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Reports and Financial Statements
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1. roject Information and Overall Performance

ame and registered office

ame

The project’s official name is National Agricultural and Rural Inclusive Growth Project
(NARIGP)

Objective

The key objective of the project is “to increase agricultural productivity and profitability of
targeted rural communities in selected Counties, and in the event of an Eligible Crisis or

Emergency, to provide immediate and effective response.”

Address
The project headquarters offices are at Capitol Hill Towers 5 Floor Nairobi, Kenya. The

address of its registered office is: Capitol Hill Towers 5% Floor, Cathedral Road Next to
Kilimo House.

Post 6fﬁce address: Box 8073 00200,
Nairobi - Kenya
The project also has offices in 21 participating Counties as follows: -

Selected 21 NARIGP participating Counties

Arid Areas Semi-Arid Areas Medium to High Rainfall Areas
1 Turkana 1 |Makueni 1 |Kirinyaga
2 Samburu 2  [Meru 2 [Kiambu
V 3 [Kitui 3 |Muranga'a
4 |[Embu 4 |Nakuru
5 [Kilifi 5 |Bungoma
6 [Kwale 6 [Trans Nzoia
7 |Narok 7 [Nandi
8 |Vihiga
9 [Kisii
10 [Nyamira

il
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11 [Migori

12 |Homa Bay

Contacts: The following are the project contacts
Telephone: (254) 020 2715466
E-mail: narigp@kilimo.go.ke

Website: www.narigp.go.ke
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Project Infornjation and Qverall Performance (Continued)
1. Project Information

Project tartf)ate:

The project start date is 23-Aug-2016

Projec

End l)ate:

The initial project end date was 30-Nov-2021 however the
project was restructured to end on 31 March 2024

Proje Maliager:

The project manager is Dr. Samuel Guto

t Sp+sor:

Proj

The project sponsor is World Bank — IDA and the GOK

1.3 I Projecthverview

Line| Minigtry/State Department of the

pro]ct

The project is under the supervision of the State Department for
Crops Development and Livestock Development, Ministry of

Agriculture and Livestock Development

)
PrJect mImber

5900KE

St%tegic goals of the project

The strategic goal of the project is as follows:

(1) NARIGP’s project development objective (PDO) is “to
increase agricultural productivity and profitability of
targeted rural communities in selected Counties, and in
the event of an Eligible Crisis or Emergency, to provide

immediate and effective response.”

Summpary  of Project Strategies for

Achigvement of strategic goals

The project will contribute to GoK’s high-level objective, which
aims at transforming smallholder subsistence agriculture into an
innovative, commercially oriented, and modern sector by:

(1) increasing the productivity, commercialization, and
competitiveness of selected agricultural commodities; and

(i)

particularly land, water, and rural finance.

developing and managing key factors of production,

Argas that the project was formed to

intervene

The project was formed to intervene in the following areas:
(i) Through the increased adoption of new technologies and
improved practices and by federating into POs and other

forms of rural institutions like SACCOs (Savings and
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Credit Cooperatives), rural smallholder farmers will be
able to increase their productivity, incomes, and

profitability.

Project duration The project started on 23 August 2016 and was expected to run
until 30 November 2021 however during restructuring the project

was extended to 31 March 2024




National Agricyltural and Rural Inclusive Growth Project (NARIGP)
Reports and Figancial Statements

For the financipl year ended June 30, 2023

Project

VoY

Bankers

Central Banl% of Kenya
Kenya Comf-nercial Bank

|

l
Ipdependent Auditor
he prpject is audi}ted by Office of the Auditor General (OAG).

*1.6 Roles and Responsibilities

formjation and bverall Performance (Continued)

foll{wing are thk bankers for the current year:

The fpllowing isfthe list of the different people working for the project. The list includes the project

manager and thefkey stakeholders who are involved with the project. Also included in the list is their

Samjuel Gyto, PhD

| N

National Project

Coordinator

Doctor of Science
- Soil and water
management in
smallholder

farming systems

Overall Coordination of the Project

| ry Mdingi j Component 1 Lead -Masters in Responsible for supporting Community-
‘,f‘ Environmental Driven
| Studies Development
nnastdcia Kivuva ' Component 2 Lead -MSc. Responsible for Strengthening Producer
| International Organizations and Value Chain
Trade Policy and | Development
" ) Trade Law
Eng. [saac Ngugi ’ Component 3 Lead B. Scin Responsible for Supporting County

Wak

Agricultural

Community-

J Engineering Led Development
Mutc}ko Morgan, PhD Planning, Monitoring Doctor of Oversee the development and
/J and Evaluation Officer | Philosophy - implementation of the NARIGP planning,

Economics and

monitoring and evaluation system

vi
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Systems Analysis

Cosmas Omolo

Monitoring &

Evaluation Officer

-MSc. Agriculture
Production Chain

Management

Assist in the Development and
Implementation of the NARIGP planning,

monitoring and evaluation system

Peter N. Gitau

Finance Officer

- MSc Finance
and Economics

- CPAK

Responsible for managing project finances
in accordance with the requirements of the
Financing Agreement and related Project

documents

Japhlet Gikunda

Procurement Officer

- BSc.

Procurement and

Responsible for overseeing the preparation

and execution of the project procurement

Logistics plans to effectively support project
operations, ensuring strict adherence to
World Bank and GoK procurement
guidelines
Stanley Maina Project Internal Auditor | - MSc. Finance Responsible the controls system is in place
- CPAK and effective procurement and financial
management of the project
Titus Mutisya Environmental and -MSec. Responsible for ensuring that all NARIGP

Social Safeguards

Officer

Environmental

Science

activities are implemented in accordance to
the Environmental and Social Safeguard

Frameworks laid out for the project

Judith Amadiva

Education and

Communication Officer

-BA. Economics,
Community
Development and

Cooperation

Planning and execution of the project
communications strategy for maintaining

healthy internal and external relations

Harrison Mwaniki

Muthanu

Information
Communication

Technology Officer

-MSc. Geographic
Information

Systems

Responsible for the smooth operation of
NPCU and CPCUs ICT related functions.

Vil
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1. Supporti gCommunitfl-Driven Development %0 75 94% 5
' 6%

2. Strengthening Producer Organizations and

Value Chgin Development a0 e - > 10%

3.Supporting County Community- Led 5
velopment f} 2 63 e / 10%
Proje Coordinatior{ and Management 17 15 88% 2 12%
tal Prjoject Costs jy 219 200 91% 19 9%

[

|
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Project Information and Overall Performance (Continued)

Below is the funding summary:

Source of Funds

(4) (A4’) (B) (B) (A)-(B) (A’)-(B)
(i) Loan $Million Kshs Million $Million Kshs Million $ Million Kshs Million
World Bank 200 22,058 215 21,498 (0) 560
(ii)
Counterpart
Funds
County
Governments 17 1,875 13 1,437 4 438
National
Government 2 221 0 38 2 182
Total 219 24,154 228 22,973 6 1,181

1X
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Project Idformation and Ofverall Performance (Continued)

A. Application of Funds

A) (A4’) (B) (B’) (A)-(B) (A’)-(B)
$Million j Kshs Million $Million Kshs Million $ Million Kshs Million
215 | 21,498 210 21318 451 179

r“ ] ’
13 | 1,437 14 1,437 1.16
0 | 38 0 38 0.03
|
228 22,973 225 22,794 3 179
[
/
u
|
|
[
[
|
)
o‘
|
»“
|
;’
X
r
I |}
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Project Information and Overall Performance (Continued)

1.8 Summary of Overall Project Performance:

(i) Budget performance against actual amounts for current year and for cumulative to-date.

Indicator Disaggregation Cumuintouuygad
gereg achievement | target
No of direct project beneficiaries reached 528,945 360,000
Disaggregation by gender 215,144 | 180,000
313,801 | 180,000

Number of beneficiaries who have adopted improve agricultural
technology and innovation management practices (TIMPs) promoted by 326,741 176,400
the project
Percentage yield increase in the selected priority agricultural value b

. . 41% 30%
chains supported by the project
Percentage Producer Organizations (POs) supported by the project 145/84 70%
reporting increase in profitability (172%) 1

(i)  Physical progress based on outputs, outcomes and impacts since project commencement

Target
: i s s ; Cumulative | for the
Indicator description Disaggregation adiGavemaiith selile
period
Number of micro-projects implemented 15,455 12,600
disaggregated by windows SLM/VC 9,749 7,200
Market oriented | 3,124 3,000
VMG 1,737 1,200
Nutrition 845 600
Client days of training provided for in TIMPs 1,225,611 1,266,000
. 392196 5
Disaggregated by gender Male (32%) 50%
833415 N
Female 68%) 50%
Land area where sustainable land management (SLM) practices 113.451 71.400
have been adopted as a result of the project (Hectares) ’ ’

X1
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|

Target
: 4.,. : . Cumulative | for the
Indicatbr desg¢ription Disaggregation achievement | while
; period
Numb} of CIGs and VMGs that are members of supported POs 10,806 8400
Increase in pverage am?ual sales turnover of targeted POs 9% 20%
(Percéntage |
Publig-Privgte Partnerafhips (PPPs) established by POs
! 112 21
(Number) |
Number of POs with b(inkable Enterprise Development Plans 308 84

(EDFs)

Indicator/descri tion‘s Disaggregation Cumulihve | for — fle
P gereg achievement | while
| period
Pércentage participatfng counties including county-level project
inpestmehts and community micro-projects into their Annual 100 100
unty Pevelopment Plans
mber| of agriculteral and rural development infrastructure
d nptural resource management (NRM) investments 154 45
plempnted under the project at the county level
VC/IF | 40 35
; SLM/NRM | 114 10
\Numbgr  of labour days completed by beneficiaries of 1,664,143 3,000,000

emplayment programs supported by the project

(i$ Absor#)tion Rate for each year since the commencement of the project

Project cost in Kes 24,153,510,000
Financiai Year Absorption in Kshs % Absorption

FY17 | = |l

FY 18 : 1,225,515,180 5%

FY 19 | 1,463,340,990 11%

FY 20 5 5,339,734,882 33%

Fly 21 | 4,844,265,454 53%
Y22 JV 5,172,106,960 75%
Y 23 4,748,543,172 94%
otal | 22,793,506,638 94%

Xii
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(i) Implementation challenges
Some of the challenges faced is lack of counterpart funding especially from the National Government and
also the financing proportions of the project. To avert this the National Government should honour it

contribution and also restructure the project to revise the financing proportions.

1.9 Summary of Project Compliance:
NARIGP projects operates within the World Bank project guidelines and as per the Kenyan Constitution.

The project has been operating within the above guidelines and no non-compliance issues has been noted.

Statement of Performance against Project’s Predetermined Objectives
(i) Introduction

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

The key development objectives of the project’s agreement/ plan are to:

a) Strengthen community institution

b) Increase agricultural production, marketing and nutrition
c) Strengthen Producer Organization

d) Strengthen value chain coordination

e) Strengthen County capacities

(ii) Project objective and progress towards meeting these objectives

Project objectives Performance area Target Achievement

Increased  agricultural | Number of  micro- | 17,975 15,455
production, marketing | projects implemented
and nutrition

Strengthening of | Number of producer | 84 145

Producers Organization . .
organizations reporting

Strengthened ~ County | Number  of  Multi- | 160 153

Capacit .
pacity community Investments

implemented

Xiii
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@

For purgoses ¢f implementing and cascading the above development objectives to specific sectors, all the

develo

progre$s and [performance measurement:

Pfogress on attainment of Strategic development objectives

ent pbjectives were made specific, measurable, achievable, realistic and time-bund (SMART)

into development outcomes. Attendant indicators were identified for reasons of tracking

The fallowirg table provides the progress on attainment of the stated objectives; -

Strengthen community

. Strengthened No of direct project . :
capacity for market- . . Project reached cumulative
: g community beneficiaries reached ..

orignted agricultural C . ) 523,774 beneficiaries
institutions disaggregated gender

development
Increased )
agricultural : In FY 23/24, 15,455 micro

. Number of micro X .

production, olectinlesented projects were disbursed to
marketing and proJ P various CIGs/VMGs
nutrition

Strengthen capacities

f P f it
L ;‘r’fz“::;ns . Strengthened I;;:E:;’e"]s Pt SS . "] By end of FY 23/24,97
f=C Producer MIEIPTISE | b5 Bankable EDP grants

'support members in

the targeted value

| chains

Organizations

Development Plans
(EDPs)

were funded

Strengthened value
chain development

Number of value chain
investments
established

By end of FY 23/24, 30
value chain investments
were completed

Strengthen capacities
of County

Number of beneficiary

Strengthened . : . .
governments to g satisfied with the Survey is yet to be carried
; county government - . .

support community- e multi-community out on this
. capacities :
led agricultural investments
development
Number of agricultural
and rural development
infrastructure and
Increased In FY 23/24, a total of 153
agricultural RN, ESouTce multi community
g ; management (NRM) ;
production and . investments were under
. investments : :
marketing implementation

implemented under the
project at the county
level

Environmental and Sustainability Reporting

NARIGP has a corporate social responsibility to the participating communities to manage the social,
environmental and economic effects of its operations responsibly and in line with public

expectations. The project self-regulates through initiatives or strategies to ensure that the community

Xiv
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\
approves how implementation of activities are carried out and thereby avoid reputation Keoss. CSR

for the project focuses on environmental, ethical, and economic considerations as outlined|

a) Sustainability strategy and profile .

low:

NARIGP was a 5-year project (2018 July -2023 June), but has since received two extensy \

expected to end on 31* March 2024. To ensure continuity in the interventions initiated at cy

level beyond the project period, benefiting groups (CIGs/VMGs and FPOs) have since fed
signed PPP agreements with other value chain actors to enhanced market participation. Ta icrease
access to rural finance and enhance the sustainability of project interventions, CIGs/VM(s have
been encouraged to form savings groups that will federate into Savings and Credit Cooperatives
(SACCOs), so far 359 SACCOs have been registered. The project provided matching grants H boost
SACCOs’ capital of up to 50 percent of members’ total savings. These intermediary cial
institutions will ultimately be linked to micro-finance institutions and commercial banks for fimance

and credit access in the post-project period ““

\ \

\

b) Environmental performance “
The environmental frameworks guiding the project are as follows: \
1. Environmental Management and Coordination Act, 1999(amended 2015)

a. The project investments always screened and developed ESMP after or undertook Ef

environmental management.

2. United Nations Framework Convention on Climate Change (1992).
a. The project implemented climate smart agriculture to limit emissions from the agricult

practices and also put in place carbon emissions accounting by training the ToTs who al§

trained the facilitators and the M&Es \=
3. International Plant Protection Convention of FAO (1952 :

¢) Employee Welfare
At the coordinating units, the project ensured conducive working environment by renovating offices,)
acquiring office equipment (computers, photocopiers) and vehicles for operations.

(i) The project ensured that the workers are not discriminated against including the exclusion of the\
VMGs (ESS 7

XV
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(ii) THe project established grievance management systems which were utilized by staff (National and

unty) and project beneficiaries to address grievances

(iii) The employment of the project workers was also based on the principle of equal opportunity and

ir tredtment as per the employment act 2007

(iv)The prpject developed a Labour Management Plan (LMP) an annex of the ESMF to help identify

he hgman resources necessary to address the labour issues associated with the project

mplementation. The LMP has helped to achieve the following:

o Promoted the safety and health at work for all the workers

e Promoted fair treatment, non-discrimination and equal opportunities for all workers

e Protected all the project workers including the VMGs such as women, people with
disabilities (DAPs), working age Children, migrant workers to medium and MCI
sites, community and primary supply workers

e Prevented use of all forms of forced, child labour and hazardous work

e Provided project workers with accessible means to raise workplace concerns

v) Thg Project developed guidelines in the community grant manual that addresses the gender

pafity/gender rule in the formation of the Community institutions (CDDCs, SAIC, FSC, PSC etc)

Fvi)Tt{‘e project ensured all workers including the contractors and sub-contractors underwent pre -

employment screening and regular health screening and trainings and including the voluntary

s¢reening for the STDs.

(vii) The project ensured that COVID-19 protocols and guidelines by the ministry of health were
dhered to.
(viii Ensuring all the work sites were fenced and the signs put up around the work fronts and the

construction sites advising the public on the risk associated with the trespass

(ix)The project undertook stakeholder engagement and consultation to educate the staff (stakeholders)

on the meaning of all signages

To achieve the above, the project has triggered the following National labour legislation frameworks as
indicdted below:
Sr | Framework Remarks

1. | Article 2| of the Kenya’s| This recognizes the ratified treaties as part of the laws of Kenya

Constitution 2010

XVi
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Article 41 of the Kenyan
Constitution on labour relations

This addresses the entitlement and guarantees afforded to workers
and project employees

The Employment Act 2007 -
Article 4(1), 5(1) and 6(1)

o These articles give guidelines to recruitments, using forced
labour, grievance management through the industrious
courts and SEAH/sexual exploitation issues in the course of
duty

o The Act also stipulates minimum wage, Hours per week,

o Annual leave and maternity/Paternity leaves, death
treatments and medical and treatment of the sick workers

Occupational health and Safety
(OHS) Act

This is the Kenya’s law that codifies safety and health of the
workers which has been aligned to the project

The Work injury Benefits Act
(WIBA)

This act addresses workplace safety and health. The Act provides
for the compensation of ‘injured’

The Natimal Childrens Policy
Kenya 2010

The commitment to the Sustainable Development Goals (SDGs)
and the articulation of children issues in Kenya’s Vision 2030 is a
demonstration of this obligation that whoever is working for the
people of Kenya must observe.

The Kenya National Action
Plan on Women, Peace, and
Security 2020-2024

The Kenya National Action Plan on Women, Peace, and Security
2020-2024

National Prevention and
Response Plan on Violence
Against Children (VAC) In
Kenya 2019 — 2023

The policy helps the project to sensitize the coordinating units
against violating children's rights as NARIGP is mainly domiciled
in the rural areas and the value chains are agricultural in nature

xvii
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d) Mapket place practices-
The project’s efforts to:

i) Qesponsiblé Supply chain and supplier relations

NARIGP implements it procurement activities in conformity with the various laws and
egulations| guiding procurement. This includes the Public Procurement and Asset Disposal
Act (PPDA), World Bank Procurement Guidelines. The Project strives to ensure that the
supplier’s contracts are honoured and respective payments made with the stipulated timelines.

(ii) Responsible ethical practices

A number pf ways have been used to maintain ethical and anti-corruption and responsible political
involyement through the following:

The project has been able to capacity build all the stakeholders on the environmental and
social risks management for all the project activities. These included the OPs/BPs,
GBV/SEAH, code of conduct, Occupational health and safety, grievance redress channels
requirements and SEP.SMPs, SEAH,

o All the tenders have always been publicly disclosed to the public and all the processes are
above board.

e Several trainings were carried out to enhance farmers and communities’ awareness.

« All the investment in the project area are geo- tagged and resources used are publicly
disclosed (Costs, contractors details & beneficiaries)

o All the grievances coming out as a result of the project implementations were timely
redressed/managed.

o All fhe incidents including the corruption cases are promptly reported through the
established systems within 48 hours.

o All the project staff CVs were screened and the background checks done to check on the

quafiﬁcations, equal and equitable opportunities.

(ili) Regulatory impact assessment

NARIGP mainly deals with agricultural commodities, agricultural outputs and input.

The following aspects of ethical market are upheld by the project;

« Food safety- Food processing and storage are well separated from inputs such as chemicals

and fertilizers. All NARIGP affiliated products must have Kenya Bureau of Standards(KEBs)

xviii




National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

certification before rolling out to the public. Poisonous products are always marketed as such
and warning given for safety purposes.
« Transparency- Products advertisements ensures information given is as true as possible and
also proper labelling is included in efforts to maintain ethical marketing practices.
e) Community Engagements
The project involved communities’ mobilization through the Participatory and integrated Community
Development (PICD) process. The communities were involved in determination and identification of
agricultural development activities required by communities, identified gaps and came up with
interventions for these gaps. The communities were able to make informed decisions to increase
agricultural productivity and profitability for improved livelihoods.
The communities were given grants through micro projects proposals through which they were trained on
various Technologies and Innovation Management practices (TIMPs) which they were expected to adopt.
The project formed community institutions in the name of community Driven Development Committees

(CDDCs) that were mandated to manage the community resources.

The Project also involved the youth through the Participatory Education Theatre (PET) where they were

trained on various project issues and were able to sensitize the community through drama and song

f) Labour Relations:

During the reporting period the project implemented Sustainable Land Management (SLM) Multi
Community Investments (MClIs), infrastructural MCIs and Farmer Producer Organizations (FPO)
investments. Infrastructural MCIs and FPO investments were implemented through contractual
arrangement. MCI contracts were signed between the respective County governments and a contractor
while FPO contracts were signed between the FPO and a contractor. In either contract documents there
was provision that the contractor would source and hire unskilled labour from within the beneficiaries and
ensure adherence to the constitutional two thirds gender rule requirement. Additionally, the contracts
required the contractor provides insurance for workers to cover personal injury or death of workers.

For SLM MClIs, a subcommittee appointed by the County Project Steering Committee (CPSC) with the
County Labor Officer as chairman was mandated to oversee recruitment and remuneration of youth
engaged under the project labour employment program.

Some beneficiaries of youth employment program have invested part of the money gotten from the youth

employment program in income generating activities.

XiX
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g)| Wat¢r and Sanitation:

general protection of water reservoir from runoff from adjacent land. All these was provided

to eghancd the safety of the water for domestic use. The communities through the Water Users

'womgn- and youth-only groups.

Everf though NARIGP is carefully designed and has posted impressive achievements to date, potential
uneypected problems and complaints may arise that create tension and leave some of the parties unsatisfied
or f§ome project objectives unfulfilled. The problems and complaints may relate to potential non-
compliance with Government and project implementation guidelines, perception of wrongdoing or
migmanagement, or other concerns. NARIGP takes all problems and complaints that arise from
beheficiaries seriously, irrespective of the cause. The project implementing agencies at National, County
arld Community levels are responsible for responding to complaints and concerns that arise during project
pfeparation ahd implementation. In addition, the Project has adopted guidelines that need to be respected
that include Environmental and Social Safeguards, Fiduciary Standards, Gender Equality, Stakeholder

ngagement, Indigenous Peoples, Project Operations. In addition, the project has in place a Grievance

XX
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Management System to respond to complaints from project-affected people and communities, ineluding on

potential policy non-compliance.
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4. Statemént of Project Management Responsibilities

The Prifjcipal Secretary State Department for Crops Development, Ministry of Agriculture and
Livestock Development and the National Project Coordinator for NARIGP project are responsible for

prepgration and presentation of the Project’s financial statements, which give a true and fair view

of the sthte of affairs of the Project for the financial year ended June 30, 2023.

his r¢sponsibility includes (i) Maintaining adequate financial management arrangement and

nsurifg that these continue to be effective throughout the reporting period; (ii) Maintaining proper

ccounting records, which disclose with reasonable accuracy at any time the financial position of the
rojedt; (iii) Designing, implementing and maintaining internal controls relevant to the preparation
and fair presentation of the financial statement, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) Safeguarding the assets of the project; (V)
Seledting and applying appropriate accounting policies; and (v) Making accounting estimates that

are reasonable in the circumstances.

Thd Principal |Secretary State Department for Crops Development, Ministry of Agriculture and
Livestock Development and the National Project Coordinator for NARIGP project accept
responsibility for the Project’s financial statements, which have been prepared on the Cash Basis

Méthod of Financial Reporting, using appropriate accounting policies in accordance with International

Pyblic Sector Accounting Standards.

¢ Principal Secretary State Department for Crops Development, Ministry of Agriculture and
ivestock Development and the National Project Coordinator for NARIGP project are of the opinion
at the Project’s financial statements give a true and fair view of the state of Project’s transactions
uring the ﬁnancial year/period ended June 30, 2023, and of the Project’s financial position as at that
date. The Principal Secretary State Department for Crops Development, Ministry of Agriculture and
Livestock Development and the National Project Coordinator for NARIGP project further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon in the
preparation of the Project financial statements as well as the adequacy of the systems of internal
financial ¢ontrol.
The Principal Secretary State Department for Crops Development, Ministry of Agriculture and
Livestock Development and the National Project Coordinator for NARIGP project confirm that the

xxil




National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

Project has complied fully with applicable Government Regulations and the terms of external
financing covenants, and that Project funds 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 financial statements
The Project financial statements were approved by the Principal Secretary State Department for

Crops Development, Ministry of Agriculture and Livestock Development and the National Project
Coordinator for NARIGP project on 3018 | 2023 and signed by them.

=N Tsto

National Project Coordinator Project Accountant

rincipal @etary

Name: Dr. Paul K. Ronoh, PhD Name: Samuel Guto, PhD Name: Peter N. Gitau
ICPAK No: 10338

XXxiil
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: f REPUBLIC OF KENYA
g‘l
Telephone: +25§+(20) 12 HEADQUARTERS
-mail: info@oggkenyp. Anniversary Towers
Website: wwwioagkehys Monrovia Street
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAIROB

F THE AUDITOR-GENERAL ON NATIONAL AGRICULTURAL AND
LUSIVE GROWTH PROJECT (IDA CREDIT NO. 5900-KE) FOR THE YEAR

raw oﬂlr attentjon to the contents of my report which is in three parts:

Re on the Financial Statements that considers whether the financial statements
areffa |rly presented in accordance with the applicable financial reporting framework,
acdounting standards and the relevant laws and regulations that have a direct effect
onjthe financial statements.

. R p rt on Lawfulness and Effectiveness in Use of Public Resources which considers
c liance with applicable laws, regulations, policies, gazette notices, circulars,
gyidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
afhieves value for money and that such funds are applied for the intended purpose.

port on Effectiveness of Internal Controls, Risk Management and Governance
ch considers how the entity has instituted checks and balances to guide internal
erations| This responds to the effectiveness of the governance structure, the risk
anagement environment and the internal controls, developed and implemented by
ose charged with governance for orderly, efficient and effective operations of the

Inmodified opinion does not necessarily mean that an entity has complied with all
‘ and regulations and that its internal controls risk management and

nclusive Growth Project set out on pages 1 to 27, which comprise of the statement of
i ancial assets as at 30 June, 2023, and the statement of receipts and payments,
Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No. 5900-
kE) for thé year ended 30 June, 2023 — State Department for Crop Development

:Ecave audited the accompanying financial statements of National Agricultural and Rural
I




statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the National Agricultural and Rural Inclusive Growth Project as at
30 June, 2023, and of its financial performance and its cash flows for the year then ended,
in accordance with International Public Sector Accounting Standards (Cash Basis) and
comply with the Financing Agreement No0.5900-KE between the International
Development Association (IDA) and the Republic of Kenya dated 14 October, 2016 and
the Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the National Agricultural and Rural Inclusive
Growth Project Management in accordance with ISSAI 130 on the Code of Ethics. | have
fulfilled other ethical responsibilities in accordance with the ISSAl and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
1. Non-Remittance of Counterpart Funds

The statement of receipts and payments and as disclosed in Note 11.1 to the financial
statements reflects transfer from Government entities - Counties and National
Government amounting to Kshs.590,369,039. Review of the transfers from other
Government entities revealed that the National and County Governments had not

Draft Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No.
5900-KE) for the year ended 30 June, 2023 — State Department for Crop Development
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d céunterpart| funds, contrary to the financing agreement, amounting to

In] the [circumstances, the value for money on the disbursements amounting to
K8hs.99,861,000 towards the projects could not be ascertained.

3! Delpys in Commissioning of Projects

e Programme implemented various multi-community investment projects in the twenty-
ne (2N1) participating Counties. However, twenty-two (22) Multi-Community Investments
rojects amounting to Kshs.1,105,544,711 had been completed but not yet commissioned
nd handed over to the community by the respective Counties.

n thdg circumstances, the delay in commissioning of the projects is negatively affecting
delivéry of goods and services to the public.

elayed Micro Project Funding

Migdri County project steering committee had approved one hundred and seventy-two
) micro projects Community Investment Groups (CIGs) and Vulnerable &
inalized Groups projects with a budgeted amount of Kshs.55,930,700. The projects
to be implemented in the fourth and last phase of NARIGP as per letter to all CDDCs

the circumstances, the County project steering committee was in breach of the project
plementation plan and therefore causing delays.

Delayed Absorption of Funds

he statement of receipts and payments and as disclosed in Note 11.6 to the financial
tatements reflects transfer to County Governments amount of Kshs.3,771,481,061.
xamination of the respective bank accounts in the month of September, 2023 revealed
that funds totalling to Kshs1,163,012,972 for twenty-one (21) Counties had not been

Draft Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No.
5900-KE) for the year ended 30 June, 2023 — State Department for Crop Development
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absorbed yet the project has a closing date of 31 March, 2024. No clear explanation was
given as regards to the delayed absorption of funds.

The under absorption of funds has denied the public the opportunity to benefit from the
activities that would have undertaken from the funds disbursed.

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 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 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 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 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 overall governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue to sustain its services, disclosing as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of 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

Draft Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No.
5900-KE) for the year ended 30 June, 2023 — State Department for Crop Development
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ed to express a conclusion about whether, in all material respects, the activities,
ial transactions and information reflected in the financial statements are in
nce with the authorities that govern them and that public resources are applied in
ctive way, in accordance with the provisions of Article 229(6) of the Constitution

accofdance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the qudit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAIls. A material weakness is a condition in
whi¢h the design or operation of one or more of the internal control components does not
redfice to a relatively low level the risk that misstatements caused by error or fraud in
ampunts that would be material in relation to the financial statements being audited may
ocdur and not be detected within a timely period by employees in the normal course of
peffarming their assigned functions.

Bdcause of| its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
dequate because of changes in conditions, or that the degree of compliance with the
licies and procedures may deteriorate.

raft Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No.
3900-KE) for the year ended 30 June, 2023 — State Department for Crop Development
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As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

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

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

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

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

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

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

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

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

o et trhces

AUDITOR-GENERAL

Nairobi

03 November, 2023

Draft Report of the Auditor-General on National Agricultural and Rural Inclusive Growth Project (IDA Credit No.
5900-KE) for the year ended 30 June, 2023 — State Department for Crop Development
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6. Statemeht of Receipts and Payments for the Year Ended 30th June 2023

RECEIPT

Transfer froth Governi enﬁndties - ]'

Counties and NG 11.1 590,369,039 - 590,369,039 330,979,258 - 330,979,258 1,475,040,041
Loan from External D§velopment Partne 11.2 3,904,481,771 - 3,904,481,771 4,759,232,317 - 4,759,232,317 | 21,310,308,050
Direct Payfhent I j . . 187,537,887
TOTAL RECEIPT: | [ 4,494,850,810 0 | 4,494,850,810 | 5,090,211,575 0 | 5,090,211,575 | 22,972,885,978
PAYMENTS ] -
Purchase 8f goods add ices ] 113 976,288,111 - 976,288,111 814,024,921 - 814,024,921 2,826,545,983
Acquisi of non-financial assets J 114 774,000 - 774,000 47,217,356 - 47,217,356 396,463,527
Transfergito other Sfate Departments ] 11.5 - - - - - - 53,038,363
Transfer§ to County Gevernments T 11.6 3,771,481,061 3,771,481,061 4,310,864,684 - 4,310,864,684 | 19,517,458,766
TOTABPAYMERNT ] 4,748,543,172 0 | 4,748,543,172 | 5,172,106,960 0 | 5,172,106,960 | 22,793,506,638
SURPLUS/DEFIEI I -253,692,362 0 -253,692,362 -81,895,385 0 -81,895,385 179,379,340

ffr‘

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

statemhents.
(AT
—@x’ \ !\ {"\jv‘ou /\\/{ '
=7

National Project Coordinator Project Accountant

rificipal $e &@ry
Name: D ‘ aul K. Ronoh, PhD Name: Dr. Samuel Guto Name: Peter N. Gitau
” ICPAK No: 10338

(IPSAS 1
payments.|These are payments made by development partners directly on behalf of the entity. In recognising these transactions,

t recdipts must |be equal to the payments made and therefore there is no surplus or deficit.)
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7. Sthtement of Financial Assets as at 30th June 2023

FINANCIALJASSETS
Cash lalancls 11.7 173,582 602,719
Banl]BalanIes J 11.8 179,205,758 432,468,983
Outstanding Imprests and Advances 11.9 - -
Total Cash and Cash Equivalents 179,379,340 433,071,702
T@TAL FINANCIAL ASSETS 179,379,340 433,071,702
REPRESENTED BY
und bllance b/fwd | 11.10 433,071,702 514,967,087
furphl/Deﬁcit for the year (253,692,362) (81,895,385)
NET FINANCIAL POSITION 179,379,340 433,071,702

The pceounting policies and explanatory notes to these financial statements form an integral part of the

/ 2 i
finaficial statements. The financial statements were approved on ‘))C\ | [D] 2023 and signed by:

m @\\ *:Lw)\w,\z ‘

-7 =
National Project Coordinator Project Accountant

Date: 35’1016 /L;

Pfincipal Secretary

Date: ﬁ)(,’ 'f\?\(;? 1)>

ICPAK No: 10338

ate: ’»;u/zq/ 2
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Reports and Financial Statements
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8. Statement of Cash flow for the year ended 30th June 2023

Receipts for operating activities

Transfer from Governient entities - Counties and NG 11.1 590,369,039 330,979,258
Loan from External Development Partners 11.2 3,904,481,771 4,759,232,317
Payments for operating activities

Purchase of goods and services 11.3 976,288,111 814,024,921
Transfers to other State Departments 11.5 - -
Transfers to other government entities - Counties 11.6 3,771,481,061 4,310,864,684
Adjustments during the year (change in receivables) - 4,222,000
Net cash flow from operating activities (252,918,362) (30,456,029)
CASHFLOW FROM INVESTING ACTIVITIES

Acquisition of non-financial assets 11.4 (774,000) (47,217,356)
Net cash flows from Investing Activities (774,000) (47,217,356)
CASHFLOW FROM BORROWING ACTIVITIES

Proceeds from Foreign Borrowings =
Net cash flow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENT (253,692,362) (77,673,385)
Cash and cash equivalent at BEGINNING of the year 433,071,702 510,745,087
Cash and cash equivalent at END of the year 179,379,340 433,071,702

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

financial statements. The entity financial statements were approved on 3 hl \ D \ 2023 and signed by:

et

() ok

rincipal Secretary National Project Coordinator

Date: Date: "70/{(6 } o

Project Accountant
T .
Date: S0 1\ )2 0, <

ICPAK Member No: 10338
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9. Stdtemept of Comparison of Budget and Actual Amounts for the year ended 30" June 2023

Receipts

Transfer from§ Governmgnt entities / 236,500,000 (30,000,000) 206,500,000 590,369,039 (383,869,039) 286%
Loan from Ekternal Defelopment f

Partners 4,061,000,000 839,000,000 4,900,000,000 3,904,481,771 995,518,229 80%
Direct Payment f

Total Recéipts ’j 4,297,500,000 809,000,000 5,106,500,000 4,494,850,810 611,649,190

services f 597,093,790 472,132,210 1,069,226,000 976,288,111 92,937,889 91%

Acquisi of non-financial assets / 774,000 . - 774,000 774,000 - 100%
Transferd to other Sfate Departments - -

Transfeg$ to Goverfment entities 3,699,632,210 336,867,790 4,036,500,000 3,771,481,061 265,018,939 93%
Total Phyments 4,297,500,000 809,000,000 5,106,500,000 4,748,543,172 357,956,828 93%

nancial_stat

[

he significant budget utilisation/performance differences in the last column are explained in Annex 1 to

ements.

|

Datgt $5110] .3 il L ate: 33)13 )23
/
|

as == =N Bsie

National Project Coordinator Project Accountant

ICPAK Member No: 10338
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10. Significant Accounting Policies

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

below:

a. Statement of compliance and basis of preparation

The 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 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.

b. Reporting entity

The financial statements are for the NARIGP Project under National Government of Kenya. The

financial statements encompass the reporting entity as specified in the relevant legislation PEM Act
2012 +

¢. Reporting currency

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

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

d. Recognition 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.
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.
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Ekternal Assistance

External hssistance is received through loans from multilateral and bilateral development partners.

Qther receipts

ese ihclude Appropriation-in-Aid and relates to receipts such as proceeds from disposal of assets
d sale of tender documents. These are recognized in the financial statements the time associated

ash isfreceived.

Donations and grants

and donations shall be recognized in the books of accounts when cash is received. Cash is
red as received when a payment advice is received by the recipient entity or by the beneficiary.
of grant/donation in kind, such grants are recorded upon receipt of the grant item and upon

ination of) the value. The date of the transaction is the value date indicated on the payment

V) Proceeds from borrowing

o
)
=2

owing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and external loans

acghired by the Project or any other debt the Project may take on will be treated on cash basis and

recbgnized 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

fbr the Project currently under development where conditions have been satisfied or their ongoing

atisfaction 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. Recognition of payments

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

out by the Project.
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i) Compensation of employees

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

ii)  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.

iii) Interest on borrowing

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

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 equipment 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 contra transaction is recorded as receipt and

as a payment.

A 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.
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Significagt Accounting Policies (Continued)

vi n-kind donations

kind [contributions are donations that are made to the Project in the form of actual goods and/or
rviceg rather than in money or cash terms. These donations may include vehicles, equipment or
ersonfel services. Where the financial value received for in-kind contributions can be reliably
ined, the Project includes such value in the statement of receipts and payments both as receipts

nd a§ payments in equal and opposite amounts; otherwise, the contribution is not recorded.
viii) Cash and cash equivalents

Ca
hi

and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
ly liquid investments with an original maturity of three months or less, which are readily

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

adcount balances include amounts held at the Central Bank of Kenya and at various commercial banks
the end of the financial year. For the purposes of these financial statements, cash and cash
quivalents also include short term cash imprests and advances to authorised public officers and/or

nstitutions which were not surrendered or accounted for at the end of the financial year.

ix) 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 restricted for use in refunding third part

deposits;

ix)  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

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

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

statements.

Xx) 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 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

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
comfort/ 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.

Section 89 (2) (i) of the PFM Act requires the National Government to report on the payments made,
or losses incurred, by the county government to meet contingent liabilities as a result of loans during

the financial year, including payments made in respect of loan write-offs or waiver of interest on loans

xi) Contingent Assets

The Entity 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 the Entity in the notes to the financial statements. 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 statements of the period in which the change occurs.



National Agricullural and Rural Inclusive Growth Project (NARIGP)
Reports andl Finqncial Statements
For the financial year ended June 30, 2023

Accqunting Policies (Continued)
Pending bills

Significa

ing bills consist of unpaid liabilities at the end of the financial year arising from contracted goods
rviceb during the year or in past years. As pending bills do not involve the payment of cash in the
rting|period, they recorded as ‘memorandum’ or ‘off-balance’ items to provide a sense of the
ovérall nét cash position of the Project at the end of the year. When the pending bills are finally settled,
sugh payments are included in the statement of receipts and payments in the year in which the

paymentp are made.

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 accounts and
ccourfts payable - deposits, which are accounted for on an accrual basis), and for the same period as
he finkncial statements. The Project’s budget was approved as required by Law and National Treasury
egulhtions, as well as by the participating development partners, as detailed in the Government of
Kenyg 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 hfgh-level assessment of the Project’s actual performance against the comparable budget for the

finahcial year/period under review has been included in an annex to these financial statements.

Xiv Third party payments
Indluded in the receipts and payments, are payments made on its behalf by to third parties in form of
lodns 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.

10




National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

XV) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economi¢ 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 recognised in the statements of receipts and payments.

XVvi) Comparative figures

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

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

xvii) Subsequent events

There have been no events subsequent to the financial year/period end with a significant impact on the

financial statements for the year ended June 30, 2023.

xviii)  Errors

Material 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.

11
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ral and Rural Inclusive Growth Project (NARIGP)

For the financia
e Financiial Statements

Transfers frc#m Government Entities

These represent

ounterpart funding and other receipts from government as follows:

Chale 4 ) 6,500,000 31,000,000
Kilifi ;{ 25,190,504 i 49,690,504
Meru | 50,983,795 ) 75,483,795
Embu 1/ 56,680,562 56,200,000 135,741,894
Kitui 34,497,816 ) 58,997,816
Makueni 1 18,833,494 6,500,000 49,833,494
Kirinya 6,500,000 6,500,000 37,500,000
Murang 50,000,000 . 74,500,000
Kiamb 4 i - 18,000,500
Turkan 26,744,399 6,500,000 57,758,063
‘
Samb ,‘ 20,994,480 ) 45,494,480
Trans Nzoia 6,500,000 41,636,615 66,136,615
Nandi | 61,906,537 37,069,001 123,475,538
Naku 7‘ 6,500,000 28,500,000 54,500,000
% 119,519,136 ) 151,019,136
f : : 24,500,000
| i 27,744,737 52,244,737
‘ i . 24,000,000
| 20,475,001 26,103,490 71,078,491
‘ 49,741,440 38,573,174 123,314,614
| 35,301,875 33,739,076 87,040,951
he Project by NT - : 25,316,248
6{ 590,369,039 315,566,093 1,436,626,876
T}xsfers ffom National Gf)vemment - 15,413,165 38,413,165
Qnd Togel | 590,369,039 330,979,258 1,475,040,041

12



National Agricultural and Rural Inclusive Growth Project (NARIGP)

Reports and Financial Statements
For the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

11.2 Loan from External Development Partners

During the 12 months to 30 June 2023, we received funding from development partners in form of loans

negotiated by the National Treasury donors as detailed in the table below:

Loan Received from World Bank

DA1

World Bank 19/01/2023 14,027,831 1,738.749.705 1,738,749,705 2,755,892,467
World Bank 26/04/2023 7,399,224 1,001,706,945 1,001,706,945 1,239,406,124
World Bank 13/06/2023 3,164,491 440,655,372 440,655,372

World Bank -

World Bank -

World Bank - - - -
Sub Total 24,591,546 3,181,112,021 3,181,112,021 3,995,298,590
DA 2

Weilgtde | dla0e 3,735,787 454,981,499 454,981,499 109,448,722
World Bank 19/01/2023 1,000,503 124,012,347 124,012,347 117,783,515
World Bank 22/03/2023 1,106.244 144,375,904 144,375,904 272,836,426

. 263,865,063
Suli Fotal 5,842,534 723,369,750 723,369,750 763,933,726
ol 30,434,080 3,904,481,771 3,904,481,771 4,759.232,317

13



National Agricullural and R&lral Inclusive Growth Project (NARIGP)

Reports anil Fingneial Statements

For the fiancial year ended June 30, 2023
[

Notes to the Financial Statéments (Continued)

11 rchase of Foods and Services

Tmining gpency | 612,422,955 590,887,418 2,114,495,808
A S“'S‘S‘enc floviance | 147,652,267 49,454,617 197,106,884
Foreign Travel ahd Subsistenc%, and other
transportation cdsts * 6,829,420 - 6,829,420
Communication supplies andFerwces 6,382,660 9,638,200 25,659,059
Printing] advertfsing and - infd)rmation supplies &
service 2,192,095 31,399,119 68,628,213
Laboratbry MaIenals, Suppll%s and Small Equipment 29,102,448 2,698,087 31,800,535
|
Ofﬂce]nd gengral supplies a#ld services 13,015,823 3,115,768 19,247,359
Specn%zed materials and sefwces i ) 1,120,000
[
R°““} mainprgnee °fvehf°les 6,297,612 1,995,741 10,289,093
Ref”']“hme t g buildings| 79,331,431 66,502,002 145,833,433
Consltancy ervices: — Téchnical and professional
serviges “ 65,555,763 50,411,729 166,379,221
O‘h"]”e’a B iaeg 7,505,637 7,922,240 45,682,416
Tot {
| 976,288,111 814,024,921 2,833,071,442
11.4|Aequisition of Non-Financial Assets
Kshs Kshs Kshs Kshs Kshs
ﬂ:.;lslaul & rafurbishmem{ of construction and civil ) } } ) 12,332,181
rchase ¢f vehicles & ot}wr transport equipment - - 40,351,856 80,703,712
4rchase f office furniture & general equipment 774,000 774,000 6.865.500 65,762,585
) | 774,000 774000 | 47217356 | 158798477
|
f
| 14




National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

11.5 Transfers to Other State Departments

National Irrigation Board - - - - | 25,557,663
State Department of

Aquiculture and B- Economy - - - - | 13,413,700
State Department of Fisheries - - - - | 14,067,000
Sub total ) ) i - | 53,038,363

We have confirmed that the beneficiary institutions have received the funds and have recorded these as inter-

entity receipts. We have attached these duly signed confirmations as an Appendix to the financial statements.

15
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|
National Agricultural and Rt:’ral Inclusive Growth Project (NARIGP)

Reports and Fingncial State

ents

For the financia| year ended June 30, 2023
v

173,582

602,719

173,582

602,719

bd below:

62,272,408

2 project bank accounts and 2 foreign currency designated accounts managed by the National

58,346,872

Central Bank of Kenya [A/c No. 1000457694] - NPCU
Kenya Jomme'cial Bank Noij 1266645519 - National Government 116,933,350 374,122,111
Total lgcal cujreucy balancfps 179,205,758 432,468,983
T
11.9 Breakdpwn of Imdrests and Advances
There yvere outstandixﬁg imprests and advances as at 30 June 2023
11.10 Fund Balance Brought Forward
Bankjaccoupts | 432,468,983 510,415,684
Cashlin hand r' 602,719 329,403
[
Out ndin# imprests aryLi advances - 4,222,000
Totdl 433,071,702 514,967,087
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National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

11.11 Special Deposit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30" June 2023 are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the Exchequer
Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that were
voted in the year. These funds have been reported as loans/grants received in the year under the Statement of
Receipts and Payments.

The Special Deposit Accounts Movement Schedule and the reconciliation statements have been attached as

support to the closing balances.

(i) A/C Name : Designated Account A [A/c No. 1000317857]
Opening balance 22,118,592 17,133,605
Total amount deposited in the account 5,744,549 39,189,517
Total amount withdrawn (as per Statement of Receipts & Payments) 24,591,546 34,204,530
Closing balance (as per SDA bank account reconciliation attached) 3,271,595 22,118,592
Exchange rate USD 1 to Kes 140.42 117.73
Equivalent Closing Balance in Kes 459,408,853 | 2,604,073,894
USD USD
(ii) A/C Name : Designated Account B [A/c No. 1000263962]
Opening balance - 999,623
Total amount deposited in the account 5,842,534 5,677,961
Total amount withdrawn (as per Statement of Receipts & Payments) 5,842,534 6,677,584

Closing balance (as per SDA bank account reconciliation attached) - -

Exchange rate USD 1 to Kes - -

Equivalent Closing Balance in Kes - -
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Reportsiand Fynancial Statements
For thefinangial year ended June 30, 2023
|

Notes té the Financial Siatements (Continued)

11.12 Progress on Follow up of Prior Year Auditor’s Recommendations

|

The following is the sumhlary of issues raised by the external auditor, and management comments that were
|

providéd to the auditor. r/e have nominated focal persons to resolve the various issues as shown below with

the assbciatefl time fram

within which we expect the issues to be resolved.

N ‘n-Remittance of ' The management has 1 E
1 Cdunterpart Funds § been and will continue 1 |I
| The statement of i making follow up 1 |
i rleipts and payments 1 actions with reminder ‘ ‘
as disclosed in Note , request letters to the ,
! lfl.l to the financial ; counties and parent 1
i s&atements reflects ! ministry to ensure the 1
i t.‘kansfer from 1 agreed proportions of l
i Govemment entities - ; the counterpart l
DAG/NARIGP | , , | o I
' Counties and National | contribution are ;
40729;ﬁil- I Government amount of | deposited in the ; Continuens f Coniinuous ﬁ
) i“Kshs.330,979,258. | project accounts to | ;
| However, review of the ' ensure full i |
transfers schedules and | implementation of the | ;
i; other supporting project. In the current | i
T } documents revealed  financial year, the i
\ that the National and ; management has ll | i
( County Governments factored increased \ 1 ‘
' had not remitted ' budget allocations to ‘ ‘:
Jf | counterpart funds | reduce the counterpart E i ,
“, e N |
| 20
/
|
/| |




National Agricultural and Rural Inclusive Growth Project (NARIGP)
Reports and Financial Statements
For the financial year ended June 30, 2023

' amounting to contribution deficit for |

Kshs.159,606,369 and | National Government.
' Kshs.157,634,404 :
respectively. This is

contrary to schedule 2

i of the Project’s

' Financing Agreement

which states that IDA {
and the Government of |
Kenya (GoK) will Fund |
91% and 9% of every
year's activities or
expenditure of the
Project respectively. In
the circumstances, the

non-remittance of the

' GoK portion of the *
funding may have
| impacted negatively on

the implementation and

- development of the

! programmes hence

 affecting delivery of

- goods and services to
|

‘ the public.
| - .|
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OAGINAR|GP
/479/2021-
2022k27)

Delay in
Imple%entation of
Comp}onent Three of
the Prtject

Review of project

docuTents and County
project implementation

status reports in six

sampled counties

revealed delays in
implementation of
twelve (12) projects
under‘ component three

of the project with a

| total budgeted cost of
 Kshs

731,370,592
despite availability of
funds. As at the date of
audit inspection in
October, 2022 these

projects were either still

' ongoing or not started

|

|

|
|

with no clear indication
by the Management on

whenl) the projects will

counties and

The management
concurs to the audit

findings and states as

follows: - 1 j

The disbursement of |
NARIGP funds to the |
Counties and the
Community is through
the Conditional Grants |
Disbursement
Framework developed
by the Senate every
year. In FY 22 the Resolved
framework was
approved in June
2022. The late
approval of the

Framework negatively |

affected the

| Resolved

disbursement of funds

to the counties and

consequently the
implementation of |

investments at the

—_—

|
|
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' be completed. especially Multi

| Consequently, the value ‘ Community

' for money from the Investments under
above projects could | Component Three.
not be ascertained. - The project funds

- were released to the
|

' counties towards the

tail end of FY 22.

OAG/NARIGP
/479/2021-
2022/(27)

. . - | .
' Anomalies in the ' To ensure compliance
: |
- Counties Bank ' on signatories to
| i
Accounts i project accounts, the
x

' Review of County bank | management through

balances documents | the County of
revealed that the - Governors has
| County Government of ' committed itself to

Migori Management | sensitizing the new

- had frozen the projects ( county leadership on
1 bank accounts from 24 : the provisions of the
' June, 2022. In addition, | project documents in
! scrutiny of signatories ' an effort to avoid in

| to the account for ' eligible expenditures.

' County Government of | Sanctions which

E Homa bay revealed that | include suspension of ‘l
, there were five (5) further disbursements |
|

- signatories to the

e

~will also be applied to |

Continuous

Continuous
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non-complying

| account contrary to

Section 2.3.2 Paragraph | counties.
3 oi NARIGP Finance

Manual which states
tha,r‘i County level

sii\atories to the 495

accounts will be the

|

- County project
ordinator, County

C

|
project accountant, and

e#ther the Accounting
} dfﬁcer for Finance or
griculture. In the
ircumstances, the
delivery of goods and
fervices and project
mplementation may be

inhibited by the

'inability to access funds

for projects. In |

addition, the {

| Management was in \

/ ' breach of the project’s

‘ / ' finance manual.

/ 24
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OAG/NARIGP
/479/2021-
2022/(27)

i Delayed Transfer of

! Funds from County
'Revenue Fund

The statement of
receipts and payments

|

' reflects transfers to

County Governments

 of Kshs.4, 310,864,684
i as disclosed under Note
' 11.6 to the financial

1 statements.

' Examination of County
: project coordinating

! units bank accounts and
‘ county revenue fund

1 account revealed that as
- of October, 2022, the

i County Governments
of Kilifi, Homabay and
! Kiambu had not

' transferred amounts of
| Kshs. 136,732,417,

i Kshs.104,639,790 and

' Kshs.110,216,401

| respectively received

i
i
1

I

The management has
through the County
Project Coordination

Unit made requests for

the transfer of funds

from the CRF to the
project operations
accounts as per the
attached request letters
(Annexes 1, 2 and 3).
The management will
apply sanctions to
non-complying
counties as
recommended in the
Implementation
Support Mission 5 to

avoid non eligible

expenditures.

|
|
i

| Resolved

Resolved
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a
|
i

during the financial
year ¢021/2022 from
the ﬁ‘ounty revenue
fund to the projects
special purpose
accounts. In the
circq‘mstances, the
intedded beneficiaries

did +ot benefit from the

‘ scth:uled programmes

and projects due to
faill%re by the County

t Max%lagement to release

the Project funds

‘ ro{ tly.
up {npy

%

= -
National Project Coordinator

25 ((OIQ—}

Date
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12. Annexes

Annex 1 - Variance Explanations - Comparative Budget and Actual Amounts

a b c=a-b d=b/a %
Receipts
There was low
counterpart contribution
Transfer from Government from the National
entities 206,500,000 590,369,039 | (383,869,039) 286% | Government
1. Lack of Framework
to Disburse conditional
Grants to the Counties
Loan from External affected the project
Development Partners 4,900,000,000 | 3,904,481,771 995,518,229 80% | implementation.
Direct Payment - - -
Total Receipts . 5,106,500,000 | 4,494,850,810 611,649,190 88%
Payments
1. Lack of Framework
to Disburse conditional
Grants to the Counties
affected the project
Purchase of goods and services 1,069,226,000 976,288,111 92,937,889 91% | implementation.
Acquisition of non-financial Delay in completion of
assets 774,000 774,000 - 100% | procurement procedures
Transfers to other State
Departments - - -
1. Lack of Framework
to Disburse conditional
Grants to the Counties
. . affected the project
Transfers to Government entities | 4,036,500,000 | 3,771,481,061 265,018,939 93% | implementation.
Total payments 5,106,500,000 | 4,748,543,172 357,956,828 93%
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T
[
|

Annex 2 — Summary of Fixed Assets Register

Transport [ ) i )
equipment 253,463,0§1 253,463,091
Offi ‘
equipient, ’
furnitiire and 1
fittings and 129,245,193 i 000 ) 130,019,193
ICT *
equiphents |
|
gk 382,708,284 - #4000 - 383,482,284
|
|
\
\
|
[
[
\
\
!
[
[
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