
Ja

j THE NA'l'i'.)Nr\1. ASSEN'I11l,
!)AI.,t._l,,s L,A.tl)

REPUBLIC OF KENYA

OF THE AUDITOR.GENERAL

ancing Accountability

REPORT

DAY.
16r{ F

ti.
\l

I l:l ii r\

, I AilLEl)
, I]Y:

i.:n-;l
:._f<:i-I

arffi
,llo;'
lNitt

DATE:

ui rt lrt

M *.,(,
R-GENERAL

( )-.Lru(-AT
i.HE- TA8LI,

ON

FINANCIAL INCLUSION FUND

FOR THE SEVEN (7) MONTHS PERTOD ENDED
30 JUNE ,2023

I



t L
t

o



5
SGE

LAEGR01DU BL B1 AI0 00tc 00t? {o 5CI0B T0 1P R

El v E
R Ec

[3 UN

RY

Nl

a I
I'

ugtler Fund
, rrl.I'|E-E!

(FINANCIAL INCLUSION FUND)

ANNUAL REPORT AND F'INANCIAL STATEMENTS

FOR THE SEVEN (7) MONTHS PERIOD ENDED

3OTHJIJNE 2023

Prcpered in rccordance with the Aecrual Basis ofAccoundng Method under the Internationd Publlc

Sector Accounting Stendrrds (IPSAS)



Finencirl Inclusion Fund
Annuel Report end Finenciel Stetements for the
Seven months period ended June 30, 2023.

ll



Financial Inclusion Fund
Annual Report and Financial Statements
For Seven (7) Months Period ended 30 June 2023

Table of Contents

T.Acronyms, Abbreviotions ond Glossary of Terms ...................... .,,........................ iv

2. Key FIF lnformotion ond Monogement.............. .......,,,,,,,,,,,,,,,, v

3. The Board of Directors

4. Key Monagement Teom

5. Choirmon's 5tatement.............,,, .....,,,,,,,,,,,,, xiii

6. Report of the Chief Executive officer....................... ............... xv

7, Statement of Performonce ogoinst Predetermined Objectives for FY 2022/2023....................xvii

8. Mondgement Discussion ond Ana1ysis,............... ,,.,............,.xvii

9. Environmentol ond Sustoinobility Repofting Sustoinobility Strotegy and Profi|e..................... xx

70. Report ol the Directors ................ ............xxiii

77. Statement of Dircctors Responsibilities ,,,,,,,,,,,..... .............xxv

72. Stotement ol finonciol performance for the senev months period ended 30 tune 2023 .........7

75. Stotement of Financiol Position os ot 30 tune 2023

76. Stdtement of Changes in Net Assets for the yeor ended..... ....................,,....,....3

77. Stotement of Cdsh Flows for the yeor ended 30 tune 2023,.,,,.,..... ...................4

78. Stotement of Comporison of Budget and Actuol amounts Ior the yeor ended 30 tune 2023 ..5

79. Notes to the Financial Statements........... .........................,..6

Appendices 30

2

l
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1. Acronyms, Abbreviations and Glossary of Terms

A: Acronyms and Abbreviations
CEO Chief Executive Oflicer

DG Director General

CBK Central Bank of Kenya

ICPAK Institute of Certified Public Accountants of Kenya

IPSAS International Public Sector Accounting Standards

MD Managing Director

NT National Treasury

OCOB Office of the Controller of Budget

OAC Office of the Auditor General

OSHA Occupational Safety and Health Act of2007

PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Sector Accounting Standards Board

SACAs Semi-Autonomous Government Agencies

SC State Corporations

WB World Bank

VC Vice Chancellor

B: Glossary of Terms

Fiduciary Management- Members of Management directly entrusted with the responsibility of
financial resources of the organization

Comparative Year- Means the prior period
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2. Key FIF Information and Management

(a) Backgroundinformation

The Financial Inclusion Fund (FIF) was established in 2022 under the provisions of section

24(4) of the Public Finance Management Act, 2012. FIF is headquartered in Nairobi, Kenya.

FIF represents a significant initiative aimed at providing crucial financial products and services

to individuals at the bottom of the economic pyramid. FIF was developed and launched in

November 2022 through a collaborative effort between private sector experts and public

officials. marking a milestone in the realm of Public-Private Partnerships. The Fund's core

mission is to comprehensively empower its target clients by focusing on pillars such as

aflordable credit, competitive savings products. financial literacy, universal health care, and

goal-based investments.

(b) PrincipalActivities

The Financial Inclusion Fund is primarily mandated to

Facilitate Financial Empowerment: The Fund's core mission is to provide comprehensive
financial empowerment to individuals and businesses at the bottom ofthe economic pyramid.
This is achieved through the provision of affordable credit. competitive savings products.
financial literacy, and access to essential services.

Support Economic Growth: The Fund is committed to fostering economic groMh in Kenya
by extending financial services to those traditionally excluded from the lormal financial sector.
By providing access to credit and promoting responsible financial behavior, The Fund aims to
boost enlrepreneurship and economic development.

ll.

lll Advance Financial Inclusion: The Fund strives to advance financial inclusion by ensuring
that even the most underserved populations have access to essential financial tools and
services. This aligns with the Fund's vision ofcreating a financially inclusive society where
all Kenyans can participate in economic activities.

lv Promote Sustainability: The Fund recognizes the importance ol sustainability in its
operations. This includes reducing its environnrental impact, adhering to ethical business
practices. and actively engaging with the community through Corporate Social Responsibility
(CSR) initiatives.

Ensure Social Equity: The Fund places a strong emphasis on social equity by promoting
gender-inclusive hiring practices and stakeholder engagement. It seeks to create a diverse and
inclusive workforce that mirrors the society it serves.

These lunctions are derived from the Public Finance Management (Financial Inclusion Fund)
Regulations, 2022, and are in line with the Fund's vision olbecoming a leading catalyst for financial
inclusion and economic growth in Kenya.
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(3)The Board of Directors

I

Irene Muthoni Karimi
Chairperson - Independent
Board Member (60 years)

Ms. Irene Karimi is an intemational development

professional with more than 30 years' experience in project
management. organizational development and training

Ms. Karimi holds a B.A. in Business Administration from
Andrews University, Berrien Springs. Michigan/University
of Eastem Africa (Baraton)campus. She is a Certified
Performance Technologist (lSPI. 2017) and holds

certificates in Project Management, Project Analysis and

Monitoring and Evaluation from the USDA Graduate

School in Washington, DC.

2

Susan Auma Mangeni- PS

State Department of Micro,
Small and Medium
Enterprises (MSMES)

Development - (45 years)

Susan Mang'eni is the Principal Secretary of the newly
established State Department of Micro, Small and Medium
Enterprises (MSMES) Development under the Ministry ol
Cooperative and MSMES. She is a govemance and

development expert with close to l5 years' experience in
both the private and public sectors. in areas of strategic

leadership, public policy formulation, analysis and

implementation, enterprise development, institution
building. oversight, youth and women empowerment.

PS Susan holds an MA in Entrepreneurship Development

and a BS in Political Science and Public Administration

both from the University of Nairobi.

l)clrtilrItr:l l)irecl o rs

vl
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J

Hardlyne Lusui- Independent

Board Member (42 years)

^&

Ms. I Iardlyne l.usui possesses cxcellent lcadership,

comnrunication. analytical. organizational planning and

flnancial management sk ills.

Ms. Lusui holds a N4aster of Arts Degree in Women

Leadership and Govcrnance fionr '['he Univcrsity of
Nairohi and Bachclor ol Science Degree in Intilrmation

Sciencc tionr the Kcn!a N{cthodist [Jniversitl. Shc lurther

holds a [)iploma in Inlbrrnation Sciences fionr l:ldoret

Polrtcchnic.

Paul Musyimi - Independent

Board Member (38 years)

f,s
It\

Mr. Musyimi is an Aclvocate ol the High Coun of Kenla in private

practice. lle has extensivc cxpcrience in E-ncrg1 Lau. Contracts [-aw.

Public-Privatc Pannerships. Constitutional and Devolution [-aw having

served as Legal Oftlcer at Rural Elcctritication Authority. t-egal

Advisor to thc Govemor ol-Nairobi and Advocate and Consultant at

several Lcading [-aw Firms.

He holds a Bachelor of Lau's ([. t-. B) f]om thc LJ niversity ofNairobi and

is currently pursuing his Mastcr of Laws ([-[,. M ) in Intemational 'frade

and Inveslnrcnt [-aw at the sarne Institution. ln addition. he has a Post-

Graduatc [)iploma liom the Kenya School of Law and an Entr)

Cenitlcatc to Arbitratiur lionr the Chartcrcd lnstitute of Arbitrators
(ClArb). tlc is a Menrber of [-arr Societl of Ken)a. East Aliican [.au

Society. Kcnya Institute ol-Management ( KAM ).

4

5

CCOP Symon C. J Mburia
Altemate to PS Co-operatives
(50 years )

CCOP. Slmon C.J. N{buria is a Deputy Commissioner for
Co-operative Developnrent & inrnrcdiate fbrmer Ag. Chief
Executivc Otficer of Kenya Society ol' Professional Co-

operators (KSPC) Mr. Symon Mburia joined the

Govemment olKenya in 1993 as a co-operative ofticer and

has grown through the ranks to the current position.

Symon C'.J Mburia holds a Bachelor of Cornmerce degree

lrom the Universitl' of Nairobi (UoN) a Msc. in

Entreprencurship liom .lomo Kenyatta University of
Agriculture and Technology (JKUA'I ) and a Cr: rtificate in
Public Policy Development lrom Strathmore University.

v
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6

FCPA Geoffrey Malombe-
Representative of national
Treasury ( 50 years)

t

FCPA (icolf'rel NIalombe has extcnsive experience

spanning r.nore than 25 1'ears in thc linancial Markcts. Fle

holds many leaderships and director position in sonre ofthe
governr.ncnt agencies. IIis key skill is policy and strategy

fbmrulation.

He holds a Masters of'Arts Degrec and a Master's in

Business Adnrinistration tiom the Universitl of Nairobi. He

is a graduate of Egerton University uith a Bachclor of
Sciencc in Agricultural l]conomics. I Ie is also a CI'A (K)

7

kn I
Elizabeth N. Nkukuu. CFA
Ag. Chief Executive Officer
(42 years)

5

Ms. l:.lizabeth N. Nkukuu has close to Twentl .v-ears of
experience in the Financial Services sector with a key fbcus

on Investment Managenrent in the l)ension and Personal

Wealth ('rcation progranls

Ms. Elizabeth N. Nkukuu is currentll' pursuing her Doctor
of Philosophy(PHD) Degree in lJusiness Administration
(Finance) fiom Nairobi University. She has a Master of
Business Administration(MBA ) fionr Nairobi Ljniversitv
and a Bachelor of Science in Actuarial Science fiom
Nairohi IJniversity.

vltl
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(4) Key Management

The key management personnel who held office during the financial year ended 30tl'June 2023

and who had direct fiduciary responsibility were:

I

Nls. Elizabeth N. r.\kukuu has cl(,sc to l-r\rnt\ \ears ol-expcrience in the
l-inancial Services seclor wilh a kcy locLrs on Invcstlncnt Managemcnl in
thc Pcnsion and Pcrsonal Wealth Creation programs. Her spccialt)' has

bcen around Ponlirlio l\'lanagcr)ent. Real I-,statc lnvcstmenls and

l)cvelopnlent. Privatc Equitl Manlgemcnt including deal sourcing and

l)etailsNtanagomcnt

krj
Elizabeth Nkukuu CFA
Ag. Chief Executive Officer

,t:v
I

structuring. Fundraising anrong othcrs. Shc is passionate about wealth
crcation and to this cnd she is a Financial [.itcrac! training and Advisor.

Ms. Elizabeth N. Nkukuu i5 passionatc about helping pcople create
businesscs thal last through training. coaching, and nrentoring
entreprcncurs. She has run a couplc olbusinesses learning a lot lionl both
uorlds. llcr conrbination ot inrprcssirc prolcssional and acadcmic
qualifications and the hands-ort erperience gaincd by running businesses.

bring togcther a signilicant adrantage ofthe theor) and practical aspects

ol running succcssfirl businesscs.

Ms. Elizabeth N. Nkukuu is currentl) pursuing her Doctor of
Philosoph)(Ptll)) [)cgree in Business Administration (Finance) tiom
Nairobi Oniversity. Shr.' has a Masler of Busin.ss Adnrinistralion(M BA )

tionr Nairobi [Jniversity and a Bachclor ol'Science in Actuarial Science
tiom Nairobi [.lniversitr.

(c)

i.

ii.

i ii.

Fiduciary Oversight Arrangements

To elfectively carry out its mandate the Board shall have the fbllowing key committees.

Audit, Risk and ('ompliance ('ommittee- This Committee shall be established Subject to

paragraph (2) of Public Finance Management (PFM) regulations 2015 to provide oversight of

the financial reporting process. the audit process. and intemal controls in compliance with

laws and regulations.

Strategt, Programs und Resource Mobilization- The Fund's strategy is often dependent on

and implemented through its core programmes. To this end, it is proposed that Strategy,

Programs and Resources Mobilization Committee is formed with the responsibility of

providing oversight on strategy matters. planning. service delivery and implementation of its

core mandate.

Finance and Operutions Committee- The Public Finance Management (PFM) Act 2012,

clause l0 (7) states that the administrator ofa national public fund shall ensure that money

held in the fund, including any eamings or accruals is spent only for the purposes for which

IY
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the fund is established. Clause l0 further requires national public funds to, a) Prepare financial

statements for each financial year in a form specified by the Accounting Standards Board; and

(b) not later than three months after the end ofeach financial year, submit those statements to

the Auditor-General and a copy of the statements to the National Treasury, Commission on

Revenue Allocation and the Controller of Budget. The committee will oversee all the support

functions ofthe fund including. Human Resources and Procurement.

The membership of the various committees is as below

l. Audit and Risk

2. Strategr, Programs and Resource Mobilization

3.1.1 Finance and General Purpose Committee

S/llo. Name Responsibility

Hardlyne Lusui Chairperson

2 Susan Man'geni Member

J Symon Mburia Member

4 Geoffrey Malombe Member

5 Elizabeth Nkukuu Member

During the year the Board had two (2) full Board meetings and one meeting for the inauguration

olthe board where all the members except Geoffrey Malombe attended. The Finance Strategy

S/l.,lo. Name Responsibility

I Paul Musvimi Chairperson

2 Geoffrey Malombe Member

J Susan Man'geni Member

S/l{o. Name Responsibility

I Geoffrey Malombe Chairperson

2 Mr. Paul Musyimi Member

t Ms. Hardlyne Lusui Member

4 Susan Man'geni Member

5 Symon Mburia Member

6 Ms. Elizabeth Nkukuu Member

x
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and General-Purpose committee had one meeting while the Strategy, Programs. and resource

mobilization had four Committee meetings to review and approve the products.

(d) Heedquerters

P.O. Box 30547

KIBT Building

Ojijo Road

Nairobi, KENYA

(e) Contacts

Telephone : (25 4) 7 28600 57 6

E-mail : ceo@hustlerfund. go.ke

Website: www.hustlerfund. go.ke

(f) Bankcrs

l. Central Bank ofKenya

Haile Selassie Avenue

P.O. Box 60000 -00200

Nairobi, Kenya

Kenya Commercial Bank

Milimani

P.O. Box 48400- 00100

Narrobi, Kcnya

Family bank

Family Bank Plaza

P.O. Box 74145- 00100

Nairobi, Kenya

(g) IndependcntAuditor

Auditor-General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084 -00100

Nairobi, Kenya

2

3

YI
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(h) Principal Legal Adviser

The Attorney General

State Law Office and Department ofJustice

Harambee Avenue

P.O. Box 401l2 - 00200

Nairobi, Kenya

3. The Board of Directors

4. Key Management Team

SNo Name Designation
I Irene Muthoni Karemi Chairperson
2 Hardlyne Lusui Board member
, Paul Musyimi Board Members
4 Susan Mang'eni Board Member
5 Symon Mburia Board Member
6 Geoffrey Malombe Board Member
7 Elizabeth Nkukuu Ag. CEO

Ag. Chief Executive OfficerI Elizabeth Nkukuu

\ I lrn agcnrcn t l)rl a ilr

xlt
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5. Chairman'sStatement

It gives me great pleasure to present to you the financial statements of the Financial Inclusion Fund

popularly known as the Hustler Fund.

As you may be aware the Fund was launched in November 2023 by His Excellency the President,

Hon. William Samoei Ruto. The Fund is aimed at providing support to the people at the bottom of the

Economic Pyramid. The Fund is a clear success story of how if well implemented Public Private

Pa(nerships can be a success. 'fhe product design and rollout were done through the collaborative

effo(s of people from the private sectors and public officers.

The Fund is aimed at having comprehensive financial empowerment for its target people that is people

at the bottom of the pyramid. To elfectively deliver on this mandate the fund has to focus on the

following key pillars

a. Provision ofaffordable credit to people and businesses with the aim ofgraduating the

beneficiaries to access credit from other financial institutions.

b. Provision ofcompetitive savings products to all;

c. Financial Lileracy and Business Capacity Building for the beneficiaries;

d. Provision of the Universal Health Care: and

e. Goal-based investments lor housing, education among other salety nets.

ln the first seven months of the fund's exitance, the fund was able to make significant strides which

started with the launch of the loan products the Personal Loan product was launched in November,

and the group product was later launched in June. The Savings products have been part of the two

products as there is a mandatory component ofthe funds that go towards savings.

As at the end of the financial year the Fund had made significant strides having received Kenyan

Shillings Twelve billion (Kshs l2 billion) from the National Treasury and had disbursed most of it.

Given the Fund issues sho( term loans and it is a revolving fund, the total disbursements were at

Kenya shilling Thirty-Two billions (Kshs 32) with the total repayments were at over Kenya shillings

Twenty-one biltion Ksh (21 bn)

The total savings were at Kenya shillings one billion and six hundred mitlion. (Ksh 1.6 billion)

Having attained the above success and with close to Twenty million people having registered on the

platform, the locus in the coming financial year is for consolidation of the business base and

Y I
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continuing investing in product development and innovation. There will be a need to focus on

strengthening the Fund's intemal capacity to support the growth that we foresee. This growth will

require a lot of synergies across the various ministries and govemment institutions which we believe

has been the case in the last year as well.

The fund will also be focusing on further product development across all the products under the funds

mandate. The loan products will focus largely on businesses loans with the aim of upgrading the

cliens

We are looking forward to a successful year.

:tr
Irene

Chairperson of the Board

Financial Inclusion Fund

xtv
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6. Report of the Chief Executive Officer

The Financial lnclusion Fund was launched on November 30th 2023 by His Excellency the President,

Wiltiam Samoei Ruto. The fund is aimed a1 providing financial products to people a1 the bottom of

the economic pyramid. Since its launch the fund has made significant strides having launched two

credit products and having rolled out mandatory and voluntary savings.

The fund performed wellduring the year under review having received Kenya shillings Twelve billion

(Kshs l2 bn) from the National Treasury. The lund had revolved bringing the total disbursement to

Kenya shillings Thi(y Two billion (Ksh 32bn) supported by the strong repayment that stood at Kenya

shilling Twenty one billion ( Kshs 2l bn). The first launch was on the personal loan product which

was widely distributed with over nineteen million Kenyans having borrowed from the lund and the

average loan size standing at Kenya shillings Seven hundred and twenty-seven ( Kshs 721 ).

The group loan product which was launched on June l " , 2023 took some time to pick as we embarked

on a sensitization campaign, for the one monlh the fund was operational. the total amount lent was

Kenya shillings Eighty Two million (Kshs0 to Twelve thousand (12,000) groups with the average

loan size being Kenya Shillings Six thousand eight hundred shiltings (Kshs 6,800).

The fund savings product has also done p well over the time under review. The savings products are

ol two types: first is the mandatory savings which is five percent (5%) of the loan amount and is

deducted at the loan disbursement point and two the voluntary savings for people willing to save lor

very specific needs. As at the end of June the total mandatory savings stood at Kenya shillings one

biltion Six hundred million (Kshs l.6bn) and the voluntary savings stood at Kenya shillings Twenty

Four million ( Kshs 24 million).

The Fund is aimed at servicing people across the entire country, and we have seen the use of

technology help enable achievement of this goal. The fund has seen uptake across the country with

subscriber base at 803, 371 and had borrowed Ksh I .84 bn while counties in Northern Kenya and part

ofthe Coast region have the lowest borrowing. Lamu East and Ij ara have low subscription ofless than

5.000 people.

For the fund is largely dependent on the repayment rates and the average repayment rates stands at

65.6% which is good for start and we have seen that it varies across the country with the highest

xv
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repayment coming from Kieni 79.1%o, Lari 78.9%o., Westlands 78.6%., Githunguri 78.3o/o and Nyeri

town 78.1%. The counties with low repayment rates are those from Northem Kenya with some having

a repayment rate of below 30% these include Mandera W est 27.3Yo, Wajir West 24.1%o and W ajir

North 23.3%.

Despite the great performance. the fund has had some challenges that any sta(-up faces which include

the slow pace ofthe setup ofthe secretariat that has led to a lot ofreliance on the third-party providers

which at times can be inefficient. The growth ofthe Fund has been significant and there has been need

to stop and relook at the operations to ensure that the fund is not exposed to any unforeseen risks that

could render significant risk to the fund.

The last financial year's key focus was the launch and rollout of two products within the Funds pillars

that is the credit product and the savings products which were successful by any measure. The focus

for the next financial year is the other pillars that include financial literacy and capacity building and

developing the other products mainly the savings products.

There was not much recurrent investment in the last financial year as the secretariat was under

formation and the structures were still in formation. There will be a lot of focus on operationalizing

the secretariat and creating the important systems to run the institution.

e\[tu,
Elizabeth Nkukuu

Ag. Chief Executive Officer

Financial lnclusion Fund

xvl
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7. Statement of Performance against Predetermined Objectives for FY 202212023

The Fund having been launched in the cunent financial year is in the process of coming up with the

strategic plan and coming up with the various perlbrmance targets. The Fund's mandate is to provide

comprehensive financial products and services to individuals at the bottom of the economic pyramid

to support the Govemment's vision of transforming its citizens from social protection to social

security.

The key performance pillars shall include:

Provision ofaffordable credit for people at the bottom ofthe pyramid across the country

Provision of competitive savings products

Capacity building
Market linkages

Corporate Govemance Statement

The Financial Inclusion Fund aims to adhere to the highest codes of govemance. According to the

formative regulations the fund shall be managed by an Advisory Board. There will be a management

tearn that is headed by the Chief Executive Officer who will be the Fund's Administrator.

The Advisory Board took office in March of 2023 after being gazetted in January. During the year

the Board held Two lull board meetings and there was a total of six committee meetings. The board

also attended an induction programme organized by the State Corporation Advisory Committee

(SCAC). The payments of the board meeting allowances were in line with the directive by SCAC

The Board is in the process oldeveloping the Boards goveming documents among them the Charter

and the Board calendar for the next financial year.

8. Management Discussion and Analysis

The fund is set up to deliver financial inclusive solutions for people at the bottom of the economic

pyramid. In order to reach all the people across the country the fund access is digital and so far. we

have seen significant success in the same. The fund has funded people in all counties. The fund so far

works with the private sector that is the banks and the Mobile Network Operators to serve its clientele.

The framework is for joint execution and also the same would apply when it comes to the collection

of the funds.

The Fund's key objective is to ensure that they provide financially inclusive products and servrces

that are accessible to the entire eligible population.

Some the Key success metrics as at November 2023 are as shown below:

YVt t
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329.88
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r 28.3it
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1,562,395
1,093,131
1,311,751
863,1t7
w,874

1.195,326
8 t 5,159
7(xt,482

1,O37,744
759,032

1,102,299
930,917
979.451
677,801
723,53r

1.112,689
878.935
6r3.720
707,685
774,82
500,733
846,2'19

633,701
595,801
295,566
468,947
,t57,610

399,442
359,802
192,380
226,850
169,066
123,364
129,22G
135,350
s€,960
139,920
'132,901

Coml, tuh. Y.t - l,ln Vol
2,1 8il,/t3il
1,2:ti|,5r 1

884,950
667,717
617,723
544,650
tli],258
535,703
506,U.
505,894
487,195
167,112
418.790
398.33ii
390,346
362.692
358.415
349.E47
348,457
347.616
344,190
343,783
3:t1,829
325,038
323.006
243,722
241,117
279,791
2*,775
226.438
213,599
203.299
201,449
r85,084
17q&7
170,127
r49.926
138,506
1?2..707
120,205

96,477
91,600
84,540
76,/137

74,1U
68,677
5.1,026

OrundTotll t7,39r,15:l 35,0tl.O0a7rl5,3ail

The Fund secretariat is under formation and in the process of coming up with the key processes and

procedures across all the departments including Finance and accounting.
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9. Environmental and Sustainability Reporting

Sustainability Strategy and Profi le

The Financial Inclusion Fund's resolute dedication to sustainability is anchored in a strategic

framework centered around technology. Notable aspects encompass:

i. Integration of Technology: Technology occupies a central role in the fund's product

development and distribution processes. This integration minimizes environmental impact,

reduces paper usage, and aligns with the global trend towards digitization.

ii. Leadership Commitment: The leadership's proactive involvement. particularly the

accounting officer. serves as a driving lbrce in championing sustainable practices throughout

the organization. This top-level endorsement is pivotal in fostering a culture of responsibility.

iii. Navigating Trends: The fund actively engages with prevailing political and macroeconomic

trends that mold sustainability priorities. By adapting to these broader influences, the fund

ensures its sustainability initiatives remain relevant and ellective.

iv. Guided by International Best Practices: The Hustler Fund adheres to intemationally

recognized sustainability best practices, emphasizing alignment with established norms to

foster credibility and effectiveness.

v. Balanced Assessment: Acknowledging both accomplishments and areas requiring

enhancement. the fund maintains transparency by openly addressing successes and setbacks.

This balanced approach fuels continuous improvemenl.

ii) Environmental Performance

The Hustler Fund's unwavering dedication to environmental responsibility is encapsulated within its

meticulously designed environmental policy. This policy serves as a comerstone, guiding the

organization's commitment to sustainable practices.

i. Clear Outline of Environmental Policy: At the heart of the fund's operations is a well-

defined environmental policy. This policy articulates the fund's pledge to minimize its

ecological footprint, advocating for conscientious practices that contribute to a healthier

planet.

ii. Policy in Action: The environmental policy translates into tangible actions that resonate with

the fund's commitment. This is vividty evident in the strategic efforts employed to reduce

carbon emissions, effectively manage waste, conserve water resources, and protect

biodiversity.

Evidence of Achievements: A testament to the fund's effectiveness in environmental

stewardship is its remarkable accomplishments. Notably, the introduction of a digital lending
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platform has led to a significant reduction in paper consumption. aligning its practices with

contemporary ecological standards.

iv. Acknowledgement and Mitigation of Shortcomings: The Hustler Fund operates within a

framework of continuous improvement. This entails a candid appraisal of areas where

environmental impact needs mitigation. Proactive measures are being undertaken to address

these shortcomings, reflecting the fund's commitment to responsible practices.

iii) Employee Welfare

Employee well-being is an integral facet of the Hustler Fund's organizational fabric and is evidenced

in the following ways.

i. Policies for Fair Hiring: The organization's commitment to equitable practices is reflected in

its hiring policies. Notabty, a focus on gender ratio and stakeholder engagement ensures an

inclusive and diverse workforce. enhancing the Fund's social impact.

ii. Continuous Improvement in Hiring Practices: The Hustler Fund is commined to the

evolution of its hiring practices in line with industry best practices. This commitment ensures

that the organization consistently attracts and retains top talent.

iii. Empowering Skill Development and Career Growth: The Fund actively invests in its

worklorce by fostering skill enhancement and career development opportunities. This

empowerment enhances both employee satisfaction and organizational growth.

iv. Recognition and Rewards: The Hustler Fund's ethos ofrecognition is realized through robust

appraisal and reward systems. Employee contributions are acknowledged. motivating

exceptional performance and fbstering a culture of excellence.

v. Safety and Compliance: The organization upholds the highest standards of safety and

compliance with the Occupational Safety and Health Act of 2007 (OSHA). This commitment

to employee well-being underscores the Fund's dedication to holistic care.

iv) Market Place Practices

The Hustler Fund's ethical foundation extends to its marketplace practices.

i. Ethical Competition Measures: The organization is steadfast in ensuring competition

practices adhere to the highest ethical standards. This includes robust anti-corruption

measures, responsible political engagement, championing fair competition. and respecting

comp€titors.

Ethical Supplier Relations: The Hustler Fund nurtures relationships with suppliers based on

ethics and integrity. Adherence to contracts and equitable payment practices not only sustains

partnerships but also reflects the Fund's commitment to ethical business conduct.

It.
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iii. Ethical Marketing Commitment: Transparency and honesty underscore the Fund's

marketing endeavours. A steadfast commitment to ethical marketing practices ensures that

information is presented accurately, promoting trust with stakeholders.

iv. Consumer-Centric Product Stewardship: Safeguarding consumer rights is paramount. The

Hustler Fund takes active measures through product stewardship. ensuring adherence to

stringent ethical standards that prioritize consumer well-being and satisfaction.

v) Corporate Social Responsibility / Community Engagements

The Hustler Fund's engagement with the community is a cornerstone of its identity. This section

highlights:

i. Focused CSR Initiatives: The Fund's commitment to societal betterment is channeled

through initiatives emphasizing financial literacy, entrepreneurship, and community

development. These initiatives align with the fund's goaI of Ibstering lasting positive impact.

ii. Tangible Societal Impact: Through these initiatives. the Hustler Fund has measurably

empowered communities. Evident outcomes include enhanced community empowerment and

elevated financial literacy levels. which testify to the tangible improvements realized.

iii. Concrete Community Engagement: The Hustler Fund's engagement extends beyond

intention, manilested through actionable steps. This includes charitable contributions.

Corporate Social Investment, and diverse community-centric initiatives that embody the

Fund's commitment to creating lasting change.

Conclusion

The Hustler Fund. despite its relatively recent inception, has lefi an indelible mark on Kenya's

financial landscape. Its resolute commitment to sustainability, as evident through technology-driven

strategies, environmental responsibility, and ethical practices, underscores the Fund's dedication to a

brighter future.

The remarkable pace at which the Hustler Fund has been embraced by Kenyans is a testament to its

relevance and impact. The Fund's rapid uptake by over l9 million citizens and disbursement ofKshs.

32 billion signifies the depth of its resonance in addressing financial inclusion challenges.

Equally remarkable is the Fund's agility in product development and distribution, a feat achieved

collaboration with chamas and Saccos. the Fund's adaptability and innovative spirit are instrumental

in creating broader avenues for impact.

The govemmental backing, demonstrated by President William Ruto's unwavering support, not only

solidifies the Hustler Fund's credibility but also affirms its position as a catalyst for sustainable

economic growth and poverty reduction. This support paves the way for further innovation and
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expansion, promising even greater societal transformation.

As the Hustler Fund continues its joumey, the confluence ofrapid uptake, evolving products. strategic

partnerships, and govemmental support presents an exciting landscape of possibilities. With each

milestone achieved and challenges overcome, the Fund's potential for positive change magnifies.

promising a future where financial inclusion transforms lives and propels Kenya towards sustainable

development.

10. Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended

June 30, 2023, which show the state of Financial Inclusion Fund affairs.

i) Principal activities

The principal activities of FIF are the provision olfinancial inclusive products and services to people

at the bottom ofthe economic pyramid.

iD Results

The results of FIF for the year ended June 30, 2023. are set out on page 24

iii) Directors

The members of the Board ol Directors who served during the year are shown on page I l.

All the directors were was appointed During the year with the appointment dates as shown below:

S,4.,to Name Date of
office

taking

Irene Muthoni Karemi 20th lanuary 2023

2 Hardlvne Lusui 2Oth January 2023
J Paul Musyimi 20'h January 2023
4 Susan Mang'eni 20'h January 2023

5 Symon Mburia lOri May 2023
6 Geoffrey Malombe l" August 2023

7 Elizabeth Nkukuu l" March 2023

iv) Surplus remission

The Financial Inclusion Fund did not make any surplus during the year (FY 2023 Kshs Nil) and

hence no remittance to the Consolidated Fund

L
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v) Auditors l 

-:

The Auditor-General is responsible for the statutory audit of the Financial Inclusion Fund in '-

accordance with Article 229 ofthe Constitution ofKenya and the Public Audit Act 2015 Fund for the

year/period ended June 30,2023, in accordance to section 23 of the Public Audit Act, 2015 which

empowers the Auditor General to appoirt an auditor to audit on his behalf.

By Order ofthe Board

Elizabeth Nkukuu, CFA

Secretara to the Board

,
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I l. Statement of Directors Responsibilities

Section 8 I of the Public Finance Management Act. 201 2 and require the Directors to prepare financial

statements in respect ofthat Financial Inclusion F'und (Fund), which give a true and fair view ofthe

state ofalfairs ofthe Fund at the end ofthe financial year/period and the operating results olthe Fund

for that year/period. The Directors are also required to ensure that the Fund keeps proper accounting

records that disclose with reasonable accuracy the financial position of the Fund. The Directors are

also responsible for safeguarding the assets ofthe Fund.

The Directors are responsible for the preparation and presentation ofthe Funds financial statements.

which give a true and fair view of the state ofaffairs ofthe Fund for and as at the end ofthe financial

year (period) ended on June 30.2023. This responsibility includes: (i) Maintaining adequate financial

management arrangements 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 Fund; (iii) Designing, implementing and maintaining internal

controls relevant to the preparation and fair presentation ofthe financial statements, and ensuring thal

they are free from material misstatements, whether due to error or fraudt (iv) Safeguarding the assets

of the Fund; (v) Selecting and applying appropriate accounting policies; and (vi) Making accounting

estimates that are reasonable in the circumstances.

The Directors accept responsibility fbr the Financial Inclusion F'und's financial statements. which have

been prepared using appropriate accounting policies suppo(ed by reasonable and prudent judgements

and estimates, in conformity with International Public Sector Accounting Standards (IPSAS). and in

the manner required by the PFM Act, 2012 and under the provisions olthe section 24(4) ofthe Public

Finance Management Act,20l2.l'he Directors are ofthe opinion that the Fund's financial statements

give a true and fair view of the state of Fund's transactions during the financial year ended June 30.

2023, and of the Entitl"s financial position as at that date. The Directors further confirms the

completeness ofthe accounting records maintained for the Fund's, which have been relied upon in the

preparation of the Fund's financial statemenls as well as the adequacy of the systems of intemal

financial control.

Nothing has come to the attention of the Directors to indicate that the Fanri will not remain a going

concern for at least the next twelve months from the date of this statement.

vxv



Finenclel Inclusion f,'und
Annual Report rnd Financiel Strtements for the

I

1
Seven months Deriod ended June 30,2023.

Approval of the financial strtements

The Financial Inchsion Fund furancial statements were approved by the Board on

2023 and signed on its behalfby:

nmt Elizabeth I{kukuu

Chairperson of the Board Accountlng Oflic',er

r-u\tr\^a,
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OFFICE OF THE AUDITOR-GENERAL
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HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box Joo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON FINANCIAL INCLUSION FUNO FOR THE
SEVEN (7) MONTHS PERIOD ENDED 30 JUNE, 2023

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 Lawfulness and Effectiveness in use of public resources which considers
compliance with applicable laws, regulations, policies, gazetted 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 the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the 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 internal controls, developed and implemented by
those charged 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 lhe Constitution, the
Public Finance Management Acl,2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of Financial lnclusion Fund set out
on pages 1 to 30, which comprise of the statement of financial position as at
30 June, 2023, and the statement of financial performance, statement of changes in net
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assets, statement of cash flows and 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.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

'1. Report on the Financial Statements

1.1 Failure to Provide Source Documents

Management submitted the financial statements for audit on 29 September, 2023 and
amended financial statements on 03 May, 2024. However, the source documents to
support the financial statement balances such as Cashbooks and General Ledger were
not provided for audit review. lt was therefore not possible to confirm the source and
authenticity of the balances in respect of the components reflected in the Trial Balance
and the financial statements.

1.2 Presentation of the Financial Statements

Review of the financial statements submitted for audit against the reporting template
prescribed by the Public Sector Accounting Standards Board (PSASB) of Kenya revealed
the following omissions;

i. lnconsistency of the Pagination

The financial statements presented for audit had inconsistency in the table of contents
where itemsl3 and 14 are omitted. The provision of the Auditor General's report was
also missing while the statement of financial performance is indicated as item 12 but the
subsequent statement of financial position is captioned as number 15 thereby omitting
number 13 and 14.

ii. Failure to Disclose lnterest Earned from Customer Savings

Examination of loan disbursement records reveals that the Fund had customer savings
amounting to Kshs.1,600,738,661 as at 30 June,2023. However, the interest accrued
from the customer savings was not disclosed as revenue in the statement of financial
performance and statement of cashflows for the period.

1.3 Variances Between the Balances in the Financial Statements and the Loan
Disbursement Data

Review of the financial statements againsl loan data provided for audit review revealed
variances between financial statement balances and the data as detailed below;

Report ofthe Auditor-Generol on Financial lnclusion Fundfor the Seven Q) montlu period ended 30June,2023
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Item

Financial
Statements

(Kshs.)

Supporting
Records

(Kshs.)
Variance

(Kshs.)
lnterest lncome from Loans 465,589,559 84,015,467 381 ,574,092
Customer Savings 1,500,260,763 1,600,738,661 (100,477,898)

Receivables from Exchange
Transactions - Loan Borrowers

10,566,483,268 10,487,276,433 79,206,836

However, the recomputed total interest as at 30 June, 2023 as per the regulations
amounted to Kshs.454,600,950.

1.4 Unsupported Balances

The following balances reported in the financial statements were not supported with the
relevant documents:

No Item Note
Amount
(Kshs.) Remarks

1 Use of Goods and
Services

8 232,795,259 Payment
showing
procured
review.

Vouchers and invoices
goods and services
were not provided for

2 Other lncome 7(c) 805,475 Bank statements and schedule
showing date and amount of interest
earned not provided.

Trade and Other
Payables

13 232,794,780 Schedule showing names of
creditors and amount due to them
not provided.

4 Customer Savings 12 '1,500,260,763 Bank Statements confirming the
existence of the Customer Savings
not provided.

1.5 Unsupported Statement of Changes in Net Assets Balances

The statement of changes in Net Assets for the seven months period ended 30 June,
2023 reflects unexplained balance ol Kshs.12,232,794,298, transfers to revolving fund of
Kshs.1 16,397,390, and Secretariat amount of Kshs.1 16,397,390. However, the amounts
were not supported by ledger, trial balance or any verifiable documents from which the
balances were drawn.

ln the circumstances, the accuracy of the financial statements could not be ascertained
and do not comply with lnternational Public Sector Accounting Standards -1 on
presentation of financial statements.

Report ofthe Auditor-Gcneral on Financial Inclusion Fundfor the Seven (7) months perbd ended 30 June, 2023
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2 Unconfirmed Cash and Cash Equivalents

The statement of financial position and as disclosed in Note g to the financial statements
reflects cash and cash equivalent balance of Kshs.3,006,579,704 which comprised of
funds held in five (5) bank accounts and the Mobile Network Operators subcontracted by
the Fund. However, the review of the balances revealed that Management provided bank
statements and certificates of bank balances in support of cash balances held in the five
(5) bank accounts operated by the Fund amounting to Kshs.2,747,553,151. However,
copies of cashbooks, bank reconciliation statements and Board of Survey reports as at
30 June, 2023 were not provided for audit review.

Further, cash balance amounting to Kshs.259,026,553 held by the service providers in
the mobile money wallets could not be confirmed as there was no documentation
provided for audit review to confirm its existence.

ln addition, details on the bank account signatories and their specimen signatures were
not availed for audit review.

ln the circumstances, the completeness, existence and accuracy of the cash and cash
equivalent balances of Kshs.3,006,579,704 reflected in the statement of financial position
could not be confirmed.

3 Doubtful Recovery of Receivables from Exchange Transactions

An analysis of data provided by Kenya Commercial Bank revealed that 21 ,282,515
customers opted in to benefit from the Fund out of which 17,855,858 beneficiaries applied
for the loans and received disbursements amounting to Kshs.32,015,962,276 which
includes Kshs.1,189,050 of the groups product.

Out of the total loans disbursed, a balance of Kshs.10,950 ,075,614 had not been repaid
as at 30 June, 2023 as reflected in the statement of financial position and as disclosed in
Note 11 to the financial statements. The balance comprises of interest recervable,
interest from investment and loan receivables from loan borrowers of Kshs.382,786,870,
Kshs.805,475 and Kshs.1 0,566,483,268, respectively.

However, analysis of the outstanding loan receivables from loan borrowers indicates that
78 % of the loans amounting to Kshs.8,219,087,056 had been outstanding for more than
three (3) months as detailed below:

Period
(Days) Number of Loans

Outstanding Principal
Loan Amount

(Kshs.) Percentage (%)
0-30 1,433,958 1,265,675,943 12%

31 -60 609,318 471,554,335 5 o/o

61 -90 708,989 530,959,097 5 o/o

Above 90 14,193,800 8,219,087,056 78%
Total 16,946,065 10,487,276,432 100%

Report ofthe Auditor-(ieneral on Financial Inclusion Fundlor the Seven (7) months period ended 30 June, 2023
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ln the circumstances, the recoverability of outstanding loans totalling Kshs.8,219,087,056
could result in loss of public funds.

4 lrregularities in Loan Disbursements

Audit review of the loan disbursement data revealed the following observations-;

4.1 lrregular Charges to Customers

Regulation 22 of lhe Public Finance Management (Financial lnclusion Fund) Regulations
2022 states that the interest or administrative fee payable by a beneficiary on a financial
service or product advanced under the Regulations shall be at a maximum rate of eight
per centum on reducing balance: provided that where a beneficiary defaults, the interest
or administrative fee payable shall be nine and one half per centum on a reducing
balance.

However, it was noted that Safaricom charged roll over fee at the rate 0.195 lo 0.392o/o
and penalty fee at the rate of 0.13 to 4.95% to beneficiaries amounting to
Kshs.368,760,229 contrary to the provisions of the law and regulations.

4.2 Customers Without National ldentity Cards (lD)

A review of records from Kenya Commercial Bank (KCB) revealed that there were five (5)
customers who had no National ldentity Card numbers which is the key identifier for all
beneficiaries of the Fund. lt was therefore not possible to confirm if the customers were
issued with loans.

4.3 Loans not Linked to a Transaction Code

Loans processed are linked to a transaction code, which is a reliable verification that
funds were transferred to a mobile number. However, a review of the data provided
revealed that there were 424 loans amounting to Kshs.405,445 that had no transaction
code. lt was therefore not possible to verify whether the amounts were actually disbursed
to a mobile number.

4.4 lssuance of Additional Loans

The analysis of the data provided for audit review revealed thal 114,213 borrowers were
issued with 229,421 loans amounting to Kshs.161,931 ,703 before repayment of previous
loans.

It was not clear why some borrowers were issued with multiple loans while some of the
people who opted in were not issued with any loan.

4.5 Closed Loan Accounts but not Repaid

Audit analysis revealed that 129,315 loan accounts totalling Kshs.81,622,289 had been
closed. However, their loan repayments could not be traced. No proper explanation was
provided by Management to explain why the loan accounts were closed before the
repayment of the loans.

Report ofthe Auditor-General on Financial lnclusion Fundfor the Seven (7) months period ended 30 June. 2023
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4.6 Non-Disclosure of Loans

Audit examination revealed that there were 2,701 loans amounting to Kshs.2,020,985
that were issued but could neither be traced in the loan repayments or the outstanding
loans. The accuracy of the loans disbursed could therefore not be confirmed.

4.7 Duplicate Loan ldentity Numbers (lDs)

Data analysis for Loan disbursements at KCB revealed that customer Loans were
uniquely identified through a Loan ldentity Number. However, it was identified that there
are Loan ldentity Numbers that were used to process more than one loan whereby 867
loan lDs were used to process 1,978 loans amounting to Kshs.477,928. This is an
indication that the loan management system is not properly configured.

4.8 Disbursement of Loans Above the Set Loan Limits

During the audit, it was observed that loans were issued based on a Credit-Scoring Model
which is used to determine the credit worthiness of an eligible person to qualify for an
initial loan or for subsequent and enhanced financial service. The scoring model also sets
a loan limit for all eligible persons as follows:

i. lnitial Limit - for loans issued between November, 2022 and February,2023.

ii. First Revised Limit - revised for loans issued between February, 2023 and
November 2023, and

iii. Second Revised Limit - revised for loans issued with effect from November, 2023.

However, examination of loan records reveals that the Fund disbursed loans which
exceeded the set limits as follows;

(a) 238,707 persons were issued loans amounting to Kshs.420,312,323, which
exceeded the initial loan limits by Kshs.219,61 5,242. lncluded in these loans are
5,070 persons who were not eligible for a loan.

(b) 75 persons were issued loans amounting to Kshs.774,330, which exceeded the
revised loan limits by Kshs.378,930.

This indicates that the system may not be properly configured to ensure that the loans
disbursed do not exceed the loan limits.

4.9 Disbursement to Non-Compliant Customers

The only customers who are eligible to apply and receive loan disbursements are the
customers who had opted into the Financial lnclusion Fund. However, it was noted that
1,304 persons were paid loans amounting to Kshs.'l,744,155 yet the persons were not in
the list of customers who opted in to benefit from the Fund. Further, it was observed that
808,047 persons were issued with initial loan disbursement amounting to
Kshs.464,700,721 before they opted in to the financial service or product.
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ln the circumstances, it was not possible to confirm if the loan disbursements made to
various customers complied with the regulations and whether the loans were accurate
and free from manipulation.

5 lrregular Procurement of Service Providers

The State Department for Co-operatives received Kshs.12 billion from The National
Treasury for the Fund's seed capital in the financial year 202212023. Subsequently, the
State Department for Co-operatives disbursed Kshs.9.46 billion and Kshs.2.54 billion to
the Kenya Commercial Bank and Family Bank, respectively, for onward transmission to
the Telcos (Safaricom, Airtel and Telkom), for lending to the unserved and underserved
persons. However, Management did not provide procurement records to confirm how the
service providers were identified.

Further, although Management explained that the service provider agreements were
forwarded to the Attorney-General for comments before execution, the same had not
been executed at the time of audit and were not provided for audit review.

ln the circumstances, it is not possible to establish how the service providers were
identified and contracted and whether the relevant provisions of law were followed.

6 Lack of ICT and Risk Management Policies

A review of records reveal that the Fund's Advisory Board was inaugurated in the month
of March, 2023 after being gazetted in January, 2023. However, review of the internal
controls at the Fund in the month of October, 2023 revealed that the Board and
Management had not formulated and documented an ICT Policy and a Risk Management
Policy. Therefore, there were no measures in place to mitigate against emerging risks in
the Fund's day to day operations.

Consequently, the ability of the Fund Management to identify threats or risks and various
strategies of minimizing their impact may be compromised.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

ldo not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Conclusion on LaMulness and Effectiveness in
Use of Public Resources section of my report, I have not been able to obtain sufficient
appropriate audit evidence to provide a basis for my audit conclusion.

Report oflhe Audilor-General on Financiql lnclusion Fundfor the Seven (7) months perio<l ended 30 June.2023
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

ldo not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit 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 lnternational Public Sector Accounting Standards (Accrual
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.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to sustain its services, disclosing as applicable matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund 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.

ln addition to the responsibility for the preparation and presentation of financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the Company's financial statements in
accordance with lnternational Standards of Supreme Audit lnstitutions (lSSAls) 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

Report ofthe Audlor-(ieneral on Financial lnclusion Fundfor the Seven (7) nonths period ended 30 June, 2023
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Anide 229(7) of the Constitution. However, because of the matters described in the Basis
for Disclaimer of Opinion section of my report, lwas not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these financial
statements.

ln addition, my responsibility is 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. lalso consider internal controls, risk management and governance
processes and systems in order to give an assurance on the effectiveness of internal
controls, risk management and overall governance 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) ot the Constitution. However, because of the matters discussed in the
Basis for Disclaimer of Opinion section of my report, lwas not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit conclusion on lav,rfulness and
effectiveness in use of public resources, and on effectiveness of internal controls, risk
management and governance.

I am independent of the Financial lnclusion Fund Management in accordance with ISSAI
130 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with the
ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya.

FCP BS
AUDITOR.GENERAL

Nairobi
03 May, 2024

Reporl ofthe Auditor-General on Financial Inclusion Fundlor the Seven (7) months period ended 30 June, 2023
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Financial Inclusion Fund
Annual Report and Financial Statements for the
Seven months period ended June 30, 2023.

12. Statement of Financial Performance for the Seven Months Period ended 30 June 2023

The notes set out on pages 6 to 29 form an integral part ofthese Financial Statements. The Financial

Statements set out on pages I to 5 were signed on behalfofthe Board of Directors by:

t{{l^g
Name: Elizabeth Nkukuu

Accounting OIIicer

Date z-\c\t.1

Name: Solomon Kiratu

Head of Finance

ICPAK M/No: 12540

Date 'Z\S\t1

Name: Irene Karimi

Chairman of the Board

Date -L\s\z\

Revenue from exchange transactions
Interest Income from Loans 7 (a) 46s,589,5s9

Other lncome 7 (c) 805,475

465,395,034Total Revenue

Expenses

Use of Goods and services 8 232,795,259

Total Expenses 23?',795,259

surplus 233,599,775



Financial Inclusion Fund
Annual Report and Financial Statements for the
Seven months period ended June 30, 2023.

l5 Statement of Financial Position as at 30 June 2023

The financial statements set out on pages I to 5 were signed on behalfofthe Board of Directors by:

EIA;u{ ....?v.v).
Name: Elizabeth Nkukuu

Accounting Oflicer

Date -r,\s\ t-1

Name: Solomon Kiratu

Head of Finance

ICPAK M/.llo: 12540

Date 'U\S\^t\

nme: Irene nml

Chairman of the Board
tr''

Date
-LU\t\

Current assets

Cash and cash equivalent 9 3,006,579,704

Receivables f rom exchange transactions 11 10,9s0,075,514

Revenue f rom non-exchange transactions 10 (a) 10,000,000

Total Current Assets 13,966,6s5,318

Current Uabilities

Customer Savings t2 L,500,260,7 63

Trade and other payables 13 232,794,780

Total current liabllitles 1,733,055,543

12,2rt,599,775Net Assets

12,000,000,000Revolving fund

surplus 233,599,775

Total Net Assets and liabilities L2,233,599,77 5
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Financial Inclusion Fund
Annual Report and Financial Statements
For Seven (7) Months Period ended 30 June 2023

16. Statement of Changes in Net Assets for Seven (7) Months Period ended 30 June 2023

L2,232,794,294233,599,77512,000,000,000

115,397,390115,397,390Transfer to revolving Fund
(115,397,390(115,397,390)Secretariat

L?.,223,599,775tL7,202,38512,115,397,390
Iotal



Financial Inclusion Fund
Annual Report and Financial Statements
For Seven (7) Months Period ended 30 June 2023

17. Statement ofCash Flows for Seven (7) Months Period ended 30 June 2023

Receipts

lnterest received

On loan
50,442,5t4Safaricom

602,U9Other Telcos

Defaulted and paid 9.5%

31,381,832Safaricom
375,493Other Telcos

82,802,6897 (b)Total Receipts

Payments
8 480Use of Goods and services

lnterest

To KCB

To Family Bank

To the secretariat
tl80Total Payments

42,80?',204Net Cash flows from operations

Cash flows from lnvesting
14 - 32,L33,879,7 19Loan disbursement
15 2!,567 ,396,452Loan repayment

- 1o,566,481,267Net Cash flows from lnvesting activities

Cash flows from financing Activities
1,500,260,763t2Customer savinps

16 11,990,000,000Revolving fund
tt,49o,260,76tNet Cash flows from financing activities

cash and cash equivalent at the beginninB
t,@6,579,7UCash and cash equivalent at the end
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

18. Statement of Comperison ofBudget and Acturl amounts for Seven (7) Months Period ended 30

June 2023

The total allocated for the year was Kshs. 12,000,000,000 however I 1,990,000,000 was received as at 30'h June

2023 and the balance of Kshs 10,000,000 was received in July 2023

Reconciliation Statement

KShs %KShs KShsKShs KShs

Revenue

lO,OOO,OOO

1000n

I 2,000,000,000 r 1,990,000,000

Government
Grantsand
Subsidies 20,000,000,000 (8,ooo,ooo,ooo)

totyoI t,90,000,000

IO,OOOrOOO
Tota I

lncome

20,000,000,00o (8,ooo,ooo,ooo) r 2,000,000,000

Expenses
I I,990,000,000 10,000,000

10,096
12,000,000,000Capital

Expenditure

12,000,000,000

Surplus

0Surplus as per Budget

465,589,559Accrued Interest on loans

805,475Other Income (Accrued)

1232,79s,259)Use of goods and services

233,599,775Surplus as per Performance
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

19. Notes to the Financial Statements

l. General Information

The Financial Inclusion Fund (FIF) was established 2022 under the provisions of section

24(4) ofthe Public Finance Management Act,20l2.FlF is headquartered in Nairobi, Kenya.

FIF represents a significant initiative aimed at providing crucial financial services to

individuals at the bottom of the economic pyramid. Its inception in November 2023,

following a collaborative effort between private sector experts and public officials, marks a

milestone in the realm of Public-Private Partnerships. The Fund's core mission is to

comprehensively empower its target audience by focusing on pillars such as affordable

credit, competitive savings products, financial literacy, universal health care, and goal-based

investments.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the

measuremenl at re-valued amounts of certain items of property, plant, and equipment,

marketable securities and financial instruments at fair value, impaired assets at their estimated

recoverabte amounts and actuarially determined liabilities at their present value. The

preparation offinancial statements in conformity with lntemational Public Sector Accounting

Standards (IPSAS) allows the use ofestimates and assumptions. It also requires management

to exercise judgment in the process of applying the accounting policies' The areas involving

a higher degree of judgment or cornplexity, or where assumptions and estimates are

significant to the financial statements, are disclosed in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of FIF. The financial statements have been prepared in

accordance with the PFM Act, the State Corporations Act, and the International Public Sector

Accounting Standards (IPSAS). The accounting policies adopted have been consistently

applied to all the years presented.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the seven months peri

Notes to the Financial Statements (Continued)

3. Adoption ofNew and Revised Standards

r. New and amended standards and interpretations in issue effective in the year ended 30

June 2023.

IPSAS

Financial

Instruments

4t: Applicable: l't January 2023:

The objective of IPSAS 4l is to establish principles for the

financial reporting of financial assets and liabilities that will

present relevant and useful information to users of financial

statements for their assessment of the amounts, timing and

uncertainty ofan FIF future cash flows.

IPSAS 4l provides users offinancial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model

for financial assets that considers the characteristics of

the asset's cash flows and the objective for which the

asset is held;

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments

subject to impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the

guidance. The model develops a strong link between an

FIF risk management strategy and the accounting

treatment for instruments held as part of the risk

management strategy.

IPSAS 42: Social

Benefits

Applicable: l'r January 2023

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a

reporting FIF provides in its financial statements about social

benefits. The information provided should help users of the

financial statements and general-purpose financial reports assess:

7



Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months eriod ended June 30, 2023.

(a) The nature of such social benefits provided by FIF.

(b) The key features of the operation of those social benefit

schemesl and

(c) The impact ofsuch social benefits provided on FIF financial

performance, financial position and cash flows.

Amendments to

C)ther IPSAS

resulting liom

IPSAS 4I.

Financial

lnstruments

Applicable: lst January 2023:

a) Amendments to IPSAS 5, to update the guidance related to

the components of borrowing costs which were

inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently

omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for

accounting for financial guaranteed contracts which were

inadvertently omitted when IPSAS 4l was issued.

d) Amendments to IPSAS 33, to update the guidance on

classifying financial instruments on initial adoption of

accrual basis IPSAS which were inadvertently omitted

when IPSAS 4l was issued.

Other

improvements

IPSAS

to

Applicable l"t Jonuary 2023

o IPSAS 22 Disclosure of Financial Information about the

General Governmenl Sector. Amendments to refer to the latest

System ofNational Accounts (SNA 2008).

o IPSAS 39: Employee Benefits. Now deletes the term composite

social security benefits as it is no longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and

Measurement, Standard no longer included in the 2023 IPSAS

handbook as it is now superseded by IPSAS 4l which is

applicable from I't January 2023.

8



Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

ii. New and amended standards and inlerprctations in issue bul not yel ellective in lhe

year ended 30 June 2023.

Early odoption of slsndsrds

FIF did not early - adopt any new or amended standards in the financial year.

IPSAS 43 Applicable l"t January 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that faithfully

represents those transactions. This information gives a basis for users of

financial statemenls to assess the effect that leases have on the financial

position, financial perlormance and cashflows ofan FlF.

The new standard requires entities to recognize. measure and present

information on right ofuse assets and lease liabilities.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable I't January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured

at the lower of canying amount and fair value less costs to sell and the

depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented

separately in the statement of financial position and the results of

discontinued operations to be presented separately in the statement of

financial perlormance.

9



Financial lnclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the financial statements (continued)

4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes, and fines

FIF does not recognize revenues fiom fees. taxes and fines when the event occurs and the

asset recognition criteria are met. To the extent that there is a related condition attached

that would give rise to a liability to repay the amount, deferred income is recognized

instead ofrevenue. Other non-exchange revenues are recognized when it is probable that

the future economic benefits or service potential associated with the asset will flow to

FIF and the fair value ofthe asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured

at fair value and recognized on obtaining control ofthe asset (cash, goods, services and

property) if the transfer is free from conditions and it is probable that the economic

benefits or service potential related to the asset will flo* to FIF and can be measured

reliably. To the extent that there is a related condition attached that would give rise to a

liability to repay the amount, the amount is recorded in the statement offinancial position

and realized in the statement of financial performance over the useful life of the assets

that has been acquired using such funds.

ii) Revenue from exchange transactions

Rendering of services

FIF does not recognize revenue from rendering of services by reference to the stage of

completion when the outcome ofthe transaction can be estimated reliably. The stage of

completion is measured by reference to labour hours incurred to date as a percentage of

total estimated labour hours. Where the contract outcome cannot be measured reliably,

revenue is recognized only to the extent that the expenses incurred are recoverable.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of

ownership have been transferred to the buyer, usually on delivery ofthe goods and when the

amount of revenue can be measured reliably, and it is probable that the economic benefits

or service potential associated with the transaction will flow to FIF.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life ofthe financial asset to that asset's

net carrying amount. The method applies this yield to the principal outstanding to determine

interest income each period.

b) Budget information

The original budget for the Current FY was approved by the National Assembly on March

8th 2023. No subsequent revisions or additional appropriations were made to the approved

budget in accordance with specific approvals from the appropriate authorities. No additional

appropriations were added to the original budget by FIF in order to conclude the final budget.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget information (continued)

FIF budget is prepared on a diff'erent basis from the actual income and expenditure disclosed in

the financial statements. The financial statements are prepared on accrual basis using a

classification based on the nature ofexpenses in the statement offinancial performance, whereas

the budget is prepared on a cash basis. The amounls in the financial statements were recast from

the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the

approved budget. A comparison ofbudget and actual amounts, prepared on a comparable basis to

the approved budget. is then presented in the statement of comparison of budget and actual

amounts. In addition to the Basis difference, adjustments to amounts in the financial statements

are also made for differences in the formats and classification schemes adopted for the presentation

ofthe financial statements and the approved budget. A statement to reconcile the actual amounts

on a comparable basis included in the statement ofcomparison ofbudget and actual amounts and

the actuals as per the statement of financial performance has been presented under section l8 of

these financial slatements.

c) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount expected

to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute

the amount are those that are enacted or substantively enacted, at the reporting date in the area

where FIF does not operate and generates taxable income. Current income tax relating to items

recognized directly in net assets is recognized in net assets and not in the statement of financial

performance. Management periodically evaluates positions taken in the ta\ returns with respect to

situations in which applicable tax regulations are subject to interpretation and establishes

provisions where appropriate.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between lhe tax bases

ofassets and liabilities and their carrying amounts for financial reporting purposes at the reporting

date. Deferred tax liabilities are recognized for all taxable temporary differences, except in respect

oftaxable temporary differences associated with investments in controlled entities. associates and

interests in joint ventures, when the timing of the reversal of the temporary differences can be

controlled and it is probable that the temporary diffbrences will not reverse in the foreseeable

future. Defened tax assets are recognized lor all deductible temporary differences, the carry

forward ofunused tax credits and any unused tax losses. Deferred tax assets are recognized to the

extent that it is probable that taxable profit will be available against which the deductible

temporary differences, and the carry forward of unused tax credits and unused tax losses can be

utilized, except in respect of deductible temporary differences associated with investments in

controlled entities. associates and interests in joint ventures. delerred tax assets are recognized

only to the extent that it is probable that the temporary differences will reverse in the foreseeable

future and taxable prolit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or

part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at

each reporting date and are recognized to the extent that it has become probable that f'uture taxable

profits will allorv the deferred tax asset to be recovered. Deferred tax assets and liabilities are

measured at the tax rates that are expected to apply in the year when the asset is realized or the

liability is settled. based on tax rates (and tax laws) that have been enacted or substantively enacted

at the reporting date. Deferred tax relating to items recognized outside surplus or deficit is

recognized outside surplus or deficit. Deferred tax items are recognized in correlation to the

underlying transaction in net assets. Deferred tax assets and deferred tax liabilities are offset ifa

legally enforceable right exists to set off current tax assets against current income tax liabilities

and the deferred taxes relate to the same taxable FIF and the same taxation authority.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Sales tax

Expenses and assets are recognized net ofthe amount ofsales tax, except:

i) When the sales tax incurred on a purchase ofassets or services is not recoverable from

the taxation authority, in which case, the sales tax is recognized as part of the cost of

acquisition ofthe asset or as part ofthe expense item, as applicable.

ii) When receivables and payables are stated with the amount ofsales tax included

The net amount of sales tax recoverable from, or payable to. the taxation authority is

included as part of receivables or payables in the statement of financial position.

d) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cosl includes expenditure that is directly attributable to the acquisition of

the items. When significant parts ofproperty, plant and equipmenl are required to be replaced

at intervals, FIF recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise. when a major inspection is performed, its cost is

recognized in the carrying amount of the plant and equipment as a replacement if the

recognition criteria are satisfied. All other repair and maintenance costs are recognized in

surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair value.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Summary of Significant Accounting Policies (Continued)

c) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible

assets acquired in a non-exchange transaction is their fair value at the date ofthe exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs. are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite. Intangible assets with an indefinite

useful life are assessed for impairment at each reporting date.

f) Research and development costs

FIF expenses research costs as incurred. Development costs on an individual project are

recognized as intangible assets when FIF can demonstrale:

i) The technical feasibility ofcompleting the asset so that the asset will be available

for use or sale.

ii) Its intention to complete and its ability to use or sellthe asset.

iii) How the asset will generate future economic benefits or service potential

iv) The availability ofresources to complete the asset.

v) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amoftization of the asset begins when

development is complete, and the asset is available for use. It is amortized over the period

of expected future benefit. During the period of development, the asset is tested for

impairment annually with any impairment losses recognized immediately in surplus or

deficit.
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Financial Inclusion Fund
Annual Report and Financial Statements for
the Seven months period ended June J0, 2023,

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

g) Financial instruments

IPSAS 4l addresses the classification. measurement and de-recognition offinancial assets and

financial liabilities, inlroduces new rules lbr hedge accounting and a new impairment model for

financial assets. FIF does not have any hedge relationships and therelbre the new hedge accounting

rules have no impact on the Compan)'s financial statements. A financial instrument is any

contract that gives rise to a financial asset ofone FIF and a financial liability or equity instrument

ofanother FIF. At inhial recognition, FIF measures a financial asset or financial liability at its fair

value plus or minus, in the case of a financial asset or financial liability not at fair value through

surplus or deficit, transaction costs that are directly attributable to the acquisition or issue ofthe

financial asset or financial liability.

a) Fina ncial assets

Classifi cation of fi nancial assets

FIF classifies its financial assets as subsequently measured at amortised cost. fair value through

net assels/ equity or fair value through surplus and deficit on the basis ofboth FIF management

model for financial assets and the contractual cash flow characteristics of the financial asset. A

financial asset is measured at amortized cosl when the financial asset is held within a management

model whose objective is to hold financial assets in order to collect contractual cash flows and the

contractual terms of the tlnancial asset give rise on specified dates to cash flows that are solely

paymenls of principal and interest on the principal oulstanding. A financial asset is measured at

fair value through net assets/ equity if it is held within the management model whose objective is

achieved by both collecting contractual cashflows and selling financial assets and the contractual

terms ofthe financial asset give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding. A linancial asset shall be measured at

fair value lhrough surplus or deficit unless it is measured at amortized cost or fair value through

net assets/ equity unless an FIF has made irrevocable election al initial recognition for particular

investmenls in equity instruments.
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Annual Report and Financial Statements for
the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Subsequent measurement

Based on the business model and the cash flow characteristics, FIF classifies its financial assets

into amortized cost or fair value categories for flnancial instruments. Movements in fair value are

presented in either surplus or deficit or through net assets/ equity subject to certain criteria being

mel.

Amortized cost

Financial assets that are held for collection of contractual cash tlows rvhere those cash flows

represent solely payments ofprincipal and interest, and that are not designated at fair value through

surplus or deficit. are measured at amortized cost. A gain or loss on an instrument that is

subsequently measured at amortized cost and is not part of a hedging relationship is recognized in

profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection ofcontractual cash flows and lbr selling the financial

assets, where the assets' cash flows represent solely payments of principal and interest, are

measured at fair value through net assets/ equity. Movements in the carrying amount are taken

through net assets, except for the recognition of impairment gains or losses, interest revenue and

foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made ofdoubtful receivables based on a review ofall outstanding amounts at the year

end.
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the Seven months period ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

Fair value through surplus or delicit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where FIF manages

financial assets with the objective of realizing cash flows through solely the sale of the assets

would result in a fair value through a surplus or deficit model.

b) Financialliabilities

Classification

FIF classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

h) Provisions

Provisions are recognized when FIF has a present obligation (legal or constructive) as a result of

a past event. it is probable that an outflow of resources embodying economic benefits or service

potential will be required to settle the obligation and a reliable estimate can be made ofthe amount

of the obligation. Where FIF expects some or all of a provision to be reimbursed, for example,

under an insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain. The expense relating to any provision is presented in the

statement of financial performance net ofany reimbursement.

i) Social Benefits

Social benefits are cash transfers provided to i) specilic individuals and / or households that meet

the eligibility criteria, ii) mitigate the effects ofsocial risks and iii) Address the need ofsociety as

a whole. FIF recognises a social benefit as an expense for the social benefit scheme at the same

time that it recognises a liability. The liability for the social benefit scheme is measured at the best

estimate of the cost (the social benefit payments) that FIF will incur in fulfilling the present

obligations represented by the liability.

j) Contingent liabilities

FIF does not recognize a contingent liability but discloses details ofany contingencies in the notes

to the financial slatements, unless the possibility ofan outflow ofresources embodying economic

benefits or service potential is remote.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

k) Contingent assets

FIF does not recognize a contingent asset but discloses details ofa possible asset whose existence

is contingent on the occurrence or non-occurrence of one or more uncertain future events not

rvholly within the control of FIF 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 ofthe period in which the change occurs.

l) Nature and purpose of reserves

The Fund has not come up with a reserve policy as at the time ofthe preparation ofthe Financial

statements

m) Changes in accounting policies and estimates

FIF recognizes the effects ofchanges in accounting policy retrospectively. The effects ofchanges

in accounting policy are applied prospectively if retrospective application is impractical.

n) Related parties

FIF regards a related party as a person or an FIF with the ability to exe( control individually or

jointly. or to exercise significant influence over FIF, or vice versa. Members of key management

are regarded as related parties and comprise the directors, the CEO and senior managers.

o) Service concession arrangements

FIF analyses all aspects of service concession arrangements that it enters in determining the

appropriate accounling treatment and disclosure requirements. ln particular, where a private party

contributes an asset to the arrangement. FIF recognizes that asset when, and only when, it controls

or regulates the services the operator must provide together with the asset. to whom it must provide

lhem. and at what price. In the case ofassets other than 'whole-of-life'assets, it controls, through

ownership, beneficial entitlement or otherwise - any significant residual interest in the asset at the

end ofthe arrangement. Any assets so recognized are measured at their fair value. To the extent
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that an asset has been recognized, FIF also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

Summary of Signilicant Accounting Policies (Continued)

p) Cash and cash equivalents

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

and highly liquid investments 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 balances include amounts held at the Central Bank of Kenya and at various

commercial banks at the end ofthe financial year. For the purposes ofthese financial statements,

cash and cash equivalents also include short term cash imprests and advances to authorised public

oflicers and/or institutions which were not surrendered or accounted for at the end ofthe financial

year.

q) Comparative ligures

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

reconfigured to conform to the required changes in presentation.

r) Subsequent events

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

financial statements for the year ended June 30, 2021.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

5. Signilicant Judgments and Sources of Estimation Uncertainty

The preparation of FIF financial statements in conformity with IPSAS requires management to

make judgments, estimates and assumptions that affecl the reported amounts of revenues,

expenses, assets and liabilities. and the disclosure of contingent liabilities. at the end of the

reporting period. However, uncertainty about these assumptions and estimates could result in

outcomes that require a material adjustment to the carrying amount ofthe asset or liability affected

in luture periods. State all judgements, estimates and assumptions made:

Estimates and assumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk ofcausing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are described below. FIF based its

assumptions and estimates on parameters available when the consolidated financial statements

were prepared. However. existing circumstances and assumptions about future developments may

change due to market changes or circumstances arising beyond the control of FIF. Such changes

are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual value

The useful lives and residual values ofassets are assessed using the following indicators to inform

potential future use and value from disposal:

a) The condition ofthe asset based on the assessment ofexperts employed by FIF.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature ofthe processes in which lhe asset is deployed.

d) Availability of f'unding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure ofthese estimates ofprovisions is included in Note 40. Provisions

are measured al the management's best estimate ofthe expenditure required to settle the obligation

at the reporting date and are discounted to present value where the effect is material.
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Notes to the Financial Statements (Continued)

6. Transfer from Ministries. Departments and Agencies (MDAs)

State Department
for SMEs r0.000,000 r r.990,000.000 r2.ooo.ooo.oo0

Total lo,ooo,ooo ll,990,OOO,(x)O r2,ooo,ooo.ooo

7 a) Interest Income

Normal @87o
Safaricom 79,454,t01

Other Telcos 4,243,673

Defaulted @9.57o
Safaricom 357,722,951

24,t68,833Other Telcos

Total Interest Income 465,589,559

b) Cashflow Income

C) Other Income

Cashflow Income
Total Interest lncome Accrued 465,589,559

Less Interest receivable (382,786.870)

82,802,689Total Interest Received

lncome on lnterest from Treasury Bills 805.475

805,475Total Other lncome
22
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Notes to the Financial Statements (Continued)
8. Use of Goods and Services

Interest

To the Banks 16,397,390
To the Telcos I t6,397,390

Bank charges 480

Total 232,795,,259
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9 Cash and Cash Equivalents

10. Receivables from non-exchange transactions

a. Receivables

(b) Ageing analysis for Receivables from exchange trstrsactions

873,755,609Cash at KCB bankika

1,448,399,476Cash at KCB Simba Savings

Cash at KCB Entreprenuer Bank savings 3 1,803,I 32

Cash at Family Bank principle 393.594,934

96,390,51 IMpesa float balance at Safcom

79,833,353Mpesa float balance at Airtel and T-Kash

978.343Other Telcos float Interest Bal

Safaricom float interest Bal 81,824,346

Total Cash and Cash Equivalent 3,006,579,704

10,000,000Receivables from non-exchan ge transoctions

10,000,000Total

7o of the
total

Current FY

10,950.075,6t 3 100%Less than I year from exchange transactions

10,000,000 t00v"Less than I year from non-exchange transactions

10,960,075,613Tot8l
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ll. Receivables from Exchange Transactions

(a) Receivables from Exchange Transactions (Current)

12. Customer Savings

13. Trade and Other Payables

14. Loan Disbursement

Interest receivable 382,786,870

From Savings(investments) 805,475

From telcos (amount not yet transferred in the banks)

Loan receivables

From Loan borrowers 10.566,483,268

Total Receivables 10,950,075,613

Customer Savings 1,500,260,763

Total 1,500,260,763

Trade and other paysbles

Interest payable to banks I t6,397,390

Interest payable to telcos l 16,397,390

Interest payable to secretariat

Total trade and otber payables 232,794,780

Safaricom 31,470,401,088

Airtel 63L,675,499

T-Kash 31,803,132

Total Disbursement 32,131,479,719
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15. Loan repayment

16. Revolving Fund

Financial Risk Management

The carrying amount of financial assets recorded in the financial statements representing FIF

maximum exposure to credit risk without taking account ofthe value ofany collateral obtained is

made up as follows:

Transfer from State Department for Cooperatives 11,990,000,000

Total 11,990,000,000

As at 306 June 2023

Receivables from exchange transactions 1o,96o,o75,613 ro,96o,o75,6r3

Total 1o,960,o75,673 1o,96o,o75,613
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I I Financial Risk Management
FIF activities expose it to a variety of financial risks including credit and liquidity risks and efTects

ofchanges in foreign currency. FIF overall risk management programme focuses on unpredictability

ofchanges in the business environment and seeks to minimize the potential adverse effect ofsuch

risks on its performance by setting acceptable levels ofrisk. FIF does not hedge any risks and has in

place policies to ensure that credit is only extended to customers with an established credit history.

The customers under the fully performing category are paying their debts as they continue trading.

The credit risk associated with these receivables is minimal and the allowance for uncollectible

amounts that FIF has recognised in the financial statements is considered adequate to cover any

potentially irrecoverable amounts. FIF has significant concentration ofcredit risk on amounts due

from people who borrowed from the fund the first monlhs after it was launched. The board of

directors sets FIF credit policies and objectives and lays down parameters within which the various

aspects of credit risk management are operated.

FIF flnancial risk management objectives and policies are detailed below:

i) Credit risk

FIF has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts

in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as

well as trade and other receivables and available-for-sale flnancial investments. Management

assesses the credit quality of each customer, taking into account its financial position, past

experience and other factors. Individual risk limits are set based on internal or external assessment

in accordance with limits set by the directors. The amounts presented in the statement of financial

position are net of allowances for doubtf'ul receivables, estimated by FIF management based on

prior experience and their assessment ofthe current economic environment.
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iD Liquidity risk management

Ultimate responsibility for liquidity risk management rests with FIF directors, who have built an appropriate

liquidity risk management framework for the management of FI F short, medium- and long-term funding and

liquidity management requirements. FIF manages liquidity risk through continuous monitoring of forecasts

and actual cash flows. The table below represents cash flows payable by FIF under non-derivative financial

liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in the table

are the contradual undiscounted cash flows. Balances due within l2 months equal their carrying balances, as

the impact ofdiscounting is not significant.

iii) Market risk

FIF has put in place an internal audit function to assist it in assessing the risk faced by FIF on an ongoing

basis, evaluate and test the design and effectiveness of its internal accounting and operational controls. Market

risk is the risk arising from changes in market prices. such as interest rate, equity prices and foreign exchange

rates which will affect FIF income or the value of its holding of financial instruments. The objective of market

risk management is to manage and control market risk exposures within acceptable parameters. while

optimising the retum. Overall responsibility for managing market risk rests with the Audit and Risk

Management Committee. FIF Finance Depanment is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management Committee) and for the

day-to-day implementation ofthose policies. There has been no change to FIF exposure to market risks or ihe

way it manages and measures the risk.

12 Related Party Disclosures

Neture of relrled nartv relationshins

Entities and other parties related to FIF include those parties who have ability to exercise control or exercise

significant influence over its operating and financial decisions. Related panies include management

personnel. their associates and close family members.

GoyrrloerLoll$ryr
The Govemment of Kenya is the principal shareholder of FlF. holding 100% of FIF equity interest. The

Government ofKenya has provided full guarantees to all long-term lenders ofFIF, both domestic and external.

Other related nrrties include:

i) The Parent Ministry- Ministry of Co-operatives and MSME development.

ii) Key management.

iii) Board ol Directors.
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Notes to thc Flnancirl St tementE

13 Events rfter the Reporting Period

There werc no material adjusting and non- adjusting events after the rcporting period,

14 Ultimrte And Holding FIF

FIF is a Semi-Autonomous Government Agency under the Ministry of Cooperatives and MSME

development. Its ultimate parent is the Govemment of Kenya.

15 Currelq
The financial statements arc pr€sented in Kenya Shillings (Kshs) roundd to the nearest Kshs.
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Appendix l: Implementation Status of Auditor-General's Recommendations

The following is the summary of issues raised by the extemal auditor, and management comments lhat were provided to the auditor.

Guidance Noles:

(i) Use the same reference numbers as contained in the extemal audit reporq

(ii) Obtain the "lssue/Observation" and "management comments", required above, from final extemal audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your Entity responsible for implementation

of each issue:

(iv) Indicate the status of"Resolved" or "Not Resolved" by the date of submitting this report to National Treasury.

C.E.O

Financial Inclusion Fund

Date:
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Appendix 2 : Transfers from Other Government Entities

The Fund did not receive Funds from other entities during the year. The total amounts received from the National Treasury were

Ksh I I,990,000,000

l l,990,000.000 r I,990,000,000 I I,990,000,000

I t,990,000,000Totrl I I .990,000,000 r r ,990,000,000
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