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GLOSSARY OF TERMS

Acronym
AIE
CCS
CDM
CEO
CRA
CREOS
CRM
ESMF
GoK
ICPAK
IESBA
IP
IPSAS
ISA
IVA
KFM
KOSAP
KPI
KPLC
KShs
KST
LLP
MoE
PCU
PFM
PoA
PSASB
PV
RBF
REA
REREC
RPF
SSP
UC
US$
VI\4G
WASH
WB
WHT

Description
Authority to Incur Expenditure
Clean Cooking Solutions
Clean Development Mechanism
Chief Executive Officer
Commission on Revenue Allocation
County Renewable Energy Officers
Customer Relationship Management
Environmental and Social Management Framework
Government of Kenya
Institute of Certified Public Accountants of Kenya
Intemational Ethics Standards Board for Accountants
Indigenous People
International Publ ic Sector Accounting Standards
International Standards of Accounting
Independent Verifi cation Agency
KOSAP Facilities Manager
Kenya Off-Grid Solar Access Project
Key Performance I ndicators
Kenya Power & Lighting Company
Kenya Shilling
KOSAP Service Territories
Limited Liability Partnership
Ministry of Energy
Project Coordinating Unit
Public Finance Management
Programme of Activity
Public Sector Accounting Standards Board
Photo Voltaic
Results Based Financing
Rural Electrifi cation Authority
Rural Electrification & Renewable Energy Corporation
Resettlement Policy Framework
Solar Service Providers
Underserved Counties
United States Dollar
Vulnerable & Marginalised Groups
Water Sanitation & Hygiene
World Bank
Withholding Tax
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1. Project Information and Overall Performance

1.1. Name and registered oflice

The Project's official name is Kenya Off-Grid Solar Access Project (KOSAP) - (the "Project").

1.2. Objective

The key objective ofthe Project is to increase access to modern energy services in underserved counties

ofKenya.

1.3. Address

The Facilities Manager's headquarters are:

SNV Netherlands Development Organisation
Parkstraat 83 2514 JG Den Haag

The Netherlands

The local address of its registered office in Kenya is:

SNV Netherlands Development Organization

Ngong Road, Ngong Lane

P.O. Box 30776 - 00100

Nairobi, Kenya

1.4. Contacts

The following are the Project contacts:

Telephone:0718 130909 I 0784 130909

E-mail: enquiries@kosap-fm.or.ke

Website : https ://snv.org/countrylkenya

1.5. Auditors

The project is audited by Office of the Auditor General.

ll
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Project Information and Overall Performance (continued)

1.6. Project Information

1.7. Overview

Proiect Start Date The Proiect start date is 23 November 2018

Proiect End Date The Proiect end date is 30 June 2023

Project Facilities Manager The Facilities Manager is SNV Netherlands Development Organisation in
partnership with Sunfunder Inc.

Proiect Sponsor The Proiect sDonsor is the Ministry of Enersy

Line Ministry/State
Department for the Proiect

The Kenya Off-grid Solar Access Project (KOSAP) is under the supervision of
the Ministry of Energy.

Proiect number 6135-KE: PROJECT ID: P160009

Strategic goals ofthe Project Close the access gap by providing electricity services to remote, low density,
and traditionally underserved areas of the country.
Specifically, support electrification of households using solar home systems
(SHS) in 14 target counties where sufficient load clusters do not exist and
SHS provide the best technical and financial solution.

Achievement of strategic
goals via Component 2 of the
Project

The Project's Component 2 management aims to achieve the goals through
the following interventions:

Catalyse a private sector led, market-based approach to delivering off-grid
access in the underserved counties, by providing incentives for solar off-grid
companies currently operating in the more densely populated areas of Kenya
to expand to these underserved counties and provide services to the off-grid
households in these counties.

Implement two financing instruments to which eligible solar service providers
(SSPs) will have access:

i. Results-based financing (RBF) facility (US$12 million, disbursed in
KES) competitively awarded incentives, to compensate SSPs for
initial, ongoing incremental, and opportunity costs associated with an
expansion of operations in underserved counties.

Overarch ing objectives :

To support access to Lighting Global-approved solar home systems
across Kenya's Underserved Counties.

To encourage the growth of earlier-stage and/or local solar companies
where possible; and

To set a foundation for high-potential solar operators to access debt
investments tofurther scale operations in these counties.

lll
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Tools used to achieve the objectives

L Market entry component: 30 percent of the total funding application
disbursed upon funding award and completion of due diligence

2. Results-based component:60 percent offunding disbursed based on
reaching progressive pre-agreed sales milestones

3. Sustainability component: l0 percent of funding disbursed upon
verification of ongoing functioning of systems and honouring of
warranty no less than one year after deployment.

ii. Debt facility (US$30 million, disbursed in KES), debt financing to
SSPs, to support up-front costs associated with getting hardware inventory
into the market and medium-term consumer financing to enable
households to pay off the systems over time.

Overarch ing o bjectives :
To support access to Lighting Global approved solar home systems across

Kenya's Unders erved Cotmties ;
To encourage the growth of earlier-stage and/or local solar companies

where possible;

To set a market precedentfor debt investments in these geographies; and
To preserve GoK capital.

Tools used to achieve the objectives

o Loan disbursement window factoring types of loans to be offered;

o Indicative range of between US$50,000 as a minimum and US$5
million as a maximum (with disbursements in KES);

o Award of loans in phases, with subsequent phases taking into account
experience and lessons leamed relative to both the application process
and early implementation of the first phase;

o Revolve the facility as often as required, subject to timely project
completion.

Implement the CIean Cooking Solutions for Households (IDA US$6
million equivalent), to support a transition from low-efficiency baseline
stoves to cleaner, higher-efficiency improved stoves.

Overarching o bjectives :

c Incentivize sector players including manufacturers, wholesalers and
distributors to kick-start the market of higheraier cooking solutions in
Underserved Counties in Kenya;

o Address market barriers by building upon the best practices and
lessons from the cookstove and other comparable industries;

o Develop market-based, sustainable cookstove markets in the
underserved counties.

lv
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Tools used to achieve the objectives

(i) An ex ante RBF award to compensate consortia for Market assessment
and cookstove product selection, generating market awareness, sales

and marketing (focused on maximizing number of women sales
agents) activities, management training, and operating expenses that
are directly attributable to customer acquisition.

(ii) A second ex ante award to enable consortia to purchase product
inventory from eligible cookstove manufacturers. These funds could
be revolved by the consortium and used as working capital to fund
inventory fi nancing needs.

(iii) Results-Based Grants, paid on a per unit basis, once sales are verified
by an independent verification agent.

Other important background

information of the Project

KOSAP is driven by the imperative to provide equal opportunities across the

entire Kenyan territory as a key to achieving Kenya's Vision 2030, and the

national target of achieving universal access to electricity by 2022. The

Government of Kenya (GoK) seeks to close the access gap by providing

electricity services to remote, low density, and traditionally underserved areas

of the country. The GoK intends to use US Dollar 150 million, in Kenyan

Shillings equivalent, of financing from the World Bank to deliver the Kenya

Off-Grid Solar Access Project (KOSAP).

KOSAP promotes these objectives by supporting the deployment of clean

cooking technologies for households, and the use of solar to drive

electrification of households, enterprises, community facilities, and water

pumps. The Ministry of Energy (MoE), Kenya Power and Lighting Company

(KPLC) and the Rural Electrification and Renewable Energy Corporation

(REREC) will implement the Project in 4 components:

Component l. USD4OM: Mini grids for Community Facilities, Enterprises,

and Households

Component 2. USD48M: Stand-alone Solar Systems and Clean Cooking
Solutions for Households, the subject of this financial report

Component 3. USD40M: Stand-alone Solar Systems and Solar Water Pumps

for Community Facilities

Component 4. USD22M: Implementation Support and Capacity Building

SNV, in partnership with SunFunder, is the KOSAP Facilities Manager (KFM)
for US$ 47M out of the US$ 48M of Component 2, which consists of two sub-

components that is, sub-component 2,A' for Solar Service Providers (SSPs) and

28, which is a challenge and Results Based Financing (RBF) fund for Clean

Cook stoves Service Providers. SNV manages the RBF fund in sub-

components 2A and 28, while SunFunder is managing the KOSAP Debt

Facility in sub-component 2A. The activities of Component 2 are aimed at

v
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increasing access to modern energy services in remote, low density, and

traditionally underserved territories of the country.

These underserved areas, which cover the geographical scope of the KOSAP

Project, are identified as 14 counties, deemed 'marginalized' by the

Commission on Revenue Allocation (CRA), due to the remoteness and

sometimes dispersed nature of the target populations and considering the

socioeconomic profile and lifestyles of those residing in these counties. The

KOSAP Project is designed to address high costs of provision of infrastructure

services, low affordability of the potential users, and sustainability of service

provision using an abundantly available renewable energy resource. These

counties are: West Pokot, Turkana, Marsabit, Samburu, Isiolo, Mandera, Wajir,

Garissa, Tana River, Lamu, Kilifi, Kwale, Taita Taveta and Narok.

Current situation that the

Project was formed to

intervene

KOSAP Component 2 was developed to intervene in the following areas:

(i) Support sustainable access to VeraSol approved solar home systems

across the Underserved Counties (UCs)

(ii) Encourage growth of early stage, local solar companies where possible.

(iii) Set foundation for high-potential solar operators to access debt

investments in these geographies.

The Clean Cooking Solutions RBF (CCS RBF) Facility established supports a

transition from low-efficiency baseline stoves to cleaner, higher-efficiency

improved stoves.

Project duration The Project started on 23 November 2018 and is expected to run until 30 June

2023.

1.8. Bankers

The following are the bankers for the current year:

KCB Bank Kenya Limited

Prestige Branch

P.O. Box 41294-00100

Nairobi, Kenya
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1.9. Roles and Responsibilities
List of the people who are working on KOSAP Component 2

Mr. Alex K. Wachira

Principal

Secretary

(Current)
Accounting Officera

MBA,BSc,.C,Eng,MIE

E R Connsul' Eng

FIEX

Maj. Gen. (Rtd.) Dr
Gordon O.

Kihalanewa, CBS

Principal

Secretary

(Outsoine)
Accounting Officero

Rodney Sultani
Project

Coordinator

MSc. Project

Management, BSc

Civil Eneineerins.

o Manager

Ashington Ngigi Team Leader Overall responsible for managing

KOSAP facilities Management.

Lead focal point in dialogues with
MoE.

Monitoring and Reporting to MoE,

SNV Country Director and

SunFunder CEO.

Responsible for obtaining required

approvals from MoE and request

MoE to facilitate no objection from
the World Bank.

Provides substantive inputs to the 3

facilities.
Responsible for achieving the

objectives of KOSAP Component 2.

Coordination with Independent

Verification Agency (IVA).
Structures and manages RBF

facilities aimed at market

stimulation, ideally facilities funded

by multilateral development banks

and/or development funds

institutions and/or bilateral

development assistance agencies.

a

a

a

a

a

a

a

a
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Audrey Desiderato Assistant

Team Leader

and Debt

Facility Lead

Preparation ofthe debt facility
implementation plan and updating

when required

Responsible for managing the debt

facility and achieving the debt facility
objectives

Review and clearance of loan

agreements for signing by MoE

Monitoring loan performance

Review and clearance of verification
package for IVA
Monitoring and evaluation of Facility
performance

Maintain debt facilitv CRM database

o

a

o

a

a

a

a

Susan Muchiri Junior

Investment

Officer

Preparation of the debt facility
implementation plan and updating

when required

Marketing of debt facility
Client intake and due diligence

Preparing loan agreements for signing

by MoE

Debt facility junior investment officer
Monitoring loan performance

Data processing and maintenance of
CRM database

a

a

a

a

o

a

o

Karimi Ndigah Senior Officer
Solar RBF

Facility

Preparation of the SSP RBF facility
implementation plan and updating

when required

Responsible for managing the SSP

RBF Facility and achieving the

facilities objectives

Facility promotion and proposal

solicitation
Preparation of requests for proposals

Evaluation of proposals and

recommend awardees

Prepare SSP RBF agreements for
signing between MoE and awardees

Review and clearance of payment

requests (including preparation of
verification oackases for IVA)

a

a

a

o

a

o

a

Kcr rpralilicirtiorr l{csgronsihililies\a nr t'r
llilIloll

'l'i 
I lc

rlcs

vlll



Kenya OffGrid Solar Access Project
Annual Report and Financial Statements for the Jinoncial year ended June 30, 2022

Monitoring and evaluation of Facility
Performance

a

Hannah Wanjiru Senior Officer
Clean Cooking

Solutions

Lynette Korir Analyst Clean

Cooking
Solutions

Preparation of the CCS RBF facility
implementation plan and updating

when required

Responsible for managing the CCS

RBF facility and achieving the

facilities objectives

Facility promotion and proposal

solicitation

Preparation of requests for proposals

Evaluation of proposals and

recommendations for awardees

Prepare SSP RBF agreements for
signing between MoE and awardees

Review and clearance of payment

requests (including preparation of
verification packages for IVA)
Monitoring and evaluation of Facility
Performance

Evaluation of proposals and

recommend awardees

Prepare CCS RBF agreements for
signing between MoE and awardees

Processing payment requests

(including preparation of verification
packages for IVA)
Maintain CCS RBF facility CRM
database

Support bidding process

Maintain CCS RBF facility CRM
database

General imolementation supoort

a

a

o

o

a

a

a

a

a

a

a

o

o

o

a

Lazarus Kubasu Social

safeguard

Specialist

Responsible for managing social

safeguards risks and ensuring

compliance with World Bank social

safeguards policies and ensuring

KFM implementation as per KOSAP
safeguards framework documents

a

Ker t;ualilicalion l{csponsibilities\rt rn t's

aliolr

l'itlc
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Henry Karanja Environmental

Safeguard

Specialist

Mainstream environmental

safeguards in the implementation

arrangements of the RBF & Debt

Facilities

Monitor and report on environmental

safeguards policies and actions by the

recipients of RBF and Debt Facilities

Develop and implement a

comprehensive Environmental and

Social Management Plan for RBF &
Debt Facilities

a

a

a

Dennis Kibira Analyst SSP

RBF Facility
Evaluation of proposals and

recommend awardees

Prepare SSP RBF agreements for
signing between MoE and awardees

Processing payment requests

(including preparation of verifi cation

packages for IVA)
Maintain SSP RBF facility CRM
database

Support bidding process

Maintain RBF facility CRM database

General implementation support

a

a

t

a

a

a

Martjin Veen Senior Officer
Solar RBF

Facility

Review Implementation Manual

SSP RBF Facility
SSP RBF Facility End of Project

Report

Designing and implementing off-
grid energy RBF facilities.
Participative evaluation of SSP
RBF rounds.

O

a

o

a

Bastiaan Teune Senior Officer
CCS RBF

Facility

Design Implementation manual RBF

clean cookstoves

Review the midterm evaluation

report

Provide information and input to the

call for proposals.

a

a

Nicholas Munyoki Technical Data

Processor

Maintain database system(s) and web

panels of high availability and

oualiw dependine on each user's

a
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specialised role and pre-defined data

metrics.

Design and implement databases in

accordance to end users' information

needs and views; the KFM Team will
provide, from time to time, templates

to be used in the Facilities for data

collection or analysis, which will be

the basis on which databases may be

developed.

Update and maintain KOSAP-FM

website (domiciled at www.kosap-

fm.or.ke or as may be directed by the

KOSAP Facilities Manager).

Maintain online tools for use by the

KOSAP Team or other users as may

be determined by the KFM.
Data Retrieval and Deployment

a

a

a

o

Baraka Megiroo Senior

Investment

Officer

Preparation of the Debt Facility

Implementation Manual and updating

when required.

Responsible for managing the Debt

Facility and achieving the facilities

objectives.

Facility promotion and proposal

solicitation with solar company

borrowers in emerging markets,

including origination, proj ect and

company due diligence, loan

structuring, negotiation, execution.

Preparation of Requests for
Proposals, Evaluation of proposals

and recommend awardees.

Prepare Facility agreements for
signing between MoE and awardees.

Review and clearance of payment

requests.

Monitoring and evaluation of Facility

Performance.

a

a

o

a

a

a

a
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Sammy Malaki Senior

Investrnent

Officer

Preparation of the Debt Facility

Implementation Plan and updating

when required

Marketing of Debt Facility

Client intake and due diligence

Preparing loan agreements for signing

bv MoE

o

a

a

a

Manoj Mehta Financial

accounting

Expert

Conduct gap analysis on company's

fi nancial accounting systems,

processes, and capacity

Designing and implementing

financial accounting systems and

training staff on bookkeeping and

accounting to use these systems

properly.

Tax compliance and related issues

(Kenyan regulations)

Setting up data processing and

information sharing systems

Capacity building on financial

accounting systems through training

and coaching of staff, particularly

SMEs.

Experience working with SMEs that

operate and/or distribute technologies

in rural Kenya (and understand the

challenges thereof)

Understanding of off-grid solar

business models

a

o

a

a

a

a

a

Ker r1u:rlilicitliolr ltcsporrsibililics\ :t lll cs

rritliorr

'l itle

tlcsi

1.10. Funding summary
The Project is for duration of 4 years 7 months from 23rd November 2018 to 30th June 2023 with an

approved budget of EUR 42,800,000 equivalent to KShs. 4,700,000,000 at a rate of 109.813 as

highlighted in the following table :
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Kenya OffGrid Solar Access Project
Annual Report and Finoncial Stalements for the tinancial year ended June 30, 2022

1.11. Summary of Overall Project Performonce:

i) Budget performance against actual amounts for current year and for cumulative to-date

The Project was allocated funds in lots and rounds and performance is measured against the expected

disbursements as summarised below:

a) ^S^SP^RBF

206 51.5 77.3 77.3
218 54.5 8r.8 81.8
r95 48.8 73.1 73.1

224 56 84 84
190 47.5 71.3 71.3
167 41.7 62.5 62.5

300 450 450

Ten solar service provider companies were awarded a total of KSHS. 290,041,176 in Round I of the SSP RBF.

The SSP RBF Round I contracts were running for a period of 24 months from July 2021to June 2022. Out of the

ten companies that were awarded in Round l, the Ministry of Energy has by letter to the KFM approved extension

of contract for six service providers for a period of 1 I months from June 2022 to April 2023. One of the Recipients,

Raj Ushanga Limited, declined the one-year extension.

In June 2022,the Ministry of Energy approved additional 14 solar service providers for Round 2 of the SSP RBF

facility. The l4 service were allocated a total of'KSHS. 390,475,644 across the six lot and will implement for a
period of 12 months from June2022 to May 2023.The table below shows a summary of the SSP RBF fund

allocation performance.

The SSP RBF Facility has disbursed KShs. 55,134,293 to Round I solar service provider companies as market

entry incentives which are provided ex-ante in at least two tranches. The Round I companies have submitted ex-

post claims amounting to KShs. 118,837,773. The Independent Verification Agent is undertaking verification

before the ex-post claims can be disbursed to the Recipient companies.

I

Total

2

3
4
5

6

.\lloc:rtiort
]l illion

t{t KSils.
( )l illion )

It2 KSilS.
( )l illion )

ITJ KSIIS.
( ll illion)

l,ol

Round I 300,000,000 9,958,824 97%

Round 2 87o/o

Round 3

450,000,000

450,000,000 450,000,000 0%

Total 1,200,000,000 680,516,820 , 519,483,180

59,524,356

290,041,176

390,475,644

570h

F untl
(hSh..)

\r:tilullle .\llocirlctl
(KShs.)

l"untl I nitlloc:rlctl
(KSlts.)

l''u ntl l)e rcrnl:tgc ol itlloc:tle tl
lu nrls
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The total turnover for the sales reported up to the end of June 2022 comes to KShs 3,095,440,712.The service

providers have opened about 2l outlets in the KOSAP service territories, and more than 350 resellers have been

engaged by these companies.

Currently, five Round I service provider companies are continuing with Round 1 implementation after the MOE

approved extension of their two-year contract closing date from May 3 I't, 2022, to April 306, 2023. ln June 2022,

the MOE approved 14 Round 2 contracts for a l2-month implementation starting in June 2022,to end of May

2023.

Companies receive the first ex-ante RBF to go establish sales infrastructure. They report their achieved milestones

when requesting the next tranche. So far Kshs. 55 million has been disbursed and Kshs. 26.4 million has been

utilised by Companies that have requested additional funding; the balance is available with the Recipients to

continue implementation as per their Contracts. The total disbursements are 13o/o of the planned Round I planned

disbursements.

b) ccs RBF

Lot 1

Lot2

Total

200M

300M

500M

Currently, Lot I is under implementation and l0 companies that were contracted received a disbursement

of KSHS. 37 million which is 57Yo of the allocated (6aM) market entry funds. The total turnover for the

8,128 sales reported by the end of June 2022 is Kshs 35.5 Million. The total Ex post RBF incentives

amount to Kshs 13.13 million.

The CCS RBF Facility Service providers have undertaken activities to set up and support sales

infrastructure related to the establishment of shops, personnel deployment, and training.

Lot 2 call for proposals, evaluation and awarding process was completed in May 2022. The proposed awardees

have an allocation of KShs. 262 million pending MOE approval.

c) SSP Debt

The allocation for SSP debt was 3 billion of which only KES. 19.2 million has been disbursed (l%). A World

Bank technical mission held in ltne 2022 recommended winding down of the debt facility by the end of August

2022.

iD Physical progress based on outputs, outcomes, and impacts since project commencement,

The KFM progress report is divided into the three implementation facilities for the Project (SSP RBF, CCS RBF,

and debt facilities) and the Social and Environmental Safeguards.

Arnount KSHSLot
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aSSPfiBF Facility

SSP RBF Facility Round I
Ten solar service provider companies have been implementing in the SSP RBF Facility for 24 months, from June

2020 to June 2022. By the end of June 2022, the solar service providers had reported sales of 96,409 solar home

system units sold across all the six KOSAP lots. This is a 154%o achievement against the Round I target of 62,500

units and a39%o achievement against the overall KOSAP target of 250,000 units. The table able shows achievement

against the Key Performance Indicators.

SSP RBf'Facility Round 2

ln June 2022,the Ministry of Energy approved the SSP RBF Round 2 contracts for 14 service providers. The call

for proposal for Round 2 was between September and November of 2020. The technical and financial proposal

evaluation took place between November 2020 and February 2021 and the due diligence and negotiation between

March and April 2021. Contracting of the awardees started in June 2021 and was concludedin Jun2022.

The Round 2 of the SSP RBF awarded KSHS. 390,475,644 to 14 companies for implementation between June

2022 andMay 2023. The 14 companies were awarded a total of 122,085 solar home systems for sale across the 6

KOSAP Lots. Reporting of sales starts in July 2022 after the companies are onboarded by the KOSAP Facilities

Manager.

96,409 SHS
*(Reported sales are subject to vertfication)

250,000 solar home systems sold

KShs. 55,134,293 disbursed as part of the Ex-ante drawdown.
KShs. I 18,837,773 Ex-post claims made, awaiting verification of
sales before payment is made.

KSHS. 1.2 billion disbursed out for
Result-based financing

1.1 million people receive electricity
from off-grid solar

482,045 people received electricity from off-grid solar
* (Subject to verification assumingfive people per household)

Power Generated 2.35 MW
(*Reported sales are subject to verification)

Direct jobs created 1 7,229 jobs created: 36.3% Female and 63.7 %o Male
(Reported jobs by the SSPs includes sales agents)

Per centage of women-headed
households

32% (3 1,0 12 households)
(Calculation based on 2016, KNBS- Kenya Socio-Economic Atlas)

Ker l'crlilrrn:ulce I rttlic:tlor Slalus ('unrulrrlir (' [;ptlltc (,1unc 2(120-,1ulr2022)
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b.CCS RBF Facility

o The CCS RBF Facility is split in 2 Lots. Lot 1 started implementation in June 2020 with ten companies

contracted to sell clean cooking technologies in 5 counties. Lot 2 awarding was finalized in May 2022,

now awaiting contracting by the Ministry of Energy.

. By the end of the reporting period, the CCS RBF Facility had sold cumulative 8,128clean cooking

solutions in 5 Lot I counties namely, Turkana, West Pokot, Isiolo, Samburu and Marsabit counties.

o To facilitate sales in the respective counties, the CCS RBF recipients undertook market assessment,

awareness creation events and training activities.

o The Recipients employed 147 persons comprising of technicians, sales agents, and managers (70 male and

77 female).

o To popularize the products , over 231 radio adverts and presenter mentions were aired in local FM stations.

o 72 women and Self-help groups were sensitized of clean cooking, cumulative over 800 households were

reached through targeted trainings.

o 108 local entrepreneurs, distributors, stockists were recruited to engage in sale of CCS Products.

e Households' demonstrations were held in l24S locations/home to showcase the benefits of clean cooking.

c. Debt Facility
The KOSAP Debt Facility exists to address working capital needs of participating SSPs, which was identified as

a key gap during the design of KOSAP in 2015. Initially it was envisioned that USD 30 million would be deployed

within the first three years of the program. Owing to positive developments in the last 2 years, the Kenyan enerry

access market has attracted significant debt for established SSPs. However, emerging SSPs still face a working

capital gap, but need capacity building and time to become investment ready. As a demand driven product, these

two factors have caused challenges for deploying the KOSAP SSP Debt Facility.

To date the performance of the debt facility has been low with only one transaction by the SSPs estimated at USD

0.5 million (KShs. 50 million) with an initial disbursement of USD 0.19 million (KShs. 19.2 million). Further

pipeline development has not been successful. The low uptake is attributable to several factors; non-concessional

debt terms such as interest rate, security and loan tenor under the debt facility were not matched to the challenging

and dynamic operating environment of the underserved counties (KSTs). So far, the company that received the

debt facility at l8%o interest for a Z-year period (Pawame), has been unable to repay the facility as it is currently

running losses and facing working capital constraints. The amount due from the sole borrower is currently KShs.

14.4 million with the last repayment being made in September 2021. Measures have been taken to recoverthe

defaulting loan which include exploring options to be acquired by another solar company. Discussions are ongoing.

Owing to the below expectations performance of the debt facility, the MOE and World Bank jointly agreed during

the technical mission held in June 2022 that no further disbursements should be made beyond 3l August 2022 as

risks presented by the facility were high. This decision affected a second company, Givewatts Kenya, that was

under consideration to extend a KShs. l0 million facility, as further disbursement would be outside the stipulated

deadline. The KOSAP Facility Managers (KFM) would instead consider introducing the company to other

potential lenders operating in Kenya.

xvlll



Kenya OffGrid Solar Access Project
Annual Report and Financiol Stotements for the Jinancial year ended June 30, 2022

During the same reporting period, Bboxx, expressed interest in applying for a loan facility to the tune of KShs.

200 million. The borrower proposed a 36-month tenor for the facility. The credit committee approved KShs. 187.5

million for a 36-month tenor on l9th October 2021 on the basis that a time extension could be granted on the

KOSAP facility as the available tenor was l8 months under the current deadline. However, Bboxx indicated

interest on condition that an extension be officially granted by the MOE. Due to these tenor constraints, the SSP

decided not to proceed with the approved facility.

d.Environmental & Social Safeguards

The KFM E&S safeguards function during the reporting period progressed in mainstreaming the KOSAP

Environmental and Social Safeguard Framework (ESMF). An Environmental and Social Management Plan was

developed to guide the SSP RBF and CCS RBF recipient companies on their implementation of E&S Safeguards

in the KOSAP counties. Regular meetings were held with the clean energy companies to assess the challenges

and opportunities encountered because of having E&S Safeguards policies and procedures in place.

iii) Comment onvalue-for-money achievements,

The KFM ensures value for money in all its procurement processes and in implementing the Project. The

achievements below have been attained showing value for money.

a.SSP RBF Facility

The SSP RBF Facility has achieved the following showing the value for money.

o 96,409 SHS sold

o KSHS. 55,134,293 disbursed as part of the ex-ante drawdown.

o KSHS.. 118,837,773 ex-post claims made, awaiting verification of sales before payment is made

o 482,045 people received electricity through off-grid solar

o 2.35 MW of power installed

o 17,229 jobs created: 36.3% Female and 63.7ohMale

o 32%o of female headed households electrified. (31,012 households)

b.CCS RBF Facility

Ke r l'e rftrrnrancc I ntlicators KI'IS Status I ir tcs

Number of higher-tier stoves sold: 150,000

Per centage of women-headed households (20%)

Net additional, full-time equivalent jobs

Cumulative: 8,128

Cumulative: 38oZ

Cumulative: l4Tjobs

c. Debt Facility

Due to positive developments since the start of the project roll-out mid 2019, the Kenyan energy access market

has attracted significant new debt facilities for established SSPs. On the other hand, emerging SSPs still face a

working capital gap, but need capacity building and time to become investment ready. As a demand driven product,

these two factors have caused challenges for deploying the KOSAP SSP Debt Facility.
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The structure of the KOSAP Debt Facility has created further challenges for deployment as it restricts the

responsiveness of the facility to market dynamics and borrower needs. This includes certain terms and conditions

of the debt facility (e.g. geographic limitation to the l4 counties) as well as additional requirements that arose post

project launch (e.g. Sub-ERPAs). Delayed RBF awards have also contributed to a delayed deployment of debt.

Furthermore, the KFM has learned many lessons from completing its first transaction with Pawame on how to

make future transactions more efficient; the Pawame closing process took l2 months.

Initially, the KFM envisioned that it would be able to deploy USD 30M within the first three years.

In January 2019, the KFM presented a deployment schedule:

Overall, working with SSPs on debt has been challenging due to both the competitive investment landscape and

inherent facility structure hurdles. The total debt pipeline amounted to about $29,425,000, but only one loan was

approved, of US$ 500,000, of which only KES was disbursed.

o 2019: Without RBF payments, KFM had to engage with companies already present in KSTs and finance

their existing receivables. They included D.light, Greenlight Planet, Azui, M-Kopa and Pawame.lt

succeeded to get credit approval for 1 emerging, Pawame, but needed to change terms and conditions of

the debt facility to work with the established SSPs that exhibited interest (e.g. M-Kopa requiring

unsecured).

o 2020: First RBF facilities were awarded in July 2020. Of all the recipients, 3 additional borrowers

expressed interest in debt, 2 of which were emerging and require more time. Due to low demand the KFM

also reviewed all unsuccessful applications and engaged with 2 additional SSPs (l of which is emerging).

The 2 established SSPs would require changes in the FIM or a timeline extension. Thus out of the 5

"engaged SSPs, only 3 emerging SSPs were probable.

o 2021:The KFM continued to engage with other SSPs who had expressed interest but has been unable to

proceed because (a) require changes in terms and conditions of FIM, had decided to first utilise RBF'

5 5 16No of Facilities C

No of new companles 5 5 11

DeDlorrncnt tzeoo,ooo lz200,ooo t1+300,oo0 t29,GOO,OOO

No of new Emerqlno SSPS 2 4 0

No of rxlstlno Emerolnc SSPS 0 0 2

Averloc Debt $2(x),000 3300,000 $500,000

m.@o ,,.N,N ,,,M,@
0No. nd establlshed companies 3 2

No. exlsung establlshed companies 3

Avcraqc Oebt $2,500,000 $3,000,000 f4,500,000

tr,3oo.,N ,6,0@,NO ttrsoo,No
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don't meet the investment criteria; don't have compete financial information; had been adversely impacted

or decided to scale back expansion due to COVID-I9.

The pipeline output broadly included 105 targeted companies with one transaction (Pawame) that took an

estimated time of l0 Months from the first step of sourcing to disbursement.

r
\-

7
L

,|

7
3

L r
\-'

Key deployment challenges:
i.
ii.

i ii.
iv.

vi.
vii.
viii.

Geographic restrictions of debt funds use within the l4 Counties;
Security requirements for the loans;

Associated loan size limits;
Longer tenor required by companies than available in the project timeline;
Closing project timeline too close for practical implementation;
Loan pricing in the context of the risks;
Additional restrictions - mandatory participation in CDM;
Monitoring and reporting requirements.

Summary of reasons for low demand from established SSPs

The debt pipeline from established SSPs amounted to about $27,000,000. High potential established SSPs were

angaged but declined to proceed with the loan application for various reasons:

SSPs presented to the Pre- Credit Committee (CC)

SSPs taken forward to the credit committee

SSPs received a loan facility
(1 approved and pending disbursement)
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ssP

O.Llght

Grenllqht Planet

M - Kopa

Lon Potdtlal
(usD)

2,000,000

75,000

75,000

200,000

200,000

5,OOO,OOO

5,OOO,OOO

5,OOO,OOO

Perlod englged

Q1 2019 Q4 2O2O

Qr 2Or9 - Q4 2020

Q1 2019- Q4 2O2O

Slx- eyes

Screenlng

Due dlllgence

Stage
Abrndoned

R6a6 for fallure to take up loan

Requlred unsecured flnlnclng. SSP'S would requlre the MOE and all
other lender to thare collateral. They d€llned propo$ls to curve out
KST r<eivables.

SSP requested for unwured l@n.

SSP pledqed all lts assts to Stanblc and other renior lenders, and
was therefore uhable to offer any securlty to other lenderg. The SSP
opted to trke up unsecured loans and deslred flexlblllty ln the use of
funds.

SSP requlred a longer t€nor. Oue to delays from KOSAp, opted to
draw funds from the State Bank of Maurltlus f.clllty (KES 1.68)

SSP deslred to have the faclllty ln the planned USg2Om syndl@ted
faclllty. KFM ldentlfled that thl6 would t ke a long tlre to develop.
and covenants mlght,rot allgn wlth those ln the linplementatlon
manual.
Slnce the syndlc.ted faclllty would have takeo a long tlme to flnallse,
the Azurl team requested that the KOSAP faclllty b€ channelled
through a UK Based SPV. WB dslln€d thls prop@I.

Group restructure after acqulsltlon by Engie led to stalling of
the conversatlon between KFM and SSp

Portfollo collection efficiency dropped substantlally ln early
2O2l due to the COVID lmpact and the Inabillty to grow a
portfollo of new recelvables. Thls led to a breach of the
collection efficlency covenant- The KFM could not recommend
addltlonal funding untll a new equlty round is closed or the
collection efflclency covenant norrnallses

SSP was unable to furnish the KFM with audlted financials year
ending June 2O2L, as well as updates of the Power Pay Africa
app on lts securlty, functlonallty and payment tracking

Bbos Capltal
Kenya Ltd

5,OOO,OOO

Azurl
Technologles

5,OOO,OOO

Loan Fotstlal

Q3 2019- Q4 2O2O Due dllloence

Ql 2019 - Q4 2021

Ql 2O2O- Q4 2O21

Ql 2021- Q4 2021

Credlt
committee
Approved

ssP Perlod engaged Stage Abandoned Reason for fallure to take up loan

Q2 Screenlng

l

i Engle

| 
(Moblsol)

Summary of reasons for low demand from emerging SSPs

Several emerging SSPs were engaged, with debt pipeline amounting to about $2,425,000, but declined to proceed

with the loan application for various reasons:

SSP Loan Potentlal Perlod engaged Reason for fallure to take up loan
Abandoned
Stage

Pawame
(Tranche 2)

Green Innovatlon
Ventures
Enterprlse

Brenhert

Ecollbrlum

Rafode

50,oo0 Credlt
Committee

Pre- Credit
Committee

Ql 2021- Q4 2O2l Due dlligence SSP became unresponslve once the RBF round 2 was awarded

q 2O2O- Q3 2021 Slx- eyes SSP became unresponslve for reasons unknown.

Q4 2O2O- Q3 2O2r Slx eyes 55P received a $400k loan from Nlthlo with a 5096 guarantee
from the USDF grant in July 2O21. Nlthio was of the oplnlon
that they wlll not need money from KOSAP anytlme soon
unless they draw down the entire facillty and expand lt.

xxll



Kenya Olf-Grid Solar Access Project
Annual Report and Financial Statementsfor lheftnancial yeor ended June 30, 2022

SSP

Deeverbits

Loan Potentlal
(USD)

50,o00

Loan Potentlal
(USD)

Perlod engaged Stage Abandoned Reason for fallure to take up loan

Q1 2019 -Q3 2020 Six eyes

Sunvine EA
Ltd

50,000

luplter Energy 50,000

Solar Panda 100,000

Kyrstal
Solution

50,000

Equitorlal
Sunpower

50,000

Ql 2021-Q3 2021 Six eyes

Qr 2019 -Q2 2O2O Screening

Q4 20f9- Ql 2021 Screenlng

Q2 2O2L Screening

The SSP got the approval of a USD 400,000 debt facility wlth
Angaza (SIMA Funds), which accounted for thelr lack of
responsiveness. The facllity would be used to finance their
worklng capltal requirements for Kenya

SSp required more work on capacity bulldlng to furnlsh the
investment team with lnformation to prepare for the credit
committee

SSP products were not llghtlnq global certlfled.

SSP requested for unsecured loan

Sharla compllant faclllty requlred

SSP was not awarded round I RBF thus withdrew interest for
debt

SSP

Reer Akim 50,000

Renaber East
Africa Ltd

50,000

Ql 2021- Q3 2021 Screening

Perlod engaged Stage Abandoned Reason for failure to take up loan

Q2 2019 Screening Sharia compliant facility required

Q1 202r -Q3
2021

Screening SSP lacked track record in the KSTS

Bidhaa Sasa 200,000 Q3 2o2r Screening SSP decided not to expand to KSTS due to risk and
unsuccessf ul RBF application

iv) Indicate the absorption rate for each year since the commencement of the Project.

Absorption rate has been measured based on the total allocation and the disbursements made:

Absorption rate

ww2t fr2vD Nmm xJ2lmmta,B mtgtm

SSPRBF l2m,m0,0m 39373,4n 1s,760,882 55.tyD3 3o/o 50

5,1,18,250 37,046,851 6Yo T/oCCSRBF 5m,0m,m 31.898.601

3,0m,m0,0m t92455t2 0 t924s512 lo/o l%oSSDh
tttffiffi 20h 2o/oTdal 47m,mo,m 9o5I79A mwJn

I)ishurw.rrrntr li)tJ( r)nrlx)nrnl .\lkx:ttirrt \lxrrlrliorrr:rtc \lx)llrtirxlr:rle
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v) List the implementation challenges and recommended way forward.

Debt Facility

1.12. Summary of Project Compliance:

Based on management assessment, there were no instances of non-compliance during the year under review

I Delayed ex post
Payments

Recipients cash flow challenges

Proiect reputation at risk

a

a

a Follow up with IVA and make MOE
aware of the impact

,, Limited
implementation
period

The SSP RBF Recipients will not be able to
implement for 24 months as envisaged due to
KOSAP timelines which have the Project
closing in June 2023.

With this time limitations round 3 of SSP RBF
will not be possible

a

o

Explore with the MOE and the World
Bank the possibility of extending the
Project period for abott24 mounts.

a

J Recipient non-
performance

Funds clawback

Delayed disbursement

KPI not realized

a

a

a

Monitor Recipients performance
(Annual review)

a

4 Supply chain
disruptions due
to COVID-19

Delayed importation & clearance of products
at the point of entry

Products stock out

Low sales

a

a

a

Advice recipients to expand their
products portfolio through change of
product request

a

5 Drought /
Famine

Inflation leading to Low purchasing power

Reduced sales

o

o

a Monitor & advise the Project and
adjust implementation

6 Insecurity Abductions

Limits implementation activities Reduced
working hours

o Work closely with the county
renewable energy officer and the
county administration to monitor the
security situation in counties and
advise.

o

l'.r r.rrl ( orrserprcrrcc/irrr gllct \\ ltr l"orrr:trrl

I COVID-I9 L Restricted travel
2. Low sales by Recipients
3. Job loss, Recipient staffturnover
4. Illness/ Loss of life

l. Reschedule havel meetings
2. Monitor Recipient

performance
3. SNV Social Distancing Plan

(SDP) and GoK euidelines
2 Slow MoE &

WB approvals
I . Delayed implementation of activities

(Capacity Building of companies, MTR
extensions approvals, collaborations
NDA & MOU signage, changes to
implementation manuals etc)

2. Work Plan intemrptions & amendments.
3. Delayed KPIs delivery

1. MoE & WB follow up for
approvals

2. Adjustment to work plans

J Slow debt
deployment

l. Delayed KPI delivery
2. Low sales by Recipients
3. Reduce the ability of emerging companies

to unlock grants especially when they
need debt to pre-finance procurement of
inventory

l. Debt Capacity building for
companies

2. Debt restructure

l{isk
Irlcntilicutiorr #

( orrsr:t;rrencc, inr ;l:tt'tl-r errt \\ ar I"oru:r lrl
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2. Statement of Performance against Project's Predetermined Objectives

The key development objectives of the Project's2018-2023 plan are to:

a. Overall objective: The Project development objective is to increase access to modern energy services in

underserved counties of Kenya.

b. SSP RBX': The overarching objectives of the facility are to support access to lighting Global (now

Verasol)-approved solar home systems across Kenya's underserved counties; to encourage the growth of
earlier-stage and/or local solar companies where possible; and to set a foundation for high-potential solar

operators to access debt investments to further scale operations in these counties.

c. SSP DEBT: The overarching objectives of the debt facility are to support access to lighting global

approved solar home systems across Kenya's underserved counties; to encourage the growth of earlier-

stage and/or local solar companies where possible; to set a market precedent for debt investments in these

geographies; and to preserve GoK capital.

d. CCS RBF: The Clean Cooking Solutions RBF (CCS RBF) Facility established under KOSAP will award

a total of USD 5 million in awards to incentivize sector players including manufacture, wholesalers, and

distributors to kick- start the market of higher-tier cooking solutions in Underserved Countries in Kenya.

This subcomponent will support a transition from low-efficiency baseline stoves to cleaner, higher-

efficiency improved stoves.

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors, all the

development objectives were made specific, measurable, achievable, realistic and time-bund (SMART)
and converted into development outcomes. Attendant indicators were identified for reasons of tracking
progress and performance measurement: Below we provide the progress on attaining the stated objectives:

KOSAP Overall objective: The Project
development objective is to
increase access to modem energy
services in underserved counties
ofKenya

N/A N/A N/A

SSP RBF: The overarching
objectives of the Facility are to
support access to Lighting Global-
approved solar home systems
across Kenya's Underserved
Counties; to encourage the growth
of earlier-stage and/or local solar
companies where possible; and to
set a foundation for high-potential
solar operators to access debt
investments to further scale
operations in these counties.

End users in
KOSAP
counties use

multi light,
Lighting
Global
Approved
Solar PV
systems

250,000
solar
systems sold

USD 12

Million
disbursed
out for
Result-based
financing

1.1 million
people
receive
electricity
from off-
grid solar

96,409 SHS sold

KShs.55,134,293
disbursed as part ofthe
ex-ante drawdown.
KShs. I 18,837,773 ex-
post claims made,
awaiting verification
ofsales before
payment is made.

482,045 people
received electricity
through off-grid solar

2.35 MW of power
installed

()utconlc lnrlicator l)crlirrnranccl)roject Oh.jcctir c
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Direct jobs
created.

Per centage
of
households
headed by
women:

17,229 jobs created:
36.3% Female and
63.7%oMale

32%o of female headed
households electrifi ed.
(31,012 households)

SSP DEBT: The overarching
objectives of the Debt Facility are

to support access to Lighting
Global approved solar home
systems across Kenya's
Underserved Counties; to
encourage the growth of earlier-
stage and/or local solar companies
where possible; to set a market
precedent for debt investments in
these geographies; and to preserve
GoK capital.

End users in
KOSAP
counties use
multi light,
Lighting
Global
Approved
Solar PV
systems

250,000
solar home
systems
sold.
USD 30
million
disbursed
out ofdebt
facility.
Direct jobs
created.
l.l million
people
receive
electricity
from off-
grid solar.

Total loan disbursed
(KShs.19.2 million)

Total principal
outstanding KShs.
14.4 million)

Total principal repaid
(KShs.4.8 million)

Number of companies
who have accessed the
debt (l)

Number of
higher tier
stoves
sold:150,000

Per centage
of women
headed
households

Net
additional,
full time
equivalent
jobs

During the period, the
Facility achieved KPIS
were:
1. Number of higher-

tier stoves sold:
150,000:8,128

2. Per centage of
women-headed
households (20%):
38% (3,120 hhs)
(Calculation based
on 2016, KNBS-
Kenya Socio-
Economic Atlas)

3. Net additional,
full-time
equivalentjobs:
147 iobs

CCS RBF: The Clean Cooking
Solutions RBF (CCS RBF)
Facility established under KOSAP
will award a total of USD 5

million in awards to incentivize
sector players including
manufacture, wholesalers, and
distributors to kick- start the
market of higher-tier cooking
solutions in Underserved
Countries in Kenya. This
subcomponent will support a

transition from low-effi ciency
baseline stoves to cleaner, higher-
effi ciency improved stoves

End-users in
selected
KOSAP
counties use
higher tier
cook stoves
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3. Environmental and Sustainability Reporting
The Kenya Off-Grid Solar Access Project (KOSAP) implementation is informed by the need to provide clean

energy access to the underserved counties in Kenya that are not connected to the national power grid. In total

the KFM CCS & SSP RBF Facilities seek to provide access to clean enerry products to over 500,000

households in the 14 marginalized counties of Kenya. These targets portend great environmental benefit

including reduction in the quantity of CO2 emissions from biomass-based energy sources, reduction in forest

degradation due to firewood harvesting and charcoal burning. The KOSAP Facilities have been designed to

foster the inclusion of youth and women as well vulnerable and marginalized groups, households and

individuals who are present in the KOSAP counties. The KFM recipient companies have taken a proactive

approach in developing strategies and approaches on gender equity and social inclusion.

1. Sustainability strategy and profile
KOSAP component 2 continues to deliver on its sustainability impact targets by providing financial
incentives to service providers to facilitate their market entry to the underserved regions of Kenya. To

date, the companies participating in KOSAP have been able to successfully sell over 100,000 clean

energy products of households present in marginalized counties of Kenya. KOSAP as a World Bank-

funded project is has provided opportunities for vulnerable and marginalized communities to access

opportunities and benefits including jobs for youth and women.

2. Environmental performance

During the period both RBF SSP and CCS Recipients made significant progress on environmental and

social safeguards policies compliance requirements for KOSAP. They were also made aware of
safeguards framework governing KOSAP. All the Recipients submitted their safeguards policies.

However not all provided specific environmental and social safeguards plans. The Environmental and

Social consultants have been supporting both SSP and CCS Recipients review and refine the policies

and convert them to action plans as part oftheir sustainable business adoption. The Specialists are also

working to develop child labour policies, labour management policy, GBV guidance notes, GitM
framework and stakeholder policy to support Recipients.

3. Employee welfare
SNV's team of inspired professionals work in many of the poorest countries in Asia, Africa, and Latin
America. With an in-depth understanding of both local context and global challenges, they work hand

in hand with local organisations to build capacity and create the foundations for lasting sustainable

development.

SNV has a diverse team of 1,220 specialists and generalists, nationals and internationals, males and

females, young and more seasoned colleagues, comprising of more than 50 nationalities, our people have

a myriad of hard and soft skills required to implement our Projects. Our staff combine technical

knowledge in Energy, Agriculture, and WASH with the skillset of thought leadership, evidence-based

advocacy and brokering partnerships within political, corporate, and civil communities, at the national

and international level. They do this while ensuring that the interests of people living in poverty prevail.

We believe that there is strength in diversity, so our current global team includes over 50 different
nationalities, with over 90oZ of our professionals being nationals of the country in which they work. This
masks for a lively and highly professional working environment, where local knowledge and

international best practices combine to achieve effective change and innovation.
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We believe in the importance of personal and professional development and offer national and

international career opportunities to those who have strong potential to develop their skills and expertise

in a highly professional and challenging work environment.

Working at SNV is rewarding and inspiring. Our focus on capacity building and our partnerships with

local organisations mean our advisors have the chance to see local communities map out their own roads

to sustainable development based on their tools and interventions.

4. Market place practices-

a) Responsible Supply chain and supplier relations-

The policy is based on the principles of SNV's Code of Conduct and aims to ensure effective

Project implementation. The principles of ethics, effectiveness. open competition, transparency,

and legality apply throughout.

b) Responsible ethical practices

SNV's Contracting and Procurement Policy has been developed to define the minimum conditions

that must be met for contracting and procurement across all SNV's operations, including the

contracting of all partners. It is structured as follows:
. SNV Contracting and Procurement Policy
. SNV Procurement and Contracting of Goods, Works & Non-consultancy Services
. SNV Procurement and Contracting of Consultancy Services
. SNV Contracting Partners.

c) Regulatory impact assessment

This is covered under SNV's contracting and procurement policy.

5. CommunityEngagements

KFM undertook field monitoring visits for meeting with recipients, agents/distributors and end users

in Tana River, Kilifi, Taita Taveta, Turkana, Isiolo, Samburu and West Pokot Counties. Engagement

with Recipients provided insights on current opportunities and challenges of selling cookstoves and

solar products in KSTs. Challenges identified include poor road network and coverage of mobile

network is weak in some regions. Recipients banked on trained local sales teams and good relationship

with county and ward administrators as entry point to boost sales. The KFM also the opportunity to
provide insights to recipients on avenues of increasing sales and more engagements with county

government who are providing a good platform for project implementation.
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4. Statement of Project Management Responsibilities

The Principal Secretary for the Ministry of Energy and the Project Coordinator for Kenya Off-Grid Solar

Access Project are responsible for the preparation and presentation of the Project's financial statements, which

give a true and fair view of the state of affairs of the Project for and as at the end of the financial year (period)

ended on June 30,2022.

This responsibility includes (i) Maintaining adequate financial management arrangement and ensuring that

these continue to be effective throughout the reporting period, (ii) Maintaining proper accounting records,

which disclose with reasonable accuracy at any time the financial position of the project, (iii) Designing,

implementing and maintaining internal controls relevant to the preparation and fair presentation of the

financial statement, and ensuring that they are free from material misstatements, whether due to error or

fraud,(iv) safeguarding the assets ofthe project, (v)Selecting and applying appropriate accounting policies

and (v)Making accounting estimates that are reasonable in the circumstances.

The Principal Secretary for the Ministry of Energy and the Project Coordinator for Kenya Off-Grid Solar

Access Project accept responsibility for the Project's financial statements, which have been prepared on the

Cash Basis Method of Financial Reporting, using appropriate accounting policies in accordance with

Intemational Public Sector Accounting Standards.

The Principal Secretary for the Ministry of Energy and the Project Coordinator for Kenya Off-Grid Solar

Access Project are of the opinion that the Project's financial statements give a true and fair view of the state

ofProject's transactions during the financial yearlperiod ended June 30,2022, and ofthe Project's financial

position as at that date. The Principal Secretary for the Ministry of Energy and the Project Coordinator for

Kenya Off-Grid Solar Access Project further confirm the completeness of the accounting records maintained

for the Project, which have been relied upon in the preparation of the Project financial statements as well as

the adequacy of the systems of intemal financial control.

The Principal Secretary for the Ministry of Energy and the Project Coordinator for Kenya Off-Grid Solar

Access Project confirm that the Project has complied fully with applicable Government Regulations and the

terms of extemal financing covenants, and that Project funds received during the financial yearlperiod under

audit were used for the eligible purposes for which they were intended and were properly accounted for.
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Approval of the Project Financial Statements

The Project financial statements were approved by the Principal Secretary for the Energy and the

2022 andProject Coordinator for Kenya Off-Grid Solar Access Project on

signed by them.

y{'
(5,

Mr. AIex K. Wachira

Principal Secretary

Rodney Sultani

Project Coordinator

Apollonia Ochieng

Project Accountant

ICPAK Member No: 19427
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REPORT OF THE AUDITOR.GENERAL ON KENYA OFF.GRID SOLAR ACCESS
PRoJECT FOR UNDERSERVED COUNTTES (rDA CR. NO.6135-KE) FOR THE
YEAR ENDED 30 JUNE, 2022. MINISTRY OF ENERGY AND SNV NETHERLANDS
DEVELOPMENT ORGANIZATION

PREAMBLE

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

A. Report on the 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 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
Government achieves value for money and that such funds are applied for
intended purpose.

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, the risk management environment, and the internal controls developed
and implemented by those charged with governance for orderly, efficient and
effective operations of the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the
financial year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution,
the Public Finance Management 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 Kenya Off-Grid Solar Access
Project for Underserved Counties set out on pages 1 lo 14, which comprise of the

Report of the Auditor-General on Kenya Off-Grid Solar Access Project for Underserved Counties
(lDA Cr. No.6l35-KE) for the year ended 30 June, 2022 - Ministry of Energt and SNV Netherlqnds Development
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ostatement of financial assets as at 30 June, 2022 and the statement of receipts and
payments, statement of cash flows, the statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies
and other explanatory information in accordance with the provisions of Article 229 of
the Constitution of Kenya and Section 35 of the PublicAuditAct, 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 the Kenya Off-Grid Solar Access Project for Underserved
Counties as at 30 June, 2022, and of its financial performance and its cash flows for
the year then ended, in accordance with International Public Sector Accounting
Standards (Cash Basis) and comply with the Financing Agreement No.6135-KE dated
5 September,2017, between the lnternational Development Association (lDA) and the
Republic of Kenya and the Public Finance Management Act, 2012.

!n addition, the special accounts statement presents fairly the special accounts
transaction, and the closing balance has been reconciled with the books of account.

Basis for Opinion

The auditwas conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). ! am independent of the of the Kenya Off-Grid Solar Access
Project for Underserved Counties Management in accordance with ISSA! 130 on Code
of Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSA! 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.

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflect a receipts budget
of Kshs.521,462,008 and actual on comparative basis of Kshs.143,890,765 resulting
in underfunding of Kshs.377,571,243 or 73o/o. Similarly, the Project spent
Kshs.69,295,237 against an approved budget of Kshs.521,462,008 resulting to an
under absorption of Kshs.452,166,771 or 87o/o of the approved budget.

The underfunding and under expenditure affected the planned activities which may
have impacted negatively on service delivery to the public.

Other !nformation

The Management are responsible for the other information, which comprises the
statement of performance against Project's Predetermined Objectives and
Responsibilities, Statement of Corporate Social Responsibility/Sustenance Reporting

Report of the Auditor-Generql on Kenya OffGrid Solqr Access Project for Underseryed Counties (lDA Cr.
No.6l35-KE) for the year ended 30 June, 2022 - Ministry of Energt and SNV Netherlands Development
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and the Statement of Management Responsibilities. The other information does not
include the financial statements and my auditor's report thereon.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Non-Compliance with the Terms for Subsidiary Agreements

The Ministry of Energy entered into a management consultancy contract with an
lnternational Development Organization for result-based and debt facilities
management on behalf of the Kenya Off-Grid Solar Project. According to the contract,
the period to be accorded to the Solar Service Providers (SSPs) was not to exceed
the management consultancy services period. However, review of subsidiary financing
agreements signed by the consultant in June, 2020 revealed that four (a) SSPs with a
total allocation of Kshs.174,223,339 had their contracts extended to 30 April, 2023
which was later than the consultancy period of 31 May, 2022. The extension was
attributed to the providers' inability to meet the desired targets under the market survey
component.

ln addition, the Management signed new subsidiary agreements in the second phase
of the component with an implementation date of 31 May, 2023, contrary to the
consultancy contact's terms of reference. Further, the Project was expected to end on
30 June, 2023 and therefore, the new contracts did not allow for a one year monitoring
period by the Ministry as required in the financing agreement. The new SSPs may also
not be able to absorb the 10% sustainability funding which is to be deployed upon
verification of functioning of systems and honor of warranties within one year of
deployment.

ln the circumstances, the Management did not comply with the terms of the contract.

2. Non-Compliance the Project's Financing Agreement

The Project financing agreement provides that Ministry of Energy is to implement
component2 of the project which entails Solar Service Providers facility sub-projects,
Debt Facility sub-projects, and Clean Cooking Solution Providers (CCSP) facility sub-
projects.

According to schedule 2, Section 1.D of the agreement, the recipient is required to
prepare and adopt, in form and substance acceptable to the lender, a Project
lmplementation Manual (PlM) and a Facilities lmplementation Manual (FlM), and
thereafter ensure that the Project is carried out in accordance with the arrangements
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and procedures set out in the PIM and the FlM. However, no PIM was provided for
audit in respect of the three facilities implemented under parl2 of the project.

ln addition, a consultant engaged to implement component 2 of the project on behalf
of the Ministry prepared the FlMs. However, no evidence was provided to indicate that
the FlMs were adopted by the recipient and that they were in form and of substance
acceptable to the lender, the !nternational Development Association (lDA).

ln the circumstances, Management did not comply with terms of the financing
agreement.

3. Long Outstanding receivable

Review of debt facility agreements revealed that one Solar Service Provider with debt
facility under the project signed on 29 September,2020 for a commitment funding of
Kshs.50,000,000 al 18% interest per annum was in default. The funds which were to
be utilized in developing solar facilities for households in Undeserved Counties were
disbursed in two instalments with the first disbursement of Kshs.19,245,512 of the
funds released on 11 November,2020, and had maturity date of 30 March, 2023.
However, the provider defaulted on the loan from September,202l when the balance
was Kshs.8,510,207 comprising Kshs.7,217,067 and Kshs.1,293,140.22 in principal
amount and interest respectively.

ln the circumstances, the recoverability of the loan was in doubt.

4. Delay in lmplementation of the Project

As disclosed under Paragraph 1.6 of the Project information, the Project was
earmarked to close on 30 June, 2023. However, Paragraph 1 .10 on funding summary
indicates that the Donor had made a commitment amounting to EUR 42,800,000
equivalent to Kshs.4,700,000,000 as at 30 June 2022. However, actual drawdowns
during the project life amounted to EUR 20,000,000 equivalent to Kshs.2,223,466,000
leaving out Kshs.2,476,534,000 or 53% of committed funds undrawn with only 12
months to project closure. Management did not provide for audit review, mitigation
measures to absorb the remaining funds of secure an extension the project from the
Donor.

ln addition, the Ministry appointed a consultant on 28 November,2018 to implement
on its behalf the results based financing and debt facilities. Review of the contract and
implementation status of the contract revealed the following the following anonalies:

The contract sum for the consultancy services was set at USD 6,081 ,947.28,
inclusive of taxes. However, as at 30 June, 2022, the amount invoiced by the
consultant amounted to USD 1,346,407.62, representing 22.1% of the contract
sum, with only 1 1o/o of the contract duration remaining.

ii. An independent Verification Agent (!VA) was contracted by the Ministry on 17
December,2021 at a cost of USD 1,041,643.35 equivalent to Kshs.98,004,498.
The lVA was review and report on compliance of Solar Service Providers (SSPs)
with the terms of results-based financing and debt facility agreements. However,
the contract was entered into long after commencement of the project on 17
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December, 2021, thereby affecting disbursements by the consultant and
monitoring of compliance by the lVA.

iii. As 30 June, 2022, a total of Kshs.111,426,656 had been disbursed out of
Kshs.2,223,466,000 drawn under the project comprising Kshs.92,181,144 and
Kshs.19,245,512 in respect of results-based financing and debt facility
respectively. The amount disbursed translates to 5o/o of the amount drawn while
78.2% of the project duration had elapsed, and only 2.4o/o of the total budget under
componenl2 of project financing having been absorbed.

iv. A joint technical mission of Ministry of Energy and The World Bank which
conducted an evaluation of the Project in June, 2022 recommended a stop of
further disbursements beyond 31 August, 2022, owing to underperformance of the
debt facility. This therefore, casts doubts on the attainment of project objectives
and the utilization of Kshs.3,000,000,000 initially earmarked for debt facility.

ln the circumstances, the Project's objectives may not be achieved.

The audit was conducted in accordance with ISSA! 4000. The standard requires that
! comply with ethical requirements and plan and perform the audit to obtain assurance
on whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
which 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(1Xa) 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 overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and 2330. The standards
require that I plan and perform the audit to obtain assurance on whether effective
processes and systems of internal control, risk management and overall governance,
were operating effectively, in all material respects. I believe that the audit evidence I

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Cash Basis), and for maintaining effective internal control as Management determines
is necessary to enable the preparation of financial statements which are free from
material misstatement, whether due to fraud or error and for assessment of the
effectiveness of the internal control, risk management and overall governance.
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ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue to sustain its services, disclosing as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or cease operations.

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

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
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

Those charged with governance are responsible for overseeing the Project'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 overall governance and risk management, and ensuring the adequacy
and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report which includes my opinion in accordance with
the provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report
in compliance with Article 229(7) of the Constitution. 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 and weakness 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 addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them and that public resources
are applied in an effective way, in accordance with the provisions of Article 229(6) of
the Constitution, and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overallgovernance processes
and systems in accordance with the provisions of Section 7(1Xa) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose all
matters in the internal control which might be material weaknesses under the lSSAls.
A material weakness is a condition in which the design or operation of one or more of
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the internal control components does not reduce to a relatively low level, the risk that
misstatements caused by error or fraud in amounts which would be material in relation
to the financial statements being audited, may occur and not be detected within a
timely period by employees in the normal course of performing their assigned
functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, ! exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

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

O

a

a

a

a

a

Conclude on the appropriateness of the management's use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions which may cast significant doubt
on the Project's ability to continue to sustain its services. lf I conclude that a
material uncertainty exists, I am required to draw attention in the auditor's report to
the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Project to cease to continue to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Project to express an opinion on the financial statements.

Perform such other procedures as ! consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control which are identified during the audit.

Report of the Auditor-General on Kenya Off-Grid Solar Access Project for Underserved Counties (lDA Cr.
No.6ljS-KE) for the year ended 30 June, 2022 - Ministry of Energt and SNV Netherlands Development
Organization
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I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships
and other matters which may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

16 December,2022

Report of the Auditor-General on Kerya OfiGrid Solar Access Project for Underserved Counties (DA Cr.
No.6l35-KE) for the year ended 30 June, 2022 - Ministry of Energt and SNV Netherlands Development
Organization
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Kenya Off-Grid Solar Access Project
Annual Report and Financial Slalements for the Jinancial year ended June 30, 2022

6. Statement of Receipts and Payments for the year ended 30th June 2022.

The accounting policies and explanatory notes to these financial statements are an integral part of the financial

statements.

t4

Mr. Alex I( Wachira

Principal Secretary

(t

Rodney Sultani

Project Coordinator

Apollonia Ochieng

Project Accountant
ICPAK Member No: 19437

I

202u2022 2020t2021

Receipts Kshs Kshs. Kshs.

Transfer from Govemment entities 2,223,466,000

Miscellaneous receipts I 143,890,765 43,581,597 187,472,361

Total receipts 143,890,765 43,581,597 2,410,938,361

Payments

Purchase ofgoods and servrces 2 26,812,139 11,170,230 37,982,369

Other Payments J 42,483,098 6,231,543 48,714,641

69,295,237 17,401,773 86,697,010Total payments

Fund balance Surplus/ (deficit) 74,595,528 26,179,824 2,324,241352

l{ecei;lts:rntl
l):rl nlcnts

cortlrollctl ln lltc
cn t itt

Iteccipts a rrrl

llar lucnt
controlletl ln thc

e ntitr

('urrrulalirc lo-
tlalc ( Fronr
inccption )

)iole



Kenya OffGrid Solar Access Project
Annual Report and Financial Statements for the tinancial year ended June 30, 2022

7. Statement of Financial Assets as at 30e Jane 2022

The accounting policies and explanatory notes to these
statements. The financial statements were approved on

Mr. Alex IC Wachira

Principal Secretary

form an integral part ofthe financial
2022 and signed by

a hl*d
.c./..........
Rodney Sultani

Project Coordinator

Apollonia Ochieng

Project Accountant

ICPAK Member No: 19427

f inancial Assets

Cash and Cash equivalents

Bank Balances 4 2,258,329,343 2,172,039,719

Total Cash and Cash equivalents 2,258329,343 2,172,039,719

Accounts receivables 5 65,912,009 77,606,105

Total Financial Assets 2,324241,352 2,249,645,824

Represented By

Fund Balance B/fwd. 6 2,249,645,824 2,223,466,000

Pending bills

Prior Year adjustments

Surplus(Deficit) for the Year 74,595,529 26,179,824

Net Financial Position 2,324241,352 2,249,645,824

202U2022

Kshs

2020t2021

Kshs

I)cscriplion Note
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Kenya Off-Grid Solar Access Projecl
Annuol Report and Financial Statements for the financiol year ended June 30, 2022

8. Statement of Cashflow for the ended 30th June 2022

The accounting policies and explanatory notes to these financial form an integral part ofthe financial
2022 and signed by:statements. The entity financial statements were approved on

(s
.^

Mr. Alex IC Wachira

Principal Secretary

Rodney Sultani

Project Coordinator

Apollonia Ochieng

Project Accountant

ICPAK Member No: 19427

J

Cashflow from operating activities

Receipts

I 143,890,765 43,581,597Miscellaneous income

143,890,765 43,581,597Total receipts

Payments

2 (26,812,139) 01.170.230)Purchase ofgoods and services

J (42,483,098) (6,231,543)Other Payments

(17,401,773)Total Payments (69,295,237)

Adjustments during the year

Prior year adjustments

Decrease/(increase) in accounts receivable 7 11,694,096 (77,606,105)

Increase/(decrease) in accounts payable

(77,606,105\Net cash flow from operating activities 86,289,624

Cashflow from investing activities

Acquisition of non-financial assets

Net cash flows from investing activities

Cash flow from financing activities

Proceeds from foreign borrowings

Net cash flow from financing activities

86,289,624 (51,426,281)Net increase in cash and cash equivalents

Cash and cash equivalent at beginning ofthe year 2,172,039,719 2,223,466,000

2,25E329,343 2,172,039,719Cash and cash equivalent at end of the year

2021t2022

Kshs

2021V2021

Kslrs

I)csc rilll iolt \olcs
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Kenya OffGrid Solar Project
Annual Report and Financial Statements for the ftnancial year ended June 30, 2022

10. Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out below:

10.1 Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial reporting

under the cash basis ofaccounting, as prescribed by the PSASB and set out in the accounting policy note

below. This cash basis of accounting has been supplemented with accounting for; a) receivables that

include imprests and salary advances and b) payables that include deposits and retentions. The financial
statements comply with and conform to the form of presentation prescribed by the PSASB. The

accounting policies adopted have been consistently applied to all the years presented.

10.2 Reporting entity

The financial statements are for Kenya Off-grid Solar Access Project implemented by SNV Netherlands

Development Organisation.

10.3 Reportingcurrency

The financial statements are presented in Kenyan Shillings (KShs) and Euro, which are the functional and

reporting culrency of the Project and all values are rounded to the nearest Kenyan Shilling and Euro.

10.4 Recognition of receipts

The KOSAP project recognises all receipts from the various sources when the event occurs, and the related

cash has been received by SNV Netherlands Development Organisation.

D Transfers from the Exchequer
A transfer from the Exchequer is recognized in the books ofaccounts when cash is received. Cash is

considered as received when payment instruction is issued to the bank and notified to the receiving

entity.

iD External Assistance

External assistance is monies received through grants and loans from multilateral and bilateral

development partners.

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of assets

and sale of tender documents. These are recognized in the financial statements at the time associated

cash is received.

5



Kenya Off-Grid Solor Project
Annuol Report and Financial Statemenlsfor lheftnancial year ended June 30, 2022

Significant Accounting Policies (Continued)

iv) Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received. Cash is

considered as received when a payment advice is received by the recipient entity or by the beneficiary.

In case ofgrant/donation in kind, such grants are recorded upon receipt ofthe grant item and upon

determination of the value. The date of the transaction is the value date indicated on the payment

advice.

v) Proceeds from borrowing
Borrowing includes external loans acquired by the Project or any other debt the Project may take and

will be treated on cash basis and recognized as a receipt during the year they were received.

vi) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to funding
for the Project currently under development where conditions have been satisfied or their ongoing

satisfaction is highly likely and the Project is anticipated to continue to completion. An analysis of
the Project's undrawn external assistance is shown in the funding summary.

10.5 Recognition of payments

The Project recognises all payments when the event occurs, and the related cash has been paid out by the

Project.

i) Compensation to employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the period

when the compensation is paid.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are consumed

and paid for. If not paid for during the period where goods/services are consumed, they shall be

disclosed as pending bills.

iii) Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which they incur and

paid for.

iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the period in which the

repayment is made. The stock of debt is disclosed as an annexure to the consolidated financial

statements.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of
acquisition and proceeds from disposal of these items are treated as payments and receipts items,

respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration

6



Kenya Off-Grid Solar Project
Annual Report and Financial Statemenlsfor lheftnancial year ended June 30, 2022

and the fair value ofthe asset can be reliably established, a contra transaction is recorded as receipt and

as a payment.

A fixed asset register is maintained by each public entity and a summary provided for purposes of
consolidation. This summary is disclosed as an annexure to the consolidated financial statements.

10.6 In-kind donations
In-kind contributions are donations that are made to the Project in the form of actual goods and/or services

rather than in money or cash terms. These donations may include vehicles, equipment, or personnel

services. Where the financial value received for in-kind contributions can be reliably determined, the

Project includes such value in the statement of receipts and payments both as receipts and as payments in

equal and opposite amounts; otherwise, the contribution is not recorded.

10.7 Cash and cash equivalents

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

liquid investments with an original maturity of 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.

For the purposes of these financial statements, cash and cash equivalents also include short term cash

imprests and advances to authorised public officers and/or institutions which were not surrendered or

accounted for at the end ofthe financial year.

10.E Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability for at

least twelve months after the reporting period. This cash is limited for direct use as required by stipulation.

Amounts maintained in deposit bank accounts are restricted for use in refunding third part deposits.

Significant Accounting Policies (Continued)

10.9 Imprests and advances

For the purposes of these financial statements, imprests and advances to authorised public officers and/or

institutions which were not surrendered or accounted for at the end of the financial year is treated as

receivables. This is in recognition of the government practice where the imprest payments are recognized

as payments when fully accounted for by the imprest or AIE holders. This is an enhancement to the cash

accounting policy. Other accounts receivables are disclosed in the financial statements.

10.10 Contingentliabilities
A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed only by the

occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the entity; or

b) A present obligation that arises from past events but is not recognised because:

7



Kenya Olf-Grid Solar Project
Annual Report and Financiol Statements for the /inancialyear ended June 30, 2022

i) It is not probable that an outflow of resources embodying economic benefits or service potential

will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities may arise from: litigation in progress, guarantees, indemnities. Letters of
comfort/ support, insurance, Public Private Partnerships.

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.

Annex 5 of this financial statement is a register of the contingent liabilities in the year

10.11 Contingentassets

The Ministry of Energy does not recognize a contingent asset but discloses details of a possible asset

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

not wholly within the control of The Ministry of Energy in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately reflected in the

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

potential 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.

Significant Accounting Policies (Continued)

10.12 Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted goods or

services during the year or in past years. As pending bills do not involve the payment of cash in the

reporting period, they recorded as 'memorandum' or 'off-balance' When the pending bills are finally

settled, such payments are included in the statement of receipts and payments in the year in which the

payments are made.

10.13 Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts classification

basis (except for accounts receivable - outstanding imprest and clearance accounts and accounts payable

- deposits, which are accounted for on an accrual basis), and forthe same period as the financial statements.

The Project's budget was approved as required by Law and National Treasury Regulations, as well as by

the participating development partners, as detailed in the Government of Kenya Budget Printed Estimates

for the year. The Development Projects are budgeted for under the MDAs but receive budgeted funds as

transfers and account for them separately. These transfers are recognised as inter-entity transfers and are

eliminated upon consolidation. A high-level assessment of the Project's actual performance against the

comparable budget for the financial year/period under review has been included in an annex to these

financial statements.

8
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10.14 Third party payments

Included in the receipts and payments, are payments made on its behalf by to third parties in form of loans

and grants. These payments do not constitute cash receipts and payments, and are disclosed in the payment

to third parties' column in the statement of receipts and payments.

10.15 Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic environment
in which the Project operates, Kenyan Shillings. Transactions in foreigrr currencies during the yearlperiod

are convefted into the functional currency using the exchange rates prevailing at the dates of the

transactions. Any foreign exchange gains and losses resulting from the settlement of such transactions and

from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statements of receipts and payments.

10.16 Comparativefigures
Where necessary comparative figures for the previous financial yearlperiod have been amended or

reconfigured to conform to the required changes in financial statement presentation.

Significant Accounting Policies (Continued

10.17 Subsequentevents

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

financial statements for the year ended June 30,2022.

10.18 Prior period adjustments
Prior period adjustments relate to errors and other adjustments noted arising from previous year(s)

9
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11. Notes to the Financial Statements

1. Miscellaneous Receipts

*In December 2021, February 2022 and June 2022 the interest paid into the account is net of withholding tax
of l5%. The interest relates to current account interest and interest from funds on call.
*KFM computations of interest paid indicate that interest income includes Kshs. 4,358,705 overpayment by
KCB..

2. Purchase of goods and services

3. Other payments

4. Bank balances

2,258329343

Total receipts Total receipts Cumulative to date (from
incention)

Kshs Kshs Kshs

Other receipts not classilied
elseryhere

143,890,765 43,581,597 187,472,362

Total 143,890,765 43,581,597 187,472362

202y22 2020tzt
Purchase ofgoods and services 26,812,139 11,170,230

Total 26,812,139 11,170230

I)csc ri;ltion 'fotal anrount in KShs.

202y22 2020t21

Withholding tax on interest earned 42,480,698 6,218,343

Bank charges 2,400 13,200

Total 42,483,098 6231,543

l)csc rilltiolr 'l'olal arnount in KShs.

2022t21 202u20

KShs KShs

l)cscri;ttion -l-otal anrount in KShs

Cash in bank

10

2,172,039,719



Kenya Off-Grid Solar Project
Annual Report and Financial Stotementsfor theftnanciol year ended June 30, 2022

The Project has 3 bank accounts as listed below

4 A. Bank Accounts

Project Bank accounts

5. Ex-ante prepayments

This relates to ex-ante incentives and debt facility issued as at June 30,2022.

5. A. Breakdown of Ex-ante prepayments

Kenya Commercial bank A/C no. 126 366 8569 -
KOSAP-SNV Netherlands Development

2,209,006,598 2,108,703,164

Kenya Commercial Bank A/C no. 127 559 4816 -

KOSAP RBF Facilitv
10,593,320 28,050,708

Kenya Commercial Bank A/C no. 127 559 3437 -
KOSAP Debt Facility

38,729,425 35,285,847

Total 2,258,329343 211721039,719

'l'ol:rl alrrourrl in KShs.

2t)21t22
l)csc l'i;ttion

202U21

2021/22 2020122

ttBF Facility-CcS 25,488,13 I 28,876,951

RBF Facility-SSP 25,989,744 3 1,889,331

Debt Facility 14,434,134 16,839,823

Total 65,912,009 77,606,105

I)csc ripl iorr l'otal itrttount in KSlrs

Kshs Kshs Kshs Kshs Kshs

RBF Facility-CCS
ACE Hybrid Kenya
Limited

4,892,640.00 4,197,855.00 694,785.00 4,892,640.00

Biolite Holding CCS
3.280.250.00

3,280,250.00 3,280,250.00

5,006,440.00 5,006,440.00
Equity Bank Limited

5.006.440.00

Green Light Planet
4.100.000.00

4,100,000.00 4,100,000.00

1,194,950.00 1,487,550.00 146,300.00KWFT CCS 2,682,500.00

Livelyhoods CCS 1,961,000.00 1,826,700.00 134,300.00 134,300.00

4,943,465.00 4,943,465.00MK Light Africa 4,943,465.00

RAFODE Renewable
Enrsv

7,604,300.00 3,599,626.00 4,004,674.00 3,797,300.00

1,836,66',1.00 1,836,667.00RAJ Ushanga House
LiMitEd CCS

1,836,667.00

\a rrre ol'()l'lice r or'
I nslit ution

.\ rrrorr rr t

l)isllu rscrl
l)uc l)atc ol'
Str rre nrlcr

\rttotrrtl
t i tilisr(l

llal:r rrcc

2[21t2022
Ila lu rtce

2$2u21)21

1l
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Annual Report and Financial Statementsfor theJinancial year ended June 30,2022

Solar Intergrated
Aooliances

739,589.00 739,589.00 739,589.00

Total
37,046,851.00 11,558,720.00 25,488,131.00 28,876,951.00

RBF Facility SSP

83 1,307.00 546,693.00 1,378,000.00
Livelyhoods Kenya

1.378.000.00

Mobisol Kenya Ltd 2,471,800.00 2,471,800.00 2,471,800.00

PAWAME Kenya Ltd 1,464,000.00 1,464,000.00 1,464,000.00

1,644,960.00 1,644,960.00 1,644,960.00RAJ Ushanga House
Limited
Solar Integrated
Appliances Ltd

1,098,805.00 1,098,905.00 1,098,805.00

1,329,000.00 645,981.00 683,019.00 683,019.00Solibrium Limited

Azuri Limited 7,567,286.00 6,890,074.00 677,212.00 7,567,286.00

2,720,900.00 2,720,900.00Biolite Holdings
Limited

2,720,900.00

D LIGHT 23,414,782.00 7,502,599.46 15,912,182.54 815,800.54

1,491,072.00 12,044,760.00Green Light Planet
Limited

12,044,760.00 10,553,688.00

Toal 55,134,293.00 29,144,549.46 25,989,743.54 31,889,330.54

Debt Facility

PAWAME 19,245,512.00 4,811,378.00 14,434,134.00 16,839,823.00

G/Total 11.426.656-00 45-514.647.46 65.qr2.008.54 77.606.104-54

N:urte ol' ()l'liccI' or
I rrst it ut ion

..\ lnotr n t
l)isllu rscrl

l)uc l)ltc ol'
Su rrcrtrlcr

,\ rttorr rt I

lrtiliscrl
llrt la nce

2021t2022

li:r lit ncc

202012021

6. Fund balance brought forward

7. Changes in Ex-ante prepayments

202u2022 2020t2021

2,223,466,000Cash in bank 2,172,039,719

Ex-ante Incentives 77,606,105

Total 2249,645,824 2223,466,000

I )e .e liPt iort lolrrl rrrtttrrrrtt in KShs

Opening Pre-payments as at I't July 77,606,104.54 0

65,912,008.54 77,606,104.54Closing Pre-payments as at 30h June

Change in Pre-payments 11,694,096.00 77,606,104.54

2t)21t2022

Kslts

2t)21)t2021

Kslts

I)csc ri;lt iolt

t2
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12.
1.

Other Important Disclosures
Other Pending Payables

Totel 4,711

Overpayment of interest in our own calculations of interest due from KCB by 4"358,705

2. External Assistance

a). External ossistance relating loans and gronts

b) Undrawn external assistance

c) Classes of providers of external assistance

4,711

Kshs Kshs KshsDescription Kshs
Solaria 4.711 4.711

Ilalancc- b/f IrY
2020t202t

Additions lor the
period

Paid during thc

)'car

Ilalartcc c/f I;Y
202U2022

Description Kshs Kshs

External assistance received as loans 2,223,466,000

Total 2,223,466,000

202U2022 1020/102 t

Kshs KshsDescription

External assistance received as loans 2,223,466,000

2,223,466,000Total

202v2022 2020/202 |

Description Kshs Kshs
Undrawn external assistance - loans 2,476,534,000 2,476,534,000

2,476,534,000 2,476,534,000Total

Purpose ftrr rr h ich
thc undraun

exterrral assistance

202v2022 2020/2021

bc used

Description Kshs Kshs

International assistance organization 2,223,466,000
2223,466,000Total

IrY 201U2022 I'Y 2020/2021
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Budgetary
Performance and
control

Effect of COVID l9 affected the Solar users'
purchasing power since the component is

driven by the market forces.

ResolvedUn Deposited
Interest Income in
the Facilities
Account

The Kenya Commercial Bank has deposited
the funds to KOSAP accounts as at 30th June
2022

Purchase of Goods
and services

Payments were reviewed to ensure conformity
with Recipient contract and budgets,
workplans submitted by recipients for Clean
cooking stoves and solar service providers.

Resolved

Inaccuracies in the
Financial
Statements

The variance as per the statement of Receipts
and Payments and as per the statement of
Budget and actual amounts was provided.

Resolved

Unaccounted for
Accounts
Receivables

These amounts are not unaccounted accounts
receivables, but funds duly held by the
Recipients for ongoing expenditure per their
Contracts with MOE. In the RBF Facility
design, to Recipients are not typical debtor-
type receivables to be recovered, but ex-ante
incentives advanced by the Project to the
Recipients for them to expend as per the
project design and the Facilities
Implementation Manual. The Recipients are
accounting for these funds as they implement
in the field, and this will continue being the
case until the end ofthe proiect.

Resolved

ResolvedFailure to appoint
an Independent
Verification Agent
(IVA)

IVA has been onboarded

The project management holds meetings every
month, in addition to field visits, to review the
progress of the Recipients in implementation
of their work plans. The Recipients are
required to report progress and their
expenditures on a quarterly basis. Full
accounting for the advanced funds is expected
by the end oftheir contract term and not on an
annual calendar basis. A

ResolvedDelay in Project
Implementation

Ilcli'rcncc No.
on llre crlcrnal
autl il I{e port

Stat us:

(Rcsttlvcrl t .\'ttl
Rasttlrcl)

lssuc /
()bscn ations l'r'oltt
,\ utlilrlr

N'lanagcrncnl conrnrcn[s

Kenya Off-Grid Solar Project
Annual Report and Financial Statementsfor thelinancial year ended June 30, 2022

13. PriorYearAuditor-General'sRecommendations

G..c
a

Mr. Alex K. Wachira

Principal Secretary

Rodney Sultani

Project Coordinator

Apollonia Ochieng

Project Accountant

ICPAK Member No: 19427
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Solar Project
Financial Stotements For thetinanciol year ended June 30,2022

3f Other Support Documents
Sank Reconciliations statement as at 30th June2022

ii. Gertificate of Bank Balance
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R.port of gNV Netlrrrlondr Dev Bonk olc rr. t269668569 Contr.ol XES

Today, bcing ?h. 30th lurc 2022I 6lorio Ogogo, bcirB o Projccf Firrll.rz. Oflicp,r of SNV lOnyo hovc monitorsd ttc bonk
occount adminirtrcd by myrclf and in so doirg, l{rc followirp is thc cosc:

Opcniry Sohncc ., ot 0I.06.2022
Racciptr Fon f{rc l\onttr
Rcc.ip?t ?ogcthcr rith tha opcnirg bohn cu $ pr bor* book

Expcnditurc or per bonk book

Book Bohncc

Echaca o pcr Bo.k Stat m.nt ddfrd 30.06.20A2

No?cd Diffcrcncc

Rcason for Diffcrtncc

Ourtonding Ch.qcs Ar Pcr Urt

Wifncssad thc:

lccourt hoHcr: ftrJect Flnare Offlcer
i.lomc:Glorio Ogogo

rEs

32,359,E,|O.35

2,19Ep24,E17.90

2,230,364,6aB,2a

2r,t78.oco.

2,209006,598.t5

2,209p06,a9E.t5

0.00

0.00

Apprord: Plnom ond Sqport
Selllcrt llorrgei.

Nlonrc: Pctcr Schokkcr

lor

bctc....3O/06/2022

0

for confrol......-...-

Vo"lflcd: Country llonoger
l.lonc:

for

Drfic...3O /06 / 2022.-......

f'
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R.Frt of SNV i.L?h.rLidr DGv Bank olc to. t275l9l1St Confi.ol fES

Today, bcing fh. 30th lute 2022 I 9lorio O9o9o, bcirE o Projcc? Fimncc Officcr of SNV Kcnyo hovr monitorcd thc bonk
occannl adrninirtrcd by mysclf ard in ro doirg, thc followirg is tlre casc:

Opcniry Bohnce os ot 0IO6.2022

Rcc.iptr For tftc llont{r
R.c.iptt fogc?hr with fhc opcnirg boloncc as pcr bank book

Expenditurc or pCr bonk book

Book Bahncc

Sahncc or pcr 3otk Sfafsnant datcd 30.06.?022

Mtcd Diffcrcnc

Rcoson for Diffcrcncc

orrtodiry 6hcq{a Ar P?r Urt

Witnaegcd thc:

Accotmf holder: ?roJec? Flnorce Offlcer.
Mmc: 6lorio Ogogo

xEs

38,661,898.65

79,442.?5

3E,74t,34090

rr,916.t5

38,729,121.55

38,729.424.4a

0.00

App.ovrd: Flnorce ond Sr"gort
Srrvlcer filonoger

l.lamc : Pctcr Schokkcr

forfor control..,.......-.

Vcdfled: Cornlra [.rlor.r
Ilolml

Dcic-.30/06l2O2?...

f'

tot
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Rrpor? of StW l.lether.hn& Drv Bcr* olc ro. 127 559 4tt6 6onti.ol fEg

Todoy, baing th. 30th Jwe 2O2? I Glorio Ogogo, bcirp o ProJact Fimncc Officcr of SNV Kcnya hcw monitorad thc bEnk
occount odrninirLr.d by mysclf ord in ro doing, tlrc folbriry is thc cosc:

Opcniry &hncc .. at 0L.06.20?2

R.c.ipfr For t'lr llontlr
Rcc.iptt tog.th.r rith I'lrc opaniq bohncs os pcr bor* book

Erpcnditurc os per bonk book

Book Bohnoc

Saloncc or p.r &nk Stotanal dotcd 30.06.2022

i.lotcd Diffcrcncc

Reoron for Diffcrrcncc

otltording Cha$E Ar PGr Urt

Witncsscd thc:

lccoutt? hol&r: fuoji61 Flnotce Offlcer
Mnu:6lo;i6 gg6gq

xEs

!o.574,8m.35

2t129.15

to,496,579.60

3,259.t5

10,593,320.15

10.593,3a0.r5

0.00

0.00

0.00

Appt'orrd: Flno6 od Sr"porf
Srrvlccs nanog.r

i.lonrc: Pclcr Schokkcr

lor

Dotc...3O.O6.202 2..,.........

for control......-..-

Vq"lfled: Couft.tl ,f.i.t r
l{onr:

Datc-.30.06.2022-,.....
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1218 CA 41 BRANCHES
CERTIFICATE OE BATANCE

KCB Bank Limited
(Incorporated in Kenya)

c8RT222850004 5

f,CB PRESTIGE PLAZA NGONG ROAD L2 ogr 2022

certifled that the balance at the cREDrr of KosAp-DEBT FAcrLrTy A

A/C t2-15593437

at the cLose of business on 30 JUN 2022 Was KES

THIRTY EIGHT MIILION SEVEN HUNDRED AND TWENTY NINE THOUSAND FOUR HUNDRED AND T

IGS 38,729, 424.55

K KEN.t' A LID.
Or: KCB BA

ENYA LlD.
NExamined by

F or: Fc gn ch
:4

PR5 ! r lv
Mono.9

2f

E Pi'i 7,J..Hr hr^e li
Mqpeg,eo.€etl,Ia'd Qua1ie\" ;sitlll liance r

4. kcbad. com/BrowserWeb/servlet/B rowserS ervlet 121t0t2022
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1218 CA 41 BRANCHES
CER?IFICATE OF BAIANCE

KCB Bank Limited
(Incorporated in Kenya)

c8RT2228500047

FCB PRESTIGE PLAZA N@NG ROAD L2 ACT 2022

certlfled that the balance at the cREDrr of KosAp-RBr FACrLrry AC

^/c 
L2'155948L6

{t tne cl.ose of buslness on 30 JUN 2OZ2 Was KES

lEN MILLION T.IVE HUNDRED AND NINETY THREE THoUSAND THREE HUNDRED AND TwENTY cE

IGS 10, 593. 320 -15

Ekamined by For: KC B BA
bNY A LID .

oget
PLltli

r
u0n

a
P

Manager Servlce eualltyt$ compliance Ef5ii6t' Manager

I 4.kcbad.comlBrowserWeb/servlet/BrowserS ervlet tzlt0/2022
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