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and Economic Inclusion Project

2020
Financial Statements

the ancial ended June

INFORMATION AND OVERALL PERFORMANCE

and registered office

Social and Economic Inclusion Project

The key objective of the project is to strengthen delivery systems for enhanced access to

economic inclusion se.vices and shock-responsive safety nets for poor and vulnerable

project headquarters offices are in NSSF Building, Nairobi (city), and Nairobi County,

Box 46205-00100 GPO, Nairobi'

Telephone z (254) 722 319 186 E-mail: g$@gmail.com OR ct ovc@vahoo'com

Information

Overview

.1 Name

ame:

I.

b
al

.2 Pro

ect start date is 27-Nov-2018TheDate:

ect end date is 31-Dec-2023TheDate

is Mrs Cecilia MbakaectThe

is World BankThe

.3 Proj

The project is under the supervision of the Ministry of Labour and Social

Protection(State Department for Social Protection)
tate
theof

ber 6348 KE

of the The strategic goals of the project are as follows:
(i) - Strengthening Social Protection Delivery Systems

(ii) - Increasing Access to Social and Economic Inclusion Interventions

(iii) - Improving the Shock Responsiveness of Safety Net System

ect
trategic

The project management aims to achieve the goals through the following

means
of

lll



and Economic Inclusion Proiect
Financial Statements

or the cial ended June 30,2020

fol are the bankers for the current year:

of Kenya Limited - Account number: 1000425059

I

Provision of social inclusion (nutrition-sensitive safety net and

referrals to the NHIF) and economic inclusion (livelihoods

enhancement support) services to the existing National Safety Net

Programme beneficiaries, as well as other poor and vulnerable, to be

identified through the use of an objective targeting system already

being used in the country.

By expanding their coverage to additional households and the

functionality of financing arrangements for timely response in the

event ofdroughts.

Strengthening of Social Protection delivery systems by enhancing

the scope and coverage of the Single Registry and support relevant

program information systems, investments in the rollout of the

improved payment system, and supporting greater integration and

implementation of the Grievances & Case Management mechanism

for all interventions supported by the proposed KSEIP.

llr.

I

ll.

important

of the

Social Protection has long been an important part of the Government

strategy to fight poverty and promote equitable growth and social inclusion,
as well as respond to emergencies such as natural disasters. The

Government is committed to move beyond cash transfers to an integrated

Social Protection system to enhance social and economic inclusion of the

poor and vulnerable. Therefore, the underlying objective of KSEIP is to
strensthen the delivery systems.

I

(
9
ll
p

Lher

,ckground
formation
oject

The project was formed to intervene in the following areas:

(i) Strengthening Social Protection Delivery Systems

(ii) Increasing Access to Social and Economic Inclusion Interventions

(iii) Improving the Shock Responsiveness of Safety Net System

d
tu

f(

sl

to

:ation that
rct was
tervene

The project started on27th November 2018 and is expected to run until 3l't
December 2023

P; lject dura .lon
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ended lune 2020

is a$dited by the Offrce of the Auditor General

Responsibilities

people who will be working on the project. This list would include the project

allt the key stakeholders who will be involved with the project. Also, record their role,

4nd their contact information

su4mary

fol duration of 5 years from 2019 to 2023 with an approved budget of Euro 47,500,000

KShs 5,570,182,500 as highlighted in the table below:

funding summary:

6 Rol{s

st of

.l

ContactsResponsibilitiesKey
qualificati
on

Title designationYames

0721839132Masters Project Coordinatorraka Deputy Director Social
Development

lecilia M

0722653187Masters Lead-NICHEnga Deputy Director Children
Services

ane Muyr

0722829900Masters Lead-Economic
Inclusion
Programme

asiaji Deputy Director Social
Development

Vinie Mu

0722809933Msc-
Commerce

Project AccountantMuga Principal Accountant

Fundfn

valent
Proj

ls

( Loan 
1

5,226,459,60044,500,000343,722,9003,000,00047.s00.000 5,570,182,500\T rrld Batk

5.226,459,60044.500,000343,722,9003.000,0005.570,182,500tal 47,500,000T

v
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Economic Inclusion Project
Statements
ended June 2020

of Overall Project Performance:

pefformance against actual amounts for current year and for cumulative to-date is as

Disbursement Link indicators DLIS achieved to the amount Euro 9,995,000 equivalent

,4155000

Auox cHALLENGES

delfys in accessing actual funds requisition for implementation ( only by Feb to
202?) Funds were provided in December 2019

period due to the Effect of COVID 19 on activities reducing the
period to 2 and half months.

{nanaged at HQs using Government systems which does not permit smooth
f.+ndr to the lower levels where the project implementations are done

oN.

team is to come up with the implementation strategies to enhance the

address the challenges in the new financial year 202012021

of froject Compliance:
ect has complied with applicable laws and regulations, and essential external
agteements/covenants,

2%906.000.000.00 18,291,087.00t

365.569.200.00 335,569,200.00 92%

92.170,784.00 t8%
nterflart

500,000,000.00

,

iKsh l,

projedt

of Plol

vl



Reports
For the

Kenya and Economic Inclusion Proiect
Financial Statements

tracking progress and performance measurement: Below we provide the progress on

stated objectives:

ended June 30,2020

II. ATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETERMINED

n

ection 8 (2) (0 of the Public Finance Management Act, 2012 requires that, at the end of each

the Accounting officer when preparing financial statements of each National

entity in accordance with the standards and formats prescribed by the Public Sector

Standards Board includes a statement of the

objectives.

national government entity's performance

ve of the KSEIP is "to strengthen delivery systems for enhanced access to social and

services and shock-responsive safety nets for poor and vulnerable households"'

supports the GoK to build uPon the achievements made under the National Safety Net

through putting in place credible delivery systems for social protection (SP) services

, the Project supports results in three areas: (i) enhancing institutional capacity and

ng of SP delivery systems, particularly the coverage and functionality of the existing

as well as to continue improving the efficiency of the payment and grievance

system; (ii) investing in scale-up of existing nutrition-sensitive safety net and testing of

economic inclusion models as a complement to the sensitive safety net and testing of
economic inclusion models as a complement to the regular cash transfers to improve

and self-sufficiency of the poor and vulnerable households; and (iii) improving shock

of the safety net system exPanding its coverage as well as strengthening financing

for timely support to the affected households to improve their resilience and coping with

te-induced droughts.

rogress attainment of Strategic development objectives

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

objectives were made sPeci fic, measurable, achievable, realistic and time-bund

converted into develoPment outcomes. Attendant indicators were identified forr)

vll
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Economic Inclusion Proiect

ended June 30,2020

KSEIP DISBURSEMENT LINK INDICATORS OF THE PROGRAMES

BY SDSP AS AT 3OTH JUNE 2O2O

In Progtess
6,000,000.00DLI I I

Design and Implementation arrangement for

enhancement of SR

Not
Achieved5,000,000.00)

Roll out ofenhanced SR covers atleastTSYo

of targeted households in 2 non-HSNP

Counties

DLI I I

Not
Achieved15,000,000.00DLI la r1)

Roll out of enhanced SR covers atleastT5o/o

of targeted households in 17 non-HSNP

Counties

Not
Achieved15,000,000.00DLI la (l /)

Roll out ofenhanced SR covers at least 75%

of targeted households in 32 non-HSNP

Counties

Not
Achieved4,000,000.00

Roll out of enhanced SR covers atleast 75o/o

of targeted households in 39 non-HSNP

Counties

DLI 1 a(v

I

)

Achieved
9,000,000.00

60% of beneficiaries receiving payments

through new payment mechanism
DLl2a

85%
Achieved5,000,000.00DLI 2b

100% of beneficiaries receiving payments

through new payment mechanism
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cial Statements

endcd June 2020

Not
Achieved10,000,000.00DLI 3+

G&CM Mechanism is functional at all level

for four NSNP Programs in 47 counties

Not
Achieved10,000,000.00

DLr 3h

Enhanced G&CM Mechanism is functional in

all KSEIP counties as per revised design and

implementation arangement

Not
Achieved1,400,000.00)

1,700 households receiving nutrition sensitive

cash transfer

In Progress
4,000,000.00

r)

Tools designed and formal agreement

between SDSP,MoH and NHIF in place to

operationalize systematic enrollment of
NSNP beneficiaries into the NHIF

5,300,000.00

Not
Achievedl) 8,3 00 households receiving nutrition sensitive

cash tansfer.

Not
Achieved5,000,000.00

11)

40% of NSNP beneficiaries enrolled in NHIF

with enrollment information available in the

SR

Not
Achieved4,400,000.00

r 1l)
13,800 households receiving nutrition-

sensitive cash transfer

Not
Achieved6,000,000.00

1l l)
75Yo of NSNP beneficiaries enrolled in the

NHIF with enrollment information available

in the SR

Not
Achieved4,500,000.00

19,400 households receiving nutrition-

sensitive cash transfer
1v)

DLI

DLI

DLI

DLI

DLI

DLI

DLI

l
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23,500 households receiving nutrition-

sensitive safety net services 3,400,000.00

Not
Achieved
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and Economic Inclusion Project
Financial Statements

ancial ended June 30,2020

RPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY

bility strategy and profile -

to the proposed interventions and the alignment with its policy commitment

the 'Big Four' is a prerequisite for sustainability beyond the life of the project. First, the

the NSNP at a larger scale than originally expected (under the NSNP PforR

demonstrating its commitment. The proportion of NSNP cash transfers financed by the

than doubled in the past five years: almost 90 oh of program beneficiaries are cunently
the GoK (compared to 38Yo in FYl3). It has further committed to take over 74o/o of the

transfer costs by FY20, such that the GoK would finance about 96oh (about KSh 25

the total NSNP cost. Second, the GoK continues to invest in SP delivery systems,

of the MIS, improved payment system, citizen's engagement and shock-

s. Third, the proposed KSEIP is the culmination of nearly two years of in-depth

and consensus building within the GoK on the need for integrated SP services to

lience and enable self-sufficiency of poor and vulnerable households. A technical

prepared a 'Comprehensive and Integrated SP Program,' which enjoyed high-level
of the Permanent Secretary, as well as the Cabinet Secretary for the MLSP

tal performance

has been screened for short and long-term climate change and disaster risks. The climate

of the project was identified, and climate adaptation measures considered in the project
proposed project would improve the shock-responsiveness of the safety net system in the

which are most affected by droughts occasioned by climate change. The enhanced SR

bute to a system more responsive to shocks through better identification and

of beneficiaries. The expanded coverage of potential beneficiaries would also enable

for other SP programs beyond the NSNP, including social and economic inclusion

buting to improved resilience of poor and vulnerable households. Institutional capacity

implementation, coordination, and M&E, as well as enhancement of capacity and

n of the BOS can all be considered to contribute to climate change adaptation.

Component 3 of proposed KSEIP would address some of the climate related challenges

areas to reduce the impact and vulnerability of drought and food insecurity in counties

The project would monitor progress toward shock-responsiveness and resilience to

change through the outcome indicator on risk financing strategy for HSNP scalability.

of the project activities was undertaken by the World Bank's Climate Change Group,

the

ASSES

the total climate co-benefits in this project to amount to US$ 59.75 million (or 24Yo

o the IDA bution). The assessment found that adaptation co-benefits can be assigned for: (i)
scope and coverage of the single registry, since it will enable timely identification of

by climate-related emergencies; (ii) expanding the nutrition-sensitive safety net,

food ty has been linked to droughts and (iii) improving the shock responsiveness of the

since it will enhance the resilience of beneficiaries to the droughts induced bynet

llion) o

has

GoK
SP

K

project

xt
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2020the ended June

Engagements

incorporates Kenya-specific gender considerations. First, the project builds on the

transfer programs which have demonstrated positive impact on gender outcomes.

of both the CT-OVC and HSNP recognizes the vulnerability of female-headed

: most recipients are women, although they are not explicitly targeted as the main

s. This has been reported to enable women to increase control of household budgets and

in income-generating activities. Analysis of the HSNP has indicated spill over effects on

household decision-making. Evaluations have found that the cash transfer programs

likelihood of young women becoming pregnant and improved mental health outcomes,

rates of depression, greater belief in self-agency and self-efficacy, and more positive

the future. Second, the KSEIP would support positive gender outcomes through
specifically targeted to women. NICHE would support PLW and mothers to make better

for their children and enhance existing impacts on household decision making
provision of a top-up transfer. The KSEIP M&E framework includes gender-

indicators on proposed project beneficiaries. Project surveys would collect data on

of program implementation and outcomes. Lastly, the SR would be leveraged to

monitor gender specific data.

use the citizen's engagement mechanism already in place for the NSNP, namely the

sm. This mechanism has been established at the national level with adequate staff
procedures for receiving, recording, and acting on complaints along with a feedback

to close the loop. It includes service charters to guide program engagement with
as well as MIS modules for tracking complaints and hotlines for receiving them.

level structures, such as the Constituency Social Assistance Committees and Beneficiary
elfare C (BWCs), have been established to raise awareness of the rights and entitlements

the as well as to complement program officers and serve as an additional conduit for
the beneficiaries and stakeholders. Work is ongoing to further strengthen this system

fully and decentralizing the G&CM mechanism as well as by rolling out a recently

to increase beneficiary awareness of their rights and entitlements as well as the

G&CM. The proposed project would further enhance the G&CM mechanism and

outreach to ensure that a consolidated and coherent citizen's engagement system is

address complaints and grievances and facilitate community feedback on proposed

in a structured manner.

establ

and

EIP

xll
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d Financial Statements

ended June 30,2020

TEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES.
Secretary for State Department for Social Protection and the Project Coordinator for
and Economic Inclusion Project are responsible for the preparation and presentation of

s financial statements, which give a true and fair view of the state of affairs of the Project for
end of the financial year (period) ended on June 30,2020. This responsibility includes:

adequate financial management arrangement and ensuring that these continue to be

the reporting period; (ii) maintaining proper accounting records, which disclose

ble accuracy at any time the financial position of the Project; (iii) designing,

and maintaining internal controls relevant to the preparation and fair presentation of
statement, and ensuring that they are free from material misstatements, whether due to

(iv) safeguarding the assets of the Project; (v) selecting and applying appropriate

icies; and (vi) making accounting estimates that are reasonable in the circumstances

Secretary for State Department for Social Protection and the Project Coordinator Kenya

Economic Inclusion Project accept responsibility for the Project's financial statements,

been prepared on the Cash Basis Method of Financial Reporting, using appropriate

in accordance with International Public Sector Accounting Standards

Secretary for State Department for Social Protection and the Project Coordinator for
and Economic Inclusion Project are of the opinion that the Project's financial statements

fair view of the state of Project's transactions during the financial yearlperiod ended

and of the Project's financial position as at that date. The Principal Secretary for State

for Social Protection and the Project Coordinator for Kenya Social and Economic

ect further confirm the completeness of the accounting records maintained for the Project,

been relied upon in the preparation of the Project financial statements as well as the

the systems of intemal financial control.

Secretary for State Department for Social Protection and the Project Coordinator for
and Economic Inclusion Project confirm that the Project has complied fully with

Regulations and the terms of extemal financing covenants, and that Project

during the financial year/period under audit were used for the eligible purposes for which
and were properly accounted for

Project financial statements

financial statements were approved by the Principal Secretary for State Department for
and the Project Coordinator for Kenya Social and Economic Inclusion Project on

l4- 2020 and signed by them

\N**,,--
Project Coordinator
Cecilia Mbaka

Project Accountant:
Moses O. Muga
ICPAK Member No. 14266

N

Project

)

S
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a true
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REPUBLIC OF KENYA

Tel +2 ) 3zr4ooo
l: info@ .ke

We .go.ke GH HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ootoo
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

En hancing Accou ntabil ity

RT OF THE AUDITOR.GENERAL ON KENYA SOCIAL AND ECONOMTC
USION PROJECT IDA CR NO. 6348-KE AND GR NO. TFOA 9527 FOR THE YEAR

EN ED 30 JUNE 2020 . STATE DEPARTMENT FOR SOCIAL PROTECTION

RE T ON THE FINANCIAL STATEMENTS

opi !on

h
cl ion Project set out on pages 1 to 13, which comprise of the statement of financial

audited the accompanying financial statements of Kenya Social and Economic

as at 30 June, 2020, statement of receipts and payments, statement of cash flows

n

and
and

statement of comparative budget and actual amounts for the year then ended,
summary of significant accounting policies and other expla natory information in

it was conducted in accordance with lnternational Standards of Supreme Audit
ns (lSSAls). I am independent of the Kenya Social and Economic lnclusion
Management in accordance with ISSA| 130 on Code of Ethics. I have fulfilled

ethical responsibilities in accordance with the ISSAI and in accordance with other
requirements applicable to performing audits of financial statements in Ken

with the provisions of Article 229 of the Constitution of Kenya and Section 35
Public Audit Act, 2015. I have obtained all the information and explanations which,
best of my knowledge and belief, were necessary for the purpose of the audit

ln
po

m opinion, the financial statements present fairly, in all material
n of the Kenya Social and Economic lnclusion project,

respects, the financial
and of its financial

pe ce and its cash flows for the year then ended, in accordance with lntemational
Publi _Seclor Accounting Standards (Cash Basis) and comply with the Credit Agreement

31 January,2019 and the Public Finance Management Act, 2012.

of
to

ln

ln
P

ition, the special account statement presents fairly the special account transactions
for period and the closing balance has been reconciled with the books of account

Basi for Opinion

The

that the audit evidence I have obtained is sufficient and appropriate to provide a
ba my oprnron.

E asis of Matter

Fo Exchange Difference

The t of receipts and payments reflects loans from external development
Bpa (World ank) of Kshs.343,722,900 disclosed under Note 1 to the financial

Report

ya.l

of the Auditor-General on Ken.va Social and Economic Inclusion Project for the year ended
2020 - State Department.fitr Social Pnttectktn30



statements. This figure differed with an amount of Kshs.346,962,300 reflected in the
special account which has been explained as an exchange rate difference of
Kshs.3,239,400 arising from the application of different exchange rates applicable at
different periods.

My opinion is not modified on the matter described above

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

Budget Control and Performance

The statement of comparative budget and actual amounts reflects actual receipts of
Kshs.343,722,9OO against budgeted amount of Kshs.906,000,000 resulting to
underfunding of Kshs.562,277,100 representing 620/o of the budget. Similarly, the
statement reflects actual payments of Kshs.18,291,087 against budgeted amount of
Kshs.906,000,000 resulting to under expenditure of Kshs.887,708,913 representing a
960/o under-absorption. Management has attributed the underfunding and under
absorption to slow pace on implementation arising from delayed approval of the work
plans and the effects of COVID 19 pandemic mitigation measures.

This is an indication that goals and objectives of the Project may not have been achieved
as disbursement link indicators were not realized.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing 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 ISSAI 4000. The standard requires that I

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

Reporl of the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended

30 June,2020 - State Departmentfor Social Protection
2



RE
AN

RT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
GOVERNANCE

beli that

ln aring the financial statements, Management is responsible for assessing the
ability to continue to sustain its services, disclosing, as applicable, matters relatedPro

Con ion

As uired by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
p performed, I confirm that, nothing has come to my attention to cause me to

internal controls, risk management and overall governance were not effective.

Bas for Conclusion

The itwas conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
req that I plan and perform the audit to obtain assurance about whether effective

and systems of internal control, risk management and overall governance were
ting effectively, in all material respects. I believe that the audit evidence I have
ed is sufficient and appropriate to provide a basis for my conclusion.

Res nsibilities of Management and those charged with Governance

Ma t is responsible for the preparation and fair presentation of these financiat

) and
in accordance with lnternational Public Sector Accounting Standards (Cash
for maintaining effective internal control as Management determines is

to enable the preparation of financial statements that are free from material
, whether due to fraud or error and for its assessment of the effectiveness

of control, risk management and overall governance

to nability of services and using the applicable basis of accounting unless
ement is aware of the intention to terminate the Project or to cease operations

Man ment is also responsible for the submission of the financial statements to the
Aud in accordance with the provisions of Section 47 of the public Audit Act,
201

ln ition to the responsibility for the preparation and presentation of the financial
ts described above, Management is also responsible for ensuring that the
, financial transactions and information reflected in the financial statements are

ln liance with the authorities which govern them, and that public resources are
app in an effective way

charged with governance are responsible for overseeing the financial reporting
p reviewing the effectiveness of how the Project monitors compliance with relevant
legi and regulatory requirements, ensuring that effective processes and systems
are r place to address key roles and responsibilities in relation to overall governance and

of the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended
2020 - State Departmentfor Social Protection

3
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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 lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities 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, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1 Xa) 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 contro! would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. 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 control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
policies and procedures may deteriorate.

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

Report of the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended

30 June, 2020 - State Department for Social Protection
4
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a

a

a

lco
and

itv

t

and assess the risks of material misstatement of the financial statements,
due to fraud or error, design and perform audit procedures responsive to

S

risks, and obtain audit evidence that is sufficient and appropriate to provide a
for my opinion. The risk of not detecting a material misstatement resulting from
is higher than for one resulting from error, as fraud may involve collusion,
, intentional omissions, misrepresentations, or the override of internal control.

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

clude on the appropriateness of the Management's use of the applicablebasis of
nting and, based on the audit evidence obtained, whether a material uncertainty
related to events or conditions that may cast significant doubt on the Project's
to continue to sustain its services. lf I conclude that a material uncertainty exists,

a

a

required to draw attention in the auditor's report to the related disclosures in the
ial statements or, if such disclosures are inadequate, to modify my opinion My

usions are based on the audit evidence obtained up to the date of my audit
rt. However, future events or conditions may cause the Project to cease to

tinue to sustain its services

uate the overall presentation, structure and content of the financial statements,
ing the disclosures, and whether the financial statements represent the

erlying transactions and events in a manner that achieves fair presentation

n sufficient appropriate audit evidence regarding the financial information and
ness activities of the Project to express an opinion on the financial statements

such other procedures as I consider necessary in the circumstances.

unicate with the Management regarding, among other matters, the planned scope
ing of the audit and significant audit findings, including any significant deficiencies

nh

tnt control that are identified during the audit.

la e Management with a statement that I have complied with relevant ethical
ents regarding independence, and to communicate with them all relationships

and
wh

er matters that may reasonably be thought to bear on my independence, and
plicable, related safeguards.

\

AU

23

Nai

a

mber, 2020

u

the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended
30 - State Department for Social Protection
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OF RECEIPTS AND PAYMENTS

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

+tsl,*ttttu;

N
Project Coordinator
Cecilia Mbaka

Project Accountant:
Moses O. Muga
ICPAK Member No. 14266

I

KShsKShsKShsKShs KShs
rr' ,TSRECI

343,722,900I
343,722,900

Loan frc
develqp:
partndrs

m external
nent
'World Bank)

343,722,900343,722,900TOTAI RECEIPTS

PAYI }NTI
sation of
es

Comppr
employt

18.291,4873
18,291,087

Purch
servic

LSI

)s

: ofgpods and

Social s, :curiry benefits

Acqu!sir
financia

ion df non-
assgts

er

'll,t

Trans
gover

s to other
rent dntities
mts and
and lDayments

Other gr

transfbn

\I 18,291,08718,291,087TOT, p.lhvrBxrs

325,431,813325,431,813SURilt US(DEFICIT)
L

)o

nr

Sospeter, CBS



Kenya 'and Economic Inclusion Project
Reporls Financial Statements

cial ended June 30,2020

ATEMENT OF FINANCIAL ASSETS

policies and explanatory notes to these financial statements form
statements. The financial statements were approved on lz- 2020

\Uh"x*< -

For

2

part

by

ecretary
elson Sospeter, CBS

Project Coordinator
Cecilia Mbaka

Project Accountant:
Moses O. Muga
ICPAK Member No. 14266

2

FIN ASSETS

Cash Equivalents

4 325 431 813Bank

Cash
325,431,8t3short-termCash

I 13Total lentsCash

and Advances

325,431,813TOT FINANCIAL ASSETS

BY

Fund b/fiild
Prior ustments

for the J 3l 813

3NET POSITION



activities

from Government entities

343,722,9001external development partners(World Bank)

recei
343,722,900

rts from operating activities
of

(18,291,087)Jand servicesof
benefits

to other entities

and transfers
the

in Accounts receivable:

) in Accounts Payable

and

:ar Adiustments
325,431,813h flow from operating activities

rLow FROM INVESTING ACTIVITIES
tion of Assets

flows from Activities
ILOW FROM BORROWING ACTIVITIES

F B
flow from finan activities

325,431,813INCREASE IN
ALENT

CASH AND CASH

cash equivalent at BEGINNING of the

325,431,813d crsh equivalent at END of the Year

Kenya
Reports

Loan

Social

Prior

Cash

Net

For

S

Net

The

3.

Net
NE

and Economic Inclusion Proiect
Financial Statements
cial ended June 30,2020

ATEMENT OF CASH FLOWS

g policies
statements. The

Secretary Project Coordinator
Cecilia Mbaka

part of the
signed by

Project Accountant:
Moses O. Muga
ICPAK Member No. 14266

J

Nelson Sospeter, CBS
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Kenyl and Economic Inclusion Proiect
and Financial Statements

For cial ended June 30 2020

4. TATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Note: significant budget utilisation/performance differences in the last column are explained

m I to these financial statements

I

Coordinator Project Accountant:
Moses O. Muga

ICPAK Member No. 14266
Nelson Sospeter, CBS Cecilia Mbaka

4

ft.
38%

562,277,100906,000,000 343,722,900883,000,000
:#s frdm
nJ Lo* 1,789,000,000

343,722,900
562,277,100906,000,000

-983,000,0001,789,000,000

ndnts

0%
24,528,000 24,528,000

ofp{nsation
.oi.et

40
420,574,91318,291,087802,898,000 438,866,0001,241,764,000

h{se ofeoods
ietuceg

0%
422,134,000422,134,00055,574,000

ridition of non-
,clal assets 477,708,000

45,000,000
0%0 45,000,00045,000,000

r [rants and
f*s

987,708,913906,000,000
18,291,087-883,000,000rotJt 'aynients 1,789,000,000
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and Economic Inclusion Project
Financial Statements

the ended June 30,2020

5. i.{ TO THE FINANCIAL STATEMENTS

pal accounting policies adopted in the preparation of these financial statements are set

6.1 of Preparation

Statement of compliance and basis of preparation5,1

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

reporting under the cash basis of Accounting, as prescribed by the PSASB and set

out in the accounting policy note below. This cash basis of accounting has been

with accounting for; a) receivables that include imprests and salary advances

and ) payables that include deposits and retentions
The financial statements comply with and conform to the form of presentation prescribed

PSASB.

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

5. Reporting entity

statements are for the Kenya Social and Economic Inclusion Project under

Government of Kenya. The financial statements encompass the reporting entity as

in the relevant legislation PFM Act 2012 .

s.1 Reporting currency

ial statements are presented in Kenya Shillings (KShs), which is the functional
currency of the Project and all values are rounded to the nearest Kenya

ant Accounting Policies

of receipts

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

cash has actually been received by the Government.

from the Exchequer

by

recet

The
and
shill

The
N

a

a

a

from Exchequer has been recognized in the books of accounts when cash is

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

to the receiving entity

al Assistance
assistance is received through grants and loans from multilateral and bilateral

5

partners.
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and Economic Inclusion Project

2020
Financial Statements

the ancial ended June

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

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

by the beneficiary In case of grant/donation in kind, such grants are recorded upon

of the grant item and upon determination of the value. The date of the transaction

the value date indicated on the payment advice.

includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and

loans acquired by the Project or any other debt the Project may take on will be

on cash basis and recogni zed as a receipt during the year they were received'

are loans and grants at reporting date as specified in a binding agreement and relate

to funding for the Project currently under development where conditions have been

satisfied or their ongoing satisfaction is highly likely and the project is anticipated to

continue to completion. An analysis of the Project's undrawn external assistance is shown

in the funding summary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from

disposal of assets and sale of tender documents. These are recognized in the financial

statements the time associated cash is received.

b) Recognition of payments

The Project recognises all payments when the event occurs, and the related cash has

actually been paid out by the Project.

o Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in
the period when the compensation is paid.

o Use of goods and services
Goods and services are recognized as payments in the period when the goods/services

are consumed and paid for. If not paid for during the period where goods/services are

consumed, they shall be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which

they incurred and paid for.

6
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Kenyo and Economic Inclusion Proiect
Reporls d Financial Statements

ended June 30,2020

Repayment of borrowing (principal amount)

repayment of principal amount of bonowing is recognized as payment in the period

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

financial statements

Acquisition of fixed assetsa

e

payment on acquisition of property plant and equipment items is not capitalized.

cost of acquisition and proceeds from disposal of these items are treated as

and receipts items respectively. Where an asset is acquired in a non-exchange

for nil or nominal consideration and the fair value of the asset can be reliably

shed, a contra transaction is recorded as receipt and as a payment.

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

statements.

c) kind donations

-kind contributions are donations that are made to the Project in the form of actual

and/or services rather than in money or cash terms. These donations may include

equipment or personnel services. Where the financial value received for in-

contributions can be reliably determined, the Project includes such value in the

of receipts and payments both as receipts and as payments in equal and

te amounts; otherwise, the contribution is not recorded.

d) and cash equivalents

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

call and highly liquid investments with an original maturity of three months or less,

ch are readily convertible to known amounts of cash and are subject to insignificant
of changes in value. Bank account balances include amounts held at the Central

of Kenya and at various commercial banks at the end of the financial year. For the

of these financial statements, cash and cash equivalents also include short

cash imprests and advances to authorized public officers and/or institutions which
not surrendered or accounted for at the end ofthe financial year.

cash represents amounts that are limited/restricted from being used to settle a

for at least twelve months after the reporting period. This cash is limited for
use as required by stipulation. Amounts maintained in deposit bank accounts are

re for use in refunding third part deposits

7
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Financial Statements
cial ended June 30,2020

e) ccounts receivable
or the purposes of these financial statements, imprests and advances to authorized public

cers and/or institutions which were not surrendered or accounted for at the end of the

year is treated as receivables. This is in recognition of the government practice

the imprest payments are recognized as payments when fully accounted for by the

or AIE holders. This is an enhancement to the cash accounting policy. Other

receivables are disclosed in the financial statements.

f) Contingent Liabilities
contingent liability is:

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

only by the occurrence or non-occurrence of one or more uncertain future events not

wholly within the control of the entity; or
present obligation that arises from past events but is not recognised because:b)

(

of
comforU

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

potential will be required to settle the obligation; or
The amount of the obligation cannot be measured with sufficient reliability.

liabilities may arise from: litigation in progress, guarantees, indemnities. Letters

insurance, Public Private Partnerships,

Entity not recognize a contingent liability but discloses details of any contingencies in the

financial statements unless the possibility of an outflow of resources embodying
or service potential is remote.

S 89 (i) of the PFM Act requires the National Government to report on the payments made,

sses by the county government to meet contingent liabilities as a result of loans during
year, including payments made in respect of loan write-offs or waiver of interest on

s)
Entit!

gent Assets
not recognize a contingent asset, but discloses details of a possible asset whose

IS tingent on the occurrence or non-occurrence of one or more uncertain future events

wholly thin the control of the Entity in the notes to the financial statements. Contingent assets

assessed continually to ensure that developments are appropriately reflected in the financial
it has become virtually certain that an inflow of economic benefits or service potential

wl anse the asset's value can be measured reliably, the asset and the related revenue are

in financial statements of the period in which the change occurs.

g bills

bills consist of unpaid liabilities at the end of the financial year arising from
goods or services during the year or in past years. As pending bills do not involve

8
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payment of cash in the reporting period, they recorded as 'memorandum' or 'off-
'i tems to provide a sense of the overall net cash position of the Project at the end of

When the pending bills are finally settled, such payments are included in the

of receipts and payments in the year in which the payments are made.

Budget

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

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

and accounts payable - deposits, which are accounted for on an accrual basis), and

the same period as the financial statements. The Project's budget was approved as

by Law and National Treasury Regulations, as well as by the participating
partners, as detailed in the Government of Kenya Budget Printed Estimates for

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

as transfers and account for them separately. These transfers are recognized as inter-
transfers and are eliminated upon consolidation.

A high-level assessment of the Project's actual performance against the comparable budget

for the financial yearlperiod under review has been included in an annex to these financial
statements.

Third party payments

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

in form of loans and grants. These payments do not constitute cash receipts and payments

and are disclosed in the payment to third parties column in the statement of receipts and

payments.

During the year no loan disbursements were received in form of direct payments from
third parties.

Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic
environment in which the Project operates, Kenya Shillings. Transactions in foreign
cunencies during the yearlperiod are converted into the functional currency using the

exchange rates prevailing at the dates of the transactions. Any foreign exchange gains and

losses resulting from the settlement of such transactions and from the translation at year-end

exchange rates of monetary assets and liabilities denominated in foreign currencies are

recognized in the statements of receipts and payments.

year.

9
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D Comparative figures

necessary comparative figures for the previous financial year/period have been

or reconfigured to conform to the required changes in financial statement

n) bsequent events

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

on the financial statements for the year ended June 30, 2020.

n)

prior period errors shall be conected retrospectively in the first set of financial

authorized for issue after their discovery by: i. Restating the comparative

for prior period(s) presented in which the error occurred; or ii. If the error occurred

the earliest prior period presented, restating the opening balances of assets, liabilities
net assets/equity for the earliest prior period presented.

l0
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THE FINANCIAL STATEMENTS

EXTERNAL DEVELOPMENT PARTNERS

12 months to 30 June 2020 we received funding from development partners in form of loat

the National Treasury donors as detailed in the table below:

E OF GOODS AND SERVICES3

. LOAN

Amount
in loan
currency

Loans
received in
cash

Loans
received
as direct
payment

Total amount in
KShs

eam gf Donor Date
received

2018n9EURO KShs KShs 2019t20

ultilate
from

Donors
Received

0
[orld Bar

t2/tv20t9 3,000,000 343,722,900 0 343,722,900

0
343.722.900 0

1 otal 3,000,000 343,722,900

2018n9
Cumulative

to- date2019t20
Payments
made by the
Entitv in Cash

Payments
made by third
narties Total Pavments

KShs KShsKShs KShs KShs
0 0 0utii

sen
lies and

0

0

0 0 0 0co{
supl ies and

)[,
lrvices

0

75,999,970Do4
subt

estic trav
.stence

:l and 15,999,970 0 15,999,970 0

1,77 5,517and 1,775,517 0 1,77 5,517 0For€

sub*
0 0P

and
&

0 0 0

0 0of 0 0 0

ll
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d Financial Statements

the ended June 30,2020

CASH EQUIVALENTS CARRIED FORWARD

one project accounts spread within the project implementation area and one currency

managed by the National Treasury as listed below:

or

4.1

4,

unts

Accounts

0 135,600135,6000135,600
360,000360,000 00supplies 360,000

0000 0sts
0000 0materialspecial

0000 0

0 20 00020,0000Lubricantsoil 20,000
0000 0ntenance -

other

0000 0T outine mz

other assr

.intenance-
)ts

00 00E

Ir

rchange r
sses/gainr

rte
(net)

0

18,291,087018,291,08718,291,087 01 otal

CASH A

2018l192019120

KShsKShs
0325,431,813nk accour ote.4.1)B1

00Ct sh in han<

00Ca ;h equival ents (short-term deposits)

325,431,813T' tal

project

nkA

ect

20t8n92019t20
KShsKShs

lisn Curr ency AccountsEar
00Cerl ral Bank, rf Kenya [A/c No]
00Currency balancesTott I Foreigr

I Curren :v Accounts
0325,431,813Bank f Kenya [A/c No 1000425059]

t2
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Financiol Statements

ended June 30,2020

CE BROUGHT FORWARD

GES IN RECEIVABLE

0325,431,8L3Total loc rl currency balances

325,431,813Total bar rk account balances

5. FUND

2018n92019120

KShsKShs
00ountsBank acr

0 0LandCash in I

0 0Cash eqr ivalents (short-term deposits)
00Outstanc ing imprests and advances
00Total

6.
2018 -20192019 -2020

KShsKShs
00Outstand ng Imprest as at I't July 2019 (A)
04,474,300Imp rest ssued during the year (B)
04,474,300Imp rest ;urrendered during the Year (C)
00Net chan les in account receivables p= d+B-C

l3
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