REPUBLIC OF KENYA

OAG i

OFFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

07 LEC B2 <Pt 0

REPORT 14, 4, . “gononses

OF

)
-
Y~ /
W 4

/27 THE AUDITOR-GENERAL

ON

';l
KENYA LIVESTOCK COMMERCIALIZATION

¥ »)

PROJECT (LOAN NUMBER 2000003565
| AND 2000003566

:

f FOR THE YEAR ENDED
| 30 JUNE, 2023

yTATE DEPARTMENT FOR LIVESTOCK
DEVELOPMENT







30 0CT 2043

Revised Template 30" June 2023

A LIVESTOCK COMMERCIALIZATION PROJECT

PROJECT NAME: KENY
(KeLCoP)

TY: MINISTRY OF AGRICULTURE AND LIVESTOCK
DEVELOPMENT,
STATE DEPARTMENT FOR LIVESTOCK D

IMPLEMENTING ENTI
EVELOPMENT

ER: IFAD PROJECT NO: 2000002339;
PROJECT LOAN NO.200000356500;
PROJECT LOAN NO.200000356600;

e

ANNUAL REPORT AND FINANCIAL STATEMENTS

PROJECT GRANT/CREDIT NUMB

FOR THE FINANCIAL YEAR ENDED

JUNE 30, 2023

f

Prepared in accordance with the Cash Basis of Accounting Method under the International Public
Sector Accounting Standards (IPSAS)



Kenya Livestock Commercialization Project (KeLCoP) '
Annual Report and Financial Statements for the financial year ended June 30, 2023

Table Contents Page
1. Acronyms and Glossary U —— ii
2. Project Information and vrall PEHOMMANCR st iii
3. Statement of Performance against Project's Predetermined ODJECHVES wovvvrvssssrsssserresssss xxiii
4. Environmental and Sustainability ————— XXiv
5. Statement of Project Management (@SPONSIDIIES v xxvii
6. Report of the Independent Auditor on Financial Statements for Kenya Livestock

Commercialization Project (KELOOP Y. XXiX
7. Statement of Receipts and payments for the year ended 30th June 2023...coovcmmmemmssereee 1
8. Statement of Financial Assets as at BN JUNG 2023 vovrrrsssssssssssssssssss s 2
9. Statement of Cashflow for the year ended 30" June 1075 YRR P ETU B 3

10. Statement of Comparison of Budget and Actual amounts for year ended 30% June 2023....4

11. Significant ACEOUNING POIGIES. s s 5
12. Notes to the EINANGCIAl SEAEMENLS ..orvrseessssssssessssssssssses s s 12
A3 AINEXES ..ovorrrveeesersssssssssssss s 34



Kenya Livestock Commercialization Project (KelL CoP)
Annual Report and F, inancial Statements Jor the Sinancial Year ended June 3¢ 2023
1. Acronyms ang Glossary of Terms

AWP&B Annual Work Plan and Budget

CBK Central Bank of Kenya

EU European Unjon

EUR Euro

GoK Government of Kenya

ICPAK Institute of Certified Public Accountants of Kenya
IFAD International Fund for Agricultural Development
IPSAS International Public Sector Accounting Standards
KeLCoP Kenya Livestock Commercialization Project
Kshs. Kenya Shillings

MALD Ministry of Agriculture and Livestock Development
NT National Treasury

PFM Public Finance Management

PMCU Project Management Coordination Unit

PSASB Public Sector Accounting Standards Board

Comparative FY Financial year preceding the current financial year.
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2. Project Information and Overall Performance

2.1 Name and registered office

Name

The project’s official name is Kenya Livestock Commercialization Project (KeLCoP).

Objective
Increase incomes of 1 10,000 poor livestock and pastoralist households, especially youth and

women, in an environmentally friendly manner, in selected project areas of the 10

participating counties.

Address
The project headquarters offices are in Nakuru City, Nakuru County, Kenya. The address of

its registered office is: P. O. Box 12261-20100,Nakuru

The project also has offices/branches as follows:
e Baringo County

o Bungoma County

e Busia County

e Elgeyo Marakwet County

o Kakamega County

e Marsabit County

¢ Nakuru County

e Samburu County

¢ Siaya County

¢ Trans Nzoia County

Contacts: The following are the project contacts
P. O. Box 12261-20100,Nakuru

Telephone: (254) 51-2210851

E-mail: pmcu@kelcop.or.ke

Website: www.kelcop.or.ke

iii
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Project information anq overall performance (continued)

2.2 Project Information

Project Start Date-

Project End Date: Project Completion Date: 31st March 2027

Project Closing Date: 30th September 2027

Project Coordinator: Dr. Moses Kembe, PhD

Project Sponsor: International Fund for Agricultural Development (IFAD)

2.3 Project Overview

Line Ministry/State Ministry of Agriculture and Livestock Development
Department of the project State Department for Livestock Development

Project number Project No .2000002339;

Report No. 5382-KE;

Project Loan No.200000356500;
Project Loan No.2000003 56600;

Strategic goals of the The strategic goals of the project are as follows:
project Contribute to the Government's agriculture transformation
Agenda of increasing rural small-scale farmers' incomes, food,

and nutrition security.

Summary of Project Increase incomes of 110,000 poor livestock and pastoralist
Strategies for achievement | households, especially youth and women, in an environmentally
of strategic goals friendly manner, in selected project areas of the 10 participating
counties.
This will be achieved through:

(i) Empowered smallholder farmers and pastoralists

(i1) Increased resilience and ability to cope with climate

risks and enhanced productivity
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(iif)Increased use of ICT by scaling up e-extension models,

e-finance approaches and market information

(iv)Increased commercialization and profitability

(v) Increased capacity of county governments to deal with

the regulatory and policy environment for livestock and

rangeland development

(vi)Proactive policy to attract the private sector.

Project Components: The first component will target the

Other important

background information of | production level, the second will support participation of

the project smallholders in the value chain. The third component will
ensure project coordination, implementation support, the
improvement of the institutional and policy environment and
finance monitoring and evaluation aspects of the project.
Component 1: Climate-smart production enhancement for small
livestock

The component focuses on graduating ultra-poor households
out of poverty through an approach which integrates a
household methodology, Gender Action Learning System
(GALS), with the Graduation Approach as well as building the
capacity of market-oriented women and men small-holder
farmers to increase their productivity, profitability and well-
being.

The Component is supported by the following sub-components,
Sub component 1.1: Integrating Vulnerable HHs into Value

Chains Sub-Component 1.2: Climate Resilient Production

Systems

Component 2: Support to Livestock Market Development
This component is involved with improving market

infrastructure and governance in markets within the project

counties.
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The project beneficiaries: The primary target group will
comprise:

a) Very vulnerable, ultra-poor, mostly women headed

households, pastoralist and agro-pastoralist households;

b) Commercially orientated Pastoralist and agro-pastoralist

households;

c) Young women and men involved in production and

entrepreneurial activity at critical points in the value chain,

The project will also engage with value chain drivers such as

farmers who have the resources to function as;

. Breeders of livestock

. Traders

. Retailers

. Wholesalers

. Private sector companies

. Transporters,

. Private agro-input suppliers

KeLCoP will have a strong focus on the inclusion of women
and youth, marginalized tribes and persons with disabilities.

To directly benefit 110,000 households with a total number of

495,000 people.

. 54% (267,300) direct women beneficiaries
. 30 (148,500) % will be youth beneficiaries
. 5% (24,750) of beneficiaries will be from vulnerable

groups (marginalized tribes, persons with disabilities and

persons with HIV).

Areas that the project was The Livestock sub-sector plays an important role in the Kenyan
formed to intervene economy. The sub-sector is an ideal enterprise to improve

household food and nutrition security, increase incomes, create

vi
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jobs and contribute to sustainable livelihoods of many rural

people living below the poverty line.

Small ruminant and poultry sub-sectors are experiencing low

productivity and narrow profit margins due t0; High cost of

feed, Poor animal husbandry, Poor state of livestock

infrastructure, Limited availability of processing facilities,

Bottlenecks in the supply chain, which hinder efficient

movement of livestock and its product downstream, thus

preventing reciprocal livelihood improvement for people in the

rural areas

Honey production is deemed low, with most of the honey

processed in the country coming from Tanzania, yet it 1s

estimated that there 1s approximately 80% of untapped nectar

every flowering season.

In the last decade, low productivity in the sub-sector was

exacerbated by the increasing severity and frequency of dry

spells and heat waves, punctuated by periods of flooding,

resulting from climate change and climate variability.
Particularly in the ASALs, pastures are degrading, and little
attention is paid to the governance arrangements to protect and
manage them at the community level.

The increased heat stress is reducing water availability,
increasing water scarcity and causing rangeland degradation
and loss of key grazing territory. In turn, farmers are
experiencing lower livestock productivity, increased incidence
of livestock diseases and consequently higher mortality, as well
as reduced grain quality and yields for animal feed.

It is in this regard that the GoK requested IFAD to finance a

livestock project in the high potential and pastoral counties.

Development of concept note was held from 20th August to 2nd

Vil



September 20]2 which informed the IFAD designed mission
which took place from 13th January to 7th February 202¢.

The Internationa] Fund for Agriculture Development (IFAD)
and the Ministry of Agriculture and Livestock Development
(MALD) of the Government of Kenya (GoK) designed a new

project titled the Kenya Livestock Commercialization Project

(KeLCoP). This was done in consultation with participating

counties and other relevant stakeholders in the value chains.

The KeLCoP wil] provide an Opportunity for transformation of

the livestock sector, which can generate major socio-economic

benefits for rural communities in a sustainable manner.

Project duration

viil
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the project:

(i) Central Bank of Kenya
1. National Level Designated Account = A/C No. 1000501798

2. County Level Designated Account — A/C No. 1000542578

(i) Kenya Commercial Bank Ltd,

nt and Coordination Unit, IFAD Loan Operational Fund

1. Project Manageme

Account - A/C No. 1287724450

2. Project Management and Coordination Unit, GoK Operational Account -

A/C No. 1287724035
2.5 Independent Auditor

The project is audited by the Office of the Auditor-General, Kenya

2.6  Rolesand Responsibilities

List the different people who are working on the project. This list would include the project

manager and all the key stakeholders who will be involved with the project. Also, record their role,

their positions, and their contact information.

PRI A e

1. | Moses Kembe Project Coordinator Post Graduate | eralroame naement
: _ Degree and Coordination
2. | Christopher Kingi Financial Controller Post Graduate Management & administration of
| : Degree, CPA(K) | Programme finances
3. | Board Omondi Procurement Specialist | Post Graduate Procurement of works, goods and
4 P e — Degree services
5 tephen Nyakiamo Monitoring and Post Graduate Monitoring and Evaluation of the
. . Evaluation Specialist Degree project activities
5. | Bildad Mghendi Project Accountant Post Graduate Deputise the Financial Controller
Degree, CPA(K) | and assist in the Management &
administration of Programme
finances




Kenya Livestock Comme

Annual Report ang Finan

Winfred Olubaj

S

Livestock Marketing

Geoffrey Ochieng

Felista Njeri

Lui Kirui

Catherine Musembj

Specialist

Specialist

and Safeguards
pecialist

Specialist
Knowledge
Management

Monitoring &

Evaluation Assistant

Administrative
Assistant

Social Inclusion

Environment Climate

Procurement Assistant

cial Statements Jor the

rcialization Project (Kel CoP)
7 e financial yeqy ended June 30, 2023
Augustus Kiema Post Graduate

Livestock Production

Degree

Post Graduate
Degree
Post Graduate
Degree

Post Graduate
Degree

degree

degree

degree

Post Graduate
degree

Under graduate

Under graduate

Under graduate

Technical coordination and
oversight of KeLCop activities
for animal production,
Targeting and Gender and
Nutrition mainstreamin
Environmental, climate and
safeguards oversight.

Marketing infrastructure and
capacity develo pment;
Coordinate and facilitate the
collection, sharing, and
dissemination of various project-
related information.
Supporting the procurement
activities needed for project
implementation,

To assist with the Monitoring and
Evaluation of the project
activities

Management of human resource
and administrative activities

m Nyambura Kinyanjui | Office Secretary Under graduate | Office secretarial services
degree
15. | Benard Mongare Driver High school Driving Project staff on official
Masore certificate duties
16. | Evans Otieno Driver High school Driving Project staff on official
Okumu certificate duties .
17. | Kiptui Cherogony Driver High school Dnying Project staff on official
certificate duties :
18. | Joel Cairus Onyango | Driver Highfschool (Ij)rtiying Project staff on official
certificate uties
S gr);:iiwl(ez;)[agat Driver Diploma ;Drti.ving Project staff on official
i uties
20. g:;:rgll)\,/lnggare Driver High school Driying Project staff on official
Masore certificate duties :
21. | Candy Cheptoek Messenger Hig!l school Office support services
Kachuwai certificate
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(i) Budget performan

2.8

‘?udget performance against actual

mmercialization Project (KeLCoP)
nents for the financia

overall performance (continued)

Summary of Overall Project Performance:

amounts for FY2021/22

| year ended June 30, 2023

ce against actual amounts for current year and for cumulative to-date.

LPafyments

j 184,974,800

Budget Utilization
Item Final Budget Actual Absorption Rate
Difference
a b c=a-b d=b/a %
Receipts T184,974,800 rl 00,985,320 83,089,480
100,406,706 84,568,095 54% \

Budget performance against

actual amounts for current year 2022/23

~

Budget Utilization
Item Final Budget Actual Absorption Rate
Difference
Receipts 953,030,000 | 752,006,082 201,023,919 79%
Payments 953,030,000 \ 544,742,070 408,287,930 57%

Budget performance against actual amounts cumulative to-date.

. Budget Utilizati

Item Final Budget Actual udget Utilization Absorption Rate
Difference

Receipts 1,138,004,800 | 852,991,402 285,013,398 75%

Payments 1,138,004,800 | 645,148,776 492,856,024 57%

Xiii
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(i) Physical progress based on outputs, outcom

Table 2.8: Overall Project Performance Summary

the financial year ended June 30, 2023

es, and impacts since project commencement

:Jit ;l‘arge l‘:‘/‘l’ AWP Budget [ Expenditure % Comments
Y Expend
: iture
Cl Climate-Smart % :
Production . 100 67% 471,265,350 148,397,480 [ 31% | GOK/IFAD Overall
Enhancement physical achievement and
for Small financial absorption
Livestock
(67] Support to 9 -
ri v’;‘; e % 100 91% 29,870,400 31,665,335 [ 106% | GOK/IFAD Overal]
Market physical achievement and
Development financial absorption
C3 Project 9
Mansgezass w100 S6% | 35894250 | 325,588,003 | 93% | GOKIFAD Grai
and physical and financial
Coordination absorption a
Total IFAD R °
evenue %o 100 88% 853,030,000 505,650,818 59% | IFAD overall physical
achievement and funds
bsorption
Tot = a
ofal GOK-Cash % 100 67% 100,000,000 39,728,925 40% | GOK overall physical
achievement and funds
absorption
Total GOK-Tax : % 100 [ 0% 9,408,625 0 0% | Project is Tax exempt
Im: 1(;; K- In-lind 2 100 | 100% 34,548,000 34,548,000 | 100% | GOK contribution in King
kj(')]t;z eneficiaries — In- % 100 ! 100% 1,400,000 1,400,000 100% Beneficiary contribution in
Kind
TOTAL % 100 ’ M% 998,386,625 581,327,743 58% | GOK/IFAD Overall
absorption
KeLCoP Progress Report FY 2022/2023 Per Component
Table Overall Component 1 Performance Summary
C1
Ref: code Unit | Target Achie | % Phy | AWP Budget Expenditure | % Comments
ved Expen
diture
01.01 Integrating Y% 100 100 52% 228,159,450 55,421,769 24% | Activities undertaken under
Vulnerable this sub component include:
Houscholds into Participatory rural appraisal
Value Chains and trainings, beneficiary
listing and county/ community
sensitization meetings;
Nutrition training for manual
development and Technical
backstopping
01.01.02-1 Sclection of No 40 40 100% The selection of working area
project areas was concluded in Feb- March
2022
01.01.02-2 Identification of | HHs 110,000 | 110,0 100% 39,000,650 20,857,420 53% | Identification of project
project 00 beneficiaries and household
beneficiaries and listing was done and concluded in
household listing two phases and a total of 110,000
: Households have been listed as
potential project benceficiarics
ici 100% 3,653,000 3,499,000 96% | PRA has been conducted in the
e g?l::‘l:lxnp‘};)rrayisal e ! ! ' ) all KeLCoP working areas to
prioritize community needs with
ToT workshop respect to the small livestock
value chains.
- N 40 40 100% 32,640,600 18,989,800 58% | 40 PRAs conducted; 40
orones R‘:l::;lxntorr;};snl ° ’ Community Action Plans
PP developed

X1v
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01.01.04-2

Thematic
workshops and
training

No

01.01.06-2

01.02

Nutrition
training for
manual
development

7,300,400

7,085,029

97% | 1 sensitization workshop on the
targeting stratcgy was held in
October 2022 and targeting tools
developed

No

Climate
Resilience
Production
Systems

10

5,108,600

57%

01.02.01-01

01.02.03-2

01.02.01-05

Assessment of
breed
multiplication
centres, countics
and elite
breeders

No

Technical
Assistance

feed strategy

County livestock

No

01.02.04-2

Certificate
training for
agrovet as
paravets for
young mcn and
women

| 1 100%
1 | 100%
0

2 2

r 4,990,520

155,792,500

8,519,785

61,816,480

8,431,255

98% | A total of 48 county staff (19
male ,23 female, 2 male youth
and 4 female youth) were trained
in Agri-nutrition sensitive
agriculturc and 10 county specific
nutrition guidelines were
developed in May 2023. Agri-
nutrition sensitive agriculture
strategy was also developed.

20% | Activities undertaken under

this sub component include:

Capacity nceds asscssments for

livestock improvement,

livestock breeding, bee keeping,
animal health, bee keeping
organizations and livestock
feeds. Development of BQ's for
water infrastructure and
livestock structures and

Training of selected youth from

project countics on Animal

health certification. Also,
development of Small
ruminants and chicken animal
nutrition strategy, procurement
of smart devices for disease
surveillance and monitoring,
development of commurity
breed improvement
programmes for small
ruminants and chicken.

6 National govemment LICs

covered, 2 private breeding farms,

3 KALRO, 2 ADC farms and 2

county LICs covered, 10 counties

and 20 individual multiplication
farms/ farmers. The thematic
areas covered included; breeding,
livestock feeds and animal health.

Also, the suitability for water

infrastructures, indicative costs,

designs and drawings for S

counties (Baringo, Elgeyo

Marakwet, Siaya, Samburu and

Marsabit) and 5 breed

improvement centres donc.

99%

894,594

Four (4) community breed

improvement programmes for
dairy goats, meat goats, Sheep for
meat and for Chicken developed

100%

1,178,050

1,178,050

100% | Animal feeds and nutrition

strategies for small ruminants and
chicken developed. 2 draft reports
in place. Input from stakeholders
especially from counties and
others and validation scheduled to
take place the last week of August
2023.

101%

17,274,800

17,147,350

99% | 201 youth (135 M. 66 F) selected
and placed in 4 training
institutions. The reporting date is
on 28th August 2023.

XV
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01.02.04-3 Smart device for | No 100 40 40% 7,515,000 3,006,000 40% | The procured devices to be issu?’
agrovets to beneficiary veterinary service
tracking and providers upon training by DVS
monitoring disease surveillance section,
diseases Training proposed on third week
of August.
01.02.09-1 Development % 1 1 30% Bid evaluation done, No
and maintenance objection granted and Request for
of E-extension Proposal send out
system == 1|
01.03 Project % 100 100% 16,380,000 16,380,000 100% | Salaries for three technical
Technical specialists at PMCU: Livestock
Specialists Production, Social Inclusion and
Environment and Climate
Safeguards
01.04 Capacity % 100 25% 33,436,600 4,234,570 13% | Activities undertaken under this
Building and sub component include: capacity
Technical building workshops and trainings
Support on PRA, nutrition manual and
[FAD workshops
01.06 Maintenance of % 100 54% 37,496,800 10,544,661 28% | Maintenance of Component
Vehicles and vehicles
Motorcycles
Sub Total IFAD Revenue Y% 100 79% 471,265,350 148,397,480 31%
Sub Total GOK-Cash % 100 56% 21,137,740 8,502,432 40%
Sub Total GOK-Tax % 100 0% 7,488,625 0 0%
Sub Total GOK- In-kind %o | 100 100% 34,548,000 34,548,000 100%
Sub Total Beneficiaries — In-kind % I 100 100% 1,400,000 1,400,000 100%
TOTAL % | 100 67% 471,265,350 148,397,480 31%
| Table C2: Overall Component 2 Performance Summary ]
Ref: code Unit | Targ [ Achieved % AWP Budget Expenditure % Comments
et Phy Expend
iture
02.01 Market % 100 100% 14,709,410 14,551,318 99% | The activities undertaken under
[nfrastructure this sub component include:
and Capacity Capacity needs assessments for
Development livestock markets, sale yards,
slaughter houses and
cooperatives. Development of
BQ's for livestock markets and
slaughterhouses.
02.01.01-1 Capacity needs No 100% 5,450,678 4,883,480 90% | Capacity needs assessment done in
assessment for the project counties. A total of 22
proposed livestock markets, and 17 slaughter
livestock facilitics were assessed
markets and
slaughter
facilities and
agrodealers
02.01.01-2 Upgrading % 100 30% 200,000,000 2,867,838 1% | Development of BQ's for market
market infrastructure and slaughterhouses
infrastructure: initiated and being finalized in the
Development of sccond week of August 2023. ESIA
Bills of to follow immediately after
quantities for
livestock
market
infrastructure
and slaughter
facilities
02.01.01-6 [nvestor Forums | No 10 100% 6,500,000 6,800,000 105% | Initial Investor forums conducted in
for private all the 10 project counties
sector
engagement
02.02 Building % 100 95% 9,700,990 10,796,378 111% | The activities undertaken under this
Inclusive Value sub component include: Value
Chains chain analysis for meat goat, dairy
goat, sheep for meat, poultry, and
honey.

XVi
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02.02.03-4 E voucher No 0% | Submitted TOR for no objection to
Support IFAD. Awaiting response. E
voucher guide including packages
have been developed. Validation
will be done in first quarter FY
2023/2024
02.02.01-1 Value chain No 1 100% 9,700,990 10,796.378 111% | value chain analysis for the meat
analysis goaUsheep dairy goats, indigenous
chicken and apiculture donc in May
2023. This included the gross
margins for these value chains.
Market assessment to follow in
September 2023
02.03 Value Chain % 100 100% 5,460,000 6,317,639 116%
Management
Information
System
Establishment Evaluation of the bids has been
ofan E done, no objection for RFP granted
marketing / E and request for Proposal sent out.
extension
platform
02.04 Project % 100 100% 5,460,000 5,460,000 100% | Salary for Livestock Marketing
Technical Specialist
Specialists
02.05 Capacity Y% 100 857,639
Building and
Technical
Support
02.07 Maintenance of | % 100
Vehicles and
Maotorcycles
Sub Total IFAD Revenue % 100 91% 29,870,400 31,665,335 106%
Sub Total GOK-Cash % 100 0 0%
Sub Total GOK-Tax % 100 0 0% ]
Sub Total GOK- In-kind % 100 0 0% J
TOTAL % 100 0 91% 29,870,400 31,665.335 106%
Table C3: Overall Component 3 Performance Summary
Refcode Unit | Targ | Achiev | % Phy AWP Budget Expenditure % Comments
[ et ed Expend
iture
03.01 Policy and % 100 100% 104,700,000 99,668,000 95% | Activities undertaken under this
Institutional sub component include: Support
Support to for the development of Kenya
National and Livestock Master Plan and
County development of liv k
Government regulations for livestock bill
s support
03.01.02-1 Support to % 100 100% 100% 64,000,000 60,678,000 95% | The Project supported the State
livestock Dcpartment of Livestock

master plan
development

Development to support the
Livestock Sector programs in
Kenya through the development of
the Kenya Livestock Masterplan
(LMP), through the training of focal
area persons, county trainers of
trainees, sensitization of
stakeholders, recruitment & training
of cnumerators, actual data
collection in counties, and
monitoring by the technical working
group. (Training and rollout of
household livestock resources
baseline data collection in the four
project counties of Marabsit,
Bungoma, Siaya and Trans Nzoia).
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03.01.01-1 Support to Y% 100 100% 100% 40,700,000 38,990,000 96% | The Project supported the State
regulations Department of Livestock
development Development to support the
activitics Livestock Scctor programs in
Kenya through the development of
livestock sector regulations, through
stakeholder public participation
trainings and workshops
03.02 Project % 100 88% 42,312,978 28,034,120 66% | Activities undertaken under this
Management sub component include: Support
and to at PMCU and counties
Coordination meetings, project launch at
Unit Support counties and start up activities
03.02.01-4 Project % 100 100% 100% 100% | A National Project Launch was held
launch in May 2022
03.02.01-5 SECAP % 100 100% 100% 7.800,000 7,800,000 100% | The consultant who was engaged to
Studies undertake the SECAP study
completed the activity on time,
03.02.01-6 | Accounting % 100 100% 100% 4,850,000 4,850,000 100% | System has been developed
software
procurement
03.02.01-7 | Development | % 100 100% 100% 5,400,000 5,400,000 100% | System has been developed
of M&E/MIS
03.02.01-9 Bascline % 100 100% 100% 9,984,120 9,984,120 100% | The Baseline Study was concluded,
study and the final Report submitted by
the consultant in June 2023.
03.03 Monitoring % 100 100% 86% 45,325,735 42,902,190 95% | Activities undertaken under this
and sub component include:
Evaluation supervision and backstopping,
Unit Support during PRA and county
monitoring support, beneficiary
listing, GOK/IFAD supervision
mission
03.03.01-1 [FAD No 4 100% 100% 2,000,000 1,560,000 78% | The PC, Procurement Specialist,
regional procurement assistant, ECSS and
workshop County project procurement staff
participation attended an ESA training on
mainstreaming SECAP in the
procurcment process in 2nd quarter.
03.03.02-1 IFAD-GOK No 1 1 100% 2,000,000 1,897,000 95% | 1 IFAD/GOK Implementation
implementati Support and Supervision Mission
on and has been conducted and an Aide
supervision Memoir with recommendations and
missions agreed actions
03.03.04-2 Consolidated No 1 1 100% 8,000,000 7.980.000 100% | Annual Work Plan and Budget
annual work consolidation workshop was held
plan and and the FY 2023/2024 AWPB
budget Prepared and has since been
planning approved by PSC and IFAD for
implementation
03.03.15-2 PSC meetings | No 1 1 100% 500,000 467,590 94% | 1 PSC meeting has been held and it
approved the FY 2023/2024 AWPB
03.03.10-2 Development | % 100 100% 100% 16,000,000 15,000,000 94% | Contract has been awarded for the
of knowledge development of Knowledge
management management products for KeLCoP
products
03.04 Capacity % 100 82% 16,062,900 15,997,600 100% | Activities undertaken under this sub
Building and component include: Consultative
Technical forum on Tax heads and iTAX E-
Support filing, exchange visits and IFAD
workshops and ICPAK semi-annual
conference
03.05 Human % 100 93% 59,000,000 59,000,000 100% | Activities undertaken under this sub
Resource component include: Support to
Support human resource recruitments
scrvices and staff salarics
03.06 PMCU % 100 76% 50,707,000 47,880,375 94% | Activities undertaken under this sub

[nfrastructure
and
Equipment

component include: Support to
PMCU infrastructure and
equipment including office
renovations
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33,785,637 32.105,71‘8‘7 95% | Activities undertaken under this sub
component include: Support to
opcrations costs at PMCU and
countics including support for
motor vehicles and motoreycles
maintenance and fuelling

Operational %
Resource
Support

351,894,250 325,588,003 93%
78,862,260 31,226,493 40%

1,920,000 0 0%
0 0 0% L
325,588,003 93% |

351,894,250

Sub Total IFAD Re
Sub Total GOK-Cash
Sub Total GOK-Tax %
Sub Total GOK- In-kind %
TOTAL % 100 86%

(ii) Budget aabsorption rate for each year since commencement of the project.

‘—financial Year Absorption Rate
2021/22 54%
2022/23 57%

(iii) Implementation challenges and recommended next steps.

Challenges
|. Late on-boarding of the key staff — the staff were on-boarded in September 2023

2. Delayed funding — The first trance of funding was received on 30" September 2023. Thus
the project begun implementing the activities for FY2022/23 in the second quarter

Recommendations

1. The key staff once on board took part in their respective roles immediately and managed

to recover some of the lost time.

2. The Project fast tracked the implementation of the activities by engaging all the

stakeholders and fast-tracking procurement processes.
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2.9

Summary of Project Compliance:

tne 30, 2023

The project has complied with Public Finance Management Act, 2012 and its regulations, Public

Procurement And Disposal Act, 2015 and its regulations, Treasury Circulars, and Financing

Agreement. The project is supporting the government agenda for food security and vision 2030.

We have enumerated the compliance of specific legal covenants

their timelines in the table below

in the financing agreement and

{ Table 2.9 :Summary on compliance with le

gal covenants: Status of implementation

[ Section

{ Covenant Target/Action | Complian Remarks
Due Date ce
Status/Dat
e
Section Designated Accounts: The Borrower shall open | Before Complied | Bank Accounts for both
4.01 and thereafter maintain in CBK, two Designated | commencement National and County
Account denominated in EUR for the purpose of levels denominated in
receiving proceeds. EUR opened and
maintained with the
Central Bank of Kenya.
Section Withdrawal to meer start-up costs of the project | Once Complied | The project submitted its
4.02(b) to be from the date of entry into force of the Withdrawal Application
agreement for the release of start-up
e funds.
Section Use of proceeds: The Borrower and each Project | Continuous Complied Withdrawal Applications
4.02(a) party shall use the proceeds of the Loan are submitted based on the
exclusively to finance Eligible Expenditures. agreed activities defined
by categories and AWPB,
No ineligible expenditure
was incurred by the
= Project.
Section Annual Work Plans & Budgets (AWPB): The Continuous Complied | The AWPB js prepared
7.01(b) PMCU shall prepare a draft AWPB for each and approved by the
Project year. National Steering
Committee each financial
year.
Section Project Accounts: The Lead Project Agency 30 days after the Complied Bank accounts for loans
i 7.02(b) shall open and thereafter maintain in a effective date and GOK proceed opened |
i commercial bank, 2 current accounts i and maintained with the
i denominated in Kenya Shillings for receiving Kenya Commercial Bank
H Lomnand GOKproceeds. of Kenya.
i Section 7.03 Availability of Additional Resources: In addition Continuous Complied | The Borrower has
i to the proceeds of the Financing, The provided to the Project
Borrower/Recipient shall make available to the both physical and
Project Parties such funds, facilities, services, financial resources.
and other resources as may be required to carry
out the Project in accordance with 0. g
Section 7.04 | Coordination of Activities: To ensure that the Continuous Complied All activities are

Project is carried out in accordance with Section
7.01, the Borrower/Recipiem shall ensure that
the relevant activities of its ministries,
departments, and agencies, and those of each
Project Party, are conducted and coordinated in

conducted as per the
relevant laws and
regulations.
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accordance with sound administrative policies
and procedures.

Scction Procurement: Procurement of goods, works and | Continuous Complied All procurement activities

7.05(a) services financed by the Financing shall be are conducted as per the
carried out in accordance with the provisions of relevant laws and
the Borrower/Recipient's procurement regulations.
regulations, to the extent such is consistent with
the IFAD Procurement Guidelines. Each
Procurement Plan shall identify procedures that
must be implemented by the
Borrower/Recipient in order to ensure
consistency with the IFAD Procurement
Guidelines.

Section 7.06 | Fraud and Corruption: The Borrower/Recipient | Continuous Complied All Project activities are
and the Project Parties shall ensure that the carried out in a manner
Project is carried out in accordance with the that does not allow fraud
provisions of the IFAD Policy on Preventing and corruption practices.
Fraud and Corruption in its Activities and
Operations, as may be amended from time to
time.

Section 7.08 | Use of Goods and Services: All goods, services, Continuous Complied | All the Project assets are
and buildings financed by the Financing shall be exclusively used for
used exclusively for the purposes of the Project. Project purposes

Section 7.09 | Maintenance: The Borrower/Recipient shall Continuous Complied | All Project assets are
ensure that all facilities and civil works used in continually maintained
connection with the Project shall at all times be and kept in serviceable
properly operated and maintained and that all condition.
necessary repairs of such facilities shall be made
promptly as needed.

Secction 7.18 | Project Completion: The Borrower/Recipient Towards Project i Tobe The borrower will ensure
shall ensure that the Project Parties complete the Completion complied that the implementation of
implementation of the Project by the Project the Project is done before
Completion Date. The Fund and the the completion date.
Borrower/Recipient shall agree on the
disposition of the assets of the Project upon its
completion.

Section 8.03 | Progress Reports: The Lead Project Agency 3 months after Complied | Always submitted.
shall submit to the Fund six-month and the end of the
consolidated annual progress reports on Project | period
implementation.

Section 9.01 | Financial Records: The Project Parties shall Continuous Complied | Being continuously
maintain separate accounts and records per undertaken
consistently maintained appropriate accounting
practices adequate to reflect the operations,
resources, and expenditures related to the
Project until the Financing Closing Date, and
shall retain such accounts and records for at
least ten (10) years thereafter.

Section 9.02 | Financial Statements: The Borrower/Recipient | 4 months after Complied | Project Financial

shall deliver to the Fund detailed financial
statements of the operations, resources, and
expenditures related to the Project for each
Fiscal Year prepared per standards and
procedures acceptable to the Fund and deliver
such financial statements to the Fund within

the financial
year

statements prepared in
conformity with the
Government of Kenya
statutory requirements and
IPSAS Cash basis of
accounting.

xX1




Kenya Livestock Commercialization Project (KeLCoP)
Annual Report and Financial Statements for the Jinancial year ended June 30, 2023

four (4) months of the end of cach
Fiscal Year.

Section Audit of Accounts: The Borrower/Recipient Within 6 Complied Audit of the Project
9.03(a) shall each Fiscal Year, have the accounts months after the Accounts carried out in
relating to the Project audited by independent end of the conformity with the
auditors acceptable to the Fund per auditing financial year Government of Kenya's
standards acceptable to the Fund and the statutory requirements,
Conceptual Framework for Financial Reporting
and Auditing of IFAD-financed Projects and
Related Handbook
Fiscal Year.
Section Audit of Accounts: The Borrower/Recipient Within 6 Complied | Audited report submitted
9.03(b) shall within six (6) months of the end of each months after the within six months after
Fiscal Year, furnish to the Fund a certified copy | end of the the financial year

of the audit report. The Borrower/Recipient
shall submit to the Fund the reply to the
management letter of the auditors within one
month of receipt thereof.

financial year
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3. Statement of Performance against Project’s Predetermined Objectives
Introduction
Section 81 (2) () of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Officer when preparing financial statements of each
National Government entity in accordance with the standards and formats prescribed by the
Public Sector Accounting Standards Board includes a statement of the national government

entity’s performance against predetermined objectives.

Development Objective
Inerease incomes of 110,000 poor livestock and pastoralist households, especially youth and
women, in an environmentally friendly manner, in selected project areas of the 10

participating counties.

This objective will be achieved through:

a. Empowered smallholder farmers and pastoralists

b. Increased resilience and ability to cope with climate risks and enhanced productivity

c. Increased use of ICT by scaling up e-extension models, e-finance approaches and
market information

d. Increased commercialization and profitability

e. Increased capacity of county governments 10 deal with the regulatory and policy
environment for livestock and rangeland development

f  Proactive policy to attract the private sector.

Progress on attainment of strategic development objectives

For purposes of implementing and cascading the above development objectives to specific
gectors, all the development objectives were made specific, measurable, achievable, realistic
and time-bound (SMART) and converted into development outcomes. Attendant indicators

were identified for reasons of tracking progress and performance measurement.
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Below we provide the progress on attaining the stated objectives:

The project has so far reached 3,750 households through participatory approach in which 40

community Action Plans were developed.

| Project | Objective

Outcome i |

_| Performance

e S R

KeLCop | Project Goal:
Contribute to the
Government's
agriculture
transformation
Agenda of
increasing rural
small-scale
Jarmers' incomes,
Jood and

nutrition security

Development
Objective:
Increase incones
of 110,000 poor
livestoclk and
pastoralist HH,
especially youth
and women, in an
environmentally
Jfriendly manner,
in selected
project areas of
the 10
participating
counties.

Outcome 1: Enhanced
poor rural people’s
production capacities

Number of Househol reporting
adoption of new/improved inputs,

technologies or practices
Households reporting an increase in
production

Outcome 2: Strengthen

Households reporting adoption of

the environmental environmentally  sustainable and
sustainability and climate climate-resilient technologies  and
resilience of poor rural practices
people’s economic
activities.
Outcome 3: Enhanced Number of New own Jjobs created
poor rural people’s Proportion  of supported  rural
benefit from market enterprises reporting an increase in
participation | profit

Households reporting  improved

hysical access to markets
Households reporting  improved

hysical access to processing facilities

Households reporting  improved
| physical access to storage facilities

Number of New own jobs created

Outcome 4: Effective and
efficient project
management and
coordination

Management systems

Establishment of project structures 12
national and county level (PSC, PMCU

and 10 Counties)

Recruitment of sujtable qualified 21
roject staff

Development of Financial l

Development of M&E framework and
KM systems

L

4. Environmental and Sustainability reporting

The Project will be implemented in compliance with [FAD’s SECAP
of Kenya’s Environmental Laws. To achieve this, the project has developed an in-depth climate
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developing Indigenous Peoples action plans.

The Project design includes several sustainable environmental management and climate risk
adaptation measures that will help smallholders manage risks. These include: provision of safety
net support; water infrastructure development, to address drought and water scarcity especially for
feed; contingency fund support through the National Government for climate related emergencies
such as desert locusts and drought; support towards governance and rehabilitation of rangelands,
strengthening pests and diseases surveillance and adoption of an integrated pesticides management
plan; and, building smallholder resilience through improved animal husbandry management
capacity, etc. Additionally, the project will mainstream climate resilience, sustainable natural
resource management, as well as ensure environmental and social risks are mitigated in the
prioritized value chains.

The project will also support establishment of climate resilient water infrastructure such as solar-
powered boreholes, sub- surface dams, rock catchments, water pans and shallow wells. The
markets that will be developed under the project will be climate- adapted by; use of durable metal
fencing and roofing, local rock and mortar construction, and appropriate drainage. Interventions
will include hygienic disposal and management of human and animal waste and emphasize green
technology, including solar energy, use of biogas, water efficient technologies and practices, and
strategic location of infrastructure to reduce adverse environmental impacts.

1) Sustainability strategy and profile
The Project is designed in a manner that after its six years implementation period the
beneficiaries will have been capacity built enough to continue with the development agenda of
the Project.

2) Environmental Performance
The project is designed to contribute to the Kenya National Climate Change Action Plan
(NCCAP- 2018-2022), and comply with the IFAD SECAP 2017 guidelines with several
clements, which are directly in support of the prioritized climate change adaptation and
mitigation actions in the NCCAP. All the contracts for consultancy and civil works under the
project will also be undertaken in full compliance with the SECAP guidelines.
The project has therefore developed the compliance instruments, notably; in-depth climate risk
analysis report, an Environment and Social Management Framework (ESMF), an Integrated
Pesticides Management Plan (IPMP) and an Indigenous Peoples Planning Framework and Plan
(IPPF&P). Additionally, the project will implement all the physical investments in compliance
with the National regulators especially National Environment Management Authority
(NEMA), Water Resources Authority (WRA), Kenya Forestry Service (KFS) and the National
Land Commission (NLC).
The farming community members who have been identified and mobilized to benefit from the
project have been sensitized to mainstream Sustainable Land Management (SLM) activities n
their farms, mainly soil and water conservation measures, agroforestry and manure
management. Each beneficiary has committed to grow a minimum of 10 tress (agroforestry/
fruit. Indigenous) in their farms.

3) Employee Welfare

All participating Counties are required to ensure that there is strict adherence to the provisions
of Occupational Safety and Health Act (2007) and the applicable regulations in as far as
employee safety and welfare are concerned. Further, other legal requirements on gender
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cquality, mainstreaming of special needs groups (PLWD’s, marginalized and vulnerable
groups) are adhered to.

4) Market Place Practices
All procurement activities are undertaken in strict compliance to the Public Procurement and
Asset disposal act, 2015 as well as the Bank guidelines to ensure transparency, fairness and
accountability.

5) Community Engagements
The Project is at its initial stage as it is just beginning. In its implementation, the Project will
be directly involved with the community through community groups, community-based
organizations, cooperatives and County staff.
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5. Statement of Project Management responsibilities

The Principal Secretary for the Ministry of Agriculture and Livestock Development, State
Department for Livestock Development and the Project Coordinator for Kenya Livestock
Commercialization 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 ended on June 30, 2023.

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 of the 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 Agriculture and Livestock Development, State
Department for Livestock Development and the Project Coordinator for Kenya Livestock
Commercialization 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 International Public Sector Accounting Standards.
The Principal Secretary for the Ministry of Agriculture and Livestock Development, State
Department for Livestock Development and the Project Coordinator for Kenya Livestock
Commercialization Project are of the opinion that the Project’s financial statements give a
true and fair view of the state of Project’s transactions during the financial year ended June
30, 2023, and of the Project’s financial position as at that date. The Principal Secretary for
Ministry of Agriculture and Livestock Development, State Department for Livestock
Development and the Project Coordinator for Kenya Livestock Commercialization 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 internal financial control.

The Principal Secretary for the Ministry of Agriculture and Livestock Development, State
Department for Livestock Development and the Project Coordinator for Kenya Livestock

Commercialization Project confirm that the Project has complied fully with applicable
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Government Regulations and the terms of external financing covenants, and that Project funds
received during the financial year under audit were used for the eligible purposes for which
they were intended and were properly accounted for.

Approval of the Project Financial Statements

The Project financial statements were approved by the Principal Secretary for Ministry of
Agriculture and Livestock Development, State Department for Livestock Development and

the Project , Coordinator for Kenya Livestock Commercialization Project on

—&?) ’ ’ 0 / 2023 and signed by:

Name: Hon. Jonathan Mueke Name: Dr. Moses Kembe, Name: Christopher Kingi
Principal Secretary Project Coordinator Financial Controller
ICPAK Member No:9467
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Telephone: +254-(20) 3214000 HEADQUARTERS
'i-mail: info@oagkenya.go.ke Anniversary Towers
Website: www.oagkehya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability At

REPORT OF THE AUDITOR-GENERAL ON KENYA LIVESTOCK
COMMERCIALIZATION PROJECT (LOAN NUMBER 2000003565 AND 2000003566)
FOR THE YEAR ENDED 30 JUNE, 2023 — STATE DEPARTMENT FOR LIVESTOCK
DEVELOPMENT

PREAMBLE
| 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 Lawfulness 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 the Government
achieves value for money and that such funds are applied for the intended purpose;
and,

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management, and
governance system 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 of the Auditor-General on Kenya Livestock Commercialization Project Loan Number 2000003565 and
2000003566 for the year ended 30 June, 2023 - State Department for Livestock Development



REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Kenya Livestock
Commercialization Project set out on pages 1 to 34, which comprise of the statement of
financial assets as at 30 June, 2023, and the statement of receipts and payments,
statement of cash flows and 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 Public Audit Act, 2015. | have obtained all
the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Livestock Commercialization Project Loan Number 2000003565 and
2000003566 as at 30 June, 2023 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 Loan Number 2000003565 and
2000003566 between International Fund for Agricultural Development (IFAD) and the
Republic of Kenya dated 16 February, 2021 and the Public Finance Management Act,
2012.

Basis for Opinion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs). | am independent of the Kenya Livestock Commercialization
Project Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | 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 final receipts budget
and actual on comparable basis of Kshs.953,030,000 and Kshs.752,006,082 respectively
resulting to an under-funding of Kshs.201,023,918 or 21% of the budget. Similarly, the

Report of the Auditor-General on Kenya Livestock Commercialization Project Loan Number 2000003565 and
2000003566 for the year ended 30 June, 2023 - State Department for Livestock Development
Z



Project expended Kshs.544,742,070 against an approved budget of Kshs.953,030,000
resulting to an under-expenditure of Kshs.408,287,930 or 43% of the budget.

The underfunding and underperformance affected the planned activities and may have
impacted negatively on delivery of goods and services to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, | confirm that nothing 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

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAls) 4000. The Standard requires that | comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
comply in all material respects, with the authorities that govern them. | believe that the
audit evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, | confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs) 2315 and 2330. The Standards require that | plan and perform
the audit to obtain assurance about whether effective processes and systems of internal
controls, risk Management and overall governance were operating effectively in all
material respects. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Kenya Livestock Commercialization Project Loan Number 2000003565 and
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Financing Agreement Loan Number 2000003565 and 2000003566
between International Fund for Agricultural Development (IFAD) and the Republic of
Kenya dated 16 February,2021, | report based on my audit that:

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;

ii.  In my opinion, adequate accounting records have been kept by the project, so far
as appears from the examination of these records; and,

ii.  The project’s financial statements are in agreement with accounting records and
returns.

Responsibilities of the Management and those Charged with Governance

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

In preparing the financial statements, the 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
the Management is aware of the intention to terminate the projects or to cease operations.

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

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

Those charged with governance are responsible for overseeing the 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
governance and risk management and ensuring the adequacy and effectiveness of the
control environment.
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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
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 that 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 ISSAls 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.

In 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 that 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, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that 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 controls 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.
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As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for 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 controls.

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

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 that may cast significant doubt on the Project's
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| 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 financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that 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.

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

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

o it trhces

AUDITOR-GENERAL

Nairobi

03 November, 2023
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Kenya Livestock Commercialization Project (KeLCoP)

Annual Report and Financial Statements for the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30" June 2023

Financial Assets

Cash and Cash equivalents

Bank Balances

11.A

207,842,626

578,615

Cash Balances

11.B

Cash equivalents (Short-term deposits)

11.C

Total Cash and Cash equivalents

207,842,626

578,615

Imprests and Advances

12

Total Financial Assets

207,842,626

578,615

Financial Liabilities

Third party Deposits and Retention

13

Net Assets

207,842,626

578,615

Represented By

Fund Balance B/fwd.

14

578,615

Prior Year adjustments

15

Surplus/(Deficit) for the Year

207,264,012

578,615

Net Financial Position

207,842,627

578,615

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The financial statements were approved on '9\% \ O T

signed by:

Name: Hon. Jonathan Mueke
Principal Secretary
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