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o

1. PROJEC
1:1 Na

IINFORMATION AND OVERALL PERFORMANCE

e and registered office

Rural Keny# Financial Inclusion-Facility (RK-FINFA)--._

Objective | ’/-’“'7 N
The objec'ive/of the Project--s—increased—rurgl financial - |nclu5|on and green

investment: by ogrlcul#ofe value chain sfokehoners Ieodr\ﬁg to equitable
employmﬁ’r/ oppgﬂd’nl’nes innovative and resilient p“roduc’ﬂon ~sys’rems and
increaséd comes for smallholders, poor and marginalised rural, househQIds women
and youth.| \ \

r-" 74
Address
The ProjectiManagement Unit, RK FINFA ' : k)

j.‘)wecforno’r of Budget, Fiscal and Economic Affairs 1 )

/The Ngttiond@l Treasury, V.
{ P.O Béx 30907 00100, ooy
| Nairobi- Kefiya. ) 'll
' i

| 1‘ Conéqc’rs | , |
ipal STre’rory '

- Prin
|" The k\lcﬁon | Treasury
I Telephone (254) 20 2252299 , '

rl 2 " Projéct Information ‘ P
Facmty St@rt Date The Project Financing Agreement came into force on Jpne

L 02,2022, : F
Fid'.'t;_ilify E#{_Dcfe The Project Completion Date shall be 30 June 2028;.and

the Closing Date shall be 31 December 2028. )
Project\N\L[naqer ... The Project is under the leadership of -M}*/John Kabutha,
( f o ’rhe Project Coordinator. ,_ o

Developmbnr .‘ ' ’rheFocHlTy is ayoned under iEA'D ngn‘ﬁo 2000004121/22.
Partner | ~ T e T TR VL

- L ) '-' ot
- (3 v

i




1.3 Project Overview

Line Ministry/State The Project is under the supervision of the Directorate for the
Department of the Budget, Fiscal & Economic Affairs, under the National
Facility T[?.QSUI’V‘—" T -——"_T'-"T-,""--
e =
Facility Number™ IFAD Logn_No. 2000004121 /22
Goal / /,/’ The Project goal is “Poverty Redl}c;jlon Chnhofe Change
'__./ ' yd Resilience and Improved Livelihoods m‘RuroI Are@s"

(:)t;j';a,chvm// The objective of the facility is mcreosed rural “financial
i P inclusion and green investments by ogncul‘rure volue chain
'_f‘ stakeholders, leading to  equitable employmen’r

g opportunities, innovative and resilient producﬂon sydtems,

and increased incomes for smallholders, poor ‘and
marginalised rural households, women and youth. 4

Other important The Facility consists of the following three Compone"m‘s: i

|

background Vo
inf{)rmoﬁon of the i) PFI Capacity Building for Rural Outreach and Innovation
Facility sub-component is designed for the capacity building E)f

1 participating commercial banks, MFBs and DT-SACC
A) Technical Support (PFI's) to provide rural and agriculture financial services, ‘fo
and Innovation jmplement green investment portfolios, and for effec’nve

Y Services (TSIS) ESM systems. lu
k i) Business Development Services for Agnbusmesses .tmd
"~1 Smallholders (BDS) sub-component is designed to build

MSME and smallholder sustainable investment copécmes
and financial literacy skills particularly tailored TQ,"'reoch
women, youth and marginalized groups.

B) PUF@ ,~w( ‘m( .nt 1) Rural Credit Guarantee Scheme (R-CGS) is designed to
Instrume ,“J . . .. provide arisk sharing mechanism to prqméfe ural outreach
: "xg",,f “innovations and  catalyse  funding. f,rd/m mainstream
fmondcl institutions into the rurolaqn“d qgncul’rure sector.
|i) Gra@n Findnging quh Y (G#F } is.designed to support the
mnoVowe: and. SUSﬁcmdee fremisformation of Kenya's rural
economy. -The GFF wilT “Contribute to the sustainable rural
transformation, growth, and income generation through
alleviating the liquidity constraints of non-bank financial
institutions and micro-finance Banks that are the main
financial service providers to smallholders and rural micro-
enterprises, and by encouraging small-scale farmers and
micro-firms to invest in climate smart and environmentally
C) Enabling Rural friendly activities.

1l
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Enabling Rural Finance Environment aims to promote
policies and institutional arrangements that support the
development of a more conducive operational
environment of the R-CGS and the GFF, therefore, fostering
The.-ecbocﬁy to lmprove'furol financial intermediation. The

e “Project Coordination is aimed-at- -ensuring an efficient and

,,__’

ed

cost- effective use of Facility and- c:omplemen’rory donor
resources fo achieve the development ob;echve

» )
S w.,‘

The Facility is projected to benefif™ L9O 000 "ryral Kenyan
households, including both direct and ind|recf dlients. This
includes direct financial and technical services fo 68,000
households and MSMEs, covering: (i) an estimated 66,000
economically active smallholder households; ‘and (u) 2,000
rural MSMEs engaged in smallholder-inclusive vqlue c\homs

Indirect outreach of the project includes: (i) es’ﬂmé;g’red
32,000 persons through employment in ’rhe Fagility
supported agribusinesses and farms; and (i) 90000

smallholder households through participation in The value
chain strengthened by the supported ogrlbusmes?es The
targeting focus is on low-income, economically active rufal
households, with specific targets on 50 per cent of women
and 30 per cent of youth participation in both capadity
building and financing activities. The Facility! desjgn
provides comprehensive strategies and gwde]mes .'for
poverty, gender and youth targeting. , !

The Project Financing Agreement came into forée on-"June
02, 2022 with a completion date of June 30, 2(())%5. The
financing closing date shall be 31 December, 2028. The
current loan is financed under the IFAD Performange Based
Allocation System (PBAS) 11 with an additional alfocation of
USD 28 million expected from PBAS 12. Ihe first set of the
financial report and statement for the Raral )(enyo Financial

f g , Inclusnon FOC|I|'ry is the year endlng ,30'/June 2023.
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1.4

Bankers

Euro Accounts:
Cenftral Bank of Kenya
Account No. 1000607254

Account No. 1000607262 -~ --

=
-~

Ksh Accounts: '”
HFC Bank .~ -
Account Ne 9783828000

Accoun
y,

0. 9783828002

”

1.5/ Auditors”
Auditor-General
Apﬁ’niversqp;/’ Towers, University Way
R.0. Box, 80084 00100
Nairobi Kenya
[/ Tel: +254 20342330

]

1.6

Key Staff Members

|
| The PMU team is based in Nairobi and is responsible for the Facility management éind
codrdination functions. The following were the key Staff of the PMU dyring fhe
repbr’ring period.

i

Lh
Y

Name

KABUTHA

John

'\ NJER
\"-,Michdgl

e

NEKESA ™. (/S
... Speciafist -

Patrick

MUSYOKA
Philip

Title and Designation
Project Coordinator

Financial Controller

-

4
1

‘.. /SeniorRural Finance

i ] -
- (| -,

Senior Monitoring
and Evaluation
Specialist

Key Qualification
BA (Hons)
(Economics)

MA (Economics)

FA, CPA, BCom
(Hons), MSC
(International
Development),
Master in Public
Policy and
Management
Bachelor of Science,r

Master of Philésb@_ﬁi;;f'"

- - T !

n/Agrculture "

Econemics and
Management

BA (Economics),
University of Nairobi
MA (Economic
Policy
Management), PhD
(Economics).

Responsibilities
Project Coordination
Y

Logistical /
Management of
Project Resoyfces
and Deputising
Coordinajfor

i

~ 4/2" /

‘-..."H'?,"Qf/d, Rural Finance
in Agriculture; - 5

.“‘

Head, Monitoring
and Evaluation
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1.7  Funding iummary‘,/_i'-’

A. Sources
Funding Summ
facility of Eur

) Fuﬁds e N
y: The Facility runs from June 02, 2022 to December 31 »2028. The drawn
OOO re sents 2% of the Focm’ry as shown on the" *Foble below These were

24M|II|orf o’r Fac
Euro/uonor clo.

y design. The USD 24M is consistently translated using The Bonk of Englond
ng spot rate for June 30.

".‘ ‘ .‘.\:L
fSu(:]:gsce Of. &ng/ﬁ;?{:; irnptart Amount Drawn to Date Undrawn closing balance Agscg(r:gtri]ct;h
! - |
Il ‘ “ |
“ | Eur Ksh Eur Ksh Eur Ksh | °o|
|
Loan i i |
. 6,240,000 834,233,088 280,000 37,433536 5960,000 796,799,552 | 4%
208@004121‘.. | ) !
1 ! I Il
) i i |'
Loari , ; #
2000004122 .,{2@?0,000 1,692,530,592 . - 12,660,000 1,692,530,592 }.0/0
. F)
1 | .'l‘ 1 j"
Total Loa'n‘ L : F.
Facility 18,900,000 2,526,763,680 280,000 37,433,536 18,620,000 2489,330,144 . 2%
Government f'f.',:“': A & !
OIRSRyD 21, a,{400 2940992494 2,782,643 372,014,853 19,215,757 21568977641 13%
- ,’ ".'”. P = __.g A f,/
Total SR AT ‘ NN 7 ;
Facility 40,l98,400 5,467,—7.5_9",1_74. il .".‘?”0621’6?7? 4‘09,4:48,|3§9 37835757 5,058,307,785 7%
| T
|
;
i
!
|
| Vi
I
l‘li




B.  Application of Funds

?Application of funds ‘ Amountreceived to date Cumulative amount paid to date SUIIESTICaIANEAE A
et I N e A€ 30,2028)
?Loan currency.}-f,‘:-"_“ Loan currérib;/- T f Lean

E m,g-'. Ksh (Eur) Ksh-.. ( currency Ksh

e " - {-(Eur)
................................... A (A)(B)<B)(AJ(5)(A)(B)
(O N— Loan. 0% | . ol bl e oS AR W
IEAP gggn 1 d/ﬁﬁ} 280,000 37,433,536 264,103 35,308 260} _15,897 2,125,276
JFAD-Loan2,”" SN, T\ - | o AN
Sub Totgl‘__,:’_' S i e /280,000 37 433536 264 103} 35,308, 260 j‘ 15,897 _g ,125,27 276
(ii) Counterparjr E g i
funds o g el e e B il = e 1 N
;Government of Ke'nya ‘ 2,782, 643] 372,014,853 187,571 25,076, 556 2,601,528 346 ’938 297
ATotay ' 3,062,643 409,448,389 451,674 60, 384 815, 2,617,424 Tx 349 063 574
The,'dnfference of Ksh 863,042 between closing unutilised balance and Cash and Cash Equivalents of Ksh 349,926 615 at perlod
enq‘ls asa result of Cumulative Interestincome of Ksh 863,042. '. L

! | v

1.8 Overall Facility Perfformance E

deernment Preparedness and Partners Confidence: The first year of the Project was
gedred towards startup activities that included resources mobilization in line! with [the
Pro;ec’r Design commitments. The total facility at design is estimated at USD 134M The
GoVemmem‘ commitment is USD 24M or about 17.9% compared to [|FAD .Loon
comml’rmen of USD 22M or 16.4%. The difference of USD 88M is to be leveraged wm‘h the
Pc:r’rner Institvfions. Mobilization of Resources in the first year was critical in bunlding up
por’merk confldence during the implementation phase starting July 2023. Accordlp"gly The
Government Resources mobilized during the start up period closed at 99% or Ksh 872.9M of
the budgéted amaunts. In addition to building up the partners confidence, this'enhances
Govemment prepg.tedness during the GFF and RCGS effectiveness in the Th,vr’d quarter of
year 2023/24x “nd B L
i, “ e (_;,/

IFAD Financing: IFAD ﬁnnohcmg perfermed at 19% or Ksh 37.4M. di“’rhe budge’red Ksh 200M.
The performance is aﬁnbufgble to logistical choflengeé \df ASan  effectiveness. The
challenges have been oddre-ssed bs‘ @t Thpend Bf e ﬁnqp,erol year 2022/23 allowing for
the second loan draw down in ﬂ'reffmancmj__yeer‘QO’B/% In line with the Financing
Agreement, the financing of Ksh 37.4 M was applied for startup activities.

Vil



l

]"', RK FINFA's governance structure is as follows: : ’ |

mary of Facility Compliance

1.10 Go'ernance Roles‘d'ﬁa-Respohsfbiiities '

seporofe nd oalance the power between the Project Monogemen’r UnH the Lead
Aggncy (NTY¥ and the Facility Steering Committee, with clear lines of occdunfoblllfy
beiweeru em. RK FINFA recognizes that sound governance crrangemen’rs are
n‘ecessq,ry to support effective financial management and to ensure proper
‘,occoun’ro jlllfy over the use of Facility funds and effective lmplemenfo’rlon

) ] .
U [}

i
!

1.11) Thé Facility Steering Committee (PSC) \ :
The‘FociIi’r‘ steering committee is composed as follows: |

Na
(1., Dr
2. Mr.

e Agency
hris Kiptoo, CBS  Principal Secretary, National Treasury (Chair Person) |
lbert Mwenda DG-BFEA - The National Treasury (Alternate to PS !

National Treasury) !

\amson M. Nguta Kenya School of Agriculture; (Alternate to PS) f

iy 3. $ML
4 I&Z ane Ciaciumia  Central Bank of Kenya (CBK); (Alternate to Goverrjor)
8. 5. Robina State Department for Planning; (Alternate to PS) §
vy Kwd@imboka ; y
6. Ms.Jqckline State Department for Gender (SDfG); (Alfemo’r-é to PS)
“,Makokha
7. Mr. ”hurchlll Amatha State Department for Cooperatives (SDC)//{AITemcte
N Y to PS) (s
8. Dr. ‘$QVI¢1 K,ohufhu Sacco Society Regulatory Au’rhonty 1’§A’SRA)
9. Mr. Lewis Suke ©, o Ministry of Environment & ForesTry {Alternate to PS)
10.  Ms. {Emmo Mburu /27, The National Treasury & Pl’qhnlng (RMD), RMD IFAD
Déqk Offrr:er o L P

1. Ms.Nancy Cho’rero “Assotiation of Mierofinance Institutions (AMFI Kenya)
12.  Dr. Samuel Tiriongo Kenya Bankers Association (KBA)

Mr.John Kabutha RK FINFA Coordinator -Secretary
PSC has @versight responsibility for the Facility and its role include the following:

I Advise the Project and the other RK FINFA implementing partners on policy

issues to ensure that activities undertaken are in line with Facility objectives,
nafional policies and procedures;

viil




During the year, Thiﬁ’_SCf'fﬁé-T—os follows;

Is
2.

/
p/

10.
11.
12.

Encourage coordination with other rural financial sector partners
programmes to build synergies and avoid duplication;

Approve Facility Annual Work Plans and Budget;

Receive and review Facility progress reports.

Name Status Planned Aftendance
e ~_Meetings
Dr. Chtis Kiptoo, CBS~~ Chairperson o, ] N 1
MiAAlbert Mwerida  Alternate 17, ]
yd gl Chairperson ™. "W\
3. /' Mr.Samson M. Nguta  Alternate 1 1
V' Member, PS .
4 Crops
Mgs. Jane Ciaciumia  Alternate ] 1N
Fi Member,
X Governor CBK
Ms. Robina Alternate 1 ] ‘
' Kwamboka Member, PS l
Planning |
Ms. Jackline Alternate 1 1 |
Makokha Member, PS ’
Gender '
Mr. Churchill Amatha  Alternate ] 1 1
Member, PS i
: Cooperatives ]
Dr. David Kahuthu Member, 1 ]
F SASRA !
f\)i‘r,, Lewis Suke Alternate ] : 4
Member, PS 7
1 Environment
“.Ms. Emma Mburu Member, RMD 1 1
) IFAD Desk M
Ms, Ndticy Chotero  Member AMFI 1 T AN
Dr. Sambe)Tiriongo Member KBA 1l
Mr. Johin.Kabutha - Seeretary A N Pt 1

and



1.12 The Projef Management Unit

The Project M¢
Directorate of
running of The

dget, Fiscal and Economic Affairs. PMU is responsible for the day to day
Focnln‘y ond is olso dwecﬂy oceoumiqble To the Director, Financial and

y operohonol responsibility-for RK: FINEA mplemen’rd"hon
“between different arms of government, [FAD, De\/elopmen’r Partners

and prlv > sector orgonlzohons involved in rural finance™ ochvmes

d) Compfation of/RKFINFA Annual Work plan and Budget; o\,

e) Prep{'nre submit comprehensive and informative Foc"ln‘y mplémen’rohon
pregress @nd financial reports fo GOK and IFAD

f) Work wit f on- going IFAD initiatives in the country to establish relevon’r Ilnkoges and
,éfynergig% I

g}'Disbursé 4nd control the flow of funds, under various contractual ond pormershlp

i agreéments; '

i) Monage Facility fmonces prudently and con5|s’ren’r with the GOK ond 1FAD

) En§,ure th@t all subsidiary agreements with the por’ncnpo’rlng financial ms’ﬂ’rumons nd
technical providers are performance-based contracts and that they are TeguITJrIy
nitore@

. : '
f of Perfformance against Predetermined Objectives !

Soment objectives of RK FINFA is increased rural financial mclusnon,- and
ents by targeted value chain stakeholders, leading to equﬁoble
porfunmes innovative ond resilient produc’non systems, and incfeased

=

greeh inve:
emplbymemL

‘n aﬂamment of Strategic development objectives
In line with Se"c IOy 81 ( ) {(f) of the Public Finance Management Act, ZOTQ Th/o’r requires the
entity disclosuré of beﬁormcnce against predetermined obJechves ‘the’key objective for
the Project durihg ’fhe s‘%cfrTUp period-was aligning to the Gov,emmem" Mid Term Plan and
Expenditure Framework (MTEF) Thisowas achieved ’rhrough en.surlng that the Project is
factored in the!MTEF as a Bd‘l‘tom Up! Econpmlc Tromsf‘drmqi&oﬁ ‘Agenda (BETA)in readiness
for roll out in the financial year 2023124 Below-is+heFacility achievement of its strategic
objectives during the year;

f
|
f
|




Strategic Key Deliverables During the Year

Project Objective Outcome Indicator Performance
Facility alignments to the (i)Resources are ring fenced for RKFINFA recognized as RKFINFA classified as BETA +100% Achieved.
MTEF the intended purposes e BETA Progmmr_ng project in MTEF and RKFINFA
P 2 ' s "‘“-f‘_‘,-feleyont policy papers. entrenched in the
./T‘Tﬂ -_':‘:;;;"- . current MTEF as a
'_/‘f/ ' . o * 5 BETA programme.
- "('n) Resource envelop ovdil‘égi-n 2023/24 RKFINFA year T=-|_RKFINFA budgef.a'vzfned in | 100% Achieved.
/ 2023/24 f/.»"" budget availed in the the Appigved 2023/24\ h, 2023/24 budget
/» //’ Development Estimates | printed es’nmqtes -Qvolled in the
_,.-" £ Deyelopment
{ / Eshmhjes
Draft SLimd(ory (// To onboard the implementing Draft Agreements Draft Agreements sent 10 100%. Draft
Agree m()/h and .‘."" partners in the 3¢ quarter of concluded awaiting IFAD for no objection. L /\gncom‘.&‘rm
Imple m?nn ting P mhv‘l 2023/24 (year 1 of the onboarding of zi-;pm:luciei"&.
tmmemr)lh Cong, L!'lde >d implementation) Partners. A-'- 'u
PrOqu’r Implementation Develop a project Project Implementation | receives IFAD no- IOO% IFAD nd
Mosﬁ'uol | i implementation manual to Manual (PIM) objection objeohon recﬁlved
l' ,' guide the implementation of '|
i ; the project. ! |
(L)ﬁfbounimg Project Staff Project Staff are competitively Key Staff on-boarded Staff appointment letters Inte rwe}n proce
recruited. nnqmnp as at Jtm‘
| “ ‘ 30, 2028 |
1. 1‘]5 | Challenges i u'

The ' table below summarises the key challenges encountered during The Fomh’ry
mpl@men’rohon and relevant intervention during the year. !

Chall‘énges "\ Intervention j ;

Under ""‘».,‘The Project Management Unit in collaboration with IFAD 'en’reréé intfo @
Achievement  Working matrix in order fo ensure that relevant staff are onboarded in the
of IFAD first.quarter of the financial year 2023/24. Achievement, Aof this pre-

Financing reff‘%chveness condition will ensure that in line with Jurg 39’ 2023 IFR, the
bUdge’fed loan draw down is availed in the first 9uc[feyof financial year
2023724 Ksh 176,044,700. R -,

- l'_'

i
1 T 3
-t XY

1.16 Social, Enwronmenfal ‘and. Sustmnabﬂ‘lty»’ﬂepomng,

The Facility continue to pursue Soed_bpje&ive’ln line_withThe Government Development
Plans, and is focused to build on sustainable insfruments in mainstreaming rural agriculture
finance. The design of the project is deliberate on the Environmental and Sustainability
objectives. The GFF facility which is an environmental initiative is intentionally designed to
offer a permanent facility for agriculture green rural financing post RKFINFA. Similarly, the
framework for the R-CGS implementation ensure that the rural agriculture continue
receiving financing post RKFINFA through support for an enabling policy framework and
parthers capacity building. Furthermore, the National Credit Guarantee Scheme

Xi



under the first RUral Finance pilot phase.

1.17 Communily Engagements
The Project is community centric. The-faeility fecus is_ on the poverty reduction, climate

established GSE permanent Government Credit Guarantee Scheme was conceived
change resilien

and imggyed’?fvelihoods for the rural cemmunity.
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X STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary, the National Treasury and the Project Coordinator for the Rural
Kenya Financial Inclusion Facility (RK FINFA) are responsible for the preparation and
presentation of the Programme’s finQncial statements, which give a true and fair view
of the state of affairs of the- Fo‘c“hfy for and as at theend of the financial period ended
on June 30, 2023..Fhis responsibility includes (i) Momfornmg adequate financial
management er”ongemen’r and_ensuring ThoT these conﬂnue to be effective
throughout the reporfing perlod (n)Mom’romlng proper occountmg records, which
disclose with reosonobie accuracy at any time the flnonqol posfnbmof the project;
(iii) Designing, mglemenhng and maintaining internal conirols relevonf to the
prepgr‘é’rion angd’fair presentation of the financial statement, ond ensurmg that they
are jfee frommaterial misstatements, whether due to error or fraud; (iv) sofeguordmg
the” assets /Of the programme; (v)Selecting and applying oppropnofe occounhng
policies; ‘and (v)Making accounting estimates that are reosoncble Wn  the
cwcumsténces b
The Pnnapol Secretary, the National Treasury and the Facility Coordmofor for RK 'FINFA
I .accept responsibility for the Project’s financial statements, which have been prepored
" on ’rhe Cash Basis Method of Financial Reporting, using appropriate occoun’rmg
| poholes in accordance with International Public Sector Accounting Standards.) |
i The Principal Secretary, the National Treasury and the Facility Coordinator for RK FINFA
are of the opinion that the Programme's financial statements give a true and fair view
of the state of Programme’s transactions during the financial year ended June 30, 2023
l‘ and' of the Project’s financial position as at that date. The Principal Secretary, fthe
Nohonol Treasury and the Facility Coordinator for RK FINFA further conflrm "rhe
. comple’reness of the accounting records maintained for the Project, which hove ueen
.(el|ed upon in the preparation of the Facility financial statements as weII os the
Gdequmcy of the systems of internal financial control. /
The Prmajpol Secretary, the National Treasury and the Facility Coordinator for RK FINFA
conﬁrm ’rho‘r the Facility has complied fully with applicable Government RegUlations
and, the Ter‘ms of external financing covenants, and that Facility funds recelved during
the fmoncml Vyear/period under audit were used for the eligible purposes for xwhich they
were mfended,ond were properly accounted for. y
Approval ofthe Facility financial statements R W
The Facility- fmoﬁdcﬂ statements were approved by the PrmmpoJ,Séch’rory the National
Treasury and' #he Foclln’ry Coordlnofor for RK FINFA on. Auguﬁ# 15L, 2023 and signed by
them. < o : -4,

A

Dr. Chris Kiptoo, CBS John(Kabutha FA A NJERU Michael
Principal Secretary/ NT Proje¢t Coordinator Financial Controller

ICPAK Member No. 3125

Xiil
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REPORT OF ﬁHE AUDITOR-GENERAL ON RURAL KENYA FINANCIAL INCLUSION

FACILITY (RK FINFA) (IFAD LOAN NO. 2000004121 AND LOAN NO. 2000004122)
FOR THE YEAR ENDED 30 JUNE, 2023 - THE NATIONAL TREASURY

PREAMBLE |

| draw your atfention 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 fin‘ cial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliancé with applicable laws, regulations, policies, gazette notices, circulars,
guidelines'and manuals and whether public resources are applied in a prudent,
efficient, é@conomic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

which consgiders how the entity has instituted checks and balances to guide internal
This responds to the effectiveness of the governance structure, the risk
managemeént environment and the internal controls, developed and implemented by
ged with governance for orderly, efficient and effective operations of the

An unmodifie, 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 re "Iiew.

The three p rts 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 Financé Management Act, 2012 and the Public Audit Act, 2015. The three parts of

the report, whf n read together constitute the report of the Auditor-General.

REPORT ON HE FINANCIAL STATEMENTS
Opinion |

| have auditefl the accompanying financial statements of the Rural Kenya Financial
Inclusion Facility (RK FINFA) (Loan No.2000004121 and Loan No. 2000004122) set out

Report of the Auditor-General on Rural Kenya Financial Inclusion Facility (RK FINFA) (IFAD Loan No. 2000004121
and Loan No. 2000004122) for the year ended 30 June, 2023 - The National Treasury

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

NAIROBI



on pages 1 to 18, 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 o”
significant accounting policies and other explanatory information in accordance with th_
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 the Programme for the Rural Kenya Financial Inclusion Facility (Loan
Nos.2000004121/22 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 Loan Financing Agreement No0.2000004121 and Loan
No. 2000004122 respectively between the International Fund for Agricultural
Development (IFAD) and the Republic of Kenya dated 2 June, 2022 and the Public
Finance Management Act, 2012.

In addition, the special account statement presents fairly, transactions for the year, and
the closing balance has been reconciled with the books of account.

Basis for Opinion

The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of the Rural Kenya Financial Inclusion
Facility (RKFINFA) Management in accordance with ISSAI 130 on 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 judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

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, except for the matter described in the Basis for Conclusion on Lawfulness and
effectiveness in Use of Public Resources section of my report, | 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.

Report of the Auditor-General on Rural Kenya Financial Inclusion Facility (RK FINFA) (IFAD Loan No. 2000004121
and Loan No. 2000004122) for the year ended 30 June, 2023 - The National Treasury
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\
Basis for Jonclusion

Unauthorized Utilization of Reflows Revenue

The statement of receipts and payments reflects receipts from government entities of
Kshs.372,014,853 and as disclosed in Note 9.1 to the financial statements. These funds
were received as reflow funds attributable to participating financial partners in the
Programmeé for Rural Outreach of Financial Innovations and Technologies (PROFIT)
which precéded the RK FINFA Project. However, no budgetary provision had been made
for these receipts.

Although, Management has explained that the reflows were to flow into the new
programme and form part of Government of Kenya counterpart funding, the amounts
ought to have been included in the budgetary estimates for the year before utilization.
This was theérefore contrary to Section 68(a) of the Public Finance Management Act, 2012
which provides that an Accounting Officer for a national government entity, shall be
accountablé to the National Assembly for ensuring that the resources of the respective
entity are used in a way that is lawful and authorised.

The audit was conducted in accordance with ISSAI 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 are in compliance, 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 $N EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVT'RNANCE

Conclusio

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

Basis for Conclusion

require that | plan and perform the audit to obtain assurance about whether effective
processes ‘and systems of internal control, risk management and governance were
operating éffectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Financing Agreements N0.2000004121 and No0.2000004122, | report
based on my audit, that: -

The audit \'Fas conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards

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;

and Loan No. 2000004122) for the year ended 30 June, 2023 - The National Treasury
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ii. Inmy opinion, adequate accounting records have been kept by the Programme,
so far as appears from the examination of those records; and,

iii. The Programme’s financial statements are in agreement with the accounting
records and returns.

Responsibilities of Management and those Charged with Governance

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 control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Programme’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 Programme or to cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements 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 Programme’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 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.

Report of the Auditor-General on Rural Kenya Financial Inclusion Facility (RK FINFA) (IFAD Loan No. 2000004121
and Loan No. 2000004122) for the year ended 30 June, 2023 - The National Treasury
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In addition to the audit of the financial statements, a compliance audit is planned and
performed to &xpress a conclusion about whether, in all material respects, the activities,
financial trangactions 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 theé 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, | onsider internal control in order to give an assurance on the effectiveness
of internal confrols, risk management and overall 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 cantrol would not necessarily disclose all matters in the internal control that
might be matérial 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 rélatively 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 lts inherent limitations, internal control may not prevent or detect
misstatement$ and instances of non-compliance. Also, projections of any evaluation of
eﬁectivenessjto future periods are subject to the risk that controls may become
inadequate bécause 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 ISSAls, | exercise professional
judgement an@ maintain professional skepticism throughout the audit. | also:

e |dentify 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, infentional omissions, misrepresentations, or the override of internal control.

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

e 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 reldated to events or conditions that may cast significant doubt on the
Programme’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 Programme
to cease t% continue to sustain its services.

Report of the A udi%—General on Rural Kenya Financial Inclusion Facility (RK FINFA) (IFAD Loan No. 2000004121
and Loan No. 2000004122) for the year ended 30 June, 2023 - The National Treasury
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o 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 Programme to express an opinion on the financial
statements.

e 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 to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPANa , CBS
AUDITOR-GENERAL

Nairobi

13 October, 2023
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Rural Kenya Financial Inclusion Facility
Annual Report and Financial Statements

For the Finaneiak-Year Ended-30. June 2023

4 STATEMENT OF RECEIPTS AND P

-

Receipts and

K4
" payments
" controlled by
the entity
RECEIPTS Ksh.
Government Entities mm<m3.c_.m 2.1 372.014.853
Grant Revenue 9.2 i
Loan Revenue : 2.3 37,433,536
Other receipts ! i ) 9.4 863,042
!
TOTAL CEIF | 410,311,431
PAYMENTS
Compensation to employees 9.5 28,993,497
Purchase of goods osnw w...mgomm ] 9.6 30,586,298
=
Acquisition of 303-3303n._a,.u_ assefs .. 9.8 805.020
TOTAL PAYMENTS . .,... 60,384,815
SURPLUS/(DEFICIT) ..r.. 349,926,615

The accounting policies Q«ﬂa explanatory notes to these financial statements are an integral part of the z.ﬂmygo_ statements.

Payments
made by
third
parties
2022/2023

Ksh.

> AFMENTS FOR THE YEAR ENDED 30 TUNE 2023

... Receipts
..ww:am:., ?uYBm:R
payEee madé-.by Cumulative to-
controlied N
by e m::m.\.. third ™, date (From
Total Y ~, parties- ,/ Total inception)
2021/022 %
Ksh. Ksh. ™ Ksh. -% Ksh. Ksh.
\ %
372,014,853 - LT W 372,014,853
) ) -»f.l 1..- ) )
_. ..
37,433,536 - - Voo- 37,433,536
4 |
863,042 . - 0= 863,042
410,311,431 . | 311,431
28,993,497 ) O | 28,993,497
' i
30,586,298 ) ) S 30,586,298
... ._
19
805,020 - £ - 805,020
60,384,815 . . - 40,384,815
349,926,615 - Fooa Wy 349,926,615

The financial statements wexe approved on 31 August 2023 and signed by:

S

Dr. Chris Kiptoo, CBS

John(Kabutha

Principal Secretary/ NT

Projeét Coordinator

L}

FA A NJERU Michael

Financial Controller
ICPAK Member No. 3125
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Rural Kenya Financial Inclusion Facility
{ Annual Report and Financial Statements
For the Financial Year Ended 30 June 2023

> STAhEMENT OF FINANCIAL ASSETS AS AT 30 JUNE 2023

\ Note 2023/24 2022/23

| Ksh Ksh
FINANCIAQSSETS =

349926615 v
kil ™
349,928616._ D,
™ Ny
Fotal Finarélél Assets 349,926,615
4 - » "
7 Financidl Ldblliﬂes i Y
'." ~ Third Flarty Deposits and | . " e
! Retehtion v
/' NET/ASSETS 349,926,615 g b
. s :
‘.1 ‘!s : .|
' R?PRESENTFL BY = ,
‘ Fynd Balari¢e B/fwd.(Opening i |
B%glonce) ;
| 4 Prior Year Adjustments r
i! Sdrplus/(D cit) for the Year 349,926,615 - i' | ‘
I' NETFINAN@JAL POSITION 349,926,615 : ‘ '

!

)
{)
1

ting policies and explanatory notes to these financial statements fq"m an
of the financial statements. The financial statements were approyed on

23 and signed by:

. .;;I;;\- abutha FA NJERU Michael
ipal Secretary/ NT Proje¢t Coordinator Financial Controller

Princlpal Secetary/ : ICPAK Member No. 3125

"aj"[.he adco
iqfn:regrgl?p
31" August.,




6 STATEMENT OF CASHFLOW FOR THE YEAR ENDED 30 JUNE 2023

Notes 2022/2023 2021/22
Y Ksh Ksh
CASHFLOW FROM OPERATING ™ o N
ACTIVITIES Pt Tl
Receipts from Qpérating Activities TR,
"l o — T T - "'...'“
Transfer frprf_{'governmenf entities ¥ 9l s g 37,433,536‘-~_’;-., -
. .‘.. . » Lk ..'\4.
Mlsceycfneous recel’pgj_v 9.4 372,8]_1,895 o, .
Totef receipts 410,311,43] o\
ol P Py 43] N -
/. / ."-.,.
S Paymentsfrom Operating Activities
¥ y .
7/ Compénsation of employees 9.5 28,993,497 ) Y
nf .'. '.‘ ll-
Purchase of goods and services 9.6 30,586,298 Noo- X
g Achuisition of assets 9.8 805,020 , S
U ¢ i
i Total Payments 60,384,815 !
i ' i
{ Net cash flow from operating activities 349,926,615 3 l|
' ! : i
| !'Net increase in cash and cash i |
l | equivaient s -] |
, Cash and cash equivalent at i r
| BEGINNING of the year :
; ' Cash and cash equivalent at END of the '
| year 349,926,615 -
|

I

‘T:h)e océgunﬁng policies and explanatory notes to these financial statements fo;fn an

ihj‘egrol part of the financial Statements. The entity financial statements were _.-"l
approved on 31 August 2023 and signed by: '
P A
Dr. Chris Kiptoo, CBS John(Kabutha FA2FA NJERU Michael

P | Secretary/ NT Proje¢t Coordinator Financial Controller
e i . ICPAK Member No. 3125
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8 SIGNIFICANT ACCOUNTING POLICIES

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

8.1 Basis of Prep‘éf&ﬁon Tl
Statement of cgfnpllance and basis of preparation .,
The fmonzfol s’ro’rem_,erﬁs hove been prepared in occorddm;e Wl’rh Cash basis IPSAS
fmoncrgf reporting “Under the cash basis of accounting, as prescnbed by the PSASB
and sét out wyi‘ne accounting policy note below. This cash basis- Of occéunhng has
bee’n supplemented with accounting for; a) receivables that mclude imprests and
safary advénces and b) payables that include deposits and re’renhons The financial
sj"o’remer,}‘rs comply with and conform to the form of presentation prescnbed oy the
PSASB }‘he accounting policies adopted have been consistently opphed fo mll the
‘yeors presented. ] '
"' 8.2 | Reporting entity ' Y
I | '
[ The finonciol statements are for the Rural Kenya Financial Inclusion Facility (ITK FII\]FA)
under National Treasury. ’

“; 8.3 | Reporting currency |

\ The ﬁnoncncl statements are presented in Kenya Shillings (KSh), which is the ﬁmchénol
' ‘and reporhng currency of the Facility and all values are rounded to ’rhe negﬁres’r
[ Kenyc Sh|l||ng ; !

8.4 Recognition of Revenue : .
;
a) _ Recogmhon of receipts -"J
The Fqcm’ry recognises all receipts from the various sources when the evenf OCCuUrs,
and The Focmty hos actually received the related cash. /_,f
(7
i) Trahsfers frJom the National Treasury ) J'"/

l A .‘".. .'.

Transfer from ’rhe Nohopgl Tre;_csury is recogmzed in "l;he books of accounts when
cash is received. Corsh. g5 dohstdeqed asl recewed when payment instruction is
reflected in the Bank Staterants—=. it L

i) Other receipts

These include interest earned from operational bank deposits.



b) Donations and grants

Grants and donations shall be recognized in the books of accounts when cash s
received. Cash is considered as received when a payment advice is received by the
recipient entity or by the bengficiery-in ceseof_grom/donahon in kind, such grants
are recorded upon receipt of the grant item and upon determination of the value.
The date aof the ’rronsﬁ?:hon is the value date indicated on The poymen’r advice.

_,.f P -

c) Undrawn external assistance y

”_/‘ "--\_% RS
An anakysi§ of ThﬁxProgromme’s undrawn external assistanceis,shown'ih, the funding
summdary. |/

8.5 1,": Reg¢ ‘

| Salaries \d Wages, Allowances, Statutory Contribution for employ%es are
' recc?gnize in the period when the compensation is paid. 1
i  Useof goods and services , |

1 i ', | 1‘ |

1 Goods and services are recognized as payments in the period When ." the

‘goods/ser es are consumed and paid for. If not paid for during the period vy'here
goods/‘serv ces are consumed, they shall be disclosed as pending bills.  * /

: i

visition of fixed assets F.

l‘l
L '\
X \

il o Al

The pcymd fon acquisition of property plant and equipment items is not copﬁohzed
The cos’r ‘ O/QGUISITIOH and proceeds from disposal of these items arg treafed as
pcyments Ad receipts items respectively. Where an asset is _qrequrfed in @ non-
exchange® onécrcfﬂon for nil or nominal consideration and the-. ﬁcn'r value of the asset
can be rellcbly es"rabhshed a._contra transaction -is recortied as receipt and as a
payment. A fixed. cssef regls’rer is mom’romed by the Pffqecr dhd a summary register
given as ar annex to the fm‘cnuot s’ToTlemenTS SN _-_,_..f

et o

iv. In-Kind donations
In-kind confributions are donations that are made to the Project in the form of actual
goods andfor services rather than in money or cash terms. These donations may
include vehicles, equipment or personnel services. Where the financial value
received fcy 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.

8.6 Cash and cash equivalents

Cash and cash equivalents compnse cosh on hcnd -and cash at bank, short-term
deposits on call on,d’ﬁ‘ghly liquid investments with an onglm;ﬂ maturity of three months
or less, which ore readily converible-to known.amounts of cbsh and are subject to
insignificant, sk of changesin value. Bank account balances mclude amounts held at
the Cen’r;éi Bank oj,*Kenyo and at various commercial~agnks af the end of the
financigf: year. /E@f the purposes of these financial sToTemenTs cas‘h and cash
equivdlents alse include short term cash imprests and advances fo, oufhorIZed officers
ongl/or mshfu‘nons which were not surrendered or accounted for GT The ehd of the
fll}GnCIO| yefor - 1
i/ Accounis receivable \
‘." For the purposes of these financial statements, imprests and advances to authotized
| officers and/or institutions which were not surrendered or accounted for at the enld of
I the financial year is treated as receivables. ] i
' f f
ii. | Contingent Liabilities '
“ A contingent liability is: I
.‘ a) A possible obligation that arises from past events and whose exw’renc:e will be
g‘, confirmed only by the occurrence or non-occurrence of one or more; unceHom
v future events not wholly within the control of the entity; or !
b) A presen’r obligation that arises from past events but is not recognised beCOUSe
W) |f"-IS not probable that an outflow of resources embodying economic b'enefl'rs
% or service potential will be required to settle the obligation; or
||) The Gmoun’r of the obligation cannot be measured with sufficient rehdblh’ry
Some of conimgen’r liabilites may arise from: litigation in progress ‘guarantees,
mdemnmes Le’r’rers of comfort/ support, insurance, Public PrlvoTePéﬁn rships,
The PrOJec1= ddes “not™ recognize a contingent liability but mscbsés details of any
conhngenmes in 1he nofes to--the financial statements, un1ess, Ahe possibility of an
outflow of resources embodwr\g economic beneﬂfs or S"erOe potential is remote. The
Project did not have onyconhnggenf Ilp‘bll'tles mthe yegp-

R S e



iii. Contingent Assets

does not recognize a contingent asset, but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events nat-wholly within-the control of the Project in the notes
to the financial sTo’remen#s Conhngen’r assets are cssessed continually to ensure that
develop ents are- opproprlofely reflected in the fmonclal statements. If it has
become "ir’ruclhfcerfom that an-inflow of-ecoenomic benefits ot service potential will
arise and The asset's value can be measured reliably, the osser and the related
revenue gfe recogn,ze’d in the financial statements of the penod in wh‘?ch the change

e o ~ hY
occurf,__.,. ; /. N\
iv:{f"" ending bills
7 )
Pénding lills consist of unpaid liabilities at the end of the financial yeqr orlsn‘\.g from
contracfed goods or services during the year or in past years. As pending bills qu not
/involve’” the payment of cash in the reporting period, they are recorded as
/ ‘mem'oro Eum or off balance' items to provide a sense of ’rhe overoll net q:osh

! cettiad, su
l yeor‘mw

Ch payments are included in the sToTemen‘r of receipts and payments m'fhe
ich the payments are made. ;

|

i |
1 The budg“’r is developed ona comparable occoun’rmg basis (cosh b05|s) ‘rhe s@gme

I

sTc;Teme s. The Project budget was opproved as required by Law and Ndhonol
Tregsury egulchons as well as by the participating development pon‘_ﬁers as
de’reuled i ‘the Government of Kenya Budget Printed Estimates for the year. A high-

level qsssmenf of the Programme's actual performance against the compcroble

Annudil, rk Bk}n and budget for the financial year/period under revigw has been
included r dn qnnex ’ro these financial statements. PR £

i l c‘ r'/-‘.?""‘l /
8.8 | xchqnge Rate Differences e NP
The occ‘unhng records ore h'].t]in’ro d' inT Th@funcneﬁol currency of the primary
economi¢ environment in which-the CIIL’QL operofes i.e. Kenya Shillings. Transactions

in foreign currencies during the year/period are converted into the functional
currency wsing the exchange rates prevailing at the dates of the transactions. Any
foreign exchange gains and losses resulting from the settlement of such transactions
and fromithe translation at year-end exchange rates of monetary assets and liabilities
denomin@ted in foreign currencies are recognized in the statements of receipts and
payments.




8.9 Comparative Figures

Where necessary comparative figures for the previous financial year/period have
been amended or reconfigured to conform to the required changes in financial
statement presentation. T T ——

8.10 Subsequenf/Events

o

There have. been no events subsequenf To ’rhe financial yeor/perlod end with a
mgmﬁconj/fmpoc’r on,ffhe financial statements for the perlodaended June 30,.2023.
] / o, ."-.
8. H S 7 Erro;/ )
Matenol pmér period errors shall be corrected retrospectively in the flrsfsef of f{nonaol
sté‘remenfs authorized for issue after their discovery by: i. Restating the comporqhve
amoun’g,ﬁ for prior period(s) presented in which the error occurred; or ii. If the errdr
.occurred before the earliest prior period presented, restating the opening bolonces
i | of assets, liabilities and net assets/equity for the earliest prior period presented. In 'ihe
't period under review no restatement has been made to account for errors or-revmbns
| to the financial statement. ! '

| |
|
[ : ;
| r
L,



9 NOTES TO THE FINANCIAL STATEMENTS

9.1 Transfer#rom Government Entities
1

These represgnt counterpart fundirg from government-and other fransfers as follows:
| o o .
Description . i KSh Ksh A___;..__%Cumulotlve
i - e e -..~to-date
! P e — .
o 2022/23 2021/22 N
Counterpart f ihg rhrougwaﬁonal Treasury "*'x.‘ ‘«
7 -~ b LA
Counterparjtun Quo/rpef 3 37,433,536 - '324433,536\ ‘
A N9
Total bl 37,433,536 - 37433536
the;r%rcnsfers floam Government Entities
Progromme for Rural OuTregch on Financial 372,014,853 372014853
Inqbvohon qnd chnologies Reflows ) 1%
1 ) " Y
Tc'ﬁol (Annex 2) 372,014,853 - 372,014,853 v
| ! | t "a
! ! N B
| 'l »I i
912 Proceeds from Domestic and Foreign Grants | (|
uring the fin@ncial year there were no proceeds from either domestic or foreign grants.
The ’roblb beldw gives the comparative for the prior year. A I
| E. ‘I .l ,‘ !
l. i “ i 1 '!
B} Y Da Amount Grants 3 )
Ndme of ‘recdived received in M received a5 CMONtS J .);
f 3 received  in'. v received in Total amount in KShs ;|
Dohor [Opérational  donor direct : i {
) cash kind ] (¥
i A"c‘c nt) currency payment ; P
2022/23 20';//'22
1 KSh KSh Ksh KSh 4 Ksh
Total - 2 2 - + )
(7
- r "'.’t* /
b - - ':{—'A. I.—‘//
£ o e s B VIR
2 R o " W ’,—P'
\“x.- : I _-:‘ f ‘.4 o g ‘ _— i In‘ . ! ’./
-, ) L_ "“ ‘4 ‘ - :. P _, ll “" .
'--__- g ...-i 1 N I ' e 3 \ -d_.a-‘
10




9.3 Loan from External Development Partners

During the financial year, the project received Ksh. 37,433,536 being the first loan
withdrawal in respect of Start Up Costs. The chle below gives the comparative for

the prior year.

Pt
r‘/
P Amount
Name of Deie o received __.-téan tadh-
received . e ; % recelved
Development g in _.dohor received in
(Operational as direct
Partner 'ﬂc"count) _currency cash AR
! *"[EURO) ey
~ f
& rd
£ i
,-’ KSh KSh
; #
FAD /[ " 6-Feb-23 .
4 280,000 37,433,536
Totdi ‘ 280,000 37,433,536 )
' J
/ !
/ :
9.4 Othér Receipts
| l’
| ' 2022/23
Receipts Receipts
[Pescriptiqn controlled by the controlled by Total Receipts
i i entity in Cash third parties
| i
| i
\ [ KSh KSh KSh
X
Bo':zk.' Interest \ 863,042 = 863,042
“1_ | \
Totaliy | 863,042 ; 863,042

During the yeor the PrOJecT received Ksh. 863,042 in respect to Bank deposit interest 9dmmgs

_I
Ty
-~ v
)
O s
1 -
e -
Sl
€ ¢ ¢
A
o, -\

11

T
Loan "'4-';,'- :
received Total'gmount in KShs
inkind - B,
‘-\. ""., '-_.
2022/23  “ap21/22
KSh Ksh ", KSh
i< BT 433,538
- 37433536
‘I
|
2021/2022

Total Receipts

KSh

(73

o

Cumulative to
‘doTe

;863,042'

863:642

P
Fa

l i
|

|
|

Ksh !/



1
9.5 Compeﬂpsation of Employees
2022/2023 2021/2022
Payments made ROy
Y X .~ made by Total Total  Cumulative to-
by the Entity in :
&k third payments payments date
T TOONET
i T Ksh Ksh T TRshe Ksh Ksh
ot T
Basic wages of ténporo//’ ‘ N,
employees . P et i SR e N,
___28,959,377 - 28,‘?-59.,}3477 G 28,959,377
Compulsory natiépdlsocial o R e
security scheme /-"" 34,120 - 34120 T -'"a,'_ N 34,120
' - N "W\
Total /’f // 28,993,497 28,993,497 . . = 28,993,497
/
9.6 P}/rchcse&f Goods and Services
/ 2022/2023 2021/2022.
4 s g Lo
ll ‘4' A." '-‘ L
," ‘:' Payments Payments
/ / madein  madeby r;g:]?; o rgg:]ct]sl ', Cumulative
| / Cash third P Pay to-'date
| i parties ‘ i
| - Ksh Ksh Ksh Ksh | Ksh
|
Jtilities, srpphes and services 791 411 ) 791,411 79104
|
) : ' |
Pomeshq travel @ind subsistence 18.769.610 18.769.610 18,769i,610
’fﬁ?nting, d,dverﬁhg, and information ; i
sdpplies 1,103,360 1,103,360 1,108360
44 % !
i Pt s I
Ho'sﬁqh‘olity sUppli@s and services 3,068,100 3,068,100 3,068,100
B b Y l' l‘
Insutance costs 2,493,615 2,493,615 2,493,615
Otnengp eralinggeregis 4,207,272 - 4207272 /4207.272
Y,
Routine rhéjip’re nce - vehicles and other £
transport equipment .. 152,931 - 152,931 /- 152,931
Sl (72 A
Total N el 30,586,298 - 30586298 7 = - 30,586,298
‘-. L ."’f -;‘ o - B f:f ...‘.‘-.. y
" LA ; e e ',"'
-..-\_\ o ) :1‘-‘ J . ¢ — ; 4‘| ; R i " "./
.._----:-l i ‘1.",: j 3 L ' ‘ .l 2 | . -__d"
12
| -~




9.7 Social Security Benefits
2022/2023 2021/2022
Payments Pr;::;r;g%ts_._- T——feralT—Jotal Cumulative
made in._,.z' 'thirz'i’ payments poymems e to- date
Cersh ) e
~ parties Ry, B
.r"' e —— R O
- Kshs — _.Kshs Kshs ““Kshs__ Kshs:
Social Security _ "
Benefits in Casp’ and A - ; - 5,
in Kind / e ks
EmployefSocnal V4
beneflts/ln cash ond i - 4 - :
in Km(}. _,'
Totql 7 ) - ‘ - 3
l"‘ “
9.8 Acqumhon of Non-Financial Assets
Below is The cumulative non-financial assets fo-date.
| |
l | 2022/23 2021/22
Payments made Fajinents
| ' byy the Entity in made by Total Total
‘ \ Combi third Payments Payments
1! ) parties
i i
1 %
Rl ) KSh KSh KSh KSh
LY .
Purchase of Office Furniture & _
Ger’xfarol Equipments 805,020 805,020
Talel 805,020 805,020 .

The sumﬁﬁ-"';qry of fixe__d asset register is given as Annex 5 of this report.

oy
)
-

9.9  Transfers to other‘éovernmen’r Entities

»,_ - ,-,.l ,'

There were no transfers- ’ro ofher GQvernmén’r Ent

e, .
ot |

5 L

[

13

ities, c;lurmg the yeor

Cumulative
to-date



9.10

#ash and Cash Equivalents
|
|

e

s

Bank Accounfts

ank Accounts

urrency Accounts

ank of Kenya - 1000607254
ank of Kenya - 1000607262

ign currency balances
rrency Accounts
3828000-0

3828002-0

al currency balances
"k atcount balances
BN D .
" 1 - -
N LR
™~ ' (’ - S
. Lot e S
\.".,_- s =':.J“ 'y ey {
"y WAL e
| e - C__ {4 A -
! — S S
— P
Tt

2022/23
Ksh
3499787615 __

349,926,615 e

Va

2022/23
KSh

2,125,276
347,801,339
349,926,615

349,926,615

14

2021/22
KSh

2021/22
KSh

ct has“two foreign accounts that are operated by the Nafional
. At #ie operational level, the project operates two Iocal currge_pcy
s},:The balances for each of the accounts as at June 30, 2023 is g'iye_n

T
a |



9.10.B  Special Deposit Accounts

The balances in the Programme's Special Deposit Account if any at the end of
Facility reporting period are not included in the Statement of Financial Assets
since they are below the linetems-and-aré-yet+4e he drawn info the Exchequer
Account as a voted vision. Below is the special depeskoccoun’r movement
schedule which, shiows the flow of funds voted in the year.-These funds have
been repor’red’ as recelp’rs in—-the year under-the. S’rofemen’r @J‘ Recelpfs and

Poymen’rs

Specfld"Deposifr/AEcoun’rs Movement Schedule
rd

Cenirgi(Bank of Kenya - 1000607254
Opeﬁing balance

Total amount deposited in the account

1
Total amount withdrawn (as per
Statement of Receipts & Payments)

Closing balance
a

Central Bank of Kenya - 1000607262

Opening balance

i, Total amount deposited in the account
s, Total amount withdrawn (as per
S?o’remen’r of Receipts & Payments)

Clos}ng bolonce

2022/23
KSh

37,433,536

37,433,536

9021/22%,

", KSh

A

The SpeCLol 'Deposn‘ Account reconciliation statements usrﬁg )FAD approved
format has beeﬁ Oﬁqched as Appendix 6 to suppor’r the cIo&ng,bolonce

1S



911

FUND BALANCE BROUGHT FORWARD

The follov\fhg is the comparative fund balances for previous year.

————

e -y 2022/23 2023/24
e
2. KSh KSh
T \.“'.\'\,
L 349,9%.,@l 5 -
",
‘.“- _."1,“..\' -
.._\- ' '..h‘?.\'

i "'.""\l -

e “\f'.
349,926,615 A

16




10 OTHER IMPORTANT DISCLOSURES

During the year the Project did not receive or enter intfo extra External Assistance
arrangement. Negotiations between the Government of Finland and the French
Embassy are ongoing for Qddmsh“l assistance-- momsfreommg into the Project

Components. _’_P,..-" D
-~ e % -
10.1 External Assistdnce Relating to-toans and Grants-..
e HE 2022723 "9021/22
Description rd Ksh ™. “Ksh
Loap‘g Vi L h 3 _
Grénts ',-’ ‘ '
Total F - 1 )

10.,,2' Undrg’wn External Assistance
'l

| 1 Purpose for Assistance 2022/23  2021/22 : :;

| Desc#iption Ksh Ksh |

Loan . 3
| Grants - '
|, Totali - | !

b i
| l ' 1/

10I 3 Government Commitments
"IN Ilne with the GoK: IFAD Commitment of 52:48 at Design, 42% of ’rhe S’rqﬁup
expendn’rure equivalent of Ksh25,076,556 was applied using Phase 1 reflows T‘hls is
‘as per ‘Authority ref DFN/126/13/4 VOL 4 (b) (112) and the Approved- first Farcility
AWPB A further Ksh 1,200,874,749 reflows as per the table below will maturg in the

fISCO| year 2023/24 and will be accordingly reinvested in the project. /
kY Ksh f/
WA 270023 o~ 4
P S Ry
. foulys e 274, 830112- S
OSSMERS o T ~_ 138,564 a72 e
Rofifi - L3 i o . R 1129 447,378
KWRT e S5 | Yoo real L _2e058T,164
AFC e ~D) M T 377,215,000
Total 1,200,874,749

17
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Rural Kenya Financial Inclusion Facility
Annual Report and Financial Statements

B For the Financial Year ended June 30, 2023

ANNEX 5 — CONTINGENT LIABILITIES REGISTER
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ANNEX 6 — IFAD SPECIAL ACCOUNT RECONCILIATION STATEMENT

Report lll: Designated Account Activity Statement

Name of the Project: Rural Kenya Financial Inclusion Facility
IFAD Instrument number: 2000004121
IFAD Instument number: 2000004122

For the Period: Insert the dates for the quarter R - N . T
Currency o0y i V] o)
o G Ty,
/ - IFAD"koan., Remarks
e,
st o —— ——— e \
rag e
1. Cumulative Advances by}’AD to the end of current Repoiting period/quarter 374,335.36 Pm\dé'e\"s.,per IFAD Records -
2. Cumulative Expendi!wwsﬂﬁad by IFAD smcepro]acl start till the beginning of Reporting Quarter 253,511.12 | Provde a;'hpMFAD Records -
3. Outstanding Ad)ﬁ'ces!o be accountt‘d for (Line 1 minus Line 2) 120,824.24 |Line 3 = Line 8 = Line 13
,824.
s 'Y /“‘
| N
120,824.24
b i
5. Advancgs by IFAD dun‘ng,ée Quarter 2 kY
7 " 1
6. Add/Subtract cumulatl)é adjustments, ( if any ) If not zero, please provide L}é(ails below
7. Suh‘ftoml of Advanéros and Outstanding WAs (Line 5 plus Line 6) - "-, A\ A
2 Py , .
8. Oiflgandlng Ad\léncos to be accounted for (Line 4 plus Line 7) 120,824.24 || jhe 3 = Line 8 = Line 13
+ v
[} . ‘I
s \
. b 4
1
9."DA balance At end of Quarter 21,252.76 ) \
T L
10. Expendimﬂa incurred during the Reporting Quarter 99.571.48 ||
} T
11! Add/Subtract cumulative adjustments, ( if any ) < If not zero, please provide details beldw]
tl2 Total expenditure reported (net of adjustments) (Line 10 plus Line 11) 99,571.48 i
13. Total Advance accounted for: (Line 9 plus Line 12) 120,824.24 Line's = Line 8 = Line 13
11’4, Dlﬁerenc'e if any (Line 8 minus Line 13) 5 Provide explanations if not Zero
|
1
1 1
.‘!lq Net Forecasted Expenditure to be paid from DA for subsequent 2 Quarters 10,278,646.58 I ‘
4 u i 1
9 ! ' |
18. \DA Closing‘ﬁalance at the end of current reporting quarter (as per Line 9 abowe) 21,252.76 . 1
y
1';. Cath requlrgment: for Subsequent 2 Quarters to be paid from DA-Line 15 minus Line 16 g |'
10,257,393.82 v
(Cd‘sh Forecast nfjnus Cash Available) 3 Jl i
This amount is to be mentioned in
18. Amounts to be Justified against the expenditure incurred during current quarter 99,571.48 |respective cell of WA Form “Amount
to be Justified".
.
19. Advadca Recomw.‘\( any - If not zero, pleasa’ provide de’lﬁls below
) '- .
This amount is to be mentioned in
20. Advance - Cash requirement for the next Reporting Quarter, 1,760,447.03 |respective cell of WA Form "Amount
¢ to be Advanced".
21. Additional advance Raquh‘aman( for Subsequent 2 Reporting Quarters, if required (Line . =z &
17 minus Line 29) 8,496,946.79 | This is an lndlcanve..pgure only
e y

CHECK=ZERO
CHECK=ZERO
£ - -—
A vz
£ 2 T -
Vo d e € '
Explanation for Line 6 (if not zero): Add/Subtract lati) dj ts, (Ifany)

The project has a net cumulative expenditure of USD 253,511 Aaavuélthg?usuﬁ on in the next WA, '
The project is yet to be allowed to start loan draw downs, Tha total jusllﬂcallon I dndq_ef)ls IFR wilt*
be USD 353,082/60. ey gy
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ANNEX 7 -

Income Statement |

\

|

-
Account (’
A
Revenue
IFAD & GOK (2) J )
pd y
Total 4 Reven e/
Gross Profit y 1
Other lricome (/’ !
Bansg_:ﬁterest @
Tofal ;" Other Ingome
Administratiof Expense |
zAD Expensel.'
{ ) N " s
( Administration
| Total Expense|
| Other Expense
GOK Expense (9)
Total Other Expense
1§urplus i

i) !
‘Sage Evolition (Registered
! 4

|

Statement of Income and Expenditure

__-RKFINFA -
/Eor:‘:july'2022 To: June 2023

=
_.-Actual

-

409,448,388.65
409,448,388.65
409,448,388.65

863,041.98
863,041.98

35,308,259.70

35,308,259.70

25,076,555.52
25,076,555.52
349,926,615.41

b RKFINFA)

RKFINFA FMS STATEMENT OF INCOME AND EXPENDITURE

Sy \\ Page 1 of 1
Budget "~ ~Variance ‘-.-'.ya[_% PY Actual

572,087,854.00 -162639.465:35 2843 : 0.00
572,087,854.00 -162,639,465.35 ™. -28.43 0.00
572,087,854.00 -162,639,465.35  -28.43 0.00
868,201.00 515002 089 0.00
868,201.00 515002 -0.59 % 10.00

l'.

|‘.
200,078,160.00 164,769,900.30 8235 6,00
|
200,078,160.00 164,769,900.30  82.35 0.60
i
372,877,895.00 34780133948 9327 oi

372,877,895.00 347,801,339.48  93.27 0.
0.00 349,926,615.41  0.00 0.('lo
8/18/2023 2:18:34 PM !

lI

A ||

!"'
/
J)’
@& £
v.‘,. /.
- f;; ",.//
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13 ACRONYMS

A/C Account

AWPB Annual Work Plan and Budget

BDS Business DevelopmentServices ——___

BETA Bottom-Up ECOnomlc Tronsformohon Agende-

@ Credit, GUarantee Scheme R

DT- el 0 T T,

SACCO'S D’e‘posif ToKing‘SACCO's

ESM P Enviror‘]m‘éh’rol and Social Management

Eur & Burgs. U0 R Rl G el i
FMS RKFINFA Financial Management System

GFF/’ /Green Financing Facility

G@K 7/ Government of Kenya

IE,'AD _,f" International Fund for Agricultural Development

IFR Interim Financial Report

," ' ! International Public Sector Accounting

IPSAS

| - Standards
[Ksh | Kenya Shilling

MFB Micro Finance Banks
‘«MSME Micro, Small and Medium Enterprises
(MTEF Mid Term Plan and Expenditure Framework

JNT National Treasury

PBAS Performance Based Allocation System

P'EI, Participating Financial Institutions

PIM‘,’ "‘-.,_ Project Implementation Manual

PMU*, “.Project Management Unit

PSC Project Steering Committee

R-CGS ™, Rurol Credit Guarantee Scheme

RK FINFA"""-..,.. Rural Kenyo Financial Inclusion Facility ~
SACCO Sovlngs and Credit Cooperative Orgomzo’nons PNl
usD Uni’fed smtes Doﬂc;r P N P

P 2 B Y-
Lg Mo u ‘ | !
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