a Master of Business Administration (Finance and Accounting),
Bachelor's Degree in Business Management (Finance and
Banking) and is a Certified Public Accountant (K). She has
over 15 years’ experience in the private and public sector, majoring in
Finance and Accounting. She is a member of the Association of
Women Accountants of Kenya (AWAK) and the Institute of Certified
Public Accountants (ICPAK). CPA Omoke is a Finance Officer in
the Office of the Auditor-General.

CPA Christopher Mwinamo

CPA Mwinamo is a member of the Management Committee. He holds
a Bachelor of Commerce Double Major and Masters of Arts in Project
Planning and Management. Has over 23 years of experience in
Finance, Consultancy and Audit in the private and public sector. He
is a member of Institute of Certified Public Accountants (ICPAK) and
is an ICPAK Certified Audit Practitioner. CPA Mwinamo is a
Principal Auditor in the Office of the Auditor-General.

CISA Nicholas Mbithi

CISA Mbithi is a member of the Management Committee. He holds
a Master of Science (Information Systems), Bachelor of Commerce
(Accounting) and is a CISA (Certified Information Systems
Auditor). He has over 20 years’ experience in the Private and Public
Sector, majoring in Accounting and Information Systems. He is a
member of ISACA. CISA Mbithi is a Deputy Director - ICT in
the Office of the Auditor-General.

vii
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For the year ended 30 June, 2025

4. Chairman’s Report

The Staff Car Loan Scheme is a Revolving Fund for
OAG staff established and administered as provided
under Section 24 (6) (7) of the PFM Act, 2012 and
Regulation 127 (1) (2) of the PFM (National
Government) Regulations, 2015. Further the Fund
was established pursuant to SRC Circular Ref. No.
SRC/ADM/CIR/1/13  Vol. IlI (128) dated 17
December, 2014.

The Scheme is administered by the Auditor-General
through a Management Committee whose role is to evaluate and recommend loan
applications for processing in line with the Guidelines. The Auditor-General has
enlisted the services of Housing Finance Company Limited and the Co-operative Bank
of Kenya to provide Scheme management services to the Management Committee

which includes but not limited to financial, legal and valuation services.

The Scheme was established and operationalized with effect from 13 June, 2016 to
support employees to purchase new or second-hand motor vehicles for enhanced
mobility to and from work as a way of motivation and retention of staff at OAG. The
initial seed capital of Kshs.50 million was transferred to the Scheme account at

Housing Finance Company Limited on 25 July, 2016.

Since its inception, a total of Kshs.303,411,300 had been received by the Scheme
from The National Treasury through the Office of the Auditor-General and in
FY2023/2024, an amount of Kshs.130,000,000 was transferred to the Staff Mortgage
Scheme for issuance to staff whose applications had been approved.

Over the years, the Scheme has earned a total of Kshs.55,261,522 as interest on
deposits net of withholding tax, while an amount of Kshs.290,308,444 has been repaid
by the beneficiaries. The scheme has since supported two hundred and twenty-one
(221) members of staff and disbursed Kshs.311,100,521. The Scheme Bankers

viii
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continue to carry out due diligence for all the loan applications so as to minimise risks

20| OAG

I OFFICE OF THE AUDITOR-GENERAL
REPUBLIC OF KENYA et Au ot

in acquiring motor vehicles.

The main challenges witnessed during the year under review included the following:

4+ Limited budgetary allocations and over-reliance on initial seed capital without
adequate mechanisms to replenish the funds.

+ Loan demand often exceeds available resources, leading to delays or partial
financing.

4+ Low interest earned on free funds often between 2% to 4% per annum hence
generating insufficient income to grow the Scheme.

4+ Rising motor vehicle prices due to inflation and policy changes e.g. changes in
housing levy affect repayment affordability.

4 Non-compliance with the requirements by some applicants leading to failure to
secure funding.

4+ Lengthy turnaround/processing time for car loan applications.

Way Forward
The Scheme intends to lobby The National Treasury and the National Assembly for

additional funding and also continue to sensitize the staff on the Scheme.

The Management Committee shall endeavour to support more OAG staff to realize
their dreams of owning personal cars through the continuous engagement with

Scheme Bankers in the coming years.

[
—_———

Signed:
CPA Dr. Leonard Lari

Management Committee Chairman
ICPAK Member: 2981

Date: 4 December, 2025

1X
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Office of The Auditor-General Staff Car Loan Scheme
Reports and Financial Statements
For the year ended 30 June, 2025

5. Report of the Scheme Administrator

It is with great pleasure that | present to you the
OAG Staff Car Loan Scheme financial statements
for the year ending 30 June, 2025 which show the
state of the Scheme'’s affairs.

The Scheme ensures prudent financial
management and reporting in line with the Public
Financial Management (PFM) Act, 2012, Public
Financial Management Regulations, 2015 and

International Public Sector Accounting Standards
(IPSAS). As a result, the Scheme has been

efficient and effective in meeting its mandate.

The implementation and administration of the Scheme is overseen by the Staff
Mortgage and Car Loan Committee in liaison with the appointed Service Providers.
The Committee meets regularly to consider loan applications and make

recommendations to the service providers.

Since its inception, the Scheme has received funding from the Exchequer through the
Office of the Auditor-General amounting to Kshs.303,411,300. In the same period, the
Scheme realized interest income of Kshs.55,261,522 net of withholding taxes, and
Kshs.290,308,444 had been repaid by the loan beneficiaries.

During the year under review, the interest earned was a total of Kshs.4,053,633 from
bank deposits and a total of Kshs.900,090 from staff car loans advanced. In the same
year, the Scheme incurred expenses an amount of Kshs.900,090 in management
costs and an amount of Kshs.608,045 withholding tax charged at 15% on bank interest
earned.

| wish to report that two hundred and twenty-one (221) OAG staff members benefited
from an amount of Kshs.311,100,521 disbursed as car loans. This benefit has

enhanced the realization of a highly motivated and committed staff.

OFFICE OF THE AUDITOR-GENERAL
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For the year ended 30 June, 2025
The Scheme closed with a cash and cash equivalent balance of Kshs.198.3 million

held in affixed deposit account, while the loans outstanding from the staff amounted
to Kshs.20.79 million.

Future Outlook of the Scheme

The future of the Scheme looks bright as the Office continues to lobby for more funds
from the Exchequer to enable more employees to benefit from the Scheme. In the long
run, the Scheme is expected to be self-sustaining whereby funds received from loan

repayments will be adequate to cater for future funding demands.

Appreciation

| take this opportunity to express my appreciation to the Management Committee for
steering the Scheme and to The National Treasury for the continued funding. | also
appreciate the Staff members and all other stakeholders for their support without which

the Scheme’s objectives wouldn’t have been realized.

| look forward to seeing the Scheme facilitate more OAG staff to realize their goals of
owning a motor vehicle in the coming years, which will go a long way in attracting and

retaining staff, in addition to boosting their morale and job performance.

Signed: _@L

FCPA Nancy Gathungu, CBS
Auditor-General/Scheme Administrator
ICPAK Member No: 4893

Date: 4 December, 2025

X1
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REPUBLIC OF KENYA I

6. Statement of Performance Against Predetermined Objectives

Section 81 (2) (f) of the Public Financial Management Act, 2012 requires that at the end of
each financial year, the Accounting Officer, when preparing financial statements of each
National Government Entity in accordance with the standards and formats prescribed by
the Public Sector Accounting Standards Board, includes a statement of the national entity’s

performance against predetermined objectives.

To achieve the objective of the SRC Circular Ref. No. SRC/ADM/CIR/1/13 Vol. Il (128)
dated 17 December, 2014 that initialized the establishment of the Scheme, the Office set
the key strategic objective of the Scheme as being to attract, retain and motivate a

competent, effective and efficient workforce.

The Scheme’s performance against predetermined objectives is as outlined below:

To attract, retain | Increased number of staff | Number of In FY2024/2025, there
and motivate a accessing the car loans. staff and the were no applications
competent, percentage of | for the purchase of
effective and staff applicants | cars.

efficient who accessed | Cumulatively, a total of
workforce. the car loans. | 221 staff have

benefited from the
Scheme since its
inception out of the
245 applicants, and
this translates to
90.2% performance.
This has led to a
motivated workforce

and retention of staff.

Xii
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7. Corporate Governance Statement

(i) The Staff Car Loan Scheme

The Staff Car Loan Scheme is a Revolving Fund established pursuant to the SRC Circular
Ref. No. SRC/ADM/CIR/1/13 Vol. lll (128) dated 17 December, 2014 and in accordance
with Section 24(4)(5)(6) and (7) of the Public Finance Management (PFM) Act, 2012 and
Regulation 127 (1) (2) of the PFM (National Government) Regulations, 2015. Its mandate

is to provide low interest car loans to OAG staff members.

The Scheme is committed to ensuring compliance with regulatory and corporate
governance requirements. A formal governance structure with a committee at the apex is
essential in the establishment of a corporate governance framework in the Scheme. The
operation of the Scheme is governed by the PFM Act, 2012, the PFM Regulations, OAG
Staff Car Loan and Mortgage Scheme Guidelines, SRC Circulars, The National Treasury

Circulars and other relevant legislations.

(ii)) The Scheme Management Committee

The Guidelines for the Staff Car Loan and Housing Mortgage Scheme, 2016 (revised 2019)
provide for the appointment of a Committee and service providers of the Scheme. The
Committee consists of eight members including the Chairman and a Secretary, appointed
by the Auditor-General to oversee the running of the Scheme on her behalf. One member,
CPA Hannah Mwaura, exited in April, 2024 and has not been replaced. The Committee is
responsible for the long-term strategic direction of the Scheme, and it exercises leadership,

integrity and judgement in the direction of the Scheme.

The functions and duties of the Management Committee are as follows:

a) Liaise with the service providers to set up a revolving fund for the disbursement of
the loans.

b) Supervise the administration of the scheme.

c) Process applications for loans in accordance with the existing terms and conditions
of borrowing.

d) Forward successful applications with recommendations to the service providers for
approvals.

e) Any other scheme related administration activities.
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The Committee is provided with timely information from the service providers that enables
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it to maintain full and effective control over strategic, financial, operational and compliance
issues. The day to day running of the Scheme is delegated to the appointed Service
Provider but the Committee is responsible for establishing and maintaining the Scheme’s

system of internal controls for the realisation of its mandate.

(iii) Committee Meetings

The Committee meets quarterly or as required to monitor and review the Scheme’s
operations. The Committee also plays an oversight role over financial and operational
issues of the Scheme.

CPA Dr. Chairman | v 7 v X v 7 v v

Leonard Lari

CPA Mercy Vice

Mukiri Chairman v s X v X x o :
CISA Nicholas

Mbithi Member v v v v X v o 4
CPA

Christopher Member v v X X v X v v
Mwinamo

CPA Deborah

Ol Member v X X V4 4 v 54 v
CS Milcah

Orelisk Member v v v v v v X v
CHRP Collins | gocratary | v v v v v v v v
Kiptoo

(iv) Committee Remuneration

The Committee Members have not earned any remuneration since the inception of the
Scheme. However, the members continue to discharge their duties diligently on a pro bono

basis.

(v) Statement of Compliance

The Committee confirms that the Scheme has, throughout the financial year, complied with
all statutory and regulatory requirements and that the Scheme has been managed in
accordance with the principles of good corporate governance. Further, the Scheme

complied with the values and principles of public service.

X1V



Office of The Auditor-General Staff Car Loan Scheme
Reports and Financial Statements
For the year ended 30 June, 2025

(vi) Internal Control and Risk Management

The Committee is responsible for reviewing the effectiveness of the Scheme’s system of
internal control, which is designed to provide reasonable assurance regarding the
safeguarding of assets against unauthorized use or disposal and for the maintenance of
proper accounting records and reliability of financial information used within the business
or for publication. These controls are designed to manage rather than eliminate the risk of
failure to achieve business objectives due to circumstances which may reasonably be
foreseen and can only provide reasonable assurance and not absolute assurance against

material misstatement or loss.

(vii) Audit
The Scheme is audited and reported on by a professionally qualified accountant appointed

by the National Assembly in accordance with Article 226(4) of the Constitution of Kenya,
2010.

The audit issues raised in the previous financial years 2022/2023 and 2023/2024 were
resolved, and the Scheme Financial Statements were reported to present in all material
respects the true financial position of the Scheme. The auditors of the Scheme issued an
Unmodified Audit Opinion.
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8. Management Discussions and Analysis
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(i) The Scheme’s Operational and Financial Performance

The Scheme was established in 2016 with the objective of providing low interest loans to
the staff of the Office of the Auditor-General for the purchase of new or second-hand motor
vehicles for enhanced mobility to and from work. The Auditor-General has the overall
responsibility for the Scheme and has appointed a Management Committee to oversee the
implementation and administration of the Scheme in liaison with the contracted external

service provider.

Performance Trend Analysis for the Last Five (5) Years

K

shs Kshs Kshs Kshs Kshs
Interest on Deposits @ 2.5% | 12,182,598 | 11,733,780 | 5,813,799 | 3,179,075 | 3,986,998
Interest on Deposits @ 4% - - - - 66,635
Interest from Loanees @ 3% 2,753,631 | 2,572,382 | 2,152,295 | 1,597,638 900,090
Total Revenues 14,936,229 | 14,306,163 | 7,966,094 | 4,776,713 | 4,953,723
Management Expense @ 3% | 2,753,631 | 2,672,382 | 2,152,295 | 1,597,638 900,090
Other Expenses 117,370 - - -
Total expenses 2,871,001 | 2,572,382 | 2,152,295 | 1,597,638 900,090
Withholding Taxes @ 15% 1,827,390 | 1,760,067 872,070 476,861 608,044
Surplus for the period 10,237,838 | 9,973,713 | 4,941,729 | 2,702,214 | 3,445,589

It is expected that the Scheme will be self-sustaining in future as more and more loan

repayments get ploughed back to the Revolving Fund.

Interest Income

During the FY 2024/2025, there was a slight increase of 4% in interest income earned. The
Scheme earned a total interest income of Kshs.4,953,723 compared to Kshs.4,776,713
earned in FY 2023/2024. The interest income from the deposit account earned increased
to an amount of Kshs.4,053,633 from an amount of Kshs.3,179,075 in FY 2023/2024. This
interest from deposits was earned at a rate of 2.5% and 4% from HFC Ltd and Co-operative
Bank respectively. The interest income from Loanees decreased from an amount of
Kshs.1,597,638 to an amount of Kshs.900,090 at an interest rate of 3% as stipulated in the
SRC Circular.
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The interest performance trends during the periods is as shown below;

Kshs Kshs Kshs

Kshs Kshs

Interest Income from

Deposits at @2.5% 12,182,538 { 11,723,760 5,813,799 | 3,179,075 | 3,986,998
Interest Income from ) ) i i

Deposits @4% 66,635
Interest Income from

Loanees 3% 2fRd,001 || &002,082 2,152,295 | 1,597,638 900,090
Total 14,936,229 | 14,306,162 | 7,966,094 | 4,776,713 | 4,953,723

Management Expenses

Management expenses relate to interest on car loans that is charged at 3% per annum on
a reducing balance basis as provided for in the contract agreement and is paid to the service
providers; HFC Ltd and Co-operative Bank. During the year under review, Kshs.900,090
was earned as interest from Loanees as compared to Kshs. 1,597,638 in FY 2023/2024
translating to a 44% decrease. This decline is attributed to the decrease in the number of

staff who accessed the car loans and some staff clearing off their loans.

Management Costs
3,000,000
2,500,000
2,000,000
1,500,000
1,000,000
500,000

Amounts in Kshs

2024/25
900,090

2022/23
2,162,295

2023/24
1,697,638

2020/21
2,753,631

2021/22
2,572,382

® Management costs
Withholding Taxes
HFC Ltd and Co-operative Bank withheld and paid tax on the interest of Kshs.608,044
charged at a rate of 15% on the interest earned from an amount of Kshs.4,053,633 during
the year compared to an amount of Kshs.476,861 withheld and paid on interest income of
Kshs.3,179,075 during FY 2023/2024.
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Taxes
2024/25 ]
2023/24
2022/23 ]
2021/22 i
2020/21 ]
200,000 400,000 600,000 800,000 1,000,000 1,200,000 1,400,000 1,600,000 1,800,000 2,000,000
2020/21 2021/22 2022/23 2023/24 2024/25
OTaxes 1,827,390 1,760,067 872,070 476,861 608,044

Revolving Funds

Since its inception, the Scheme has received funding from the Exchequer amounting to
Kshs.303,411,300. During the year under review, there were no transfers to the Scheme
since there was no budgetary allocation due to stringent measures put in place by the
Government. In FY 2023/2024, an amount of Kshs.130,000,000 was transferred from the
Car Loan Scheme to the Mortgage Scheme to be issued to successful applicants of

mortgage loans, since the car loan uptake was low as compared to mortgage uptake.

Kshs Kshs Kshs Kshs Kshs
Opening Balance 281,411,100 | 281,411,100 | 303,411,300 | 303,411,300 | 173,411,300
Additional during
the year - | 22,000,200 - - -
Transfers to
Mortgage Scheme - - - | (130,000,000) -
Closing Balance 281,411,100 | 303,411,300 | 303,411,300 | 173,411,300 | 173,411,300

(ii) Scheme’s Key Projects or Investment Decisions Implemented or Ongoing

The Office has continued to support the Staff Car Loan Scheme with the intention of
providing low interest loans to staff for the purchase of motor vehicles to conveniently
commute to and from their workplaces. The Scheme’s unspent funds held by the Scheme
Bankers were invested in an on-call deposit account. Interest of Kshs.3,986,998 was
earned at the rate of 2.5% on funds held at HFC Ltd, and an amount of Kshs.66,635 was
earned at the rate of 4% on funds held at the Co-operative Bank of Kenya.
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(iii) Loans Status

Since its inception, total loans of Kshs.311,100,521 have been disbursed to two hundred
and twenty-one (221) staff. During the year, the Scheme did not receive any applications
for car loans compared with two (2) successful applications in FY 2023/2024. Total

recoveries from successful applicants to date amounted to Kshs.290,308,444.

Successful 29 18 14 2 0
Applications

Loans Issued 38,233,500 | 26,833,000 | 24,230,875 3,019,929 0

Principal Loan 46,140,252 | 37,397,745 | 35,056,851 | 27,722,350 | 17,323,466
Recoveries
Loans 84,208,685 | 73,643,940 | 62,817,964 | 38,115,544 | 20,792,077
Outstanding

(iv) Scheme’s Compliance with Statutory Requirements

The Scheme is required to comply with various laws and constitutional provisions, which
include the PFM Act,2012, and the PFM Regulations, 2015. The Scheme has, throughout
the financial year, complied with all statutory and regulatory requirements and the Scheme

has been managed in accordance with the principles of good corporate governance.

(v) Major Risks Facing the Scheme, Material Arrears in Statutory/Financial
Obligations

a) Liquidity risk: this is the risk that the Scheme will not be able to meet the financial
obligations when they fall due. This risk has been managed over the years by
ensuring that budget funds were allocated to the Scheme and the capital repayments
plus interest earned on deposits are ploughed back to the Scheme on a monthly

basis.

b) Compliance and regulatory risks: these are risks associated with non-compliance
with the applicable laws and regulations, which could result in litigation and conflict
of interest. Changes in regulations or laws governing the Schemes can impact their

implementation and sustainability.

c) Market risks: this includes interest rate risk where changes in market interest rates
can affect the sustainability of the Scheme, funding risk since the Government
directed that there will be no more funding of the Schemes from the Exchequer

hence not sufficient to meet demand and demand and supply risk since the
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Scheme’s success depends on the demand from staff and availability of suitable

motor vehicles.

d) Inflationary risks: rising motor vehicle prices due to inflation can reduce the
purchasing power of the car loan amounts, depending on the cadre of the staff.
Inflation can also impact the beneficiary’s ability to repay loans, particularly if their

salaries do not keep pace with inflation.

e) Credit risk: The Scheme may face credit risk if the beneficiaries default on loan

repayments, which can impact the financial sustainability of the Scheme.

The Scheme does not have any known material arrears in statutory/financial obligations as

at the reporting date.

(vi) The Scheme’s Financial Probity and Serious Governance Issues

To obtain assurance on compliance and prudence in the management of the Scheme's
finances, the Scheme prepares financial statements, which are subjected to both internal
and external audits. The audit findings and recommendations enable the Office to
strengthen the Scheme’s operational and financial systems. There is no case of financial

impropriety or governance issues reported to any government agency during the year.

(vii) Other Relevant Information to the Users of the Financial Statements
Changes in Government policies may lead to changes in the car loan and mortgage

guidelines, which may affect the Scheme operations, e.g. extended repayment periods.
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9. Environmental and Sustainability Reporting

Environmental and Sustainability Responsibility is an integral part of our culture. As a
responsible organisation, we respect the interests of our stakeholders, including the OAG
employees and the wider community, and we actively seek opportunities to improve the

environment and contribute to the well-being of the communities around us.

(i) Financial Sustainability

The Scheme'’s funds are utilised in accordance with the provisions of PFM Act, 2012, PFM
Regulations, 2015 and all other applicable legislation, and for the sole purpose for which

they were intended.

Since its inception in 2016, the Scheme has received Kshs. 303,411,300 from The National
Treasury through the Office of Auditor-General and Kshs.55,261,522 from interest earned
on bank deposits. The loan recoveries from beneficiaries amount to Kshs.290,308,444
which have also been credited back to the Scheme since it's a Revolving Fund for onward

lending to more applicants.

There are currently no loan repayment defaults, and stringent measures are in place to
ensure staff repay their loans as per the signed loan agreements. These measures include
using a check-off system to effect transactions and have the motor vehicles charged to HFC
Ltd and the Co-operative Bank of Kenya. Eventually, the Scheme should be self-sustaining
and not rely on Exchequer funding.

(ii) Environmental Performance

The Scheme operates within OAG’s environment. Care for the environment is one of the
key responsibilities and an important part of the way in which the Scheme operates. Efforts
have been put in place to reduce the environmental impact of the items used and activities
of the Scheme hence remaining sustainable in the long run. This is demonstrated by
ensuring minimal usage of printing papers by sharing and circulating soft copies of
documents as opposed to hard copies, and printing on both sides of paper documents and

pooling of water dispenser units has been put in place to reduce the use of plastic bottles.
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(iii) Employee Welfare

The Office puts employee welfare at the core of its decisions, hence setting up the Scheme
with a lower interest rate of three (3) per cent. The Scheme has enabled employees to
purchase their dream motor vehicles at affordable interest rates. This has ensured that the
Office retains and attracts requisite skills in line with the constitutional principles under
Article 230(5) of the Constitution of Kenya, 2010.

(iv) Market Place Practices
The Office has made efforts to ensure the following:

a) Responsible Competition Practice
The Scheme offers its services to all employees and does not discriminate based on

gender, age, persons living with disability, race or religion.

b) Responsible Supply Chain and Supplier Relations
The Scheme ensures that all the car loan appraisals and award processes are done in a
transparent and accountable manner with full adherence to the provisions of the law and

regulations in place.

c) Responsible Marketing and Advertisement
The Scheme, in conjunction with the Public Relations and Communication and Information
Communication Technology Directorates, provides regular information to OAG staff
regarding the Scheme’s products, services and milestones through emails and newsletters.

The feedback obtained from staff helps in improving the services offered by the Scheme.

d) Product Stewardship
The Scheme upholds the rights and fundamental freedoms as outlined in the Bill of Rights
contained in Chapter 4 of the Constitution of Kenya, 2010.

(v) Community Engagements
During the financial year under review, the Scheme did not participate in community

engagements and other Corporate Social Responsibility (CSR) activities.
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10.Report of the Scheme Committee

The Scheme Management Committee submitted their report together with the audited
financial statements for the year ended 30 June, 2025 which show the state of the Scheme’s

affairs.

(i) Principal Activities
The principal activity of the Scheme is to provide low-interest car loans to the OAG
members of staff for the acquisition of new or second-hand motor vehicles for enhanced

mobility to and from work.

(ii) Performance

The performance of the Scheme for the year ended 30 June, 2025 is set out on pages 1 to
D

(iii) Committee
The members of the Scheme’s Management Committee are as shown on page v.
(iv) Auditors

PKF Kenya LLP were appointed by the National Assembly to audit the financial statements
for 2024/2025 financial year.

By Order of the Committee

CPA Dr. Leonard Lari
Committee Chairman
ICPAK Member: 2981

Date: 4 December, 2025
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11.Statement of Management’s Responsibilities

Section 84 (1) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Administrator of a National Public Fund established under the
constitution or an Act of Parliament shall prepare financial statements for the Fund in
accordance with the standards and formats prescribed by the Public Sector Accounting
Standards Board.

The Auditor-General is the administrator of the Fund and is responsible for the preparation
and presentation of financial statements, which give a true and fair view of the state of affairs
of the Scheme for and as at the end of the financial year ended on 30 June, 2025. This
responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the Scheme; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud; (iv) safeguarding
the assets of the Scheme; (v) selecting and applying appropriate accounting policies; and (vi)

making accounting estimates that are reasonable in the circumstances.

The Auditor-General accepts responsibility for the Scheme'’s financial statements, which have
been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public Sector Accounting
Standards (IPSAS), and in the manner required by the PFM Act, 2012 and SRC circular
SRC/ADM/CIR/1/13 Vol lll (128) of 17 December, 2014 on Car Loan and Mortgage Scheme

for State officers and other public officers of the Government of Kenya.

The Auditor-General is of the opinion that the financial statements give a true and fair view of
the state of the Fund's transactions during the financial year ended 30 June, 2025, and of its

financial position as at that date.

The Auditor-General further confirms the completeness of the accounting records maintained
for the Scheme, which have been relied upon in the preparation of the financial statements

as well as the adequacy of the systems of internal financial control.
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In preparing the financial statements, the Auditor-General has assessed the Scheme's ability
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to continue as a going concern and disclosed, as applicable, matters relating to the use of
the going concern basis of preparation of the financial statements. Nothing has come to the
attention of the Auditor-General to indicate that the Scheme will not remain a going concern

for at least the next twelve months from the date of this statement.
Approval of the Financial Statements

The Scheme's financial statements were approved by the Committee on

Lomlaleas. ... and signed on its behalf by:
FCPA Nancy Gathungu, CBS CPA Dr. Leonard Lari
Auditor-General/Scheme Administrator Committee Chairman
ICPAK Member No: 4893 ICPAK Member: 2981
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12. Report of the Independent Auditor to The National Assembly

Report on the Audit of Financial Statements
Opinion

We have audited the financial statements of the Office of the Auditor-General (OAG) Staff Car Loan
Scheme, set out on pages 1 to 25, which comprise the statement of financial position as at

30 June 2025, and the statement of financial performance, statement of changes in net assets,
statement of cash flow and statement of comparison budget and actual amounts, notes to the
financial statements including summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly in all material respects the
Scheme’s financial position as at 30 June 2025, and of its financial performance and its cash flows for
the year then ended, in accordance with International Public Sector Accounting Standards (IPSAS)
and the requirements of the Public Finance Management Act, 2012.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Scheme and
Office of the Auditor-General in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of the
financial statements in Kenya, and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

We have not determined any matter to be a key audit matter to be communicated in our report.
Other information

The Auditor-General is responsible for the other information. The other information comprises key
scheme information and management, the scheme management committee, chairman’s report,
report of the scheme administrator, statement of performance against predetermined objectives,
corporate governance statement, management discussion and analysis, environmental and
sustainability reporting, report of the scheme committee, statement of management’s
responsibilities and Annex | , Annex II, Annex Il and Annex IV that comprise the annual report but
does not include the financial statements and our audit report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

~ XXV~



& PKF

12. Report of the Independent Auditor to The National Assembly (continued)

Other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of the Auditor-General and those charged with governance of the Office of the
Auditor-General

Auditor-General and those charged with governance are responsible for the preparation and fair
presentation of the financial statements in accordance with the International Public Sector
Standards Board (accrual basis), and the requirements of the Public Finance Management Act, 2012.
and for such internal controls as the management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Auditor-General and those charged with governance are
responsible for assessing the Scheme’s ability to continue as going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the Auditor-
General either intend to liquidate the scheme or to cease operations, or have no realistic
alternatives but to do so.

Those charged with governance are responsible for overseeing the Scheme’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Staff Car Loan Scheme of the Office of the Auditor-
General Financial Statements

Our objectives are to obtain reasonable assurance about whether the scheme financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the Schemes financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:
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12. Report of the Independent Auditor to The National Assembly (continued)

Auditor’s Responsibilities for the Audit of the Staff Car Loan Scheme of the Office of the Auditor-
General Financial Statements (continued)

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

- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Scheme’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Scheme.

- Conclude on the appropriateness of the Scheme’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Scheme’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Scheme to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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12. Report of the Independent Auditor to The National Assembly (continued)

Report on other legal requirements
As required by the Public Audit Act, 2015 we report to you that:

a. We have obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purposes of our audit;

b. In our opinion proper books have been kept by the Scheme, so far as it appears from our
examination of those books; and

c. The Scheme’s financial statements are in agreement with the accounting records.

The engagement partner responsible for the audit resulting in this independent auditor’s report is
FCPA Mohamed Asif Chaudhry, Practising Certificate No. 2059.

For and on behalf of PKF Kenya LLP
Certified Public Accountants

dtstsesesiviypsdss soasssasesusssasnna UNIQUE CODE: 72662251203

1362/25

partners: A. Vadher, P. Shah, R. Mirchandani, C. Oguttu®*, A. Chaudhry, K. Shah, M. Mburugu, G. Santokh, D Shah, S. Alibhai, L. Abreu,

P. Kuria, N. Shah, J. Shah, E. Njuguna, P. Kahi, A. Chandria, M. Kimundu, $ Chheda®, M. Bhavsar, C. Mukunu, K. Bharadva, S. D'Cruz

(*British, **Ugandan)

PKF Kenya LLP is registered in Kenya as a limited liability partnership, Registration number LLP-8519PL, under the Limited Liability Partnership Act, 2011.

PKF Kenya LLP is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate and independent legal entity
and does not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm(s)
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12. Statement of Financial Performance for the year ended 30 June, 2025

Note Kshs Kshs

Revenue from Exchange

Transactions

Interest income from Deposits 6 (a) 4,053,633 3,179,075
Interest income from Loanees 6 (b) 900,090 1,697,638
Total Revenue 4,953,723 4.7T76,T13
Expenditure

Management Costs 7 900,090 1,597,638
Expected Credit Loss 8 4,708,052 -
Total Expenditure 5,608,142 1,597,638
Surplus/Deficit before Tax (654,419) 3,179,075
Less Withholding Tax 9 608,044 476,861
Surplus/Deficit for the year (1,262,463) 2,702,214

The accounting policies and explanatory notes to these financial statements form an

integral part of these financial statements. The financial statements were approved on
Loanllalaozs . and signed by:

.é !2 ——— g T

FCPA Nancy Gathungu, CBS  CPA Dr. Leonard Lari

Auditor-General/Scheme Committee Chairman
Administrator

ICPAK No: 4893 ICPAK No: 2981

CPA Isaac Ng’ang’a

Deputy Auditor General -
Corporate Services/Scheme
Accountant

ICPAK No: 8292
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13. Statement of Financial Position as at 30 June, 2025

Note Kshs Kshs
ASSETS
Non-current Assets
Loans Receivable 11(a) 9,462,031 37,212,509
Total Non-current Assets 9,462,031 37,212,509
Current Assets
Cash and Cash Equivalents 10 193,564,569 171,238,192
Loans Receivable 11(b) 11,330,046 903,035
Due from Scheme Banker 12 9,608,123 15,873,498
Total Current Assets 214,502,738 188,014,725
Total Assets 223,964,769 225,227,234
LIABILITIES
Non-current Liabilities - -
Current Liabilities - -
Total Liabilities - -
NET ASSETS 223,964,769 225,227,234
Revolving Fund s 173,411,300 173,411,300
Accumulated Surplus 14 50,553,469 51,815,934
TOTAL EQUITY 223,964,769 225,227,234

The accounting policies and explanatory notes to these financial statements form an

integral part of these financial statements. The financial statements were approved on
LO4I12) 028 ... and signed by:

§§ — e

FCPA Nancy Gathungu, CBS

Auditor-General/Scheme
Administrator

ICPAK No: 4893

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

CPA Isaac Ng’ang’a

Deputy Auditor General -
Corporate Services/Scheme
Accountant

ICPAK No: 8292
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14. Statement of Changes in Net Assets for the year ended 30 June, 2025

Kshs Kshs Kshs

Balance as at 1 July, 2023 303,411,300 49,113,720 352,525,020
Surplus for the period - 2,702,214 2,702,214
Funds received during the year - - -
Funds transferred to Mortgage

Scheme (130,000,000) - (130,000,000)
Balance as at 30 June, 2024 173,411,300 51,815,934 225,227,234
Balance as at 1 July, 2024 173,411,300 51,815,934 225,227,234
Surplus/deficit for the period - (1,262,463) (1,262,463)
Funds received during the year - - -
Funds transferred to Mortgage

Scheme 5 - N
Balance as at 30 June, 2025 173,411,300 50,553,469 223,964,769

The accounting policies and explanatory notes to these financial statements form an

integral part of these financial statements. The financial statements were approved on
Loulialrexs .. and signed by:

FCPA Nancy Gathungu, CBS
Auditor-General/Scheme
Administrator

ICPAK No: 4893

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

&}_;2_)
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.

CPA Isaac Ng’ang’a
Deputy Auditor General -

Corporate Services/Scheme
Accountant
ICPAK No: 8292
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15. Statement of Cash Flows for the year ended 30 June, 2025

Note Kshs Kshs
Cash flows from operating activities
Receipts
Interest received from deposits 6 (a) 4,053,633 3,179,075
Total Receipts 4,053,633 3,179,075
Payments
Tax paid 9 (608,044) (476,861)
Total Payments (608,044) (476,861)
Net Cash flow from operating
activities 3,445,589 2,702,214
Cash flows from investing activities
Proceeds from loan principal repayments | 10 23,588,840 27,308,767
Loan disbursements paid out 10 - (3,019,929)
Net cash flows generated from
investing activities 23,588,840 24,288,838
Cash flows from financing activities
Receipts into the car loan Scheme - -
Transfers from car loan scheme into
mortgage scheme - | (130,000,000)
Net cash flows generated from
financing activities -| (130,000,000)
Net increase in cash and cash
equivalents 27,034,429 | (103,008,949)
Cash and cash equivalents at 1st July 10 171,238,192 274,247 141
Cash and cash equivalents at 30 June 10 198,272,621 171,238,192

The accounting policies and explanatory notes to these financial statements form an

integral part of these financial statements. The financial statements were approved on

.94l ] Re2S .. ....... and signed by:

ot =2 K

FCPA Nancy Gathungu, CBS CPA Dr. Leonard Lari CPA Isaac Ng’ang’a
Auditor-General/Scheme Committee Chairman  Deputy Auditor General -

Administrator

ICPAK No: 4893 ICPAK No: 2981

Corporate Services/Scheme
Accountant
ICPAK No: 8292
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16. Statement of Comparison of Budget and Actual Amounts for the year ended 30 June, 2025

Revenue Kshs Kshs Kshs Kshs Kshs %

Interest from Deposits - - - 4,053,633 4,053,633 100 a)
Interest from Loanees - - - 900,090 900,090 100 a)
Total Revenue - - - 4,953,723 4,953,723

Expenditure

Management Cost - - - 900,090 900,090 100 b)
Total Expenditure - - - 900,090 900,090

Withholding Tax paid - - - 608,044 608,044 100 C)
Surplus for the year - - - 3,445,589 3,445,589

There was no allocation of budget during the year.

Budget Notes:

a) Interest income from deposits was earned during the year on the available funds in the fixed deposit account held at the HFC Ltd
at 2.5% per annum and the Co-operative Bank at 4% per annum, while Interest from Loanees was earned from the monthly payroll
deductions for both HFC Ltd and Co-operative Bank at 3% per annum.

b) Management cost is the interest recovered from Loanees at 3% and paid to HFC Ltd and Co-operative Bank as administration fees.
This is done as per the contract agreement.

c) Tax paid expenses relate to the 15% withholding taxes being the final tax that was charged on the interest earned from the fixed

deposit account.

~

FCPA Nancy Gathungu, CBS

Auditor-General/Scheme

Administrator
ICPAK No: 4893

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

CPA Isaac Ng’ang’a

Deputy Auditor General -Corporate
Services/Scheme Accountant
ICPAK No: 8292
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17.Notes to the Financial Statements

1. General Information
The Staff Car Loan Scheme is established and administered as provided under
Section 24 (4)(5)(6)(7) of the PFM Act, 2012 and Regulation 127 (1) (2) of the PFM
(National Government) Regulations, 2015. Further, the Scheme was established
pursuant to SRC Circular Ref. No. SRC/ADM/CIR/1/13 Vol. 1ll (128) dated 17
December, 2014. The Scheme is wholly owned by the Office of the Auditor-General
and is domiciled in Kenya. The principal activity of the Scheme is to provide loans to
the staff of the Office of the Auditor-General to purchase new or second-hand motor

vehicles for enhanced mobility to and from work.

2. Statement of Compliance and Basis of Preparation
The Scheme’s financial statements have been prepared in accordance with and
comply with the PFM Act, 2012 and International Public Sector Accounting Standards
(IPSAS) Accrual Basis. The financial statements are presented in Kenya shillings,
which is the functional and reporting currency of the Scheme. The accounting policies

have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless
stated otherwise. The statement of cash flows is prepared using the direct method.

The financial statements are prepared on accrual basis.

3. Adoption of New and Revised Standards
i.  New and amended standards and interpretations in issue effective in the
year ended 30 June, 2025

There were no new and amended standards issued in the financial year.
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i. New and amended standards and interpretations in issue but not yet
effective in the year ended 30 June, 2025.

IPSAS 43:
Leases

Applicable 1 January, 2025

The standard sets out the principles for recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that
lessees and lessors provide relevant information in a manner that
faithfully represents those transactions.

This information gives a basis for users of financial statements to
assess the effect that leases have on the financial position, financial
performance and cash flows of the Scheme. The new standard requires
entities to recognise, measure and present information on right of use
assets and lease liabilities.

The standard is not expected to have an impact on the Scheme'’s
financial statements.

IPSAS 44: Non-
Current Assets Held
for Sale and
Discontinued
Operations

Applicable 1 January, 2025

The Standard requires assets that meet the criteria to be classified as
held for sale to be measured at the lower of carrying amount and fair
value less costs to sell and the depreciation on such assets to cease
and Assets that meet the criteria to be classified as held for sale are to
be presented separately in the statement of financial position and the
results of discontinued operations are to be presented separately in the
statement of financial performance.

The standard is not expected to have an impact on the Scheme’s
financial statements.

IPSAS 45: Property
Plant and Equipment

Applicable 1 January, 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment.
IPSAS 45 has additional guidance/ new guidance for heritage assets,
infrastructure assets and measurement.

Heritage assets were previously excluded from the scope of IPSAS 17
in IPSAS 45; heritage assets that satisfy the definition of PPE shall be
recognised as assets if they meet the criteria in the standard.

IPSAS 45 has an additional application guidance for infrastructure
assets, implementation guidance and illustrative examples. The
standard has clarified existing principles, e.g. valuation of land over or
under the infrastructure assets, under-maintenance of assets and
distinguishing significant parts of infrastructure assets.

The standard is not expected to have an impact on the Scheme’s
financial statements.

IPSAS 46:
Measurement

Applicable 1 January, 2025
The objective of this standard was to improve measurement guidance
across IPSAS by:
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i. Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under
which they should be used.

ii. Clarifying transaction costs guidance to enhance consistency
across IPSAS.

iii. Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and
measurement related disclosures.

The standard also introduces a public sector-specific measurement

basis called the current operational value.

The standard is not expected to have an impact on the Scheme’s

financial statements.

IPSAS 47: Applicable 1 January, 2026

Revenue This standard supersedes IPSAS 9 Revenue from exchange
transactions, IPSAS 11 Construction contracts and IPSAS 23 Revenue
from non- exchange transactions. This standard brings all the guidance
of accounting for revenue under one standard. The objective of the
standard is to establish the principles that an entity shall apply to report
useful information to users of financial statements about the nature,
amount, timing and uncertainty of revenue and cash flow arising from
revenue transactions.

The standard is expected to have an impact on the Scheme'’s financial
statements since the Scheme generates interest income.

IPSAS 48: Transfer | Applicable 1 January, 2026

Expenses The objective of the standard is to establish the principles that a transfer
provider shall apply to report useful information to users of financial
statements about the nature, amount, timing and uncertainty of
expenses and cash flow arising from transfer expense transactions.
This is a new standard for public sector entities geared to provide
guidance to entities that provide transfers on accounting for such
transfers.

The standard is not expected to have an impact on the Scheme's
financial statements.

IPSAS 49: Applicable 1 January, 2026
Retirement Benefit The objective is to prescribe the accounting and reporting requirements
Plans for the public sector retirement benefit plans which provide retirement

to public sector employees and other eligible participants. The standard
sets the financial statements that should be presented by a retirement
benefit plan.

The standard is not expected to have an impact on the Scheme'’s
financial statements.
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IPSAS 50:
Exploration For &
Evaluation of Mineral
Resources

Applicable 1 January, 2027
The objective of this Standard is to specify the financial reporting for
the exploration for and evaluation of mineral resources. The Standard
requires:

i.

The standard is not expected to have an impact on the Scheme’s
financial statements.

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

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

Disclosures that identify and explain the amounts in the entity’s
financial statements arising from the exploration for and
evaluation of mineral resources and help users of those financial
statements understand the amount, timing and certainty of future
cash flows from any exploration and evaluation assets
recognized.

iii.  Early Adoption of Standards

The Scheme did not early-adopt any new or amended standards in the year

2024/2025.

4. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Scheme's financial statements in conformity with IPSAS

requires management to make judgments, estimates and assumptions that affect the

reported amounts of revenues, expenses, assets and liabilities, and the disclosure of

contingent liabilities, at the end of the reporting period. However, uncertainty about

these assumptions and estimates could result in outcomes that require a material

adjustment to the carrying amount of the asset or liability affected in future periods.

Management has not made any significant judgements or estimates.

5. Significant Accounting Policies

i. Revenue Recognition

a) Revenue from Non-exchange Transactions

Revenues from non-exchange transactions with other Government entities are

measured at fair value and recognized on obtaining control of the asset (cash, goods,
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economic benefits or service potential related to the asset will flow to the entity and
can be measured reliably. To the extent that there is a related condition attached that
would give rise to a liability to repay the amount, the amount is recorded in the
statement of financial position and realised in the statement of financial performance

over the useful life of the assets that have been acquired using such funds.
b) Revenue from Exchange Transactions

Interest Income

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

outstanding to determine interest income each period.
ii. Budget Information

The original budget for the financial year 2024/2025 was approved. Subsequent
revisions or appropriations may be made to the approved budget in accordance with
specific approvals from the appropriate authorities. The Scheme’s budget is prepared
on a different basis from the actual income and expenditure disclosed in the financial
statements. The financial statements are prepared on an accrual basis using a
classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. A comparison of budget
and actual amounts is then presented in the statement of comparison of budget and

actual amounts.

The Scheme did not have any additional budgetary allocation on the appropriations for
the financial year 2024/2025 budget.

iii. Financial Instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial
assets and financial liabilities, introduces new rules for hedge accounting and a new
impairment model for financial assets. The Scheme does not have any hedge
relationships and therefore the new hedge accounting rules have no impact on the
Scheme’s financial statements. A financial instrument is any contract that gives rise to

a financial asset of one entity and a financial liability or equity instrument of another

~ 10 ~
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entity. At initial recognition, the Scheme measures a financial asset or financial liability
at its fair value plus or minus, in the case of a financial asset or financial liability not at
fair value through surplus or deficit, transaction costs that are directly attributable to

the acquisition or issue of the financial asset or financial liability.

FinanL:iaI assets

Classification of Financial Assets

The Scheme classifies its financial assets as subsequently measured at amortised
cost, fair value through net assets/ equity or fair value through surplus and deficit on
the bﬁhsis of both the Scheme’s management model for financial assets and the
contractual cash flow characteristics of the financial asset. A financial asset is
measu.rred at amortized cost when the financial asset is held within a management
model whose objective is to hold financial assets in order to collect contractual cash

flows, |and the contractual terms of the financial asset give rise on specified dates to

cash flows that are solely payments of principal and interest on the principal
outstej‘yding. A financial asset is measured at fair value through net assets/ equity if it
is hel
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