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TERMS AND DEFINITIONS

Agricultural-based SACCOs: Savings and Credit Cooperatives whose core activities are

&

mobilization of savings from and advancing loans to their members 60% of whom are farmers
engaged in promotion of agricultural value chains. These SACCOs are mainly located in rural
areas.

Beneficiaries: Those organizations and individual farmers are selected by to participate in
the program.

Capacity Building: Capacity refers to the ability of an individual, group, organizations or
system to deliver intended outcomes, while capacity building refers to improving the ability of
the entity to perform and improve on value chain productivity

Common Interest Groups: Farmers in the value chain with a common interest and an
objective of improving farm production and productivity

Due Date: The specific date by which a borrower must repay a loan.

Farmer Producer Organization: Farmers institution which markets the Produce on behalf
of the members, administers prompt payment and offers appropriate services to its members
through duly elected management board or committee

Financing Window: Refers to categories of investment including Inclusion Grant and FIMG
provided to SACCOs to increase their financial capability.

Grievance Redress Mechanism (GRM): A set of simple and transparent procedures that
provide its users with access to safe and confidential means of expressing
complaints/concerns. It gives guidance to the user on how to handle grievances up to the
point of giving feedback to the complainant

Innovation: This is a modification of an existing technology for an entirely different use from
the original intended use (e.g. fireless cooker modified to be used as a hatchery)
Innovations - This is defined as new methods, ideas or products designed to catalyze
agricultural production and productivity along targeted value chains.

Management practice: This is a recommendation(s) or practice(s) that is/are considered
necessary for a technology to achieve its optimum output.

Management Practices - This is in reference to best practices in the management of project
beneficiary institutions with key focus on planning, organizing, leading and controlling of
resources.

Matching Grant - is a revolving fund provided by the project to the SACCOs for enhancing
liquidity and financial access, by awarding the SACCO the amount in proportion to the savings

and deposits.
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Parties: These are organizations participating in the project such as common interest group,

FSAP

Food System:
Resilience Project

N

vulnerable and marginalized groups, Producer Organizations and Savings and Credit Co-
operative Societies
Screening: A process of determining the suitability of a CIG/VMG, FPO and SACCO to
participate in this MG
Seasonal Credit: This is a short-term agricultural loan product payable within 12 months
based on the production cycle of a value chain
Shariah Compliant: Islamic Finance refers to the provision of financial services in
accordance with Shariah (Islamic law) principles and rules
Technology - This is defined as an output of a research process which is beneficial to the
target clientele (mainly farmers, pastoralists, agro-pastoralists and fisher folk) that can be
commercialized and can be patented under Intellectual Property Rights (IPR) arrangements.
Technology Innovations and Management Practices (TIMPs): This term has three
parts to it which are defined as follows:

i. Technology: - Adoption aimed at enhancing productivity and sustainability for

agricultural commodities
i.  Innovation: - practical implementation of ideas that result in the introduction of new
agricultural products or improvement of existing agricultural products

Management practices: - best practices in the management of project beneficiary institutions
with key focus on planning, organizing, leading and controlling of resources.
Tripartite agreement: A signed commitment amongst three parties.
Vulnerable and Marginalized Groups: Farmers in the value chain with the objective of
improving farm production and productivity but do not have access to resources and

opportunities.

Vi
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Agriculture continues to play a critical role in the global economy, despite the numerous

challenges it faces, such as climate change, decreasing arable land, limited access to
technology, and dependency on manual labor. As at 2023, agriculture accounted for 20% of
the global GDP, a decline of 2.4% from the previous year. However, despite representing a
relatively small share of the world’s economic output, the sector employs nearly 30% of the
global workforce. Notably, growth in the agricultural sector is two to four times more effective
in raising incomes among the poorest populations compared to other sectors.

To support farmers and ensure the sustainability of agricultural gains, the Food Systems
Resilience Project (FSRP) through the Community Financing Manual outlines all the processes
and procedures to be followed by community institutions and stakeholders. It also outlines
the administration and benefits of both inclusion and matching grants by the project.

The manual provides comprehensive guidelines on how communities institutions such as CIGs/
VMGs, CDDCs, FPOs and SACCOs, will prudently access, manage, and administer community
financing grants in order to achieve their objectives and goals. It also underscores the
importance of transparency and accountability in the utilization of project funds.

We express deep appreciation to the World Bank and the Government of Kenya for availing
support in the process of developing this manual. Our sincere gratitude goes to Dr. Andrew
Karanja, Cabinet Secretary Ministry of Agriculture and Livestock Development and Dr. Peter
Ronoh Principal Secretary State Department for Agriculture, for their exemplary leadership,
guidance, and unwavering commitment to the development of this Community Financing
Manual. We also recognize the valuable contribution of the FSRP National Project Coordination
Unit (NPCU) staff for their collaborative efforts, teamwork and dedication which made it

possible for the successful development and realization of this manual.

Priscilla W. Muiruri
National Project Coordinator
Food Systems Resilience Project (FSRP)

Vii
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EXECUTIVE SUMMARY

The Food Systems Resilience Project (FSRP) is a 150 million USD initiative by the Government

&

of Kenya funded by World Bank and administered by the Ministry of Agriculture and Livestock
Development (MoALD) through the State Department for Agriculture (SDA). The project is being
implemented using a saturation approach, covering all 275 wards across thirteen (13) counties:
Baringo, Marsabit, Wajir, Mandera, Garissa, Tana River, Lamu, West Pokot, Laikipia, Isiolo,
Turkana, Samburu, and Elgeyo-Marakwet. The primary development objective of FSRP is to
increase preparedness against food insecurity and enhance the resilience of food systems in
the targeted areas. The project’s beneficiaries include small-scale farmers, Common Interest
Groups (CIGs), Vulnerable and Marginalized Groups (VMGs), Community Driven Development
Committees (CDDCs), Farmer Producer Organizations (FPOs), and SACCOs. These groups will
benefit from enhanced market participation, value addition within selected value chains, and
climate-smart agricultural practices. FSRP is designed around several core principles: a
Community Driven Development (CDD) approach, agricultural value chain development,
nutrition-sensitive interventions, inclusion of gender, youth, and Vulnerable and Marginalized
Groups (VMGs), a focus on climate-smart agriculture (CSA) and Technologies, Innovations, and
Management Practices (TIMPs), the integration of ICT, and a phased implementation strategy.
The project is aligned to the Bottom-Up Economic Transformation Agenda (BETA) and the
Agriculture Sector Transformation and Growth Strategy (ASTGS), supporting selected priority
agricultural value chains that contribute to Kenya’s broader goals of enhancing food security,
reducing imports, and increasing exports. All beneficiaries will be federated into FPOs and
encouraged to register as members of SACCOs to access affordable credit, thereby enhancing
their economic resilience. The objective of this Community Financing Manual is to provide
comprehensive guidelines for the implementation of the project’s grants, specifically the
Inclusion Grant and Matching Grant (Revolving Fund). These manual details the processes and
procedures that must be followed to effectively and efficiently access these grants, including
eligibility criteria, application procedures, disbursement protocols, grievance redress
mechanisms, and the roles and responsibilities of all stakeholders involved. The manual also
emphasizes transparency and accountability in the utilization of project funds, ensuring that all
resources are managed prudently to achieve the project’s objectives of building a resilient and

food-secure Kenya.
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CHAPTER ONE

INTRODUCTION

1.1 Background Information

The Food Systems Resilience Project (FSRP) is jointly funded by the Government of Kenya
and the World Bank and implemented by the Ministry of Agriculture and Livestock
Development (MoALD) through the State Department for Agriculture (SDA). Its strategic
intervention is to address the multifaceted challenges facing Kenya's agricultural sector, with
particular focus on enhancing the resilience and sustainability of food systems in thirteen (13)
counties on selected agricultural value chains.

FSRP is being implemented in 275 wards in the following 13 counties: Baringo, Elgeyo-
Marakwet, Garissa, Isiolo, Laikipia, Lamu, Mandera, Marsabit, Samburu, Tana River, Turkana,
Waijir and West Pokot. These counties were selected based on their unique vulnerabilities to
climate change, food insecurity and socio-economic challenges. FSRP through a saturation
approach based on several innovative principles fostering sustainable agricultural
development and resilience will ensure that all communities within these counties are reached
and the impact of the project interventions maximized.

FSRP will implement its activities through Community Driven Development (CDD) model,
which empowers communities and beneficiaries (CIGs/VMGs, FPOs and SACCOs) to identify
their specific needs, aspirations and develop appropriate interventions.

In addition, the project will adopt an agricultural value chain development approach, which
focuses on enhancing market participation and value addition for small-scale farmers and
other value chain actors to enhance food and nutrition security.

The project emphasizes the inclusion of gender through vulnerable and marginalized groups
(VMGs), ensuring that the society benefit from the project’s interventions.

It focuses on climate-smart agriculture (CSA), Technologies Innovations and Management
Practices (TIMPs) adoption aimed at enhancing productivity and sustainability of agricultural
commodities.

The project development objective is to increase preparedness against food insecurity and
improve the resilience of food systems in targeted project areas by building resilient food
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production capacity, promoting sustainable use of natural resources, enhancing food

{

marketing and fostering resilience-focused public policies.

This objective will be achieved through the implementation of six components namely; (Re-)
Building Resilient Agricultural Production Capacity, Livelihoods Protection and Rehabilitation,
Regional and domestic markets for food security, Institutions, policies and Knowledge for
Regional Food Security, Contingency Emergency Response, Project Coordination and
Management. This Community Financing Manual is intended to provide a mechanism through
which these interventions can be realized.

1.2.The Main Objective

The main objective of the community financing manual is to apprise all the actors to be
engaged in the administration, management and application of the project grant funds to
strengthen selected value chain specific products and services.

The specific objectives of this manual are to: -

1. Provide guidelines on the implementation and reporting of the project financial grants

2. Stipulate the terms and conditions of accessing the financial grants

3. Outline the processes and systems through which the financial grants will be efficiently
and effectively utilized

4. Elaborate the obligation of community institutions participating in the project
Provide guidelines on capacity building areas to be supported by the project

6. Define the role of the community institutions in the automation of the financial

management systems

1.3.Selection of Value Chains

The value chains supported by FSRP were selected through a participatory process involving
various stakeholders including the National government, County Governments and various
value chain actors. In selecting a specific value chain, the project considered various factors
such as farmers’ commitment, market growth opportunities and business enabling
environment. The selection process also considered availability of infrastructure, existing
policies, social economic environment and competition. Consequently, the value chains
supported by the project include; dairy, beef and leather, cashew, sorghum, indigenous
poultry, mutton, potatoes, pulses, sheep, goats, cattle, camel, apiculture (honey), vegetables,

tomatoes, gums and resins, fruits (mangoes and water melon) , cotton and oil seeds.

2
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Community financing is the process of raising money to support community projects and
initiatives that support small producers in pooling their assets and competencies to overcome
both production hurdles and market barriers. The model is expected to pave way for food
security and nutrition standards where the CIG/VMG and FPO members play a greater role in
meeting the growing demand for food, poverty alleviation, food security and eradication of
hunger. However, smallholder farmers are prone to a myriad of challenges including, lack of
affordable credit that inhibit them from meeting the required quality and quantity for the

existing markets.

This calls for support in securing better land-use, better terms for engagement in farming and
affordable prices for agricultural inputs. The project, therefore, mapped, graded and selected
SACCOs and FPOs through which CIG/VMG members can be supported along the priority value
chains to access credit supported under a matching grant arrangement. Community Driven
Development Committees (CDDCs) are constituted at ward level to support promotion of
SACCOs and specifically; member registration, shares and savings mobilization which CIGs/
VMGs can leverage to access affordable credit. FPOs being member owned and controlled
organizations play an important role in supporting smallholder farmers and marginalized
groups. It is envisaged that the FPOs will assist members to realize their potential in
agricultural production and marketing.

The project identified SACCOs as effective models that enhance both agricultural and non-
agricultural productivity as they promote financial inclusion, economic empowerment and
community development. The SACCOs are expected to develop agriculture loan products that
meet the financial needs of CIG/VMG members leveraged by the member shares and savings.
The FPOs will deduct and remit loan repayments to the SACCO as per the duly signed tripartite
agreement. The parties to the tripartite agreement including the CIG/VMG, FPO and SACCO
are expected to adhere to prudent financial management and administration of the matching
grant funds. Other institutions such as the County technical department staff (CTDS), Sub
county technical teams (SCTTs), Public and private sector service providers (SPs), County
project coordinating units (CPCUs), County technical advisory committees (CTACs) and County
project steering committee (CPSC) are required to comprehend and create awareness on the
structures through which the funds are to be managed, utilized, monitor progress and evaluate
the performance.

The manual complements other project documents including Project Appraisal Document

(PAD), Project Implementation Manual (PIM), Fiduciary (Finance and Procurement),
3
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Monitoring, Conflict Resolution and Grievance Redress System/Complaint Handling Mechanism
and Farmers’ Producer Organization manual. It is upon this background that the project
deemed it necessary to develop a Community financial manual to assist in governance of

project grant funds.
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CHAPTER TWO

COMMUNITY ORGANIZATIONS

2.1.0verview

The project aims to support smallholder farmers who will be transitioning or have potential to
transition from being subsistence farmers to commercial farmers or are selling only a small
percentage of their produce commercially through community farmer organizations. In this
context, every smallholder farmer should belong to a CIG/VMG that is federated to Farmer
Producer Organizations (FPOs) for purposes of aggregation, value addition and market
linkages. All the CIGs/VMGs and FPOs members will also be encouraged to register as
members of SACCOs to benefit from affordable agricultural credit products. At the same time,
the SACCOs can also admit the CIGs/VMGs and FPOs as corporate members.

2.2.Existing SACCOs.

The project established the status of all existing SACCOs and FPOs that offer agricultural
products in all the 13 FSRP counties within all 275 participating wards. The aim of the exercise
was to avoid duplication or establishment of new SACCOs and FPOs where a potential SACCO
or FPO already exists and leverage on the existing infrastructures, systems and personnel for
sustainability. The activity entailed mapping and grading using prescribed criteria to identify
existing SACCOs and FPOs that were offering credit services to smallholder farmers to improve
production, productivity and adoption of TIMPS along the selected agricultural value chains.

To achieve this, the following activities/processes were undertaken.

i. A mapping tool was developed and county staff were sensitized by NPCU.
ii. CPCU conducted data collection and submitted the findings to NPCU in a prescribed

form.

iii.  NPCU in collaboration with the county teams analyzed the data and issued a report.

SACCOs and FPOs were classified and graded using the following scoring parameters;
e Grade A was equal or greater than 70%
e Grade B was equal or greater than 50%

e Grade C was equal or less than 49%
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iv.  All existing SACCOs and FPOs in grades A & B were eligible for further screening for

{

selection to participate in the inclusion grant. Those in Grade C will undergo capacity
building in order to meet the minimum threshold before they are considered eligible.

v. The CPCUs will sensitize the CIGS/VMGs, SACCO, and FPOS on the mapping and
grading report to guide on the need to register or use existing community institutions.

vi.  The project is to build the capacity of the existing SACCOs and FPOs that are offering
credit to farmers.

2.3.Establishment of New SACCOs

The project will support one SACCO in every ward in each of the project 13 counties. In the
wards where there are no SACCOs, the project in collaboration with the county government
department of cooperatives will promote and establish new ones to participate in the financial
grants. The project will build the capacity of new SACCOs, register CIG/VMG members,

promote shares and savings and advance affordable credit to their members.

In order to establish a new SACCO, the CDDCs that have been constituted and trained on the
cooperative governance will create awareness amongst CIGs, VMGs, FPOs and the community
at large. The following step by step activities will be undertaken;

i. Pre-cooperative Training:

The county team in collaboration with the department of cooperatives will conduct the
Participatory Integrated Community Development (PICD) Process as guided by the Community
Institutions Development Manual and train on pre-cooperative education to promoters
composed of CDDCs, CIG/VMG and potential members from FPOs.

ii. Identification of SACCO Promoters:

The project will leverage on the existing CDDC structures to guide the promotion of new
SACCOs. The county SACCO champion team will identify @ minimum of 10 members drawn
from CIGs, VMGs and FPOs as promoters of the proposed SACCO. They will elect an interim

committee composed of a chairperson, secretary and treasurer
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The promoters will submit three names of the proposed new SACCO for search and approval
by the Commissioner for Co-operative Development (CCD). With the assistance of the County
Cooperative officer, the promoters will prepare the objects and validate the By-laws of the

proposed SACCO society.

iv. Economic Appraisal:

The Co-operative officer will conduct an economic appraisal to determine the viability of the

SACCO and ensure that appropriate documents for registration are provided.

v. Registration Process:

The interim officials will oversee the registration and complete Form A (application for
registration of a society) and Form B (notification of registered office and address of a society)
indicating their names, occupation and postal addresses of the interim chairperson, vice
chairperson, treasurer and secretary. The duly filled and signed application form for
registration, supplementary information, proposed By-laws, economic appraisal report,
minutes of the pre-co-operative meeting, recommendation/forwarding letter from county
director for Co-operative, proof of registration fees and details of all promoters and a formal
request in writing will be submitted to the County Director for Cooperative for recommendation

and onward forwarding to the Commissioner for Co-operative Development for registration.

vi. Setting up the governance structures:

The supreme authority of society shall be vested in the General Meeting of members. The
SACCO will convene and hold the First General Meeting within a month (30 days) after receipt
of the certificate of registration by the interim officials. During the First General Meeting, the
following agenda shall be transacted:

e Elections of the management and supervisory committee members

e Approval of bankers

e Appointment of Auditors

e Approval of the budget

e Fixing of borrowing powers

The management committee shall constitute key sub-committees, which will include:

e The management finance & administration



R&eo—

Community Financing Manual {
S FSRP

o0d Systems
Resilience Project

N

e Education and training

e Credit

e Audit and risk
The Annual General Meeting (AGM) shall be convened within four months after the end of the
society’s financial year.

vii. The management committee

A management committee elected by the annual general meeting shall govern the SACCO
society limited. The management committee must be inducted on co-operative management,
financial management and policy formulation. The committee shall be responsible for policy
development and implementation, setting strategy and ensuring compliance. A comprehensive
training plan will be developed targeting project beneficiaries namely, SACCOs, FPOs and
CIGs/VMGs. The project will train the management committee members, supervisory
committee members and staff in various aspects including governance and leadership,
financial management, credit administration, policy development, financial literacy,

compliances, Co-operative management and operations.

viii.  Recruitment of staff:

The management committee shall put a human resource architecture in place. Initially, they
will recruit a qualified bookkeeper; while other staff will be recruited as the SACCO business

and institutional structures develops.
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CHAPTER THREE

COMMUNITY VALUE CHAIN FINANCING GRANTS

3.1 Overview

This chapter presents the community value chain financing Grant windows namely; inclusion
grant and the matching Grant. It also discusses the accessibility of funds and application
process by the SACCOs, Fund flow and Stakeholder relationships.

3.2 Eligibility for Institutions

Where there are no existing ward-based agriculture SACCOs, the CPCU in liaison with CDDCs

shall promote and facilitate registration of a new SACCO in line with the existing regulations.

The NPCU and CPCU will conduct a mapping and grading exercise to inventorize the existing
SACCOs in project wards. The graded SACCOs shall be subjected to a selection criteria to

identify the ones that will participate in the Project.

3.3Inclusion Grant

Inclusion Grant is a fund meant to support initial start-up needs for SACCOs. The grant will
enable the SACCOs to mobilize and recruit more members and operationalize their functions.

The Fund will provide support to both new and existing SACCOs.

The project will support eligible new SACCOs with the inclusion grants for start-up activities
and operations in the first year. This will enable the new SACCOs to start their operations
and jump-start them for growth and sustainability. These new SACCOs will be supported
with office furniture, stationery, computers, one year’s rent, salary of a bookkeeper for a
period of one year, and mobilization of CIGs/VMGs members into becoming SACCO
members. In order to qualify for an Inclusion Grant, a newly registered SACCO must have: -

e Certificate of registration
e Registered by laws
e Governance structure (Functional Management, Sub-committees)

e A functional supervisory committee and have signed wealth declaration forms

9
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Been in existence for less than 1 year

Report indicating management committee members have been inducted
Mobilized and registered at least 60 CIGs / VMGs members

Minutes for the First General Meeting

Committee members signed indemnity and wealth declaration forms
Opened an operational bank account

Willing to open and operate a designated bank account for the project
Signed an MoU with CDDC (Annex 1).

The project will support the eligible existing SACCOs, which have demonstrated potential

savings and asset growth path but have weak organization development capacity to boost

their growth.
The CPCU will conduct a Capacity Needs Assessment (CNA) on the existing SACCOs to
establish their needs for support under this grant. Inclusion grant for existing SACCOs will be

utilized to enhance the capacity of the existing SACCOs. For a SACCO to qualify, the following

conditions must be met:

A certificate of registration and By-laws

Has been in existence for between 1-5 years

Has a credit policy and at least 2 other policies such as governance, finance,
procurement and human resource

Has a functional management committee structure

functional supervisory committee and have signed wealth declaration forms

Has at least 150 active members

Has held AGM

Has an approved budget and at least one financial audit

Committee members have signed indemnity and wealth declaration forms

Has an operational SACCO bank account

Be ready to open a designated inclusion grant bank account for the project

Has signed an MoU with CDDC

Will onboard CIG/VMG members to join the SACCO

Willing to amend the by-laws to register corporate members (CIG/VMG and FPOs)

10
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The eligible new SACCO will qualify for inclusion grants not exceeding KES. 1,000,000 while
the existing SACCO will not exceed KES. 700,000 based on the results of Capacity Needs
Assessment (CNA). Each SACCO category (new or existing) shall be required to contribute

10% of the total budget. The contribution may either be in cash or in kind. Any contribution
in kind shall require proof of payment and should be within the current agreed terms and
conditions. The SACCO shall provide confirmed minutes of the management committee
meeting on application for an inclusion grant. The estimates for both new and existing SACCO
are as in table 1.

Table 1: Estimated Costs For a SACCO

Item/Activities Inclusion Grant Inclusion Grant

Request for New SACCOs — | request for the

Indicative Budget Existing SACCOs

270,000 350,000
120,000 120,000

TOTAL 1,000,000 700,000

The Application process shall be as follows: -

e The SACCO Develops a proposal for funding in a prescribed format (Annex 2)
e The SACCO Forwards the proposal to CDDC for screening.
e CDDC forwards proposals (within @ maximum of 5 working days) to CPCU for
vetting and forwarding to CTAC
e CTAC appraises and recommends to CPSC
e CPSC approves/rejects the proposal and forwards to CPCU
11
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e CPCU notifies the SACCO on the decision of the CPSC
If the proposal is approved, the CPCU notifies the SACCO and CDDC of
the award.
e CPCU submits the approved proposal to the SACCO containing an award letter to
the SACCO and MOU on the fund’s utilization.

Once the Inclusion grants have been approved by the CPSC
e CPCU will disburse the funds to the CDDC designated accounts.
e CDDC will transfer the funds to the SACCO designated project account by cheques or
EFT within five working days from the date of receipt from CPCU as per the signed
MoU.
Once the funds are disbursed to the SACCO, the following procedures shall apply:

i. Avail an approved work plan showing the items to be procured under the funds
received from the CDDC and their budget

ii.  SACCO initiates the procurement process of the items always described and approved
in the proposal budget as per the SACCO procurement policy. The procurement shall
be as per the Act, regulations and the World Bank guidelines

iii. NPCU in collaboration with county team will provide the SACCO with ICT and other
procurable equipment specifications.

iv. ~ SACCO in collaboration with CDAL confirms the delivery of the equipment as per
specifications and provision of warranty. The procured items will be recorded in the
inventory/asset register of the SACCOs

v.  Ensure that the tangible asset(s) are insured

Vi. Ensure that the books of accounts are accurate and up to date.

vii.  The SACCO shall retain a 12-month bookkeepers’ salary in their designated project
accounts for monthly payments.

viii.  The SACCO shall retain a 12 months’ rent in their designated project account for
monthly payments as required.

ix.  The SACCO management committee shall file monthly status reports to CPCU with a
copy to CDDC using the reporting template (Annex 3).

X.  CPCU will use the report for appropriate decision making.

xi.  On members mobilization and registration: SACCOs will adopt the communization

approach, which means that all the other project community institutions and

12
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stakeholders, including FPOs committee members, CDDC leaders, lead farmers,
CIG/VMG leaders and members will be engaged in the process.
For CIG/VMG Member mobilization to join a SACCO, the most probable activities to be carried
out by the new and existing SACCO are as shown in table 2 and 3 respectively.

Table 2: Proposed Member Mobilization Activities for New SACCOs.

Mobilization 20 500 500 12 240,000 Comprehensive
by the programme for
management members
committee recruitment per
and ward zone
promoters,
CIGs/VMG
leaders/leader
farmer/CDDC’
S
Evaluation 7 500 500 4 28,000 Meeting to be
meetings for done at the sub
the county level
Supervisory
committee
and SAIC
Stationary 2,000
Total 270,00

0

13
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Table 3: Proposed Member Mobilization Activities for Existing SACCO

p

S/N | Activity No. of Facilitatio Transport No. o Total Remarks
o Mobilizers n (Lunch) within the fDays (Ksh)
Ksh. zone
(Ksh)

1 Mobilization 20 500 500 11 220,000 | Comprehensive
by the programme for
management members
committee recruitment per
and ward zone
promoters,

CIGs/VMG
leaders/leader
farmer/
CDDC’s

2 Evaluation 7 500 500 4 28,000 | Meeting to be
meetings for done at the
the sub county
Supervisory level
committee
and SAIC
Stationary 2,000
Total 250,00

0

3.4Matching Grant

Matching grant is given by the project to the SACCOs aimed at increasing its liquidity based

on the shares and savings raised by CIG/VMGs members. This is a grant to the SACCO to

develop loanable agricultural products for adoption of TIMPs targeting project beneficiaries.

It is envisaged that the grant will be a dedicated revolving fund to support agricultural

production. Lack of access to agricultural credit by farmers has been a major contributing

factor to the relatively low adoption of TIMPS. Further, smallholder farmers have been

negatively impacted by severe drought and floods, which has affected their production

capabilities. All this is against the fact that farmers lack structured institutions to support their

14
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of the target project beneficiaries. The specific objectives of the grant are to:
i.  Mobilize share capital and member savings
i.  Incentivize adoption of TIMPs
iii.  Support Post-drought and floods recovery
iv.  Improve the cross-component integration of the various stakeholders

The project will target SACCOs whose membership consist of at least 300 CIGs/VMGs
members and/or other project beneficiaries affiliated to it. In addition, the SACCOs must meet
the following conditions:

i.  Have a registration certificate

ii. Have held 1% General Meeting for newly registered SACCOs.

iii. Have a governance structure (management committee, supervisory committee, sub-

committees — finance and administration, credit, education and others).

iv.  Committee members have declared wealth and filed Indemnity as stipulated.

v. Have an operational bank account

vi.  Have valid tax compliance certificate

vii.  Have a physical office and at least a bookkeeper
viii.  Have sound internal control systems

ix.  Show evidence of AGM/SGM resolution for the acquisition of MG.

X.  Have automated their process and have been trained on Easy SACCO.

xi.  Have satisfactorily utilized the Financial Inclusion grant where applicable

xii.  Has enrolled at least a minimum of 300 CIG/VMG members
xiii.  Have up-to-date audited accounts applicable for existing SACCOs that are 18 months
and above.

xiv.  Have operational policies in place (credit, finance, governance, human resource
management and procurement).
xv.  Have mobilized total savings and shares of at least KES 300,000 from CIGs/VMGs

members and/or other project beneficiaries.

The ceiling for a MG per SACCO is 5,000,000 over the project period. However, these funt_:ls

must be disbursed in tranches of at least KES 1,000,000 to a maximum of KES 5,000,000.
15
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The following are the triggers for requesting matching grant by the SACCO
1) Each CIG/VMG with 25 members is eligible to receive a maximum of 250,000 as MG
based on their share capital and savings.
2) Each CIG/VMG member can receive a maximum of 10,000 based on their share capital

and savings.

To access the matching grant, the various stakeholders will follow the below listed application
process.
a) CPCU holds awareness creation and sensitization forum on MG
b) SACCO notifies the members in a general meeting of the intention of applying for the
MG and document the resolution
¢) SACCO develops an MG proposal using a prescribed format (Annex 3)
d) management committee approves the proposal and document the resolution
e) SACCO forwards the proposal to CDDC for screening (Annex 4)
f) CDDC forwards the proposal to CPCU for verification.
g) CPCU forwards proposals to NPCU for validation.
h) The NPCU after conducting technical validation returns proposals to CPCU with
recommendations
i) The CPCU
i. Forwards the recommendations to the SACCO for correction
ii. Presents the proposal to CTAC for appraisal
j)  CTAC after appraisal, recommends the proposals to the CPSC for approval
k) The CPSC
a. Approves the proposals
b. Notifies the CDDC and SACCO offers an award letter to the SACCO and requests it
to sign stipulated conditions and terms that ensures MG is used for the intended
purpose. (Annex 5)
I) CPSC forwards the approved proposals to CPCU
m) A SACCO whose proposal has been approved should fulfill the following conditions:
i. Open a designated matching grant bank account
ii. SACCO writes to CPSC an acceptance letter with copies to CDDC.
iii. Develops a credit policy or customizes the existing policy to include MG
requirements.

iv. Signs a tripartite agreement with FPOs and CIGs/VMGs. (Annex 6)

16
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v. Opens a MG loan and repayment transactions book entry for each beneficiary

(Ledger Card for each Member)

The CPCU forwards the list of the approved proposals to NPCU
NPCU

a. Conducts a due diligence exercise using the prescribed checklist (Annex 7)

b. Issues a no objection letter to CPCU for funds disbursement to SACCOs that
qualify. The release of Funds to SACCOs with identified gaps will be subject to
fulfilment of the recommendations by the NPCU.

The CPCU

a. Advice non-qualifying SACCOs to make corrections as per the
recommendations.

b. Disburses funds to CDDCs project account.

CDDC disburses funds to the SACCO project account within five working days less 4%
of the total value to cater for their administrative costs. _

SACCO writes to CPCU to acknowledge receipt of funds with a copy to the CDDC within
five days.

SACCO lends the fund to the qualifying members as per the loan policy

Figure 1 shows the funds and information flow.

The funds will Flow from the CPCU to CDDC, to SACCO.

The SACCO will lend to its qualified approved applicants (CIGs/VMGs individual members),
corporate members (CIG/VMG and FPOs).

17
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Figure 1: Funds disbursement and Information sharing pathway
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3.5Conventional financing model in the administration of MG loans

Credit management is the process of granting loans, setting terms on which it is granted,
recovering the loans when they are due and ensuring compliance with the SACCOs credit

policy and project guidelines.

The management Committee shall ensure that credit management policy is operated within a

well-defined credit-granting criterion to the borrower and the credit policy is adhered to.
Its duties shall be.

a) Ensure that the SACCO has a credit policy that also incorporates issues of matching

grant.
18
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) Ensure appropriate MG agricultural loan products are developed

C)
d)

e)
f)

9)
h)

i)

),

Provide the necessary credit documentation

Ensure that the SACCO has a management information system (automation) for
monitoring credit portfolio.

Ensure all loans are processed and issued through the system.

Provide equipment for automation of all loans

Ensure the Tripartite Agreements are drawn, signed and adhered to

Ensure that the loans are adequately insured.

The SACCO’s management, where necessary, will raise any loan related issue(s)
affecting loanees, with CIG/VMGs, CDDCs and FPO in order to take appropriate action.
Produce monthly and quarterly reports.

The Credit sub-committee shall consist of three members drawn from the Management

Committee of the SACCO, none of whom shall be a member of the Executive sub-committee.

In all the SACCOs, the Credit sub-committees will make recommendations to the Management

Committee for loans approval as per the credit policy and procedures.

Its duties shall be to.

a)

b)

Hold regular meetings as the business of the SACCO may require, but at least once a
month,

Vet loan applicants and their guarantors including their ability to service their credit
requirements,

All MG loans application and approval must be uploaded in the system, whether the
application is undertaken manually or online.

Assist members to solve their financial problems,

Maintain records of their deliberations on loans,

Forward its loans recommendations to the full management committee for approval.

Advice the Management Committee on loan delinquencies.

The CIGs/VMGs will consolidate loan applications from members ensuring alignment with

Value Chains Investment Plans and submit them to the SACCO. They will also ensure that all

19
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loans applied for are guaranteed by group members. The number of guarantors will be
as stated in the society loan policy.

The CIG/VMG leadership will undertake periodic visits to the loanee with a view to ascertaining
the utilization of loan on the adoption of TIMPS. The CDDCs will make follow-up to ensure
CIGS/VMGs members are actively participating in savings, effective loan repayment and TIMPs
adoption. CIGs/VMGs will submit reports to CPCU on quarterly basis.

Where the FPO, CIG and SACCO have signed a Tripartite Agreement (TA) and the FPO
operates inputs store, credit to members will be in kind (inputs). It will be the responsibility
of the FPO to recover the loan repayment from the proceeds of member’s produce on behalf
of the SACCO. The FPO leadership will also sensitize their members on the need to join the
SACCO.

3.6Category of Loans

The project will provide both conventional and sharia compliant value chain- based credit.
The Administration of the credit will be as follows:

The conventional value chain-based credit will be offered to members of CIG/VMGs who are
also registered as SACCO members. These will be mainly seasonal and short-term credit
product for all selected agricultural value chains within the project area.

This seasonal and short-term credit product will be advanced to CIG/VMG members to
promote adoption of TIMPs for increased production and productivity for enhancement of food
security. The credit can be disbursed either in cash or in kind. For in-kind disbursements, the
SACCO will collaborate with an FPO/Off-takers to consolidate input requirements from the
CIG/VMG members and source competitively at discounted prices. Members will apply for the
credit and direct the SACCO to transfer the approved funds to the FPO to purchase TIMPs
inputs on their behalf. The credit is then repaid through a check-off system managed by the
FPO or via a one-time payment following the sale of the produce.

SACCOs should consider community dynamics when managing credit risks and integrate these

products with resilience strategies like insurance and market access programs because of their

high-risk profile. Collaboration with governments and financial institutions is also encouraged
20
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to support livestock credit for pastoral communities. The product features of different value

chains are as shown in the Table 4.
Table 4: Product Features

Livestock VC credit

Crop VC credit

Target Group — CIG/VMG members

Target Group — CIG/VMG members

Loan Purpose — for breed improvement,
forage production, restocking, animal
treatment, labor, purchase of concentrates

and small equipment

Loan purpose: - inputs, small equipment

and labor

Loan Amount — series 1 cycle KES 50,000;
Second and subsequent loan sizes based
on appraisal and availability of funds

Loan Amount — series 1 cycle KES 30,000;
Second and subsequent loan sizes based on
appraisal and availability of funds

Loan Duration — 3 — 12 months

Loan Duration — 3 — 12 months

Interest on loan - 12 % p.a. flat rate

Interest on loan - 12 % p.a. flat rate

Loan collateral — savings, group guarantee

Loan collateral — savings, group guarantee

Disbursement mode — cash or in kind
through FPO

Disbursement mode — cash or in kind
through FPO

Loan repayment — monthly or in balloon at

the end animal sales

Loan repayment — monthly or in balloon at

the end crop sales

Savings — equivalent to member savings to

a minimum of KES 7,000 for loan 1

Savings — equivalent to member savings to

a minimum of KES 3,500 for loan 1

Check off or One-off system of loan

repayment

Check off or One-off system of loan

repayment

In the initial stages the maximum amount a CIG/VMG member will qualify for will be

equivalent to the amount of their savings to a maximum of Ksh. 20,000 for livestock and

Ksh 10,000 for crops. During the second application for members who have successfully

repaid their conventional loans and are consistent savers will be entitled to a 1:5 ratio based

on their savings to a maximum of Ksh. 50,000 for livestock and Ksh 30,000 for crops.
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3.7Conventional Loan Disbursement Process

The following processes and requirements shall be adhered to, for CIGs/VMGs members to

access the loans:

e The CIGs/VMGs leadership will provide a value chain investment plan to the SACCO
detailing the agricultural asset base of each of their members (Annex 8).

e The SACCO will develop a flier or communicate to all the members on available loans
products, how they can access loans, where physical or online application forms can
be accessed and submitted.

e The SACCO will host the application forms on a SACCO portal that will be
communicated to all members.

e Where a member wishes to apply for a loan, they will download the prescribed loan
application form (Annex 9),

e The member will forward a duly completed application form with the required
attachments to the CIG/VMG leadership

e CIG/VMG leadership will consolidate all loans application forms and ensure that;

o Each member’s loan application duly completed

0 Loans are guaranteed by all the group members

o All the loan applications are countersigned by the CIG/VMG leadership

o All duly signed application forms are either uploaded or physically submitted
to the SACCO

The SACCO employee charged with credit management shall:

e Acknowledge receipt of loan application forms through email or stamping the
physical forms

e Upload the loan application forms on SACCO MIS

e Serialize all the application forms and capture them in the loan register.

e Obtain the production records of members in FPO, where applicable.

e Present the application forms to credit sub-committee as an agenda item

e The credit sub-committee shall vet to ensure the applications meet the set threshold
as per the credit policy and approve the loans requested online.

e The chairperson of the credit sub-committee will give a loan status report during the

next management committee meeting.
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The SACCO will:

Disburse the loan requests to the applicants using the Business to Customer (B2C)
platform or through the FPO for the credit in kind as per the agreement between the
SACCO, member and FPO

Capture the loan amount in each members MG book entry under the respective
CIG/VMG records

Issue an advisory note to the loan applicant indicating amount awarded and
installment payable each month (inclusive of principal and interest)

Inform the CIG/VMG leadership the amount of loan granted to each member

Notify the FPO leadership on the loanees credit

Based on the repayment advisory note issued to the member, the recipient will pay
the loan.

On a monthly basis or lump-sum as per the credit policy

Within 12 months depending on the production cycle of the value chain.

Directly to the SACCO pay bill account or

By authorizing the participating FPO/off-taker to deduct their loan repayment
through a check off system and remit to the SACCO.

Loans must be repaid when they fall due as per the loan agreement. However, situations

may arise where members loan fall overdue or are in default. In such circumstances, the

SACCO will adopt actions for recovery as is shown in table 5.

Table 5: Actions to be taken in case of default

Monthly repayment | Time limit Status Action taken
Within due dates Performing None
due date up-to 90 days | Delinquent Inform the member

and grantors

Over 90 days Default Recover from
guarantors
360 days Write off in the | Keep on following
books the loanees
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FPO shall compile repayment records and submit online to the SACCO with a certified copy
to the CIG/VMG.
The SACCO will.
a. Update repayment records of each member on SACCO MIS
b. Reconcile records with the CIG/VMG leadership monthly basis
The SACCO shall
a. In the event of default invoke the credit policy and notify the FPO and CIG/VMG
leadership to support in loan recovery.
b. Ensure the matching grant is captured in the approved budget and in the audited
accounts as a line item.
c. Where possible, provide CDDC with office space to facilitate their meetings or with

office services such as typing and printing based on a pre-agreed arrangement.

The matching grant is a revolving fund aimed at supporting agricultural production. From the
realized profit or surplus of the matching grant from SACCO business, as documented by the
audited accounts, 1% of these proceeds will be deposited to the CDDC account for their
administrative costs. The rest of the funds will be ploughed back into the matching grant
business to increase the loanable amount.

After the end of the project period this fund will be treated as the institutional capital that will
be ring-fenced to support agriculture financing. The SACCO will be encouraged to allocate
some of its money into this fund and in addition source more from other development partners
to increase the loanable amount to its members.

The Matching grant will also be referred to as a revolving Fund to the SACCO after the end of
the project. It is expected that the fund will register growth and will be ploughed back to
SACCO to improve its credit portfolio. The profit realized from the fund will be distributed and
can either be recapitalized or disbursed as dividends to members

The revolving Fund will be flowing as shown in Matching Grant Flow Chart Figure 6.
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Figure 2: Matching Grant Flow Chart

3.8Shariah Compliant Credit

Islamic Finance refers to the provision of financial services in accordance with Shariah
(Islamic law) principles and rules. Shariah does not permit receipt and payment of "Riba
(interest)", "Gharar (excessive uncertainty)", "Maysir (gambling)" or financing
activities that it considers harmful to society. Therefore, the SACCO is not allowed to invest
in non-halal (un-lawful) activities and the Investment policy should be approved by the
Shariah Advisory Committee. It is prudent for the Islamic Sacco to have an elaborate

Shariah Governance Structure and Framework as follows:
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i Governance Structure of an Islamic SACCO.
The governance structure of an Islamic SACCO comprises of the following key committees:

Shariah Advisory Committee.
Supervisory Committee.
Credit Committee.

Finance and Administration Committee.

o B0 i

Investment Committee.

ii. The Shariah Governance Framework.

The Shariah Governance Framework for the Islamic Financial Institutions (the Framework) is

designed to meet the following objectives:

a) sets out the expectations of the institution on its Shariah governance structures,
processes and arrangements to ensure that all its operations and business activities
are in accordance with Shariah;

b) provides a comprehensive guidance to the Board, Shariah Committee and
management of the institution in discharging its duties in matters relating to Shariah;
and

c) outlines the functions relating to Shariah Review, Shariah Audit, Shariah Risk

Management and Shariah Research.

iii. Shariah Advisory Committee (SAC).

Refers to the independent oversight committee constituted by the by-laws of the SACCO to
ensure compliance of Shariah financial law. The Shariah Committee members will comprise of

at least three eminent Muslim scholars and a maximum of five at any given time.

Members shall be chosen from among jurists and market practitioners, men of Islamic
Jurisprudence (Figh Muamalat) who are qualified individuals with vast experience in Shariah

particularly in the areas of Islamic economics and finance.
The main duties and responsibilities of the Shariah Committee are as follows:

a) To perform an oversight role on Shariah matters related to the SACCQO’s business
operations and activities.
b) They are responsible and accountable for all Shariah decisions, opinions and views

provided by them.
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Advise the Board and Management and provide input to the SACCO on Shariah matters
in order for the SACCO to comply with Shariah principles at all times.
Endorse Shariah policies, guidelines and procedures prepared by the SACCO and to
ensure that the contents do not contain any elements which are not in line with
Shariah.
To ensure that the products of the SACCO comply with Shariah principles, the Shariah
Advisory Committee must approve:

i. the terms and conditions contained in the forms, contracts, agreements or

other legal documentations used in executing the transactions;
ii. the product manual, marketing advertisements, sales illustrations and
brochures used to describe the product.

To assess the work carried out by Shariah review and Shariah audit in order to ensure
compliance with Shariah matters which forms part of their duties in providing their
assessment of Shariah compliance and assurance information in the annual report.
Assist related parties on Shariah matters. The related parties of the IFI such as its
legal counsel, auditor or consultant may seek advice on Shariah matters from the
Shariah Committee and the Shariah Committee is expected to provide the necessary
assistance to the requesting party.
The Shariah Advisory Committee may advise the SACCO to consult the SAC on Shariah
matters that could not be resolved.
The Shariah Advisory Committee is required to provide written Shariah opinions in
circumstances where the SACCO make reference to the SAC for further deliberation,
or where it submits applications to the Bank for new product approval.
Shariah Compliance Officer.
The Shariah Compliance Officer will assist the SACCO to ensure that it complies with
the approved Shariah products, guidelines, policies and procedures.
The Shariah Officer will also act as a liaison between the SACCO and the Shariah
Advisory Committee and carry out such functions aimed at Shariah compliance of the

SACCO including Shariah reviews, Shariah audit, research and training.

The term ‘credit’ or ‘financing’ or *facility’ shall be used in place of the word “loan” and shall

have the same meaning as is understood in the ordinary financial terms. Therefore, the

policy elaborates the following;

Credit to Members
27
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a) The SACCO shall have a credit policy approved by the General meeting.
b) The credit policy shall regulate credit-granting procedures.

ii. Types of products with their features.

The funds of the SACCO shall only be applied to the promotion of the stated objects of the
SACCO as set forth in the By-Laws (subject to adherence to principles of Islamic finance),
and shall be invested in such investments and securities as are authorized for the
investment of trust funds, provided that the funds are to be used in Shariah Compliant

investment avenues. These include;
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a) Deposits and Savings.

i. Mudharabah (Profit-sharing and loss-bearing) - for Savings.

The financier or investor (in this case, the SACCO Member) provides capital (the
Mudharabah funds) and the beneficiary (SACCO) provides labor and skills. The member who
is the owner of the funds (Rab ul Mal) authorizes the SACCO, this is the fund manager
(Mudharib) to invest the Mudharabah funds in the savings account according to the

principles of Shariah.

Profits are shared, but losses would be borne by the financier who does not have the right
to interfere in the management of the financed operation, unless negligence, misconduct, or

breach of contract can be proven.
ii. Qardh (Interest free Loan / Benevolent Loan) — for Current
This is a Qardh to the SACCO on which no profit or other forms of return is payable.

b) Financing
i. Murabahah (Cost plus margin) — purchase of Items / Agricultural
Inputs.

This concept refers to the sale of goods at a price, which includes a profit margin agreed to
by both parties. The purchase and selling price, other costs, and the profit margin must be
clearly stated at the time of the sale agreement. The SACCO is compensated for the time

value of its money in the form of the profit margin.

This is a fixed-income financing for the purchase of items (Inputs) Fertilizer, Seeds, Chemicals,
Small Equipment, and Forage) with a fixed rate of profit as markup. The SACCO is not
compensated for the time value of money outside of the contracted term, (i.e. the SACCO
cannot charge additional profit on late payments), however, adequate security can be

provided for the facility.
iii. Lending/ disbursement process.

For the lending and disbursement to take place, confirmation of member’s status is required

on the following;

e Member must have saved for 6 months consecutively.

e Must have at least one Share.
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Fill a Credit Application form.
Must attach ID Copy.
M-PESA Statement for two latest months.

Credit Processing

Attach Applicant’s statements and Guarantors statements

Produce Appraisal report.

Attach Certificate for credit approval after confirming all the information pertaining to
the application are correct then forward the Applications for the Manager to sign.
Credit Members sign after reviewing the credit application forms.

Treasurer Approves Payment to be released after ascertaining due process has been
followed in the processing of the credit application forms.

Disbursement

Notify Members with text message on Credit Approval.

Member to deposit the prescribed Loan processing fee.

Signing of the Credit Repayment schedule

Release credit amount to member’s / vendor’s MPESA where a member can access
their funds via mobile banking from wherever they are.

Disbursement should be done in accordance with the applicable Shariah contract or

Product.

Before a facility is disbursed to a member, the member signs an offer letter/facility
application form stipulating the terms and conditions of the facility.

After facility disbursement, members are allowed a grace period of 30 days (one
month) to start repaying the facility.

In case of default in the first month of repayment, the member is reminded and
informed that he is breaching the contractual agreement of the facility advanced to
him.

If a member fails to repay in the second month or for a second month consecutively,
the facility is recovered from his/her shares and his guarantors are informed that he
has failed to meet his obligation and if he continues to fail to meet his obligation in
the next one month (that is the third month) the balance will be recovered from the

guarantors depending on the amounts the guarantors had guaranteed the member.
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e If a member fails to repay his loan from the third month consecutively, the loan

balance is recovered from the guarantors fully as it is stipulated in the contract.

The SACCO shall foster reciprocal, on-going education programs for members, leaders, staff

and the community so that they can teach and learn from each other or from the

appropriate resource persons in understanding and carrying out their respective roles.

The Capacity Building and Training programs will also lay emphasis on Shariah Compliant

products and processes.

3.9Stakeholder Relationships

In order to realize the success of matching grant the key stakeholders namely CIGs/VMGs,

CDDCs, FPOs and SACCOs, are expected to play their different roles and responsibilities as

depicted in Stakeholder relationships figure 7.

Moabilization of Members
Linkages for SACCOs/CIG/FPO

Loan Recovery
Grievances sorting for CIGs
Channeling funds to SACCQOs

Seasonal
Investment
planning for TIMPs
driven productions
Regular member

saving

FFS and monthly
meeting to support
identification of
critical investments

CIGs/VMGs

ﬁ
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Figure 3: Stakeholder Relationship
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CHAPTER FOUR

CAPACITY BUILDING

4.10verview

This chapter discusses the training objectives, processes, content, duration and the target
groups. The essence is to enhance the skills and knowledge of the stakeholders on financial

literacy.

4.2Training Objective.

The primary objective is to develop skills and knowledge that relate to financial literacy to
facilitate accessibility of affordable financial services, products and prudent use of the grants.
The project will build capacity to improve the credit worthiness of individuals and institutions
(CIGs/VMGs, FPOs and SACCQ’s). The capacity building will be tailor-made and informed by
the Capacity Needs Assessment (CNA).

4.3Training Process.
To ensure effective training, the following steps will be undertaken:

a) The NPCU in collaboration with the CPCU will conduct a CNA in order to identify and
prioritize areas that require capacity building, develop a capacity building
implementation plan, develop standardized training manuals and conduct training to
all benefiting stakeholders.

b) Analyze the findings, prioritize areas of training and share with the relevant
stakeholders.

c) Develop Capacity Building Plan and tailor make the training content.

d) Develop appropriate training materials, including evaluation tools, to support the
training process.

e) Identify and train competent trainers who possess the necessary expertise and skills
to deliver the content effectively.

f) Roll out the training program systematically, ensuring accessibility and engagement
among the target groups.

g) Continuously monitor and evaluate progress throughout the training period to measure
effectiveness and make necessary adjustments as will be deemed necessary.
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4.4Training Content.

a)

b)

f)

g)

The project will train the SACCO leadership on financial literacy in areas related to
Inclusion Grant (IG), Matching Grant (MG), budgeting, savings, debt management,
taxation, governance, bookkeeping, automation, cyber security and risk management
among others as will be informed by the CNA.

On automation, the NPCU will train the county teams together with the Bookkeepers
to enable the County teams to effectively handhold the bookkeepers and provide
informed oversight. The training of the Bookkeepers / County Team will involve actual
training of how to access the system (login into the system), use the system (input
data into the system), generate reports from the system and share the report to all
eligible stakeholders digitally.

During the implementation of the training, technical backstopping at all levels will be
done by NPCU to ensure the quality of the trainings.

TOTs to train CIGs/VMGs on financial literacy (Inclusion Grant (IG), Matching Grant
(MG), budgeting, savings, debt management, taxation, governance, bookkeeping,
automation, cyber security and risk management).

Training of agrifood system actors including farmers and other agripreneurs on the
SACCO business model for seamless federation to SACCOs and FPOs. The County team
in collaboration with CDDCs will undertake pre-cooperatives education to all actors in
the project.

Capacity building of targeted communities in the face of changing climate for
sustainable management of natural resources for resilient food systems by investing
in water conservation and rangeland management interventions, Implementation of
training programs on TIMPs - This will be done through farmer groups such as
CIGS/VMGS and FPOs. The training approach will include but not limited to
demonstrations, farmer field schools, Pastoral Field Schools, classroom sessions, and
workshops/study tours.

Train agripreneurs on business planning, entrepreneurship, negotiation, marketing,

financial literacy mentorship, backstopping, and monitoring, and reporting.

4.5Duration and Frequency of Training.

Capacity building exercises shall be on a continuous basis. The duration and frequency of such

trainings will depend upon the CNA report, need and retraining of CIG/Members, SACCOS and

FPOs. It be noted that the training duration and frequency may be structured as follows:
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a) Induction forum shall be within 30 days after the General Meeting in which elections

take place.

b) Other training sessions may range between three days to one week, depending on the
target group and the subject matter.

c) There will be at least two member’s education sessions per year for the SACCOs and
FPOs, and at other times as need arises.

d) Training for other stakeholders will range from three to five days.

e) There will be at least quarterly fora’s every year for sensitization and recruitment of

members.

4.6Target Groups for Training.
The following will be trained.

a) SACCOs and FPOs:
¢ Management Committee members
e Supervisory committee member
e Sub-committees
e Employees
e Members
b) CIGs/VMGs members and officials
c) CDDCs officials
d) Other stakeholders (County Teams)
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4.7 Capacity Building Plan

In all scenarios, there will be developed a capacity building plan covering area of training,
target group, time frame, required resources, who is responsible, and the expected output

as shown in table 6. After successful completion of the training, a report shall be written and
submitted to NPCU and CPCU respectively.
Table 6: Capacity Building Plan.
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CHAPTER FIVE

AUTOMATION

5.10verview

The Chapter presents the automation of Financial Management Services, Obligations of
various institutions on capacity building. It also discusses the capacity building on

automation and credit portfolio automation.

5.2Automation of Financial Management Services

Automation of Financial Management Services refer to application of technology in
digitalization and streamlining of workflows, operations, and financial processes. The project
aims at improving real-time reporting, operational efficiency, accountability and

openness by utilizing digital solutions in supporting community institutions. In order to achieve
this all the SACCOs and FPOs participating in the grant funds are required to automate their
processes.

The eligible SACCOs and affiliated FPOs will be supported in automation through inclusion
grant to cater for software solutions, licenses, training of the end users, maintenance and
support for the first one year. The project will outsource and procure the services of eligible

service providers to automate all participating SACCOs and affiliated FPOs.

5.30bligation of SACCO

For automation to be affected the SACCO should have:
i. A computer meeting basic minimum specification requirements and a functional
ii. printer.
iii.  Internet connection
iv.  Human architecture bookkeeper mandatory, (ICT personnel)
v. A secure physical office
vi.  Stable source of power
vii.  Relevant policies (a data protection policy, anti-money laundering policy)
viii.  Signed a Service Level Agreement (SLA) with the service provider

a. A budget to support API integration, licenses and training.
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i.  Process all loans through the system
i.  Timely update the member data into the system (membership, Registration fees, share
capital, savings, loans)
iii. imely update the customer transaction data into the system
iv.  Provide monthly reports to NPCU through CPCU on the performance of the grant
beneficiaries disaggregated by gender, the amount loaned, and repayment trends of
any portfolio at risk and possible areas of performance improvement.

5.40bligation of FPO
The FPO shall have:

i.  Acomputer meeting basic minimum specification requirements and a functional printer
ii.  Internet connection
iii.  Human architecture bookkeeper mandatory, (ICT personnel)
iv. A secure physical office
v.  Stable source of power
vi.  Relevant policies (a data protection policy, anti-money laundering policy)
vii.  Signed a Service Level Agreement (SLA) with the service provider
viii. A budget to support API integration, licenses and training.
After successful automation of the operations and processes, the FPO shall:
i.  Process all loans through the system
ii.  Timely update the member data into the system (membership, Registration fees, share
capital, savings, loans)
iii.  Ensure digitalization of members’ information and transactions for effective operations
iv.  Ensure all the sales and volume/quantities are updated into the system
v.  Effect check-off system as per the signed Tripartite agreement
vi.  Timely update the customer transaction data into the system
vii.  Provide monthly reports to NPCU through CPCU on the performance of the grant
beneficiaries disaggregated by gender, the amount loaned, and repayment trends of

any portfolio at risk and possible areas of performance improvement.
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i.  Counter check or confirm with the SACCO whether members data is updated in the
SACCO and FPO system
ii.  Confirm whether all its members loans are processed through the system
iii. Ensure produce aggregated by FPO is captured into the system by counterchecking

with their receipts.

5.6Capacity building on the Automation

The CPCU will conduct the Automation readiness Assessment on the SACCO/FPO, which
seeks to establish the preparedness of the infrastructure upon which the SP will do the
software installation. For a SACCO/FPO to be rated ready for automation, it has to satisfy
the thresholds stipulated in the automation guidelines. The CPCU will, through the National
Agricultural Finance Lead (NAFL), communicate the need to automate all the SACCOs/FPOs
with ready infrastructure to the service provider. The service provider will, with the support
of the CPCU, conduct a training of the bookkeeper and members of the management
committee on the software solution. The SP will proceed to install the software,

conduct a comprehensive onsite training of the bookkeeper and signing of the SLA with the
SACCO/FPO. The SP will also ensure a sustained periodic backstopping of the SACCO/FPO for
continuous capacity building of the system end users.

The CDALs will also form the part of the software system trainers to ensure sustainability of

capacity building of the bookkeepers and management committees at the county level.

5.7 Automated Monitoring of Credit Portfolio.

In order to make credit management efficient and effective, the SACCOs are expected to
automate their processes by digitizing all the members’ records. The administration of loans
(application, processing, approval, disbursements and repayments) should be fully automated.
In addition, all credit reports should be generated through the system.
The key areas of monitoring include:

i.  Membership

ii.  Share capital

iii. Share deposit and saving

iv.  Loans issued and performance
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CHAPTER SIX

MONITORING AND EVALUATION

6.10verview

The chapter outlines monitoring and evaluation processes, data collection, analysis and

reporting

6.2Monitoring and Evaluation modality

The Monitoring and Evaluation (M&E) process for the community financing shall be entrenched
in the FSRP monitoring and evaluation framework and will track progress against the result
indicators contained in the FSRP Results Framework. The system will also track progress in
implementation against timescales and targets, as well as resource use against budgets, as
set out in the Annual Work Plans and Budgets (AWP&B), for each community intervention,
the results will be tracked on monthly basis via input-output monitoring, where inputs include
investment costs, quantities of inputs and will be compared with outputs achieved against
annual targets. Process monitoring will focus on areas that are critical for meeting the project’s
objectives, such as the progress of training/capacity building initiatives and execution of

financial grants.

6.3Monitoring

CPCU and NPCU M&E teams will be monitoring all SACCOS and community institutions on
quarterly basis. The following parameters will guide the monitoring exercise;
e Number of SACCOs under the Program
e Number of SACCOs that have applied for the Matching Grant were the proposals were
forwarded through CDDC
e Number of SACCOs that have benefited under the Matching Grant
e Amount approved by CPSC (Ksh).
e Did all proposals receive a “no objection letters” before disbursement?
e Amount retained at CDDC (Ksh).
e Number of MG beneficiaries that have also received IG
e Is there a signed MoU between;
o County and CDDC
o CDDC and SACCO
e No. of Tripartite Agreement (TA) signed by these beneficiaries
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Community institutions (CIG/VMG/CDDCs/SACCOs), which are the implementing units, will
use the indicators for monitoring their performances. SACCOs shall monitor using the
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indicators provided and report to the NPCU and CPCU as required.

6.4Performance Indicators

For effective monitoring, the following indicators will be used:

e Input Indicators: Measuring inputs such as number of training materials, staff
members, and infrastructure among other indicators that describe what goes into a
program.

e Process or Activity Indicators: Measuring more process-oriented activities such as the
number of training workshops conducted, nhumber of site visits etc. This will target the
number of activities or their level of completion.

e Output Indicators: Measuring the end results of communication components such as
the number of staff members trained, number of materials distributed, number of
cooperatives established, etc.

e Outcome (effect) Indicators: Measuring the change in systems or behaviors resulting
from the achievement of an intermediate goal/result/target (objectives), such as
percentage adoption of TIMPs or percentage absorption of finances.

The indicators are as stated in table 7
Table 7: Performance Indicators

Total No of wards with SACCOs

Number of SACCOs registered

Number of SACCOs mobilized

Number of SACCOs Automated

Total registered Members in SACCOs (disaggregated into male & female)

ua| A W N =

5.1 Fully paid up and active members

5.2 Partially paid-up members

5.3 Inactive/dormant members
No of CIG/VMGs affiliated to SACCOs

Total registration fee

Total share capital

O O N| O

Total savings/deposits
10 | Amount of IG, Matching Grant
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11 | Amount of IG, Matching Grant

13 | Total loan disbursed to members disaggregated in male and female

14 | Type of agricultural loans developed/value chain

15 | Total members who have received loans (disaggregated)
16 | Total Portfolio at Risk (PAR)

16.1 Total amount at risk

16.2 Portfolio at Risk (PAR) Rate (%)

17 | Portfolio at Risk per each agricultural loan product

17.1 Name of the product
17.2 Amount at risk
17.3 Portfolio at risk (PAR) Rate (%)

18 | Dormant loans

6.5Evaluation

To provide credible information to the decision makers / project management teams to identify
ways to achieve more of the desired results, evaluations shall be done at midterm of the
project. The outcomes shall be assessed against the set targets and status at the baseline
review. At the end of the project an end term evaluation shall be done to assess the
effectiveness, efficiency, impact and sustainability of the FSRP project. A baseline survey shall
be conducted to build a basis of measuring progress of the community institutions. Project
midterm evaluation and end term evaluation shall be done to assess the impact and

sustainability of the community institution financing model.

6.6Data collection and Reporting

The SACCOs, CIGs/VMGs, FPOs and CDDCs shall maintain active records of the performance
indicators for ease of monitoring by the NPCU and CPCU M&E teams.
The baseline information, success stories and case studies shall be documented and shared

with relevant stakeholders.

6.7Review of the Manual

The manual is a live document and shall be reviewed within the project life to accommodate
changes in the implementation strategy of the project and the environment of the

implementers.
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CHAPTER SEVEN

GRIEVANCE REDRESS MECHANISM

7.10verview

The chapter outlines the grievance redress mechanism that will be applied during project

implementation.

7.2Grievance Redress Mechanism

A Grievance is an expression of dissatisfaction related directly to the delivery of services,
actions or behavior of anyone involved in implementing FSRP, may it be a member of staff or
a project beneficiary or any other stakeholder as well as non-beneficiaries. It is a specific
expression of dissatisfaction that expects a response. It is a concern or complaint raised by
an individual or a group within communities affected by project operations. Community
financing manual addresses Inclusion Grants and Matching grants related grievances and shall
deal mainly with the SACCOs and CIG/VMGs.

The project has a grievance mechanism that is cross cutting and ensures all grievances arising
from the project activity are amicably resolved and recorded accordingly for continuous
improvement. On the other hand, SACCOS are regulated by The SACCO Societies (Non-
Deposit Taking Business) Regulations, 2020 which define the dispute resolution mechanism
between SACCOs and their members who in the case of this project are the CIGs/VMGs

members.
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7.3Annex 1: MOU between SACCO and CDDC
Memorandum of Understanding between SACCO and CDDC

MEMORANDUM OF UNDERSTANDING

By and between:

................... Savings and Credit Cooperative Society Limited

and

................... Community Driven Development Committee

On Implementation of

Food Systems Resilience Project

Dated
Day of 20
This Memorandum of Understanding is made amongst the ............cccocciiiiiiiiineens Savings
and Credit Cooperative Society Limited and .............ccccooeeeeeenneenn. Community Driven
Development Committee of .........c...ccuue...... Ward collectively referred to as “the Parties.”
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WHEREAS,

A. The Republic of Kenya (Recipient) has negotiated and signed a Financing Agreement
with the World Bank for the Food Systems Resilience Project (FSRP)

B. The Recipient has agreed with the World Bank that the Ministry of Agriculture and
Livestock Development (MoA&LD), is the lead implementing agency for the Project and 13
eligible counties are the executing agencies upon entering into Participation Agreements
with the MoA&LD;

C. The County Government of ................ has signed a Participation Agreement with
MoA&LD for the implementation of Food Systems Resilience Project activities in .................
County, part of which will involve creating a platform for common interest groups and
vulnerable and marginalized groups formed by participating smallholder farmers to access
affordable credit for Technology, Innovation and Management Practices adoption aimed at

increasing their farm productivity and profitability.

D. The i, Savings and Credit Cooperative Society Limited has been
identified by the County Government of ........................ as an eligible SACCO for reaching
out to participating smallholder farmers in ...........ccccccueee.... Ward in ...,
County.

E. The CDDC at the ward level will link the CIG/VMGs to the SACCO and FPO.

NOW THEREFORE,

In consideration of the commitments and agreements contained herein, the Parties hereto

agree as follows:

1. PROJECT IMPLEMENTATION MANUAL

1.1. The Project Implementation Manual (as defined in the Financing Agreement)

constitutes an integral part of this Memorandum of Understanding.

1.2. Unless the context requires otherwise, the capitalized terms used in this Memorandum

of Understanding have the meanings ascribed to them in the Financing Agreement.
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3. OBLIGATIONS OF THE SAVINGS AND CREDIT COOPERATIVE SOCIETY LIMITED

3.1 The Savings and Credit Cooperative Society Limited may become eligible for allocation

of Food Systems Resilience Project resources upon compliance with the following minimum

conditions:
Signing of Memorandum of Understanding with the .................... Community Driven
Development Committee of .........c.cccccvvveeinene. Ward;

Opening a separate bank account designated to the Project with a commercial bank
acceptable to the World Bank, with the Chairperson and Treasurer of the Savings and Credit

Cooperative Society Limited being mandatory signatories;

Undergoing training organized by the Project on policies and procedures governing

management of Food Systems Resilience Project funded activities.

3.2 To be eligible to continue receiving Food Systems Resilience Project resources, the
Savings and Credit Cooperative Society Limited will be required to meet the following

minimum conditions:

Demonstrate that the Savings and Credit Cooperative Society Limited is making good
progress in expansion of its membership to eligible farmers (beneficiaries) targeted under
the Project within the areas of the Savings and Credit Cooperative Society Limited
jurisdiction

Demonstrate Develop appropriate Loan products contribution to supported enterprise

development projects as outlined in the Project Community Driven Development Grants

Manual; and

Ensure timely submission of quarterly project technical and financial reports

3.3 The Savings and Credit Cooperative Society Limited is expected to:
Develop appropriate agricultural Loan products.

Appraise, carry out and verify its activities under the Project with due diligence and
efficiency and in accordance with the Safeguards Instruments, and the Anti-corruption

Guidelines as detailed in the Project Implementation Manual.
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and the World Bank to monitor the progress of its activities under the Project and the
achievement of Project objectives.

Enable the County Government, Recipient and the World Bank to inspect enterprise
development project activities undertaken within the community, the Savings and Credit

Cooperative Societies operations, and any relevant records and documents;

Prepare and furnish to the County Government, the Recipient and the World Bank such

information as reasonably requested relating to the performance of the Project; and

Exercise its rights and perform its obligations in implementation of the Project in the
community in such a manner as to protect the interests of the County Government, the
Recipient and the World Bank, and to accomplish the purposes of the Project.

3.4 The Savings and Credit Cooperative Society limited shall carry out activities in
accordance with agreements set out in this Memorandum of Understanding and use funds
within eligible expenditure areas and adhere to Environmental and Social Safeguards as

outlined in the Project Implementation Manual.

3.5 The Savings and Credit Cooperative Society limited shall ensure that all reporting
including financial and technical reports are compiled and submitted as per guidelines in the
Project Implementation Manual and ensure a proper compilation of any complaints on issues

of environmental and social safeguards, procurement, fraud and corruption.

4. The CDDC
The CDDC is expected to:

Act as the liaison between the Project, and the community (Common Interest Groups/

Vulnerable and Marginalized Groups).

Mobilize Common Interest Groups/ Vulnerable and Marginalized Groups to join the Farmers
Producing Organizations and Savings and Credit Cooperative Society Limited by sensitizing
and encouraging the Common Interest Groups/ Vulnerable and Marginalized Groups
members to join the Savings and Credit Cooperative Society Limited in order to boost

membership, where every Common Interest Groups/ Vulnerable and Marginalized Groups
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members will be expected to become an active Savings and Credit Cooperative Society

Limited member;

Oversee the disbursement of the matching grant to Savings and Credit Cooperative Society

Limited and ensure accountability measures are in place.

Vet the proposal from the Savings and Credit Cooperative Society Limited as per the set

criteria.
Keep records of all the proposals forwarded to County Program Coordinating Unit; and

Support in recovery of defaulted loans in collaboration with Savings and Credit Cooperative
Society Limited and Common interest group leadership.

5. VALIDITY

5.1. This Memorandum of Understanding shall be valid from the last signature by the
Parties below to the end of the Project period as stated in the Financing Agreement or such
a later date as may be modified by the Recipient and the World Bank.

5.2. This Memorandum of Understanding will become invalid in the event of cancellation of
the Financing Agreement by the World Bank or in the event of either party negating the
contractual obligation before the end of the Project period; any party can only pull out
provided they have no outstanding liabilities.

5.3. Party through a three-month’s written notice may terminate this Memorandum of

Understanding.

6. DISPUTE RESOLUTION

6.1. This Memorandum of Understanding shall be governed and construed in accordance

with the laws of the Republic of Kenya.

IN WITNESS WHEREOF

The Parties hereto, acting through their duly authorized representatives have caused the
Memorandum of Understanding to be signed in their respective names as of the day and
year first below written.
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For and on behalf of:

NAME OF CHAIRPERSON
on behalf of the SACCO

(SACCO stamp)

Witnessed by:

For and on behalf of:

NAME OF CHAIRPERSON
on behalf of the CDDC

(CDDC stamp)

Witnessed by:
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7.4Annex 2: Inclusion Grant Application Form

INSERT LOGO

Name of the SACCO:

Physical Location: Trading Centre/Town, Ward, Sub-county, County,
GPS Location:

Postal Address:

Contact Person(s):

Type of Grant: Inclusion Grant

Amount Applied for: (both in words and figures)

Submitted to: CPCU.........ccccvevvenene COUNTY

Compiled and submitted by:

SACCO Chairman:

Name: ... ID NO. eveeeieee
Mobile number ... Signature: ...........c.c....

SACCO Secretary:

Name: ... ID NO. eveeeiieee
Mobile number...........ccccoviiiiininns Signature: ...........c.c....
SACCO Treasurer:

Name: .......cccooviii IDNO. cooeviiiie
Mobile number...........cccceeeeiiiieeiins Signature: ..................
Date:
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Introduction | Common bond of membership,
and Total Membership (M, F, Y), indicate the number —CIGs, VMGs and PO (as a corporate)?
Background | Current status, activities and services offered to members
Vision, Mission and Values
The
objectives Provide the objectives and justification for requesting for the Inclusion grant (1 paragraph).
and
justification
of the
Inclusion
Grant
applied for
Proposed Give details of the items/activities to be financed using the inclusion grant
items/activiti | Indicate the period/duration that these items will be bought and when activities will be implemented
es to be Item/Activities Propos [Own | M M |M|M|M|/M|M|M|M |MLl | MI |M1 |Inclusi
financed ed Cont |1 (2 |3 |4 |5 |6 (7 |8 |9 |0 1 2 on
Budget |r. Grant
Reques
t
1| Rent
2 | Bookkeeper Salary
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/ Reiencsytternet connectivity and SMS
3| Bundles

4 | API Integration (B2C/B2B).

5 | Stationary

6 | Member Mobilization

7 | Office Furniture

8 | Computer & Printer

9 | Fire/burglar proof Cabinet

Total

Request for | We ......cccc.ee. SACCO limited do hereby request for an inclusion grant of Ksh ............... (In words.......ceveeeeeeeiiiinnns
INCIUSION | oot re e eneenn )
Grant
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We certify that the preceding information is true.

SACCO Chairman: .......cccccevveeeinennns Signature................. Date...............
SACCO Secretary: ....cccccevceeeeiieeenne Signature.................. Date...............
SACCO Treasurer: .....ccccceeveveeeicenennns Signature................. Date................

(For official use only)

Forwarded by (Ward NAme)........cccueeiiiiieeiiiee ettt CDDC

CDDC Chairman .......cccccocvevveeiieesiee e Signature ............... Date.....ccccevvieeieeee,
Official Stamp

Comments by the CPCU:

Recommended: Yes No Date of Meeting: ........cccevevvernen.

CPCNamMe ..o Signature ...,

(Attachment ...CPCU minutes of meeting)

CommeENtS DY the CTAC: ....eoi ettt e e e e e e et e e g e e s e anaes
Recommended: Yes No

Date of meeting: .........c.........

Chairman Name: ..........cccooveeeiieeeecinen. Signature: ...

(Attachment — CTAC minutes)
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Comments by the CPSC:

Approved by the CPSC: Yes No
Chairman Name...........cccccceeveeene Signature....................
Date: ..o, Official rubber stamp:

(Attachment — CPSC Minutes)

Annexures: All the attachment
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7.5Annex 3: Matching Grant Proposal Format

1. Cover Page
LOGO

Name of the institution:

R&eo—

Bl

o0d Systems
ilience Project

[ o 0}V Lot T I 1o Yot T ] 3 1

Ward:

Sub county:

County:

GPS Coordinates

Address:

Contact Person:
position

Submitted to:

Date:

2.Preliminaries:
Table of Contents:
List of Tables:

List of Figures:

Executive summary: (Should be concise overview of institution Business Plan)

Acronyms and Abbreviations:
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3. INTRODUCTION

4 Sector Overview

Financial Scenario / environment in the County, sub county and the ward ):

Brief overview on agricultural financing in the county with emphasis on players financing

agriculture, types of products offered and challenges faced

show the short term and long-term changes foreseen in the sector, indicating whether there is

growth in agricultural loan products or not

Show how the SACCO to take advantage of the changes

5 Background information:

6. Profile: Name, Location, Cooperative Society (CS) Number, Date of Registration, Common
Bond of Membership (Agricultural Value Chains), Area of Operation of the SACCO

° Sub county
° Wards

° Branches

7. Total Membership (M, F, Y as shown below), indicate the number

No Type of Federated Group

Group No. Name of Zones
1 CIG
2 VMG
58
3 FPO
4 IPs in each Group
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19. STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS (SWOT)

ANALYSIS

STRENGTHS

What areas is the SACCO best in and is in
control of in terms of Products, Equipment,

Human Resource Management

WEAKNESSES

What is within the power of the society that oL
better than is currently being done? Consider !
Human Resource, Facilities, Costs, Marketing, |

Communication

OPPORTUNITIES

What is outside your organization that you
can tap on to improve your performance and

management,

What lessons can be learnt from the

competition,

What niche areas in the market can you
concentrate on to improve the SACCO

performance

THREATS

What factors outside the organization are likely

the business
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20. STRATEGIES TO BE DEVELOPED
Highlight the critical issues that will support the SACCO business effectively
Develop and or review of a strategic plan

Indicate activities, timelines and operational structures, Who is responsible and expected

outputs

Loan Policies, credit policies, Setting Up Offices and Recruitment of Book Keepers
Automation of the Systems.

Hardware Software Development/Review Installing and Internet

Internal Controls put in place

21. Growth Strategies put in place on the following areas
Mobilization and Recruitment of Members

Development and marketing of appropriate Agricultural Products
Recruitment and Retention of Employees

Building Partnerships and Collaboration

Management of Loan Delinquency

Monitoring and Evaluation

22. Compliance: Maintaining mandatory books, audit, KRA returns, MOUs with the county,
AGMs, constitution and operationalization of committees and sub committees, approved

budget, wealth declaration and indemnity
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23. Financial Management Strategies:

° Indicate the cumulative number of members to be recruited and the potential share

capital and savings that each CIG/VMG will contribute over a 5 year period (Business growth).

The first-year projections should be done on a month to month as shown below

Year one

Month 1|12 (3

10

11

1.

Membership

Share Capital

Savings

24. Five-year projections

Year

Membership

Share Capital

Savings
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Request of funds: the funding to members is based on deficit
Bank account for the SACCO: The account verified

Funding budget: projections of the revolving fund of the SACCO (as example shown

below).Indicate the items in the budget appropriately

25. The Budget SAMPLE

Year 1 2 3 4 5

A. Projected funds:

Loans from the Project

Interest from loans

Total

B. Expenditure:

Loans to be disbursed

Automation (KES)

Bookkeeper

CIG treasurer

Surplus/Deficit (A-B)

26 Sustainability: Key Performance Indicators (Increase in Membership, Share
Capital, Savings, Increased Lending, Profitability)
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requires certain support services or relevant infrastructure to enable it to operate
effectively e.g. insurance, banks, legal Services, government and development

partners, regulators and National Cooperative Organizations (Nachos)

28 Risks and Mitigation: susceptible to social, environmental, financial,
Technological, operational risks  (policies, failed processes, systems or events

that destruct business).

Identify key challenges that may face the implementation of the project. Make

proposals on various ways to mitigate the identified risks.

29 Monitoring and Evaluation:

Evaluation to be done quarterly to see whether objective, targets and vision of
the SACCO is being met.

Monitoring to be continuous

Activities Planned | Timeline | Responsible | Achieved | Variance | Remarks

CIG/VMG

recruitment

Savings

mobilized

Share capital

Loans granted

Automation

Strategic plan
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Indicate a feedback mechanism in terms of reporting.
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7.6 Annex 4: CDDC Screening Criteria

Parameters

Description

Yes / No

Remarks

Number of CIGs/VMGs members
in the Ward saving in the SACCO

A minimum of 300 CIG members

Frequency of meetings at
CIG/VMG level

More than 80% Group members

meet and save regularly

The CIGs/VMGs are cohesive and

have a leadership

Presence of other
stakeholders/partners willing to
support the FIMG

Number of PO /Off takers supporting
CIG/VMGs to market produce.

POs and CIGs/VMGs have signed the

agreements

Number of input service providers
working with CIG/VMG

The amount of MG applied for, is
equivalent to CIG’s total share
capital and savings contribution

at that time of request

A minimum of Ksh 300,000 in the

first trance request

A minimum of Ksh 200,000 in

subsequent requests

FPO

Is operational and its area of

coverage includes the ward

Serves the CIGs/VMG member in the

ward
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7.7Annex 5: Commitment to use MG for intended purposes

To CPCU

County

Commitment to use MG for intended purposes

We, the undersigned who are the bona fide co-operative leaders of the
SACCO hereby affirm that we will ensure all the funds under matching grant will be applied for
the intended purposes. We further affirm that during the project period, these funds will be ring

fenced and revolved for the identified agricultural value chains.

The funds after following duly approved purposes as outlined in the Community Finance manual
and guidelines, we in conjunction with the CIG/VMG leadership develop products aimed at
incentivizing TIMPs adoption. The funds will be held in a project dedicated account and
transaction records for each member accessing MG will be documented separately from the
normal SACCO operations. The funds will target only FSRP beneficiaries who are members of the
SACCO, and no member will get more than what is stipulated in the CFM. All SACCO (for
conventional SACCOs) will charge a maximum interest rate of 12% or (for Sharia compliant
SACCOs) administrative cost not exceeding 10%; and will also develop appropriate agricultural
credit products and ensure that application form and loan applications and approval are hosted

on the easy SACCO platform.

I declare that I have READ, UNDERSTOOD AND will ensure I will compile with the
requirements of CFM and guidelines. I also declare that if the matching grants are not
applied for the intended purposes I will be held jointly and severally liable and the amount

indemnified will be recovered following the due process.

Chairman sign Date
Treasurer sign Date
Secretary sign Date
Chairman credit Sub committee sign Date
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An agreement amONGSE ........ociiiiiiiii i Saving and Credit Co-operative
Society Limited

AND

................................................................................................ Producer Organization

..................................................................................... Common Interest Group OR Vulnerable and

Marginalized Group

VALUE CHAIN(S): rvvovvoeeeeeeeeee e eeeeeeseeeseeeseeseseesseseesseesssees e esesees s ees s ses e eeseessenes s sseeeseesene

On producing quality farm products supporting TIMPs adoption through provision of affordable
seasonal loan products, competitive marketing of the products and ensuring timely payment of

members produce and loan repayment.

PREAMBLE

The objective of this TA is to establish, strengthen and operationalize a cooperation framework

between the parties.
The aim of the tripartite agreement is three-fold:

This TA therefore sets out the framework and modalities for collaboration between SACCO, FPO
and all CIGs/VMGs affiliated to the SACCO and FPO

WHEREAS SACCO, FPO and CIGs/VMGs have different mandates, the parties recognize that
working together and drawing from their synergies is critical and mutually beneficial to their long

term sustainability in addressing the project objective of increasing productivity.

RECOGNIZING:
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1) The fact that they are serving the same farmer to increase production;

2) The negative effects and cost of working in silos has detrimental effects on patronage of

members and on their survival;

3) That perceived failures in effectively addressing food security has an adverse effect in the

country

THE PARTIES HEREBY AGREE TO COLLABORATE, under the terms and conditions set forth in this

Tripartite Agreement herein

Article 1
PURPOSE AND SCOPE OF THE MOU

The purpose of this TA is to develop and expand the scope of cooperation between SACCO,
Producer Organization and CIG/VMGs in addressing agricultural production by addressing the key
constraints that affect the farmer in terms of adoption of TIMPs, market penetration and access

to affordable credit facilities.
Article 2:
AREAS OF COLLABORATION

NOW, THEREFORE, the parties on the basis of mutual respect, equality and mutual benefit intend,
as appropriate and within the scope of their respective mandates, to undertake to co-operate

closely and consult with each other on a regular basis and therefore agree on the following:
2.1 Increasing agricultural productivity at CIG/VMG level

The objective of increasing agricultural production and productivity at the CIG/VMG level is to
ensure that the FPO can source for sustainable market outlets by provision of required quality at

the right time.

Collaboration will entail developing a framework between the FPO, the Community Based
Facilitator and CIGs/VMGs on building capacity for TIMPs adoption based on market requirements

and aggregation mechanism and loan repayment infrastructure. In addition, a framework
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the FIMG seasonal loans will be accessed and the guarantee mechanism that will be adopted.
2.2 Adding value and marketing of the CIG/VMG produce

The PO will establish mechanisms for synergy in marketing of the produce at two levels:
2.2.1 Marketing of the CIG/VMG produce

a) Establish cost effective collection centers that serve the CIG/VMG members

b) Develop a mechanism that ensures integrity and accountability of farmers' produce in terms

of volumes collected.

¢) Where applicable put in place structures for adding value to farmers’ produce

d) Continuously source for competitive markets of farmers’ produce

e) Have feedback mechanisms to ensure quality and quantity at the market place is actualized.
2.2.2 Payment of farmers produce and loan repayment

The PO and the other parties shall carry out a joint mechanism on how to channel payment of
farmers’ produce and the individual loan recovery at the SACCO. That the PO will endeavor to
have a joint automated system with the SACCO for ease of sharing loan information among their

members
2.3 Provision of seasonal credit to the CIG/VMG members

The SACCO in collaboration with the parties shall apply for the FIMG in line with the laid down
structures and this money will be ring fenced for use by the identified CIGs/VMGs. The SACCO
will develop the seasonal credit loan products to suit the identified value chain of the beneficiaries.
The interest rate charged and application process must enhance accessibility and affordability of
this product. The SACCO will be responsible for the disbursement and repayment of the FIMG.
The SACCO will draw synergies of the CIGs/VMGs and the Community Based Facilitator in the

disbursement and loan repayment process.
2.4  Exchange of Information and Disclosure

The mandates of the parties are complementary to a large extent thereby requiring constant

consultations, exchange of information and disclosure on areas of mutual interest.
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This will include among others any information required in respect to anticipated production at

farm level, market requirements, seasonal credit packages and repayment trends of FMIG.

Article 3:
IMPLEMENTATION STRUCTURE

3.1 There shall be an Oversight Committee composed of top management from all parties to
provide a status report and strategic direction in the actualization of the TA. The Oversight

Committee shall hold bi-annual meetings.

3.2 There shall be a management committee at the SACCO and FPO, in line with the Co-operative

structure to oversee and coordinate activities in the implementation of the TA.

3.3 At the CIG/VMG level there shall be a duly elected representative to coordinate the activities
to actualize the TA.

3.4 Each of the parties hereto shall separately determine which of their respective members will
be members of the oversight committee; provided that each party shall ensure that such

representatives are persons of high integrity.

3.5 The parties shall designate contact persons to facilitate communication between the parties.

Article 4:
FUNDING OF ACTIVITIES UNDER THE TA

Each party shall bear the costs of implementing the TA.

Article 5: MONITORING AND EVALUATION FRAMEWORK

The parties shall agree on terms of monitoring and evaluation of the activities in the collaboration
framework. Evaluations to assess progress and impact of the collaboration shall be conducted

periodically as agreed upon by the parties.
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Communication to the public on matters relating to the implementation of this TA and the

outcomes thereto may be done jointly through the assigned reporting framework of .

Article 7: DISPUTE RESOLUTION

Where difficulties, disagreements or doubts arise between the parties regarding the
implementation or interpretation of this TA, the Oversight Committee shall endeavor to resolve
the matter by mutual agreement. The Oversight Committee will facilitate communication between

the parties on any matter affecting the implementation of the TA.

Any dispute, controversy or claim arising out of or in connection with this MOU that cannot be
settled amicably shall be resolved by way of arbitration in accordance with the Arbitration laws of

Kenya.

The place of arbitration shall be at the County headquarters and the language used in the

proceedings shall be English.
Article 8: REVIEW AND AMENDMENTS OF THE TA

If any party to this TA desires that there be an amendment/review of the provisions set forth
herein, then such party shall communicate formally to the other party indicating the area(s) for

review,

The Oversight Committee shall meet to consider and provide direction on the proposed
amendments/review. If agreed upon, then such amendments/review shall be incorporated into

the TA and signed by the parties.
Article 9: COMMENCEMENT AND TERMINATION
9.1 Commencement

This TA comes into force and shall bind each party from the date each of the authorized

signatories sign the TA.

9.2 Termination
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In the event that termination is sought, the Party seeking to terminate this TA shall serve a notice
of termination, in writing, to the other Parties. The Oversight Committee shall meet to consider
the request and give direction. In the case where termination is agreed upon, then such
termination shall become effective on the first day of the third month following the date of

agreement to ensure loans are repaid in full and marketing contracts are not compromised.

Where there is a case of serious breach of this MOU, either party may terminate the MoU with
immediate effect.

Article 10
Applicable Law

The Validity, interpretation, construction and performance of this MOU shall be governed in

accordance with the laws of Kenya.

IN WITNESS WHEREOF the undersigned, being the duly authorized representatives of the parties
hereto have signed this Tripartite Agreement:

SACCO CHAIRMAN
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7.9Annex 7: Due Diligence Checklist for Grants

SAVINGS AND CREDIT COOPERATIVE SOCIETY DUE DILIGENCE CHECKLIST
Provide background of the SACCO society:

Name:

Registration/No:

Date of Registered:

County:

Sub County:

GPS Location (Coordinates):

IMPLEMENTATION STATUS

1. Communication | Communication from | Letter from CPC to the

Feedback on the | CPCU on approval of | Cooperative Society

B the proposal

Acceptance letter Signed letter by the Management
from the Cooperative | Committee of the SACCO

Society to CPCU to
participate in Certified copy of the AGM / SGM
program Minutes by the Sub County

Cooperative Officer approving the
request for funding
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2. Disbursement
and

Implementation

(Compliances)

Attach documents
to confirm
adherence to the
funding conditions as
stipulated in the
CPCU letter

Executed Indemnity Form and
forwarding letter to CCD

Executed Wealth Declaration and
letter forwarding to CCD

Opened a Designated Bank
Account opened for the Project
Matching Grant

Current Bank Statement

Current /approved Audited
Accounts

Regulatory
compliance

Tax Compliance Certificate

Office ownership
The registered office
show any of the
following

Land Title Deed

Allotment / Offer Letter

Lease Agreement

Sale Agreement
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Funds (Financial Tripartite Agreements with POs /
Inclusion Matching Off-takers, CIGs/VMGs

Grant, Working
Capital, Farmer Led | Number of Tripartite Agreements

Irrigation with FPOs

Infrastructure

Development Number of Tripartite Agreements
Investment) with off-takers

List type of Value Chains
supported

Availability of Register of CIGs

Availability of Register of VMGs

Sub Account for members

Total shares and Savings of CIGs

Total Shares and Savings of
VMGs

Computer hard ware and
Automation Soft- ware installed

Does the society plough back the

interest
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List Agricultural Loan Products

Supported

Availability of Loan Delinquency
Management System

Remittances

Does the SACCO have employees

Remittance of PAYE

Remittance of NSSF

Remittance of NHIF

Has the Society Updated
members register?

3. Terms and

conditions

Membership

Active

Dormant

Fully paid up

Partly paid up

CIGs Recruited
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Clusters VMGs Recruited
(FPOs/CIG/VMG)

Membership:

CIGs Male:

Female

VMGs Male:

Female

IPs Male Female
Gender Management Committee

Mainstreaming and | Members:

Inclusion Male Female
Youth
Supervisory Committee Members
Male Female
Youth
4. Sustainability | Agreements Register of CIGs and VMGs

Evidence of Agreements

Insurance for Loans

Loan guarantee and security
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Accountability
and Disclosures

5.Sub - Executive (Finance
committee in and Administration
) Management Committee Meeting
lace
P Tl Minutes that constituted the Sub
corTies Committees signed by the County
Director of Cooperatives
Education and
Training
Procurement
6. Accounting System Approved budget
Documentation,

Internal Control System in place
(Primary Accounting Documents
e.g. Cash Books, Receipts,

Payment Vouchers)

Monthly and quarterly Trial
Balances extracted

Monthly Bank Reconciliation
Statement prepared

Up to date Audit report

Cooperative Human

Resource Capacity

Manager

Accountant
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