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Our ref: PKF/2533/2025

The Clerk

The National Assembly of Kenya
P.O. Box 41842 - 00100
Nairobi

04 December 2025 o

RE: suBMlSsloN oF THE AUDlrEo FrNANcrAt- STATEMENTS FoR THE oFFrcE oF THE AUDrroR GENERAT
INSTITUTION, STAFF CAR TOAN AND STAFF MORTGAGE SCHEMES FOR THE FINANCIAT Y EAR 2024/2025
Reference is made to the c

for the provision of externa

ontract between The National Assembly and pKF Ken
I a udit servic e or 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.

We have also attached herein the second (60% of the contract price) and,i,ira 1aoz"-.iiIllact price)
invoices payable as per the contract referred to above.

lf you require any clarifications, please 8et in touch with Kennedy wachira on kwachira@ ke.okfea.com with copyto both Asif chaudhry on acha udh rv(oke. okfea.com and Mike Kimundu on mkimundu @ke.okfea.com

Yours f ithfully

Asif Chaudhd
Pa rtn er

PKF Kenya Lt-p

Cc

The Auditor-General

Office of the Auditor-General
P.O, Box 30084 - 00100
Nairobi
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P.rtn.rs: A. V.dhcr, P. Sh.h, R. Mi.ch.nd.ni, C. Ogunu.., A. Ch.udhry, K
P. Kun., N. Sh.h, J.5hah, €. Njuau^., p. (.hi, A Ch.ndri., M. (imundu, S.
('British, ..U3.nd.nl
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Sh.h, M. Mburu8u, G. s.ntoth, O. Sh.h, S. Alibh.i, L Abr.u
Chhcd.', M. Bh.vr.r, C. Mutu^u, X. 8hi..dv., S. D,Crur
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PKF x'nv' tLP it rcaistcrcd i., xrnv. .5 . limit.d li.bilirv partnrrrhip, Rlg,strarion numb.r LLp-8s19pt- und.r th. umir.d tr.bility partn.rship act, 201
g

P(F K.ny. LtP ir a mcmb.r ot pKF Global, thc n.twork ot m.mb.r firms of
.nd dors not ac€.pt any r.sponsibility or liabitity for thc .crron, or in.ctio^

PXF lnl.rn.tional Limitcd, ..ch of,xhich is . !.p.r.te and ind.pend!n! lcl.t .ntity
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SPKF 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: PoS1130457R

Your PIN: P0510987t7X

lnvoice No: P120t4A25

Oate: O517212025

The National Assembly of Kenya
P O Box 41842 - 00100
Nairobi
Email:clerk@parliament.go.ke

FinalFre Note:

Dettription
A. Fin.ncial it.tements and Staft Morttag. and Staf, Ca. loan Schem€ for Fy
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
submissaon and approval of the final reports_

Ditbursem€nti:

Travelling and lunch allowances

TotalExcli

,.6% VAT:

Total:

with

R.".4,r,,

t oEc 
?w5

,'r

CU IN No.:00201 14620000007774
CU SN No.:KRAMW002202It t1t t462

2,093,899.00

110,000.00

2,203,899.00

3s2,623.84

2 ,556,522 .84

d,

H.S code

E.& O.E.

AClmmm

Bank Detalls:
Account Name
Bank
Branch
Account
Swift Code
Sod Code
Branch Code

PKF Kenya LLP (KES Account)
Habib Bank A. G. Zurich
Westlands
109745
HBZUKENA
17
003

Panners: A vadher, P shah, R. Mirchandani, c. oguttu", A. chaudhry, K shah, M. Mburu8u, G. $nrokh, o. shah, s. atibhai, t-. Abreu, p. Kuria, N. sh.h, J. shah, E.
Niu8una, P. Xahi, A.Chandria, M. Ximundu, S. Chh.da., M. ghavsar, C. Mukunu, X. Bharadva, S. D,Cru! (.Brirish, ..U8andan)

PKF Kenya LLP is re8a5tered in (enya .t a limited liability pannershap, Retiskation number tLP-8919P1, in ac(ordance with the Limited Liabitity partnarship Act, 2011.

PxF xenya tLP i5 a member of PKF Global, the network of memb€r firms of PKF lnternational Lihited, each of which is a separate and independent legal entity and does
not accept any responsibility or liability for the a.tions or rnactions of any individual member or correspondent firms.

VA

act 5% nt oo0. o024, VA f_ The
cpoydble s ahe

T 2% TVA 9ro fding
T 5 dking

5

NOTE:
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aID PKF

Tot.l Ercl

15% VAT:

Total:

PKF Kenya LLP

Kalamu House, Grevillea Grove, Westlands
P O. Box 14077, 00800
Nairobi, Kenya

INVOICE

Out PIN: P0S11.30467R

Your PIN: P051098787X

lnvoice No: P12085425

oatet 0517212025

The National Assembly of Kenya
P O Box 41842 - 00100
Nairobi
Email: clerk@parliament.go.ke

Final Fee Note:

O€r.ription
A. Financlal rtat€ments and Statf Mortt.te and Stafl Car toan Schem€ tor Fy
2024-2025l
2nd Payment Sixty (50) 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 .eports.

Dlsbutsements:

Travelling and lunch allowan€es

ffiffi
CU lN No.:00201 I4620000007775

CU SN No.:KRAMW002202l l l0l 1462

H.S code

KSHS

4 ,147 .799 .00

4,407,199.OO

105,247.a4

5,113,046.84

With Compl
E.& O.E.

AClmmm

Bank Details:
Account Name
Bank
Branch
Account
Swift Code
Sort Code
Branch Code

PKF Kenya LLP (KES Account)
Habib Bank A. G. Zurich
Westlands
'109745

HBZUKENA
17
003

Pann.r!: A V.dher, P. Shah, R. Mirchandani, C. Oguttu", A. Chaudhry, K. Shah, M. Mburutu, G. S.ntokh, D. Sh.h, S. Atibhaa, L Abreu, p. xurie, N. Shah, J. Sheh, E.
Njutuna, P- X.hi, A.Chandria, M. Ximundu, S. Chheda., M. ghavsar, C. Mukunu, X. Bharadva, S. O,Cru, (.g.iti3h, ..Ugandan)

PxF xenya LIP is .eSistered in (enya a5 a limit.d la.bility pa(nership, Retistration numbe. tLP-8519P1, in accordance wiih the l-imited Uability pann.r'hip Act. 20ll.

P(F Xeoya LLP it a member of PKF Global, the network of member firm5 of P(F lnternational Llmitcd, each ofwhich is e separate and independent l!8al .ntity and doer
not aaccpt any r€sponsibility or liabilityfor the actionr or inactions of any individu.l m.mber or correjpond€nt firms-
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1. Abbreviations, Acronyms and Glossary of Terms
A. Abbreviations and Acronyms

Association of Women Accountants of Kenya
Chief of the Order of the Burning Spear
Certified Human Resource Professional
Housing Finance Company Ltd

lnstitute of Certified Public Accountants of Kenya
lnternational Public Sector Accounting Standards
lnformation Systems Audit and Control Association
Kenya Shillings
Office of the Auditor-General
Public Finance Management
Public Sector Accounting Standards Board

Salaries and Remuneration Commission
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.

tl

AWAK
CBS
CHRP
HFC
ICPAK
IPSAS
ISACA
KSHS
OAG
PFM
PSASB
SRC
TNT



H
2. Key Scheme lnformation and Management

a) Background lnformation

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/1i13 Vol. lll (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 4c1,2012 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.

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.

lll

Office of The Auditor-Generat Stdff Car Lodn Scheme
Reports and Findncial Stotements
For the year ended jo tune, zo25

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

Kenya.
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c) Scheme Management Committee

d) Fiduciary Oversight Arrangements

e) Registered Offices

Scheme Headquarters

Office of the Auditor-General

Anniversary Towers 3'd Floor

University Way

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

Telephone : (254) 020 -321 4000

E-mail: info@oagkenya.go.ke

Website: www.oaqkenya.qo.ke

1 FCPA Nancy Gathungu, CBS Scheme Administrator

2 CPA lsaac Ng'ang'a Scheme Accountant

CPA Dr. Leonard Lari Chairman

4 CPA Mercy Mukiri Vice Chairman

5 CISA Nicholas Mbithi Member

b CPA Christopher Mwinamo Member

7 CPA Deborah Omoke Member

8 CS Milcah Ondiek Member

I CHRP Collins Kiptoo Secretary

1 CPA Emily Nabucha Director, lnternal Audit

2 CPA Dr. Leonard Lari Scheme Committee Chairman

3 CHRP Collins Kiptoo Scheme Committee Secretary

lv
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f) Scheme Contacts

OAG Headquarters, Nairobi

Anniversary Towers 3'd Floor

University Way

P.O. Box 30084-00100

Telephone : (254) 020-321 4000

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) lndependent Auditors

PKF Kenya LLP

Certifi ed Public Accountants

P.O. Box 14077,00800

Nairobi, Kenya

i) Principal LegalAdviser

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
lnstitute 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
lnstitute 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 lnstitute 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 Bachelois 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.I
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The Scheme Management Committee (Continued)

CPA Ghristopher 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 lnstitute 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.

vtI

I

I

I

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 lnstitute of Certified
Public Accountants (ICPAK). CPA Omoke is a Finance Officer in
the Office of the Auditor-General.

17 \D
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CISA Nicholas Mbithi
CISA Mbithi is a member of the Management Committee. He holds
a Master of Science (lnformation Systems), Bachelor of Commerce
(Accounting) and is a CISA (Certified lnformation Systems
Auditor). He has over 20 years' experience in the Private and Public
Sector, majoring in Accounting and lnformation Systems. He is a
member of ISACA. CISA Mbithi is a Deputy Director - ICT in
the Office of the Auditor-General.
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H
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/CIRv1/13 Vol. lll (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.S0 million was transferred to the Scheme account at

Housing Finance Company Limited on 25 Ju|y,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

FY202312024, 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
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continue to carry out due diligence for all the loan applications so as to minimise risks

in acquiring motor vehicles.

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

* 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.

{ Low interest earned on free funds often between 2% to 4% per annum hence

generating insufficient income to grow the Scheme.

* Rising motor vehicle prices due to inflation and policy changes e.g. changes in

housing levy affect repayment affordability.

* Non-compliance with the requirements by some applicants leading to failure to

secure funding.

* 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.

sGeo

Date: 4 December, 2025

tx

I

I

I

CPA Dr. Leonard Lari
Management Committee Chairman
ICPAK Member:2981
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H
5. Report of the Scheme Administrator

It is with great pleasure that I 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

lnternational 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. ln 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 eamed was a total of Kshs.4,053,633 from

bank deposits and a total of Kshs.900,090 from staff car loans advanced. ln 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 al15o/o on bank interest

earned.

I 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.

x

lr

fr
I

E



Office of The Auditor-Generat Staff Car Lodn Scheme
Reports and F inancial Statements
For the year ended 3o )une, zoz5

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. ln 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

I take this opportunity to express my appreciation to the Management Committee for

steering the Scheme and to The National Treasury for the continued funding. I also

appreciate the Staff members and all other stakeholders for their support without which

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

I 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

FCPA Nancy Gathungu, CBS

Auditor-General/Scheme Administrator

ICPAK Member No: 4893

Date:4 December, 2025
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6. Statement of Performance Against Predetermined Objectives

Section 81 (2) (f) of the Public Financial Management Acl, 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/C|Ry1/13 Vol. lll (128)

dated 17 December,20l4that initialized the establishmentof the Scheme, the Office set

the key strategic objective of the Scheme as being to attract, retain and motivate a

com petent, effective and eff icient workforce.

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

To attract, retain

and motivate a

competent,

effective and

efficient

workforce.

lncreased number of staff

accessing the car loans.

Number of

staff and the

percentage of

staff applicants

who accessed

the car loans.

ln FY2O24|2O25, there

were no applications

for the purchase of

cars.

Cumulatively, a total of

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.
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H
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/ClRl1l13 Vol. lll (128) dated 17 December,2014 and in accordance

with Section 24(4X5XO) and (7) of the Public Finance Management (PFM) Act, 2012 and

Regulation 127 (1) (2) of the PFM (National Government) Regulations, 2015. lts 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 AcL,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.

xlll
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The Committee is provided with timely information from the service providers that enables

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.

(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.

H

CPA Dr.
Leonard Lari Chairman x

CPA Mercy
Mukiri

x X x
Vice
Chairman

x

CISA Nicholas
Mbithi Member x

CPA
Christopher
Mwinamo

Member X x x

CPA Deborah
Omoke

Mem ber X x

x
CS Milcah
Ondiek

Mem ber

CHRP Collins
Kiptoo Secretary
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(vi) lnternal 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 202212023 and 202312024 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.

H otar(E ot THa luorroa GrlrEiAr,
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8. Management Discussions and Analysis

(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

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 lncome

During the FY 202412025, there was a slight increase of 4o/oin interest income earned. The

Scheme earned a total interest income of Kshs.4,953,723 compared to Kshs.4,776,713

earned in FY 202312024. 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 202312024. This

interest from deposits was earned at a rate of 2.5o/o and 4o/o from HFC Ltd and Co-operative

Bank respectively. The interest income from Loanees decreased from an amounl of

Kshs.1,597,638 to an amount of Kshs.900,090 at an interest rate of 3% as stipulated in the

SRC Circular.

H orf l.E or rxE auorror'crxriAr

Kshs Kshs KshsKshs Kshs

12,182,598 11,733,780 5,813,799 3,179,075

66,635

900,090lnterest from Loanees @ 3% 2,753,631 2,572,382 1,597,638

7,966,094 4,953,72314,936,229 14,306,163

900,090Management Expense @ 3% 2,753,631 2,572,382 2,152,295 1,597,638

Other Expenses 117,370

2,152,295 900,090Total expenses 2,871,001 2,572,382

476,861 608,044Withholding Taxes @ 15% 1,827,390 1,760,067 872,070

2,702,214 3,445,589Surplus for the period 10,237,838 9,973,713 4,941,729

xvl
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2,152,295

Total Revenues 4,776,713
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Kshs Kshs Kshs Kshs Kshs
lnterest lncome from
Deposits al @2.5%

12,182,598 11,733,780
5,813,799 3,179,075 3,986,998

lnterest lncome from
Deposits @4% 66,635
lnterest lncome from
Loanees 3%

2,753,631 2,572,382
2,152,295 '1,597,638 900,090

14,306,162 7,966,094 4,776,713 4,953,723

The interest performance trends during the periods is as shown below;

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 202312024

translating lo a 44o/o 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.

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500,000

2020121
r Management costs 2,753,631

E
Y
.E

C
fo
E

2021t22
2,572,382

2022t23
2.152.295

2023t24
1,597,638

2024t25
900,090

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, 1 79,075 during FY 202312024.

xvl I
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Total ,,|.4,936,229

Manaqement Costs



Taxes

2024t25

2023t24

2022J23

2021t22

2020t2'l

o Taxes

Revolving Funds

Since its inception, the Scheme has received funding from the Exchequer amounting to

Kshs.303,41 1,300. 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. ln FY 2O2312024, 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.

(ii) Scheme's Key Projects or lnvestment Decisions lmplemented 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. lnterest of Kshs.3,986,998 was

earned at the rate of 2.5o/o on funds held at HFC Ltd, and an amount of Kshs.66,635 was

earned at the rate ol 4o/o on funds held at the Co-operative Bank of Kenya.

KshsKshs Kshs
Opening Balance 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)

173,411,300 173,41 't ,300Closing Balance

xvl
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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 202312024. Total

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

(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

Successful
Applications

18 14 2 0

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

Principal Loan
Recoveries

46,140,252 37,397,745 35,056,8s1 27,722,350 17,323,466

Loans
Outstanding

84,208,685 73,643,940 20,792,07762,817,964 38,1 15,544

xlx
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Scheme's success depends on the demand from staff and availability of suitable

motor vehicles.

d) lnflationary 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.

lnflation 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 lssues

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 lnformation 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 operatlons, e.g. extended repayment periods.

xx
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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) Financia! 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. 303,41 1 ,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.
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(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. Effo(s

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.

xxl
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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.

c) Responsible Marketing and Advertisement

The Scheme, in conjunction with the Public Relations and Communication and lnformation

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.

(v) Community Engagements

During the financial year under review, the Scheme did not participate in community

engagements and other Corporate Social Responsibility (CSR) activities.

H orfl<r or YHr AUDrroa.crrariAr
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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.

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.
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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

5.

(iv) Auditors

PKF Kenya LLP were appointed by the National Assembly to audit the financial statements

for 202412025 financial year.

By Order of the Committee

CPA Dr. Leonard Lari
Committee Chairman
ICPAK Member: 2981

Date:4 December, 2025

xxl

10. Report of the Scheme Committee

(iii) Committee

The members of the Scheme's Management Committee are as shown on page v.
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1 l.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 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.

H orfr(c oa rxr alror10r'6rtlriAr
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The Auditor-General accepts responsibility forthe Scheme's financial statements, which have

been prepared using appropriate accounting policies supported by reasonable and prudent

judgements and estimates, in conformity with lnternational Public Sector Accounting

Standards (IPSAS), and in the manner required by the PFM Acl, 2012 and SRC circular

SRC/ADM/CIFl/1i13 Vol.lll (128)of 17 December,2014 on Car Loan and Mortgage Scheme

for State officers and other public officers of the Govemment of Kenya.
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Approval of the Financial Statements

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

,....... and signed on its behalf by:9.t.lrl l apa:

FCPA Nancy Gathungu, CBS

Auditor-General/Scheme Administrator

ICPAK Member No: 4893

xxv

ln preparing the financial statements, the Auditor-General has assessed the Scheme's ability

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.

CPA Dr. Leonard Lari

Committee Chairman

ICPAK Member: 2981
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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 offinancial 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.

ln our opinion, the accompanying financial statements present fairly in all material respects the

Scheme's financial position as at 30June 2025, and of its financial performance and its cash flows for

the year then ended, in accordance with lnternational Public Sector Accounting Standards (lPSAS)

and the requirements of the Public Finance Management Acl,2OI2.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most signlficance

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

Our opinion on the financial statements does not cover the other information and we do not express

any form of assurance conclusion thereon.

- xxvi -

12. Report of the lndependent Auditor to The National Assembly

Report on the Audit of Financial Statements

Basis for Opinion

We conducted our audit in accordance with lnternational Standards on Auditing (lSAs). 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 lnternational Ethics Standards Board for

Accountants' Code of Ethics for Professional Accountants (including lnternational lndependence

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.

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 I , Annex ll, Annex lll and Annex lV that comprise the annual report but

does not include the financial statements and our audit report thereon.
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12. Report of the lndependent Auditor to The National Assembly (continued)

Other information (continuedl

ln 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. lf, 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 Sovernance 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 lnternational Public Sector

Standards Board (accrual basis), and the requirements of the Public Finance Management Acl,2OL2.

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.

ln 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.

Audito/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 lSAs 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 lnternational Standards on Auditing, we exercise professional

.iudgment and maintain professional scepticism throughout the audit. We also:
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L2 Report of the lndependent 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)

ldentify and assess the risks of material misstatement of the financial statements, whether

due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for 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,

m isrepresentations, 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 Soing concern basis of

accounting and based on the audit evidence obtained, whether a material uncertainty exists

related to events or conditions that may cast siSnificant doubt on the Scheme's ability to

continue as a going concern. lf 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 outweiSh the public interest benefits of

such communication.
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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. ln 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'

rt

For and on behalf of PKF Kenya ttP
Certified Public Accountants

L362l2s

P.rtncrs: A. V.dh.r, P. 5h.h, R. Mlrch.nd.ni, c. oluttu", A. ch.udhry, x. sh.h, M. Mburu3u, G S.ntokh, D sh.h, s Alibh'i, L Abr'u,

P. Xuri., N. Sh.h,l. Shah, E Njugun., P K.hi, A. Ch.ndria, M. Xamundu, S Chh'd", M' thrvs'r, C Mukunu' K' Bh'radv'' S o'Cru'

('British, "Ug.nd.n)

pxF (!ny. LLp is r!8istcr.d in xcny. .r . limrt.d li.bitity p.nncrrhip, R.Siitr.tion numbcr LLP-8519P|. und.r thc timatcd ti.bilitY P.rtncrthip Act, 2011'

pxF x.ny. t-Lp rs . mcmbcr of pxF Gtob.l, th. networl ot m.mb€r fiIm! of PxF lntcm.taon.l Limit.d,..ch of which ii . i!p.r.tc.nd ind.pcnd'nt lcSal 
'ntitY

.nd doc, not.c.cpt.ny rcsponsbatity or li.bitity forthc.ctions or ih.ctio or.ny individu.l m.mbcr or corrcspondcnt firln(s).
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Office of The Auditor-Generol Stoff Cor Loon Scheme
Reports ond F inanci al Statements
For the yeor ended 3o June,2025

12. Statement of Financial Performance for the year ended 30 June, 2025

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

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

...P r. I i.4. l.'l.e. 3.5........ and signed by:

FCPA Nancy Gathungu, CBS
Auditor-General/Scheme
Administrator

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

CPA Isaac Ng'ang'a
Deputy Auditor General -
Corporate Services/Scheme
Accountant
ICPAK No: 8292

Note Kshs Kshs
Revenue from Exchange
Transactions
lnterest income from Deposits 6 (a) 4,053,633 3,179,075
lnterest income from Loanees 6 (b) 1,597,638900,090
Total Revenue 4,953,723 4,776,713

Expenditure
Management Costs 7 900,090 1,597,638
Expected Credit Loss 8 4,708,052
Total Expenditure 5,608,142 1,597,638

Su rplus/Defi cit before Tax (654,419) 3,179,075
Less Withholding Tax I 608,044 476,861
Surplus/Deficit for the year (1,262,463!. 2,702,214

rElvr I -

-L
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ICPAK No: 4893
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Kshs
ASSETS
Non-current Assets
Loans Receivable 1 1(a) 9,462,031 37,212,509
Total Non-current Assets 9,462,031 37,212,509
Current Assets
Cash and Cash Equivalents 10 193,564,569 171,238J92
Loans Receivable 1 1(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
TotalAssets 223,964,769 225,227,234

LIABILITIES
Non-current Liabilities
Current Liabilities
Total Liabilities

NET ASSETS 223,964,769 225,227,234

Revolving Fund 13 173,411,300 173,41 1,300

Accumulated Surplus 14 50,553,469 51,8'15,934

TOTAL EQUITY 223,964,769 225,227,234

Office of The Auditor-General Stoff Car Loon Scheme
Reports and Finoncial Stotements
For the year ended jo June, zoz5

13. Statement of Financia! Position as at 30 June, 2025

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

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

...o-*.1. t.1J..1.9.e.S.. ... ... ... and signed by:

FCPA Nancy Gathungu, CBS
Aud itor-General/Scheme
Administrator

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

CPA lsaac Ng'ang'a
Deputy Auditor General -
Corporate Services/Scheme
Accountant
ICPAK No: 8292

\7-^{Vrl, -
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Office of The Auditor-General Stoff Cor Loon Scheme
Reports ond Finonci al Stotements
For the year ended 3o June, zoz5
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14. Statement of Changes in Net Assets for the year ended 30 June, 2025

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

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

..Altl.t.+1.7.s.+5... . and signed by:

REPI,BLIC Of XENYA

FCPA Nancy Gathungu, GBS
Aud itor-General/Sc heme
Administrator

ICPAK No:4893

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

GPA lsaac Ng'ang'a
Deputy Auditor Genera! -
Corporate Seruices/Scheme
Accountant
ICPAK No: 8292

Kshs Kshs

352,525,020Balance as at 1 July,2023 303,411,300 49,113,720

Surplus for the period 2,702,214 2,702,214

Funds received during the year

(130,000,000) (130,000,000)
Funds transferred to Mortgage
Scheme

Balance as at 30 June,2O24 173,411,300 51,815,934 225,227,234

Balance as at 1 July,2O24 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

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

-3
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Office of The Auditor-General Staff Cor Loon Scheme
Reports and Finonciol Stotements
For the year ended jo )une, zoz5

15. Statement of Cash Flows for the year ended 30 June, 2025

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

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

....9.,r.1.te1.?.s.z.S . and signed by:

oaar(E oF tHa auoraor 6a rflll

FCPA Nancy Gathungu, CBS
Auditor-General/Scheme
Administrator

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

Note Kshs Kshs
Cash flows from operating activities
Receipts
lnterest received from deposits 6 (a) 4,053,633 3,179,075
Total Receipts 4,053,633 3,179,075
Payments
Tax paid I (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 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 171,238J92 274,247,141
Cash and cash equivalents at 30 June 10 198,272,621, 171,238,192

ICPAK No: 4893
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CPA lsaac Ng'ang'a
Deputy Auditor General -
Corporate Services/Scheme
Accountant
ICPAK No:8292
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Office of The Auditor4enerat Stoff Cdr Loon Scheme
Reports and F in ancial Statements
For the yeor ended jo )une,2025

16. Statement of Comparison of Budget and Actual Amounts for the year ended 30 June, 2025

There was no allocation of budget during the year

Budqet Notes:
a) lnterest income from deposits was earned during the year on the available funds in the fixed deposit account held at the HFC Ltd

al2.5o/o per annum and the Co-operative Bank at 4o/o pet annum, while lnterest 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 finaltax that was charged on the interest earned from the fixed
deposit account

FCPA Nancy Gathungu, CBS
Aud itor-General/Sc heme
Administrator
ICPAK No:4893

CPA Dr. Leonard Lari
Committee Chairman

CPA lsaac Ng'ang'a
Deputy Auditor General -Corporate
Services/Scheme Accountant
ICPAK No: 8292

Revenue Kshs Kshs Kshs ot

lnterest from Deposits 4,053,633 4,053,633 100

lnterest 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

ICPAK No: 2981
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Office of The Auditor-General Staff Car Loon Scheme
Reports ond F inanci al Stotements
For the yeor ended 3o June, zoz5

H Of,I<I Of IXE AUDIIOB GE..TRAL
REPUBTICOFXCNY^

17. Notes to the Financial Statements

1. General lnformation

The Staff Car Loan Scheme is established and administered as provided under

Section 24 (4X5)(6X7) 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/C|R/1/13 Vol. lll (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 lnternational 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.

!

I

I
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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 fi nancial 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
disting uishing signifi cant parts of infrastructure assets.
The standard is not expected to have an impact on the Scheme's
financial statements.

IPSAS 46:
Measurement

-7
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Standard Effective date and impact:

Applicable 1 January, 2025
The objective of this standard was to improve measurement guidance
across IPSAS by:



Office of The Auditor-General Staff Car Loon Scheme
Reports ond Financial Stotements
For the year ended jo June, zoz5

H orrr(f oF rlrr alJDrroi GrrarRAL
A€PIJB]-IC Of XENY^

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 d isclosures.

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.

!PSAS 47:
Revenue

IPSAS 48: Transfer
Expenses

Applicable 1 January, 2026
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:
Retirement Benefit
Plans

Applicable 1 January, 2026
The objective is to prescribe the accounting and reporting requirements
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.

-B-
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Standard Effective date and impact:

Applicable 1 January, 2026
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.
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Reports and Financiol Statements
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H
!PSAS 50:
Exploration For &
Evaluation of Mineral
Resources

iii. Early Adoption of Standards

The Scheme did not early-adopt any new or amended standards in the year
2024t2025.

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 Noncxchange 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,

-9-

Standard Effective date and impact:
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. Limited improvements to existing accounting practices for
exploration and evaluation expenditures.

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

iii. Disclosures that identify and explain the 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.

The standard is not expected to have an impact on the Scheme's
financial statements.
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H
services and property) if the transfer is free from conditions and it is probable that the

economic benefits or service potential related to the asset will flow to the entity and

can be measured reliably. 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 !ncome

lnterest income is accrued using the effective yield method. The effective yield

discounts estimated future cash receipts through the expected life of the financial asset

to that asset's net carrying amount. The method applies this yield to the principal

outstanding to determine interest income each period.

ii. Budget lnformation

The original budget for the financial year 202412025 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 202412025 budget.

iii. Financial lnstruments

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 dse 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.

bial assets

ification of Financial Assets

cheme classifies its financial assets as subsequently measured at amortised

Bir value through net assets/ equity or fair value through surplus and deficit on

fsis of both the Scheme's management model for financial assets and the

lctual cash flow characteristics of the financial asset. A financial asset is

[red at amortized cost when the financial asset is held within a management

whose objective is to hold financial assets in order to collect contractual cash

and the contractual terms of the financial asset give rise on specifled dates to

fiows that are solely payments of principal and interest on the principal

!ding. A financial asset is measured at fair value through net assets/ equity if it

I within the management model whose objective is achieved by both collecting

ptual cashflows and selling financial assets, and the contractual terms of the

lal asset give rise on specified dates to cash flows that are solely payments of

lat anO interest on the principal amount outstanding. A financial asset shall be

ired at fair value through surplus or deficit unless it is measured at amortized

ir fair value through net assets/ equity unless the Scheme has made an

[anfe election at initial recognition for particular investments in equity

hents.

iquent Measurement

on the business model and the cash flow characteristics, the Scheme classifies

ncial assets into amortized cost or fair value categories for financial instruments.

lents in fair value are presented in either surplus or deficit or through net assets/

subject to certain criteria being met.

fized Cost

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

lepresent solely payments of principal and interest, and that are not designated

lvalue through surplus or deficit, are measured at amortized cost. A gain or loss
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on an instrument that is subsequently measured at amortized cost and is not part of a

hedging relationship is recognized in profit or loss when the asset is de-recognized or

impaired. lnterest income from these financial assets is included in finance income

using the effective interest rate method.

Fair Value Through Net Assets/ Equity

Financial assets that are held for collection of contractual cash flows and for selling the

financial assets, where the assets' cash flows represent solely payments of principal

and interest, are measured at fair value through net assets/ equity. Movements in the

carrying amount are taken through net assets, except for the recognition of impairment

gains or losses, interest revenue and foreign exchange gains and losses, which are

recognized in surplus/deficit. lnterest income from these financial assets is included in

finance income using the effective interest rate method.

Fair Value Through Surplus or Deficit

Financial assets that do not meet the criteria for amortized cost or fair value through

net assets/ equity are measured at fair value through surplus or deficit. A business

model where the Scheme manages financial assets with the objective of realizing cash

flows through solely the sale of the assets would result in a fair value through surplus

or deficit model.

lmpairment

The Scheme management performs credit risk assessments of all financial assets at

each reporting date to determine whether there has been a significant increase in credit

risk requiring lifetime ECL measurement. Forward-looking information, including

H

-12-

Loans Receivables

Loans receivables are non-derivative financial assets with fixed or determinable

payments that are not quoted in an active market. After initial measurement, such

financial assets are subsequently measured at amortized cost using the effective

interest method, less impairment. Amortized cost is calculated by taking into account

any discount or premium on acquisition and fees or costs that are an integral part of

the effective interest rate. Losses arising from impairment are recognized in the surplus

or deficit.
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The Scheme management applies the expected credit loss (ECL) model in accordance

with IPSAS 41 Financial lnstrumentslo allfinancialassets measured at amortised cost,

including bank balances and loans receivable. Expected credit losses represent the

present value of cash shortfalls over the life of financial assets and incorporate

reasonable and supportable information about past events, current conditions, and

forward-looking estimates. The ECL model distinguishes between 12-month ECL and

lifetime ECL based on whether credit risk has increased significantly since initial

recognition, with assessments performed at each reporting date.

For bank balances, the Scheme management measures impairment using the 12-

month ECL approach, as permitted by IPSAS 41 for financial assets whose credit risk

has not increased significantly. The Scheme bank balances are held with regulated

financial institutions licensed by the Central Bank of Kenya and are considered to have

low credit risk. Although the Scheme's deposits are held with financially sound banking

institutions, the standard requires recognition of a 12-month Expected Credit Loss

(ECL) for financial assets measured at amortized cost, including cash and bank

balances. Based on the S&P Global Transition Matrix and forward-looking

macroeconomic considerations, the Scheme management computed ECL on bank

balances held with the respective institutions. This charge represents a non-cash

adjustment reflecting the Scheme's conservative and forward-looking credit risk

assessment on its cash deposits. Management continues to monitor the credit standing

of its banking partners to ensure ongoing compliance with IPSAS 41.

Loans receivable are classified within Stage 1 of the ECL model, as there has been no

significant increase in credit risk since initial recognition. Accordingly, the Scheme

management applies the 12-month expected credit loss measurement approach. The

loans receivable portfolio has a strong credit risk profile. Since inception, the Scheme

has not experienced any instances of default. All loans are fully secured through

adequate collateral arrangements and are further covered by comprehensive credit

insurance policies. These credit enhancements significantly reduce the Scheme's

exposure to credit losses in the event of borrower default.

H
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economic outlook, sectoral developments, and regulatory actions, is incorporated in

the evaluation of probability of default and loss-given default.
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ln assessing expected credit losses, the Scheme management incorporated forward-

looking information and considered the probability of default, loss given default, and

exposure at default in line with IPSAS 41 requirements. Given the absence of historical

defaults, the high credit quality of the loan beneficiaries, and the existence of effective

security and insurance coverage, the probability-weighted estimate of expected credit

losses was determined to be negligible.

Based on this analysis, management concluded that the expected credit losses on the

loans receivable portfolio are immaterial. Accordingly, no ECL allowance has been

recognised in the financial statements for the year ended 30 June, 2025. The Scheme

management continues to monitor credit risk on an ongoing basis and will revise its

estimates should relevant risk indicators change in future reporting periods.

The Scheme management reviews all assumptions periodically to ensure they remain

appropriate, consistent with IPSAS 41 requirements. Any changes in credit risk

assessment or underlying parameters are recognised prospectively and disclosed in

accordance with IPSAS 30 Financial lnstruments: Disclosures.

iv. Nature and Purpose of Reserves

The Scheme creates and maintains the following reserves:

o Accumulated Surplus or Deficit: This reserve captures the cumulative results of

operations over time, representing the net position of the Scheme. lt is adjusted

annually based on the surplus or deficit reported in the financial statements.

. Revolving Fund: A revolving fund is a specific type of reserve maintained to finance

loan issuance within the Scheme. Unlike general funds, a revolving fund is
replenished through transfers from OAG and capital repayments, allowing it to

maintain a sustainable funding cycle.

v. Changes in Accounting Policies and Estimates

The Scheme recognizes the effects of changes in accounting policy retrospectively.

The effects of changes in accounting policy are applied prospectively if retrospective

application is impractical.

-14-
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vi. Related Parties

The Scheme regards a related party as a person or an entity with the ability to exert

control individually or jointly, or to exercise significant influence over the Scheme, or

vice-versa. Key management members are regarded as related parties and comprise

the Scheme committee.

vii. Cash and Cash Equivalents

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

highly liquid investments with an original maturity of three months or less, which are

readily convertible to known amounts of cash and are subject to insignificant risk of

changes in value. Bank account balances include amounts held at the Housing

Finance Company Ltd and the Co-operative Bank of Kenya at the end of the financial

year.

viii. ComparativeFigures

Where necessary, comparative figures for the previous financial year have been

amended or reconfigured to conform to the required changes in presentation.

H O'FI(T Of THt AUDIYOT GCXEiAT
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Notes to the Financial Statements (Continued)

6. (a) lnterest lncome on Deposits

The lnterest lncome on deposits of Kshs.3,986,998 was earned from HFC Ltd and
Kshs.66,635 from the Co-operative Bank of Kenya totalling to Kshs.4,053,633.

6. (b) Interest Income from Loanees

The interest of Kshs.544,390 and Kshs.355,700 was earned from Loan beneficiaries
through payroll recoveries at an interest rate of 3o/o pil annum on a reducing balance
basis for HFC Ltd and the Co-operative Bank of Kenya.

7. Management Costs

Management costs relate to the Scheme administration expenses paid to HFC Ltd and
the Co-operative Bank of Kenya as per the existing contract agreement terms.

orar(a or rHt auorroi GairR r

Kshs Kshs
lnterest on Deposits- HFC @ 2.5o/o 3,986,998 3,179,075
lnterest on Deposits- Co-op Bank @ 4Yo 66,635
Total interest income 3,179,075

Analysis of lnterest lncome earned from Bank Deposits

Quarters Kshs Kshs
Quarter 1 343,609

Quarter 2 975,583 876,268

Quarter 3 1,013,275 960,159
Quarter 4 1,178,054 999,039
Total 4,053,633 3,179,075

544,390 1,030,167lnterest from Loanees- HFC @3%
567,471lnterest from Loanees- Co-op Bank @3% 355,700

900,090 1,597,638

Kshs Kshs
Management cost- HFC Ltd @ 3% 544,390 1,030,167
Management cost- Co-op Bank @ 3% 355,700 567,471

1,597,638Total 900,090

-t6-
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Notes to the Financial Statements (Continued)

8. Expected Credit Loss on Bank Balances

During the year, the Scheme assessed the credit risk associated with bank balances
in accordance with IPSAS 41 - Financial lnstruments. Although the Scheme's deposits
are held with financially sound banking institutions, the standard requires recognition
of a 12-month Expected Credit Loss (ECL) for financial assets measured at amortized
cost, including cash and bank balances.

Based on the S&P Global Transition Matrix and forward-looking macroeconomic
considerations, the Scheme computed ECL on bank balances held with the respective
institutions.

This charge represents a non-cash adjustment reflecting the Scheme's conservative
and forward-looking credit risk assessment on its cash deposits. Management
continues to monitor the credit standing of its banking partners to ensure ongoing
compliance with IPSAS 41.

9. Tax Expenses

Tax expense of Kshs. 608,044 relate to the withholding tax on interest income charged
al l5% of the gross interest earned from the deposits at HFC Limited and Co-operative
Bank of Kenya.

oraKt or rBa auorror Gt,lERAr
A€TlUAIlc OF XENY^

Kshs Kshs
HFC Ltd 4,648,650
Co-operative Bank of Kenya 59,402
Total 4,708,052

Kshs Kshs
Tax charged on interest income -HFC @15Yo 598,050 476,861

Tax charged on interest income -Co-op Bank @15% 9,994
Tota! 608,044 476,861

Analysis of withholding tax credits

Quarters Kshs Kshs
Quarter 1 51,541
Quarter 2 131,440

Quarter 3 151,991 144,024

Quarter 4 176,707 149,856
Total 608,044 476,861
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Notes to the Financial Statements (Continued)

10. Cash and Cash Equivalents

The Gross Bank Balances of Kshs.198,272,621 reported as of 30 June,2025 is the
total bank balance in the Scheme deposit accounts. The balances are supported by
bank balance certificates as at 30 June, 2025.

Movement in Expected Credit Losses:

The Scheme recognised Expected Credit Losses on bank balances based on the 12-
month ECL model as required under IPSAS 41.

Detailed analysis of the Cash and Cash Equivalents are as follows

orFr(r or rHr auorror GtllanaL
n€PIJBUC OF x€NY

Financia! institution Account number Kshs Kshs
HFC Ltd 2054703401 188,204,470 171 ,068,796
Co-operative Bank of Kenya 01141174395000 10,068,1 51 169,396
Gross Balances 198,272,621 171,238,192
Expected Credit Losses-
charge for the year (4,708,052)
Net Balances 193,564,569 171,238,192

Kshs Kshs
At the start of the year
Expected Credit Losses- charge for the year 4,708,052
At the end of the year 4,708,052

Kshs Kshs
Opening Cash and Cash Equivalent 171,238,192 274,247,141
Cash transferred to Staff mortgage Scheme (130,000,000)
Loans lssued (3,019,929)
Principal Loan Repaid 23,588,840 27,308,767
Surplus ploughed back 3,445,589 2,702,214
Expected Credit Losses (4,708,052)
TotalCash and Cash Equivalents 193,564,569 171,238,192

-18-
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Notes to the Financial Statements (Gontinued)

11. Loan Receivables

The loan receivables represent the car loan capital balances for all the Loanees as at
the end of the year under review. The Scheme did not receive any loan applications
during the year, hence there was no loan issued.

Summary of Loans by Staff

Based on this analysis, there is minimal credit risk associated with the loans receivable
as these are held by the current staff members and the loan repayment deductions
are done through check-off on the payroll.

Movement in the Number of Loans lssued

Kshs Kshs
Opening Balance 38,1 15,544 62,817,964
Loans lssued 3,019,929
Less Capital Repaid (17,323,466) (27,722,350)

38,115,544Closing Balance 20,792,077
a) Non-current Loan Receivables 9,462,031 37,212,509
b) Current Loan Receivables 1 1,330,046 903,035

Total 20,792,077 38,115,544

Less than l year 0% 903,035 2%

Between 1-2 years 689,783 3% 16,035,313 42%

Between 2-3 years 1 1,594,902 560/o 12,358,019 32o/o

Over 3 years 8,507,392 41o/o 8,819,177 23%
20,792,077 100% 38,115,544 100%Total

Kshs Kshs
Loans Receivable from Current Staff 20,792,077 38,1 '15,544

Loans Receivable from Former Staff
Tota! 20,792,077 38,115,544

Number Number
At start of year 55 80

2Loans issued
Less loans repaid (15) (27)
At end of year 40 55

-1.9-
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Notes to the Financial Statements (Continued)

12. Due from Scheme Banker

These amounts represent capital balances recovered from the staff but had not been
ploughed back to the Scheme as at the end of the year under review.

13. Revolving Fund

Revolving Funds relate to the total amounts received from the Exchequer into the car
loan scheme as of 30 June, 2025.

1 4. Accumulated Surplus

This relates to the surplus/deficit amounts realized for the years since the Scheme's
inception in 2016. The surplus is ploughed back into the Scheme since it's a Revolving
Fund.

OfTKE OF IHI AUOIIOT 6tl.ERAI
REPUALIC Of KE|Y^

Kshs
Housing Finance Company Ltd 7,506,797 7,508,111
Co-operative Bank of Kenya 2,101,326 8,365,387
Total 9,608,123 15,873,498

Kshs Kshs
Opening Balance 15,873,498 15,459,915
lncrease/decrease for the year (6,265,375) 413,583
Closing Balance 9,608,123 15,873,498

Kshs Kshs
Housing Finance Company Ltd 151,411,100 151,411j00
Co-operative Bank of Kenya 22,000,200 22,000,200
At end of year 173,411,300 173,411,300

Kshs Kshs
Opening Balance 173,411,300 303,41 1,300
Transfers to Staff Mortgage Scheme (130,000,000)
Closing Balance 173,411,300 173,411,300

Kshs Kshs
Opening Balance 51 ,815,934 49,113,720
Surplus/deficit for the year (1,262,463) 2,702,214
Closing Balance 50,5s3,469 51,815,934
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Other Disclosures

15. Related Party Balances

a) Nature of Related Pafi Relationships

Entities and other parties related to the Scheme include those parties who have ability

to exercise control or exercise significant influence over its operating and financial

decisions. Related parties include management personnel, their associates and close

family members. The Scheme is related to the following entities:

a) Office of the Auditor-General (OAG)

b) Scheme Committee.

b) Related party transactions

The Committee members who had benefitted from the Car Loan facility owed the
Scheme a total of Kshs.909,798 as at the end of the financial year compared to
Kshs.1 ,200,025 for the previous financial year due to recoveries made as shown
below:

Kshs Kshs
Transfers from OAG

Loans issued to Scheme Committee
members- Housing Finance Company
Loans issued to Scheme Committee
members- Co-operative Bank of Kenya
lnterest from Scheme Committee members-
Co-operative Bank of Kenya

32,317 40,903

lnterest from Scheme Committee members-
Housing Finance Company
Total 32,317 40,903

Related party Balances Kshs Kshs
Due from Scheme Committee members-
Housing Finance Company
Due from Scheme Committee members -
Co-operative Bank of Kenya

909,798 1,200,025

Total 909,798 1,200,025

-2L-
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Other Disclosures (continued)

16. Financial Risk Management

The Scheme's activities expose it to a variety of financial risks including credit and

liquidity risks and effects of changes in foreign currency. The Scheme's overall risk

management programme focuses on unpredictability of changes in the business

environment and seeks to minimise the potential adverse effect of such risks on its

performance by setting acceptable levels of risk.

The Scheme does not hedge any risks and has in place policies to ensure that credit

is only extended to OAG staff as per the established Scheme's guidelines.

The Scheme's financial risk management objectives and policies are detailed below:

a) Credit Risk

The Scheme has exposure to credit risk, which is the risk that a counterparty will be

unable to pay amounts in full when due. Credit risk arises from cash and cash

equivalents, and deposits with banks, loans receivable as well as other receivables.

Management Committee assesses the credit quality of each staff, considering the

financial position, past experience and other factors. lndividual risk limits are based on

internal and external assessment in accordance with the limits set by the SRC.

The carrying amounts of financial assets recorded in the financial statements

representing the Scheme's maximum exposure to credit risk without considering of the

value of any collateral obtained is made up as follows:

At 30 June 2025
Loan Receivables 20,792,797 20,792,797
Due from Scheme Banker 9,608,123 9,608,123
Bank Balances 198,272,622
Expected Credit Loss (4,708,053) (4,708,053)
Total 223,964,769 223,964,769
At 30 June 2024
Loan Receivables 38,1 1 5,544
Due from Scheme Banker 15,873,498 15,873,498
Bank Balances 171,238,192 171,238,192
Total 225,227,234 225,227,234
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Kshs. Kshs.
Revolving Fund 173,411,300 173,41 1 ,300

51 ,815,934Accumulated Surplus 50,553,469
Total funds 223,964,769
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Other Disclosures (continued)

The Loanees under fully performing category are paying their debts. The credit risk

associated with these receivables is minimal and the risk has been transferred to

Scheme Banks. No amount has been identified as unrecoverable hence no

impairment done.

The Scheme's exposure to credit risk relating to bank balances is minimal, as deposits

are held with CBK-regulated commercial banks with strong capital adequacy and

liquidity ratios. The recognised ECL reflects a conservative regulatory-aligned

estimate rather than evidence of deterioration in credit quality.

b) Market Risk

The objective of market risk management is to manage and control market risk

exposures within acceptable parameters, while optimising the return. Overall

responsibility for managing market risk rests with the Audit and Risk Management

Committee which reviews and approves the detailed risk management policies.

The Office has put in place an internal audit function to assist it in assessing the risk

faced by the Scheme on an ongoing basis, evaluate and test the design and

effectiveness of its internal accounting and operational controls. Market risk is the risk

arising from changes in market prices, such as interest rate, equity prices and foreign

exchange rates which will affect the Scheme's income or the value of its holding of

financial instruments.

There has been no change to the Scheme's exposure to market risks or the manner

in which it manages and measures the risk. Aside from interest rate covered below,

the Scheme does not have material exposures to other market risks.

c) Capital Risk Management

The objective of the Scheme's capital risk management is to safeguard the Scheme's

ability to continue as a going concern. Currently, the Scheme has no borrowings. The

Scheme capital structure comprises of the following:

I
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Using the end of the year figures of interest from deposits of Kshs.4,053,633 one

percentage point increase/decrease from the floating interest rates used would result

to a Kshs.1,611,458 (2024: Kshs.1,094,776) decrease/increase in income. A 5%

increase/decrease in the rate would result into a Kshs.8,057,290 (2024: Kshs.

5,473,881) decrease/increase in interest income and profit before tax.

17. 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.

H orar(f or THt auorTor 6txcRAL
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Other Disclosures (continued)

d) lnterest Rate Risk

lnterest rate risk is the risk that the Scheme's financial condition may be adversely

affected as a result of changes in interest rate levels. The Scheme's interest rate risk

arises from bank deposits at Housing Finance Company Ltd and Co-operative Bank

of Kenya. This exposes the Scheme to cash flow interest rate risk. The interest rate

risk exposure arises mainly from interest rate movements on the Scheme's deposits.

To manage the interest rate risk, Management has endeavoured to only bank with

institutions that offer favourable interest rates and are regulated by CBK.

Sensitivity Analysis

The Scheme analyses its interest rate exposure on a dynamic basis by conducting a

sensitivity analysis. This involves determining the impact on profit or loss of defined

rate shifts. The sensitivity analysis for interest rate risk assumes that all other

variables, in particular foreign exchange rates, remain constant. The analysis has

been performed on the same basis as the prior year.



Office of The Auditor-General Stoff Car Loon Scheme
Reports and Finoncial Stotements
For the year ended 3o )une, zoz5

Other Disclosures (continued)

18. Events after the Reporting Period

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

19. Ultimate and Holding Entity

The Scheme is established under Section 24 (4) of the Public Finance Management

(PFM) Act,2012 and it's under the sponsorship of the Office of the Auditor-General,

which is an lndependent Office.

20. Currency

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

nearest shilling.

H otft(E or rxl auortofi GEracnaL
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21. Annexes

Annex l: Progress on Follow Up of Prior Year Auditor's Recommendations

There were no issues raised in 202312024 financial year. The Scheme received an

Unmodified Audit Opinion.

ortrca of rH( luorYor GtTERAL

FCPA Nancy Gathungu, CBS
Aud itor-General/Scheme
Administrator

CPA Dr. Leonard Lari
Committee Chairman

ICPAK No: 2981

CPA lsaac Ng'ang'a
Deputy Auditor General -
Corporate Services/Scheme
Accountant
ICPAK No:8292
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Annex !l: lnter-Fund Confirmation Letter

Name of transferring entity

Name of beneficiary entity.

Annex lll: Reporting of Climate Relevant Expenditures

The Scheme did not incur any climate related expenditure during the year under review

The Scheme did not incur any disaster related expenditure during the year under review

Reference
Number

Date
Disbursed

Recurrent
(A)

Development
(B)

Total
(c)=(A+B) Remarks

N/A

o
1

o
2

o
3

o
4

N/A III

N/A
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Annex lV: Disaster Expenditure Reporting Template

Conlirmation of amounts received by OAG Car Loan Scheme as at 30 June,
2025

Total

Project
Descripl

on

Project
Activiti

e3

Sourc
eof

Fund
c

Projecl

i-
Programme I Sub-

I programme
Disaster
Type

Category | Expenditure Amount I Comments
(Kshs. ) Iitem

I
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