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A: Acronyms

NT

CGS

CBK

ICPAK

IPSAS

MSMEs

PFT

OAG

PROFIT

PFM

PSASB

WB

SAFER

RK.FINFA

M&E
OSHA

KCB

COOP BANK

DTB

NCBA

MDAs

IFAD

FSD_K

PwDs

FY
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and Abbrevietions

National Treasury

C redit Guarantee Scherne

Central Bank ofKenya

Institute of Certified Public Accountants oIKenya

International Public Sector Accounting Standards

Micro, Small and Medium Enteqprises

Participating Financial Intermediary

Offrce of the Auditor General

Programme for Rural Outreach in Financial Innovations and Technology

Public Finance Management

Public Sector Accounting Standards Board

World Bank

Supporting Access to Finance and Enterprise Recovery

Rural Kenya Financial Inclusion Facility

Monitoring and Evaluation

Occupational Safety and Health Act of 2007

Kenya Commercial Bank

Cooperative Bank

Diamond Trust Bank

National Commercial Bank of Africa

Ministries, Departments and Agencies

Intemational Fund for Agricultural Development

Financial Sector Deepening Kenya

Persons With Disability

Financial Year

iii
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B: Glossary of Terms

Fiduciary Management- Members of Management directly entrusted with the

responsibility of financial resources of the organization

Comparative Yeer- Means the prior year/previous period

Scheme: - Means the Credit Guarantee Scheme

iv
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KF-Y ENTITY INI.ORIVIATIoN AND MANACEMENl

(a) Backgroundinformation

The Credit Guarantee Scheme (CGS) is anchored on the Public Finance Management
(Amendment) Act (No. 2) 2020 and the Public Finance Management (Credit Cuarantee Scheme)
Regulations 2020.

The National Treasury executed bilateral credit guarantee agreements with seven Participating
Financial Intermediaries (PFIs) for the implementation of the CGS. The PFIs include Absa Bank,
The Cooperative Bank of Keny4 Credit Bank, Diamond Trust Bank, KCB Bank, NCBA Bank and
Stanbic Bank. The role of the PFIs in the implementation framework involves appraisal of credit
applications from eligible Micro, Smalland Medium Enterprises (MSMEs), issuance of credit and

management of credit accounts in line with prudent lending criteria anchored on the Central Bank
of Kenya (CBK) Prudential Guidelines. The PFI credit appraisal is informed by the institutions'
intemal processes. Upon satisfaction of intemal lending conditions, the MSMEs profile is then
checked against the Scheme Qualiffing Criteria which is shared with the PFI in the credit
guarantee agreement.

Whereas the PFI's decision to advance credit is made based on intemal lending criteria, the
decision to book the facility under the CGS is based the Scheme Qualifuing Criteria. The loan
repayment and recovery processes for loans booked under the CGS proceeds guided by prudent
lending procedures and the CGS is only called upon in case of default by the beneficiary MSME.
A claim submitted by a PFI to the CGS is subjected to an objective validation process and only
approved claims are paid. Payment of any individual validated claim is made on terms and
conditions stipulated in the executed credit guarantee agreement between the National Treasury
and the PFI.

(b) PrincipalActivities

Vision

To be a world class credit guarantor for the growth of MSMEs

Mirsion

To Enhance MSMEs access to Flnance through Innovations and Partnerships in Provision
of Credit Guarantees

Core Values

l. Integrity

2. Accountability

3. Diligence

4. Resilience

5. Discipline

6. Professionalism

7. Team work
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'Ihe CGS principal activities are as follows: -

Improve and stimulate the national economy by encouraglng additional lending to micro,
small and medium enterprises, increasing investment opportunities for micro, small and

medium enterprises and strengthening skitls and capacities of proprietors of micro, small
and medium enterprises;

Facilitate the financing of micro, small and medium enterprises by partially guaranteeing

credit advanced to the enterprises; and

iii. Create a conducive business environment and promote partnerships between the

government and financial intermediaries with respect to credit guarantees for micro, small
and medium enterprises and other related activities.

(c) Key Management

The Credit Guarantee Scheme is oversighted by a Steering Committee which seeks to ensure

efliciency and effectiveness in delivering the mandate of the Scheme. The Steering Committee
comprises of:

i. Principal Secretary for the National Treasury (Chairperson)

Govemor, Central Bank of Kenya;

iii. Representative of the Principal Secretary, State Department for Industrialization;

iv. Representative of the Attomey General; and

v. Three independent members appointed by the Cabinet Secretary for the National Treasury
and Planning.

(d) FiduciaryManagement

The key management personnel who held office during the financial year ended 30e June 2025

and who had direct fiduciary responsibility were:

The Scheme's day-today management is under the following key organs:

No. Designation Name

I The Accounting Oflicer /
Scheme Administrator

Dr. Chris Kiptoo

2 Scheme Manager Ronald Inyangala
3 Esther Kitonyi

Head of Risk Jackson Echoka

5 Head Legal Counsel Geoffery Momanyi

6 Head Monitoring and Evaluation Joseph Mburu
7 Head Claims Management Jackson Kiprono

Secretary to the Steering Comminee Winnie Molonko

Head of F inance

4.

8.
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(e) Fiduciary OversightArrangements

The fiduciary function of the Scheme is delineated between the Scheme Steering Committee, the

Scheme Administrator and the Scheme Secretariat. The National Treasury Audit Committee plays a

fiduciary role on the Scheme. The Oflice of the Auditor General also provides a fiduciary role of the

Scheme. The Scheme reports annually to the National Assembly in line with the enabling legal

provision. Where applicable, the Scheme is subject to the fiduciary oversight of a Development Partner

and or a Donor.

(0 Entilv Headquarters

The National Treasury
P.O. BOX 30007 - 00100
Harambee Avenue
Nairobi, Kenya

(g) Entity Contacts

Telephone: (25 4) 20 2252299
E-mail: ps@treasury.so.ke

(h) Entity Benkers

Central Bank ofKenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(i) IndependentAuditors

Auditor General
Oflice of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

0) Principal Legal Adviser

The Attoney General
State Law Oflice and Department of Justice
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

vlt
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The Scheme Steering Committee is composed of four members drawn ti'om key government

institutions and three independent members appointed by the Cabinet Secretary for the National
Treasury and Economic Planning. The following was the key membership during the reporting period:

Dr. Chris K. Kiptoo. CBS
The Principal Secretary

Dr. Chris Kiptoo is the Principal Secretary, National Treasury.

He was appointed Principal Secretary by President William

Samoei Ruto on lst December 2022. Dr. Kiptoo is the

immediate former Principal Secretary, Ministry of
Environment and F'orestry. Before that, he also served as a

Principal Secretary at the State Department of Trade, Ministry

of Industry, Trade & Cooperatives.

Central Bank of Keny4 Capital Market Authority and the Intemational Monetary Fund, where he has

served in various capacities. His expertise especially relates to the design and implementation of

monetary policy; balance of payments and exchange rates; fiscal operations and policy; financial

sector matters including capital markets; national accountyreal sector and macroeconomic

accounting, and modelling and forecasting.

Additionally, Dr. Kiptoo has proven experience in environment and climate change policies, trade

policy and regional integration, private sector development and advocacy, infrastructure

development, institutional development of Government institutions and organizational management,

all mainly gained at the Ministry of Environment and Forestry, State Department of Trade as well as

Trade Mark East Africa. Noteworthy, he also has four years of experience in economic policy

coordination gained while working at the then Oflice of the Prime Minister.

Dr. Chris Kiptoo holds a Doctor of Philosophy Degree (PhD) in Finance (lntemational

Macroeconomics Finance specialization) from the Nairobi University, as well as a Master of Science

(Ag. Economics) and Bachelor of Science (Ag. Economics) degree from Egerton University. He is

also an Accredited Fellow in Macroeconomic Management Macroeconomic & Financial

Management Institute of Eastem & Southem Africa (MEFMI).

v

In his working career, Dr. Kiptoo has acquired a rich wealth of

experience in economic policy analysis, mainly gained at the

a
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Prior to her current appointment, Susan served on the Boards of the Youth Enterprise Development

Fund (YEDF), Kenya Institute of Public Policy Research and Analysis (KIPPRA) and The

Competition Tribunal of Kenya. She was also a member of the Working Croup on the Socio-

economic Audit of the constitution of Kenya 2010, under the office of the Auditor General where she

handled the assessment of the impact of the Constitution of Kenya 2010 on governance and public

institutions. The findings were tabled to the National Assembly in 2016 to help shape the govemment

policies and programmes.

In the Private Sector, Susan has engaged in consultancies and discourses focused on socio-economic

and political transformation across the country, region and beyond, gaining global perspectives and

insights that continue to impact on her contributions in the public policy arena.PS Susan holds an MA
in Entrepreneurship Development and a BA in Political Science and Public Adminisration both from

the University of Nairobi. She is also an alumnus of the 201I International Visitors Leadership

Programme (IVLP) a US State department Exchange programme. She is a network member of the

Mandela Institute for Development Studies (MINDS), the Women Democracy Network (WDN) and

the Women Waging Peace lnternational, among others.

tx
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Ms. Susan Mang'eni

PS State Department for Micro. Small end Medium Enterprises (MSMES)

Susan Mang'eni is the Principal Secretary of the newly

established State Department for Micro, Small and Medium

Enterprises (MSMEs) Development under the Ministry of
Cooperatives and MSMEs. She is a govemance and

development expert with close to 15 years' experience in

both the private and public sectors, in areas of strategic

leadership, pubtic policy formulation, analysis and

implementation, enterprise development, institutional

building, oversight, youth and women empowerment.



Dr. Kamau'thugge C.B.S., is the tenth Govemor of the

Central Bank of Kenya (CBK) and has been in office

since June 19,2023.

Dr. Thugge joined CBK after a long and distinguished

career in the international and Kenyan public service. He

worked in the International Monetary Fund (lMF) in
both policymaking and non-policymaking departments.

These include the Policy Review and Development

Department and the Trade Policy Division.

ln these roles, he hetped to design the Highly Indebted Poor Countries Initiative (HIPC) as well

as other policy initiatives. He also worked on various Article IV missions. He also served as Mission

Chief to Botswana and Lesotho in the wake of the Gtobal Financial Crisis.

x
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Dr. Kamau Thugge. CBS
Govemor. Central Bank of Kenya

I
t'

I

Dr. Thugge has held various senior roles in Kenya, including as the Head of the Fiscal and

Monetary Affairs Department at the National Treasury, as Economic Secretary and as Senior

Economic Advisor. He also served as Principal Secretary at the National Treasury, and lately as

Senior Advisor to the President and Head of Fiscal and Budget Affairs. He helped to design and

implement various laws including the Public Finance Management Act, the Commission on

Revenue Allocation Act, the Independent Officers (Appointment) Act, the Public Procurement and

Disposal of Assets Act, and many more. In these roles, he also served on various boards including

that of the Central Bank of Kenya, the Monetary Policy Advisory Committee (and later the

Monetary Policy Comminee), the Kenya Revenue Authority and the Capital Markets Authority.

The Govemor holds a Bachelor's Degree from the Colorado College, and Master's and PhD

Degrees in Economics from Johns Hopkins University in the United States.
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Ms. Sharon lrungu-Asiyo. HSC

Representative. Attorney Ceneral

Ms. Sharon lrungu-Asiyo, HSC is the representative of
the Attomey General in the Steering Committee of the

Credit Guarantee Scheme. She has a Bachelor of Laws

(LLB) Degree and a Post-Graduate Diploma in Legal

Studies from the Kenya School of Law. With frfteen years

post-admission to the roll of advocates, Ms. lrungu-Asiyo

has both private and public sector experience majoring in

commercial and corporate law, intemational business and

intemational financial transactions. As a public sector

legal practitioner,

Ms. Irungu-Asiyo is currently based at the Govemment Transactions Division at the Office of the

Attorney General where her primary duties entails drafting, vening and reviewing Govemment

Contracts, negotiating commercial and financial agreements on behalf of the Govemment and issuing

advisory opinions on emerging issues and areas of law that have an impact on Govemment Contracts.

As a member of the Steering Committee of the Credit Guarantee Scheme, Ms. Irungu-Asiyo provides

strategic leadership on emerging issues of law that affect the implementation of the Credit Guarantee

Scheme.

Dr. Samuel Tiriongo
lndependent Member

Dr. Tiriongo is the Director of Research and Policy at
the Kenya Bankers Association, responsible for
designing and executing the research agenda, and

overseeing the Sustainable Finance tnitiative (SFI)
programme for the banking industry. He is an

economist by profession, with over I 7 years of
experience, 13 of which as an economist at the Central
Bank of Kenya. Dr. Tiriongo is the secretary of the

Credit subcomminee of KBA.

He is also the PSC member at RK-FINFA, and a

Board member at the Kent National Research Fund
(NRF), where he chairs the Finance, HR and Admin

Committee. He holds a PhD in Economics and is a practicing researcher, with proven record in
conducting research on financial markets and macroeconomic policy. He has published widely in peer-

xt
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reviewed research outlets on financial market microstructure, economic responses to crises, monetary

policy, and credit market analyses, among other areas.

Juliana Migunde was appointed as an independent member of
the Steering Committee for the MSMEs Credit Guarantee

Scheme on the l9th February, 2024 for a period of three
years. Ms. Migunde brings on board wealth of experience and

knowledge on Financial markets operations and services
in Kenya and in the East African community (EAC) region.

Juliana has had an illustrious Banking career at the Central

Bank of Kenya for over 30 years where she was privileged to
work in Research, Currency and Financial Markets
Departments. With over 20 years work experience in
Financial markets, she has provided Leadership and

oversights in key Treasury management functions that
include Foreign Exchange Trading, investment management

and monetary policy implementations.

Juliana has contributed immensely to post markets' liberalization transformation and growth in the

Kenyan Financial markets; hightighr of contributions include development of regulations, policies and
guidelines that govem trading and investments in foreign Exchange and money markets with remarkable

contributions to the development and implementations of two-way foreign exchange market and the

establishment of the Cenral Bank Rate (CBR).

In the EAC region and as a member of the Financial Markets Subcommittee of the Monetary Affairs
Committee, she participated in initiatives that were set to harmonize financial markets infrastructures,
systems and practices to achieving international Best standards and Practices. Juliana also served as a

memberof the high level Task force that negotiated the East African monetary Union protocol where she

provided expertise on financial markets related matters.

xii

Ms. Juliana Migunde
lndependent Member

-/

.J

I
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Juliana holds a Bachelor's degree in Economics from the University of Bombay, Diplomas in Business

management from Kenya institute of management (KlM) and Business Data analysis from the UK
professional academy. She has undertaken various Leadership and Management programs including
Strategic Leadership and Management program from KIM, in addition to various work related courses.

Juliana is a member of KIM professional body.
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Mr. Christopher Aleke Dondo

Independent Member

Mr. Christopher Aleke Dondo is a Principal Consultant
with Legacy Consulting limited (formerly Cascade
Consulting). Prior to joining Legacy Consulting, he
served as Managing director of K-Rep Development
Agency for thirteen years.

In 201I, He was awarded the Outstanding Social
Entrepreneur in Africa by the World Economic
forum and The Schwab Foundation lor Social
Entrepreneursh ip for his work in promoting
inclusivefi nancial markets.

Mr. Dondo has served and continues to serve on the boards of organizations involved in development
work. He is a member and Trustee of Kenya Community Development Foundation and K-REP group
among others.

He holds a master's degree in economics from York University in Canada and a Bachelor's
Degreein Economics from The University of Nairobi.

xiii
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The following staff have been appointed on an interim basis by the Cabinet Secretary in order to

assist in the management ol the Scheme.

Nrnc Qudnc.tion KcY

Rcapooribiffty

Mr. Ronrld lnyrrgrh, OrGW Mr Ronald Inyangala is a Director in thc depanment of
Financial Sectord Affairs al the National Trcasury. Hc is

curintly thc intcrim Sdrcmc Man.gcr of thc Crcdit

Cruarantee Scheme for the Micm Small and Mcdium

Enterpris€s (MSMES). Hc is an innovalive dcvelopment

economist and a public scctor policy cxFrt with 2Gr

ycars' expcriencc. Prcviously. hc workcd wiih Ministry

of East Aftcan Community on Regional & Economic

lntegration manes and the Ministry of Trade in the arca

of business development and capacity building of
MSMEs. Ronald holds an M.A. in lnlcmational

Developmcnt Snrdics (Compantive Dcvclopment) from

Hankuk University ofForcign Studics, Rcpublic ofSouth

Korca. a Mastd of Busircss Administration from Moi

University and a Bar.hclors degrce -Mathcmatics and

Emnomics from Egcrton Univosity. Hc is curently

pursuing a Doctor ofPhilosophy in DcveloPmcnt Studics

at ,omo Kcnyafta Univcrsity of Agriculture ard

Tcchnology. Skilled in planning, organizing and

implcmcnting cconomic dcvclopmcnt functions from

conc"ption to complction, including emnomic

dcvclopmcnt programi budgctinS, cross dcpartmcntal

pmjcct mansScmcn! rcgionsl irtegrstion programs and

cspaity deyclopment. Hc has prsucd various lcading-

edge leadcrship and profcssional short courses including

the Srar€gic Lcadership Dcvclopment Coursc (SLDP),

thc Global teadcrship in !'inancial Supcrvision in Times

of FinTcch from Toronto ccntr€, Canads. Finsncial

Scctor Rcgulabry Compliance Coursc from London

Corporstc Tr&ining-UK, Public Private PartnershiP

Pmject Managcmcnt 8nd lmplementalion from Thc

lnstitutc for Public-Privare Parhcrship (lP3) Unitcd

St8r6 of Amcrics & Cerrificar€ in Effective Ncgotistion

Skills: Ncgotiatiofl Tcchniqucs, Tools and Proccdurcs

from the lnstitut? for Rcgional lntcgralion ard

Dcvclopmcnt- Calholic Univcrsity of Eastcrn Africa

Sraregic

opcrations ofthc
schcme 8nd

Tcam lcadcrship

(^.

xlv



CREDIT GUARANTEE SCHEME
Annual Report and Financial Statements for the year ended June 30, 2025

CPA Esthcr Kitonyi

Mr. Jeckson Achoka

Ms. Esther Kitonyi is a Senior Dcputy Accountant

Ccncral at the Nafional Trcasury. Financial and Scctoral

Affairs depanmcnt. Shc is currcntly the Head of Finance

and Financial Rcporting of the Crcdit Guarantee Schcme

for thc Micro Small and Mcdium Enarprises (MSMEs) a

ncwly established Crovcrnment prognmme aimed ar

facilitatinS thc financing of micro, small and mcdium

cntcrpriscs by partially guarantccurg credil advanc€d to

thc cntcrpriscs in Kenya. Plcviously, shc participated in

sctting up of thc Accounting Unit in thc Ministry for
Dcvclopmcnt of Northcrn Kcnya Arid and Scmi-Arid
l.andsl as Hcad of Accounting Unit, sct up thc

Accounting Units of ttrc Intcrim Indcpcndcnt Boundarics

Rcvicw Comraission (llBRC) and thsr of 0E National

Policc Scnicc Cbmmission. Shc has ovcr 30 ycan'
expcricnce in the artas of Public Financc, Financial

Accounting and Reporting and Stratcgic Managcmcnt.

Hcr ucalth of cxpericncc has bee n gaircd thmugh

working rn vaiious mles with tlrc National Trcasury ald
other Ministrics / State Dcpartmcnts. Shc has a Bachclor

of Science &gree in lntcrnational Busincss

Administration in Financc 8nd Accountint from the

Unitcd Stares lntemstionsl University (USIU) and is

curcntly pursuing a Mastcrs degEc in Finance. She is a

Certified Public Accountanl of Kcnya. CPA(K). Shc has

also pursued various leadership and management courses

including Strotcgic kadcrship Dcvclopmcnt Program-

(SLDP) and Scnior Managcment Cours€ {SMC)
proSrsmmes al the Kcnya School of Covemment (KSG),

8nd has also undcrtaken rclaed profcssional rraining with

the MEFMI.

L,cading thc Risk & Compliance function at Agricultural
Financc Corporarion (AFAC), Jackson is an agribusiners

spccidis with 30 ycars' expcrienct working with

hrmcrs in thc sgricultursl scctor; AFC Project Manager

for Risk Sharing Frility for Programmc for Rural

Chtrcrh & Financial Innovatiors &
Tcchnologics(PRoFlT); Expericnccd traincr on

sgriqrlturc fin8ncc; Projcd Manager in a pilot
implcrflentEtion of an inmvativc Farmcr Informatbn

t'cctlllolo$/ Nstr,vo* Enrrrprisc SysrBm (FITNES) a loan

for farmer rcgistration urd loan origination in A-FC;

Holds a Mast€r of Sciorcc dcgrcc in Agriorltural and

Applicd Ecommics from thc Univctsity of Nairobi in
collaboration with Univcrsity of Preoria-

Schcmc financial

tcchnical advirr,
and Financial

Rcponing

Sctrrne risk

managc(Ircnl

aspccts

xv
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('S l+ innic Molonko

Mr. Joscph Mburu

Ms. Winnic is an Advocale of ttrc High Courr of Kenya

with an accomplishcd legal and compliance carcer

rcflecting 18+ yesrs' drafting and rcvicwing of
organizuional policies and procedrrr...s, providing lcgal

suppon and advice to vorious organizations including

currcntly Nstional Trcasury and Planning. Shc has

undcrgone innovativc [eining and dcvelopmcnt with

cxtensive crperiencc in drafting legal inslrumenls

including contracs and olher lcgislative instrumcnts,

supponing Bo8rds on covemarre and othcr statutory

compliance rcquiremcnts and inEoduction of innovative

products through legislativc support.

Shc has previously workcd as a Stdc Counscl OIfice of
ihc Anomcy{acral LS a Parl iarnent&y Counscl, Capital

Markcts Authority as a Senior Rcgularory Oflicrr and

thc Centml Bank of Kenya, Lcga.l Scrviccs Division.

Winnic is a holder of a Mastcrs Degrcc in Law,

LLM,(UON), Dcgrcc in Law, (LLB, )Advocatc of thc

High Courr of Kcnyq Ccrtificd Sccrctary and 8 member

ofthc [-aw Socicty ofKenya and thc Institutc ofc.rtificd
SccretEics.

Mr. Joscph Mburu is a Principal ICT Ofliccr at the

National Treasury end Economic Plarning, in the

Financia.l and Scctoral Affairs Departnent. Mr. Mburu

has over fiffeen years' expcricncc in Information and

communications technology (lC[. He is also en expert in

project managcmenl, monitorinS ond evaluation.

Mbuu has psrticipabd in projccts including the Re-

cngirrering of the Public Scrvicc Commission onlinc

rccruit ncrt system, e-bricfcasc rcpository and workflow

systcm ar thc Ministry of E&st Africsn Community
(EAC), Decision Monitoring systcm at thc Ministry of
EAC, md Gcndcr policy implcmcntalion 8nd

monitoring rystdn at thc Ministry of Enerry. Hc has also

undcrsorE Scnior Managcmcnt Coursc (SMC) d thc

Kcnya School of Crovcmmcnt (KSG). Hc holds a

Mastcrs' &gree in Information and Tcchnology

Manlgcmcnt at Korca Advancad Inslitute of Scicnc! &
Tcclurobg and a Bachclors' of Scicncc (Physics)

from University of Nairobi.
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Committec
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Mr. Momanyi holds a Master's Dcgrec in Public
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Graduate Diploma in l^aw from Kenya School of Law. a
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Dir€ctor to thc Cabinct Sccrctary for thc National
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Board.

Mr Jackson Kiprono is a Deputy Director in the
Financial and Sectoral Affairs Department at thc
National Treasury. He is currently supponing
implcmcntation of Crcdit Guarantec Scheme aimed
8t supporting Micro Small and Medium Enterpriscs
(MSMEs) access affordable crediti and
coordinating implcmcntation of Fourth MTP 2023-
2027 Financial Services Sector intcrvcntions.

He is an economist with expcrtise in
macroeconomic policy, public policy, development
planning, and budgeting spanning lE years of
cxpcrience- Hc has worked with State Dcpartment
for Economic Planning coordinating formulation of
Medium-Tcrm Development Plans towards
implemcntation of Kcnya Vision 2030, and Kenya
Institute of Public Policy Rcscarch and Analysis
(KIPPRA) as head of Macrocconomic Department.

Jackson holds an M.A. in International
Development Studics (lDS) from National
Graduate Institute of Policy Studies (GRIPS),
Tokyo - Japan; and a Bachclor Degree in Statistics
from the Univcrsity of Nairobi.
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Micro, Small and Medium Enterprises (MSMEs) play critical roles in the world economy, however,

most of the MSMES, especially in developing countries, have difTiculty in accessing cedit. Credit

guarantees have been used by governments to enable MSMEs access credit. Credit guarantees aim to

redress situations where borrowers with an equal probability of default have an unequal probability

of obtaining credit where they have insufficient collateral. As a result, credit guarantees act as a lever

and stimulate financial institutions to channel more funds to micro, small and medium-sized

enterprises.

The govemment of Kenya through the National Treasury established the Credit Guarantee Scheme

(CGS) in December, 2020 with the main objective of achieving financial, social and economic

additionality. Credit Cuarantee is a key policy tool that the National Treasury intends to leverage in

order to enhance access to finance for Micro, Small and Medium-sized Enterprises, while limiting the

burden on public finances. The National Treasury is keen on ensuring that micro, small and medium-

sized enterprises are adequately funded to enhance growth and sustainability ofthe sector.

This l'inancial Report outlines the financial performance of the Credit Guarantee Scheme established

by the National Treasury to support Micro, Small and Medium-sized Enterprises access to credit. The

financial report is prepared on the basis of data submitted by the PFIs through CBK as at 30th June

2025.

Since inception, CGS has directly enabled 4,3 I 5 MSMEs access credit of a cumulative value of KSh.

6,595,341,284. The MSMEs are distributed across 46 Counties and operate in twelve sectors of the

economy. The CGS has so far achieved a leverage ratio of 2.4 from KSh.2.7l billion commined to

PFIs. This indicates that every one shilling committed by the Government has unlocked private sector

credit of KSh. 2.4 to MSMES.

The National Treasury continues to monitor the performance of the Scheme in line with the intended

objectives. Some of the areas for improvement include diversification of products, sensitization of the

PFIs and collaboration with relevant the Ministries, Departments and Agencies (MDAs) and

Development Partners (DPs). We will also work towards transitioning CGS to a more sustainable

model in the coming financial year.
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The National Treasury established a Credit Guarantee Scheme aimed at enhancing Micro, Small

and Medium-sized enterprises (MSMEs) access to credit. The Credit Guarantee is being delivered

through a risk sharing agreement between the Covemment and seven participating banks. The

seven banks are KCB Bank, Cooperative Bank, Absa Bank, DTB Bank, NCBA Bank, Stanbic

Bank and Credit Bank. The banks act as the intermediaries in provision of uedit to qualifring

MSMEs bonowers. Lending is done by the commercial banks with due diligence in line with the

Central Bank of Kenya Prudential Guidelines. The participating banks were identified through a

competitive procurement process, based on among other criteria, their ability to extend credit to

many MSMEs from diverse regions and sectom.

The Scheme covers a portion of the potential default risk associated with MSMEs credit facilities

by providing a guarantee to pay the banks 50% of the outstanding amount, subject to a maximum

of 25% of the principal amount pari-passu, in case of default on qualiling credit facilities to

MSMEs. Once a claim has been approved by the Scheme Administrator, the amount is payable in

two tranches. This provides an incentive for the banks to continue to pursue recovery of the

defaulted credit facilities. The participating financial intermediaries are required to submit monthty

reports on all guaranteed credit facilities extended to MSMEs in the reporting period. These reports

will be important for the Scheme to fulfil is reporting obligations to the Administrator and

Parliament as envisaged in the Public Finance Management Act,20l2.

The CGS has an initial seed capital of KSh.3 billion appropriated in the fiscal year2020l2l for
guaranteeing credit facilities extended to MSME borrowers. The government is commined to grow

the capital through future allocations and investments. The participating commercial banks are

expected to leverage this amount four times, implying that the cunent KShs.3 billion is expected

to unlock at least KShs.12 billion in the short run as credit extended to MSMEs.

Product description

Currently, there is one approved product for the CGS. Below are the characteristics of the approved

product;

a. Maximum loan amount under the scheme is KShs. 5 million

b. Repayment period ofup to 3 years

c. Repayment gnce period of up to 5 months

xtx



During the FY 2024125, approximately KSh.308,239,994 was disbursed to 194 MSMEs under the

CGS. This disbursement represents credit guarantee value of KSh.77,059,998 million advanced to

eligible MSMEs in the financial year.

A total of 3,537 facilities have been fully repaid, representing credit amounting to KSh.5.3 billion.

A guaranteed commitment of KSh.l.3 billion has been released for additionat qualifying MSMEs.

This is the unique advantage of credit guarantees since funds can be revolved among more

beneficiaries, upon repayment, ther€by increasing the impact in the economy.

Out of 778 active facilities, 328 were categorized as impaired (Watch, Substandard, Doubtful or

Loss), compared to 469 out of I ,754 in FY 2023124. The total outstanding principat for impaired

facilities reduced to KSh.184,,148,475 million with a corresponding CGS liabiliry of

KSh.7 1,902,289 million.

At the end of the reporting period, seven credit guarantees had been liquidated under the CGS.

Further, appropriate provisioning had been made based on risk assessment of the portfolio for

facilities under "Watch." "Substandard" "Doubtful" and "Loss".

The National Treasury is closely monitoring the performance of the Scheme and is keen on

increasing the Guarantee utilization by onboarding additional participating financial institutions,

adding morc products; case in point R-CGS, improving the design of the product and

diversification. This will enable more MSMEs to benefit from this Government intervention.

141
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StrategicPillar Objective Key

Performence
Indicators

Pillar l:

Legel end

operrtionel

framework for

the Scheme

To ensure

compliance

with the PFM

Act
CAP412Aand

the CGS

Regulations;

and the Credit
Guarantee

Scheme

Agreemens

with PFIs

Report on

review of PFIs

retums and

letters to CBK

Activities

Review of PFIs retums
and raise concems to
PFIs;

Hold meetings with
PFIs on compliance
issues where
applicable

Developing of the
Cr€dit Guarantee
Policy and
amendments to the
Central Bank of
Kenya Act to
operationalize the
Kenya Credit
Guarantee Company

Achievements

Reviewed alt PFI
returns as at 3fth June,
2025 and
communicated
feedback to the Banks.

Developed the Rural
Credit Guarantee
Scheme (R-CGS)
Agreement with PFIs.

The Cabinet considered
and approved the Credit
Guarantee Policy on 2 I r
January, 2025.

The National Assembly
enacted the amendments
to the Central Bank of
Kenya Act which was
accented to by H.E The
President of the Republic

To design a

sustainable

model for
Credit

Guarantees

Develop a legal

framework for
operational izati

on of the Kenya

Crcdit

Guarantee

Company.

rc(i

7 STATEMENT OF PERFORTvIANCE AGAINST PREDETERMINED OBJECTIVES

FOR THE FNANC'IAI- YEAR 2024.2025

The Scheme concentrated on implementation of the Scheme activities in order to achieve its

intended objectives. Among the main activities were to monitor the reports from the

Participating Financial Institutions to check for compliance to the legal framework as they

allocate the guarantees to the MSMEs. Further, the Scheme continued to build capacity to the

PFIs staff in order to improve their efficiency. The Scheme has been reporting to the relevant

authorities in line with the legal framework. The pillars of the Scheme include:

R- CGS Opemlss
Manual

Desigr of the

Rural Credit

Guarantee

Scheme (R-

cGs).
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Improve eccess

to credit by

MSMEs

advanced to

the enterprises

No. of MSMEs

accessing CCS;

No of Counties
benefiting from
CGS.

Hold meetings with
Key stakeholders
to discuss possible
actions for
increase in
uptake;

About 680/o of the
MSMEs accessing credit
through the Scheme are

new borrowers, indicating
additionality by the
Scheme.

46 counties have benefited
from the guarantee out of
the 47 counties

A breakfast meeting was held
on I lth February, 2025 with
all the 7 PFIs and other 14

more Banks attended where
the R-CCS product was

presented.

'Ihe Steering Committee
had 4 quarterly and I special

meeting.
Monthly, Quarterly and

annual Performance rcports
prepared

To facilitate
the linancing
of MSMEs by
partially
guaranteeing
credit
advanced to
the
enterprises

Stakeholders
Engagement
and awareness

creation

To track the
performance
of the CGS on
a monthly and
quarterly basis

No. of Women,
Youth and
Persons With
Disabilities
accessing the
Guarantee

No. of
stakeholders'
engagemcnt
forums held;
Stakeholders
engsgement
rcports;

Number
Stcering
Committee
meetings

No. of reports
on the status and
performance of
CGS

Prepare monthly
reports to track the
performance of CGS
and implement
possible
recommendations

To engage the
stakeholders based

on their interests in
supporting the

Scheme

of To provide oversight
to the CGS activities

No. of PFIs staff
trained on CGS. Train PFI staffon CGS

product;

I]: ;'r T:t:l*s Di vers i B "nd 
i, pron. 

"ln.[:;?:" ;Ti"ffff :#:'
held 

- 
wrth KeY the aesicn of the

strkeholders. proouct.

Pillrr J

Reporting and

Monitoring of
tbe licheme

Analysing
monthly
from PFIs;

the
returns

Pillar 2:

Held training engagements
with the PFIs

Engaged the Govemment
and Private Sector on the

status of CGS;

The Scheme held meetings
with the 7 PFIs;

Held stakeholder meeting
with DPs, MSMEs and

banks.

xxii



CREDIT GUARANTEE SCHEME
Annual Report and Financial Statements for the year ended June 30, 2025

Pillar 4:

Stakeholder's

engrgement

Pillar 5: Risk

rsscsment of
the portfolio

To mobilize
resources to
fund the
Scheme

To aqsess risk
of the CCS
portfolio
periodically

Stakeholders
Matrix

Stakeholders'
engagement
reports

Number of risk
reports

Prepare the monthly

and quarterty CGS

performance reports

To engage the
stakeholders based

on their interests

To conduct a risk
assessment from the
monthly PFI rerums

To prepare

monthly/quarterly
risk assessment
reports

Engaged PFIs, SASRA,
AMFI and Development
Partrers such as World
bank, IFAD, KFW, FSD_K
among others on possible
sreas of support and
collaboration in designing
sector specific and targeted
credit guarantee products.

Month lylquarterly/arurual
risk assessment reports
prepared

xxiii
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.{. Steering (lommittee

The oversight of the Credit Guarantee Scheme is vested on the Steering Committee.

The Comminee consists oF

(a) The Principal Secretary in the Ministry responsible for matters relating to finance, who

shall be the chairperson, or the Principal Secretary's representative;

O) The Principal Secretary in the Ministry responsible for matters relating to micro. small

and medium enterprises or the Principal Secretary's representative;

(c) The Attorney-General or the Attomey-General's representative;

(d) The Governor of the Central Bank of Kenya or the Governor's representative;

(e) Three independent members, not being public ofiicers, appointed by the Cabinet

Secrctary for a period not exceeding three years, renewable once, who shall comprise

of-
(i) One person with experience in banking or finance;

(ii) One person with experience in insurance; and

(iii) One person with experience as an entrepreneur in a micro, small or medium

enterprise.

The Steering Committee was fully constituted in April, 2021 . The Committee meets quarterly

or as and when necessary. The Committee held four meetings and one Special meeting during

the financial year which were well attended. The attendance of meetings by the Steering

Committee members is as shown n appendix iv.

The succession plan for the independent Board members will be managed during their tenure.

The functions of the Steering Committee ae
(a) Oversee the administration of the Scheme;

(b) Advise the Cabinet Secrctary generally on the administration of the Scheme;

(c) Develop policy guidelines rclating to guarante€s by the Scheme;

(d) Monitor the uptake of guarantees for credit facilities extended to micro, small and

medium enterprises and make recommendations for improvement thercof;

(e) Review applications for participation in the Scheme from institutions and advise the

Cabinet Secretary on the suitability of the applicants to participate in the Scheme;

(0 Advise the Cabinet Secretary on the designation of other entities as participating

financial intermediaries;

(g) Receive reports on the performance of the Scheme;

xxiv



(h) Review the criteria for the issuance ofcredit guarantees under the Scheme including

guarantee fees, maximum loan sizes, guarantee coverage rates and credit standards

defining eligible borrowers to be included in the scheme;

(i) Monitor and evaluate the activities of the Scheme; and

0) Perform such other functions that, in the opinion of the Cabinet Secretary, shall promote

the objects of the Scheme

C. Other Governance Matters

Board charter

Since the Scheme is a Unit within the National Treasury, the charter for the National Treasury

applies for the Scheme. The Steering Committee is not a Board per se, however, good practice

regarding procedurc ofmeeting and oversight is adhered to.

Conflict of interest

A register of conflict of interest in placc

Committee remuneration

The Steering Committee remuneration is guided by the Salaries and Remuneration Commission

circulars.

Ethics and conduct

Scheme members are state oflicers for all intens and purposes and therefore required to adhere

to ethics and good conduct.

xxv
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B. Administrator of the Scheme

The control and supervision of the Scheme is vested in the Administrator of the Scheme who

is the Principal Secretary for the National Treasury. The Administrator is mandated, arflongst

others, to;

(i) Determine the maximum amounts of guarantees that the Scheme may extend to a

partic ipati ng financial intermediary;

(ii) Cause to be kept books of accounts and other books and records in relation to the

Scheme; and

(iii) Enter into and sign agreements with financial intermediaries to offer guarantees.
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Governance audit

Governance Audit is conducted by the internal audit department on the operations of the

Scheme from time to time.

)c{vt
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From inception to 30th June 2025, PFIs under CGS have disbursed a cumulative value of KSh.

6,595,341,284 to 4,3 l5 MSMEs across 46 Counties, and l2 sectors of the economy as reported

by the PFIs through the Central Bank ofKenya. As at 3fth June 2025, utilization ofguarantees

stood at KSh.1,647,047,821 representing a cumulative utilization rate of 60.8%. New

bonowers account for 2,912 of the beneficiaries representing 68% indicating that the CGS is

enabling access to crcdit to otherwise excluded goups. Further, a total of 3,537 facilities

amounting to KSh.5.3 billion have been fully repaid, releasing a guarantee value of KSh.l.3

billion. The outstanding credit guaftmtee is Ksh.332.7 million as at 30th June 2025.

Beneficiaries of CGS guarantee have so far supported a minimum of 27,,141 jobs.

a) Trend of number of guaranteed facilities

During the reporting period, KSh.308,239,994 was disbursed to 194 MSMEs under the CGS.

This disbursement nepresents credit guarantee value of KSh.77,059,998 compared to

KSh.133,952,920 utilizrd in the FY 2023124. This reduced performance may be due to the fact

that Scheme is expected to tansition to legal entity. The legal entity is expected to resolve the

stringent eligibility criteria of the current Scheme. The process of formation of this entity is at

an advanced stage. The trend of number and value of facilities by month is shown below in

Figure l.

Figure I : Trend ofnumber and value offacilities by month in the FY 2024/25
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b) Allocetion of credit guarantees bv economic sector

The total facilities placed under the Scheme have been distributed across twelve (12) sectors of

the economy. Trade Sector has a cumulative share of 73Yo of the facilities issued under CGS

since inception, followed by Building and Construction I l% and Agriculture 5%. The share of

credit guarantees by economy sector is illustrated in Figure 2.

Figure 2: Share ofcredit guarantees by economy sector in FY 2024/25
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c) Total value of credit gurnntees disaggregated by Counties

Since inception the Scheme has benefited MSMEs across 46 Counties. During the reporting

period, CGS recorded beneficiaries in 30 counties accounting for 640/o of the total 47 counties

in the country, with high concenration in Nairobi (83), Mombasa (18), and Kiambu (9).

Mandera County is yet to record beneficiaries under the Scheme. This may be attributed to the

fact that only one of the seven PFIs has presence in Mandera County. The National Treasury

continues to engage with PFIs that have presenoe in northern counties, including Mandera, in

order to increase uptake of facilities in those areas. The distribution of number and value of
guaranteed facilities by county is shown in Figures 3 & 4 respectively.

Figure 3: Distribution of number of guaranteedfacilities by countyfor FY 2023/24
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Figure 4. Distribution ofvalue ofguarantees by countyfor FY 2024/25
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d) GenderMainstreaming

As at June 30dt2025, enterprises owned by women, youth and persons with disabilities (PWDs)

had received 20.4o/o of the total number of guaranteed facilities that have been disbursed, with

women benef,rciaries receiving 13.7%, youth beneficiaries 6.40/o,and PwDs 0.3%' During the

reporting period, the enterprises owned by women, youth and PWDs received I1.5% of the

total number of guaranteed facilities disbursed, with women beneficiaries receiving I l% and

youth beneficiaries 0.5%. This may be attributed to informality of their businesses and the

smaller volumes of credit facilities that this category borrows on average'

The National Treasury will continue working with PFIs, relevant stakeholders and MSME

groups in order to increase the number of beneficiaries from this category to at least 307o.

Further the National Treasury will continue with its efforts in collaboration with relevant

Agencies to do capacity building with this category of beneficiaries-

e) Share of beneficiaries of credit guarentees by enterprise size in F\' 2021125

All the three sizes of enterprises (micro, small, and medium) have benefitted from CGS

facilities as reported by the banks through CBK. During the reporting period, Micro enterprises

rrceived 39%, Small enterprises 39% while Medium enterprises received 22%. The application

of the legal definition of micro, small and medium enterprises continue to be a challenge for

CGS. For instance, an enterprise can be micro by one criterion and small by another. If the

definition was administered in the strict sense, it would lock out many MSMEs' To cure this

challenge, there are proposed legal amendments to the definition of Micro, Small and Medium

Enterprises. The share of beneficiaries of credit guarantees by enterprise size is illustrated in

Figure 6.

Figure 6: Share ofbeneficiaries ofcredit guarantees by enlerprise size in FY 2024/25
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Micro Enterprise
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f) Risk assessment of the credit guarantees
The Scheme uses the Central Bank of Kenya (CBK) risk classification of assets and

provisioning outlined in the CBK Prudential Guidelines (CBK/PG/04). As at 30m June, 2025,

the Scheme had 778 active facilities with a total outstanding guarantee amount of Ksh. 332.7

million. A total of450 facilities were classified as "Normal" while 328 facilities were classified

as "Watch," or "Substandard", or "Doubtfi.rl" or "Loss". The 328 impaired facilities r,epresent

a total outstanding principal amount of KSh.184,448,475 and a potential liability of
KSh.71,902,289. The summary analysis of impaired facilities is tabulated below.

g) Summarl of Impaired facilities as at June 30, 2025

The Scheme maintains provision for expected credit loss on impaired facilities that may occasion

a potential claim(s). The analysis of the impaired facilities and the proportionate provision is as

tabulated below.

Table l: Summary of Impeired fecitities as at 30fr June 2025

Loan
Classificetion

Number
of

facilities
Outstanding Principrl Amount

(Kshs.)
Sum of CGS Liebility
(Kshs.)

30 t0,607,276 4,362,040
Substandard 145 58,539,633 23,55t,357

60 49,t08,769 18,944,126
Loss 93 66,192,797 25,M4,766
Total 184,448,475 71,902289

xxxi
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The expected credit loss provision has reduced to Ksh.71,902,289 from Ksh 109,464,292 reported

in the comparative period. This is attributed to repayment of some facilities that were previously

impaired. The credit loss provision of Ksh.71,902,289 has the potential to dilute the CGS capital

by Z.6o/o,an improvement from 3.5o2 recorded in the comparative period. However, this dilution

is offset by investment income realized from the Scheme's investment activities.

h) Investment of CGS Funds

Section 29 (5) of the PFM Act, 2012 provides that "the National Treasury may invest, subject to

any regulations that may be prescribed, any money kept in a bank account of the national

government". Further, Section 5 (c) of the PFM (CCS) Regulations provides that the funds of the

Scheme shall consist of among others, income from investnents made by the Adminisfator for the

purposes of the Scheme. During a special Steering Comminee meeting held on I lr'April, 2024the

Committee approved the CGS Investment Policy, and also directed for immediate investment of

KShs. 2.8 billion funds not for immediate use in 9l-day Treasury Bills. The National Treasury

invested the KShs. 2.8 billion on 27s May 2024 to create invesunent income for the Scheme.

Following maturity, the Scheme has been rolling over the investrnent for a 9l -day period as guided

by the Steering Committee from time to time, and the investment income as at 30!h June, 2025 was

Ksh.286,565,940. The income from investment offset the provision for expected credit loss expense

and reduce dilution of the capital. Further, it may be used to settle approved claims and hence

reduce pressure from the exchequer upon approval by the Scheme Administrator

i) \'alue of credit guarantees liquidated as at June 30' 2025

Since inception, the PFIs have submitted 105 requests for consideration by the National

Treasury in line with the legal framework. The requests were reviewed, and the National

Treasury made communication to the banks on the outcome of the review. A total of l4 claims

have been paid the first tranche. The Scheme Administrator approved the settlement of the first

tranche of 7 ctaims amounting to Ksh.1,322,005, which were paid during the reporting period.

The Scheme continues to maintain appropriate provisions based on risk assessment of the

portfolio for facilities under "Watch," "substandard", "Doubtful" and "Loss"'

SECTION B

Entity's complience with stetutory requirements

There were no major non compliances which may expos€ the Scheme to potential liabilities

xxxI



SECTION C

Ke1' projects and investment decisions the Scheme is planning/implementing
During the period, there were no other projects to be implemented by the Scheme apart from
providing guarantees to PFIs. However, National Treasury is planning to roll out the Rural

Credit Guarantee Scheme (R-CGS) under the current Scheme to support PFIs lending to the

Agric ultural Sector.

Once incorporated, the Kenya Credit Guarantee Company will administer any outstanding

portfolio of the current Credit Guarantee Scheme. This will be seamless and hence ensure there

is no gap in supporting MSMEs under CGS.

SECTION D

Major risks facing the entity

The Mrcroeconomic Shocks

Kenya continues to face economic pressure due to the Global supply chain disruptions,

especially the unrest in the Middle East which has led to surging energy costs and worsened

business outcomes.

The Parliamentary approved of a minimum core capital of Kshl0 billion for commercial banks.

The banks are supposed to meet this requirement progressively. Before the new requirement,

the minimum core capital for banks was Ksh.l billion. The banks are expected to have a

minimum core capital of Ksh.3 billion by 3l't December,2025. This new move may

occasion mergeni in the banking industry. The National Treasury will continue to monitor this

new development in the financial market.

xxx t
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In addition, to this end, the National Treasury prepared the constitutive documents for
conversion of the Credit Guarantee Scheme into a Company, including the Credit Guarantee

Policy and Amendments to the Central Bank of Kenya Act. The National Assembly passed the

Amendments to the Central Bank of Kenya Act, which were subsequently assented to by H.E.

The President ofthe Republic ofKenya. Further, on 2lst January, 2025, the Cabinet approved

the Credit Guarantee Policy and the establishment of the Kenya Credit Guarantee Company

The approval therefore, paves way for incorporation of the Kenya Credit Guarantee Company

(KCGC), while the CBK Amendment Act 2024 provides for oversight and supervision of the

Company by the Central Bank of Kenya.
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Increase in Impaired facilities under the Scheme

Most of the impaired facilities under CGS are classified as "Substandard", "Doubtfirl" and "Loss"

(298 out of 328 facilities). This implies that the MSMEs to whom those facilities were extended

might be unable to repay the facilities and may thus occasion a claim under the Scheme. However,

the Scheme maintains adequate provisions for the impaired facilities.

SECTION E

Material arretrs in starutor)'/Iinencial ohligrtions
The Scheme does not have material arrears in statutory of financial obligations

SECTION F

The entig''s linancial probiq- and serious governance issue

The Scheme does not have any financial improbity reported by the Steering Committee and or

extemal auditors.
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ENV lRONtvlENl'A L AN D SUSTAINABIL ITY REPORTN(

The Scheme was established to transform lives of Kenyans through provision of incentives for

financial institutions to extend quality and affordable credit to MSMEs for business growth and

operational needs. This is the purpose and the driving force for the Scheme. The following is

an outline of the Scheme policies and activities that promote sustainability.

i) Sustainability stratep' end prolile

The current structure of Credit Guarantee Scheme is an interim arrangement which was focused

mainly on supporting recovery of enterprises affected by the COVID-I9 Pandemic in the short

term. Initiatives are ongoing to transition the Scheme into a legal entity with both govemment

and private ownership. The prospected design will include charging a guarantee premium on

PFIs, managed investments including insurance options, term deposits and security investrnents

to support the growth and sustainability of the Scheme.

ii) Environmental performance

The Scheme is in the process of parhrering with government climate finance related initiatives

like onboarding of Rural Credit Guarantee Scheme (R-CGS). This and other identified

initiatives will be mainstreamed with the implementing partners and will see enhancement in

green products.

iii) Employee welfare

The Scheme being a 1007o government Scheme, is guided by the Human Resource Procedure

Manual 2016, and other guidelines issued from time to time in the administration of the

employee welfare. The NT ensures safety of staff and complies with Occupational Safety and

Health Act of 2007, (OSHA.)

iv) Market place practices-

The Scheme's role being a National Govemment initiative is to complement the financial

market as detailed below:

Responsible com petition prectice

The Scheme endeavors to collaborate with the other institutions on ensuring that

competition is not used in ways that are harmful to the economy.

a
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b. Responsible suppll'chain and supplier relations

The Scheme is aligned to the National Government efforts of ensuring sustainable

supply chain by implementing supply chain policies that protect the public interest.

Responsible marketing and advertisement

The Scheme aims at offering incentives through the credit guarantee and creating a

business-friendly environment to enable MSMEs to thrive in their businesses.

d. Product stewardship

The credit guiuantee is a product aimed at facilitating the financing of micro, small and

medium enterprises.

r') Corporate Social Responsibiliq

The Scheme's sole mandate as a govenrment frrnction is on social responsibility. The Scheme

exist to help govemment with financial outreach to otherwise market disadvantaged MSMEs.

c
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The Steering Committee Members submit their report together with the audited financial
statemenls for the year ended June 30,2025, which show the state of the Credit Guarantee
Scheme affairs.

Principal activities

The principal activities of the Scheme are

REPORT OF ]'HL SCHEIVIE S]'EERING Colvllvll-fTI

ll

ul

Improve and stimulate the national economy by encouraging additional lending to
micro, small and medium enterprises, increasing investment opportunities for micro,
small and medium enterprises and strengthening skills and capacities ofproprietors of
micro, small and medium enterprises;
Facilitate the financing of micro, small and medium enterprises by partially
guaranteeing credit advanced to the enterprises; and
Create a conducive business environment and promote partnerships between the
govemment and financial intermediaries with respect to credit guarantees for micro,
small and medium enterprises and other related activities

Results

The performance ofCGS for the year ended June 30,2025, are set out on page xx to xxxiv.

Steering Committee Members

The key Steering Committee Members who served during the ye are shown on pages vii to
xii.

Surplus remission

The Scheme as constituted is a market intervention by the government and therefore no surplus

to the Exchequer is envisaged in the foreseeable future. The Scheme is expected to contribute

to the Exchequer indirectly through broadening and the deepening of the financial outreach to

the formal MSMEs.

Auditors

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

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

By order of the Steering Committee

Winnie Molonko

Secretary to the Steering Committee
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S1.\TEMENI' OF CREDIT GUARANTEF sCHEtvlE MANAGEMENI

RESPONSIBILII'IES

Section 8l of the Public Finance Management Act, 2012 require the Accounting Officer to

prepare financial statements in respect of Credit Guarantee Scheme (CGS), which give a true

and fair view of the state of affairs of CGS at the end of the financial year and the operating

results of CGS for that year. The Accounting Offrcer is also required to ensure that the Scheme

keeps proper accounting records which disclose with reasonable accuracy the financial position

of CGS. The Accounting Officer is also responsible for safeguarding the assets of the Scheme.

The Accounting Offrcer and the Scheme Manager are responsible for the preparation and

presentation of CGS hnancial statements, which give a true and fair view of the state of affairs

ofCGS as at the end ofthe financial year ended June 30,2025. This responsibility includes:

(i)Maintaining adequate financial management arrangements and ensuring that this continue to

be effective throughout the reporting period; (ii) Maintaining proper accounting records, which

disclose with reasonable accuracy at any time the financial position of the Scheme;

(iii)Designing, implementing and maintaining internal controls relevant to the preparation and

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

misstatements, whether due to error or fraud; (iv)Safeguarding the assets of the entity;

(v)Selecting and applying appropriate accounting policies; and (vi)Making accounting

estimates that are reasonable in the circumstances.

The Accounting Offrcer and the Scheme Manager accept responsibility for CGS financial

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgments and estimates, in conformity with International Public Sector

Accounting Standards (IPSAS), and in the manner required by the PFM Acq 2012. The

Accounting Officer and the Scheme Manager are of the opinion that the Scheme's fmancial

statements give a true and fair view of the state of CGS transactions during the financial year

ended June 30,2025, and ofthe CGS's financial position as at that date.

The Accounting Officer and the Scheme Manager further confirm the completeness of the

accounting records maintained for the Scheme, which have been relied upon in the preparation

of the CGS's financial statements as well as the adequacy of the systems of intemal financial

contol. .. ;

Nothing has come to the attention of the Accounting Officer and the Scheme Manager to

indicate that the Scheme will not remain a going concem for at least the next twelve months
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from the date of this statement. However, the National rreasury is in the process oftransitioning
the scheme into a legal entity, which is proposed to be private sector led with a minority
shareholding for the Govemment. The legal entity will administer the Scheme once established.

.A,pproval of the financial statementr

The Scheme's financiar statements were approved by the Steering committee on August, l4th
2025 and, signed on its behalfby

ris Kiptoo, CBS

Principal Secretary / National Treasury

Scheme Administrator

Ro

Scheme Manager

,i1.,^ oGw
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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, efficient, 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 Unmodified 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 LaMulness 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 Act,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 Credit Guarantee Scheme
set out on pages 1 to 31 , which comprise of the statement of financial position as at
30 June, 2025 and the statement of financial performance, statement of changes in
net assets, statement of cash 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 ol lhe

Report of the Auditor-General on Credit Guarantee Scheme for the year ended 30 June, 2025 - The National
Treasury

REPORT OF THE AUDITOR-GENERAL ON CREDIT GUARANTEE SCHEME FOR
THE YEAR ENDED 30 JUNE, 2025 - THE NATIONAL TREASURY



Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the 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 Credit Guarantee 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 Managemenl Ac| 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the Credit Guarantee 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 financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my opinion.

Emphasis of Matter

Budget Control and Performance

The statement of comparison of budget and actual amount actual amounts reflects
final revenue budget and actual on a comparable basis of Kshs.5,500,000 and
Kshs.1,300,000 respectively resulting in an underfunding of Kshs.4,200,000 or 76%
of the budget. Similarly, the Scheme spent Kshs.1,300,000 against an approved
budget of Kshs.5,500,000 resulting to an under expenditure of Kshs.4,200,0OO or 760/o
of the budget.

The under-funding and under-expenditure affected the planned activities of the
Scheme and may have impacted negatively on service delivery to the Public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professionaljudgement, 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 page v to xxxix which
comprise of Key Entity lnformation and Management, The Scheme's Steering
Committee, lnterim Management Team, Scheme Administrator's Statement, Scheme
Manager's Statement, Statement of Performance Against Predetermined Objectives,
Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of the Scheme Steering
Committee and Statement of Credit Guarantee Scheme Management

Report of the Auditor-General on Credit Guarantee Scheme for the year ended 30 June, 2025 - The National
Treasury
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

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 ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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.

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.

Report of the Auditor-General on Credit Guarantee Scheme for the year ended 30 June, 2025 - The National
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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 inconsistent with the financial statements or my knowledge
obtained in the audit 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.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion



Responsibilities of the Management and the Steering Commiftee

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 oI the Public Audit
Act,2015.

ln 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.

The Steering Committee is 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.

Auditor-General's Responsibil ities 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 (lSSA|s). 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 Public Audit Act, 2015. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with lSSAls
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

Report of the Auditor-General on Credit Guarantee Scheme for the year ended 30 June, 2025 - The National
Treasury
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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.

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's website at https://www.oa qkenva o. ke/auditor-qenerals-

responsibilities-for-audiU. This descri ption forms part of my auditor's report

FCPA BS
AUDITOR-GENERAL

Nairobi

05 December,2025

Report of the Audiror-General on Credit Guarantee Scheme for the year ended 30 June, 2025 - The National

Treasury
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Notes 2024-2025
Ksh.

2023-2024
Ksh.

Revenue from non-Exchange transactions

Transfers from other government entities
6

Revenue from Exchange transections

Investment income 7
286,565,940 34,998,81 5

fusk Sharing Provision I I (iv) 37,562,003 17,232,359

Total revenue 324,,127,943 81,931,174

Expenses

Transfers to other govemment entities 14 (29,700,000)

Total Expenses (29,700,000)

Net Surplus (Deficit) for the year 324.,127,943
52,231,174

The notes set out on pages 6 to 30 form an integral part of these financial statements. The

Financial Statements set out on pages I to 5 were approved by the Steering Committee on l4th

August, 2025 and signed on its behalf by:

t

D ris Kiptoo, CBS

Principal Secretary

OGW CPA Esther Kitonyi

Head of Finance

I

1

National Treasury

Scheme ager

ICPAK MA{o:5133

14. STATEMENT OF FINANCIAL PER.FORMANCE FOR THE YEAR ENDED ]O

JLINE 2025

.V

29,700,000
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Notes
Period as st Jure 30

2025

Audited Prior

veer
Kshs Kshs

Assets

Cunent assets

Cash and cash equivalents 548,416,673 258,906,353

lnvestment in Financial Assets (Short

Term)
9

2,770,757,5t5
2,744,001,895

Receivables from Non-Exchange
Transactions

29,700,000

Total Assets 3,319,174,188

Liabilities
Cutent liabilities

Risk sharing provision - Short Term ll (i) 71,902,289 109,464,292

Totel Current Liabilities 71,902,289 109,464,292

Non-cutent liabilitie s

Total Non-Current Liabilities

Total Liabilities 71,902,2E9 109,464292

Net Assets 3247,271,900 2,,923,143,,956

Reserves

Capital tund 3,000,000,000 3,000,000,000

Accumulated Surplus (DeficiQ 247,27 t,900 (76,8s6,044)

Net Assets
2,923.'143,956

The Financial Statements set out on pages I to 5 were approved by the Steering Committee on

146 August, 2025 ail2Wed on its behalf by:

Kiptbo, CBS Ron I gale, OGW CPA Esther Kitonyi

Sche Head of FinancePrincipal Secretary

2

National Treasurl

me r

ICPAK M/No: 5133

I5. S TA1"!]MENT OF FINANCIAI.. POSITION AS .A'I. I{) JI.iNF, ](I]-i

l0

l5

3,032,608,248

3,247,271,900
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16. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED ]O

JLINE ?025

Note:
During the reporting period, the Scheme settled approved credit facilities amounting to Ksh.1,322,005 to the

participating banks, thereby reducing the risk sharing provision. The movement in the provision for expected

credit losses is explained in Note I I (ii).

As at July I 2023
3,000,000,000 (129,087,2 r 8) 2,870,912,782

SurpluV deficit for the Quarter
52,231,174 52,231,174

As at June 30,2024 3,000,000,000
(76,856,044) 2,923,,143,956

As at July I 2024 3,000,000,000 (76,856,044) 2,923,143,956

Surplus for the year 324,t27,943 324,127,943

As at June 30, 2025 3,000,000,000 247,27t,900 3,247,271,899

3

Description
Capital tund

Retained

eerning
Total

Kshs Kshs Kshs
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202+2025 2023-2024
Re-Ststed

Ksh.

udited prior

Cash flows from operating

ectivities

The comparative figures for the previous hnancial year have been reconfigured to conform to the required
changes in presentation from indirect to direct cash flow presentation.

Ksh.

4

Receipts
29,700,000Transfers from other governments

entities
6

29,700,000

29,700,000 29,700,000Total Receipts

Payments

(29,700,000) (29,700,000)Transfers to other govemment entities

l3
(2,390,s67)

(32,090,567)Total Payments

(29,700,000)

(32,090,567) (32.'090,567)Net Cash flows from operating
activities

Cash flows from Investing Activities

(2,709,003,080)
Purchase of T- bills I

(2,709,003,080)

7
259,810,320Interest income

(2,709,003,080) (2,709,003,080)Net cash flows from Investing activities
259,810,320

Cash flows from Financing Activities

Net Cash llow from Finencing
Activities

Net increase/(decrerse) in cash and
cash
Equivalents

289,510J20
(2,711,093,647) (2,741,093,647)

Cesh end cash equivalents as at I
July 2024

258,906,353
3,000,000,000 3,000,000,000

l0
548,416,673

258,906J53 258,906353Cash and cash equivalents as at 30
June 2025

I7. SI'ATEMENT OF CASH FLOWS FOR THE YEAR ENDED ]O J[INE 2(125

N

t4

(2,390,s67)Liquidated credit facilities

(32,090,567)

15Receivable from non-exchange
transactions
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8. STATEMENT OF COMPARISON OF BLTDGET AND.{C I u.*AL AMOLTNTS FOR

THE YE,dR ENDED -10 JLNE 202-i

Original
budget

AdJustment! Final
budget

Acturl otr

compareble

ba3is

Performance
difference

o/o of
utiliz
rtion

Kshs

million
Kshs

million
Kshs

mllllon
Kshs

million
Kshs

millioo

a It C{a+b) D e=(c_d)
F-d/c
r 100

Revenue

Transfers from Other

Governments entities

Accrued Inves8nent

Income

213 21.8
5.5 1.3

4.2 '16

Totrl Income 273 21.8 5.5 1.3 4.2 76

Erpenses 2l .E 5.5 I J 4.2 76

Total Expenditure 213 2 t.8 5.5 1.3 4.2 76

Accumulsted
Surplus for the
period

Notes
(i) Parliament appropriated KSh.3 billion in the FY 2020-2021. The funds are available for

settlement of approved facilities. The balance is rolled over to the subsequent years to meet the

Scheme's obligations as and when they may fall due. The Scheme was appropriated Ksh.27.3

million under the NT main recurrent budget for settlement of credit facilities that may crystalize

during the reporting period. This was revised to ksh.5.5 million during Supplementary 1l I

budget.

(ii) The Scheme paid the first tranche of 7 approved claims amounting to 1,322,005 to PFIs during the

reporting period;

(iii) The under absorption was occasioned by PFI requests totalling to Kshs.34.6 million that lacked the

requisite documentation for processing;

(iv) The Scheme is implemented by the Financial and Sectoral Affairs department of the National

Treasury

(v) The budget ofthe Scheme is appropriated, expended and reported under the National Treasury

main Vote.

5
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l. (-'cn(r':rI Ini rInr.rll ,rl

Credit Guarantee Scheme is established by Public Finance Management (Amendment) (No. 2) Act 2020, and

Public Finance Management (Crcdit Guarantee Scheme) Regulation, 2020 and derives its authority and

accountability from the Act and Regulations. The Scheme is wholly owned by the Govemment of Kenya and

is domiciled in Kenya.

:. \i.r(!ill (rt 'l ( ,,:nirll:rit.. .,,ti li,r.r.,:l i'1(i'.lr rtloir
The financial statements have been prepared on a historical cost basis except for the measurement at re-valued

amounts of certain items of property, plant and equipment, marketable securities and financial instruments at

fair value, impaired assets at their estimated recoverable amounts and actuarially determined liabilities at

their present value. The preparation of financial stratements in conformity with Intemational Public Sector

Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also requires management to

exercise judgement in the process of applying the Credit Guarantee Scheme accounting policies. The areas

involving a higher degree ofjudgement or complexity, or where assumptions and estimates are significant to

the financial statements, are disclosed as a separate note to these financial statements.

The financial statements have been prepared and presented in Kenya Shillings (Ksh), which is the functional

and reporting currency of the Credit Guarantee Scheme.

The financial statements have been prepared in accordance with the PFM Act, and Intemational Public Sector

Accounting Standards (IPSAS). The accounting policies adopted have been consistently applied to all the

years presented.

6

The entity's principal activities are:

i. improve and stimulate the national economy by encouraging additional lending to micro,

small and medium enterprises, increasing investment opportunities for micro, small and

medium enterprises and strengthening skills and capacities of proprietors of micro, small

and medium enterprises;

ii. facilitate the financing of micro, small and medium enterprises by partially guaranteeing credit

advanced to the enterprises; and

iii. create a conducive business environment and promote partnerships between the govemment and

financial intermediaries with respect to credit guarantees for micro, small and medium enterprises and

other related activities



\doption of \err antl Revisetl Standartls

i New and amended strnd.rds and interpretations in issue efrective in the year ended 30 June

2025.

There were no new and amended standards issued in the financial year.

ii New and emended standards and interpretetions in issue but not yet effective in the year ended

30 June 2025

date and impact:

Itt January 2025

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

sclosure of leases. The objective is to ensure that lessees and lessors provide relevant

ormation in a manner that faithfully represents those transactions. This information
ives a basis for users of financial statements to assess the effect that leases have on the

nancial position, hnancial performance and cashflows ofan Entity
e new standard requires entities to recognise, measure and present information on

ght of use assets and lease liabilities
Scheme is housed at the National Treasury; therefore, this standard is cunently not

licable

e Iil January 2025

e Standard requires,

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

f carrying amount and fair value less costs to sell and the depreciation of such assets t(

e and

sets that meet the criteria to be classified as held for sale to be presented separately ir

statement of financial position and the results of discontinued operations to be

sented separately in the statement of financial performance.

standard is not relevant currently. The position might change in the future, and the

heme will report appropriately

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

itional guidance/ new guidance for heritage assets, infrastructure assets and

easurement. Heritage assets were previously excluded from the scope of IPSAS l7 in
PSAS 45, heritage assets that satisft the definition of PPE shall be recognised as assets

they meet the criteria in the standard. IPSAS 45 has an additional application guidanc

orlnfrastructure assets, implementation guidance and illustrative examples. The

has clarified existing principles e.g. valuation of land over or under the

ture assets, under- maintenance of assets and distinguishing significant parts o

ture assets.

standard does not apply to the Scheme currently

able ld Januory 2025

objective of this standard was to improve measurement guidance across IPSAS by

Providing further detailed guidance on the implementation of commonly used

measurement bases and the circumstances under which they should be used.

Standard

IPSAS 43

Leases

IPSAS 44:

Non- Current Assets

Held for Sale and

Discontinued
Operations

IPSAS 45: Property

Plant and

Equipment

IPSAS 46:

Measurement

7
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ll

ii. Clarifuing kansaction costs guidance to enhance consistency across IPSAS.

iii. Amending where appropriate guidance across IPSAS related to measuremer

recognition, subsequent measurement and measurement related disclosures.

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

urrent operational value

Scheme measures its financial assets and expected credit loss using IPSAS 4l
licable I't January 2026

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

onstruction contracts and IPSAS 23 Revenue from non- exchange transactions. This

bjective ofthe standard is to establish the principles that an entity shall apply to report

ful information to users of financial statements about the nature, amount, timing and

certainty of revenue and cash flow arising from revenue transactions

Scheme curently uses IPSAS 9 and 23 in accounting for revenue, and will adopt

s standard when it becomes effective

ble I't January 2026

e objective of the standard is to establish the principles that a transfer provider shall

ly to report useful information to users of financial statements about the nature,

unt, timing and uncertainty ofexpenses and cash flow arising from transfer expens(

ansactions. This is a new standard for public sector entities geared to provide guidanc(

o entities that provide transfers on accounting for such transfers

Scheme will adopt the standard when it becomes applicable

licable I" January 2026

e objective is to prescribe the accounting and reporting requirements for the public

r retirement benefit plans which provide retirement to public sector employees and

ther eligible participants. The standard sets the financial statements that should be

ented by a retirement benefit plan

e Scheme is currently under the National Treasury and the staff are remunerated by

NT. Once it transitions to a legal entity, it may then adopt the standard

,coble l" January 2027

objective ofthis Standard is to specifu the financial reporting for the exploration fo

evaluation of mineral resources. The Standard requires:

Limited improvemenB to existing accounting practices for exploration and

evaluation expenditures.

Entities that recognize exploration and evaluation assets to assess such assets for

impairment in accordance with this Standard and measure any impairment in
accordance with IPSAS 26.

iii. Disclosures that identifi and explain the amounts in the entity's financial

statements arising from the exploration for and evaluation of mineral resources

and help users of those financial statements understand the amount, timing and

certainty of future cash flows from any exploration and evaluation assets

recognized.

standard is currently not relevant to the Scheme

8

IPSAS 47

Revenue

IPSAS 48: Transfer

Expenses

IPSAS 49:

Retirement Benefit

Flans

IPSAS 50:

Exploration For &
Evaluation of
Mineral Resources

brings all the guidance of accounting for revenue under one standard.'I'he
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iil Eerly adoption of standerds

The Credit Guarantee Scheme early adopted the following standards in the financial statements:

IPSAS 9, IPSAS,23 IPSAS 4l; IPSAS 30 and IPSAS 33 which are relevant to the Scheme in terms

revenue measurement and expected credit loss provisions and contract guarantees.

9
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The Scheme recognizes revenues from taxes, levies, and fines when the event occurs and the asset recognition

criteria are met. To the extent that there is a related condition attached that would give rise to a liability to

repay the amount, deferred income is recognized instead of revenue. Other non-exchange revenues are

recognized when it is probable that the future economic benefits or service potential associated with the asset

will flow to the Entity and the fair value of the asset can be measured reliabty. Revenue from non-exchange

transactions is accounted for in line with IPSAS 23.

I t .t tt.l. t . lt',tlt 111!i o,r', il!]lll'-ll{ ',rlllfli:

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

recognized on obtaining control ofthe asset (cash, goods, services and property) ifthe nansfer is free from

conditions and it is probable that the economic beneltts or service potential related to the asset will flow to

the Entity and can be measured reliably. To the extent that there is a related condition attached that would

give rise to a liability to repay the amount, the amount is recorded in the statement of financial position and

realised in the statement of financial performance over the useful life of the assets that has been acquired

using such frrnds. Credit Guarantee Scheme recognizes grants when received or when the government has

given a binding arrangement to transfer the funds. A schedule ofthe inter-entity transfer is given as appendix

III.

ii. l{t'r.tttrt Il olll f\\ lt.tllgt lt':ttttJe tlon.

[{entltr.i rr g o[ -\t l \ l(r.\

The Entity recognizes revenue from rendering ofservices by reference to the stage ofcompletion when the

outcome of the transaction can be estimated reliably. The stage of completion is measured by reference to

labour hours incurred to date as a percentage of total estimated labour hours. Where the contract outcome

cannot be measured reliably, revenue is recognized only to the extent that the expenses incuted are

recoverable.

\rt Ic rll g,r,irl''

Revenue from the sale ofgoods is recognized when the significant risks and rewards ofownership have been

tansferred to the buyer, usually on delivery of the goods and when the amount of revenue can be measued

rcliably, and it is probable that the economic benefits or service potential associated with the transaction will

flow to the Scheme.

10
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.1. Summrrl of Significrnt .{ccounting Policies

a t Revenue Recognition

i, Revenue from non-cxchange trunsactions

Tares. Levies and fines



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

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

applies this yield to the principal outstanding to determine interest income each period. The Scheme has

invested Ksh.2.8 billion being funds not for immediate use in short term government securities. This

investment generated an income of Ksh.286,565,940 during the year as reported in the statement of
performance.

Dir idends

Rcntal inconr r

(i uarir n tee fer

( )ther inconrc

Rental income arising from operating leases on investrnent properties is accounted for on a straighrline basis

over the lease terms and included in revenue. The Scheme does not have any operating lease.

The Scheme recognizes guarantee fees as revenue upon receipt of funds

The Scheme recognizes other income when the significant risks and rewards of ownership have

been hansfened to the buyer, usually on delivery ofthe goods and when the amount ofrevenue

can be measured reliably, and it is probable that the economic benefits or service potential

associated with the transaction will flow to the scheme.

ht IJrrrlget ln lornrrtiorr

The original budget for the Current FY was approved by the National Assembly on June 2024 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 Entity upon receiving the respective approvals in order to conclude the hnal budget. The Scheme recorded

additional appropriations ofnil on the 2025 budget following the governing body's approval.

The Scheme's budget is prepared on a different basis to the actual income and expenditure disclosed in the

financial statements. The financial statements are prepared on accrual basis using a classification based on

the nature ofexpenses in the statement offinancial performance, whereas the budget is prepared on a cash

basis. The amounts in the financial statements are 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

11
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I nterest income

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



CREDIT GUARANTEE SCHEME
Annual Report and Financial Statements for the year ended June 30, 2025

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

financial statements are also made for difference in the formats and classification adopted for the presentation

of the financial statements and the approved budget. The Scheme was appropriated a recurrent budget of

Ksh.27.3 million under the National Treasury main vote, which was revised to Ksh.5.5 million during the

Supplementary III budget. This budget is expended and reported under the same vote.

(ioods in kintl

The Scheme recognizes goods in kind as assets when goods are receivd or there is a binding arangement to

receive the goods. If goods in kind are received without conditions attached, revenue is recognized

immediately. Ifconditions are attached, a liability is recognized, which is reduced, and revenue recognized

as conditions are satisfied. Goods in kind are measured at fair value at the date of acquisition. Where the

donations are capital in naturc, revenue shall be recognized over the useful life of the asset.

cI Ilt\ c\tnlrnt l)r',)p(-t (\

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+oday maintenance of an investnent property.

Investment property acquired through a non-exchange transaction is measured at its fair value at the date of

acquisition. Investrnent properties are derecognized either when they have been disposed of or when the

investment property is perrranently 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 ofde-recognition. Transfers are made to or from

investment property only when there is a change in use. The Scheme does not hotd any invesEnent prop€rty.

t2

\rl'\ r'. - \ ill I'irr.l

The Scheme recognizes services in kind as revenue once consumed and a transaction ofequal value

is also recognized to reflect the consumption of these services in kind as an expense.in the event

that the services in kind cannot be reliably measured they shall not be recognized as revenue but

shall be disclosed by way ofnotes in the financial statements. Revenue from other fees and charges

are measured at fair value and recognized on obtaining control of the asset 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 Scheme and can be measured reliably.
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rl l'rrrilt.l tr ['l.rrrr ruii I ,-1rrr I rrr , r; r

All the property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the

items. When significant parts of property, plant and equipment are required to be replaced at

intervals, Credit Guarantee Scheme recognizes such parts as individual assets with specific useful

lives and depreciates them accordingly. Likewise, when 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 initidly measured at its fair value.

tl L!.t\r:

Finance leases are leases that transfer substantially all of the risks and benefits incidental to

ownership of the leased item to the entity. Assets held under a finance lease are capitalized at the

commencement of the lease at the fair value of the leased property or, if lower, at the present value

of the future minimum lease payments. The entity also recognizes the associated lease liability at

the inception of the lease. The liability recognized is measured as the present value of the future

minimum lease payments at initial recognition. Subsequent to initial recognition, lease payments

are apportioned between finance charges and reduction of the lease liability so as to achieve a

constant rate of interest on the rcmaining balance of the liability. Finance charges are recognized

as finance costs in surplus or deficit. An asset held under a finance lease is depreciated over the

useful life of the asset. However, if there is no reasonable certainty that the entity will obtain

ownership of the asset by the end of the lease term, the asset is depreciated over the shorter of the

estimated useful life of the asset and the lease term. Operating lease are leases that do not transfer

zubstantially all the risks and benefits incidental to ownership of the leased item to the entity.

Operating lease payments are recognized as an operating expense in surplus or deficit on a

straight-line basis over the lease term.

t') ln tangib lc arrctr

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired in

a non-exchange transaction shall be at their fair value at the date of the exchange. Following initial

recognition, intangible assets shall be carried at cost less any accumulated amortization and accumulated

impairment losses. internally generated intangible assets, excluding capitalized development costs, shall not

be capitalized but expensed in the statement of financial performance. The usefirl life of the intangible assets

shall be assessed as either finite or indefinite. Intangible assets with an indefinite usefirl life are assessed for

impairment at each reporting date.

13
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A nrr-rrt izctl cost

Financial assets that are held for collection of contractual cash flows where those cash flows r€present 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 instument that is subsequently measured at amortized cost

t4

: ]r, r,,,1l irt.t srrr rt,-

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets and financ

liabilities, introduces new rules for hedge a@ounting 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 hnancial statements. A financial instrument is any contract that gives rise to a financial

asset of one entity and a financial liability or equity instrument of another entity. At initial recognition, the

entity measures a financial asset or financial liability at its fair value plus or minus, in the case of a financial

asset or financial liability not at fair value through surplus or deficit, transaction costs that are directly

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

i; I'irr:rrr. i.rI .r..,,!.

( i :r . . i I i t : r t r , r r I ,,1 lltt.ttt, i:ri .r..,- t.

The Scheme classifies its financial assets as subsequently measured at amortised cost, fair value ttrough net

assetV equity or fair value through surplus and deficit on the basis of both the entity's management model

for hnancial assets and the contractual cash flow characteristics of the f,rnancial asset. A financial asset is

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

to hold financial assets in order to collect contractual cash flows and the contractual terms of the financial

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

principal outstanding. A financial asset is measured at fair value through net assets/ equity ifit is held within

the management model whose objective is achieved by both collecting contractual cashflows and selling

financial assets and the contractual terms of the hnancial asset give rise on specified dates to cash flows that

are solely payments of principal and intercst on the principal amount outstanding. A financial asset shall be

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

net assety equity unless an entity has made irrevocable election at initial recognition for particular

investments in equity instruments.

\u hicrlu Itl r I)Ie:r\ul ttll t'tl t

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 assety equity subject to certain criteria being met.



CREDIT GUARANTEE SCHEME
Annual Report and Financial Statemenls for the year ended June 30, 2025

and is not part ofa 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.

[' rn r riLr tltt,rttgit nrr.r..(r. r.,l!ltr\

Financial assets that iue held for collection of contractual cash flows and for selling the financial assets, where

the assets' cash flows rePresent solely payments of principal and interest, are measured at fair value through

net assetV 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.

llrltl-t,,-rrr.ilrttit\ II] \ (\ tlll ult rf

Held to maturity investrnents of the Scheme include government securities and fixed deposits. Non-derivative

financial assets with fixed or determinable payments and fixed maturities are classif,red as held to maturity

when the Scheme has the positive intention and ability to hold it to maturity. After initial measurement, held-

to-maturity investments are measured at amortized cost using the effective interest method, less impairment.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs

that are an integral part of the effective interest rate. The losses arising from impairment are recognized in

surplus or deficit.

T rlttle ;t n,l other rcccrr.rhlr,.

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 doubtful

receivables based on a review of all outstanding amounts at the year end.

Firir r alue rhlough :urplus or tlelicir

Financial assets that do not meet the criteria for amortized cost or fair value through net assetv equity arc

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

with the objective of realizing cash flows through solely the sale of the assets would result in a fair value

through surplus or deficit model.

lnt prti rnr en t

The Scheme assesses, on a forward-looking basis, the expected credit loss ('ECL') associated with its
financial assets carried at fair value through net assets. The Scheme recognizes a loss allowance for such

15
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( lar.itlcatr,,n

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

liabilities measured through profit or loss.

l) lnrcntr)rae\

b) Provi.sions

Inventory is measured at cost upon initial recognition. To the extent that inventory was received through non-

exchange transactions the cost of the inventory is its fair value at the date of acquisition. Costs incurred in

bringing each product to its present location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

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

After initial recognition, inventory is measured at the lower of cost and replacement cost. However, to the

extent that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of

inventory is measured at the lower of cost and crurent replacement cost. Net realizable value is the estimated

selling price in the ordinary course of operations, less the estimated costs of completion and the estimated

costs necessary to make the sale, exchange, or distribution. Inventories shall be recognized as an expense

when deployed for utilization or consumption in the ordinary course of operations of the scheme.

Provisions shall be recognized when the Scheme has a present obligation (legal or constructive) as a result of
a past event, and it is probable that an outflow of resources embodying economic benefits or service potential

that require to be settled and a reliable estimate can be made of the amount of the obligation. Where the Entity

expects some or all of a provision to be reimbursed, for example, under an insurance contract, the

reimbursement is recognized as a separate asset only when the reimbursement is virtually certain. The

expense relating to any provision is presented in the statement of financial performance net of any

reimbursement. The Scheme's obligation is short term in nature, since the obligation may fall due at any time

for settlement.

losses at each reporting date. Critical estimates and significant judgments made by management in

determining the expected credit loss (ECL) are set out in Note 5 (Impairment of financial assets and finan

guarantee contracts).

b) Finuncial linhilities

15
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, :,rci.rl litrr.,lii.

Social benefits are cash transfers provided to i) specific individuals and / or households that meet the

eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society as a whole. The

entity recognises a social benefit as an expense for the social benefit scheme at the same time that it recognises

a liability. The liability for the social benefit scheme is measured at the best estimate of the cost (the social

benefit payments) that the entity will incur in fulfilling the present obligations represented by the liability.

::) ( untirrgcnt li,rlrilrtrr:

The Entity does not recognize a contingent liability but discloses details of any contingencies in the notes to

the financial statements, unless the possibility of an outflow of resources embodying economic benefits or

service potential is remote.

l') \ilru!'( Jl)(l IruIJ)o\c (,f Ir\er'\ c\

Reserves are created and maintained in terms of specific requirements. The Scheme may from time to time

establish a specific or general reserve fi,rnd to cater for current and future needs of the Scheme. The Credit

Guarantee Scheme fund shall be managed as a separate rcserve from other reseryes.

g) Chnnges in eccorrnting policies illl(l tstintate\

The Scheme recognizes the effects ofchanges in accounting policies retrospectively. The effects ofchanges

in accounting policy are applied prospectively if the rerospective application is impractical.

h) Ernplot ee benelits

Retircment benefit plans

The Scheme does not ptovide retirement benefits for its employees and directors since it is operating as a

Unit undsr the National Treasury.

L7

,:r (,,ttfittgr:rrr :t\\(1,

The Scheme does not recognize a contingent asset but discloses details ofa possible asset whose existence is

contingent on the occurrence or non-occurence of one or more uncertain future events not wholly within the

control of the Scheme in the notes to the financial statements. Contingent assets are assessed continually to

ensure that developments are appropriately reflected in the hnancial statements. tf it has become virtually

certain that an outflow of economic benefits or service potential will arise and the asset's value can be

measured reliably, the asset and the related revenue are recognized in the financial statements of the period

in which the change occurs.
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Transactions in foreign crurencies are initially accounted for at the ruling rate ofexchange on the date of

transaction. At each rcporting date, foreign crurency monetary items are translated using the closing rate.

Non-monetary items measured in historical cost are translated using the exchange rate at the date of the

transaction, and those measurd at fair value are translated using the exchange rates at the date when the fair

value was determined. Exchange differences arising from the seftlement of monetary items or translation of

monetary/non-monetary items at rates different from those at which they were initidly reported are

recognized in surplus or deficit in the period. The Scheme's operations are in Kshs. Only.

ir I](!l l',)1\ lll{ r"r'rtr

Borrowing costs are capiUlized against quali$ing assets as part of property, plant and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or constructed

and borrowings have been incurred. Capitalization ceases when construction of the asset is complete. Further

borrowing costs are charged to the statement of financial performance.

l.r fir l:r t,j,l n:rrlir.

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

jointly or to exercise significant influence over the Scheme or vice versa. Members of key management are

regarded as related parties and comprise the Steering Committee, the Scheme Manager and senior managers.

torelgn (ul f ra n sacti,rn

l) Serr icc conccssion arraugemcnts

The Entity analyses all aspects of service concession arrangements that it enters in determining the

appropriate accounting treatment and disclosure requirements. In particular, where a private party contributes

an asset to the arrangement, the Entity recognizes that asset when, and only when, it controls or r€gulates the

services the operator must provide together with the asset, to whom it must provide them, and at what price.

In the case of assets other than 'whole-of-life' assets, it controls, through ownership, benehcial entitlement

or otherwise any significant residual interest in the asset at the end of the anangement. Any .tssets so

recognized are measured at their fair value. To the extent that an asset has been recognized, the Entity also

recognizes a corresponding liability, adjusted by a cash consideration paid or received. Currently, the Scheme

does not have concessional arrangements.

nr ) ('ir.h iuttl ca.'lt equr\;tl(ltt.

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 three months or less, which are readily convertible to known

amounts of cash and are subject to insignificant risk of changes in value. Bank account balances include

amounts held at the Central Bank of Kenya and at various commercial banks at the end of the financial year.

18
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nr ( , ) I I I I 
) ir t : I t i r r li!rrr.t.

Where necessary, comparative figures for the previous financial year have been amended or reconfigured to

conform to the requircd presentation changes in.

:r Stt l)\cq uttl I r.\ tltt.

There have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30,2025.

5 riglttlic:ttrt ju,lgtrrrttt.' .tn(l \dut er\ rrf 1slj1;1.1111y11 ultcr lt:llrlf\

The preparation of the Scheme's financial statements in conformity with IPSAS requires management to make

judgmens affected in future periods., estimates and assumptions that affect the reported amounts of revenues,

exp€nses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end ofthe 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.

L relirl lir es lntl resitluirl r alue
The usefrrl lives and residual values of assets are assessed using the following indicaton to inform potential

future use and value from disposal:

a) The condition ofthe asset based on the assessment of experts employed by the Entity.

b) The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes.

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

d) Availability of funding to rcplace the asset.

e) Changes in the market in relation to the asset

19

l'..i |littC.:ln(l ,r i. u lll [) t tr) n.
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. The Entity based its assumptions and estimates

on parameters available when the consolidated financial statements were prepared. However, existing

circumstances and assumptions about future developmenB may change due to market changes or

circumstances arising beyond the control of the Entity. Such changes are reflected in the assumptions when

they occur. IPSAS 1.140
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Provisions were raised and management determined an estimate based on the information availab--.

Additional disclosure of these estimates of provisions is included in Note I L Provisions are measured at the

managementrs best estimate of the expenditure required to settle the obligation at the reporting date and are

discounted to present value where material. The Scheme maintains provision for expected credit loss in line

with CBK Prudential guidelines and IPSAS 41.

\nl,)t'lililti,,ll r,i illt.rttlilll :r."tt.
Amortization is the systematic write-off of initial cost of an intangible asset. The following rates are applied

for the purposes of amortization of intangible assets: Computer software 20%

Itrrl,:ru trr.nl ,,1 lrrr.rrrrtlrl itrrct. .rrltl litt.|tct;tl gtl.ll.illll!'( collf l':lt f\
The Scheme shall recognize a loss allowance on expected credit losses ofthe financial guarantee contracts in

line with provisions of IPSAS 4l and the Prudential Cuidelines from the Central Bank of Kenya. Information

obtained from the PFIs on a regular basis will be reviewed and impairment losses assessed for each financial

guarantee contract entered into by the Scheme. The Scheme assesses at each reporting date whether there is

objective evidence that a financial asset or a gloup of financial assets impaired. A financial asset or a grouP

of financial assets is deemed to be impaired il and only if, there is objective evidence of impairment as a

result ofone or more events that has occured after initial recognition of the asset and that loss event has an

impact on the estimated future cash flows of the financial asset or group of financial asscts that can be reliably

estimated.

(r. Tt';rnsft't. lj'rlrn ()tlter (,(r\rr'nllre nI cttriri.'.

. Trer_rql.qtT-ff9Fr- Mi"niltti$-, D?plrq$enF- llC Ageqei-el (MDAs)- -

Amount
recogn ized in
Statement of
Financial
Performancc

Amount
deferred
under
deferrcd
lncome

Amount Total
recognized Transfers Prior Year

2023-2024Name of the Entity in Capital 2024-25
Fund

Ksh Ksh Ksh Ksh

National 'l'rcasury 29.700.00O 29,700,000

29,700,ofi) 29.700.fiX)

The Scheme received Ksh 3 billion in the FY 2020-2021 being Scheme Capitation and business start-up.

During FY 2024125, the Scheme received Ksh.29.7m from the National Treasury which accrued from the

previous year. These funds had been paid to the Exchequer during FY 2023-24 to fund provision ofa self-

financing budget for the Scheme.

20

Ksh

Total
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lnterest lncome receir erl during the F\ ll)2{-25

Description
June 30, 2025 June 30, 2024

Kshs Kshs

Expected income from Treasury Bills 3 r 5,808,425 90,996,920
lnterest from outstanding debtors
Total finance income
Interest Income eamed as at 306 June, 2025 286,565,940 34,998,81 5

The Scheme invested Ksh.2.8 billion in 9 I days feasury bills from 276 May , 2024 as tabulated in note I 2

below, which realized investment income of Ksh.259,810,320 during the period ended 30th June, 2025.

INVESTMENT PERIOI) INTEREST
KSH

l - July 2024 - Aug 26th 2024 55,998,105

Aug 26th, 2024 - November 25th2024 90,166,300

69,327,020

Feb 25th, 2025 - May 26rh2025 5 1,933,980

May 26th 2025 -June 30th 2025 19,140,53 5

30 June 2025 286,565,940

During the reporting period, the Scheme's Invested Ksh.2.8 billion in 9l days Govemment

securities which was rolled oved over upon maturity. The investrnent income generated from this

investment amounted to Ksh.286,565,940 as tabulated above.

9. Inr estments in financial assets

\

Description
June 30,2025 June 30,2024

Kshs Kshs
a) Investment in Treasury bills
Financial institution

CBK - Fair Value 2,770,757,5t5 2,744,001,895

Total 2,744,001,895

Investment Face Value

T-BiI 2,800,000,000 2,800,000,000

Total 2,800,000,000 2,800,000,000

2l

Cash investments and fixed deposits

Nov 25th, 2Q24 -Feb24th2025

2,770,757,515
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The Scheme's investment is in short term (91 days) govemment securities. The asset is measured

at Fair Value atKsh.2,770,7 57,5 15, with a face value of Ksh.2,800,000,000. The fair value is the

discounted securities price of Ksh.2,751,616,980 plus the realized investrnent income of

Ksh.19,140,535 as at 306 June, 2024. The Investment was rolled over throughout the year upon

maturity. The initial discounted price was Ksh.2,709,003,080.

Analysis of the Cash and Cash Equivalents
Financiallnstitution Accountnumber 2024-2025 2023-2024

Ksh Ksh

Current Account
Central Bank of Kenya 1000476858 548,4t6,673 2s8,906,3s3

Total 548,416,673
258,906,353

The Scheme received Ksh 3bn from the National Treasury on 06 July 2021, funded under the

2020/21 National budget appropriation. Part of this has been invested in short term Government

securities. The cash and cash equivalents at the end of the year is as above.

I l. Risk sharing pror ision

The Scheme recognizes and maintains a provision on expected credit losses for the financial guarantee

contracts in line with provisions of TPSAS 41 and the Central Bank of Kenya Prudential Guidelines. The

Scheme's liability on each credit facility is 50:50 pari-passu on the outstanding principal amount, subject to

a maximum of 25Yo of the initial principal amount of the credit facility. The provision is guided by the

Steering Committee, to hold provisions for facilities categorized as "Watch", "Substandard", "Doubtful" and

"Loss." CGS has recognized provision for expected credit loss of KSh. 71,902,289 as short term in the

statement of financial position, since the obligation may fall due at any time for settlement. The additional

provision during the reporting period was Ksh.25,026,372 as presented in the movement in provision for

Expected Credit Loss in note I I (ii) b,:low.

22
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Descri A bsa Brnk
Coop.rrtivc
Brnk

Crcdit
Brnk
PLC

Dirmond
Trust
Benk
Kcnyr
Limitcd

KCB Brlk
Kcnyr
Limited

KCB
Brnk
Kcnye
Limitcd

NCBA Benk
Kcn

Stenbic
Brnk
KenPLC r Ltd Totrl

Dcscription Coopcrrtivc
Brnk

Absr
Benk

Crcdll
Ernk
PLC

Diemond
Trust
Brnk
Kcnyr
Llnitcd

Sten bic
Brnk
Kenye Ltd

TotrlNCBA Bmk
Kcnye PLC

Description June 30,2025 June 30, 2024

KShs KShs

Absa Bank 4t,825,t22
The Cooperative Bank of Kenya 20,,650,271 19,01 1,789

Credit Bank PLC 203,1l3 759,641
Diamond Trust Bank Kenya
I.imited

5,878,201 6,2 I 8,591

KCB Bank Kenya Limited 10,975,400

NCBA Bank Kenya PLC I 7,053,810 21,657,841

Stanbic Bank Kenya Ltd I r,r78,082

Total 71,902,289

Opcning
provisions
(A)

41.825.t22 t9,0t 1,789 759.64 t 6,218,591 10,975,400 21,657,841 9,01 5,908

Released
provisions

-34,705,437 .6,804,E46 -7 59,641 9El.6l5 - 14.885.698 6E6.409

Provisions
utilizcd

-1,322,005

Additional
provisions

2,750,296 E,M3,327 203,It3 1,872,2U 10.281,667 t ,47 5,7 65 25.026,372

Closing
provision (B)

9,869,9E1 20,650,27r 203.1 l3 5,878r0r 7,06E,E31 t 7.053.810 1 I,l7E,0E2

Opcning
Provisions
S-tcrm

KShs
4t.875.122 t9.01r.789 759,9t 6,2t E,59 t t 0,975,,to0 21.657,841 9,015,90r

Total
Prov ision at
thc
bcginning

KShs
4t,E25,t22 t9,0t t,7E9 139,91 6,2 tE,59 r 21,657.E4r t09,464,2929,0rs,90E

23

9,869,981

7,068,831

9,01 5,908

t09,461292

lt Risk sharing provisroni Erpectetl credit loss- Short Term

ii) \lor ement in the Risk sharing provi.sioo/f CL t.{mounts in Kshs.)

iii) Summa4 of opening Risk Shlring Provisions allocation

109.464,292

-5,718,77) -6t,266J7t

- l,322.005

7t.902.2E9

109,464,292

r0,97s,400
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l\ I \ummrn -.\llocation of Risk Shnring Pror isions

n Kshs.

Opening Provisions
109,464,292

-7t,902,289

Decrease in provision
37,562,003

Distributed as follows

12..-\nalrsis of lmpaired facilities paid during the rcportittg period 202{-2025

I)ecreased rovision to P&L 37,562,003

Provisions paid out in the year 1,322,005

Tota! change in provisions 38,884,008

Institution

Sum of [,ogn
Amount
Approved

Sum of
Outstrnding
Principal
Amount

Fully cleared
Liability(A)

Pertially peid
Lilbility(B)

Total Cleared
Lirbility(A+B)

Absa Bank
Kenya PLC

1t4,224,472 t9,778,740 f2,07 t ,719 14,'t05,431

The Co.operative
Bank of Kenya
Ltd

571.355 5,855,674 948.t'72 6,E04,846

Credit Bank PLC
27,257,500 't59,64t '159,641

47,468,69t 15,557,378 101,204 -9E1,615

KCB Bank
Kenya Limited

87,832,614 42,621,675 3,641,561 2,t17,2t2 5,7'78,7'73

NCBA Bank
Kenya PLC

52,7E5,107 32,0E6, l7E t4,26E,099 61't,599 14,885,69E

Stanbic Bank
Kenya Ltd

54,408,094 3.1'72.935 -686,409

Total 449,805,654 184A48,414 60210,836 23E0,s40 61266.371

24

Closins provisions

2,633,698

82s,000

19,425,05s

Diamond Trust
Bank Kenya
Limited

240,186

l r9,412,250 -4,059,344
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No Name of Bank Number of
MSME credit
facilities

Loan
amount
Ksh

Government's
Liability
Ksh

Claim Request
Amount
(lst Tranche)
Ksh

As at 30 June, 2025

I NCBA Bank 7 2,644,009.5 I,322,005

TOTAL 2,644,009.5 1322,005

As at 30 June, 2024

I NCBA Bank 5 13,600,000 3,400,000 1.700,000

2 Diamond Trust Bank 2 7,844,000 I ,520,814 690,567

7 21,444,000 4,920,814 2,390,567

A Participating Financial Institution (PFI) may submit a claim for a defaulted facility under the Scheme, as

outlined in the Contract Agreement and the attendant Regulations. During the financial year, the Scheme

Administrator approved the payment of 7 claims tabulated above. The payment was made by the National

Treasury, and therefore not reflected in the Scheme's cashflow statement.

Transfers to Ministries, Departments and Agencies (MDAs)

Name of the Entity
Amount recognized in
Statement of Financial
Performance

Total
Transfers
2024-25

Prior Year
2023-24

Ksh Ksh Ksh

National Treasury

Total 29,70O,0O0

The Scheme did not make any transfers dwing the reporting period

25

t-1. Liquidated credit facilities

12,300,000

7 12,300,000

TOTAL

I {, Transfers to other go\ ernment entities

29,700,000



CREDTT GUARANTEE SCHEME
Annual Report and Financial Statements for the year ended June 30, 2025

Description June 30, 2025 June 30, 2024

KShs. KShs.

National Treasury 29,700,000

Total 29,700,000

During the FY 2024-?5, the Scheme received Ksh 29,700,000 that was accrued from the National Treasury

from the previous year. These funds had been paid to the Exchequer to fund provision of a self-tinancing

budget for settlement. However, the amount had not been received by the end ofthe hnancial year.

I6. Fin:rncinl Risk Nl:rnagement

The Scheme activities expose it to a variety offinancial risks including credit and liquidity risks and effects of

changes in foreign curency. The Scheme's overall risk management program focuses on unpredictability of

changes in the business environment and seeks to minimize the potential adverse effect of such risks on its

performance by setting acceptable levels of risk. The Scheme does not hedge any risks and has in place

policies to ensure that credit is only extended to customers in line with all PFIs due diligence and in line with

CBK prudential guidelines. The Scheme's financial risk management objectives and policies are detailed

below:

( retlit ri:1..

The Scheme has exposure to credit risk, which is the risk that a guaranteed or 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 other receivables. PFIs assesses the credit qrnlity of each customer with all due diligence and in line

with CBK prudential guidelines. Individual risk limits are set based on PFI intemal or external asisessment in

accordance with limits set by the entity. The amounts presented in the statement of financial position are net

of allowances for doubtful receivables, estimated by the Scheme's management based on prior experience

and their assessment of the current economic environment.

I irrancial l].isk \lrrnagerrte tt t

The carrying amount of f,rnancial assets recorded in the financial statements represent the Scheme's maximum

exposure to credit risk without taking account of the value of any collateral obtained as follows;

26

15. Rcceilables from \oo-[,rchange Trlnsirctions
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Liquidin risk manuqement

Ultimate responsibility for liquidity risk management rests with the Scheme's Steering Committee Members,

who have built an appropriate liquidity risk management framework for lhe management of the Scheme's

short, medium and long-term funding and liquidity management requirements. 'l'he Scheme manages

liquidity risk through continuous monitoring of forecasts and actual cash flows. The table below represents

cash flows payable by the Scheme under non-derivative financial liabilities. The amounts disclosed in the

table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying

balances, as the impact of discounting is not significant.

Description
Total Amount

Performing Impaired
Kshs Kshs Kshs

At 30 June 2025

Receivables from exchange transactions
Investment in Short Term Securities

2,770,757,5t5 2,770,757,515

Bank Balance 548,416,673 548,416,673

Receivables from non-exchange
transactions
Total 3,319,174,188 3319,174,188
At 30 June 2024

2,744,001,895 2,744,001,895

Receivables from non-exchange
transactions

29,700,000 29,700,000

Bank Balance 2s8,906,353 258,906,353

Total 3,032,608r48 3,032,60E,248

Description

Less than I
month

Between l-3
months

Over 5
months

Total

Kshs Kshs Kshs Kshs
As at 30th June 2025

Provisions 4,362,040 67,540,249 71,,902289

Total 4362,040

As at 30th June2024

Provisions 23,700,807 85,763,484 109,464,292

Total 23,700,801 85,763,484 109,464,292

27

(

Receivables from exchange transacti ons

67,540,249 71,902289
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iii \l.r|1.(I ir'1.
The Scheme has put in place an internal audit function to assist it in assessing the risk faced by the Entity

an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting and operational

controls. Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

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

instruments. The objective of market risk management is to manage and conhol market risk exposures within

acceptable parameters, while optimizing the return. Overall responsibility for managing market risk rests with

the Audit and Risk Management Committee.

The Scheme has put in place an intemal audit function to assist it in assessing the risk faced by the entity on

an ongoing basis, evaluate and test the design and effectiveness of its internal accounting and operational

controls. There has been no change to the Entity's exposure to market risks or the way it manages and

measures the risk.

Description 2024-2025

Kshs

Financial assets

548,4t6,673

Investment in Financial Assets (Short Term) 2,770,757,515

Total financial assets 3,319,174,188

Other borrowed funds

Provision for expccted crcdit loss 71,902,288.81

Total financial liabilities 3,247,271,900

Book currency position

;t ) I"orcrgn ctlrl'cnc\ r'isk

The Scheme has transactional cr[rency exposures. Such exposure arises through borrowing and purchases of

goods and services that are done in currencies other than the local curency. Invoices denominated in foreign

currencies are paid after 30 days from the date of the invoice and conversion at the time of payment is done

using the prevailing exchange rate. The entity manages foreign exchange risk form future exchange

transactions and recognized assets and liabilities by projecting for expected revenue proceeds and matching

the same with expected payments. All the nansactions of the Scheme are denominated in Kenya shillings.

I

28

Cash and cash equivalents

Financial liabilities
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tl lllr,-.i t.r I,tI( !trl\

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a result ofchanges

in interest rate levels. The entity's interest rate risk arises from bank deposits. This exposes the entity to cash

flow interest rate risk. The interest rate risk exposure arises mainly from interest rate movements on the

entity's deposits and or investments.

The Scheme's fund is held in its account at the Central Bank of Kenya. When the Scheme will be a legal

entity, the management will endeavor to bank with institutions that offer favorable interest rates to manage

interest rate risk. Cunently, the Scheme has invested funds not for immediate use in short-term goverrrment

securities

lr

The objective of the Scheme's capital risk management is to safeguard its ability to continue as a going

concern. The Entity capital structure comprises of the following funds which is all equity with zero gearing

as tabulated below:

Descriptioo
2024-2025 2023-2024

lGhs Kshs

Revaluation Reserve

Retained Earnings 247,27t,900 (76,856,044)

Capital Reserve 3,000,000,000 3,000,000,000

Totel Funds 3,24727L,900 2,923,143,956

Total Borrowings

Less: Cash and Bank Balances 548,4t6,673 258,906,3s3

Net Debt(Excess Cash and Cash Equivalents) 2,698,855,227 2,664,237,603

Geering

Nature of related nartr relationshi Di
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.

29

rllanagenrent <rf interest rate risk

Capital Ri.sk \lanagemcnr

17. Related Partv Disclosures
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Golernment of Kcnr a

The Govemment of Kenya is the principal shareholder of the Scheme, holding 100% of the Scheme's
equity interest.

Other related palies in clu tlq

i) The Parent Ministry
ii) County Govemments

iii) Other MDAs
iv) CBK

v) Key management

vi) Members of the Steering Committee

In the course of its operations the Scheme did not enter into transactions with related parties

18. C ontingent Liabilities

19. [.r ents alter the Rrpolting Prriotl
There were no material adjusting and oon-adjusting events after the reporting period.

t

Description 2024-2025 2023-2024

Kshs Kshs

Total value ofcredit facilities approved under the Scheme 6,595,34t,284 6,286,80r,290

Total exposure to the Scheme 1,648,835,321 t,571,700,323

Expected Credit Loss- Risk sharing provision
(Recognized in the statement of financial position) -71,902,289 -t09,464,292

30

2{). I ltinratc rrrrrl floltling Iintin

The Scheme is a National Guarantee Scheme under the National Treasury.

ll. ( urrcncr

The financial statcments are presented in Kenya Shillings (Ksh).
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]0. APPENDICES

.{PPENDIX I: IMPLEMENTATION S TAI US OF ALIDITOR.GENERAL.S RICOMMENDi\TIONS

The following is the summary of issues raised by the extemal auditor, and management cotnments that were

provided to the auditor.

The Scheme had an unmodified audit report, and therefore no Audit issues to address.

oGw

Date.

31

ls|z-r-

Reference
No. on the
extemal audit
Report

Issue / Observations
from Auditor

Management comments Status:
(Resolved /
Not Resolved)

Timeframe:



CREDIT CUARANTEE, SCHEME
Annual Report and Financial Statements for the year ended June 30, 2025

\PPENDIX II: PROJECTS IMPLEIVIENTED B\.THE CREDI.T GT-I\RANTEE SCHEMF

Projects implemented by the Scheme Funded by development partners and/ or the Government

The Scheme is wholly owned and implemented by the Govemment of Kennya

I

Project title Project
Number

Donor Period/
duration

Donor
commitment

Scprrrte
donor
reporting
required es
per the
donor
agreement
(Yes/l{o)

Consolidated
in these
finrncial
statements.
(Yes/l\lo)

32
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{PPENDIX llt: TNTER-ENTI'IY TR\NSFERS

gala, OGW

Scheme Manager

tu
CPA George K. Gichuru

ICPAK No.9262

FY 202.1nO22

Development Grsnts
Brnk Stltement
D8te

Amount
(KSh)

Financial Year

Credit Guarante€ Scheme -
CBK Account

30.06.202 r 3,000,000,000 FY2020/2021

Total 3,000,000,000

Name of the
MDA./Donor
Treosferring
the funds

Date
received

Where Recorded/recognized FY 202+2025

(rs pcr
bank
ststement)

Nature: Totrl
Amount

KSh.

Stst€ment of
Financiel

Performance

Capitel Fund
K3h.

TotalTransfers
during tbe Year

Ksh.

The
Netional
Treasury

Nit 29,700,000

Total
Nit 29,700,000

33

Breakdown ofTrrnsfers from the Nstlonsl Trersury
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Name of Trrnsferring entity - Netional Treesu ry

Name of Beneficiery entity - Credit Guarantee Scheme

t"-'

Confirmstion of amounts received by Credit Guarrntee Scheme ss al 30t June 2025

Reference Number Date Disbursed Recurrent (A) Development (B)
Total

(c){A+B) Remarks

08t07t2024 29,700,000

Total 29,700,000

I confirm that the amounts shown above are correct as ofthe date indicated

Heed of Accounts l)eprrtment - Dirbunring Entity:

cPA George IC Gichuru siao .....&J*...... Dete rsJsA:

Head of Accounts Deplrtment - Beneliciary Entity:

CPA Esther Kitonyi Sign .....r,... l)ate .t*lK).;*,zt

35

API'}ENDIX lV: lN'l'llR-tiNl'lTY C'ONI"IRMA I'ION l.t:ll lrlL

FT24l90l7FVP 29.700,000

29,700,000
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Al'Pt'INDIX V: REI'OR'I'ING Ol" CL.lMATE RELEVAN'l' UXPliNDl'l't lRliS

The Scheme did not have climate related expenditures during the year other that facilities issued by PFIs to the agricultural sector

-IIIIIII
I

36

a ,

Project Name Project Descriptioo Project Objectives Projecl Activitica

Qurrtel Source of
Funds

lmplementing
Partners

Qr Q2 Q3 Q4
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r\Pl'HNDIX VI: RFIPOR'l'lN(i ON l)ISAS'l'llR MANA(i['.MF]N'r llxPFINI)l'fl IRF.

The Scheme was established as a disaster management program to help MSMEs recover from the effects of Covid-I9 pandemic by di-risking access

to credit.

<a2

Programme Sub.
prognrmme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/miti gation/preparedness)

Expenditure
item

Amount
(Kshs.)

Comments
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AppENDtX Vil: A'l-t'F.NDANCE OF MEE'I'INCS BY 1'lIE Sl'liERlNC CON'IMl'l-l'Elr MliMtlliRS

Note:
The Steering Committee held four Committee meeting during the reporting period'

t

itr,^'

L]

44ChairpersonPS The National TreasuryI Dr. Chris K. Kiptoo, CBS

4
4

MemberPS State Dept. for MSMEsMS. Susan Mang'eni2
4

3Member
Alt. to the Govemor
Central Bank of KenyaMr. Matu3

I
4MemberAlt. to fie Attomey

GeneralMs. Sharon lrungu - AsiYo4

3
4Independent

Memberlndependent MemberDr5

3
4lndependent

Membcrlndependent MemberMs. Juliana Migunde6

4
4Independent

Memberlndependent Member
Mr. Christopher Aleke
Dondo7
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S/No. NAME
RESPONSIBILITY /
OFFICE

ROLE ON
APPOINTMENT

NUMBER
OF
MEETINGS
HELD

TOTAL
NUMBER OF
MEETINGS
ATTENDED

Samuel


