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. EXECUTIVE SUMMARY

Qualitative Impact

Qualitative impact continues to grow as FIRMs deepen the achievements from current partnerships
and the network of relationships is expanded, especially outside traditional financial institutions, such
as banks, DTMs and MFls.

The cumulative effects of leveraging and compounding are beginning to significantly contribute to the
impact FIRM has on the financial sector-.

Currently, FIRM has over |50 partnerships in the following areas:

o Commercial Banks

e MFI DTMs

e NGO MFls

o SACCOs (Credit Unions)/Specialized Providers

e Government of Kenya Agencies

o Donor Projects/Associations

o Business Service Providers with the addition of new clean and renewable energy enterprises.
¢ Value Chain Businesses

e County Governments

FIRM works throughout the country its network of financial service providers and their nation-wide
branch locations but the project is focused on USAID’s designated FTF zones.

During the reporting period, FIRM produced a total of 45 deliverables and released 9 RFPs for new
areas of support. Those deliverables are discussed in the Key Achievement section the documents
are itemized by month in the Annex.

Quantitative Impact

FIRM continued to produce significant results. The rationale supporting project achievements are
described in the Lessons Learned section on page 7.

Project Administration

FIRM continued to implement the changes approved in Modification #5 from USAID in late February
2014. These changes include the addition of new personnel and incorporates increased work in
renewable energy and adds new activities to support Kenya’s new county governments.

Next Quarter’s Work Plan

FIRM continues to meet progress on the original work plan to increase access to finance. With the
new modification, FIRM prepared a supplemental work plan to address the new county investment
support activities; this work plan was submitted to USAID this quarter and we are awaiting approval
for this workplan and the proposed new indicators. The new indicators will be incorporate into the
quarterly and annual reporting as proposed once approved.
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II. KEY ACHIEVEMENTS (Qualitative Impact)

Agriculture

PanXchange & Lesiolo Grain Handlers (LGHL): FIRM is supporting LGHL to develop a web-
based cash commodity sharing platform. The platform is being developed by PanXchange over an 8-
month period, which includes a two month pilot. The platform will enable LGHL to purchase grains
cereal from smallholders, bulk and sell to large corporate buyers and competitive rates. The buyers
on the platform will either deposit cash with LGHL or provide security mainly in form of bank
guarantees to support the transactions. Once a transaction is closed, the smallholder’s account will
be credited within 48 hours. The smallholder will have agreed on selling price when delivering their
produce to LGHL and will receive a definite amount for their produce. Subsequently, the
smallholders will have an option of waiting for cash or having the warehouse receipt discounted.

KERUSSU: FIRM helped the Kenya Rural SACCO Societies Union develop a strategic plan. The
strategy will guide the Union in strengthening its technical, financial and lobbying capacities. The
strategic business plan was validated by the board, technical committee and management of the
Union in May 2014. The establishment of a lending subsidiary and a Research & Innovation Center
within KERUSSU have been identified as key priority areas for execution. VWhen established, they
will increase the capacity of affiliate SACCOs to obtain cheaper alternative finance, innovative
products and services.

KLIFT/Nawiri Dairy Partnership: FIRM facilitated a partnership between the Kenya Livestock
Finance Trust (KLIFT) and Nawiri dairy, the only dairy Cooperative in the Kisii region. KLIFT will
avail financing to Nawiri dairy farmers who have faced challenges in accessing finance. In addition,
Nawiri Dairy has presented a proposal to KLIFT for the purchase of a chilling plant.

KLIFT: KLIFT opened a new branch in Kericho in line with their five-year strategic business plan
that was developed with technical assistance from FIRM. KLIFT has operations in Western, Rift,
Nyanza, middle Eastern and Central regions with the only central office in Nairobi. Opening up of
new offices will increase KLIFT’s outreach and customer service delivery.

EADD (East African Dairy Development): FIRM is assisting EADD to develop strategic
business plans and product development for its dairy Financial Services Associations located in HR
and concentrated in the central Rift. The assignment commenced in June and will run for 12 weeks..
The objective of the assignment is to build the capacity for the FSAs to add value to the dairy value
chain and production capacity of the farmers. Product development is aimed at the new FSAs while
product review and refinement is meant to align those with product offering to current business.

Adok Timo: FIRM commenced assistance to Adok Timo, an MFI operating in the wider Nyanza
region to develop a five-year strategic business plan that will drive business for the period 2014-
2018. The strategy will highlight areas of focus and existing weaknesses that have limited the
organization from effectively financing rural microenterprises in the region.

Transnational Bank: FIRM is supporting TNB in formulation of an agribusiness SME finance
strategy that will enable TNB identify viable financing opportunities in various agricultural value
chains. The bank’s focus has been in retail and corporate segments. A strategy with products in
agriculture financing will steer them towards the agribusiness and agriculture market within the SME
section of the value chains.

AWEP (African Women Entrepreneurs Program): FIRM signed a MOU with AWEP- an
NGO that empowers African women entrepreneurs to transform homes and societies by owning,
running, and operating small & medium-sized businesses, and by becoming voices for social advocacy
in their communities. FIRM will assist AWEP to develop a 3-year strategy that will give them a clear
roadmap to achieve their objectives.
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Moi Nab SACCO: FIRM signed an MOU with Moi-nab Sacco, a SACCO which aims to offer
accessible and affordable financial services to women to enable them venture into self-sustaining
business opportunities in the North Rift region. FIRM will assist them to develop a 5-year strategy
and also capacity building.

Neema HEEP: FIRM supported this NGO microfinance institution by reviewing their business
systems and with development of updated operations manuals including credit, finance, HR, IT
manuals. Neema HEEP Board and Management were also trained on marketing, loan management,
credit operations and customer service.

Sokoshambani: KIVA approved the 14-day loan product developed by FIRM for Sokoshambani
clients; smallholder potato farmers. KIVA also approved the loan application form developed for
this product by FIRM. This solidifies the partnership between KIVA and Sokoshambani and will see
KIVA lend USD 20M to smallholders requiring support to handle post-harvest expenses such as
purchase and stitching of gammy bags, hiring of extra labor to manage the harvest and transportation
of the potatoes to the Sokoshambani warehouse and respective restaurants. The loan attracts an
interest rate of 5% per year with a Kes.350 registration fee.

Juhudi Kilimo: FIRM assisted Juhudi Kilimo to launch its Bungoma branch. FIRM’s support saw
Juhudi market their agriculture asset loans in the region through a local dialect radio station over a
5-day period. During this period over 3,000 smallholder farmers signed up for loan assessment to
access various agricultural assets. The chief guest was the county’s Agriculture Minister who
indicated she was glad to have a financial partner in the region whose sole objective is to fund the
smallholders and pledged to work with Juhudi to increase food security in the region.

KERUSSU: The rural SACCO union runs a Savings and Credit Associations (SACAs) development
program with an aim of gradually developing them to the level of SACCOs. The associations run
informal savings and credit programs alongside social welfare. A baseline survey has been completed
for 50 SACAs and defines a way forward for the development of the village bank modeled informal
entities. The survey recommends differentiated education, training and includes a model for the
development and set up of a model Sacco.

BIMAS: FIRM has undertaken to build the internal capacity of BIMAS in order to successfully
implement the 201 3-18 strategic business plan developed with the assistance of FIRM. The
assignment will assist the development of operational manuals, process maps and training and has
already commenced. The training will include a TOT program and board training. BIMAS intends to
have over 80,000 clients by the end of the strategic plan period and increased rural penetration. The
capacity building will greatly support this strategy.

Cresent Takaful SACCO (CTS): FIRM signed an MOU with the first Sharia-compliant SACCO
with current operations in Nairobi and Garissa. CTS is interested in rural expansion with an
agriculture, youth and women proposition. FIRM intends to support them to develop a rural
expansion strategy to enable them open strategic business activity in Isiolo, Garissa, Wajir, Mandera
and Mombasa.

Skyline SACCO: Skyline SACCO is an affiliate of KERUSSU based in Eldama Ravine, Baringo
County with operations in Baringo, Uasin Gishu, Elgeyo Marakwet and Nakuru Counties. An MOU
has been signed with Skyline to partner in the development of a strategic marketing plan and product
development/refinement. The SACCO’s business is mainly directed towards the dairy and
horticulture value chains. The plan will assist the SACCO to expand its market, offer competitive
and relevant products. The capacity of the staff to sell, manage and appraise business from the
products will also be addressed through training.

Metropol: Metropol submitted it first three deliverables on the credit information sharing
awareness campaign. The reports are from Kitale, Eldoret and Nakuru where a total of 350
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microenterprises were trained on the benefit of credit reports and how good credit records serve
as instruments of negotiation for better credit terms. |38 microenterprises of the trained
participants signed up for credit reports from these forums, these microenterprises will proceed to
access credit from either Equity Bank, Jamii Bora or CBA at subsidized rates and faster turnaround
time.

Micro Africa: FIRM assigned a consultant to train the Management of Micro Africa on Leadership
and Change Management. The staff will be trained on marketing, loan management and customer
service. In addition they will also be trained on change management and interpersonal skills. Micro
Africa is a DCA credit guarantee recipient and has in the past received support from FIRM to
review its MIS which led to systems development and upgrading. This upgrading led to business
growth which necessitated the staff and management training

Nitunze SACCO: FIRM signed an MOU with Nitunze and undertook a rapid internal and market
assessment. The SACCO has been serving the sugarcane farmers in the Kakamega, Busia and
Bungoma Counties. The Sacco has major environmental challenges arising from the current
sugarcane industry shortcomings. From the assessment, Nitunze SACCO will need to stabilize its
financial performance, build staff and board capacity and improve its market positioning in
partnership with FIRM.

Kisii County Youth Bunge SACCO: FIRM signed an MOU with the youth SACCO based in Kisii.
The SACCO brings together youth in Kisii County and has so far mobilized more than 1,000
members. In the partnership, FIRM will assist build the capacity of the management committee and in
SACCO management and further to structure products for the youth who are mainly running
agriculture, transport and trade enterprises.

Wakenya Pamoja SACCO (WPS): FIRM held discussions with WPS with a view of assisting the
SACCO to transform its microfinance department to a Microfinance Bank and support the main
SACCO activity through development of operational manuals and capacity development.. The
SACCO’s microfinance operations have 25,000 clients and a portfolio of approximately KES. 200M.
The SACCO has forwarded a concept note with a request for technical assistance to guide the MFI
activity transformation.

Gakindu Dairy Cooperative Society: The dairy marketing Cooperative is based in Nyeri County
with 1200 members and is a partner of Kenya Livestock Finance trust. FIRM technical team held a
workshop with the board and management to discuss the business plan and the program set up. The
society is interested in setting up a lending program to support the value chain in its operations
(dairy) and a biogas project for its farmers. The cooperative is seeking to finance farmers’
contribution to the project.

Current Facilities’Enhancements

Development Credit Authority: Below is the updated DCA table as at June 30, 2014. FIRM is
providing technical assistance and CMS support to the new partners to ensure utilization of the
facilities and up-to-date reporting. USAID Kenya is still in the process of cancelling the facility with
Fina Bank (now GT bank). The subsidy recovered will be added to the pool of funds available to
close new deals for FY 2014/2015. Housing Finance Kenya disbursed its first loan of $IM to the
Embu Water and Sewerage Company (EWASCO) that was booked under the DCA guarantee.
KCB attributes the slow utilization of both agriculture and water DCAs to slow product approval
and coding processes internally. However they are targeting large SMEs and county government
utilities and anticipate higher utilization rates in Quarter 4. Going forward, FIRM will synchronize
its reporting cycle with the CMS bi-annual reporting schedule in order to ease the reporting
burden on partners who are beneficiaries of both DCA and FIRM technical assistance.




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Parther start End Sector Value (%) Utilization Claims Total Subsidy
%

Financial
Institution

l. BOA/Faulu 9/08 9/16 | Health 5,000,000 100% 0 | 250,000
Kenya DTM
2. Equity Bank 9/08 9/15 | Micro 1,012,270 100% 0 4 0
3. K-Rep Bank 9/08 9/16 | Water 4,004,614 71% 0 29 365,500
4, Oikocredit 9/08 9/18 | Micro 8,987,730 67% 578,511 14 0
5. KCB 9/10 9/17 | SME 5,750,00 100% 0 845 0
6. Fina Bank 9/l 9/16 | Ag 4,500,000 0% 0 0 302,400
7. Acumen Fund 3/12 9/17 | Energy 1,000,000 100% 0 0 90,200
8. KCB 9/12 9/18 | Ag 15,000,000 1.40% 0 50 370,500
9. KCB 9/12 9/22 | Water 5,500,000 0% 0 0 493,350
10. KWFT DTM 9/12 9/19 | Ag/Energy 5,000,000 100% 0 45,000 120,000
1. Micro Africa 9/12 9/19 | Ag/Energy 2,000,000 23% 0 121 48,000
12. SMEP DTM 9/12 9/19 | Ag/Energy 4,000,000 95% 0 7,407 96,000
13. Multi-Party 9/12 9/19 | Ag/Energy 2,000,000 0% 0 0 48,000
Reserve
14. Rafiki DTM 9/13 9/18 | Ag 2,500,000 0% 0 0 135,500
I5. Housing 9/13 9/25 | Water 6,000,000 16.66% 0 0 420,000
Finance
l6. AGF/Jamii Bora 9/13 9/18 | SME 12,000,000 0% 0 0 -
17. KCB/General 9/13 9/23 | Health 10,000,000 0% 0 0 660,000
Electric
Totals 88,504,614 578,511 53,471 3,399,450

Agriculture Policy

National Economic Social Council: FIRM supported NESC’s Credit Guarantee Schemes book
launch in May 2014. The book titled Credit Guarantee Schemes, the road to expanding business and
investment in Kenya articulated the journey that informed the development of a Kenya Credit
Guarantee Scheme Bill and Policy. The book summed up the desk review on the need and demand
for CGS in Kenya and the findings from the empirical survey that validated the desk review findings.
The book had a section on recommendations, some of which have already been implemented
including the need for a legal framework which is the current Bill and Policy and consolidation of the
current guarantee schemes which was indicated as the way forward for the Women, Youth and SME
funds in the June 2014 budget.

Association of Microfinance Professionals Kenya: AMPK launched its 5 year strategy
developed by AMPK board members and the FIRM team. The strategy whose core strategic
objectives are growth related will see the association increase and retain its membership, commence
the process of accrediting microfinance professionals, consolidate information on the sector and
establishing systems and structures.

Association of Micro Finance Institutions: FIRM signed an MOU with AMFI that will support
AMFI train 160 employees from 10 rural based/ branched microfinance institutions over the next 3
months. The training will be a financial literacy training of trainers (ToT) to credit officers and
relationship managers of the selected institutions. An M&E tool will be developed to measure the
impact on training after the TOT, the topics most trained, the number of borrowers accessing credit
after the training and the loan performance of these borrowers.

Clean/Renewable Energy

Clean/Renewable Energy
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Equity Bank: Equity Bank signed an MOU with FIRM to receive renewable energy technical
assistance. This will see FIRM provide Equity Bank with technical assistance to build the capacity of
the institution in providing credit for renewable energy to microenterprises and SMEs.

Northern Energy Ltd: FIRM is supporting Northern Energy Limited with the development of a
biomass energy generation project that will be based out of Garissa County. The feedstock for this
plant will be Prosopis Juliflora (a weed commonly referred to as ‘Mathenge’), which was intended to
reduce desertification. A feedstock assessment exercise was launched in May 2014. In July 2014
Northern Energy will identify the exact quantity of Mathenge weed available and provide more
insights into how much energy the can be generated from that site.

KWET: FIRM visited Mombasa County to interact with KWFT borrowers who had taken
renewable energy loans including solar lighting and energy saving cook-stoves. The products were
developed by FIRM in 2012 and rolled out nationwide. The benefits included cash savings, which led
to increased funds available for their businesses and better education prospects for their children
who were able to study using solar lighting.

County Support

2nd Governors’ Conference FIRM attended the 2" governors’ conference held in Kwale County.
FIRM had an exhibition booth at the event and received hundreds of conference participants and

over 25 Governors and Deputy Governors who learnt more on FIRM’s objectives and its county
support work. Mark Rostal, FIRM’s Chief of Party, made a presentation on FIRM’s county support
activities.

Model County Cooperative Policy and Bill: The governance of the cooperative sector has been
fully devolved. Through the Council of Governors, FIRM is supporting the development of model
Cooperative Policy, Bills, and Rules for County Governments. During this quarter, FIRM organized a
series of stakeholder forums with Governors, Deputy Governors, and County Executive Committee
Members to review the draft policy and bills and solicit feedback. Through this process, the model
County Cooperative Policy and Bills were finalize. FIRM is now shifting to focus on the development
of model rules and regulations for the cooperative sector-.

County PPP Support: FIRM is supporting County Governments to better understand, identify,
and execute PPP-type projects. During the quarter, FIRM hired a consultant to review and provide a
briefing to County Governors, Deputy Governors, and CECs on the PPP Act and some of the basic
fundamentals of developing PPP projects. Further, FIRM also met with the PPP Unit, the national
organization tasked with overseeing PPP projects, to discuss support to Counties. The PPP Unit is
currently developing regulations to govern the PPP development process at the county level. FIRM
will provide support to the PPP Unit as requested.

FIRM County Internship Program: During the quarter, FIRM worked with the Council of
Governors to develop the structure of the County Internship Program. Through this program, FIRM
will select and sponsor young Kenyan to work in County Governments. The program will provide
the youth with important work experience and a deeper understanding of the functioning of
devolved governments. Interns will be selected and deployed next quarter.

Bomet County: FIRM is partnering with Bomet County, paving way for FIRM to support the
county’s strategic planning, development of various bills, SACCO capacity building. FIRM has also
reached out to its partner Kenya Markets Trust, who will address county challenges on agriculture
extension capacity. FIRM also exploited renewable energy generation opportunities and is working
on prioritizing opportunities with highest potential.
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Homabay County: FIRM is partnering with Homa Bay County to support to the county will
include development of county strategic planning, development of various bills, developing the
capacity of a newly formed SACCO (formed out of a merger of 5 FSAs) and to support the
development of women and youth SACCOs through capacity building and product development.
FIRM also identified potential for Renewable energy generation which will be exploited and
supported to assist the county in electricity generation for commercial and domestic use.

Meru County: FIRMs is partnering with Meru county to support the county’s strategic planning,
development of various bills, developing the capacity of newly formed SACCOs-a county women’s
SACCO, a county youth SACCO and a general traders SACCO. In addition to these newly formed
SACCOs are others which need capacity building and product development support. Renewable
energy generation opportunities will be identified at a later visit.

Communication

USAID Media Meet: FIRM was actively represented and contributed to the first of many regional
consultative meetings with vernacular and regional media houses supported by USAID or through
other USAID mechanisms. The meeting sought to explore the potential for interactive publicity and
support between the media and USAID or USAID-funded projects in the regions to raise the profile
of USAID. USAID has held subsequent meetings in Lodwar and Coast provinces.

USAID Commendation: FIRM received commendation at the USAID Communication
Coordination meeting for outstanding performance in raising and improving on the profile of UFIRM
and USAID through regional coverage of smallholder business and farming assessment.

Lessons Learned

FIRM’s quantitative results continue to grow year-on-year.

The growing achievements are due to the following conditions in Kenya and the approach utilized by
FIRM:
e Kenya is the economic and financial hub of East and Central Africa; it has the largest GDP in
the region.
o Kenya is the leader in mobile money and ICT (worldwide).
e In Kenya, USAID owns the largest DCA portfolio measured by number of transactions and
diversity. It now stands at $95 million.
e Kenya has a population of over 40 million and 90% of Kenyans live in rural areas.
e FIRM has over 100 partnerships with financial institutions from the largest banks to DTM
MFls to NGO MFls, SACCO:s, etc.
e FIRMs approach is driven by partnerships grounded in TA and consulting.
e Partnership developed early in the project cycle drive results later due to leveraging and
compounding.
o DAl has been continuously active in the financial sector for 20 years in Kenya and, as a
result, the company is well-known and respected; DAI did not have to introduce itself, build
trust and create networks — that was already done.

These factors, taken together, have driven FIRM’s growing success year-on-year. Results will
continue to increase.

I1l. PROGRAM PROGRESS (Quantitative Impact)

The indicator data tables below provide basic information to assess FIRM’s progress toward
achievement of our Development Objectives. The format is designed to collect data in a
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consistent manner for each reporting period. The indicators in the tables below require data
collection on a quarterly basis and contain unaudited results. Indicators 4.5.2 — 12, 4.5.2 — 38 and
4.5.1 — 24 are reported on an annual basis and therefore are not included here.

FIRM’s contract was modified in Quarter 2 to include activities in county investment support
and larger clean energy projects under Power Africa Initiative. In line with this, FIRM has
modified its workplan and PMP to track progress and results of the new activities and submitted
to COR for approval.

Impact on Youth: FIRM is not required to disaggregate our indicators by youth; however; USAID
requested late this quarter that we attempt to estimate our impact on work. To do so, FIRM quickly
sampled our financial partners to determine which currently collect data on loans by age of recipient.
Only a sub-set of our partners currently provide the age of recipient to FIRM; from this sample we
are able to estimate that approximately 24%, or $6.65 million of the $27.7 million under indicator
4.5.2-29 “Value of Agricultural and Rural Loans” were made to youth. Sorting through this data, we
determined that the vast majority of youth were between the ages of 27 and 34.

Moving forward, FIRM will attempt to integrate this analysis into our partner reporting to the degree
feasible; however, we note that this is only an estimate based on the currently available data. As
FIRM more actively integrates youth initiatives into our county support work, we hope to see this
figure increase. In addition to this, FIRM is aggressively pursuing new partnerships with county
governments, financial institutions and NGOs among others to deepen its reach to women and
youth. Some of the potential partners include the county governments of Bomet, Homa Bay and
Meru, Rafiki DTM, Sky SACCO, Vuna SACCO, Care Kenya, Farm Concern International (FCI),
World Council of Credit Unions (WOCCU), Youth With Initiative (YouWin) Empowerment
Project and | Choose Life (ICL) Kenya.

Reach to Smallholder Farmers: USAID has also requested that FIRM attempt to estimate the
number of smallholder farmers impacted by FIRM’s efforts. As with youth, FIRM is not required to
collect and disaggregate our indicators by farmholder size. However, we’ve attempted to estimate
this number through discussions with our financial partner institutions. Since this data was not
readily available, we asked our partners to compute what figures of their beneficiaries were small
holders as per the indicator description. From the figures obtained in this quarter, 80% of the
beneficiaries are small holder farmers. Since USAID FIRM targets financial inclusion in the rural
communities who are majorly small holders, it was assumed that the actual percentages were not
expected to go higher than 80% as ascertained in this quarter. With this information that 80% of
project beneficiaries are small holders, this percentage was applied in as the actual in 2013 and 2014.
The targets are blank because they have not been agreed upon between DAI and USAI. However,
the target for 2015 is set as 80% since there is already prior knowledge obtained in this quarter. It is
hoped that the 80% would be exceeded in 2015 since the project would work with advantage of
information. It is worth noting that this data is highly estimated. The DQAs scheduled for August to
September will act as a validation and is expected to be reported in the annual report. Below is a
brief summary table of this estimate.
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This number of farmers is from the agricultural and rural loans (4.5.2-29). As per the guidelines, we report the farmers in Livestock segment only since the small

holders herein reported fall under land and livestock.

Indicator / Disaggregation

FTF 01(): Estimated number of FTF beneficiaries holding 5 hectares

Baseline
Year

Baseline
Value

Actual

2014

Actual (as at
Quarter 3)

Actual

or less of arable land or equivalent units of livestock 0 90,000 112,652 110,000 129,052 130,000
FTF 01(): Estimated percentage of FTF beneficiaries holding 5 80% 80%
hectares or less of arable land or equivalent units of livestock ° ¢
Land
Estimated number of beneficiaries 0
Estimated percentage of all beneficiaries 0
Livestock
Estimated number of beneficiaries 0 90,000 112,652 110,000 129,052 130,000
Estimated percentage of all beneficiaries 80% 80%
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Indicator 4.5.2 — 5: Number of farmers and others who have applied new technologies or management practices as a result of USG

assistance

DISAGGREGATE

FY 2011

FY 2012

FY 2013

Baseline 0: FTF indicator

FY 2014 FY 2015
Q1 Q2 Q3 Q4 TOTAL
, 1-Q4
NGen/fr(Q{l/V!/) Q1 -« Ql-Q4 Oct —Dec 2014 | Jan—Mar 2014 | Apr—Jun 2014 | Jul-Sep 2014 (Q1-Q4) Annual Annual
-New/Continuing
i Actual Actual Actual Target Target
Clients Target | Actual | Target Actual e e Actual ctua Actual 8 8
GENDER N/A 10,000 | 36,523 104,700 | 296,710 24,863 141,619 179,381 189,400 279,900
M 28,006 52,350 149,948 3,376 99,700 120,199 85,230 111,960
w 8,517 52,350 146,762 21,487 41,919 59,182 104,170 167,940
NEW/CONTINUING N/A 10,000 36,523 104,700 296,710 24,863 141,619 179,381 189,400 279,900
New Clients 36,523 70,000 | 296,710 24,863 141,619 179,381 90,000 100,000
Continuing Clients - 34,700 - - - - 99,400 179,000




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 11: Number of food security private enterprises (for profit), producer organizations, water users associations, women’s groups, trade
and business associations, and community-based organizations receiving USG assistance

Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014
- Type of Ql-qa4 Q1 Q2 Q3 Q4 TOTAL
Organization Q1-Q4 Oct—Dec 2014 | Jan—Mar 2014 | Apr—Jun 2014 | Jul-Sep2014 | (Q1-Q4) | Annual Annual
-New / Continuin Actual Actual Actual Target Target
. 2 Target | Actual | Target Actual ctua ctua Actual ctua Actual e =
clients
TYPE OF ORG. N/A N/A 313 400 372 92 2 119 450 450
Private Enterprises 36 50 51 6 - | 60 60
Producer Orgs 12 20 12 85 | 67 25 25
Water Users Assoc. 21 40 35 - - 35 45 45
Women's Groups 241 270 262 - | - 285 285
Trade & Business 3 10 ¥ | - | 20 20
Assoc.
Community-Based ) 10 I - - Is 15 Is
Orgs
(I;EWICONTINUIN N/A N/A 313 400 372 92 2 119 450 450
New 313 - 59 92 2 84 - -
Continuing - - 313 - - 35 - -




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 13: Number of rural households benefiting directly from USG interventions
Baseline 0: FTF indicator

DISAGGREGATE  FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Q1 Q2 Q3 Q4
TOTAL
-Gendered H/H Type Q1-Q4 Ql-Q4 Oct— Dec Jan — Mar Apr —Jun Jul - Sep 2014 @i-aa) | A | o |
-New/Continuing 2014 2014 2014 T""”at T""”at
. arge arge
Clients Actual Actual Actual
Target Actual Target Actual ctua ctua Actual ua Actual
;'?;SEHOLD N/A | 245,000 | 212,000 | 300,000 | 642,863 123,387 166,048 193,523 730,000 | 850,000
WNM 150,000 | 314,603 70,718 57,013 59,369 209,000 270,000
MNW 150,000 | 323614 52,383 109,218 134,011 171,000 180,000
M&W N/A - 4,646 286 147 143 - _
CNA - 5 - N - - -
zEw’ CONTINUSN 245,000 | 212,000 | 300,000 | 642,863 123,387 166,385 193,523 380,000 | 450,000
New - 642,863 123,387 166,385 193,523 - -
Continuing - - - R N N




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 25: Number of people with a savings account or insurance policy as a result of USG Assistance
Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Ql Q2 Q3 Q4
-Type of A/C-Policy Q1-Q4 Ql1-Q4 Oct — Dec Jan —Mar Apr —Jun Jul - Sep 2014 UL
-Gender of A/C- 2014 2014 2014 Jobl=sy) ) A ]
Policy Holder Actual Actual Actual Target Target
Target Actual Target Actual Actual Actual
TYPE OF A/C POLICY N/A N/A 49,772 75,000 | 217,567 78,449 37,088 1,119,393 85,000 90,000
Savings 46,750 37,500 | 208,944 78,123 33,159 1,110,401 42,500 45,000
Insurance 3,022 37,500 8,623 326 3,929 8,992 42,500 45,000
GENDER OF OWNER N/A N/A 49,772 75,000 | 217,567 78,449 37,088 1,119,393 85,000 90,000
M 27,378 37,500 90,246 20,994 18,670 296,632 38,250 39,600
w 22,394 37,500 127,321 57,455 18,418 822,761 46,750 50,400




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 27: Number of members of producer organizations and community-based organizations receiving USG assistance
Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Type of Ql-Q4 Ql-Q4 OctalDec Jan Q2Mar AprQaJun JuIQ:ep TOTAL

. 1-Q4 A | A |

Organization 2014 2014 2014 2014 oEl=0xy nnua nnua

-Gender Actual Actual Actual Target Target
Target Actual Target Actual Actual Actual

TYPE OF ORG. N/A 113,228 | 200,000 | 232,966 44,793 130,538 155,347 250,000 300,000

Producer Orgs. 30,728 80,000 | 174,141 44,789 538 547 125,000 180,000

CBOs 82,500 120,000 58,825 4 130,000 154,800 125,000 120,000

GENDER OF MEMBER N/A 113,228 | 200,000 | 232,966 44,493 130,538 155,165 250,000 300,000

M 88,845 100,000 | 155,483 33,917 97,815 40,467 112,500 120,000

w 24,383 100,000 77,483 10,876 32,723 114,880 137,500 180,000




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 29: Value of Agricultural and Rural Loans

Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
-Type of Loan Q Q2 @ a4 TOTAL
Recipient Q1-Q4 Ql1-Q4 Oct — Dec Jan — Mar Apr —Jun Jul - Sep (Q1-Q4) Annual Annual
-Gender of recipient 2014 2014 2014 2014
Target Target
Actual Actual Actual
Target Actual Target Actual ctua ctua Actual ctua Actual
TYPE OF LOAN 259,766,58
RECIPIENT 225mM 103m 250M 0 21,690,139 33,455,287 27,696,860 375M 500M
Producers - - 150M 140,273,953 635,974 43,693 63448 243.75M 350M
Local _ - 50M - - - . 75M 125M
Traders/Assemblers
Wholesalers/Processo _ _ 25M ) _ R . 37.5M 25M
rs
Others - - 25M 119,492,627 21,054,165 33,411,594 27,633,412 18.75M -
GENDER OF 225M | 103M | 2s0om | 25976658 | 9, 690,139 | 33,455,287 | 27,696,860 375M 500M
RECIPIENT 0
M 146.25M 51.68M 150M 84,793,588 2,875,376 10,720,981 7,069,136 187.5M 200M
w 78.75M 51.32M 100M 174,669,762 18,814,763 22,597,928 20,524,000 187.5M 300M
Joint A/C - - 303,230 - 136,378 103,724 - -




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2 — 30: Number of MSMEs, including farmers, receiving USG assistance to access bank loans
Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
-Size of MSME Q1 Q2 Q3 Q4
-Gender of Owner Ql-Q4 Ql-Q4 Oct — Dec Jan — Mar Apr—Jun Jul - Sep TOTAL
(Q1-Q4) Annual Annual
2014 2014 2014 2014
Target Target
Target Actual Target Actual EHEL G Actual Gl Actual
SIZE OF MSME 54,641 166,061 193,515
N/A 158,175 | 200,000 | 189,168 250,000 | 300,000
Micro 158,175 | 100,000 | 189,168 25,786 78,043 - 150,000 | 200,000
Small - 50,000 - 28,855 88,018 155,453 62,500 80,000
Medium N/A - 50,000 - - - 38,062 37,500 20,000
GENDER OF OWNER 158,175 | 200,000 | 189,168 54,641 166,061 193,515 250,000 300,000
M 79,847 | 100,000 | 37,174 7,238 109,056 125,138 112,500 120,000
w 78,328 | 100,000 | 150,966 47,403 56,858 68,234 137,500 180,000
Joint A/C - - 1,028 - 147 143 B _
N/A - _ _ - N _ . .




FINANCIAL INCLUSION FOR RURAL MICROENTERPRISES

Indicator 4.5.2-37 Number of MSMEs, including farmers, receiving business development services from USG assisted sources
Baseline 0: FTF indicator

DISAGGREGATE FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
-Size of MSME 10/01/2013 - | 01/01/2014— | 04/01/2014 - | 07/01/2014 — TOTAL
-MSME Type a1-=0s ai—ad 12/31/2013 03/31/2014 | 06/30/2014 | 09/30/2014 | (Q1-Q4) | Annual Annual
-Gender of Owner Target Target
Target Actual Target | Actual Actual Actual Actual Actual Actual
SIZE OF MSME N/A 38 50 53 92 2 69 65 65
Micro 3 25 4 85 2 2 45 50
Small 22 15 31 2 - 66 15 10
Medium N/A 13 10 18 5 - 1 5 5
TYPE OF MSME 38 50 53 92 2 69 65 65
Ag Producers 12 20 12 85 | 60 30 35
Input Suppliers - 10 - - - 15 15
Traders - 5 - - | 10 10
Output Processors - 5 - - - 5 5
Non-Agricultural - - - 2 | 1 - -
Other 26 10 41 5 7 5 )
GENDER OF OWNER 38 50 53 92 2 69 65 65
M I 5 I 10 20
w | 15 I 25 30
Joint N 10 - 15 5
N/A 36 20 51 92 2 69 15 -




IV. PERFORMANCE MONITORING

In April 2014, FIRM M&E team focused on collecting, aggregating, analyzing and reporting data for the
quarter ending March 31 2014. Partners were required to submit (i) the data collection form, duly
dated and signed, showing aggregate values specific to the reporting period stated, and (ii) an excel
spreadsheet or any other documentation to back up the values reported on the data collection form.
This new reporting format has proved to be a more efficient data-flow process, and ensures timeliness,
accuracy and validity of data from partners.

In May and June, FIRM M&E team carried out the Poverty Assessment Tool (PAT) survey in
three FTF focus regions, Western, Nyanza and Rift Valley. Details of this survey are
presented in the draft PAT Survey report, annexed to this quarterly report. During the same
period, the team also conducted phase 2 of GIS mapping of our partner financial institutions.
The exercise covered Western, Nyanza, Rift Valley, Lower Eastern and Coast provinces
(FTF) and Central and Upper Eastern regions (non-FTF). The draft GIS report is also an
annex to this report.

FIRM M&E welcomed a new staff member to the team, M&E/PMP coordinator, who will gradually
transition into M&E/PMP Manager, as the outgoing M&E/PMP manager transitions into managing FIRM’s
special projects (women and youth) and management of USAID Kenya’s DCA guarantee portfolio.

V.PROGRESS ON LINKS TO OTHER USAID PROGRAMS

Fresh produce exporter’s forum, Kisumu: FIRM, in partnership with the USAID KAVES
project, brought together stakeholders in the fresh produce exporting sector in Kisumu. The aim of
this forum was the signing up of comprehensive service agreements with Mobipay (K) Ltd, through
their Agrilife platform. Mobipay, through Agrilife, aggregates various services such as finance for farm
inputs, factoring, insurance etc. between smallholder farmers and financial institutions along various
value chains. The Agrilife platform also plays an important part in establishing market linkages
between producers and markets as well as well pertinent farmer information.

Three key exporters and a staples bulker were represented at the forum. These included Carolina
Fresh Produce Exporters, AgriVictoria Exporters, Kenya Horticultural Exporters (KHE) and
Community Action for Rural Development (CARD). During the forum, Mobipay (K) made a
presentation of the Agrilife platform functionalities to stakeholders, which was followed by the
signing ceremony.

This event will see over 30,000 contracted smallholder farmers represented in the forum, to access
finance for farm inputs and assets and, thereby, improve on their yields and livelihoods. Crop
Nutrition, an entity that facilitates soil analysis tests was also present. FIRM will continue to monitor
partnerships between the exporters and Mobipay in order to ensure affordable finance for inputs
trickles down to smallholders.

FIRM and KHCP Continues: Collaboration between FIRM and USAID Kenya Horticulture
Competitiveness Project (KHCP) began in mid-201 | on a number of interventions. FIRM is
structured as a financial services project while USAID KHCP aims at helping small farmers and allied
agribusinesses take advantage of local, regional, and global market opportunities.

KHCP has been designed on the premise that improved horticulture industry can transform rural
incomes, generate employment, and increase food security. The program focuses on enhanced
productivity, increased value-addition, improved value-chain coordination, marketing, and trade
promotion and improved business environment, and institutional capacity. While these interventions
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go a long way in improving capacity of rural microenterprises, most of them suffer the constraint of
accessing finance for business expansion and or farm inputs.

FIRM has stepped in to bridge this gap between various microenterprises, microprocessors and full
exporters and mainstream financial services providers by helping them to develop customized
financial products to cater for the different unique needs of the enterprises. To date, USAID FIRM
has facilitated financial linkages to over ten (10) microenterprises comprising of small holder farmer
groups in horticulture, microprocessors, and full exporters. During this quarter, FIRM provided
technical and financial advice to the following enterprises: Earthoil extracts, Meru Greens,
Vegpro/KRA, Farm Concern International, Kenton Farm, Mace Foods, Sweet N Dried foods, Vert
Limited and Stawi Limited

VI.PROGRESS ON LINKS WITH GOK AGENCIES
Linkages with GOK agencies remain unchanged from the previous period.

VII.PROGRESS ON USAID FORWARD

During the quarter, FIRM continued to incrementally sustain progress on USAID Forward objectives.

In its partnership with financial institutions, FIRM supports an array of agriculture activities under
Feed the Future and in clean/renewable energy and water. Financial institutions appetite for
consulting services will remain strong and consistent overtime. FIRM’s role in this area is two-
pronged.

First, the project seeks to increase each institution’s profitability while demonstrating the value
provided by the local consulting industry (i.e. the financial institution grows while increasing profits).
After FIRM concludes, these financial institutions are expected to source Kenyan consultants and
companies to support ongoing business needs — all forms of technical assistance and capacity building
but across increasing levels of sophistication.

Second, FIRM sources Kenyan consultants on behalf of financial institutions to demonstrate the value
offered by the local industry. In cases gaps exist in the market for services, FIRM works with local
consultants or companies to build the missing capacities and capabilities. In the Kenyan marketplace,
the greatest challenge is the over reliance placed on an owner/operator to complete multiple,
ongoing, high-quality assignments. In most, if not all cases, these companies are small and entirely
dependent on the technical skills and managerial abilities of the owner/operator. If the company has
too many assignments at the same time, it does not have the personnel able to fill in for the
owner/operator. The key challenge calls for assisting these high-quality individuals build their
companies in order to handle multiple assighments while meeting acceptable standards.

VIIl. SUSTAINABILITY AND EXIT STRATEGY

FIRM’s sustainability and exit strategy is grounded on USAID Forward objectives. While seeking to
achieve contractual objectives under the Task Order, the project works to enable financial and non-
financial service providers to enter new markets and increase profitability. In time, these businesses
will source services from the Kenyan consulting industry. Likewise, the local consulting industry will
reach of level of technical and managerial capacity necessary to meet the increasing sophistication of
Kenya’s businesses.

IX. NEXT QUARTER’S WORK PLAN



FIRM does not anticipate any deviations or setbacks to the project workplan. In fact, the growth of
new opportunities outpaces original planning forecasts. Current partners continue to request new
support to position and prepare for new business opportunities (that are fully aligned with the Feed

the Future goals).

FIRM is currently developing a workplan specific to the new activities in county support and energy;
this workplan will be finalized early next quarter.




XI.PROJECT ADMINISTRATION

Constraints and Critical Issues

During the next quarter, FIRM will need to increase activities and staff rapidly to initiate the new
activities in energy and county support.

Personnel

Contracts and Accounting Manager Evarista Ingaa is on maternity leave through September 2014.

Changes in the Project

There were no significant changes to the project this quarter.

In this quarter we have received no DA forms for VAT exemption, awaiting | | | VAT exemptions
submitted through to March 2014 from January 201 | mounting to $250,545.42.

Contract Modifications and Amendments

FIRM did not receive any contract modifications or amendments this quarter.
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