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l. Acronyms and Definition of l(ey Terms

A. Acronyms

CEO

GM

CBK

ICPAK

IPSAS

N'I'

OCOB

OAG

OSHA

PFM

PPE

PSASB

SAGAs

Chicf Executive Officer

General Manager

Central Bank of Kenya

lnstitute of Certified Public Accountants of Kenya

lntemational Public Sector Accounting Standards

National Trearury

Office of the Controller of Budget

Offise of the Auditor General

Occupational Safety and Health Act of 2007

Public F'inance Management

Property Ptant & EquiPrnent

Public Sector Accounting Standards Board

Senri-Autonomous Covcrnment Agencies

B. Definition of Key Terms

Fi{uciary management- Members of manageme nt entrusted directly rvith the responsibility

and trust tbr the Scheme's tinancial resources.

Accrual basis - a basis ofaccounting under which transactions and othet events are rccognized

r,vhen they occur (and nclt only rvhen cash or its equivalcnt is received or paid). 'fherefore, 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 recogniz-ed under accrual

accounting are assets, liabilities, net assets/equity, reventre and expenses'

Assets are resoufces controlled by an entity as a result of past events and from which future

economic beneiits or service potential are expected to flow to tlre entity.

Expcnscs are decrcases i1 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.

Revcnue is the gross inflow ol econonric benefits or service Potential during the reporting

pcriod when those inflorvs result in an increase in net assets/equity, other than increases

relating to contributions from orl'ners.

ll
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2. Kcy Fund information and management

a) Background information

The Rural Electrification and Renewable Energy Corporation (REREC) was established as a

State Corporation under section 43 oIthe Energy Act of 2019. Upon its establishment, REREC

succeeded the Rural Electrification Authority, rvhich was originally constituted under section

66 of the now-repealed Energy Act No. l2 of 2006. As a result, all rights, duties, obligations,

assets, and liabilities of the Rural Electrification Authority were automatically and fully

transfened to REREC. Furthermore, any reference to the Rural Electrification Authority in any

conkact or document is now considered a refcrence to the Corporation established under the

2019 Act.

Further, the Scheme was established and administered as provided under Section 2a $) Q) of
the PFM Act, 20 t2 and Section 127 (l) (2) of the PFM (National Govemment) Regulations,

2015.

This circular provides comprehensive directives tbr the provision of car loan and lnortgage

benefits to state and public oflicers, ensuring standardized access across govemment entities.

Section 84 of the Public Finance Managemeut (PFM) Act 2012 mandates the administrator of

public funds to prepare annual financial statements of the Scheme. For proper nranagement of

the Schenre and as advised by the Salaries and Remuneration Commission in the circular under

the reference, the Corporation developed Staff Mortgage and Car loan Scheme Guidelines and

ul

I

The Staff Mortgage and Car Loan Scheme is a revolving fund for REREC staff established

pursuant to the Salaries and Remuneratlon Commission circular number SRC/ADM/CIR/l/13

Vol. III (128) dated l7 December,20l4. This circular provides comprehensive directives for

the provision of car loan and mortgage benefits to state and public officers, ensuring

standardized access across govenrmeut entities.

The Salaries and Remuneration Commission in its circular reference SRC/ADM/CIR/l /13 Vol.

III ( 128) dated I 7 December, 2014 provided guidelines for access of Mortgage and Car Loan

benefits by state and public officers. Arising therefrom, the Corporation approved and adopted

the Guidelines for REREC StaffMortgage and Car Loan Scheme.
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adopted the PFM Act,70l2 and PFM Regulations, 2015 to guide in the operationalization of

the Scheme.

The Scheme is wholly owned by the REREC and is domiciled in Kenya.

b) Principrl Activities

The principal activity of the scheme is to administer mortgage and car loan lacilities for staff

members. This includes providing loans for the purchase and development of residential

houses and for acquiring motor vehicles for personal use.

The scheme Administrator oversees the operations of the scheme. The scheme Administration

Committee which is charged with the responsibility of processing loans from applicants in

accordance with laid down approved regulations, setting up a revolving Fund for the

disbursement of loans and supervising the day-to-day operations ofthe Fund.

The key objectives of the Rural Electrification and Renervable Energy Corporation mortgage

and car loan Scheme are to:

a) Provide loan facility for purchase and development of residential houses.

b) Provide loan facility for purchase ofnrotor vehicles for personal use.

c) SchemeAdministrationCommittee

The scheme administration committee members who held office during the financial year

ended 30th June 2025 were:

CS Dr. Rose N MkalamaI Chairperson

CHRP Everlyn Koech2
Scheme Administrator & Secretary to

the Administration Conrmittee
CPA Davis Cheruiyot) Committee Member
Dr Eng. James Muriuki4 Corrmittee Member
CPA Hassan Alhaji Yusuf Suleiman5 Committee Member
Eng Tom Fred IshugahCommittee Member6

Dr David Gitonga7 Comnrittee Member
CHRP Beatrice Njuguna8 Committee Member

PositionSN Namc
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ii) Key Management

d) Fiduciary Oversight Arrangements

The Corporation has implemented key fiduciary oversight anangements through lts Audit

Committee, which is responsible for supervising the Secretariat's activities. The commiftee is

chaired by an independent individual who is not an employee of the Corporation, and includes

one scheme Committee member. This structure ensures impa(iality and high standards of

oversight.

During the financial year ending 30th June 2025, the Audit Committee memb€rs were carefully

chosen to ensure effective oversight ofthe Mortgage and Car Loan Scheme. Their rolc inctudes

reviewing financial statements, overseeing internal audits, and ensuring regulatory compliance

to maintain transparency and accountability.

The committee's responsibil ities extend to assessing the scheme's risk management processes

and ensuring that frnancial practices are in line with best practices and legal requirements. This

rigorous oversight helps safeguard the integrity and effectiveness of the scheme.

e) Registered Offices
Kawi House, Off Red Cross Road, South C
P.O Box 34585 - 00100.
Telephone: (254) 709 193000/3600
E-mai[: info@rerec.co.ke
Website: wrvw.rerec.co.ke

Q Scheme Contacts
Telephone : (25 4) 7 09 I 93000/3600
E-mail: info@rerec.co.ke
Website: www.rerec.co.ke

I
CEO and Chairperson of the
Management Team

CS Dr. Rose N. Mkalama

2 Scheme Administrator CHRP Everlyn Koech

J Scheme FinanciaI Advisor CPA Davis K. Cheruiyot

I Chairperson, Audit Committee Mr. Mark Nderitu
2 Audit Committee Member Ms. Wendy Nguyu

Audit Committee Member Dr. Charles Owino
4 Secretary to the Committee CPA Hassan Alhaji Yusuf

SN Positiob Name

No. Position Name

J
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g) Scheme Banker and Fund Managcrs

Stima DT Sacco Society Limited.
Kawi Branch - Nairobi Kawi Complex,
South C Bellevue, Off Mombasa Road, OffRed Cross Road

Telephone: 0703 024 8521)
Emai[ : kawibranch@stima-sacco.com

Member No: 1041652

Account No: 801 104165201-0

Account Product: Prime Account

Stima DT Sacco Society Limited Associated commercial bank:

Bank Name : Co-operative Bank of Kenya Limited.
Account Name: Stima Sacco Ltd - Front Office Service Activity
Branch: Mombasa Road Branch
Account No. 0l 1 20069062620
Nairobi - Kenya.

h) Auditor

Auditor-General
Office of the Auditor General
Anniversary Towers, Llniversity Way
P.O. Box 30084
GPO 00100
Nairobi - Kcnya

i) Principal Legal Adviser

The Attorney General
State Law Office and Department of Justice

Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi - Kenya

VI
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3. Scheme Administration Committee

CS Dr. Rose N. Mkalama

Chairperson, Scheme
Administration Committee

CS Dr. Rose Mkalama, serves as both the Chairperson of
the Scheme Administration Committee and the Chief
Executive Officer of the Corporation. In these roles, she

provides strategic leadership, ensures robust governance

and compliance, and oversees the scheme's operations to

eflectively achieve its objectives and serve the best

interests ofthe staff.

She holds a doctorate in Business Administration (PhD),

a Master of Business Administration (MBA), and a
Bachelor's degree in Laws (LLB) all from the University

of Nairobi. Additionally, she hold a Master of Laws in oil
and gas (LLM, oil and Gas) from Strathmore University.

She is also a Certified Utility Management Specialist

having qualified from the Institute of Public -Private
Partnerships and the Water Engineering and Development

Centre of Loughborough University- Washington DC.

Dr. Mkalama is an Advocate of the High Court of Kenya
and a Certified Secretary of Kenya (ICPSK).

CHRP Everlyn Chepkorir Koech rvas appointed as the

Scheme Administrator and Secretary to the

Administration Comm ittee. effective February 28, 2025.

She has been an integral part of the Corporation since May
2018, serving as the Manager of Fluman Resources and

currently holding the position of Acting General Manager,

Human Resources and Administration.

ln her role, she is responsible for overseeing the

Corporation's Human Resource Management, including

HR planning, recruitment and selection, employee

welfare, training and development, and retention

strategies. She also plays a key role in providing

administrative support, nranaging operational tasks,

coordinating meetings, and ensuring the seamless

functioning of the Scheme Administration Committee.

CHRP Everlyn Chepkorir
Koech
Scheme Administrator & Seoetary
to the Administration Committee

vll

Name I Details of qualific'.rtions and crpericnce
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She holds an MBA in Human Resource Management from

Kabarak University, a Bachelor's Degree in Human

Resource Management from Kenya Methodist University,

and a Diploma in Human Resource Management from the

Institute of Human Resource Management (IHRM).

CPA Davis K. Chcruiyot
Scheme Administration Committee
Member

CPA Davis Cheruiyot is a member ol the Scheme

Administration Committee and serves as the General

Manager of the Finance and ICT Directorate.

FIe has been with the organization since May 201 8,

starting as the Manager of Finance and Accounts before

advancing to his cunent role. In addition to overseeing the

departments, he provides financial advisory services to the

scheme committee.

He holds a Master of Science in Finance and lnvestment

(MSFI) and a Bachelor of Business Administration in

Finance and Accounting, both from Kenya Methodist

University (KEMU).

He is also a Certified Public Accountant and a member of
the Institute ol Certified Public Accountants of Kenya

(rcPAK).

Dr. Eng. James Muriuki
Scheme Administration Committee
Member

Dr. Eng. James Muriuki is a member of the Scheme

Administration Committee and serves as the General

Manager of Power Distribution and Regional

Coordination. He ensures that identified projects are

designed and implemented on time and adhere to high-

quality design standards.

Dr. Eng. Muriuki holds a Ph.D. in Electrical Engineering,

Master of Science in Electrical Engineering, Master of
Scieuce in project managenrent from JKUAT and a

Bachetor of Science degree in Electrical & Electronic

Engineering from the same institution.

He is a certified Professional Engineer and a member of
the Engineering Board of Kenya (EBK), a corporate

vlll

I

She is also a member of IHRM, demonstrating her

commitment to professional excellence in human resource

and administrative management.
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Eng. Tom Fred Ishugah
Scheme Administratlon Committee
Member

I

member of the Institution of Engineers of Kenya (IEK),
and a licensed Electrician by the Energy and Petroleum

Regulatory Authority (EPRA) with Class Al certification.

CPA Hassan Yusuf is a member of the Scheme

Administration Committee and is responsible for intemal
audit strategies, plans, policies, and systems. He

supervises periodic revielvs of both financial and non-

financial operations to ensure compliance and

effectiveness.

He is also a Lead Auditor for both Quatity Management

Systems and Information Security Management Systems

ISO/IEC. As a professional accountant, he has extensive

experience in auditing, risk management, accounting, and

finaace.

He has previously worked with public instihrtions such as

the now-defunct Kenya Post and Telecommunications and

Lake Victoria North Water Works Agency.

FIe is a member of the Institute of Internal Auditors (IIA),
the Institute of Certified Public Accountants of Kenya
(ICPAK), and, most recently, an afliliated member of the

Institute of Risk Management (lRM).

Eng. Fred Ishugah is a member of the Scheme

Administration Committee. He is responsible for the

strategic and operational leadership of the corporations

Renewable and Alternative Energy mandates.

He holds a Master of Science in Engineering from
Shanghai Jiao Tong University and a Bachelor ofScience
in Energy Engineering.

He is a Certified Energy Manager with the Association of
Energy Engineers, a Registered Environmental lmpact
Assessment Expert with NEMA, and a member of the

Association of Energy Professionals Eastem Africa and

IETTK.

CPA Hassan Alhaji Yusuf

Scheme Administration Committee
Member

I
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Dr David Gitonga is a member of the Scheme

Administration Committee. He is responsible for driving

the corpoaration core business of rural electrification

through applied research and strategy development,

ptanning and evaluation of project impacts, development

of alternative revenue streams and management of
coporate quality management system and risk

management.

He hotds a Bachelor of Science in Civil Engineering

(Hons) from Jomo Kenyatta University of Agriculture and

Technology (JKUAT), a Master's Degree in Integrated

Water Resources Management from the University of
Dar-es-Salaam, and a Doctor of Philosophy (PhD) in

Disaster Management and Humanitarian Assistance from

Masinde Muliro University of Technology (MMUST).

Dr. David Gitonga
Scheme Adnrinistration Committee
Member

CHRP Beatrice Njuguna is a member of the Scheme

Administration Committee. She is responsible for the

management of communication and publicity related to

the Corporation's mandate, ensuring effective

engagement with all stakeholder groups.

Additionally, she spearheads advocacy programs aimed at

securing strategic partnerships to facilitate successful

project implementation.

She holds a Bachelor of Business Management (BBM)

with a focus on Human Resource Management, a Master's

in Public Administration speciallzing in Pubtic Policy and

Administration, and a Diploma in Human Resource

Management.

She is a member of the lnstitute of Human Resource

Management (IHRM) and has completed several key

trainings in Covernance and Leadership.

CHRP Beatrice Njuguna
Scheme Adrninistration Committee
Member
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4. Management Team

CS Dr. Rose Mkalama, serves as both the Chairperson of
the Scheme Management Team and the Chief Executive

Officer of the Corporation. In these roles, she provides

strategic leadership, ensures robust governance and

compliance, and oversees the scheme's operations to

effectively achieve its objectives and serve the best

interests of the staff

She holds a doctorate in Business Administration (PhD),

a Master of Business Administration (MBA), and a

Bachelor's degree in Laws (LLB) all from the University

of Nairobi. Additionatly, she hotd a Master of Laws in oil

and gas (LLM, oil and Cas) from Strathmore University.

She is also a Certified Utility Management Specialist

having qualified from the Institute of Public -Private
Partnerships and the Water Engineering and Developrnent

Centre of Loughborough University- Washington DC.

Dr. Mkalama is an Advocate of the High Court of Kenya

and a Certifred Secretary of Kenya (ICPSK).

CS. Dr. Rose N. Mkalama
CEO and Chairperson of the

Management Team

CHRP Everlyn Chepkorir Koech was appointed as the

Scheme Administrator, effective February 28, 2025. She

brings extensive experience in human resource

management and administration, having served as tl're

Manager of Human Resources since May 20 I 8 and

currently holding the position of Acting General Manager,

FIuman Resources and Administration.

As Scheme Administrator, she is responslble for the day-

to-day management and operational oversight of the

scheme, ensuring efficient administration and adherence

to govemance frameworks. She oversees member

onboarding, policy implementation, and compliance with

regulatory requirements while enhancing stakeholder

engagement. Additionally, she facilitates the Scheme

Administration Committee's operations by managing

CHRP Everlyn Koech
Ag. General Manager, FIR-/Admin
and Schenre Administrator

xl
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administrative tasks, coordinating meetings, and ensuring

smooth service delivery to scheme beneficiaries.

CHRP Koech holds an MBA in Human Resource

Management from Kabarak University, a Bachelor's

Degree in Human Resource Management from Kenya

Methodist University, and a Diploma in Human Resource

Management from the Institute of Human Resource

Managenrent (IHRM. She is also a member of [HRM,

reinforcing her expertise in HR governance and scheme

administration. Her leadership ensures the scheme's

effective management, sustainability, and alignment with

best practices in human capital administration.

CPA Davis Cheruiyot is a distinguished financial expert

serving as the General Manager of the Finance and ICT
Directorate and a key member of the Scheme

Administration Committee. Since joining the orgaoization

in May 201 8, he has played a pivotal role in financial

management, initially as the Manager of Finance and

Accounts before advancing to his current leadership

position.

In addition to overseeing the Finance and ICT functions,

he provides strategic financial advisory services to the

Scheme Administration Committee, ensuring the

scheme's financial sustainability and operational

effrciency.

In his advisory role, CPA Cheruiyot is responsible for
strategic financial oversight, guiding investment

strategies, monitoring loan disbursements and

repaynrents. and ensuring strict compliance with financial

regulations. I-[e assesses financial risks, fbrmulates

mitigation measures, and ensures the prudent utilization of
scheme funds. Additionally, he oversees preparation of
tlnancial reports and forecasts, leveraging data-driven

insights to support informed decision-making, optimize

resource allocation, and sustain the scheme's long-term

financial health.

He holds a Master of Science in Finance and Investment

(MSFI) and a tsachelor of Business Administration in

CPA Davis K. Cheruiyot
General Manager, Finance & ICT
and Scheme Financial Advisor

xu
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Finance and Accounting, both from Kenya Methodist

University KEMU). He is a Certified Public Accountant

(CPA) and an active member of the Institute of Certified

Public Accountants of Kenya (ICPAK).
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5. Chairperson'sReport

Introduction

I am delighted to present a comprehensive overview ofour achievements, challenges, and strategic

outlook for the financial year 2024125.

'fhe Scheme is a revolving fund for REREC Stafl' established pursuant to Salaries and

Remuneration Commission Circular Nurnber SRC/ADM/CIR/1/13 Vol. III ( 128) dated December

17.2014 operates under the provisions of Section 24 (6) (7) of the Public Finance Management

(PFM) Act, 2012and Section 127 (l)(2) of the PFM (National Governrnent) Regulations,2015.

The Schenre was operationalized following approval by the Corporation Boatd during its 54th

meeting on March 16,2023.lt is designed to enhance employee rvelfare by providing access to

low-interest credit lacilities for acquiring residential properties and personal motor vehicles. This

suppo( ofl'er.s employees a sense of stabitity and security, facilitating thcir transportation needs

and enabling thenl to focus t.ore etfectively on our mission ofexpanding rural electrification and

pronroti ng renewable energy.

An initial seed capital of Kshs. 300 million was translerred to Stima D'[ Sacco Society Ltd on

October 9,2023, during the 2023124 financial year, to operationalize the REREC Staff Mortgage

and Car [-oan Revolving Fund.

During the curent financial year, an additional capital injection of Kshs.49.982 million was made,

bringing the total capitai contributed to Kshs. 349.982 million as at June 30,2025. These funds are

managed by the Sacco under an agreement to adrninister mortgage and car loan facilities to

qualifying stalf on be hatf of ItEREC.

The Scherne is administered by ttre Administration Comnrittee, which evaluates and recommettds

applications for processing in accordance with thc regulations. To support the Administration

Committee, the Corporation Board has engaged Stima DT Sacco Society Ltd to provide

professional advisory services. including tinancial, legal, and valuation expertise.

xlv
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Successcs Achieved

Since the inception of the Scheme, we have made significant strides in improving the lives olour

employees. Key successes include:

i) Incrcssed Employee Satisfaction: The scheme has led to a marked increase in employee

satisfaction and rnorale, By offering competitive mortgage and car loan options, rve have

enabled many employees to achieve homeownership and secure reliable traluportation.

ii) Enhanced Productivity: With the financial burden of housing and transportation reduced,

employees have been able to concentrate better on their work, leading to increased

productivity and efficiency in our operations.

iii) Attractivc Emptoynrent Proposition: The scheme has made REREC a more attractive

employer, aiding in the recruitnrent and retention of top talent. This has been crucial in

building a dedicated rvorkforce committed to our vision and goals.

iv) Successful Loan Disbursemcnt: As of the end of the financial year, rve have successfully

disbursed seventeen (17) mortgage loans and thirteen (13) car loans, amounting to Kshs.

184,850,000 and Kshs.24,545,000, respectively. Cumulatively, since the inception ofthe

scheme, a total of twenty-eight (28) mortgage loans and twenty-tkee (23) car loans have

been disbursed, totaling Kshs. 317,700,420 and Kshs. 45,995,000, respectively. These

figures reflect our continued commitment to supporting the financial well-being and

empowerment of our employees.

Challenges Frced

Despite the successes, the implementation of the Mortgage and Car Loan Scheme has not been

without challenges:

i) Financial Constraints: The allocation of significant funds tor.r'ards the loan scheme

highlights our cornmitment to supporting key initiatives. While balancing these

investments with other operationa[ and project experrditures presents challenges, it also

underscores our dedication to managing resources effectively and prioritizing strategic

objectives.

ii) Eligibilig and Accessibility: Ensuring fair and equitable access to the loan scheme for all

employees has been a challenge. Some ernployees have faced diftlcutties in meeting

xv
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eligibility criteria, leading to dissatisfaction among those who could not benefit

imnrediately.

iii) Non-compliance rvith Scheme Requirements by Applicants: Some applicants lravc

faited to meet the stipulated eligibitity criteria and documentation reqttirements, causing

delays and potential rejections of their applications. This highlights the need tbr better

guidance and communication to ensure adherence to the Scheme's standards.

iv) Extendcd Processing Timc for Loan Applications: The current loan application

processing time is longer than expected. \\,e are actively working to refine and expedite

our procedures to ensure a faster and more eflicient experience for our applicants.

Futurc Outlooli

Looking ahead, we are committed to refining and expanding the scheme to better serve our

employees. Our flt(ure plans include:

i) Enhanced Financial Education: T'o further support our employees in rnanaging their

loans effectively, we have introduced ongoing financial literacy programs. These initiatives

are designed to equip staff rvith essential skills in budgeting, saving, and investnrent

strategies, empowering them to make intbrmed and responsible iinancial decisions.

ii) tlxpansion of the Scheme: Based on feedback and demand, we aim to broaden the scope

of the loarr scheme, potentially enhancing the financial thresl'rolds and introducing

additional beuefits such as refinancing options.

iii) Sustainable Funding: To ensure the long-term sustainability of the scheme, we will

explore partnerships aud alternative funding sources, reducing the financial strain ot't

REREC's core operations.

Conclusion

ln conclusion, the Mortgage ancl Car Loan Scheme has been a pivotal initiative for REREC,

significantty contributing to enrployee welfare and organizational sttccess. While we have faced

challenges. our commitment to continuous irnprovement and innovation v,'ill guide us in

overcoming these obstacles and achieving greater heights in the future.
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I extend my heartfelt gratitude to our dedicated employees, management team, and stakeholders

for their unwavering support and contribution to the success of this scheme. Together, we will

continue to drive forward our mission of rural electrification and renewable energy adoption.

Signed by:

Oate:,.?
.f'

A(q ust )u15....:.1...'...i......'.

CS. Dr. Rose N. Mkalama
Chairperson, Scheme Administration Committeefir
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6. Report of the Scheme Administrator

Introduction

I am pleased to present the financial statements for the year ended 30th June 2025, in compliance

with Section 84 (2) of the Public Finance Managernent Act, 2012, and incorporating guidance fionr

the Public Service Cornmission (PSC) guidelines, Human Resource Policies, Treasury circulars,

and other relevant statutes and regulations concerning the administration of rnortgage and car loan

schemes. The objective of the Rural Etectrification and [tenewable Energy Corporatlon (REREC)

Mortgage and Car Loan Scheme is to enable staffto acquire residcntial houses and personal motor

vehicles by providing access to [ow-interest credit facilities, thus facilitating their transport to

work.

As the Fund Administrator of the Schenre, I am honored to present a detailed report on the

Mortgage and Car Loan Scheme. This report will elaborate on the successes, challenges, and future

outlook of the sclleme. as well as provide overview of the firtancial pcrformance of the fund for

the financial year 2024/25.

Detailcd Analysis of Successes Achieved

The Mortgage and Car [,oan Scheme has proven to be a transformativ'e initiative lor REREC and

its employees. Below are detailed highlights of our successes:

(i) Loan Disbursement and UPtake

An initiat seed capital of Kshs. 300 miltion was deposited with Stima DT Sacco

Society Ltd in the 2023124 financial year. The Sacco seryes as the fund manager

for the Mortgage and Car Loan Schetne. which operates tlnder a structured

framework established between REREC and Stima DT Sacco Society Ltd.

'[o accomnrodate increasing denrand and support new loan applications, an

additional Kshs. 49.982 million was injected into the Scheme during the current

tinancial year.

As of the end of the 2024125 Financiat Year, a total of Kshs. 317'700,420 in

rnortgage loans and Kshs.45,995,000 in car loans has been disbursed, amounting

xvlll
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to IGhs. 363,695,420 in total disbursements. These funds have benefited a

significant portion of our workforce.

The uptake of the scheme has been ovenvhelmingly positive, with a high

application rate indicating strong employee interest and trust in the program.

(ii) Impact on Employee Welfare:

The scheme has facilitated homeownership for twenty-eight (28) employees,

providing them with stability and a sense of security. Additionally, twenty-tkee

(23) employees have acquired vehicles, improving their mobility and reducing

commute-related stress.

The implementation of the scheme has significantly enhanced job satisfaction and

motivation among employees, as evidenced by positive feedback from participants.

The benefits and support provided through the scheme have contributed to a more

engaged and motivated workforce, reflecting the scheme's effectiveness in

addressing employee needs and boosting overall morale

(iii) Organizational Benefits:

. Enhanced employee satisfaction has resulted in a notable boost in productivity, with

higher engagement in the loan scheme showing marked improvements in

performance metrics.

. The schenre has proven to be an effective tool for talent acquisition and retention,

resulting in reduced employee tumover and an improved quality ofjob applicants.

Challenges Faced and Mitigation Strategies

White the scheme has been successful, several challenges have emerged during its implementation:

(i) FinancialConstraints

Allocating funds for the loan scheme has necessitated a substantial initial

investment, reflecting our strategic commilment to advancing crucial initlatives.

While this investment has placed pressure on REREC's overall budget, it

underscores our proactive approach to resource management and our dedication to

ensuring the scheme's success and long-term viability.
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To mitigate this, we have introduced a phased disbursement plan, allowing us to

manage cash flow rnore effectively white still meeting the needs of our employees.

(ii) Eligibility and Acccssibility:

Ensuring fair access to the scheme posed difficulties. as some employees struggled

to meet the stringent eligibility criteria.

In response, we have revised the eligibility cdteria to make them more inclusive,

without con'rpromising thc financial stability of the scheme. We have also

introduced an appeals process for employees who initially did not qualify.

(iii) E,conomic Environnrcnt:

Changes in tlre economic environment, including inflation, have influenced the

affordability ol thc loans. Despite offering loans at a fixed interest rate, which

shields bonowers liom interest rate fluctuations, we remain committed to

supporting our employees through these challenges. Our foctts is on ensuring tl'rat

the loan ternrs remain beneficial and sustainable for our borrowers' adapting to

economic conditions as needed.

In accordance with SRC guidelines, we have introduced flexible repayrnent options

and interest rate caps to help employees manage their loan repaylnents more

effectively.

Financial Pcrfornrance Ovcrvierv

The tinancial perflormance of the Mortgage and Car Loan Scheme for FY 2024125 has been robust,

retlecting prudent managenlent and strategic planning:

i) Revenue and 0xpentliture

The tund generated a net surplus afier tax oIKshs. 1,399,897 for the year, primarily

driven by interest income earned on disbr.rrsed loans and iuterest accrued on the

unutilized balancc of the revolving fund. This surplus underscores the financial

sustainabitity of the Scherne and its potential for continued growth and support of

employee wel fare initiatives.
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Total non-exchange revenue for the period includes a Kshs. 49.982 million transfer

ftom REREC, funded ttuough the Corporation's budget via the Exchequer. This

allocation was ainred at accommodating the increasing demand for the Mortgage

and Car Loan Scheme and enabled the injection of an additional Kshs. 49.982

million into the Schemc to support new loan applications.

Total operating costs, including administrative expenscs and Provision for Doubtful

Debts amounted to Kshs.5,630,888.

ii) Fund Balancc (Clsh nnd Cash equivalents)

As of the end of the financial year, the fund repo(ed a closing balance of Kshs.

10,481,783, This balance represents the unutilizcd po(ion of the revolving fund,

comprising funds not yet disbursed as loans. fire availability of this balance ensures

conrinued liquidity of the Scheme, cnabling it to meet ongoing and future loan

dernands without delays. It also reflects prudent financial managemcnt aod

effective utilization of resources undcr the firnd management ftamework.

iiD Rish Management:

. Risk Management Framcwork: Wc have implemented a comprehensive risk

management framework tfuough Stima DT Sacco to monitor and mitigate potential

risks, including credit risli, market risk, and operational risk. This hamework

cnsures proactivc identification, assessment, and management ofrisks to safeguard

the fund's stability and performance.

. Audit and Financial Review Practices: Regular audits and frnancial reviews have

been conducted to ensure transparency and accountability in the management ofthe

fund.

Future Outlook

Looking forw'ard, rve have several strategic initiativcs planned to enhance aud expand the Scheme:

(i) Financial Literacy Programs:

To support employees in nranaging their finances effectively, rve wi[[ launch

comprehensive financial literacy programs. Thcse programs wilI cover budgeting, saving,
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(ii) Scheme Expansion;

Based on t'eedback and demand, we plan to expand the scheme to include additional

benefits such as refinancing options, insurance packages, and support for home

improvements.

We will also explore partnerships with financial institutions to enhance the scheme's

offerings and ensure long-ternr sustainability

(iii) Sustainable Funding and Prrtnerships:

To reduce reliance on intemal funds, we will seek partnerships with extemal investors and

financial institutions. These partnerships will provide additional capital and expertise,

ensuring the continued growth and success of the scheme.

Conclusion

In conclusion, the Mortgage and Car Loan Scheme has had a profoundly positive impact on

REREC and its employees. Despite facing various challenges, our commitnrent to continuous

enhancement and innovation has allorved us to navigate and resolve these issues effectively. I am

confidsnt that with our ongoing strategic initiatives and dedicated teamwork, we will fu(her refine

the schcmc and achieve €ven greater success.

I would like to extend my sincere appreciation to our employees, management team, and

stakeholders for their unwavering support and dedication.

Signed by:

ffip o,,",. 3f . A-(.$ . J.:S, *-g.2_j

CIIRP Evcrlyn Koech
Scheme Administrator

investing, and debt management, empowering employees to nnke informed financial

decisions.
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7. Statement of Performance against Predetermined Objectives

Introduction

Section 8l Subsection 2 (f; of the Public Finance Management Act,20l2, requires the Accounting

Offrcer to include in the financial statement, a statement of the national governrnent Fund's

performance against predetermined objectives. The key objectives of the Renewable Energy and

Rural Electrification Corporation (REREC) Mortgage and Car Loan Fund are to:

a) Provide loan facilities for the purchase and development of residential houses.

b) Provide loan facilities for the purchase of motor vehicles for personal use.

Progress on Attainment of the scheme's Objectives:

To implement and cascade the above fund objectives to specific sectors, all the objectives were

made Specific, Measurable, Achievable, Realistic, and Time-bound (SMART) and converted into

fund outcomes. Attendant indicators were identified for tracking progress and performance

measurement.

Below is the progress on attaining the stated objectives

As at the end of

Fv 2024t25,

fifty-one (51)

staff members

obtained loans

for the purchase

of residential

houses and

personal

vehicles.

The nunrber of

staff members

who received

loan facilities for

acquiring

residential

houses and

personal

vehicles.

Decent housing

for staff and ease

of movement to

and from work.

To provide loan

facility for

purchase and

development of

residential

houses; and

purchase of

motor vehicles

for personal use

REREC

Mortgage and

Car loan

Scheme.

xxul
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8. Corporatc Govcrnancc Ststement

a) Proccss of Appointmcnt and Removal of Administration Committee Members

The Admigistration Conrmittee members are appointed tkough a formal process that includes

nomination by existing mernbers, review by a governance comnrittee, and approval by the Board.

Removal of members is conducted based on predefined criteri4 including perfonnance issues or

breaches of conduct, and requires a majority vote by the Board.

b) Roles and Functions of thc Administration Committec Mcmbcrs

The Administration Committee is responsible for overseeing the operational management of the

scheme, including policy implernentation, financial oversiglrt, and strategic plaruring. Committee

members are tasked u,ith revierving performance metrics, ensuring compliance with regulatory

requiremcnts, and providing recommendations for improvement.

c) Number of Fund Administration Committee llleetings Held and Attendance

During the reporting period, the Fund Administration Committee held several meetings to oversee

and guide the administration of funds effectively. The attendance of cotnmittee tnembers was

caretully monitored and regularly revielved to ensure a high level of engagement and courmitment.

These reviervs serve as a key indicator of member involvement, helping to maintain accountability

and ensure that eaoh member tuttills their responsibilities. Regutar monitoring of attendance also

allows for timely identitication of any issues related to member participation, enabling proactive

measures to prornote full engagernent and support the comt:rittee's objectivcs.

d) Succession Plan

A formal succession ptan is in place to address potential vacancies within the Administration

Comnrittee. This plan includes identitying and developing internal candidates, aud, if necessary,

engaging external search lirms to ensure a smooth transition and continuity ofgovernance.

xx rv

'[his Corporate Governance Statement outlines the principles and practices guiding our govemance

flramework, focusing on transparency, accountability, and adherence to regulations.
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e) Existence ofa Service Charter

A Service Charter has been established, outtining the commitment to providing high'quality

service, setting perfonnance standards, and defining the responsibilities of the Administration

Committee. This charter is reviewed annually and updated as necesszuy'

n otd Renewable Energy Corporulion staff mortgoge and Car loan Scheme

Financial Statetnents For the Year Ended 3At' fuue 2025

f) Induction and
Pcrformance

Training, Administration Committee Members and Membcr's

New Administration Committee members undergo a cornprehensive induction program that covers

the fund's opefations, govemance pfacticcs, and regulatory requirements. Ongoing training is

provided to ensure members stay updated on retevant developments. Performance reviews are

conducted regularly to assess and enhance member effectiveness.

g) Conflict of Intercst

A robust conflict of interest policy is in place to rnanage and disclose any potcntial conflicts.

Members are required to declare any personal or financial interests that may influence their

decisions, and appropriate measures are taken to mitigate any conflicts

h) Fund Committee Remuneration

Compensation for Fund Committee members is deternrined based on industry standards and the

scope o[ their responsibitities, in line with guidelines from the Salaries and Remuneration

Commission (SRC) and Human Resource policies.

i) Compliance rvith Bxisting Laws and Regulations

The fund adheres to all applicable larvs and regulations governing its operations. Regular audits

and reviews are conducted to ensure cornpliance, and any non-comptiance issues ore addressed

promptly.

j) Ethics and Conrluct as \Yell as Governance Audit Undertaken

The fund upholds high standards of ethics and conduct, guided by a Code of Conduct that all

members are required to fottow. A governance audit is conducted annually to assess the

eft'ectiveness of governance practices and identify areas tbr improvement. The results of the audit

are reviewed by the Board and actions are taken as necessary to address any findings.
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9. Management Discussion and Analysis

The Management Discussion and Analysis (MD&A) provides an overview of the Fund's

operational and finaucial perFormance, loan activity, compliance status, risk management, and

other pertinent information for the period.

Operational and Financial Performance

During the period under revierv, the scheme has demonstrated robust operational and financial

performance. Our perlormance has been strong. rvith key nretrics indicating growth and efticiency.

a) Financial Highlights

Total Revcnue: The Scheme reported a total revenue of Kshs 57,174,510. Tltis total

includes Kshs 49.982 rnillion from uon-exchange transactions and the remaining amount

Frorn exchange transactions, rvhich comprises interest income generated from loans and

interest carncd on the unutilized revolving fund.

Operating Expenses: Total operating expenses amounted to Kshs.5,630,888. Major

expense categories include scheme administration expenses and provisions for doubtful

debts.

Nct opcrating Rcvcnuc: The Fund recorded a net operating revenue of Kshs. 5 1,543,643

for the reporting period. After accouuting for taxes, the fund closed the financial year with

a net surplus after tax of Kshs. 1,399,897. 'fhis outcon,e delnonstrates prudent tinancial

management and reinforces thc continr.red sustainability and operational efficiency ol the

Scheme.

b) Loan Activity

Loan Schcnre Pcrformance Summary

As of FY 2024/25, the loan scheme has experienced strong growth, having issued a cumulative

total of 5l loans worth Kshs363.695 million, up fron'r21 [oans inFY 202)124. Theoutstanding

principal has risen sharply to Kshs 344.734 rnillion, reflecting active disbursements and relatively

low repayments to date (Kshs 18.962 million). This signals that most loans are still in their early

stages of repayment. The increase in loan issuance aligns with the Scheme's objective to expand

access to affordable credit, with performance reflecting strong portfolio uptake.

xxvt



Rural ElcctriJication ard Rer.ewable Energy Corporilion slaff ,nortgage and Car loan Schente

Annual Reporl arul Financial Stolenenls For lhe Year Ended 3At' June 2025

Financially, the scheme has generated cumulative revenue of Kshs 362J82 million over the two

years, with modest operating expenses totaling Kshs 6.583 million, leading to a healthy net

operating revenue of Kshs 355.599 million. The surplus after tax has reached Kshs 5.41 million,

contributing to a rise in ner assets from Kshs 304.007 million in FY 2023124 to Kshs 355.389

million in FY 2024/25. The overall financial position remains sound, supported by efficient cost

control, although close monitoring of loan recovery will be important given the rising outstanding

balance.

Detailed Financial Summary:

c) Compliance with Statutory Rcquircments

The Fund is in futl compliance with alt relevant statutory requiremeuts. This includes adherence

to financia[ reporting standards, regulatory filings, and other legal obligations. Regular reviews

and audits are conducted to ensure ongoing compliance.

d) Major Risks and Financial Obligations

Major Risks:

. Market Risk: Fiuctuations in market conditions could impact investment returns.

. Credit Risli: The risk of default on [oans or investrnents remains a concem. Strategies are

in place to mitigate this risk through rigorous credit assessments aud diversified

investments.

. Operational Risk: Potential disruptions to operations due to technological failures and

staffing issues.

Description FY 2OBN4 FY 2024t25 Year to date

Number of Loans Issued 21 Loans 30 Loans 5l Loans

Total Loan Issuance Kshs. I 54,300,420 Kshs.209,195,000 Kshs. 363,695,420

Total Outstanding Principal Kshs. 15 I ,750,099 Kshs.344,733,579 Kshs. 344,733,579

Total Repayments Kshs.2,550,321 Kshs.l6,4l 1,520 Kshs. t8,961,841

Total Revenue Kshs.305,007,954 Kshs.57,174,530 Kshs.362,182,484

Total Operating Expenses Kshs.952,334 Kshs.5,610,888 Kshs.6,583,222

Net Operating Revenue Kshs.304,055,620 Kshs.51,543,643 Kshs.355,599,263

Surplus/(Defi cit) Be[ore Tax Kshs.4,055,620 Kshs. I,561,643 Kshs.5,617,263

Surptus/(Defi cit) After Tax Kshs.4,007,162 Kshs. I,399,897 Kshs.5,407,059

Net Assets Kshs.304,007,162 Kshs.3 5 5,3 89,059 Kshs.355,3 89,059
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Material Arrears:

Statutory Obligations: There are no material arrears in statutory payments.

Financial Obligations: The Fund is currcnt on all financial obligations with no significant

artears.

e) Othcr Information

. Sustainability Initiativcs: The Fund is committed to sustainability and encourages

environmental and social initiatives through its mortgage and car loan schemes.

. Future Outlook: Looking ahead, the Fund plans to focus on strategic goals for its

mortgage and car loan schemes, with expectations for improved performance and positive

changes.
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10. Environmcntal and Sustainability Reporting

l0.I Sustainability Profile and Reporting

The REREC Mortgage and Car Loan scheme is dedicated to upholding its commitrnent to

stakeholders by fulfilling its prinary objectives of providing affordable liuancing to staff for

acquiring homes and motor vehicles. This commitment aligns with Government Policy and reflects

our dedication to responsible stewardship.

I 0.2 Bnvironmental Responsibility

The Fund Administrator recognizes the imperative of environmental sustainability. We are

committed to integrating eco-friendly practices into our operations, ensuring that our actions

contribute positively to the environment. This includes adopting measures to reduce our carbon

footprint and encouraging sustainable practices among our stakeholders.

We are dedicated to instilling a culture of safety, security, social responsibitity, and environmental

awareness among our employees. This involves:

xxtx

This highlights the Scheme's Environmenial and Social Responsibility (ESR) activities undertaken

during the year, emphasizing our contributions to societal impact and environmental conservation.

Our initiativcs span various areas, including education, spotts, healthcare, labor relations, staff

training and development, and water and sanitation. We also focus on the environmental and social

aspects related to our nrortgage and car loan schemes.

10.3 Employee Welfare

The success and sustainability of the REREC Mortgago and Car Loan scheme are intrinsicalty

linked to the strength and dedication of our human capital. We are committed to recruiting,

retaining, rewarding, and developing top talent to ensure the Fund's continued success and growth.

We place a strong emphasis on attracting and retaining highly skilled protbssionals who are aligned

with our organizational valucs. Our talent management practices are designed to support the

professional growth ofour employees through continuous training and development opportunities,

fostering a culture o[excellence and innovation.
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(i) Safety and Security: Ensuring a safe and secure working environment for all

enrployees, with robust health and safety protocols in place.

(ii) Social Responsibitity: Encouraging employees to engage in and sttpport commr'rnity

initiatives and practices that promote social well-being.

(iii) Environmental Awareness: Raising awareness about environmental issues and

encouraging practices that contribute to sustainability.

We uphold the highest standards of integrity and responsibility. Our employees are expected to act

with honesty and accountabilitlz in their interactions with stakeholders arrd in their impact on the

environment. T[is commitment to ethical behavior ensures that our operations are conducted

responsibly and sustainabty.

By tbstering a supportive and responsible rvork environment, we aim to enrpower our employees

to contribute positivety to the scheme's objectives and to the broadel comnrunity and envirorurrent.

10.4 IlIarkca Placc Practiccs

Market place practices for the REREC Mortgage and Car Loan Scheme generally involve the

following key elements:

a) Transparency: The scheme clearly disclose all terms and conditions of the loans.

including interest rates, fees, and repayment schedules. This ensures borrowers understand

their obligations and can make informed decisions.

b) Fair Lending: The schenre offer loans based on fair and non-discriminatory practices. This

includes assessing borrowers' creditworthiness impartially and avoiding practices that

could unt'airly disadvantage certain groups.

c) Responsible Lending: '['he scheme assess borrowers' ability to repay the loan before

approval. This involves evaluating income, credit history, and other financial factors to

prevent borrowers lrom taking on more debt than they can handle.

d) Consunrcr Protection: There are regulations in place to protect consumers liom pLedatory

lending practices. This includes measures to prevent deceptive advertising, hidden fees.

and unfair loan terms.

xKx
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e) Ethicat Aclvertising: Highlight REREC's commitment to ethical advertising by avoiding

misleading claims and ensuring that markoting practices are aligued with responsible

lending standards and consumer protection policies.

f) Fecdback Mcchanisms I Promote and facilitate channels for stakeholders to provide

feedback on marketing practices. This shows that REREC values stakeholder input and is

committed to continuous improvement based on their feedback'

In conclusion, the Scheme is committed to upholding high standards of transparency, faimess, and

responsibility in its operations. By adhering to these market place practices, tlre scheme ensures

that bogowers are well-informed, treated equitably, and protected from harmful lending praotices.

This cornmitment not only fosters trust and accountability but also contributes to the overall

positive impact of the scheme on the community. Tfuough ethical practices and rigorous

assessnrent procedures, the scherne strives to support bonowers in achieving their {inancial goals

while maintaining the integrity and efhcacy of its services.

10,5 Community Engagement:

To ensure a comprchensive approach to community engagement, we prioritize initiatives that

extend the benefits of our activities beyond our immediate operations. Our commitrnent to

community welt-being is reflected in our active support for local development projects and

programs ttrat positively impact society at large. By fostering partnerships and investing in

initiatives that uptift the communities where we operate, we aim to contribute meaningfully to

tfieir growth and prosperity. Our et'forts in commuuity engagement are integral to our overall

responsibility and are essential tbr creating a lasting, positive impact'
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11. Report of the Scheme Administration Cornmittee

The scheme Administration Committee submit their report together with the audited financial

statements for the year ended June 3},2)25,which show the state ofthe scheme's affairs'

Principal activities

The principal activity of the Fund is to administer a mortgage and car loan scheme that allows staff

members to access loan facilities for the purchase and development of residential houses, as well

as for the purchase of motor vehicles for personal use.

Performance

The performance ofthe scheme for the Year ended June 30,2025, is set out on page I to 42

Scheme Administrative Committee

The members of the Administration Committee who served during the year are shown on page vii

to x.

Auditors

The Auditor-General is responsible for the statutory audit of the scheme in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act 2015.

By order of the Board:

n 
" 
t.,. . .Q. 

"3l.ll 
. As-:1';..sr*av.+-5

CS Dr. Rose N. Mkalama

Chairperson of the Scheme Administration Committee

xxxlt
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12. Statemcnt of Managemctrt's Responsibilitics

Section 8a (l) of the Public Finance Management Acq2012 requires that, at the end of each

financial year, the Administrator of a Fund established pursuant to Circulars

SRC/ADIWICl&l1l/13 Vol.lll (128) of lTth December 2014, SRCiADM/IClR/l1/13 Vol.lII

(130) of 29th January 2015, and SRC/ADIWIC lN/l l/13 Vol. III ( 142) of 25th August 2015 shall

prepare linancial staternents for the Fund in accordance with the standards and fbrmats prescribed

by the Pubtic Sector Accounting Standards Board.

The Adrninistrator of the Fund is responsible for the preparation and presentation of the Fund's

financial statements, rvhich give a true and fair view ofthe state of affairs of the Fund for and as at

the end ofthe financial year ended on June 30,2025.

xxxlll

t

This responsibility includes:

i) Maintaining adequate financial management arrangemerts and ensuring that thesc continue

to be effective tbroughout the teporting period;

ii) Maintaining proper accounting records, which disclose with reasonable accuracy at 8ny time

the {inancial position of the fund;

iii) Designing, implementing and nraintaining intemal controls relevant to the preparation and

fail presentation of the financial statements, and ensuring that they are free from material

misstatenrents, lvhether drte to error or fraud;

iv) Safegtnrding the assets of the fund;

v) Selecting and applying appropriate accounting policies, and

vi) Making accounting estimates that are reasonable in tlre circumstances.

The Administrator of the Fund accepts responsibility for the Fund's financial statements, rvhich 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 nranner required by the PFM Act, 20t2. The Administrator of the Fund is of the

opinion that the Fund's financial staternents give a true and fair vierv of the state o[ Fund's

transactions during the financial year ended June 30, 2025, and ofthe Fund's financial position as

at that date.
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REPORT OF THE AUDITOR.GENERAL ON RURAL ELECTRIFICATION AND
RENEWABLE ENERGY CORPORATION (REREC) STAFF MORTGAGE AND CAR
LOAN SCHEME FOR THE YEAR ENDED 30 JUNE,2025

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on LaMulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efiicient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Unmodifled Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lavyfulness and Effectiveness in the Use of Public Resources, and the Report on

Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Managemenl Acl, 2012, and the Public Audit Act, 2015. The three parts

of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Rural Electrification and

Renewable Energy Corporation (REREC) Staff Mortgage and Car Loan Scheme set out

Report of the Auditor-General on Rural Electri/icolion and Renewable Energt Corporalion (Rerec) Slaff Mortgage

and Car Loan Scheme for the year ended 30 June, 2025
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on pages 1 to 39, which comprise of the statement of financial position as at
30 June, 2025 and the statement of statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
allthe information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Rural Electrification and Renewable Energy Corporation (REREC) Staff
Mortgage and Car Loan Scheme as at 30 June, 2025 and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
4ct,2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Rural Electrification and Renewable Energy
Corporation (REREC) Staff Mortgage and Car Loan Scheme Management in accordance
with ISSAI 130 on the Code of Ethics. I have fulfilled other ethical responsibilities in
accordance with the ISSAI and in accordance with other ethical requirements applicable
to performing audits of flnancial statements in Kenya. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

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

Other lnformation

Management is responsible for the Other lnformation set out on pages iii to xxxiv which
comprise of Key Fund lnformation and Management, Scheme Administration Committee,
Management Team, Chairman's Statement, 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 Administration Committee and Statement of
Management Responsibilities. The Other lnformation does not include the financial
statements and my audit report thereon.

ln connection with my audit on the Scheme's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistentwith the financial statements or my knowledge obtained in the audit

Report of the Auditor-General on Rural Electrification ond Renewable Energt Corporation (Rerec) Stalf Mongoge
and Car Loan Scheme for the year ended 30 June, 202 5
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matter described in the Basis for Conclusion on
LaMulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

Unapproved and Below-Market Interest Rate on Revolving Fund Balances

ln the circumstances, Management is obtaining less interests income on revenue from
exchange transactions.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

Report of the Auditor-General on Rural Electrification and Renewable Energt Corporotion (Rerec) Stalf Mortgage
and Car Loan Schemefor the year ended 30 June, 2025
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or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

Conclusion

The statement of financial performance reflects Kshs.7,191,837relating to interest income
as detailed in Note 7 to the financial statements. lncluded in this balance is an amount of
Kshs.337,574 and Kshs.103,149 representing interest income on revolving fund and
accrued interest income on revolving fund respectively. Review of the Car and Mortgage
Scheme documents revealed that the Scheme Administrator has been applying an
interest rate of 2o/o per annum on the balances of the revolving fund. This percentage is
below market rate when compared to similar deposit or investment products (91-Day
Treasury Bills, 182-Day Treasury Bills, SACCO Fixed Deposit Rates among others).
Further, this rate of 2% was neither approved nor provided for in the framework of
collaboration between the Scheme and the Sacco. The Management has indicated in
their response that they will engage Scheme Administrator to review the applied interest
rate and ensure that a revised, market-aligned, competitive, and formally approved rate
is adopted to safeguard the fund's sustainability and uphold prudent financial
management practices.



REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Scheme's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

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

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

Report of the Auditor-General on Rural Electrification and Renewable Energt Corporation (Rerec) Sta/f Mortgage
and Car Loan Schemefor the year ended 30 June, 2025
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As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.



Auditor-Genera!'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s 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 these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

FCPA n

Nairobi

19 December,2025

Report of the Auditor-General on Rural Electrfication and Renewable Enerp Corporation (Rerec) Statf Mortgage
and Car Loan Scheme for the year ended 30 June, 2025

5

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: httos://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.

AUDITOR-GENERAL
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Rurol ElectriJicatto and Renevable Energt Corporation staf/ mortgage aud Car loan Scheme

Annuol Report and Financial Slatenrents For the Year Ended 3Ah fane 2025

14. Statement ofFinancial Performance for the Year Ended 30th June 2025

'[he notes set out on part ofthese Financiat Statements. The financialpages 6 to 37 form an integral

roved on ;-Itr' i* :1 rr.t-.a 2625 5state.ments were a p

Dr. Rose N lVlkalama CHRP Evcrlyn Kocch
airperson of the Schenre Schcme Administrator

Il'u cs\o'
Davi K. Cheruiyot

Schemc Financial Advisor
ICPAK M/I.{O: 19351

Rcvenue From Non-Exchange Transactions

6 49,982,000 300,000,000Transfers From REREC

Revenue From Exchange Transactions
3,865.691440,724Lnterest Income On Revolving Fund

856,659s,886,958Interest Income From Mortgage Loans

285,541Interest Incone From Car Loans 864,109

46Interest Income From Alpha Deposit Investment

Othcr Incomes
628 693Dividend Income

305,007,95457,174,530Total Revenue

Operating Bxpenses

9Employee Costs
(9s I,834)(s,625,889)Scheme Administration Expenses

(s00)Scheme Registration Fees

(4,998)Provision For Doubtfi.rl Debs

l0

llDepreciation And Amortization Expense

12Finance Costs
(5,630,888) (952,334)Total Operating ExDcnses

Other Gains/Losse s

l3Gain/Loss On Disposal of Assets

l4Gain /[,oss On Fair Value of Investments
304,055,6205l,543,643Net Operating Revcnue

4,055,6201,561,643Surplus/(De ficit) Be fore Tax
(48,4s8)l5 (r6t,746)Taxation

1,399,897 4,007,162Surplus/(De ficit) After Tar

'Description Note 20u-2025 20?3-2024
[,lshs Iishs
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Rurol Electri/ication and Renewoble Enery1t Corporaliotr staff ntortgage and Car loat, Scheme

Annual Report antl Financial Statemenls For lhe Year Ended 3Ut' lune 2025

15. Statemen( ofFinancial Position rs at 30th June 2025

Assets

Current Assets
149, 167,098l6 10,4 I 8,783Cash And Cash Equivalents
12,t4r,440t7 2J,065,936Receivables from Exchange Transactions (Net of ECL)

49.982,000l8 50,018,000Receivables From Non-Exchange Transactions

l9Prepayments
20lnventory

3.0002t 2l,000lnves trnents in Financial Assets
211293,53883,523,718Total Current Assets

Non-Currcnt Asscts
142,695,624t7 32 I,883,341Receivables From Exchange Transactions
50,01 8,000r8Receivable s From Non-Exchange Transactions

22Property, Plant, And Equipnent
L)Intangible Assets

lnvesknent Property
192,713,624321,883,341Total Non-Current Asscts
404,007,162405,407,059Total Assets (A)

25Trade And Other Payables

26Borrowings
49,982.00027 50,018,000Deferred Revenue - Non-Exchange Transactiors
49,982,00050,018,000Total Current Liabilities

Non- Curre nt Li:tbilities
26Borrowings

50,018,00027Deferred Revenue - Non-Excha
50,018,000Total Non- Currcnt Liabilitres

100,000,000.0050,018,000.00TotalLiabilities

304,007,162355,389,059Net Assets A-B

Re se nted B
300,000,000349,982,000Scheme Revolvi Fund

4,007,162s,407,0s9For The Year
355,389,059 304,007,162Net Assets

2

lDescription Noto
2024.2Q25 20?3-7424

tGhs Kshs

Currtnt Liabilities

Transactiorrs

Accumulated Surptus/(Defi cit)



Rural Electrilicalion and Ren

Annual Report and Financial
evoble Energlt Corporalion stoff mortgage o d Car loan Schente

Stotements For lhe Year Entled 3(f' tune 2025

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

of the flrnancial staternents. The Fund linancial statements were approved on

2025 and signed by

CS Dr. Rose N Mkalama

Chairperson of the Schemc

CHRP Kocch

Fund Administrator

Da I(. Cheruiyot

Scheme Financial Advisor

ICPAK M/I'{O: 19351
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Rural Electriftcation and Renewable Ene
Annual Report ond Financial Slatemenls

rgy Corpomtioh stalf mortgoge and Cor loan Schente

For lhe Year Ended 3At' June 2025

16. Statement ofChanges in Net Asscts for the Ycar Ended 30th June 2025

The Nature and purpose of reserves

The reserves under Accumulated reinvested Surplus represent cumulative net surpluses from the

Scheme's operations and are distinct from the Revolving Fund capital. They function as a financial

buffer for unforeseen costs, facilitate reinvestment into the scheme, and reduce dependence on

additional funding. As at 30th June 2025, the accumulated surplus increased to Kshs 5,407,059

from Kshs 4,007 ,162, reflecting a surplus of Kshs 1,399'897 for the year.

300,000,000300,000,000As at lst 0clohr2023
4,007,1624,007,162Swlus/(Deficit) For Tb Period

Furds Received Duing Th Year

Revaluation Gain

30{,007,1624,00?,r62As rt 30th June 202{

623o{,007,14,007 162300,000,000Balance As at lst July 202,1

r,399,897!,399,89iSurpluV(&ficit) For Th Period

49,98249,982,000Furds Received DuringTh Ycar

Revaluation Gain

355,389,0595,407,0593{9,982,000As at l0th June 2025

4

fDcscription

Revohing [und Accunruhted Reinveitcd Totrlfund Brhrcc

Khs 1(!bs l(llu

300,000,000



Rural Electrificalton and Renewable Energlt Corporalion slaff morlgoge and Car loan Scheme

Annual Report and Financial Statements For the Year Ended 3tt' June 2025

17. Statemcnt of Cash Florvs for the Year Ended 30th June 2025

Cash Florvs From Operating Activities
Receipts

49,982,000 300,000,000Furds Transfers From REREC

1,234,172 969,093lnterest Income Received On Revolving Furd

t,t9?,997Interest Incorne Received On l-oans

693Dividend Incorne

46lnterest Income Frorn Alpha Deposit lnvestment

Unallocated receips
54,414,909 300,969,155Total Receipts

Payments

Ernployee Costs

(500)Scheme Registration Fee

(48,458)( l6l,i46)Withholding Tax Remittances

Funds Held For loan Disbursement
(48,9s8)(161,746)Total Payments

54,253,164 300,920,197Net Cash Flow From Operating Activities 28

Cash F'lorvs From Investing Activities
Purchase Of PPE And Intangible Assets

Proceeds From Sale OfPPE
16,4t 1,520 2,550,321Proceeds Frorn Loan Principal Repaymens

( 1s4,300,420)(209.395,000)Loan Disbtusements Paid Out
( 18,000) (3.000)Invesfncnts in Finarrcial Asses

( 193,001,480) (l5l,753,099)Net Cash Flows Used In Investing Activitics

Cash Florvs From Financing Activities
Receipb lnto The Mortgge & Car Revolving Fund

Net Cash Florvs Used In Financing Activities

149,167,098(138,748J16)Net Inc rcase/(Dccrc ase) In Cash And Cash Equivalents

149, r 67,098Cash And Cash Equivalents At The Beginning O[Tlq Ye4!
149,167,098I6 10,418,?83Cash And Cash Equivalcnts At Thc End Of Thc Ycar

Dcscriptiou Note
2024-2025 2023-2024

16bs IG}rs

62

Finance Cost

16



Rural Electrificalio
Annnal Report antl

n anr! Renewabte Energl Corporalion stall ntorlgage and Car lotn Scheme

Financial Statements For the Year Endetl 3At' hne 2025

The accounting poticies and explanatory notes to these financial statements form an integral part

of the frnancial statements. The Fund financial statements were approved on
,-) c

(-.
2025 and signed by\t

CS Dr. Rose N Mknlama

Chairperson of the Scheme

CHRP Ev rlyn Koech

Fund Administrator

A Dav K. Cheruiyot

Scheme Financial Advisor

ICPAK MNO: 19351
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Rural Eteclrificotion antl Retrci'flble Energl' Corporolion sloff n'o goge and Car loon Scheme

and Financial Stfllente,fis For lhe Year Ended 30tt' June 2025Re ort

18. Statement of Comparison of Budget and Actual Amounts for the Year Ended 30th June 2025

Revenue
49,982,000 (49.982,000) 0%Tramfers FTomREREC

100%444,124 440,',124440.724Fundlnterest Incorre On Revolv
5,886,958 t00%5,886,9585,886,958Interest IrrcorB From Loans

864,109 r00%864.109864,109Interest Income From Car Loam
100%4646it lnvestnrntInterest Ircorne From Al

Other Incomcs:
r00%69i69iDividend Incorne

(49,982,000) 795%57,t74,5307,192,5307,192,530Total Revenue

ns esEx
0%

CostsI

100%(5.625,889.15)(5,625,889)(5,625,889ISchenre Admini stration nses

stration FeesSchenr
100%(4,998)(4,998)(4,998)Provis ion For Doubtful Debts

0%
iation And Annrti zation

0%
Finance Cose

100%(5,630,888)(5,630,888)(5,630,888)nsesTotal O ril
0%

ins/lossesOther
330t%(49882,000)1,561,643 51,543,6431,5 61,643Net O m

0.00 100%1,561,643I,561,6431,561, 643Su ficit Be fore Trx
100%( l6l,746)(r 61,746)( l6l ,746fTaxation
100%0.001,399,,8971,399,89?1,399,897Surplus/(D eficit) After Tax

7

Dcscriptiirn

0riginnl Butlgel Adjustmcn(s Fmrl Budget r\ctull On

Comprmble Blsis

Pcrdrrm:rnce

Diffcrc ncc

Y. ol
Utilizrtion

IGLs I(shr IGbs IGhs IGIs

a b c{a+b) d e{c-d) f=d/c

46

693

0%

Revenue



Rural ElectriJicotio
Annual Report and

n and Renewable Energl' Corporntion stuff nrorlgoge ond Car loan Scheme

Financial Stote,ne ts For lhe Year Endett 30't' June 2025

Budget notcs:

a) Transfer from Non-Bxchange Transactions: There was no budgetary allocation recognized in the current financial year.

However, an amount of Kshs. 50 rnillion was disbursed to the Scheme during the reporting period. This disbursement is not a

budget recognition issue but ralher relates to the actual cash transfer from the previously approved ceiling ofKshs.400 million.

Of this ceiling, Kshs. 300 million had already been disbursed imFY 2023124. The Kshs. 49.982 million received in the current

period represelts 50% of rlre remaining Kshs. I 00 million. which had been appropriated and committed in prior years but had

not yet been firllY disbursed.

b) Intercst income on Revolving Fund: This represents interest income eamed from the unutilized balance of the revolving fund,

which accrued during t5e hnancial year, with the actual receipt exPected from Stima DT Sacco at the end of December. This

income reflects the prudent management of idle tunds, ensuring continued value S,eneration even when the funds are not fully

disbursed.

c) Interest Income on Mortgage and Car Loans: A 0.5% interest charge recovered from loanees is reinvested into the Scheme,

as stipulared in the collaboration framervork agreement between REREC and Stima DT Sacco Society Ltd.

d) Management Costs: Management costs comprise a 2.502 interest charge recovered directly from loanees by Stima DT Sacco

Society Ltd at source. This charge covers management expenses in accordance with the collaboration framework agreement

between REREC and Stima DT Sacco Society Ltd'

e) provision for Doubtfut Debts: Tlre provision for doubtful debts is determined using the Expected Credit Loss (ECL) model in

accordance with IpSAS 4l - Financial Instruments. The ECL assessment is applied to the outstanding loan portfolio as at June

30,2025, taking into account credit risk indicators, loan aging profiles, and historical default trends. Tl.ris approach ensures

adequate provisioning for porential loan defaults and supports tlle sound financial management of the Scheme.

f) Other Expenses: Other expenses inctude rvithholding tax remittances, rvhich represent the linal tax charged on interest earned

from the Scheme Revolving Fund.

8



R r l ElecttiJicfllio, t ond Renewable Energy Corporatiot, stalf ,rrurlgdgc anl Cur loun Schame

Annual Rcporl aul Financiol Slatemertts For the Yeor Ended |dt' Jrure 2025

19. Notes to the Financial Statemcnts

I. Gencral Inforrnation

The REREC Mortgage and Car Loan Fund is established by and derives its authority and

accountabiliry from the fotlowing circulars: SRC/ADM/CIR/I/ l3 Vol. III (128) of lTth

December 2014; SRC/ADM/CIR/Ii l3 Vol. lll ( 130) ol 29th January 201 5 and

SRC/ADM/CIR/li l3 Vot. ltl (142) of 25th August 2015.

The Scherne is rvholly owned by REREC and is domiciled in Kenya. The Fund's principal

activity is to administer a tnortgage and car loan scherne for nrembers of staffto access loan

faoilities lor the purchase and development of residential houscs and the purchase of motor

vehicles for pcrsonal use.

2. Statement of Compliance and Basis of Preparalion

The financial statements have been prepared on a historical cost basis except for the

nleasurernent at re-valued amounts of certain items of property, plant, and equiptnent'

marketable securities and financial instruments at fair value, impaired assets at their

estimated recoverable antounts and actuarially determined liabilities at their present value.

The preparation of financial statenrents in conformity rvith Intenrational Public Sector

Accounting Standards (IPSAS) allorvs the use of estimates and assumptions. lt also

requires rnanagement to exercisc judgenrent in the process of applying the Fund s

accounting policies. The financial staternenb have been prepared and presented in Kenya

Shillings, which is the functional and reporting currency of the Fund. The financial

statements have been prepared in accordance rvith the PFM Act and Intcrnational Public

Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.

I



Rural Electrificatio
Annual Report and

n and Renewable Energt Corporation staff mortgage and Ctr loan Scheme

Financial Statements For the Vear Endetl 30tt' June 2025

Notes to the Financial Statements (Continued)

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 are no new standards effective in the FY

ii) New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2025.

he standard sets out the principles for the recognition, measurement, presentation,

nd disclosure of leases. The objective is to ensure that lessees and lessors provide

levant information in a manner that faithfully represents those transactions. This

information gives a basis for users offinancial statements to assess the effect that

eases have on the financial position, financial performance and cash flows ofan

ntity.
he new standard requires entities to recognise, measure and present information

pplicable l't January 2025

n right of use assets and lease liabilities

IPSAS 43

Leases

ssets that meet the criteria to be ctassified as held for sale to be measured at the

ssets that meet the criteria to be ctassified as held for sale to be presented

parately in the statement of financial position and the results ofdiscontinued

resented separately in the statement of financial performance

lower of carrying amount and fair value less costs to sell and the depreciation of

perations to be p

pplicable l" January 2025

e Standard requires,

uch assets to cease and

IPSAS 44:

Non- Current

Assets Held for

lsale und

iscontinued

perations

pplicable l't January 2025

he standard supersedes IPSAS l7 on Property, Plant and Equipment. IPSAS 45

as additional guidance/ new guidance for heritage assets, infrastructure assets and

easurement. Heritage assets were previously excluded from the scope of IPSAS

l7 in IPSAS 45, heritage assets that satisry the definition of PPE shall be

ecognised as assets ifthey meet the criteria in the standard. IPSAS 45 has an

ditional application guidance for infrastructure assets, implementation guidance

nd illustrative examples. The standard has clarified existing principles e.g.

aluation of land over or under the infrastructure assets, under- maintenance of
sets and distinguishing significant parts of infrastructure assets

PSAS 45:Property

Equipment

lant and

easurement

PSAS 46
he objective of this standard was to improve measurement guidance across IPSA

Providing further detailed guidance on the imptementation of commonly

used measurement bases and the circumstances under which they should

used.

v
I

pplicable l't January 2025

Standard ffectir,c date :rnd im pact:

l0
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ii. Clarifying transaction costs guidance to enhance consistency across

IPSAS.

iii. Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and measurement

related disclosures.

The standard also introduces a public sector specific measurement bases called the

current operational value

IPSAS 47

Revenue s standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS

I I Construction contracts and IPSAS 23 Revenue from non- exchange

ransactions. This standard brings all the guidance ofaccounting for revenue under

ne standard. The objective ofthe standard is to establish the principles that an

ntity shall apply to report useful information to users of financial statements about

he nature, amount, timing and uncertainty of revenue and cash flow arising from

venue transactions

pplicable I't January 2026

IPSAS 48: Transfer 
IExpenses l

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

fiature, amount, timing and uncertainty ofexpenses and cash flow arising from

Itransfer expense transactions. This is a new standard for public sector entities

[eared to provide guidance to entities that provide transfers on accounting for such

Itransfers
IPSAS 49:

Retirement Benefit
Plans

Applicable I't 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 etigible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

he objective of this Standard is to specify the financial reporting for the

ploration 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 arrd 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 identifu and explain the amounts in the errtity's financial

statements arising from the exploration for and evaluation of mineral

resources and help users ofthose financial statements understand the

amount, timing and certainty of future cash flows from any exploration and

evaluation assets recognized.

licable I't January 2027

iiD Early adoption of standards

The Entity did not early-adopt any new or amended accounting standards during the financial

year. Therefore, this disclosure is not applicable.

1l

Standard Effcctive date and irnpact:

50

For &
luation of

Resources
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4. Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair value

and recognized on obtaining control of the asset (cash, goods, services and property) if the transfer is

free from conditions and it is probable that the economic benefits or service potential related to the

asset will flow to the Fund and can be measured reliably. To the extent that there is a related condition

attached that woutd give rise to a liability to repay the amount, the amount is recorded in the statement

of financial position and realised in the statement offinancial performance over the useful life ofthe

assets that has been acquired using such funds.

ii) Rcvcnue from exchange transactions

Interest income
Interest income is accrued using the effective yield method. The effective yield discounts estimated

future cash receipts through the expected life of the financial asset to that asset's net carrying amount.

The method applies this yield to the principal outstanding to determine interest income for each

period.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's right to

receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a straight-

line basis over the lease terms and inctuded in revenue.

b) Budget information

The Board approved the original budget and scheme ceiling of Kshs. 400 million within the prescribed

timelines and in tine with the established budget preparation procedures followed over the years.

However, the actual transfer of funds commenced in October 2023, following the operationalization of

the scheme. In the Financial Y ear 2023124, Kshs. 300 million was disbursed as seed capital to support

the initial rollout of the staff mortgage scheme, leaving a balance of Kshs. 100 million. In the Financial

Year 2024125, an additional Kshs. 49.982 million was transferred to support new loan applications. The

t2
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Further to the original allocation, Subsequent revisions or additional appropriations were made to the

approved budget in accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the Fund upon receiving the respective approvals in

order to conclude ttre finat budget. The Fund'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

accrual basis using a ctassification based on the nature of expenses in the statement of financial

performance, whereas the budget is prepared on a cash basis. The amounts in the financial statements

were recast from the accrual basis to the cash basis and reclassified by presentation to be on the same

basis as the approved budget. A comparison of budget and actual amounts, prepared on a comparable

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

amounts. In addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of the

financial statements and the approved budget. A statement to reconcile the actual amounts on a

comparable basis included in the statement of comparison of budget and actual amounts as per the

statement of financial performance has been presented under section l8 on page 4 of these financial

statelnents

c) Property, plant, and equipment (PPE)

Atl property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directty attributable to the acquisition of the items. When significant

parts of property, plant and equipment are required to be replaced at intervals, the Fund recognizes such

parts as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a

major inspection is performed, its cost is recognized in the carrying amount of the plant and equipment

as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are

recognized in surplus, or deficit as incurred. Where an asset is acquired in a non-exchange transaction for

nil or nominal consideration the asset is initially measured at its fair value.

d) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost ofintangible assets acquired

in a non-exchange transaction is their fair value at the date ofthe exchange. Following initial recognition,

intangibte assets are canied at cost less any accumulated amortization and accumulated impairment

losses. Internally generated intangible assets, excluding capitalized development costs, are not capitalized

and expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The

useful life ofthe intangible assets is assessed as either finite or indefinite.

l3

remaining balance will be transferred on a need basis, guided by the uptake ofthe scheme and the volume

of eligible applications.
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e) [nvestment property

Investment properties are measured initially at cost, including transaction costs. The carrying amount

includes the replacement cost of components of an existing investment property at the time that cost is

incurred if the recognition criteria are met and excludes the costs of day-to-day maintenance of an

investment property. Investment property acquired through a non-exchange transaction is measured at its

fair value at the date ofacquisition. Subsequent to initial recognition, investment properties are measured

using the cost model and are depreciated over the useful life or investment property is measured at fair

value with gains and Iosses recognised through surplus or deficit. Investment properties are derecognized

either when they have been disposed of or when the investment property is permanently withdrawn from

use and no future economic benefit or service potential is expected from its disposal. The difference

between the net disposal proceeds and the carrying amount of the asset is recognized in the surplus or

deficit in the period of de-recognition.

f) Financialinstruments

IPSAS 4l 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 entity does not have any hedge relationships and therefore the new hedge accounting rules have no

impact on the Company's financial statements. (Amend as appropriate). A financial instrument is any

contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of

another entity. At initial recognition, the entity measures a financial asset or financial liability at its fair

value plus or minus, in the case ofa 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.

I. Financial asscts

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value through

net assets/ equity or fair value through surplus and deficit on the basis of both the entity's management

model for financial assets and the contractual cash flow characteristics of the financial asset. A financial

asset is measured at amortized cost when the financial asset is held within a management model whose

objective is to hotd financial assets in order to collect contractual cash flows and the contractual terms of

the financial asset give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal outstanding. A financial asset is measured at fair value through net assets/ equity

if it is held within the management model whose objective is achieved by both collecting contractual cash

flows and selting financial assets and the contractual terms of the financial asset give lise on specified

l4
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dates to cash flows that are sotely paymenS ofprincipal and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through surplus or deficit unless it is measured at

amortized cost or fair value through net assets/ equity unless an entity has made irrevocable election at

initial recognition for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial assets into

amortized cost or fair value categories for financial instruments. Movements in fair value are presented

in either surplus or deficit or through net assets/ equity subject to certain criteria being met.

Amortized cost

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

solely payments of principal and interest, and that are not designated at fair value through surplus or

deficit, are measured at amortized cost. A gain or loss on an instrument that is subsequently measured at

amortized cost and is not part oi a hedging relationship is recognized in profit or loss when the asset is

de-recognized or impaired. Interest 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 ofprincipal 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. Interest 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 arnortized cost or fair value through net assets/ equity are

measured at fair value through surplus or deficit. A business model where the entity manages financial

assets with the objective ofreatizing cash flows through solely the sale ofthe assets would result in a fair

value tllrough surplus or deficit model.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts.

Trade and other receivables are assessed for impairment on a continuing basis. An estimate is made of

doubtfut receivables based on a review ofall outstanding amounts at the year end.

l5
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Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated with its

financiat assets carried at amortized cost and fair value through net assets/equity. The entity recognizes a

loss allowance for such losses at each reporting date. Management applied estimates and significant

judgments in determining the Expected Credit Loss (ECL), consistent with the requirements of IPSAS

4t.

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

g) Contingent liabilities
The Fund does not recognize a contingent liability but discloses details of any contingencies in the

notes to the financial statements, unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.

h) Contingent assets
The Fund does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence ofone or more uncertain future events

not wholly within the control of the Fund in the notes to the financial statements. Contingent assets

are assessed continually to ensure that developments are appropriately reflected in the financial

statements. If it has become virtually certain that an inflow of economic benefits or service potential

witl arise and the asset's value can be measured reliably, the asset and the related revenue are

recogrized in the financial statements ofthe period in which the change occurs.

i) Nature and purpose of reserves
The Fund does not maintain predetermined reserves but creates them on a need basis, guided by

specific requirements as they arise. This flexibte approach ensures that funds are available for future

disbursements and obtigations, in line with clearly defined policies to maintain financial stability and

responsiveness to evolving needs.

j) Changes in accounting policies and estimates
The Fund recognizes the effects of changes in accounting policy retrospectively' The effects of

changes in accounting poticy are applied prospectively if retrospective application is impractical.

k) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on tl-re

date ofthe transaction. Trade creditors or debtors denominated in foreign currency are reported at the

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

differences arising from the settlement ofcreditors, or from the reporting ofcreditors at rates different

l6
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from those at which they were initially recorded during the period, are recognized as income or

expenses in the period in which they arise.

l) Related parties
The Fund regards a related party as a person or entity with the ability to exert control individually or

jointty, or to exercise significant influence over the Fund, or vice versa. Members ofkey management

are regarded as related parties and comprise the Directors/ Trustee, the Fund Managers, and Fund

Accountant.

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

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

convertible to known amounts of castr and are subject to insignificant risk ofchanges in value.

n) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

o) Events after the reporting period

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

p) Ultimate and Holding Fund

The Fund is estabtished under Section 24 (4) PFM Act under the Department of xxx/ State

Corporation. Its ultimate parent is the Govemment of Kenya.

q) Currency

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

t7
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5 Significant judgments and sources of estimation uncertainty

The preparation of the Fund'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 ofcontingent liabilities, atthe

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.

a) Estimates and assumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty

at the reporting date, that have a significant risk of causing a material adjustment to the

carrying amounts of assets and liabilities within the next financial year, are described

below. However, existing circumstances and assumptions about future developments may

change due to market changes or circumstances arising beyond the control of the Fund.

Such changes are reflected in the assumptions when they occur. (see IPSAS 1.140.)

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators

to inform potential future use and value from disposal:

i) The condition of the asset is based on the assessment of experts employed by the

Fund

ii) The nature ofthe asset, its susceptibility and adaptability to changes in

technology and processes

iii) The nature of the processes in which the asset is deployed

iv) Availability of funding to replace the asset

v) Changes in the market in relation to the asset

l8
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Notes to the Financial Statements (Continucd)

6. Transfers from REREC

6(b) Transfers from the Parent Ministry/SC/SAGA

7. Interest income

300,000,00049,982,000Transfers From REREC

nt GrantsUnconditional Devel
300,000,00049,982,000Total

300,000,00049,982,00049,982,00049,982,000Tramfers fromREREC

300,000,00049,982,00049,982,00049,982,000Total

969,O93337,574FundInterest Income On Revolvi
2,896,598103,t49FundAccrued Interest Income On Revolvi

5,262,121
783,663lnterest Inconre Received From Car Loans

8s6,659624,837
285,54180,446Accrued Interest Income From Car Loars

46Interest Income From Al ha De osit lnvestment
5,oo7,gg27,191,837

l9

Description
20nDa?,4

IGhs. I{shs.

Payments By Governnrent Entiry On Behalf Of The Fturd

Nlrrc of lhe Entity Sending thc Gnnt Annunt recognized to

Stltemcnt of [inanci:rl

rx rfo rnlr na i

Anrount rccognised

in rcvolving fund

Total

2023tXt21
201411025

KstLs Khs Kl$ IGtLs

Dc sc ription
2024/2025 2023/2024

I(shs I(shs

Interest Income Received From Mortgage Loans

Accrued lnterest Income From Mortgage l.oans

Total Inte rest Income
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9. Employee Costs

10. Use ofGoods and Services

11. Depreciation and Amortization Expense

Irsurance Recoveries
lncome From Sale Of Tender Docurnents

Bad Debts Recovered
62693Dividend Incotne
62693Total Other Income

StaffGratuity

StaffTraining expenses

Social Security Contribution

Other (Specify)

Total

500Scheme Re stration Fee
7 13,8834,905,799Scheme Administration Loansnses - Mo
237,951720,090nses - Car [-oansScheme Administration

4,998and Car l.oansProvision For Doubtful Debts - Mo
952,3345,630,888Total

Property Plant and Equipment

Intangible assets

Total

20

Notes to the Financial Statements (Continued)

8. Other income

?024D425
IGhs

Dcscriptio ir
202412025 202312024

I(shs. Kshs.

Salaries and Wages

f)iscription
2024t2025 - 2023n024

IGlr

Descri ption
2024t2025

l(shs.
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Notes to the Financial Statements (Continued)

12. Finance costs

14. Gain/ (loss) on Fair Value Investments

15. Taxation

Interest on Bank Overdrafts

Interest on Loans from Banks

Total

Property, Plant, and Equipment

Intangible Assets

Total

-lInvestments at Fair Value- Equity investments
-lFair value - lnvestment property
-lFair value- other financial assets (specify)

lTotal Gain

Income tax charge
Withholding Tax on:

48,455t6t,709
337Dividends Income

48,458161,746Total

2t

13. Gain/(loss) on disposal of assets

Description
2024t2025

Kshs. I(ihs.

2024t202s 2423D024

Kshi. I(shs.

Dcscription
2fr24t2025 20232024

Kshs Kshs

f)escription
202412025. 2023t2024

I(shs IGtr.s

Interest Income
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Notes to the Financial Statements (Continued)

16. Cash and cash equivalents

16 a) Detailed analysis ofthe cash and cash equivalents

Opening Cash and Cash Equivalent:
149,166,098Opening balance Prime Current Account

300,000,00049,982,000Cash transferred from REREC
( 154,300,420)(209,39s,000)loan disbursements

2,550,321t6,41t,520loan princ ipal repayments
920,1974,271,164lwes reinvested into the scherneSurp

(3,000)( 18,000)Transfer to Share Capital Account
Transfers to I-oan Disbursement Holding Account

( r,000)(44)Transfer to Alpha deposit Account
149,166,09810,417,739Clos balance - Prime Current Account

1,000Opening Balance - On Call I)eposits:
1,000Alpha Deposit Investments

Dividend Capitalization
1,000L,044Closing Balance - On CalI Deposits (B)

L49,167,09810,418,783Total Cash And Cash Equivalents (C:A+B)

Scheme Revolving Fund

149,166,09810,417,739801 104165201-0
Stima Sacco DT Prime

Account
149,166,09810,417,739

Fixed Deposit Accounts

Sub- Total (b)
l,0001,044On- Call Deposits
1,0001,044Sub- Total (c)

Current Account

Sub- Total (d)

Others (Specify)

Cash On Hand

Mobite Money

Sub- Total (e)

149,167,09810,418,783
Grand Total
(f) = a+b+ct-d+e)

22

2024t2025 20?312024

IGll-s I&lis

44

Fin:incial Institution 2024D025 2023t2024

Accorrnt Number KshS Kshs

Sub-total (a)
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Notes to the Financial Statements (Continued)

17. Receivables from exchange transactions

t42,776.57r04,140Accrued Interest Receivable from Mortppge Loans

47,590.23t3,408Accrued Interest Receivable from Car lnans

2,896,598. r0103,149Accrwd lnterest Receivable on Revolving Fund

4,950,681 .36t3,127,919Cwrent Morttsge Portion of Long-Term Receivables

4, r03,793.389,722,319Current Car [.oan Portion ofLong-Term Receivables

Other Exctrange Debtors

(4,e98)Less: Allolvarrce for Expected Credit Losses

12,141,44023,065,936Total Current Receivables

Non-Cunent Reccivables

t27,M3,262293,624,9t2Mortgage Longerm recei vables

t5,652,36228,?58,429Car Loan Longterm receivables

142,695,624321,883,341Total Non- Currcnt Receivablcs

154,837,064144,949,277Total Receivablcs

% of totalComparative FYCurre nt FY

8%7% 12,141,44023,065,936I*ss tlnn I year

t5%10/l/o 23,06s,93623,464,876Between [-2 years

t5%7% 23,993,34423,993,344BeMeen 2-3 vears

62%95,636,344274,425,12tOver 3 vears

100%154,81?,064344,949,277 100%Totat(tic to totals abovc)

23

Dcscription
2024t2015 I$2312024

KLs Khs

Current Receivables

Ageing analysis (receivable from exchange transactions)
% of total

80%
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Notes to the Financial Statements (Continued)

18. Receivablesfrom Non-Exchangetransactions

19. Prepayments

20. [nventory

100,000,00050,018,000Transfers From REREC

Transfer From otlrer Govt Enti

50,018,000Total Receivables

Ageing analysis (receivable from non exchange

transactions % of total2023t2024o/,of total2074t2015

50%49,982,000100%50,0 t8,000

50%50,018,000\YoBetween l-2
\Yo0%Between 2-3
0%0%Over J

100%100,000,000r00%50,018,000Total (tie to totals above)

Prepaid Rent

Prepaid Electricity Costs

Other Prepayments (Specify)

Total

Consurnables

Other (specify)

Total

24

Dcscription
2024t2025 2023t2074

Kstrs .I(shs

100,000,000

Less tran I year

l)cscription
202412025 202312024

Kshs. Kshs.

Disc ript io n
2024n025 202312024

Kshs. Kshs.
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Notes to the Financial Statements (Continued)

21. Investments in Financial Assets

D) Movement of Equity Investments

E) Shareholding In Other Entities
For investments in equity share listed under note 2l above, Iist down the equity investments

under the following categories:

Investment In Treasury Bills And Bonds

Financial Institution
CBK
CBK
Sub-Total (A)

Stinn Sacco Alpha Deposit

SubTotal (B)
Equitv Investmcnts (Specifv)

3,00021,000Stima Sacco Share Capital
2 l,000 3,000Sub-Total (C)
21,000 3,000Grand Total D =(A+B+C)

0.03,00dAt the beginning of the year
r8,00d 3,000Purchase of investments in the year

-lSale of investments during the year

Gain/(loss) in fair value of investments through surplus or
deficit

21,00d 3,000At The End OfThe Year

Kshs Kshso//o KshsNo o//o /o

21,000 2l ,000 3,000
Stima DT
Sacco 42 100 100

25

Description
202412025 2023:2024

lGhi I(shs

lnvestme nt With Financial Institutions/ Banks.

Impairnr cnt'Allolvan ce/ Provision
202412025 2023D024

Kshs Kshs

Nanre of
Entity
rvhere '

irr r.qstm cn t
is lreld

No of sharcs

Nominal
'value of
'sharcs'

Fa ir
virlue of
lsl 

aaa's''

F:rir
vahr c

, of .

sh:rrbs
'No of
Sharcs l)i rcct

shrreholtling
Indirect

sharehoklinq
[fl'cctive '

sh,rrohnlrlino
Cu rrcnt

vcilr
Prior
Yea r
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Notes to the Financial Statements (Continued)

22. Property, Plant, and EquiPment

Cost
2023At 1't Jul

Additions
Dis osals

Transfers/ad ustments

At 30th June2024

At l't Jul 2024
Additions
Dis osals

Transfer/ad ustments

At 301h June 2025

Depreciation and
rmentlm

At I't Jul 2023
reciation for the earD

salsDis
Im rment
At30th Jtne2024

2024

DesuipliQn

I(slis.

Buildings
and Civil
i. worki ,,:

, Nlotor
vltiidtes

Fu rn it u rc.
' 'littings.
,.aritl bffice
eqiiipmchi

, - ICT' 
"'Equipment

Other .

A.selslg
(spetili)

Capital
Work in
progrcss

To'tiil

I(shs.IGhs. ' Ksh(. Kshs. Kshsl

At July

26
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sa lsD

Im airment

Transfer/adjustment

At 30'h June 2025

Net book values

At 30t" June 2024

27

Capitnl
\York in
progress

Other:
Assets.

(speci[) T<ital
ICT

Equipment

Furniturc,
littin gs.

'iind office
e q ir ipmen t

I'Iotor.
vehiclcs

Buildings
and Civit

rvorl<s 
-

Lahd

Kshs. I(shs.Kshs; Kshs;Kshs.Kshs.Kshs.

Descriptioir

At 30ih June 2025
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Notes to the Financial Statements (Continued)

23. Intangible assets

24. InvestmentProperty

Cost

At beginning ofthe year

Additions

Disposal

At end ofthe year

Amortization and impairment
At beginning of the year

Amortization
At end ofthe year

Impairment loss

At end of the year

Net book value

lof thc earnntnt

Additions
.l

Disposal during the year

lDeprec iation

llmpairment
Gain/(loss) in fair value (if fair value is

elected)

lAt end of the year

28

Dcscription
2023t2024

I(shs. Kshs.

Description
2024/2025 20232024

Kshs. Kshs.
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Notes to the Financial Statements (Continued)

25. Trade and other payables

26. Borrowings

Category:

Tradc Payables and Other Payablcs :

Unallocated Receips

Total trade and other payables

o//o

of total
% of total

Comparative

FY
Current FYAgeing analysis: (Trade and otherpayables)

0%0%Under one year

0%0%l-2 years

0%0%2-3 years

0%Over 3 years

0%0%Total

IKenya Shilling Loan From KCB
-lKenya Shilling Loan from Barclays Bank
-lKenya Shilling Loan from Consolidated Bank

ILoans from other government institutions
.lOther loans (specify)

ITotal Balance at Bnd Of The Year

IShort Term Borrowings (Current Portion)
-lLong Term Borrowings
-lTotal

29

Dcscription
202312024

Ifths. I(shs.

0%

Descri ption 2024D025 2023t2024

Borrorvings Kshs I(shs

2024t2025 2023D024
Kshs Kshs
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100,000,000s0,018,000Transfers From REREC

Transfer From another Govt Enti
100,000 00050,018,000Total Deferred Revenue

Notes to the Financial Statements (Continued)

27. Deferred Revenue - Non-Exchange Transactions

28. Net Cash Flows From Operating Activities

29. Financial Risk Management

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

and effects of changes in foreign currency. The Fund'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 Fund does not hedge any risks and has in place policies to ensure that credit is only

extended to customers with an established credit history.

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

i) Credit Risk Management - The Fund, in collaboration with Stima DT Sacco, enforces

stringent credit assessment criteria to ensure that loans are extended only to verified

staff members. This approach minimizes the risk of defaults by ensuring that only

eligible borrowers with a proven repayment capacity receive financing. Additionally,

300,969,15554,4t4,909us/S ficit ForThe YearBefore Tax
Ad usted For:
De reciation
Amortisation

sal Of AssetsGairs/ Losses On Dis
(s00)Scheme Re stration Fee

(48,458)(t6t,746)Tax RemittancesWithholdi
Funds Held For Loan Disbursement
Wo Ca al Ad ustme nts

Increase In lnvento
Increase In Receivables
Inclease In Pa bles

300,920,19754,253,164Net Cash Flow From Operating Activities

30

De scriptio n
2024t2025 202312024

I(shs IGhs

Ilcscription
202312{t24

I(sIs IGhs
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Notes to the Financial Statements (Continued)

the Fund conducts continuous credit monitoring and periodic risk evaluations to

identify potential credit risks early and implement appropriate rnitigation measutes.

ii) Liquidity Risk Management - Maintaining adequate liquidity reserves and continuously

monitoring cash flows to ensure the Fund can meet its financial obligations without

disruption.

These financial risk management measures enhance the Fund's resilience, safeguard its

financial position, and support long-term sustainability.

a) Credit risk

The Fund 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, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial

position, past experience and other factors. Individual risk limits are set based on internal or

external assessment in accordance with limits set by the directors. The amounts presented in

the statement offinancial position are net of allowances for doubtful receivables, estimated by

the Fund's management based on prior experience and their assessment ofthe current economic

envrronment

The carrying amount of financial assets recorded in the financial statements representing the

Fund's maximum exposure to credit risk without taking account of the value of any collateral

obtained is made up as follows:

3t
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Notes to the Financial Statements (Continued)

The customers under the fully performing category are meeting their repayment obligations. The credit

risk associated with these receivables is assessed to be minimal. The allowance for expected credit

losses recognised in the financial statements is considered adequate to cover any potentially

irrecoverable amounts based on current credit risk indicators and historical performance.

As at 30 June 2025, the Scheme's financial assets reflect a low credit risk profile, with 99.57% oftotal

balances classified as futly performing. White there was a modest increase in past due receivables from

Kshs 1.189 million in 2024 to Kshs 1.691 million in 2025, this does not indicate a material deterioration

in credit quality. The past due amount primarily represents the current portion of principal due affected

by timing differences and cutoff at the reporting date.

There were no assets ctassified as impaired during either period. The Corporation continues to monitor

and assess receivables regularly to mitigate emerging credit risks.

The Scheme Administration Committee is responsible for setting the Fund's credit policies and

objectives, and for establishing the operational parameters that guide the management of credit risk.

This includes reviewing risk exposure, approving credit risk mitigation strategies, and ensuring

compliance with the credit risk framework.

At 30 June 2024

1,189,647153,647,417154,837,064
Receivables From Exctrange Tralrsactions -

Mortgages and Car loans

100,000,000r00,000,000
Receivables From Non-Exchange

Transactions

149,167,098149,167,098Bank Balarres
1,189,647402,814,515404,004,162Total

At 30 June 2025

I,690,798344,949,277
Receivables From Exclnnge TraruactioN -

Mortgages and Car loans

50,018,00050,018,000
Receivables From Non-Exchange

Transactions - Capital Fund

10,418,78310,418,783Fund Balances

1,690,798403,695,261405,386,059Total

Discrif tion

Tot.rl i\mount fulb ,

I'r,'rfo rrning

Kshi

Past Dud Irnprrircd

IGhs 16t$ IGlu

343,258,479
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Notes to the Financial Statements (Continued)
Credit Risk Management Measures:

i) Strict Credit Screening: The Scheme, in collaboration with Stima DT Sacco, applies rigorous

credit assessment criteria to ensure that only etigible staff members receive financing, reducing

default risk.

ii) Proactive Loan Monitoring: Regular tracking of loan performance allows for early intervention

in cases of potential credit deterioration.

iii) Diversified Risk Approach: The Scheme maintains a diversified credit portfolio, minimizing

concentration risk in any single borrower category'

iv) Adequate Provisioning: Allowances for doubtful accounts are reviewed periodically to ensure

adequate coverage for potential credit Iosses.

Through these measures, the Fund ensures financial stability while effectively managing credit risk

exposure.

b) Liquidity risk management

Ultimate responsibitity for liquidity risk management rests with the Fund Administrator, who has built

an appropriate tiquidity risk management framework for the management of the Fund's short, medium,

and long-term funding and liquidity management requirements. The Fund manages liquidity risk

through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Fund under non-derivative financial liabilities by

their remaining contractual maturities at the reporting date. The amounts disclosed

in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their

carrying balances, as the impact ofdiscounting is not significant.

Liquidity Risk Management Assessment

The Mortgage and Car Loan Scheme continues to demonstrate strong financial discipline and effective

liquidity management. As at 30th June 2025, the Scheme reported no outstanding payables, reflecting

the timely seftlement of obligations.

The Scheme ensures financial sustainability through prudent resource allocation, continuous cash flow

monitoring, and strategic financial planning. These measures, alongside a well-structured risk

At 30 June 2024

Trade Payables

Total

At 30 June 2025

Trade Payables

Total

33

Description

Lcss thtn I
month

Iletu'cc n 1-3

months
Oicr 5 monthi Total

K!t$. Kt$. Kshs. IGhs.
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Notes to the Financial Statements (Continued)
mitigation framework, position the Scheme to effectively meet its obligations while supporting long-
term operational resilience.

The Key Aspects of Liquidity Risk Management include:

iii) Cash Flow Monitoring and Forecasting - The scheme conducts regular cash flow assessments

to anticipate funding needs, ensuring optimal liquidity levels for timely loan disbursements and

repayments without straining available resources.

iv) Loan Recovery Mechanisms - A stringent loan repayment framework, supported by proactive

borrower engagement and robust collection strategies, minimizes default rates and ensures a

steady inflow of funds to sustain ongoing operations.

v) Expenditure Control and Operational Efficiency -The scheme enforces strict financial controls

to maintain operational costs within budgetary limits, enhancing cost-effectiveness and

preventing unnecessary financial strain.

vi) Risk Mitigation Strategies - In collaboration with Stima DT Sacco, the scheme employs a

proactive and comprehensive risk management framework, incorporating regular financial

reviews, policy enhancements, and strategic interventions to effectively address liquidity

challenges as they arise.

Through these measures, the scheme has reinforced its financial resilience, ensuring long-term

sustainability while consistentty meeting its obligations and mitigating liquidity risks.

c) Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced by the Fund

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 Fund's income or the value of its holding

of financial instruments. 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.

There has been no change to the Fund's exposure to market risks or the manner in which it manages

and measures the risk.

d) lnterest rate risk

Interest rate risk is the risk that the Fund's financial condition may be adversely affected as a result of

changes in interest rate levels. The Fund's interest rate risk arises from bank deposits. This exposes the

Fund to cash flow interest rate risk. The interest rate risk exposure arises mainly from interest rate

movements on the Fund's deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer

favourable interest rates.

34
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Sensitivity analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis.

This involves determining the impact on profit or toss 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.

The Fund is exposed to interest rate risk on its frnancial assets that eam interest based on floating rates.

To manage this risk, management places funds with reputable financial institutions that offer

competitive and stable interest terms.

The Fund is exposed to interest rate fluctuations on its interest-bearing assets, including mortgage loans,

car loans, and deposits. A change in interest rates will affect the interest income derived from these

assets. The Fund has assessed the potentiat impact of interest rate changes on its revenue and profit

before tax (PBT). As of 30 June 2025, the interest revenue exposed to floating interest rate changes

totals Kslrs. 7,191,837. The sensitivity analysis for a lo/o change in interest rates is as follows:

Notes to the Financial Statements (Continued)

Interest rate risk Assessment:

The Fund is not significantly exposed to interest rate risk, as it operates as a government-

established entity with no external borrowings or dependence on interest-bearing liabilities. Its

financial position remains stable, with funds securely held in managed deposits that are

insulated from interest rate volatility. Consequently, the Fund's financial condition remains

unaffected by interest rate fluctuations, ensuring sustained liquidity and long-term operational

stability.

e) Capital risk management.

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

continue as a going concern. The Fund capital structure comprises of the following funds:

Case Scenario Impact on Surplus Before Tax (Kshs.)

Increase in interest rates by 17o

Decrease in interest rates by l% (7 r ,91 8)

Increase in interest rates by 5% 359,591

Decrease in interest rates by 5%

35

Notes to the Financial Statements (Continued)

71,918
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300,000,000349,982,oQqScheme Revolving Fund
4,007,1625,407,059Accumulated surplus (Reserves)

304,007,162355,389,059Total Funds

( 149,1 67,098)( r0,418,783)lcss: cash and bank balances
t54,840,064344,970,277Net debV(excess cash and cash equi valents

50.93097.07o/"Gearing Ratio

Notes to the Financial Statements (Continued)

lnterpretation of Gearing Levels:

i) Low Gearing (0% - 30%) - Strong liquidity with minimal reliance on fund utilization, ensuring

financia[ stability.

ii) Medium Gearing (31% - 60%) - Balanced fund utilization while maintaining adequate

liquidity.

iii) High Gearing (Above 60%) - Indicates a substantial portion of funds has been committed,

potentialty limiting available cash reserves and necessitating prudent financial oversight to

maintain liquidity.

Conclusion:

\n2024125, the Scheme's total funds increased from Kshs 304 rnillion to Kshs 355 miltion, reflecting

growth. However, availabte cash dropped significantty from Kshs 149 million to just Kshs 10 million.

As a result, the gearing ratio rose sharply from 50.93% to 97 .07Yo, indicating that almost all funds are

now tied up, with minimal cash reserves. This suggests a tighter financial position compared to the

previous year, with reduced flexibility to meet unforeseen cash needs.

36

T)csciiptioir
202412025 aon12024

Kshs. Kslr6.

Assessment of Capital Risk management

The Fund's capital risk management shategy focuses on maintaining financial stability and ensuring

sustainable operations. The capital structure includes a revolving fund and accumulated surplus

(reserves), with the net position determined after accounting for cash and bank balances' The gearing

ratio is used to assess financial leverage and liquidity, ensuring that the Fund remains adequately funded

to meet its obligations while safeguarding its long-term viability.

30. Related party balances

a) Nature of related party relationships

Notes to the Financial Statements (Continued)
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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)

b)

c)

REREC

Scheme Administration Committee

Stima DT Sacco

b) Related party transactions

i. Transfers from related parties

Notes to the Financial Statements (Continued)

ii. Key management remuneration

31. Events after the Reporting Period
There were no material adjusting and non-adjusting events after the reporting period.

32, Ultimate And Holding Entity
The Entity is a Fund under the sponsorship of Rural Electrification and Renewable

Energy Corporation.

33. Currency
The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest

shilling.

300,000,00049,982,000Transfers from related parties (REREC)

22,000,000Transfers to related parties - Loan disbursement to
Scheme Administration Committee members

71,982,000 344,800,000Total

Board of Trustees

Key Management Compensation

Total
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l)escription
2024:202s 2023-2024

I(shs. Kshs.

44,800,000

Description
2023 2024 2022:z023

Kslrs. Kslrs.



Rurnl Ele
Arnual R

cttwalion and RetENab le EnergY CorPot'Atio,l sltff ,itoftgaga antt Car loan Schene

or! d,3d Finmcicl Stfllefi&ttts For tlg {ecr Eniled 30'h Jme 2025

ep

'J;SrTlLtrress on Follow'up of Prior Year Auditor's Recommendations

Thefollowingisthesrrmmaryofissuasraisedbytheexternalauditor,andmanagementcomments

that were providcd to the auditor'

audit 
lssue / gtrervatioL\ frort

rePort 
Lurllr'rr r

Ref-

l',1o.1

Ir'I:nager-reirt com n cnts

-Mana geilent atttto-'i-ua ge'

the observation regarding the

usa ofa valuation rePort from

a vatuer who is not reflected

in the current Panel of

orequalifted valuers under: the

Stima Sacco DePosit Tat(ing

(DT) Fund Administration'

Horvever, it is imPortant to

clarifi rhat at the time the

staff member engaged the

sewices of the said valuer'

the valuer was dulY listed in

t[re official Panel of

prequalifred valuers' The

setection and engagement

were therefore carried out in

futl cornPliance with Clause

5. t (c) of the Staff Mortgage

Scheme Guidelines' which

reorrires valuation rePorts to

be prePared bY valuers on the

approved Panel'

SubsequentlY, the valuer was

discontinued from the Panel

on 2 I st March 2024' after the

valuation had alreadY been

comPleted and submitted as

Status 'fiti"eframe

Resolved N/A

Nou-conformitY with

Guidelines oo use of

prequalifies valuers: During

the year under revierv' an

emploYee was awarded

mortgage loan facilitY of

ltuhs.8, 000,000'However'

revierv of tlre aPPlication form

tiled bY ttre emPtoYee reveated

that management relied on a

valuation report from I local

valuer who was not Prequalified

and tisted in the Panel ofthe

Fund Administration ' 
Stima

Deoosit Taking (DT) Sacco'

itrl ,uu, contrary to clause 5 l (

c ) of the suff mortgage scheme

nuid"lino which Provides that

Ine of tl',e Preconditions for the

ourchase of readY residential

horr", i, Provision ofa

valuation rePort done bY a

valuer on Stima Sacco DT

Pane[, comPtete with

photograPh of the ProPerty

being Purctrased'

[n the circumstances'

management was in breaclt ol

the regulations '

the aud it team, but tvas

3B

part of the mortgage

application Process As a

result, the valuer does not

aooear in the current list of

approved valuers shared with
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I

Signed by:

CS Dr. Rose Mlelama
Chief Executive Officer

tegitimately on the Panel at

the time of engagement.

Therefore, management

maintains that there was no

breach of the guidelines, as

the plocess adhered to the

requircrnents in fotce at the

material time.

CHRP E rlyn I(oech

Scheme Administrator
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Annex II: Inter-Fund Conlirmation Letter

Nnme of transferring etrtity: Rural Etectrification and Renewabte Energy corporation (REREC)

Name of beneficiary entity: REREC Staff Mortgage and Car Loan Scheme
't

RemarlsTotal
(c)=(A+B)DevelopmentRecurrent

A
Date DisbursedBank Reference

Nurnber IGhsI(shs
Incremental Ftrndt5 635 923.35r5 635 923.3sit,2025t60 EI'71 0045L2o1I(E IncrementaI Fundin34 346,076.6514 346 076.65202524th A ril424 t(RI0005oI L2I(E 000.0049,lr9 982 000.00

Total

I confirm that the amoutrts shown above are correct as ofthe date indicated'

L.y.i
Date

1

4

\
-l
t\l
"1

",U)
kt tt

Name

a, .i.i. r:,.JL,, +1=

Head of Aceounts Department - DisbursiBg Dntity:

Head of Accoun8 Department - Beneticiary Entity:

'-tr...
'.1 ri

-+.r1.,,$).... 
r,r'' ..

_.-f,--- .

9. :.a.. .'.L. F.\".:1.(. -'. :(.'.. si gn " "'($=$':: " " " " " " " " " D ate
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I

Ctrnfi nn:i tiorr, 0 f Ariitrurits Rcciivctl Brrstima DT S:rccci As Ai 30tr"Jtuic 2024 '

IGhs

t\\ ""
Name ..1,...'.:.'.'.:1
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Annex III: Reporting of Climate Relevnnt Erpenditures

Note: There were tto information of Climate Relevant Expenditures

tl tluur,\ctlYIuLr.'t ritrlnerSuD.lecnvcs'ucscrrrruollIit III€
Q3 Q4Q1 Q2
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Annex fV: Reporting on Disaster Management Erpenditure

Co

Note: There were no information on Disaster Management Expeuditure
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