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. Kenya Social and Economic Inclusion Project
eports and Financial Statements
or the financial year ended June 30, 2020

I.  PROJECT INFORMATION AND OVERALL PERFORMANCE

|.1 Name|and registered office

Name: Kenya Social and Economic Inclusion Project

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

ocial and economic inclusion services and shock-responsive safety nets for poor and vulnerable
nouseholds.

A ddress: The project headquarters offices are in NSSF Building, Nairobi (city), and Nairobi County,
Kenya.P. 0. Box 46205-00100 GPO, Nairobi.

Contacts:| Telephone: (254) 722 319 186 E-mail: ove@gmail.com OR ct_ovc@yahoo.com

.2 Project Information

Project Start Date: The project start date is 27-Nov-2018
Project End Date: The project end date is 31-Dec-2023
roject Manager: The project manager is Mrs Cecilia Mbaka
roject Sponsor: The project sponsor is World Bank

1.3 Project Overview

Line  Ministry/State | The project is under the supervision of the Ministry of Labour and Social
Pepartment of the | Protection(State Department for Social Protection)
project

roject number 6348 KE

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

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

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

Achievement of | The project management aims to achieve the goals through the following
rategic goals means:
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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.

ii. By expanding their coverage to additional households and the
functionality of financing arrangements for timely response in the
event of droughts.
iii.  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.

her important | Social Protection has long been an important part of the Government
background strategy to fight poverty and promote equitable growth and social inclusion,
ifformation of the | as well as respond to emergencies such as natural disasters. The
oject 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
strengthen the delivery systems.
Cfirrent situation that | The project was formed to intervene in the following areas:

—

project
med to intervene

was

(i) Strengthening Social Protection Delivery Systems
(ii) Increasing Access to Social and Economic Inclusion Interventions

(ili)  Improving the Shock Responsiveness of Safety Net System

Prpject duration

The project started on 27" November 2018 and is expected to run until 31%
December 2023

1.4 Banker

THe followi

Central Bank

S

ng are the bankers for the current year:

¢ of Kenya Limited - Account number: 1000425059
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.5 Auditors

he project is audited by the Office of the Auditor General

.6 Roles and Responsibilities

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

anager and all the key stakeholders who will be involved with the project. Also, record their role,
eir positions, and their contact information.
Names Title designation Key Responsibilities Contacts
qualificati
on
Cecilia Mbaka Deputy Director Social | Masters Project Coordinator | 0721839132
Development
Jane Muyanga Deputy Director Children | Masters Lead-NICHE 0722653187
Services
Winie Mwasiaji Deputy Director Social | Masters Lead-Economic 0722829900
Development Inclusion
Programme
PA Mosés Muga | Principal Accountant Msc- Project Accountant | 0722809933
Commerce

1J7 Funding summary

e Projectlis for duration of 5 years from 2019 to 2023 with an approved budget of Euro 47,500,000
eduivalent to KShs 5,570,182,500 as highlighted in the table below:

low is the funding summary:
j t & A »‘Ml‘ SR A
(‘ Loan
Whrld Bank| | 47,500,000 | 5,570,182,500 | 3,000,000 343,722,900 | 44,500,000 | 5,226,459,600
|
Tdtal 47,500,000 | 5,570,182,500 | 3,000,000 | 343,722,900 | 44,500,000 5,226,459,600
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.8 Sum

ary of Overall Project Performance:

| he Budget performance against actual amounts for current year and for cumulative to-date is as

v Z‘mmu 0)

IPF Cred 906,000,000.00 . 18,291,087.00 2%
\ IPF Graml 365,569,200.00 . 335,569,200.00 92%
GOK Coﬂnterpart
Funds 500,000,000.00 . 92,170,784.00 18%
l :

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

t Ksh 1,169,415,000.

here wer

MPLEMENTATION CHALLENGES

delays in accessing actual funds requisition for implementation ( only by Feb to

[id-March, 2020 ) Funds were provided in December 2019

lementation period due to the Effect of COVID 19 on activities reducing the

mited i
1plement ion period to 2 and half months.

nds centrally managed at HQs using Government systems which does not permit smooth
w of project funds to the lower levels where the project implementations are done

\

RECOMMENDATION.

The¢ project

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

absprption rate and address the challenges in the new financial year 2020/2021.

1.9 Summary of Project Compliance:

The project has complied with applicable laws and regulations, and essential external
financing agreements/covenants,

vi
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I. STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETERMINED

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
inancial iyear, the Accounting officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national government entity’s performance
{gainst predetermined objectives.

The objective of the KSEIP is “to strengthen delivery systems for enhanced access to social and
deonomic inclusion services and shock-responsive safety nets for poor and vulnerable households”.
The Project supports the GoK to build upon the achievements made under the National Safety Net
Hrogram (NSNP) through putting in place credible delivery systems for social protection (SP) services.
Nore specifically, the Project supports results in three areas: (i) enhancing institutional capacity and
flirther strengthening of SP delivery systems, particularly the coverage and functionality of the existing
ngle registry as well as to continue improving the efficiency of the payment and grievance
anagement system,; (ii) investing in scale-up of existing nutrition-sensitive safety net and testing of
chistomized economic inclusion models as a complement to the sensitive safety net and testing of
chistomized| economic inclusion models as a complement to the regular cash transfers to improve
hfiman capital and self-sufficiency of the poor and vulnerable households; and (iii) improving shock
rdsponsiveriess of the safety net system expanding its coverage as well as strengthening financing
angements for timely support to the affected households to improve their resilience and coping with
récurrent climate-induced droughts.

attainment of Strategic development objectives

r purposes of implementing and cascading the above development objectives to specific sectors, all
e development objectives were made specific, measurable, achievable, realistic and time-bund
EMART) |and converted into development outcomes. Attendant indicators were identified for
r¢asons of |tracking progress and performance measurement: Below we provide the progress on
aftaining the stated objectives:
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STATUS OF KSEIP DISBURSEMENT LINK INDICATORS OF THE PROGRAMES
IMPLEMENTED BY SDSP AS AT 30™ JUNE 2020

:» ';' | éco eE “Cover‘a e “ énd Fuﬁctionali of Total glocated
pid “SinpléRe ist il‘nhanced 7 Amoyntlish) Status
% ' “‘g ERSESITY 45,000,000
Design and Implementation arrangement for
DLI 1 InP
L 1a(1 enhancement of SR 6,000,000.00 BSECEIEE
Roll out of enhanced SR covers at least 75% Not
DLI1 i -
LI la(1]) of lal.'geted households in 2 non-HSNP 5.000,000.00 Achieved
Counties
Roll out of enhanced SR covers at least 75% i
DLI la(1]11 f in 1 -
[1a(111) 0 tar.geted households in 17 non-HSNP 15.000,000.00 Achieved
Counties
Roll out of enhanced SR covers at least 75% Not
DLI la(1V ft i -HSN
a(1v) 0 ar'geted households in 32 non-HSNP 15.000,000.00 Achieved
Counties
Roll out of enhanced SR covers at least 75% Not
DLI 1a(V f i x
la(V) 0 tar.geted households in 39 non-HSNP 4,000.000.00 o
Counties
i i New Innua Jamii Payment Mechanism for | Total Allocated
'}DIﬂZM | | Consolidated Cash Transfer program is | Amount(USD)- Status
| | |rolledout i 14,000,000
60% of beneficiaries receiving payments )
LI2 Ach d
& | through new payment mechanism 9,000,000.00 RHEEHE
DLI 2b 100% of beneficiaries receiving payments 85%
through new payment mechanism 5,000,000.00 Achieved
viii
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mtegréted G&CM Mechanism s

) Total ~ Allocated
DLI 3 ; strengthened and rolled out at decentralized | Amount(USD)- Status
i level 20,000,000
G&CM Mechanism is functional at all level Not
DLI 3a for four NSNP Programs in 47 counties 10,000,000.00 Achieved
Enhanced G&CM Mechanism is functional in s
tall KSEIP cc.)untles as per revised design and 10,000.000.00 Aellevad
DLI 3b implementation arrangement
} ¢ 1 s . : ; Total Allocated
DLI4 i:tcer::::tio liiccess to social inclusion Amount(USD)- i
S ‘ : 34,000,000
Oh 1 . 2 e .. N
DLI 4a(]) 1,700 households receiving nutrition sensitive ot .
cash transfer 1,400,000.00 Achieved
Tools designed and formal agreement
between SDSP,MoH and NHIF in place to
DLI 4b([l InP
® operationalize systematic enrollment of | 4,000,000.00 A Frogress
NSNP beneficiaries into the NHIF
8,300 households receiving nutrition sensitive Not
DLI 4a(l 1
atl) cash transfer. 5,300,000.00 Achieved
40% of NSNP beneficiaries enrolled in NHIF Not
DLI 4b(11 i i i i i
14b(11) with enrollment information available in the 5.000.000.00 Achieved
SR
00 ivi ition- Not
DLI 4a(111) 13,8. ‘ households receiving nutrition 0 .
sensitive cash transfer 4,400,000.00 Achieved
75% of NSNP beneficiaries enrolled in the ot
DLI4b(111) NHIF with enrollment information available 6.000.000.00 Pr—
in the SR
19,400 households receiving nutrition- Not
\Y%
DEL4agiv) sensitive cash transfer 4,500,000.00 Achieved

X
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23,500 households receiving

DLI 4b(1
(M) sensitive safety net services

nutrition-

3,400,000.00

Not
Achieved
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- II. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY

1. Sustainability strategy and profile -

—

he GoK commitment to the proposed interventions and the alignment with its policy commitment
r SP and the ‘Big Four’ is a prerequisite for sustainability beyond the life of the project. First, the
oK exp%ded the NSNP at a larger scale than originally expected (under the NSNP PforR
peration), demonstrating its commitment. The proportion of NSNP cash transfers financed by the
oK has more than doubled in the past five years: almost 90 % of program beneficiaries are currently
nanced by the GoK (compared to 38% in FY13). It has further committed to take over 74% of the
SNP cash transfer costs by FY20, such that the GoK would finance about 96% (about KSh 25
illion) of| the total NSNP cost. Second, the GoK continues to invest in SP delivery systems,
\cluding c¢onsolidation of the MIS, improved payment system, citizen’s engagement and shock-
bsponsiveness. Third, the proposed KSEIP is the culmination of nearly two years of in-depth
bnsultations and consensus building within the GoK on the need for integrated SP services to
rengthen |resilience and enable self-sufficiency of poor and vulnerable households. A technical
orking group prepared a ‘Comprehensive and Integrated SP Program,” which enjoyed high-level
blitical backing of the Permanent Secretary, as well as the Cabinet Secretary for the MLSP

= s~ m— e s

2. Environmental performance

The project has been screened for short and long-term climate change and disaster risks. The climate
vhinerability of the project was identified, and climate adaptation measures considered in the project
d¢sign. The proposed project would improve the shock-responsiveness of the safety net system in the
AISAL areas, which are most affected by droughts occasioned by climate change. The enhanced SR
would contribute to a system more responsive to shocks through better identification and
cqtegorization of beneficiaries. The expanded coverage of potential beneficiaries would also enable
identification for other SP programs beyond the NSNP, including social and economic inclusion
vices, contributing to improved resilience of poor and vulnerable households. Institutional capacity
project | implementation, coordination, and M&E, as well as enhancement of capacity and
impplementation of the BOS can all be considered to contribute to climate change adaptation.
Pdrticularly] Component 3 of proposed KSEIP would address some of the climate related challenges
the project areas to reduce the impact and vulnerability of drought and food insecurity in counties
arld communities. The project would monitor progress toward shock-responsiveness and resilience to
cdunter climate change through the outcome indicator on risk financing strategy for HSNP scalability.
Ah assessment of the project activities was undertaken by the World Bank’s Climate Change Group,
which estimated the total climate co-benefits in this project to amount to US$ 59.75 million (or 24%
of{the IDA contribution). The assessment found that adaptation co-benefits can be assigned for: (i)
enhancing the scope and coverage of the single registry, since it will enable timely identification of
seholds affected by climate-related emergencies; (ii) expanding the nutrition-sensitive safety net,
sijce food insecurity has been linked to droughts and (iii) improving the shock responsiveness of the
safety net system, since it will enhance the resilience of beneficiaries to the droughts induced by
ate change.

X1
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3. Community Engagements

KSEIP design incorporates Kenya-specific gender considerations. First, the project builds on the
NSNP cash transfer programs which have demonstrated positive impact on gender outcomes.
rogram targeting of both the CT-OVC and HSNP recognizes the vulnerability of female-headed
ouseholds: most recipients are women, although they are not explicitly targeted as the main
eneficiaries. This has been reported to enable women to increase control of household budgets and
articipation in income-generating activities. Analysis of the HSNP has indicated spill over effects on
ore balanced household decision-making. Evaluations have found that the cash transfer programs
duced the likelihood of young women becoming pregnant and improved mental health outcomes,
ch as lower rates of depression, greater belief in self-agency and self-efficacy, and more positive
iews of [the future. Second, the KSEIP would support positive gender outcomes through
ihterventions specifically targeted to women. NICHE would support PLW and mothers to make better
ietary decisions for their children and enhance existing impacts on household decision making
through the provision of a top-up transfer. The KSEIP M&E framework includes gender-
isaggregated indicators on proposed project beneficiaries. Project surveys would collect data on
nder dimensions of program implementation and outcomes. Lastly, the SR would be leveraged to
c¢pllect and monitor gender specific data.

KSEIP would use the citizen’s engagement mechanism already in place for the NSNP, namely the
(&CM mechanism. This mechanism has been established at the national level with adequate staff
ahd established procedures for receiving, recording, and acting on complaints along with a feedback
njechanism| to close the loop. It includes service charters to guide program engagement with
beneficiarigs, as well as MIS modules for tracking complaints and hotlines for receiving them.
Community-level structures, such as the Constituency Social Assistance Committees and Beneficiary
elfare Committees (BWCs), have been established to raise awareness of the rights and entitlements
of the beneficiaries, as well as to complement program officers and serve as an additional conduit for

gaging with the beneficiaries and stakeholders. Work is ongoing to further strengthen this system
by fully auBtrmating and decentralizing the G&CM mechanism as well as by rolling out a recently

efidorsed BOS to increase beneficiary awareness of their rights and entitlements as well as the
plocedures [for G&CM. The proposed project would further enhance the G&CM mechanism and
bdneficiary |outreach to ensure that a consolidated and coherent citizen’s engagement system is
tablished 'to address complaints and grievances and facilitate community feedback on proposed
KBEIP activities in a structured manner.

[¢]

b N
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o
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they were in

STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES.

The Principal Secretary for State Department for Social Protection and the Project Coordinator for
Cenya Social and Economic Inclusion Project are responsible for the preparation and presentation of
he Project!s financial statements, which give a true and fair view of the state of affairs of the Project for
nd as at the end of the financial year (period) ended on June 30, 2020. This responsibility includes:
) maintaining adequate financial management arrangement and ensuring that these continue to be

roughout the reporting period; (ii) maintaining proper accounting records, which disclose
nable accuracy at any time the financial position of the Project; (iii) designing,
ng and maintaining internal controls relevant to the preparation and fair presentation of

al statement, and ensuring that they are free from material misstatements, whether due to
aud; (iv) safeguarding the assets of the Project; (v) selecting and applying appropriate

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

ipal 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

policies in accordance with International Public Sector Accounting Standards.

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

and fair view of the state of Project’s transactions during the financial year/period ended
20, 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
oject 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 internal financial control.

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

al and Economic Inclusion Project confirm that the Project has complied fully with
jovernment Regulations and the terms of external financing covenants, and that Project

tended and were properly accounted for.

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

Approval ofthe Project financial statements
THe Project
Sqcial Prot

(»7/“"’ \

N

2020 and signed by them.

B

v

N
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Project Accountant:

Project Coordinator
Moses O. Muga

Cecilia Mbaka
ICPAK Member No. 14266
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OFFICE OF THE AUDITOR-GENERAL
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REPRORT OF THE AUDITOR-GENERAL ON KENYA SOCIAL AND ECONOMIC
INCLUSION PROJECT IDA CR NO. 6348-KE AND GR NO. TF0A 9527 FOR THE YEAR
ENDED 30 JUNE, 2020 — STATE DEPARTMENT FOR SOCIAL PROTECTION

REPORT ON THE FINANCIAL STATEMENTS

Opinion

| haye audited the accompanying financial statements of Kenya Social and Economic
Inclusion Project set out on pages 1 to 13, which comprise of the statement of financial

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

and the statement of comparative budget and actual amounts for the year then ended,

and

summary of significant accounting policies and other explanatory information in

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

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Kenya Social and Economic Inclusion Project, and of its financial
perfarmance and its cash flows for the year then ended, in accordance with International

ic Sector Accounting Standards (Cash Basis) and comply with the Credit Agreement

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

In addition, the special account statement presents fairly the special account transactions

for th

Basi

period and the closing balance has been reconciled with the books of account.

for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Kenya Social and Economic Inclusion
Project 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.

Emp

asis of Matter

Foreign Exchange Difference

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

Report
30 June

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



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.343,722,900 against budgeted amount of Kshs.906,000,000 resulting to
underfunding of Kshs.562,277,100 representing 62% 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
96% 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, | 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 |
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 of the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended
30 June, 2020 - State Department for Social Protection
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND|GOVERNANCE

Conclusion
As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit

procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

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
rnal control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Project ability to continue to sustain its services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or 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 financial reporting
process, reviewing the effectiveness of how the Project monitors compliance with relevant
legis|ative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall governance and

Report of the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended
30 June, 2020 - State Department for Social Protection
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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 ISSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal 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)(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 control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAIls. 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 ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | 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



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

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

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

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

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

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

| communicate with the Management regarding, among other matters, the planned scope

and ti

ing of the audit and significant audit findings, including any significant deficiencies

in internal control that are identified during the audit.

rovide Management with a statement that | have complied with relevant ethical
ments 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.

~

%Ga%iungu

AUDITOR-GENERAL

Nairobi

23 December, 2020

Report af the Auditor-General on Kenya Social and Economic Inclusion Project for the year ended
30 June, 2020 - State Department for Social Protection
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Reports and Financial Statements

For the

* |Kenya Social and Economic Inclusion Project

ancial year ended June 30, 2020

KShs

1. STATEMENT OF RECEIPTS AND PAYMENTS

KShs

KS.hs

KShs

KShs

RECEIPTS

Loan fram external
development 1
partners(World Bank)

343,722,900

343,722,900

TOTAL RECEIPTS

343,722,900

343,722,900

PAYMENTS

Compensation of
employees

Purch?se of goods and
services

18,291,087

18,291,087

Social se¢curity benefits

Acquﬂsiiion of non-
financial assets

Transfers to other
government entities

Other grants and
transfers and payments

TOTAL PAYMENTS

18,291,087

18,291,087

SURPLUS/(DEFICIT)

325,431,813

325,431,813

Printipal|Secretary
Nelson Marwa Sospeter, CBS

Project Coordinator

Cecilia Mbaka

ANK\LW ‘

Project Accountant:

Moses O. Muga

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

>@ﬁvna/x’l\cial statements.

ICPAK Member No. 14266




Kenya Social and Economic Inclusion Project
Reports and Financial Statements
For the financial year ended June 30, 2020

2. STATEMENT OF FINANCIAL ASSETS

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances 4 325,431,813 -
Cash Balances - =
Cash Equivalents (short-term deposits) 325,431,813 -
Total Cash and Cash Equivalents 325,431,813 -
Accounts receivables — Imprest and Advances - -
TOTAL FINANCIAL ASSETS 325,431,813 -
REPRESENTED BY

Fund balance b/fwd - -
Prior year adjustments - -
Surplus/(Deficit) for the year 325,431,813 -
NET FINANCIAL POSITION 325,431,813 -

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The financial statements were approved on 7—‘~{’ | 'z 2020
and signed by: 1

1~
| rina'pal Secretary Project Coordinator Project Accountant:
Nelson Marwa Sospeter, CBS Cecilia Mbaka Moses O. Muga

ICPAK Member No. 14266




Kenya Sacial and Economic Inclusion Project
Reports and Financial Statements
For the financial year ended June 30, 2020

3. STATEMENT OF CASH FLOWS

9

192020 | 2018-201

~ KShs

Transfer from Government entities

Loan from external development partners(World Bank) 1

343,722,900

Miscellaneous receipts

343,722,900

Payments from operating activities

Compeﬂlsation of employees

Purchase of goods and services 3

Social security benefits

(18,291,087)

Transfers to other government entities

Other grants and transfers

Adjustments during the year

Decrease/(Increase) in Accounts receivable:
(outstanding imprest)

Increase/(Decrease) in Accounts Payable:
(deposits and retention)

Prior Year Adjustments

Net cash flow from operating activities

325,431,813

CASHFLOW FROM INVESTING ACTIVITIES

Acquisition of Assets

Net cash flows from Investing Activities

CASHFLOW FROM BORROWING ACTIVITIES

Proceeds from Foreign Borrowings

Net cash flow from financing activities

NET |INCREASE IN CASH AND CASH
EQUIVALENT

325,431,813

Cash and cash equivalent at BEGINNING of the
year

Cash and cash equivalent at END of the year

325,431,813

The accqunting policies and explanatory notes to these financial state
finapcial statements. The entity financial statements were approved on

Bualmncah) Wl -

rinctpal Secretary Project Coordinator
Nelson Marwa Sospeter, CBS Cecilia Mbaka

2]

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

ments form an integral part of the
2020 and signed by:
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' Recelr

ts/Payments

STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Receipts

Proceeds from - 38%
foreign Loan 1,789,000,000 883,000,000 | 906,000,000 343,722,900 | 562,277,100

Total Receipts 1,789,000,000 | -883,000,000 906,000,000 343,722,900 562,277,100
Payments

Compensation of = 0%
employees 24,528,000 24,528,000 - . A 0
Purchase of goods - 49
and services 1,241,764,000 802,898,000 [ 438,866,000 18,291,087 | 420,574,913 0
Acquisition of non- - 0%
financial assets 477,708,000 55,574,000 | 422,134,000 422,134,000 )
Other grants and 0
ttandfeks 45,000,000 0 45,000,000 45,000,000 0%
Total Payments 1,789,000,000 | -883,000,000 906,000,000 18,291,087 887,708,913

Note: T
in Anne

’Prin?fpal Secretary

Nelson

he significant budget utilisation/performance differences in the last column are explained
x 1 to these financial statements.

AARARR)

"R i

Proj ect Accountant:

Project Coordinator
Cecilia Mbaka Moses O. Muga

ICPAK Member No. 14266

Marwa Sospeter, CBS
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S.1.

DTES TO THE FINANCIAL STATEMENTS

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

sis of Preparation

1 Statement of compliance and basis of preparation

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

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

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

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

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

by the PSASB.

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

financial statements are for the Kenya Social and Economic Inclusion Project under
onal Government of Kenya. The financial statements encompass the reporting entity as

specified in the relevant legislation PFM Act 2012 .

5.1.3  Reporting currency

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

Shilling.

%.2 Significant Accounting Policies

cognition of receipts

The Project recognises all receipts from the various sources when the event occurs, and the
related cash has actually been received by the Government.

e Transfers from the Exchequer

Transfer from Exchequer has been recognized in the books of accounts when cash is
receivied. Cash is considered as received when payment instruction is issued to the bank and
notified to the receiving entity.

e External Assistance
Extemal assistance is received through grants and loans from multilateral and bilateral

lopment partners.




enya Social and Economic Inclusion Project
eports and Financial Statements
For the financial year ended June 30, 2020

Donations and grants
ants and donations shall be recognized in the books of accounts when cash is received.
ash is considered as received when a payment advice is received by the recipient entity
or by the beneficiary. In case of grant/donation in kind, such grants are recorded upon
receipt of the grant item and upon determination of the value. The date of the transaction
is the value date indicated on the payment advice.

roceeds from borrowing

orrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and
xternal loans acquired by the Project or any other debt the Project may take on will be
reated on cash basis and recognized as a receipt during the year they were received.

ndrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate
to funding for the Project currently under development where conditions have been
satisfied or their ongoing satisfaction is highly likely and the project is anticipated to
continue to completion. An analysis of the Project’s undrawn external assistance is shown
in the funding summary

e 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.

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

e 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.

e Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which
they incurred and paid for.




Kenya Social and Economic Inclusion Project
Reports and Financial Statements
For the financial year ended June 30, 2020

o Repayment of borrowing (principal amount)

he repayment of principal amount of borrowing is recognized as payment in the period
which the repayment is made. The stock of debt is disclosed as an annexure to the
consolidated financial statements.

e Acquisition of fixed assets

he payment on acquisition of property plant and equipment items is not capitalized.
he cost of acquisition and proceeds from disposal of these items are treated as
payments and receipts items respectively. Where an asset is acquired in a non-exchange
transaction for nil or nominal consideration and the fair value of the asset can be reliably
established, 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
purposes of consolidation. This summary is disclosed as an annexure to the consolidated
financial statements.

¢) In-kind donations

-kind contributions are donations that are made to the Project in the form of actual
oods and/or services rather than in money or cash terms. These donations may include
ehicles, equipment or personnel services. Where the financial value received for in-
ind 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
posite amounts; otherwise, the contribution is not recorded.

d) Cash and cash equivalents

ash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
onh call and highly liquid investments with an original maturity of three months or less,
hich are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
nk of Kenya and at various commercial banks at the end of the financial year. For the
purposes of these financial statements, cash and cash equivalents also include short
cash imprests and advances to authorized public officers and/or institutions which
re not surrendered or accounted for at the end of the financial year.

Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accounts are
restriicted for use in refunding third part deposits
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¢) |Accounts receivable

For the purposes of these financial statements, imprests and advances to authorized public
fficers and/or institutions which were not surrendered or accounted for at the end of the
inancial year is treated as receivables. This is in recognition of the government practice
here the imprest payments are recognized as payments when fully accounted for by the
mprest or AIE holders. This is an enhancement to the cash accounting policy. Other
ccounts receivables are disclosed in the financial statements.

f) | Contingent Liabilities
Alcontingent liability is:

a) | A possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity; or

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

i) It is not probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation; or

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

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

T}e Entity does not recognize a contingent liability but discloses details of any contingencies in the
tes to the financial statements unless the possibility of an outflow of resources embodying

edponomic benefits or service potential is remote.

Se
or
thg

logns

ction 89 (2) (i) of the PFM Act requires the National Government to report on the payments made,

Th¢ Entity does not recognize a contingent asset, but discloses details of a possible asset whose
exiptence is ¢contingent on the occurrence or non-occurrence of one or more uncertain future events

not{ wholly

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

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

wi

1| arise and the asset’s value can be measured reliably, the asset and the related revenue are

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

h) Pending bills

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




Kenya Social and Economic Inclusion Project
eports and Financial Statements
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the payment of cash in the reporting period, they recorded as ‘memorandum’ or ‘off-
lance’ items to provide a sense of the overall net cash position of the Project at the end of
the year. When the pending bills are finally settled, such payments are included in the
statement of receipts and payments in the year in which the payments are made.

i) |Budget

he budget is developed on a comparable accounting basis (cash basis), the same accounts
lassification basis (except for accounts receivable - outstanding imprest and clearance
ccounts and accounts payable - deposits, which are accounted for on an accrual basis), and
or the same period as the financial statements. The Project’s budget was approved as
equired by Law and National Treasury Regulations, as well as by the participating
evelopment partners, as detailed in the Government of Kenya Budget Printed Estimates for
he year. The Development Projects are budgeted for under the MDAs but receive budgeted
unds as transfers and account for them separately. These transfers are recognized as inter-
ntity transfers and are eliminated upon consolidation.

A high-level assessment of the Project’s actual performance against the comparable budget
for the financial year/period under review has been included in an annex to these financial
statements.

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
currencies during the year/period 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.
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) | Comparative figures

here necessary comparative figures for the previous financial year/period have been
ended or reconfigured to conform to the required changes in financial statement
resentation.

m) Subsequent events

ere have been no events subsequent to the financial year/period end with a significant
pact on the financial statements for the year ended June 30, 2020.

rrors

aterial prior period errors shall be corrected retrospectively in the first set of financial
statements authorized for issue after their discovery by: i. Restating the comparative
amounts for prior period(s) presented in which the error occurred; or ii. If the error occurred
before the earliest prior period presented, restating the opening balances of assets, liabilities
and net assets/equity for the earliest prior period presented.

10
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NOTES TO THE FINANCIAL STATEMENTS
. LOAN FROM EXTERNAL DEVELOPMENT PARTNERS
During the 12 months to 30 June 2020 we received funding from development partners in form of loa
rlegotiated by the National Treasury donors as detailed in the table below:
Name of Donor Date Amount | Loans Loans Total amount in
‘ received | in loan received in | received | KShs
currency | cash as direct
!1 payment
| EURO KShs KShs 2019/20 2018/19
[.oans Received from
Multilateral Donors
International
Drganiza \ions)
orld Bal;k
’ 12/11/2019 | 3,000,000 343,722,900 0 | 343,722,900 0
otal \ 3,000,000 343,722,900 0
343,722,900 0
3. ]’URCHA\SE OF GOODS AND SERVICES
‘i \ Cumulative
| 2019/20 2018/19 to- date
W: \ Payments Payments
made by the | made by third
Entity in Cash | parties Total Payments
| KShs KShs KShs KShs KShs
Utilities, suppﬂies and 0 0 0 0
seryjices 0
Corimunicatitn, 0 0 0 0 0
supplies and services
Donpestic travfl and 15,999,970 0 15,999,970 0 15,999,970
subsgjstence
Forejgn travel \and 1,775,517 0 1,775,517 0 1,775,517
subs|stence
Prinfing, advertising 0 0 0 0 0
and |- information
supplies & services
Renttls of procﬂuced 0 0 0 0 0
asset

11
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Training ﬁpayments 135,600 135,600 135,600
Hospitalii supplies 360,000 360,000 360,000
hnd services

nsurance costs 0 0 0
*pecializeti materials 0 0 0
ind services

ther operating 0 0 0

ayments

uel Oil and Lubricants 20,000 20,000 20,000
 outine maintenance — 0 0 0
Vehicles an%i other
ttansport equipment
HRoutine maintenance- 0 0 0
—other assets
Exchange rate 0 0 0
Idsses/gains (net)
Tptal [ 18,291,087 18,291,087 18,291,087
4,|CASH AND CASH EQUIVALENTS CARRIED FORWARD

E \ 2019/20 2018/19

| | KShs KShs
Bénk accourits (Note.4.1) 325,431,813 0
Cabh in hand 0 0
Cakh equivaﬂents (short-term deposits) 0 0
T¢tal | 325,431,813 0

Th¢ project Has one project accounts spread within the project implementation area and one currency
designated accounts managed by the National Treasury as listed below:

4.1|Bank Accounts

Pr+ect Bank Accounts

‘1 \ 2019/20 2018/19
\ \ KShs KShs
Forgign Curﬂencv Accounts
Cenfral Bank #f Kenya [A/c No] 0 0
Totgl Foreigr4 Currency balances 0 0
Loc lCurrenkv Accounts
Central Bank df Kenya [A/c No 1000425059] 325,431,813 0




Kenya Sacial and Economic Inclusion Project
Reports and Financial Statements

|For the financial year ended June 30, 2020

Total local currency balances 325,431,813 0
Total bank account balances 325,431,813 0
5. FUND BALANCE BROUGHT FORWARD
2019/20 2018/19
‘ KShs KShs
Bank accounts 0 0
Cash in hand 0 0
Cash equivalents (short-term deposits) 0 0
Outstanding imprests and advances 0 0
Total 0 0
6. CHANGES IN RECEIVABLE
2019 - 2020 2018 - 2019
KShs KShs
Outstanding Imprest as at 1*' July 2019 (A) 0 0
Imp rest issued during the year (B) 4,474,300 0
Imp rest surrendered during the Year (C) 4,474,300 0
Net changes in account receivables D= A+B-C 0 0

13
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