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Kimira Oluch Smallholder Farm Improvement Project
Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

1. Project Information and Overall Performance

1.1 Name and registered office

Name

The project's official name is "Kimira Oluch Smallholder Farm Improvement Project' (KOSFIP).

Objective

The key objective of the project is to improve income levels in a sustainable manner for 3,000 rural
households in Homabay County through rmproved agricultural productivity for poverty reduction and
improved livelihoods.

Address

The Project Headquarters Office is located in Homa Bay town, Kenya.

The address of its Registered Office is:

P.O. Bc'r 293-40300
Ministry of Public Works Building
Kendu Bay -Homa Bay Road
Homa Bay, Kenya

Contacts:

The following are the project contacts

Telephone : (25 4) O 59 -223 222
E-mail: kosfipl @gmail.com

lv



Kimiro Oluch Smallhokler Farm Improvement Project
Annual Report and Financial Statementsfor theftnanctol year ended June 30, 2022

Project information and overall performance (continued)

1.2 Project Information

Project Manager: The project manager is Mr. Wilson Omulo

Project Sponsor: The prqect sponsor is The Africa Development Bank (ADB) and

The Govemment of Kenya (GoK)

1.3 Project Overview

Line Ministry/State

Department of the project

Achievement of strategic

r eoals

flrhar im^a*--+ h.^L-.^.,^.1
v!rrlr rrrrPvr!urr vulNbrvur!u

information of the project

The Project is under the supervision of Ministry of East African

Community and Regional Development, State Department for

Regional & Northem Corridor Development

The strategic goa.ls of the project are as follows.
(i) To enhance sustainable income levels for 3,000 rural households

in Homa Bay County and thus help in alleviating poverty.
(ii) To improve agricuirurai prorjuctiviry anci vaiue of the produce

for poverty reduction and improved rural livelihoods in Homa
Co

The project management aims to achieve the goals through
development of two sustainable and environmentally friendly
smallholder irrigation schemes in Kimira and Oluch:-

Kimira Scheme in Rachuonyo North Sub County which covers a
gross area of 1,790 Ha, with a net irrigable area of 808 Ha and a

total of 44 irrigation blocks. It has 1,616 smallholder farmers'
households.

I

Oluch Scheme in Rangwe and North Rachuonyo Sub County,
which covers a gross area of 1,308 Ha with a net irrigable area of
666 Ha and total of 53 irrigation blocks. It has 1,334 smallholder
farmers households.

A tatal numl'er of 3000 households are to L'enefit directly frorn the

two Irrigation Schemes, and another 400,000 to benefit indirectly

Prcject Compcnents:
The project implements its activities under three distinct components
A. Irrigation Scheme Develooment and Management with the

fol lowing sub-components :

l. Formdion of Water Users Associations

v

Project Start Date:

Project End Date:

The project start date is l3th February, 2007

The project end date is 30s June, 2025

Project number ADF LOAN NO. 2100150012296

Strategic goals ofthe project
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2. Irrigation Scheme Development
3. Supervision of Scheme Construction
4. Environmental Mitigation

B. Marketing and Extension with the following sub-components:
l. Support to farmers
2. Support to Extension Workers
3. Marketing Linkages

C. Proiect Manas,ement and Coordination Comoonent

Project Achievements:
Under Irrigation Scheme Development and Management, the Project
has constructed the following structures: -
. 2 Crravity Intake Weirs
! 4 motorable Bridees
. 54.64 km of Reinforced concrete Water Conveyance System
. 85.5km Water Drarnage System
. l0 Night Storage Reservoirs
. 8 Communal canal based water take off points
. 2lnigation Water Users Association (IWUA) offices buildings.
. 28.5km Road Networks (Access and Service Roads)
. 2 Sand trap.
In Environmental Mitigation the following activities have been
achieved : -
. 120 (24 - ADB Grant and 96- GoK) Resettlement Permanent

Houses and lNo. Community Church, constructed..
The Project also srrpported' -
o Vulnerable persons (school fees were paid to Universities,

Colleges and Secondary Schools for 78 students from the
vulnerable families in Oluch and 46 students in Kimira
respectively. Livelihood start-up packages were also provided).

o 3000 mosquito bed -nets provided.
- l nl \I^ Q nnnl.^ ,,,^e^- r^-l-^ :-^.^ll^,1 :- ^^L^^l^ l:^-^-^^-:^^ ^-J! I :/ I r \U. o,vvvlt> Wott/t tOt[J rrlStArtit, rlt JUttt UIJ, !.llSpttlbaU lt/J OllU

resettlement houses.

o 3000 farmers trained on improved farming methods and project
other actlvltles.

The project was formed to intervene in the following areas:
(i) Low food security
(ii) High poverty rates in the County.

Project duration The project started on 13ft February 2007 and is expected to run until

30 June 2025

Current situation that the

pr<.rject was ftrrmed to

intervene

vl
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Project Information and Overall Performance (Continued)

1.4 Bankers

ProJect Account No. : 0 l 1 41047 0287 02
Co-operative Bank of Keny4 HomaBay Branch
P. O. Box 406-40300,
IIOMA BAY

1.5 Audltort

The Project is audited by Offrce of the Auditor General

The Auditor General
Offrce of me Auditor (tuiieral

Anniversary Towers
Monrovia Steet
P. O. Box 30084-00100
NAIROBI
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Project Information and Overall Performance (Continued)
1.6 Roles and Responsibilities

The key personnel involved in the project are;

Dr. Belio R. Kipsang, CBS Principal Secretary, State
Department for Regional &
Northern Corridor

Ms Wanjiku Manyatta Ag. Director, Regional
Development Authorities.

Tom Odundo

Victor Bwire

John Rop Serem

Sarah Khanani

Maurice Arego

Head Accounting Unit
State Department for
Regiunal & iiorthenr
Corridor

Human Resource Manager
O- A J--.i-.'^r-^e^-

OC .ltll lt I I tl su At\Jr

Transport Officer

Names Title desisnation Responsibilities

Accounting Officer

Liaison Officer for Project
activities at State
Department for Regional &
Northern Corridor
Development

Wilson Omulo Project Manager
Overall management of the
proiect

Coordinating and efFecting
payments from the state
department.

Ag project Accoturtant
Auzust 2021- Jtlv 2022

Head of Accounts

Georoe Orrma
Ag. M&E Officer and
Enuronmentalrst

In charge of Monitoring
and Evaluation and
En vironm ent Department

Richard Misati
Ag Project Accountant
Auzust 2022to date

Head of Accounts

Managing Human
Resource and General
Administration

Amos Amenya

Florence Atera

Snr. Agronomist

Rural Sociologist and
Gender Specialist

In charge of Agronomy
Department 

_

In charge of Rural
Socioloev Department

Cartographer
In charge of Cartography
Department

Wesley Cheruiyot Assistant Engineer
In charge of Engineering
Activities
In charge ofTransport
n^.^^r--- ^--ar_rcpar trucltt
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l

Funding summary

The Project is for a durdion of (18) years from 2007 to 30n June 2025 with an approved ADF Loan
of UA 22,978,992 equivalent to Kshs 2,851 ,000,000, ADF Grant of UA 1,147 ,529 equivalent to Kshs
742,408,349 and GoK counterpart of Kshs. 5, I 87,998,01 t as highlighted in the table below:

Below is the funding summary:
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Kimira Oluch Smallholder Farm Improvement Project
' 'Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

- Project information and overall performance (continued)

I 7 e,,---^, ^€/1,,-.^rl Dr^:-at D--€^-*----.tt4rra.rt*. t vJ \2 tt. B.r r , uJ!!t , L.Jv. ,rl*!.!L.

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

Cumulatively since the project commenced its implementation activities, Kshs.7,356,234,812 has been

disbursed. During this reporting period, the project received Kshs.62,763,830 for implementation of
recurient a,;tivitis". The Projtx;t's ovsrall utilization of the aliocated funds nrentioned aliove fianslates to

100% absorption rate during the period under review. The funds received did not cover development

budget and the project was not able to achieve the required threshold of 30o/o to '70o/o, with regards to

recurrent expenditure (operating services) and development expenditure respectively. However, we

utilised the funds committed and rolled over from the previous financial year towards specific activities

that includeci construcrion oi minor tertiary imgation intrastnrcture and t-encing oi night storage reservoirs

that were posing danger to the community. This enabled connection of more farmers to the irrigation
infrastructure, thus increasing overall crop production. As such, there was unfavourable variance in the

absorption of the funds advanced to the project due to massive budget cuts.

Phyvical progress bascd on outputs, outcourur and iurpucts sinct project currnreuceureut together
with value-for-money achievements:

o A 59 Km main water conveyance system and associated infrastructure developed and currently
conveying water to 97 irrigation blocks.

o 122.4 Km of tertiary canals (in-block irrigation infrastnrcture) has been constructed and supplying
water to 75 irrigation blocks. Irrigation agriculture is ongoing in the connected block which has
resulted in increased income for the beneficiaries.

o 2No Irrigation Water Users Associations (IWUAs) formed and sensitized which has enhanced
ownership and participation by the project beneficiaries.

o 1,389 farmers have been trained on modsrn irrigation agriculture and are currently adopting

modern farming methods and utilizing the irrigation infrastructure with current crop production

standing at 8,000 M/T per year, in the net irrigable areas.

Challenges and Recommended Way Forward
o The adverse effects of project activities have been mitigated through execution of both social and

physical environmental safeguards as prescribed in the Environmental Management Plan (EMP).

o Livelihood of the households affected by the irrigation infrastructure has been restored by
resettling them away from the effects of the irrigation infrastructure.

1.8 Summary of Project Compliance
There were no non-compliance issues during the year under review
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2. Statement of Performance against Project's Predetermined Objectives

Introduction

Section 8l (2) (0 of the Public Finance Managernent Act,2012 requires that, at the end of each

financial year, the Accounting Officer when preparing financial statements of each National

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

Accounting Standards Board includes a statement of the national government entity's performance

against predetermined objectives.

The key development objectives of the plan are:

a) To develop sustainable and environmentally friendly smallholder irrigation schemes in

Kimira and Oluch areas of 44 and 53 irrigation blocks on 808ha and 666ha net irrigable area

respectively

b) To empower farmers through acquisition of entrepreneurial skills to manage the schemes.

c) To increase household incomes and food security through irrigated agriculture

Progress on attainment of sfrategic development objectives

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

all the development objectives were made specific, measurable, achievable, realistic and time-bund

(SMART) and converted into development outcomes. Attendant indicators were identified for

reitsons of nacking progress and performance measurement

xlll
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3. Environmentaland Sustainability reporting

Kimira Oluch Smallholder Farm lmprovement Project (KOSFIP) exists to transform lives. This is

our purpose; the driving force behind everything we do. It's what guides us to deliver our strategy.

Below is a brief highlight of our activities that drive towards sustainability.

1. Sustainability strategy and profile

l'he project's efforts to ensure sustainabiiity are hingeci on tfuee piilars, nameiy; economy, society
and the environment. Best practices and policies have been put in place to align the project activities
to these pillars. The project has identified ways and means of ensuring proper management and

sustainability of the irrigation schemes after completion so that the infrastructure is optimally
utilized. These include training of farmers to foster acceptability, ownership and capacity to operate

and manage the irrigation scheme upon completion; Formation of Cooperatives, Extension &
Marketing and Micro financing to address issues of production in the irrigation schemes;

Identification of an institution to provide technical backstopping to farmers and mainstream the
project interventions, and deliberate linkage and collaboration with other relevant agricultural sectors.

The environmental management of the schemes will also be guided by the applications of
Environmental Management & Coordination Act (EMCA 1999) and other environmental policies

and regulations in the country. Since women and youth are the dominant actors in production, the

project is has deliberate efforts to promote their involvement and participation in the scheme

leadership as a way of fostering sustainability

2. Environmentalperformance

The project design was made to provide for environmental mitigation. This was necessary given

that the project was classified under ADB's Environmental and Social Assessment Procedures
(ESAP) as Category l. Environmental Impact Assessment (EIA) was conducted in line with the
Fnvirnnmcnfol I\Ionaccm cnt 2, (-aarAinafinn A n+ /FI\If\ A I OOO\vuvrsrrrurrvrr I rlt \Lrr.!t r, 2, ) i.

The environmental and social sustainability of the schemes has been addressed by including the
negative environmental impacts in the Code of Good Practices for Construction and developing an

Environmental & Social Management Plan (ESMP) that would be used to monitor the environmental
issues occurring in all the phases ofthe Project.

httpivrrtettiatiurr uf ilte wurks itas aisu iaksrr uare uf utvirurrrnurtai urd suDial wucsrrrs lry providfurg

appropriate and adequate crossings over the works, upgrading and equipping health facilities,
provision of clean drinking water (from roof catchments and communal water points). The project
has also trained farmers on various aspects of environmental conservation,

However, some of the conservation activities that were geared towards environmental and social
sustanabtltty relnaln tragrle grven the low level ot' adoption of technologres by the fanners. I he matn
canals have been lined to reduce the risk of siltation and the growth of weeds. However, the weak soil
structure in the project area which is susceptible to erosion poses a threat to the earthen drainage
canals through scouring. In addition, the project design excluded environmentally sensitive areas

(problem areas) from the irrigation layout, especially, areas with serious risk of salinity and fragile
ecosystem.
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E nviron mental an d Sustainability reporting

Conservation of the upper catchment areas of the two rivers, which are the sources of the irrigation
water for the two schemes, is being done to reduce land degradation and ensure the protection and

sustainable use of the upstrearn water catchments. The conservation measures have since reduced the

level of solid deposits in the Kibuon and Tende river waters

3. Employee welfare

The Project has a mixed workforce consisting of staff seconded from other government irsfitutions,
staff contracted by the parent ministry and staff on temporary employment. The hiring process has

been competitive and above board with advertisement of positions put in the local dailies (where
.nnlinnhlc\ Tlra nrnienf lt.c a*rlor ^^nc'irloafinnc ..,ifh ?Oo,z^ af thc ctoff Loi-- f*oloc -l-Lo nrnian+vJ. t ri! Pr vJvvr

has deliberate efforts to improve the skills and knowledge of the work force by implementing a

training progr.Im, where staff is supported to undertake short courses relevant to their areas of
competence. This is done in strict adherence to the set rules guiding the process. After training, there

is continuous sharing of the training experiences, where the trained staffdiscusses with the rest of the

prujeui staff Pafuutlarrse aptrxaisai uf siaff is aisu r'uuiiucly duuu with tire suppurt ui tire parerri

ministry. This has ensured that the employees are oriented towards achieving the results as stated in
the project objectives.

Policy on safety and Compliance with Occupational Safety and Health Act of 2007, (OSHA)

I he Prolect ensures that as thr as posstble, every eurployee has adequate salb and trealthy workrng
conditions. This is done by conducting routine risk assessment, providing safety protective rnaterials
(gears) while performing activities which have recognized hazards, proper maintenance of
machineries and equipment (eg vehicles), availing fire extinguishers at the exit points, as well as

having regularly supervised safety drills. The project also has a provision for assembly point in case

of fire break outs. All these are done in compliance with Occupational Safety and Health Act of
2007, (osH A.2007).

4. Market place practices-

a) Responsible Supply chain and supplier relations-

The Project has been operating a satisfactory procurement system, where the list of pre- qualified
(locat) bidders is obtained and used. The open and fair tendering system has seen the project
honouring the contracts by promptly settling payments for and works completed or services

delivered. (This can be confirmed by the fact that there are no pending payments for services

rendered in this financial year). Further, the project committed to comply with the presidential

directives on considerations to local contents (in procurement). The project has also assimilated the

value contents of the Access to Government Procurement Opportunities provisions (AGPO) and is

adhering very well to its requirements.

xvl
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E nviron mental and Sustainability reporting
b) Responsible ethical practices

The Project observes fair and responsible cornpetition practices by ensuring that all its undertaking are

done above board and competitively. All the requirements are made known to potential persons

(stakeholders) who intend to be involved in the processes as a way of curtailing possible comrption
cases. Responsible political involvement is ensured by tapping in on the participation of the local
political leadership. This has enabled the project to acquire political support which is very key in
mobilisation of the community to accept the project and effectively utilise the infrastructure.

c) Regulatory impact assessment

The Project's management always strives to safeguard citizen and stakeholder's rights.

5. CommunityEngagements

The Project is classified as 'without- community-cash-project'. In which case, the community was to
provide in-kind contribution by giving way leave for construction of the irrigation system. Thus

sections of the land have been forfeited for construction of irrigation infrastructwe. Further, the

^nmmrr-ifi, hoc lrcc- nrn.'irlino lqLnr," rl,..inc rnrrfina nlaoninc onzl moinlcn^-^o ^f flto iri-o+ian 6,c+affiur! tr r rbutrvr. J) Jrvr r r,

Other forms of engagement include representation and participation in the Project Steering Cornmunity
(PSC) meetings and participation in the project implementation through the Irrigation water users

associations (IWUA) activities. Several community based self- help groups, especially among women,

aimed at social functions or small scale savings for production or marketing have also come up and are

p:u ti uipaiirig aic,rrgsirjv ti ts urtrll ei ia furttrcrs liudy ( i WU A).

The Project implemented environmental social safeguard measures activities which are also part of
corporate social responsibility (CSR). In particular, it completed construction of a health facility (in
Oluch scheme) thereby improving access to health services in the area. In addition, the community has

been benetittng tiom the lrngatlon system by drawrng water tbr domestrc use as opposed to earher
period when women had to walk for long distances to fetch water.
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4- Statement of Project Management responsibilities

The Principal Secretary for the Sate Department of Regional & Northern Corridor Development and

the Project Manager for Kimira Oluch Smallholder Farm lmprovement Project (KOSFIP) are

responsible for the preparation and presentation of the Project's financial statements, which give a true

and fair view of the state of affairs of the Project for and as at the end of the financial year ended on
.lnne 30,2022.
This responsibility includes (i)Maintaining adequate financial management arrangement and

ensuring that these continue to be effective throughout the reporting period, (ii)Maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of
the project,(iii)Designing, implementing and maintaining internal conffols relevant to the
preparation and fair presentation of the financial statement, and ensuring that they are free from
material misstatements, whether duc to eiyor cr fraild,(i',') Safbguarding the assets of the projcct,
(v)Selecting and applying appropriate accounfing policies and (v)Making accounting estimates that
are reasonable in the circumstances.
The Principal Secretary for the State Deparnnent of Regional & Northern Conidor Development and

the Project Manager for Kimira Oluch Smallholder Farm Improvement Project (KOSFIP) accept
responsibility for the Project's financial statements, which have been prepared on the Cash Basis

Method of Financial Reporting, using appropriate accounting policies in accordance with International
Public Sector Accounting Standards.

The Principal Secretary for the State Deparrnent of Regional & Northsrn Corridor Development and

the Project Manager for Kimira Oluch Smallholder Farm Improvernent Project (KOSFIP) are of the

opinion that the Project's financial statements give a true and fair view of the state of Project's
transactrons during the financial year/period ended June ?O" )On , and of the Pro]ec,t's financiat posifion
as at that date. The Principal Secretary for the Sate Departnent of Regional & Northem Corridor
Development and the Project Manager for Kimira Oluch Smallholder Farm [mprovement Project
(KOSFIP) fi.rther confirm the completeness of the accounting records maintained for the Project, which
have been relied upon in the preparation of the Project financial statements as well as the adequacy of
the systerns of internal financial contol.
'rL^ D...:-^:-^l C^-^+^-, f^- +L^ Q+^+^ F\-^*-+ ^f D^^;^-^l p. \l^+L.'- /-^-;I^- l-\^,,-l^a**+ ^aJI llv I rtrtwrP(u .Jwlwtu) rur uiw orattw r^Pauiryrrl ur r\w6turro w ' \uurltir \ utrr.Nt uwrvrvPrrrwirt <uru

the Project Manager for Kimira Oluch Smallholder Farm lmprovunent Project (KOSFIP) confirm that

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

Approval of the Project f inancial Statements

The Project financial statemsnts were approved by the Principal Secretary State Depar[nent of Regional

and Northern Corridor Development and the
Improvement Project (KOSFIP) for on

Projecf Manager for Kimira
ag I 1 2022

Oluch Smallholder Farm
and signed by thon.

R. Kipsang CBS

Secretary

Mr. Wilson Omulo

Project Manager

CPA Richard M. Misati

Project Accountant

ICPAK Member No:23338
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HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KIMIRA OLUCH SMALLHOLDER FARM
tMpRovEMENT PROJECT (ADF LOAN NO. 2100150012296) FOR THE YEAR ENDED
30 JUNE, 2022 STATE DEPARTMENT FOR REGIONAL AND NORTHERN
CORRIDOR DEVELOPMENT

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

Tport of the Auditor-General on Kimira Oluch Smallholder Fqrm Improvement Proiect (ADF Loan No.

2100150012296) for the year ended 30 June, 2022 - State Department for Regional and Northern Corridor
Development



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kimira Oluch Smallholder Farm
lmprovement Project No. ADF Loan No.2100150012296 set out on pages 1 to 18 which
comprise statement of financia! assets as at 30 June, 2022, and the statement of receipts
and payments, statement of cash flows and statement of comparison of budget and
actual amounts for the year then ended, and the summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all materia!
respects, the financia! position of the Kimira Oluch Smallholder Farm Improvement
Project (KOSFIP) Project No. ADF Loan No.2100150012296 as at 30 June, 2022, and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards Cash Basis and comply with the
Protocol of Agreement Grant No.2100155007200 and the Loan Agreement
No.2100150012296 both dated 14 July, 2006 between the Republic of Kenya and African
Development Fund and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Accuracy of the Financial Statements

1.1 Unsupported Transfer from Government Entities

The statement of receipts and payments and as disclosed under Note 11.1 to the financial
statements reflects an amount of Kshs.62,763,831being transfer from other government
entities. The amount was received and expended by the State Department for Regional
and Northern Corridor Development presumably on behalf of the Project. The
Management indicated that financial records in respect of these amounts were
maintained at the state department Headquarters with the field office just processing.
Further, the ledger and other support documents for these receipts were not provided for
audit review.

ln the circumstances, the completeness and accuracy of the amount of Kshs.62,763,831
under transfer from other government entities could not be confirmed.

1.2 Fund Balance

The statement of receipts and payments reflects a cumulative deficit balance of
Kshs.230,900 while the statement of financial assets reflects a fund balance of Kshs.31 1

resulting in unexplained variance of Kshs.231,211. !n addition, the Management did not
explain how the deficit has been funded.

Reporl of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
2100150012296) for the year ended 30 June, 2022 - State Department for Regional and Northern Corridor
Development
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ln the circumstances, the accuracy, completeness of the fund balance of Kshs.311 coul&
not be confirmed

1.3 Statement of Receipts and Payments Cumulative Balances

The statement of receipts and payments reflects total cumulative receipts of
Kshs.4,362,826,464. However, the cumulative amounts do not include cumulative
receipts from the financers of Kshs.2,993,408,349 as disclosed in the Project lnformation
and Overall Performance Table A on source of funds. The cumulative balance reflected
in the statement of receipts and payments is therefore inaccurate.

ln addition, Table A on source of funds reflects an amount of UAP 7,676,071
(Kshs.825,171,548) as being the undrawn balance from the Government of Kenya (GOK)
Counterpart Funds. However, the financial statements for the previous year, (2021)
showed a similar amount of UAP 7,676,071, which translated to Kshs.890,005,390. The
Project received Kshs.62,763,831 from GOK in the year under review. ln the
circumstances, the Table A on source of funds and the statement of receipts and
payments cumulative figures are incorrect.

Further, the statement of receipts and payments reflects cumulative payments of
Kshs.4,363,057,364, which differs with the Table B on application of funds which reflects
accumulated balance of Kshs.7,356,234,812 as at 30 June,2022. The cumulative amount
shown on the statement of receipts and payments does not include cumulative amounts
paid by financiers of Kshs.2,993,408,349. Management did not explain how the
cumulative payments were financed as they exceeded receipts by Kshs.230,900.

ln the circumstances, the accuracy of the financial statements could not be confirmed.

2. Fixed Assets

The statement of receipts and payments reflects cumulative amount on acquisition of non-
financial assets of Kshs.2,484,137,711. However, Annex 4 to the financial statements on
summary of fixed assets reflects total project assets of Kshs.S7,325,434 while the
schedule provided for audit shows assets totalling to Kshs.68,604,515 resulting into
unexplained difference of Kshs. 11,279,081 .

Further, as was reported in the previous year, the consultant who was supervising the
project procured two motor vehicles with registration numbers KBS 6812 and KBS 6822
at a total cost of Kshs.7,200,000. However, the vehicles were not handed over to the
project after the completion of the consultancy services. This is contrary to Paragraph
10.0(lV) of the Service Contract No. KOSFIPICI2 2020-2011 on consultant fees and
payments, which states that after completion of the project, the consultant shall hand over
equipment and vehicles to the project.

ln addition, two other vehicles GKA 099Y and GKA 100Y whose log books are currently
in custody of KOSFIP were released to Kenya Agricultural & Livestock Research
Organisation (KALRO), Kisii Centre in November,2011. The KOSFIP Management has
made no effort to recover the two vehicles.
Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
2100150012296) for the year ended 30 June, 2022 - State Department for Regional and Northern Corridor
Development
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The value of the two vehicles, which technically belong to the project have not been
recorded in the fixed assets register and are therefore not part of the Kshs.57,325,434
disclosed in Annex 4 to the financial statements. Further, the two other vehicles, currently
under the control of KALRO cannot be said to belong to the Project.

ln the circumstances, the accuracy and ownership of project fixed assets could not be
confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
Institutions (lSSAls). I am independent of the Kimira Oluch Smallholder Farm Project
lmprovement Management in accordance with ISSAI 130 on Code of Ethics. lhave
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. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

1. Pending Bills

Analysis of Pending bills disclosed in the financial statement as Annex 3 reveals that two
main service providers to KOSFIP have not been paid a total of Kshs.700,656,527 for a
period of more than two years. The two firms were involved in the provision of major civil
works and services for phase one of the KOSFIP. This is contrary to Section 53 (8) of the
Public Procurement and Disposal Act, 2015 which provides that the project manager
should not commence any procurement proceeding until satisfied that sufficient funds to
meet the obligations of the resulting contracts are reflected in approved budget estimates.
ln the circumstances, Management was in breach of the law.

2. Handing Over/Taking Over of Assets and Liabilities

From 26 to 29 June, 2022, the project spent over Kshs.2,400,000 when the project
officials were travelling back and forth between Homa-Bay and Kisumu for the purpose
of preparing handing over report. An assessment/handing report was thereafter prepared
which involved 4 parties: Lake Basin Development Authority, State Department for
Regional and Northern Corridor Development, the project contracted team whose term
had lapsed and the new team appointed to take over the management of the project.

It was however noted that there was no official handing over report signed by the four
parties. The report provided during the audit was in soft copy which could easily be altered
and therefore could not be relied on.

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
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ln the circumstances, the status of assets and liabilities of the project as at 30 June, 2022
could not be ascertained.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, 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

1. Late Submission of the Financial Statements

The Project management presented the financial statements for audit on
21 October, 2022, which is three weeks past the statutory deadline. This delay was
occasioned by the fact that most of the project's expenditure were incurred at the parent
ministry and the project management therefore did not envisage any need to prepare
financial statements. However, there has been no formal handover of the project
activities, assets and any existing liabilities to the Ministry or any other relevant
authorities.

ln the circumstances, lvlanagement was in breach of the law

2. Unbudgeted Expenditure

The statement of receipts and payments and as disclosed under Notel 1.4 to the financial
statements reflects a total expenditure amount of Kshs.62,763,831. Further, included the
amount of Kshs.62,763,831 is an amount of Kshs.27,750,177 relating to purchases of
goods and services. Review of the schedule provided to support the figures reveals an
amount of Kshs.7,363,824 being payments for field allowance, salary deduction, meals
allowances and security wages which were budgeted for under compensation of
employees but actual expenditure made under purchase of goods.

!n the circumstance, Management was in breach of the law

3. Engagement of Security Officers

lncluded in the total expenditure on compensation of employees of Kshs.34,453,654 is
Kshs.3,017,324 paid as wages to project security officers during the period under review.
However, there was no formal engagement or contract between the KOSFIP and the
security officers as provided under Section 76 (2) of the Employment Act, 2007 which

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
2100150012296) for the year ended 30 June, 2022 - State Department for Regional and Northern Corridor
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provides that an employer shall notify every vacancy occurring in the establishment,
business or work place in a prescribed form giving the following details; (a) the employer's
name and full address; (b) details of the vacant post; (c) minimum qualification required
of the person seeking to be employed; (d) the place of work; and (e) the type of work,
whether casual, permanent or term contract; and (f) such other information as required

ln the circumstance, Management was in breach of the law

4. Project Completion and Timelines

The protocol of agreement and the loan agreement between the Republic of Kenya and
the African Development Fund (AFD) for the Project was signed on 14 July, 2006 and its
implementation commenced in February 2007. The final disbursement for the loan was
to be 30 September,2013. The loan had a grace period of 10 years afterthe signing of
the loan agreement. lt has been observed that it is now four (4) years since the loan
repayments started, and nine years since the last disbursement by the Fund was
supposed to be made. The Project is therefore past approved timelines and its current
operation structure is not supported by an original or any subsequent agreements.

No reasons have been given for the failure to hand over the project and its activities,
assets and any existing liabilities to the parent Ministry or other relevant authorities as
earlier envisaged.

The Management is therefore in breach of the law and the financing agreements and the
approval of the funding since lapse of the project timeline have not been documented by
any extension.

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, except for the matter(s) described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, I confirm that, nothing has come to my attention to cause me to believe that internal
controls, risk management and overall governance were not effective.

Basis for Conclusion

1. Lack of an Audit Committee

The Project had not established an Audit Committee to assist management with
responsibilities for issues of risk, internal controls, governance and associated assurance,
and a follow up on the implementation of the recommendations of internal and external
auditors.

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
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2. Lack of Staff Establishment

During the year under review, the Project incurred an expenditure of Kshs.34,453,654 on
compensation of employees. However, it was observed that it did not have an approved
establishment and a human resource plan to support achievement of goals and objectives
in the strategic plan.

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

REPORT ON OTHER LEGAL AND REGULATORY REQU!REMENTS

As required by the financing agreement between African Development Fund and the
Republic of Kenya I report based on my audit, that:

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

in my opinion, adequate accounting records have been kept by the Project
management , so far as it appears from the examination of those records; and,

The project's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing the
Project's ability to continue sustain its services, disclosing as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the project or cease operations.

lt/anagement 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.

Report of the Auditor-General on Kimira Oluch Smallholder Farm lmprovement Project (ADF Loan No.
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The State Department for Regional Development and Northern Corridor are responsible
for overseeing the Project's financial reporting process, reviewing the effectiveness of
how the entity monitors compliance with relevant legislative and regulatory requirements,
ensuring that effective processes and systems are in place to address key roles and
responsibilities in relation to governance and risk management, and ensuring the
adequacy and effectiveness of the control environment.

Aud itor-Genera!'s Responsi bilities for the Aud it

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 controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal 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.

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
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Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Project 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:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence 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.

a

a

a

a

o

o

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

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

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

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
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I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

CPA n a , CBS
AUDITOR.GENERAL

Nairobi

08 December,2022

Report of the Auditor-General on Kimira Oluch Smallholder Farm Improvement Project (ADF Loan No.
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Kimira Oluch Smallholder Farm Improvement Project
'Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

7. Statement of Financial Assets as at 30th June 2022

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

statements
?elq

form an integral part of the
2022 and signed by

Dr R. Kipsang CBS

Secretary

Mr. Wilson Omulo

Project Manager

CPA Richard M. Misati

Project Accountant

ICPAK Member No:23338

Note 2021-2022 24212021
KShs KShs

FINANCIAL ASSETS

Cash and Cash Equivalenb
n .l n t
DATIK DABIIUSS ll.6A /.Jq.44 a5i i,982.00

Cash Balances 11.6 B 57 00 5,457.N

Total Cash and Cash Equivalents 31t.44 2,517 479.O0

TOTAL FINANCIAL ASSETS 311.44 2,517 479.00

REPRESENTED BY

Fund bahrrce b/fwd

Prior year adjustnrnts

Suphrs/(Deficit) for the year 311.44 2,517 A79.0O

NET FINANCIAL POSITION 3t1.44 2,517 A79.OO

III
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Kimira Oluch Smallholder Farm Improvement Project
'lnottnl Ponnsi nni Finnnninl Qtntonront* fns tho linnnninl ront oniod htno ?O )O))D'.v-rr,.s,.!rrlD t!E. -*..r Jvt -w--

E. Stutement of Cashflow for the year ended 30'h June 2022

tVtl-ZVZZ 202l}i2027

Note KShs KShs

Receipts fr''om ope ratiqg activities
'r-^-^C.- C-^.. /1^-,^*-^-+ ^-rii^^I IdD&l uUIll UurUlr[tEtlt LlllltEs It I

t l.t UZ.'OJ.OJI.\A,I ul,-Jy+-\ ru.uJ

Miscellaneous recebts tt.2

Pavrrcn* fnom ope ratirq activitics
C orrpensation of errployees 11.3 34.453.654.N 49984.658.00

Purchase ofgoods and services tl.4 30267.34s.N 95.389.016.00

Net cash florv frcm operating acth'ities (1,957,163.00) (g?,779,674.44)

CASHI.'I,OW I<ROM I N VESTING ACTIVITIES
l1*< <<nnn n a<1tAor<^

Net cash floun fiom Investing Activities 560,000.00 25,214.925.0O

NFJ TNCRFASF TN CASH AND CASH FQT IVAI FNT /? (l7 r6R rn) (1n1 Qqd. sao rn\

Cash and cash equivalent at BEGINNING ofthe year 11.6 2.517,479.N I10.512.078.00

Cash and cash equivalent at END ofthe year 3l1.00 2,517,479.00

of Assets

\

/
The accounting policies and explanatory notes to these financial statementsrforrn an integral part of the
financial statements. The entity financial statements were approvea on '2819 2022 and signed by:

Dr, R. Kipsang CBS

Secretary

Mr. Wilson Omulo

Project Manager

CPA Richard M. Misati

Project Accountant

ICPAK Member No:23338

J
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Kimira Oluch Smallholder Farm Improvement Project
-Annual Report and Financial Statemcntsfor theJinancial year ended June i0, 2022

10. Significant Accounting Policies

The principal acco,-rnting policies adopted in the preparation c,f ftese financial stalements are set out

below:

10.1 Statement of compliance and basis of preparation

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

reporring under the cash basis of accountitrg, as prescribed by the PSASB and set out in the

accounting policy note below. This cash basis of accounting has been supplemented with accounting

for; a) receivables that include imprests and salary advances and b) payables that include deposits

and retentions. The financial statements comply with and conform to the form of presentation

prescribed by the PSASB.

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

10.2 Reporting entity

The financial statements are for Kimira Oluch Smallholder Farm Improvement Project (KOSFIP)

under the State Department of Regional & Northern Corridor Development. The financial

statements are for the reporting entity (KOSFIP) as required by Section 8l of the PFM Act, 2012 .

10.3 Reporting currency

The financial statements are presented in Kenya Shillings (Kshs), which is the functional and

reporting crrrency of the Project and all values are rounded to the nearest Kenya Shilling.

10.4 Recognition of receipts

KOSFIP recognises all receipts from the various sources when the event occurs, and the related cash

has actually been received.

i) Transfers from the Exchequer

Transfer from Exchequer is recognized in the books of accounts when cash is received. Cash is

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

entity.

ii) External Assistance

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

development partners.

5



,
Kimira Oluch Smallholder Farm Improvement Project
Annual Report and Financial Statementsfor theJinancial year ended June 30,2022

. Significant Accounting Policies (Continued)

iii) Other receipts

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

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

associated cash is received.

iv) Donations and grants

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

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

beneficiary. ln case of granVdonation in kind, such grants are recorded upon receipt ofthe grant

item and upon determination of the value. The date of the transaction is the value date indicated on

the payment advice.

v) Proceeds from borrowing

Borrowing includes external loans acquired by the Project or any other debt the Project may take

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

vi) Undrawn external assistance

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

funding for the Project currently under development where conditions have been satisfied or their

ongoing satisfaction is highly likely and the project is anticipated to continue to completion. An

analysis of the Project's undrawn external assistance is shown in the funding summary.

10.5 Recognition of payments

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

paid out by the Project.

i) Compensation to employees

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

when the compensation is paid.

6



Kimira Oluch Smallholder Farm Improvement Project
,'Annual Report and Financial Statemcntsfor thetinancial year ended June 30, 2022

- Significant Accounting Policies (Continued)

ii) Use of goods and serryices

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

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

disclosed as pending bills.

iii) lnterest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they incur

and paid for.

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in which

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

statements.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equiprnent items is not capitalized. The cost of

acquisition and proceeds from disposal of these items are treated as payments and receipts items

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

consideration and the fair value of the asset can be reliably established, a confra transaction is

recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a sunmary provided for purposes of

consolidation. This summary is disclosed as an annexure to the consolidated financial statements.

10.6 In-kind donations

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

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

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

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

receipts and as payments in equal and opposite arnounts; otherwise, the contribution is not recorded.

7



Kimira Oluch Smallholder Farm Improvement Project
'Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

- Significant Accounting Policies (Continued)

10.7 Cash and cash equivalents

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

highly liquid investrnents with an original maturity of three months or less, which are readily

convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank

account baiances inciude amounts held at the Central Bank of Kenya and at various commerciai

banks at the end of the financial year.

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

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

surrendered or accounted for at the end ofthe financial year.

10.8 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 :ls required by

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

part deposits.

10.9 Imprests and Advances

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

and/or institutions which were not surrendered or accounted for at the end of the financial year is

treated as receivables. This is in recognition of the government practice where the imprest payments

are recognized as payments when fully accounted for by the imprest or AIE holders. This is an

enhancement to the cash accounting policy. Other accounts receivables are disclosed in the financial

statements.

10.10 Contingent Liabilities

A contingent liability is:

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

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

the control of the entity; or

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

8



Kimira Oluch Smallholder Farm Improvement Project
Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

Significant Accounting Policies (Continued

i) If is not nrobable that an outflorv of resources embodrrinq economic henefits or serylce

potential will be required to settle the obligation; or

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

Some of contingent liabilities may arise from: litigation in progress, guarantees, indemnities.

Letters of comiory support, insurance, Public Private Partnerships,

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

notes to the financial statements unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.

10.11 ContingentAssets

KOSFIP does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence of one or more uncertain future events

not wholly within the control of (KOSFIP) in the notes to the financial staternents. Contingent assets

are assessed continually to ensure that developments are appropriately reflected in the financial

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

will arise and the asset's value can be measured reliably, the asset and the related revenue are

recognized in the financial staternents of the period in which the change occurs.

10.12 Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from conftacted

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

cash in the reporting period, they recorded as 'memorandum' or 'off-balance' When the pending

bills are finally settled, such payments are included in the statement of receipts and payments in the

year in which the payments are made.

9



Kimira Oluch Smallholder Farm Improvement Project
, Annual Report and Financial Statementsfor theJinancial year ended June 30, 2022

Signifi cant Accounting Policies (Continued

10.13 Budget

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

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

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

as the financial statements. 'Ihe Project's budget was approved as required by Law and National

Treasury Regulations, as well as by the participating development partners, as detailed in the

Government of Kenya Budget Printed Estimates for the year. The Development Projects are

budgeted for under the MDAs but receive budgeted funds as transfers and account for them

separately. These transfers are recognised as inter-entity transfers and are eliminated upon

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

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

slatemenls.

10.14 Third parfy 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,

Kshs 62,763,830.05 being ex chequer disbursements were received in form of direct payments from

third parties (The State Deparfinent of Regional & Northern Corridor Development).

10.15 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 yearlperiod are converted into the firnctional currency using the exchange rates prevailing

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

of such transactions and from the translation at year-end exchange rates of monetary assets and

liabilities denominated in foreign currencies are recognised in the statements of receipts and

payments.

t0
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Kimira Oluch Smallholder Farm Improvement Project
, 'Annual Report and Financial Statementsfor thefinancial year ended June 30,2022

Significant Accounting Policies (Continued

10.16 Camparative figures

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

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

10.17 Subsequent events
-l'here 

have been no events subsequent to the financial yearlperio<i enci with a significant impact on

the financial statements for the year ended June 30,2022.

10.18 Prior period adjusfments

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

There we no prior year adjustrnents in the year under review.

11. Notes to the Financial Statements

l. Transfers from Government entities

These represent counterpart funding and other receipts from government as follows:

Counterpart funding the State Department
For Regional & Northern Corridor

nt

[The Counterpartfunds were received and spent on hehalf of KOSFIP at The State Depanment of
Regional &Northern Conidor Development. J

zAZlnZ zozont L-umulntlve

K$he KSlts
todetc

(fi'om inceotionl

CounterDart t'unds Uuarter I 4J.794.UUJ.UU !xxj.l4J.27u.w

Counterpart funds Quarter 2 1.083.759.685.00

Counteroart funds Ouarter 3 l.0r r 208.290.00

Countemart funds Quarter 4 62.763.831.N 18.800.000.00 1.365.94.191.00

62.763.831.00 62.594.000.00 4.360.755.444.00
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Kimira Oluch Smnllholder Farm Improvement Project
Annu'al Report and Financial Statementsfor thelinancial year ended June 30, 2022

Notesto the Financial Statements (Continued)

2. Miscelleneous receiph

202tn2 2020t21

Rccelptr
controlled b;
tin euriry i!
Calh

Rccelptr contrc
by ttird prrttur

,-1
TotC Rccelpdr (ltom lncel*hn)

KSIIs KSh"! I(gh,i
()thcr reccipts not classilrcd clservhurc -t 2.07 r .()20 fi)

J !r?t_r}-t-o oo

fl'here was no miscellaneous receipt during the vear under review !
3. Compensation to Employees

hruiutied irt Bruic waBss iur tertrpurary ertrpioyyes arc siatutury ticduuiiurts such as il-HIF atd NSSF

Cumuldfue to- dde

2021n2 2020n[ Crmuhive to-d&

Pqtmcnts

ndc by the

Entitv in Cash

Prymds mrdc by
t&fud parthr

Totd Prymcntr

KShs liShs KShs KShs KShr

Basrc wages of temporary emp$ees 34.453654.0( 34.453.654.0( 24,532,368.00 430.994J47.(Xl

Personal allowances pad as part of salary 2s,o28J$.00 541.346931.m

Compulsorv natbnal social secwitv schemes 423.v0.N 6.899.588 00

Total
lJ l{l 6{J nn 3.1,453,65.1.00 49,of455X.rO c79241266.qfi
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' Kimira Oluch Smallholder Farm Improvement Project
Annual Report and Financial Statements the ended June 30, 2022

Notes to the Financial Statements (Continued)

6. Cash And Cash equivalents

2020t21

I(Shs KShs
Bank accounts (Note I l.64) 254.44 2 .51 I 982 00

Cash in hand (Note I l.68) 57.00 s497.00
'I.otal ltl 44 2-Sl7-479-Ofi

202U22

KOSFIP has one number of project accounts sprea<i within the project impiementation area anci cioes not
have a foreign culrency designated accounts managed by the National Treasury as listed below:

I1.6 A Bank Accounts

Project Bank Accounts

2021n2 2020121

I(Shs KShs

Local Currencv Accounts

C'o-operative Bank of Kenya

[A/c No. 01141047028702. Homa Bay Branch ]
2s4.44 2,5 I I ,982.00

Total local currency balances 254.44 2,51 I,982.00
Total bank account balances 2s4.44 2.s11.982.00

l1 B Cash in hand

202u22 2020t2t
KShs KShs

Cash office at the Proiect HQ Homa Bav 57 5 497

Total cash balances 57 5,497

7. Fund Balance Brought Forward

Prior Year adjustment

There were no prior year adjustments.

8

202U22 2020t21

KShs KShs
Bank accounts 2,5n.982 n0270236
Cash in hand s.49'7 241,U2
Total ) <11 a1q

-tt.rrtr,,
tln (t) fi19

l5



' Kimira Oluch Stnallholder Farm Improvement Project

.Annual Report and Financial Statemcntsfor thetinancial year ended June 30, 2022

Notes to the Financial Statements (Continued)

12. Other Important Disclosures

Pending Accounts Payable (See Annex 3 )

Solrnse b/f F"f 2020n021
Additions frr Paid

lhe
Bdance c/f

thc

w 2021no22
Descriotion Kshs Kshs Kshs Kshs

lvlajur Civil wtrr'ks (Siiroltytio

C orporation &MachirilV )
693,732,337.00 693,732,337.00

Consuftancy 6.924.190.N 6.E24.1%.00

Total 700.656.517.00 700,656,527.00

l6
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KimirU Oluch Smallholder Farm Improvement Project
*.eports and Financial Statements
For thbfinancial year ended June 30, 2022

Annex 5: Other Support Documents

i. Bank Reconciliations statement as at 30ft June 2022

ii. Bank statement as at 30th Jvne 2022

iii. Cash survey form
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KIMIRA OLUCH SMALLHOLDER FARM TMPROVEMENT PROJECT

CO-OPERATIVE BANK OF KENYA - G.o.K ACCOUNT

R,ECONCILIATION OF BANK AND BOOK BAIINCES:

AS AT 3OTH JUNE 2022 - 9TATION: HOMABAY-A/C NO- Otl4IO4zO28ZO2

AMOUNT ftsHs) AMOUNT (KSHST

Balance as per Bank Statement (5,94s.s6)

ADDITION:I

(a)

(b)

Payments in Bank Statement NOT

recorded in Cash Book: (Bank Lodgments)

Receipt in Cash Book NOT recorded in

Bank Jtatement (Uncredited Amount)

Payments in Cash Book NOT recorded in

Bank Statement: (Unpresented Cheque)

Receipts in Bank Statement NOT

recorded in Cash Book: (Direct Credits)

7.200.oo

7,200.0o

DEDUCTION:

254.44

o.oo

(c)

(d)

,

Balance as per Cash Book 254.44

I certify that I have verified the

bank Balances in the Cash Book with

Statement and that the above

Reconciliation is correct.

Prepared R'a-.) il 6 7t?-

o"t"9t r b, 2-'l-checked arujucta&_ t
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PAYMENTS IN BANK STATEMENT NOT YET R,ECORDED IN CASH BOOKGANK LOAdiCMENI)

DATE PAYEE AMOUNT
24.09.2021 Monthly sub Aug 2l I.20O.OO

M.11.2O21 Monthly Online Access OCT 3582 I,20O.OO

04.11.2021 Monthly Online Access SEP 2255 1,2@.@
07.12.2021 Nov online monthly sub charges I.20O.OO

07.12.2021 Dec online monthly sub drarges I'20O.OO

04.02.2022 Jan Online Monthly sub charges I'2OO.OO

7,2@.OO

RECEIPT' IN CASH BOOK NOT YET RECOR,DED IN BANK STATEMENT

CHEQUE NO. DATE PAYEE AMOUNT

TOTAL

R,ECEIPTS IN BANK 
'TATEMENT 

NOT YET N,ECORDED IN CASH BOOK

CHEQUE NO. DATE PAYEE AMOUNT

PAYMENTS tN CASH BOOK NOT YET RECOR,DED IN BANK 
'TATEMENT 

ruNPRESENTED CHEOUES)

CHEQUE NO. DATE PAYEE AMOUNT

TOTAL

l

'-l



PgrSonal Current Account Statement

Stalsm€nt Dat€

Statement Period

Page

Branch

Branch Code

Contact Oetails

Tel

17-Ocl-22

01-Jul-2'l

174d-22
Page 4 of 4

HOMABAY BRANCH

00011022

to

KIMIRA OLUCH S.H.I.FARM PROJ

P. O. BOX 293 HOMA BAY

KEN

KEN

40300

EE
BANK

C().[)PERATIVE BANK
\rVe are you

Account No 01141047028702

Account
Description

G.O.K ACCOUNTT

Currency KES

TRANS OATE OETAILS CHANNEL IO VALUE DATE DEBIT CREDIT BOOK BALANCE

04-Nov-21

07-Dec-2 1

31 -Dec-21

04-Fe6-22

02-Aug-22

02-Aug-22

13-Aug-22

16-Aug-22

16-Aug-22

17-Aug-22

17-Aug-22

27-Aug-22

31-Aug-22

02-sep-22

30-Sep-22

14-Ocl-22

Monthly Online Access
SEP 2255

Nov Online Monthly

Subscription Charges

Dec Onlin€ Monthly

Subscription Charges

Jan Online Monthly

Charges l206

RGLSD FROM

011410/.7028700

Closu16 Amount

Closure Amount

Closurs Amount

EXCESS SALARY

KIMIRA OLUCH

Closure Amount

INTEREST APPLIED-OR

Closuro Amount

INTEREST APPLIED.DR

Sep Online Monthly

Charqos 0470287

SVR

SVR

SVR

SVR

EPWR

BPWR

BFTC

BFTC

BFTC

BPWR

BPWR

BFTC

SVR

BFTC

SVR

SVR

04-Nov-21

07-Dec-21

3 l-Dec-21

04-Feb-22

02-Aug-22

02-Aug-22

1 3-Aug-22

'16-Aug-22

16-Aug-22

17-Aug-22

17-Aug-22

27-Aug-22

31-Aug-22

02-Sep-22

30-Sep-22

14-Oct-22

1,200.00

1,200.00

1,200.00

1,200.00

699.74

29.34

629.99

0.08

1,200.00

2,097.00

2,560.00

619.20

1,021.59

927.00

975.00

512.50

3,345.56 DR

4,545.56 DR

5,745.56 DR

6,945.56 DR

4,848.56 DR

5,548.30 DR

2,988.30 DR

2,369.10 DR

1,347.51 DR

420.51 DR

449.85 Dtt

525.15 CR

104.84 0R

407.66 CR

407.58 CR

792.42 DR

TOTAL VALUE 18,943,1 06.25 18,808,712.29

CLEAR BALANCE AS ON 17-Oct-22

BOOK BALANCE AS ON 17-Oct-22

792.42 DR

792.42 0R

'End of Statemont"

OVERDRAFT FACILTY DETAILS :

Overdraft Limit

Overdraft Review Date

KES 0.00

01 -Jan-20

Kindly examine this statement immediately. Any discrepancies must be reported to the Bank ffi soon as possiblc. Please note that the balance reflected
could change ifthere are transactions that still need to be processed.



I
. KIMIRA OLUCH SMALLHOLDER FARM IMPROVEMENT PROJECT

(KOSF|P)

CASH SURVFT FORM

Particulars KSHs KSHs

Cash book balance 5T.OO

Represented bv:-

l. Cash in hand 5Z.OO

CASH DENOMINATTONS

Denomination Times Amount (Kshs.)

Notes

loo0 o o

soooo
2OOoo
t00oo
50 I 5O.OO

Coins

20oo
10oo
5 I 5.OO

1 2 2.OO

Name of Officer Designation Slgnature

1. Richard M. Misati

2. Wilson Omulo

Ag. Project Accountant.

Project Manager.
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