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1. PROJECT INFORMA'TION AND OVERALL PERFORMANCE

1.1 Name and registered oflice

Name: The project's official name is Drought Resilience and Sustainable Livelihood

Programme. (DRSLP).

Objective: The key objective of.the project is To Contribute to Poverty Reduction, Food

Security and Accelerated Sustainable Economic Growth in the Horn of Africa (HOA).

Address: The project headquarters offices are based at Nairobi, Nairobi County, Kenya.

The address of its.registered office is:

Flill t'>lazaluiitiilg 9th .t-ltror, t'ilong li.o:rtl, opposite .lIilimani Lalv Courrs.

P.O Box 30008-00f00, Nairobi, KenYa

The project also has offices/branches as follows:
o None

Contacts: The following are the project contacts

Telephone: Q54) 27 19013 1271 8870

E-mail : npchoa@kilimo. go.ke/npchoal @gmail.com
Website: www.drslpkenya.azurewebsites.net

1.2 Project Information

1.3 Project Overview

g,'}t

Proiect Start Date: The proiect start date is lst Julv 2013

Proiect End Date: The ect end date is 30th June 2019

The ect coordinator is Mrs. Esther M. WambuaProiect Coordinator:

Proiect Sponsor: The is African t Bank

Line Ministry/State
Departrnent of the
proiect

The Project is being implemented by the State Department for Crops

Development in the Ministry of Agriculture, Livestock, Bisheries and

Irrigation.

Proiect number 2100150028345

Strategic goals of the
project

The sffategic goals of the project are as follows:
(i) Poverty reduction
(ii) Enhance food securitY
(iii)Accelerated economic growth
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Achievement
strategic goals

of The project management aims to achieve the goals through the following
means:

(i) Invest in large multipurpose water infrastructures.

(ii) Improve livestock production.

Other important
background
infrlrmlticn cf the
pro ject

Current situation that
the project was
formed to intervene

The project was formed to intervene in the following areas:
(i) Water availabilify for both domestic and livestock use

(ii) Livestock productivity through pasture and water development

(iiD Food security

Project duration The project started on lst July 2013 and is expected to run until 30th
June 2019.

The Project aims at improving communities' resilience to drought and
hence improve their livelihoods in a sustainable way.

1.4 Bankers

The following are the bankers for the current year:

(D .... Central Bank of Kenya (C.B.K) A/C No. 1000212519

1.5 Auditors

The project is audited by the Kenya National Audit Office (KENAO).

1.6 Roles and Responsibilities

Names Title desienation Key qualilication Responsibilities
Esther M. Wambua SADA Msc. Agriculture &

Rural Development
Project Co-ordinator

Robert Gwadoya Accountant C.P.A (K) B.Com Proiect Accountant
Hillary Ngeno PAO Bsc. Agribusiness M&E/Agribusiness

Specialist
Lawrence Mbugua SSCMO Dip. SCM Project Procurement

Specialist
Jonah Kebeney Agriculture Engineer Bsc.

Engineer
Agriculture Project Engineer

Calvin Musungu Agriculture Engineer Bsc.Agriculture
Engineer

Project Engineer
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Horticulture
S_oecialist

Livestock Specialisr

The project is for duration of six (5) years from 2013 to 2018 with an approved budget of Unit of
Accouni (uA) 41.799 million equivalent to KShs 5,481.019 million. The project got a I year

extension up to June 2019.

Below is the funding sunmary:

Bsc. HorticulturePAOAtika Ombachi

Msc. Agri. ResourceSamuel Okati PLPO

Environment
Specialist

Bsc. AgricuiturePAODahiyeAdan
Maalim

ICT SpecialistBsc. AgiculturePAOBenard Waniohi

Million
UA

000'Ksh000'KshMillion
UA

Million
UA

000'Ksh

(i) Loan
3,588.440427.3659410.04406 1,317.05814,905.4984837.410BankAfrican

funds
446.7207923.4067s0.98225 128.8s7s5207924.389Government of

30.77269 4,035.1611921,445.858111.0263141.799 5,481.019272Total

Amount
tlate
2018)

Donor
currencl'

Undr:rn n balance to
date
(30th.lune 2018)

Donor /(Sft.s

cuffellc)l

f)onor Commitment-Source of funds

1(^S/rsI(Shs

B (A)-(B)

received to
(30th .fune

Donor
currency
(A)

1.8 Summary of Overall Project Performance:
There is increased water availability and accessibility in the project areas and it is anticipated that by

Jnne 2019, more than 40o/o of the beneficiaries will have easy access to water.

There is increased forage quality and availability in the project areas and it is anticipated that by June

2}lg,there will be increase in carrying capacity to tha/LU.

There is developed rural feeder roads to improve market access, input delivery and access to animal

health services in the project areas, and it is anticipated that by June 2019, the services would have

improved greatly.
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There is sustained well-developed human and institutional capacity in the project area.

Challenges and recommended way forward
Feasibility studies, survey and design of structures take long to conclude. Use of intemal specialist
personnel from government is recommended.

Wide geographical spread of project activities across the counties including poor roads and mobile
telephone network. The PCU has grouped the counties for ease of manaiement. pCU has again
enhanced the counties' capacity to follow up and work with the community iranagement committees.1; tl.p .. rrrr+r. L,.,1sL !i.v t_VUlrL, .! ) Lt-

Slow.pace of ownership by county executives thus affecting implementation. There,s need to
sensitize county executives on their roles so as to support sustainability of the structures constructed.

Low budgetary revenue allocation. Treasury and Ministry to consider up scaling, and also consider
Program Based Budgets.

Slow access to revenue and counterpart funds due to IFMIS downtime. System effrciency should be
improved.

1.9 Summary of Project Compliance:
All project covenants have been complied with.
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2. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

'fhe prtnctpal Seqetary for the lVlinistry of Agriculture, Livestock, I-isheries and Irrigation and the

project Coordinator for Drought Resilience and Sustainable Livelihood Programme are responsible

for the preparation and presentation of the Project's financial sa-tements, which glve a true and fair view

of the rt t. of affairs of the Project for and as at the end of the financial year (period) ended on June

30,2018. This responsibility includes: (i) maintaining adequate financial management a:rangement

and ensuring that these continue to be effective throughout the reporting period; (ii) maintaining

proper accounting records, which disclose with reasonable accuracy at any time the financial position

of tn. project; (iii) designing, implementing and maintaining internal controls relevant to the

preparation and fair presentation of the financial statement, and ensuring that they are free from

material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Project; (v)

selecting and applying appropriate accounting policies; and (vi) making accounting estimates that are

i-eason a!'r'le i n tl.e circum stances.

The principal Secretary for the Ministry of Agriculture, Livestock, Fisheries and Irrigation and the

project Coordinator for Droaght Resilience and Sustainable Livelihood Programme accept

resionsibilry for the Project's financial statements, which have been prepared on the Cash Basis

trrtemoa of Financial Reporting, using appropriate accounting policies in accordance with Intemational

Pubtic Sector Accounting Standards.

T\e principal Secretary for the Ministry of Agriculture, Livestock, Fisheries and Irrigation and the

project Ciordinator for Drought Resilience and Sustainable Livelihood Programme are of the

opinion that the Project's financial statements give a true and fair view of the state of Project's

transactions dgring the financial yearlperiod ended June 30, 2018, and of the Project's financial

position as at that date. The Principal Secretary for Ministry of Agriculture, Livestock, Fisheries

and Irrigation and the Project Coordinator for Drought Resilicnce and Sustainable Ltvelihood
prograime fl5ther confirm the completeness of the accounting records maintained for the Project,

which have been relied upon in the preparation of the hoject financial statements as well as the

adequacy of the systems of internal financial control.

The principal Secretary for the Ministry of Agriculture, Livestock, Fisheries and Irrigation and the

project Ciordinator for Drought Resilience and Sustainable Livelihood Programme conftrmthat the

project has complied futly with applicable Govemment Regulations and the terms of external financing

covenants, and that Project firnds received during the financial year/period under audit were used for the

eligible pufposes for which they were intended and were properly accounted for.

Approval of the Project financial statements

The Project financial statements were approved by

Agriculfure, Livestock" Fisheries and Irrigation
Resilience and Sustainable Livelihood Programme

signed by them.

Project Coordinator

the Principal Secretary for the Ministry of
and the Coordinator for Drought
on 2018 and

Principal
v1
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O REPUBLIC OF KENYA

. Telephone: +254-2U342330

a i#:1,'B:iJuo"'"1" u" *.
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR-GENERAL ON DROUGHT RESILIENCE AND
SUSTATNABLE LTVELTHOOD PROGRAMME (ADF LOAN NO. 21001s002834s) FOR
THE YEAR ENDED 30 JUNE 2018 . MINISTRY OF AGRICULTURE, LIVESTOCK,
FISHERIES & IRRIGATION

REPORT ON THE F]NANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Drought Resilience and
Sustainable Livelihood Programme set out on pages 1 to 33, which comprise the statement
of financial assets as at 30 June 2018, and the statement of receipts and payments,
statement of cash flows and statement of comparative budget and actual amounts for the
year then ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 35 of the PublicAuditAct,20l5 and Loan Agreement No.2100150028345 daled2T
February 2013 between African Development Fund (ADF) and the Republic of Kenya. I have
obtained all the information and explanations which, to the best of my knowledge and belief,
were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for Adverse
Opinion section of my report, the financial statements do not present fairly, the financial
position of Drought Resilience and Sustainable Livelihood Programme as at 30 June 2018
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Cash Basis) and do not comply with
the Loan Agreement and Public Finance Management Act, 2012.

ln addition, because of the significance of the matters discussed in the Basis for Adverse
Opinion section of my report, the special account statement do not present fairly,
transactions for the year and the closing balance.

Basis for Adverse Opinion

1. Variances Between Audited Financia! Statements for 201612017 and Comparative
Figures in the Financial Statements for 20',712018

The foltowing variances were noted between the audited financial statements for 201612017
and comparative figures in the financial statements for 201712018

Report d'the Auditor-General on the Finunc'ial Statements ol Drtntght Resilience and Sustainable Livelihood Programme
( ADF Loun No. 2100 1500211315) .lbr the yeur ended 30.lune 2018 - tulinistry ofAgrirulttre, Livestock, Fisheries &
lrrigation

Promoting Accountability in the Public Sector
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Item

Loans from External
Partners
Purchase of Goods and
services
Training expenses
Acquisition of non-
financial assets

Audited
Figure in
Financial

Statements
for

2016t20',,7
Kshs.

410,388,669.15

66,843,704.25

523,860.00
350,855,239.15

Comparative
Figure in
Financial

Statements
for

201712018
Kshs.

398,000,911.90

78,758,135.55

11,688,981.00
332,839,511.00

Variance

Kshs

12,387,857.35

(11,914,431.30)

(11,165,121.00)

18,015,728.15

The management has not provided any explanations, reconciliations or supporting
documentary evidence for the variances. Consequently, the validity and accuracy of the
comparative figures cannot be confirmed.

2. Failure to Capture Transactions in the Ledger and Lack of a Trial Balance

Examination of documents and records produced for audit revealed that the figures reflected
in the programme's financial statements and supporting schedules were not captured in the
Ministry's IFMIS Ledger. ln addition, no trial balance was provided in support of the financial
statements. Consequently, the completeness and accuracy of receipts and payments
presented and disclosed in these financial statements cannot be confirmed.

3. Acquisition of Non-Financial Assets

The statement of receipts and payments reflects an amount of Kshs.422,897,156.73 under
payments made by third parties in respect of acquisition of non-financial assets. As disclosed
under Note 8.10 to the financialstatements, the payments relate to construction of civilworks
The management did not, however, provide information relating to the construction progress
reports and site meeting minutes. Consequently, the accuracy and completeness of
information disclosed in these financial statements as regards the payments totalling
Kshs.422,897 ,156.73 cannot be ascertained.

4. Purchase of Goods and Services

The statement of receipts and payments also reflects payments totalling
Kshs.50, 177 ,607 .55 in respect of purchase of goods and services, which as disclosed under
Note 8.8 to the financial statements include an amount of Kshs.35,250,973 for domestic
travel and subsistence allowance. However, the expenditure of Kshs.35,250,973 relating to

Report of'the Auditor-Generul on the Financ'ial Statements of.Dnrught Resilienc'e und Su.stainuble Livelihood Programme
( ADF Loan No. 2100 150021J315) .lir the year ended 30 .lune 20lil - Ministry of'Agriculture, Livestock, Fi.sherie.s &
lrrigution
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domestic travel and subsistence allowance includes an amount of Kshs.2,945,420 that was
not supported with any documentary evidence.

The payments totalling Kshs.50,177,607.55 also includes an amount of Kshs.1 ,797,714
relating to routine maintenance of vehicles and other transport equipment for which an
amount of Kshs. 43,900 was similarly not supported with any documentary evidence.

Consequently, the completeness and accuracy of the amounts expended on purchase of
goods and services cannot be confirmed.

5. Cash and Gash Equivalents

5.1. Unsupported cash balances

The statement of financial assets as at 30 June 2018 reflects cash balances of
KShs.21 ,477,511.25 under cash and cash equivalents and as disclosed under Note 8.13 B
to the financial statements. However, out of the total cash balances, an amount of
Kshs.16,576,145.25 was not supported with any documentary evidence. As result, the
completeness and accuracy of the cash balances of Kshs.21,477,511.25 cannot be
confirmed.

5.2. Bank balances

The statement of financial assets as at 30 June 2018 also reflects bank balances of
Kshs.26,866,689.65 under cash and cash equivalents and as disclosed under Note 8.13A
to the financial statements. Examination of the programme's bank reconciliation statement
as at 30 June 2018 for Account No.100021259 held at Central Bank of Kenya revealed
payments totalling Kshs. 2,143,900.00 that had not been recorded in the cash book. No
explanation has been provided for this anomaly.

ln addition, the bank reconciliation statement reflects cash deposits of Kshs.194,174.OO
relating to receipts in the bank not yet recorded in the cash book. However, no analysis or
supporting documents were provided to support the reconciling amount.

Consequently, it has not been possible to confirm the accuracy and completeness of the
bank balances of Kshs. 26,866,689.65 as at 30 June 2018.

6. Statement of Comparative Budget and Actual Amounts

Contrary to the requirements of lnternational Public Accounting Standards Financial
Reporting under Cash Basis of Accounting, Paragraph 1.9 and the guidelines prescribed by
the Public Sector Accounting Standards Board, the statement of comparative budget and
actual amounts presented does not show the original and final budget amounts and the
actual amounts on a comparable basis, respectively. The statement instead reflects nil
amounts. No explanation has been provided for this anomaly.

Report of the Auditor-General on the Financial Statements of Drought Resilience and Sustainable Livelihood Programme
( ADF Loan No. 2100 150028315) for the year ended 30 June 2018 Ministry of'Agriculture, Livestock, Fisheries &
lrrigation
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7. The Special Account Statement (Designated Account)

The special account statement reflects an amount of Kshs. 44,042,119.09 (US $424,490.55)
as having been withdrawn during the year under review. This amount differs with the loan
from external development partner of Kshs.42,586,397 (UA 3,549,841) reflected in the
statement of receipts and payments and disclosed under Note 8.5 to the financial statements
The resultant difference of Kshs. 1,455,722.09, has not been explained or reconciled.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of in accordance with ISSAI 30 on Code of Ethics.
I have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters discussed under
the Basis for Adverse Opinion and Basis for Conclusion on Lawfulness and Effectiveness in
Use of Public Resources and Effectiveness of lnternal Controls, Risk Management and
Governance sections of my report, there were no Key Audit Matters to report in the year
under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

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

Basis for Conclusion

1. Budgetary Control

Section 68(1) (a) of the Public Financial Management Act ,2012 states that, an accounting
officer for a national government entity shall be accountable to the National Assembly for
ensuring that the resources of the respective entity for which he or she is the accounting
officer are used in a way that is lawful and authorized. However, the statement of receipts
and payments reflects an expenditure of Kshs.422,897,156.73 under acquisition of non-
financial assets against a budgetary provision of Kshs. 408,148,722.00,leading to an over-
expenditure of Kshs. 1 4,7 48,434.73.

Rcpttrl rl the ,ltrclilot'-Generul on lhe f irutnciul Stutemenl.s of Drotrght Rasilicnc'a uncl Su:;luinuhlc Livelihtxtd Progrumna
( ,4DF hrun No. 2100 150023115) litr the t'cur endad 30.ltrne l0l,\ - ,\lini.stn'ol Agric'ultura. Livc.\tock. Fi.;harias &
l rrigtttion
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2. Acquisition of Non-Financial Assets

Section 140(b) of the Public Procurement and Assets Disposal Act, 2015 states that, a
contractor shall be liable to liquidated damages for delayed performance. Section GC 4.12.1
of the Particular Conditions of Contract states that the maximum amount of liquidated
damages for the whole of the works is 5% of the final contract price. ln addition, Section
139(2) of the Public and Asset Disposal Act, 2015 states that, an accounting officer of a
procuring entity, on the recommendation of an evaluation committee, may among other
matters approve the request for extension of contract period if the request is accompanied
by a certificate from the tenderer making a justification for such cost. Audit verifications
however revealed the following irregularities in respect of construction of civil works under
acquisition of non-financial assets:

2.1. Construction of Loosuk Earth Dam

2.',.1. Failure to Levy Liquidated Damages

According to project records, the contract was awarded to a company at a sum of
Kshs.11,555,327.60 and the contract agreement was signed on 1st April 2016 with a project
duration of four months and an expected completion date of 14th August 2016. lnformation
available, however, indicate that the project was handed over on 13th June 2017, ten months
after the expected completion date. ln addition, verification of the latest payment to the
Contractor showed that no liquidated damages had been charged on the Contractor for the
delayed works. Had the employer recovered the amount from the contractor, the project
would have realized an additional Kshs. 577,766.38.

2.1.2. lrregular Extension of Contract Period

The project period was apparently extended from 14th August 2016 to the date the dam was
handed over to the employer on 13th June 2017. No documentary evidence has been
provided to confirm request by the Contractor for extension of the contract period and
approval of the same by the employer.

2.1.3. Overpayment of Contract Sum

Audit examination of the latest payment certificate revealed that the contractor had been
paid a total sum of Kshs. 11,865,594.00, which exceeded the contract sum of
Kshs.1 1 ,555,327.60 by Kshs. 310,266.40.

2.2. Construction of Maralal Livestock Market

2.2.,,1. Failure to Levy Liquidated Damages

The above project was awarded to a company at a contract sum of Kshs. 13,431,485.65.
The project had an expected date of completion of December 2015. However, the project
practical completion and handing over certificates are both dated 16th May 2017. No

Report ofthe Auditor-General on the Financiul Statements of Drought Resilience and Sustainable Livelihood Programme
( ADF Loan No. 2100 15002831:l .lbr the year ended 30 .lune 2018 Ministry of Agriculture, Livestock, Fisheries &
Irrigation
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documentary evidence has been provided to confirm that that the employer levied liquidated
damages amounting to Kshs. 671,574.28 on the contractor.

2.2.2.lrregular Extension of Contract Period

Although the project was slated for completion by December 2015 but handed over on 16th
May 2017, no records have been made available for audit scrutiny to confirm that an
approval from the employer for extension of the contract period was obtained.

2.2.3. Overpayment of Contract Sum

An examination of the latest payment certificate revealed that the contractor had been paid
a total sum of Kshs. 13,593,269.25 instead of the contract sum of Kshs. 13,431,485.65. The
overpayment of Kshs. 161,783.60 has not been explained.

2.3. Construction of Kilimani Game Galana lrrigation Scheme

2.3.1. Slow Progress of Works

The above construction contract was awarded to a contractor at a sum of
Kshs.186,882,322.00. An examination of the projects latest payment certificate revealed that
the overall progress made as at 1Oth September 2018 was 55% against an elapsed time of
123%.

2.3.2. Failure to Levy Liquidated Damages

An examination of the latest payment certificate disclosed that no liquidated damages had
been charged on the Contractor for the delayed works. Had the employer recovered the
amount from the contractor, the project would have realized an additional Kshs.9,344,1 16.1 0

2.3.3.lrregular Extension of Contract Period

The expected completion date was set as 13th June 2018 but the works are still on-going.
However, documents to confirm approval of extension of the contract period have not been
provided for audit scrutiny.

2.4. Construction of Loweinyang Water Pan

2.4.1. Failure to levy liquidated damages

The contract was awarded to a company at a sum of Kshs.10,985,704.00. The project's
contract agreement was signed on 1st April 2016, with a stipulation that the project
commencement date would be fourteen days after the contract signing date. The project
duration was four months, thereby rendering the expected completion date as 14th August
2016. However, the project's hand-over certificate is dated 15th June 2017 , twelve months
after the expected completion date. An examination of the latest payment certificate revealed
that the employer did not levy any liquidated damages. Had the employer recovered the
amount from the contractor, the project would have realized an additional amount of
Kshs.549,285.20.

Reytrt o/ the Auclitor'-Gcnerul on thc Finunc'iul Stutament.; ttl Drought Rc.silicnc'a und Su.stuinuhlc Livalihrxttl Progrumnte
( .4DF-Ltrun ,\,lo 2100 15()0:,\315) lor the.r'eur erulad 30.hne 201,\ ,llini.;lr.t'tt/ .1gric'ulture. Liyc.sttx'k, Fi.sheria:; &
lrrigutiot't
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2.5. Drilling and Equipping Chepropogh Borehole

2.5.1. Failure to Levy Liquidated Damages

The above contract was awarded to a company at a sum of Kshs.10,315,165.00. The
project's contract agreement was signed on 27th January 2017, with a stipulation that the
project commencement date would be fourteen days after the contract signing date. The
project duration was four months, thereby rendering the expected completion date as 9th
June 2017. However, the project's hand-over certificate is dated 9th July 2018, thirteen
months after the expected completion date. An examination of the latest payment certificate
revealed that the employer did not levy any liquidated damages. Had the employer
recovered the amount from the contractor, the project would have realized an amount of
Kshs. 515,758.25 in savings.

2.6. Construction Works for Kamina lrrigation Scheme

2.6.1. Slow Progress of works

The contract was awarded to a company at a sum of Kshs. 261,592,025.40 and the project's
contract agreement signed on 31st May 2017. The agreement had a stipulation that the
project commencement date would be fourteen days after the contract signing date. The
project duration was twelve months, thereby rendering the expected completion date of 13th
June 2018.However, the project had not been completed as of November 2018.

2.6.2. Failure to Levy Liquidated Damages

An examination of the latest payment to the Contractor disclosed that no liquidated damages
had been charged on the Contractor for the delayed works. Had the employer recovered the
amount from the contractor, the project would have realized an amount of
Kshs. 1 3,079,60 1 .27 in savings.

2.6.3. lrregular Extension of Contract Period

An examination of the September 2018 project progress report indicated that the Contractor
had been issued with a time extension up to 21st November 2018. However, documentary
evidence to confirm request and reasons for extension as well as approval by the employer
has not been provided for audit review.

2.6.4. lrregular Gontract Award

A perusal of the tender evaluation report disclosed that the lowest bidder had offered a
contract price of Kshs. 236,970,202.15, but he was eliminated at the preliminary evaluation
stage for failure to attach a pre-bid site visit certificate. Had the lowest bidder been awarded
the contract, the employer would have made a savings of Kshs. 24,621,823.25.

Report ol-the Auditor-General on the Financial Statements of Drought Resilience and Sustainuble Livelihood Programme
( ADF Loun No. 2100150028315) .for the year ended 30 June 2018 - Ministry ofAgriculture, Livestock, Fisheries &
lrrigation
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2.7. Drilling and Equipping of Lbukoi Borehole

2.7.1. Slow Progress of Works

The above contract was awarded to a company at a contract sum of Kshs. 7,741,646.00.
An examination of the projects latest payment certificate revealed that the overall progress
made as at 30th September 2018 was 30% against an elapsed time of 425o/o.

2.7.2. Failure to Levy Liquidated Damages

An examination of the latest payment to the Contractor disclosed that no liquidated damages
had been charged on the Contractor for the delayed works. Had the employer recovered the
amount from the contractor, the project would have realized an additional amount of
Kshs.425,790.53.

2.7.3. lrregular Extension of Contract Period

The contract completion date was slated for 18th September 2017 and the works are still
on-going. However, no records have been made available for audit scrutiny to confirm that
the Contractor had requested for an extension and that approval had been granted by the
employer.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit so as to obtain assurance
as to whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities that govern them.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1) (a) of the Public Audit Act, 2015, based on the audit procedures
performed, I confirm that internal controls, risk management and overall governance were
not operating effectively.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the review so as to obtain assurance as to whether effective
processes and systems of internal control, risk management and governance were
maintained in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the African Development Bank, I confirm that:

( ADF Ltrun,tio. )100 1500)lJ3l5) lir tha -t'cur andad 30.luna 20llJ -,llinistv o/ Agric'ulrtrra, Lit'c.\'t()Lk, Lisharic.s &
I rrigul i on
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The programme's funds have not been used in accordance with the conditions of
Loan Agreement with due attention to economy, efficiency and effectiveness for the
purposes for which they were provided;

Counterpart funds have been provided and not used in accordance with the
conditions of the Loan Agreement;

Goods and services financed have not been procured in accordance with the Loan
Agreement and the Funds' rules and procedures;
Necessary supporting documents, records and accounts have not been kept in
respect of all programme activities;

Adequate internal control to monitor expenditure and other financial transactions and
ensure safe custody of assets do not exist; and

VI Ledgers and fixed assets register for the programme's assets are not maintained as
required.

Responsibilities of the Management and Those Charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the
Programme's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
management either intends to have cease operations, or have no realistic alternative to do
so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act, 2015
ln addition to the responsibility for preparation and presentation of the financial statements
described above, management is also responsible for ensuring that the activities, financial
transactions and information reflected in the financial statements are in compliance with the
authorities which govern them, and that public money is applied in an effective manner.

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

Report oJ'the Auditor-General on the Financial Statements ofDrought Resilience and }t.stainahle Livelihood Progremme
( ADF Loan No. 2100150028315) ./br the year ended 30 June 2018 - Ministry of Agriculture, Livestock, Fisheries &
Irrigution
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Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in compliancewith
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement and weakness when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

ln addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion as to whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in compliance
with the authorities that govern them in accordance with the provisions of Article 229(6) ot
the Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution. The nature, timing and extent of the compliance work is limited compared to
that designed to express an opinion with reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal control in order to give an assurance on the effectiveness of
internal controls, risk management and governance processes and systems in accordance
with the provisions of Section 7 (1) (a) of the PublicAuditAct,20l5 and submitthe audit
report in compliance with Article 229(7) of the Constitution My consideration of the internal
controlwould not necessarily disclose allmatters in the internal controlthat might be material
weaknesses under the lSSAls. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions.

Because of its inherent limitations, internal control may not prevent or detect misstatements
and instances of noncompliance. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies and procedures
may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for

a

Reprtrt ol'the Auditot'-Gcncrul on tha Finunc'iul Stutemcnt.s ol Drotrght Rc:;ilience uncl .Su.stuinuhle Livclihoocl Progt'ctmnre
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my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Programme to express an opinion on the financial statements.
Perform such other procedures as I consider necessary in the circumstances.

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.
I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

(

FCPA Edward R. O. Ouko, CBS
AUDIT ENERAL

Nairobi

18 December 2018

Report ofthe Auditor-General on the Financial Statements oJ'Drought Resilience and Sustainable Livelihood Programme
( ADF Loan No. 2100 150028315) /br the year ended 30 Jttne 2018 - Ministry of'Agriculture. Livestoch Fi.sheries &
Irrigation
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Drought Resilience and sustainable Livelihood programme @RSLP)
Reports and Financial Statements
For the ended June 30,2018

4.
3OTH

STATEMENT OF RECEIPTS AND PAYIVIENTS F'OR TIIE PERIOD ENDED
JUNE 2Or8

The accounting policies and explanatory notes to these financial an integral part ofthe

ect Coordinator
N
e

ame
(lol. HfltrFil / 1 SI(ft *fr,* v ffr.\(U fl

(IPSAS 1.3.24 requires an entity to separately disclose third party
receipts and payments. These are payments made by development partners directly on behalfofthe entity. Inrecognising these transactions, the receipts must be equal to the payments made and

I

Note
2017fi8 2016/1.7

Cumulative
to-date

Receipts and
payments

controlled by
the entity

Payments
made by

third
parties

Receipts and
payment

controlled by
the entitv

Payments
made by

third
narties

KShs KShs KShs KShs KShs
Ii EC E IP'TS

Transfer liom
Government entities 8.3

0.00 0.00 0.00 54,000.000 84.800.000Proceeds from domestic
and foreigr ppnts 8.4

0.00 0.00 0.00 0.00 0.00Loan from external
8.5

42,586,397.00
422,997,156.

ti 65,961.300.00
332,839,511.

80
1,675,683,553

.73
Miscellaneous 8.6 0.00 0.00 0.00 0.00 0.00

TOTAL RECEIPTS 42,586,397.00
422,997,156.

73 65,961300.00
386,939,511.

80
1,760,493,553

.73

P YMENTS

Compensation of
8.7

0.00 0.00 0.00 2,809,000.00 22,707.688.00Purchase ofgoods and
services 8.8

50,177,607.55 0.00 39,352,497.00
40,405,639.5

5

479,790,279.3

0
Social benefits 8.9 0.00 0.00 0.00 0.00 0.00Acquisition of non-
financial assets 8.10

0.00
422,997,156.

73 0.00
332,939,511.

80
l,lg3,gg5,7gl

.51Transfers to other
entities 8.11

8.630.349.00 0 19,093,940.00 0.00 39,474,399.00Other grants and
transfers and payments 8.12

0.00 0.00 0.00 0.00 0.00

TOTAL PAYMENTS s8,807.9s6.ss
422,897,156.

73 57,446,437.00
376,053, I 50.

35
1,674,959,135

.81

SURPLLIS(DEFTCTT)
(t622t,Ss9.S

s) 0.00 8.s14.863.00
10,786,361.4

5 85,525,417.92

surplus or deficit.)
therefore there is no



Note 20L7118 20t6lL7

KShs KShs

FINANCIAL ASSETS

Cash and Cash

Bank Balances 8.13.A 26,866,689.65 44.685.548.20

Cash Balances 8.13.B 21,477,511.25 12.847.162.25

Cash term osits 8.13.C 0 0.00

Accounts receivables - and Advances 8.14

8,344,200.

965,210.00 7,998,260.00

TOTAL FINANCIAL ASSETS 49,309,4 10.90 65.530,970.45

REPRESENTED BY

Fund balance b/fwd 8.15 65,530,970.45 46,229,746.00

Prior ad 8.16 0 0.00

S for the (16,221,559.55) t9.301,224.45

NET FINANCIAL POSITION 49,309,410.90 65,530,970.45

:rt .., '.

5 STATEMENT OF FINANCIAL ASSETS AS AT 3OTH JT]NE 2018

Total Cash and Cash 904

policies and explanatory notes to these financial statements form part

5 710.45

2018
The accounting
of the financial
and signed by:

Principal
Date q ut8

statements. The financial statements were approved on

Proj ect
Date Ia 2_Or I
ICPAK Number:

Date

t+t0f

2



Drought Resilience and sustainabte Livelihood programme @RSLp)
Reports and Financial Statemcnts
lelJWlllclg! yy ol ended _June 3 0, 20t I

6. STATEMENT OF CASHFLOW FOR TIIE PERIOD 3OTH JUNE 2018

The accounting
of the financial

policies and explanatory notes to these financial statements form an
statements. The entity financial statements were approved on

I
I

201

0 0(

8

7 75 l3

t9 93

J 9 1l

398 1l

t9 1

57 710.45

part
20r8

and

Principal
Date J!

Project
q

2017n8

Note KShs

for activities
Transfer from Government entities 8.3 0.00
Proceeds from domestic and grants 8.4 0.00
Miscellaneous 8.6 0.00

ts for o activities
of 8.7 0.00

Purchase of and services 8.8 7.5550 177
Social benefits 8.9 0.00
Transfers to other entities 8.1 1 00
Other and transfers 8.12 0.00

usted for:
& Advances1n

ustments the 8.16 0.00

Net cash flow from activities 58

CASHFLO FROM II\IVESTIN G CTI\rITIESw A
uisition of Assets 8.10 4 97 t56.73

Net cash flows from Inves Activities 56.73

CASTIFLOw FROM BORROWIN G CTIVITIESA
Proceeds from F B 8.5 465 83 3.73
Net cash flow from activities 73

INCREASE
ALENT

IN CASH AND CASHNET

I 1
Cash and cash t at BEGINNING of the 760.4s
Cash and cash at END of the 48

)4t?, Date 18

1

)tl, 3 Date

2

t8,



ICPAK Member No:

c,.. ij,;,i.1,',-l'-;j' ;L)1,::,'.',i.^'l',' i :';DCll'l'-r.,'l) -\'C':'1,'.1- 'l'If'"lITll

P :r' i:,:cd,s f :: t' hc rror,vin gs

Miscellaneous receipts

Note: The significant budget utilisation/performance differences in the last column are explained

in Annex I to these financial statements.

Principal
Date )B 1 )or2 Date v Darc2

ICPAK
tg

ber No:

tflor

4

ReceiptslPayments Item
Original
Budeet Adiustments

Final
Budget

Actual on
Compara
ble Basis

Budget
Utilization
Difference

% of
Utilizatio
tr

a b c:a*b d g:c-d Fdlc%

Receipts

fpnsfer from Goven:ment
entities
Proceeds from domestic and

foreign grants

Total Receipts

Payments

Compensation of employees

Pwchase of goods and services

Social security benefits

Acquisition of non-financial
assets

Transfers to other govemment

entities
Other grants and transfers

Total Payments
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Drought Resilicnce and sustainabte Livetihood programme @RSLp)
Reports and Financial Statemcn*
For the ancial ended June 30,2018

8. NOTES TO THE FINAI\CIAL STATEMENTS

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

8.1. Basis of Preparation

8.1.1. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IpSAS
financial reporting under the cash basis of Accounting, as prescribed by the pSASB and setout in the accounting policy note below. This cash basis of accounting has been
supplemented'.',itn itccttlrnting ti:r; l) recr'ir,ablcs ihat iirclucic ilnprests and saiiuy acivanccs
and b) payables that include deposits and retentions.
The financial statements comply with and conform to the form of presentation prescribed
by the PSASB.

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

8.1.2. Reportingentity

The financial statements are for the Drought Resilience and Sustainable Livelihood
Programme under National Government of Kenya. The financial statements encompass *re
reporting entity as specified in the relevant legislation pFM Act z0r2 .

8.1.3. Reporting currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional
and reporting currency of the Project and all values are rounded to the nearest Kenya
Shilling.

8.2. Significant Accounting Policies

a)Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs and the
related cash has actually been received by the Government.

oTransfers from the Exchequer

Transfer from Exchequer is be recognized in the books of accounts when cash is received.
Cash is considered as received when payment instruction is issued to the bank and notified
to the receiving entity.

o External Assistance
External assistance is received through grants and loans from multilateral and bilateral
development partners.

5



I

SIGNIFICANT AC C OTINTING P OLICIES (C ontinu ed)

i)it rr"fii.0rt t ilt'lti !'i'.lt lt.,\

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

Cash is considered as received when a paynent advice is received by the recipient entity

or by the beneficiary. In case of grant/donation in kind, such grants are recorded upon

receipt of the grant item and upon determination of the value. The date of the transaction

is the value date indicated on the payment advice.

Proceeds from borrowinq
Borrowing inciudes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and

external loans acquired by the Project or any other debt the Project may take on will be

treated on cash basis and recognized as a receipt dwing the year they were received.

ry ;1 ;j 7 11.: rt tt .:,::j.:!., t, :L L i.: :' i-t ii!, l !.') 'i

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

to flrnding for the Project currently under development where conditions have been

satisfied or their ongoing satisfaction is highly likely and the project is anticipated to

continue to completion. An analysis of the Project's undrawn external assistance is shown

in the funding sunmary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from

disposal of assets and sale of tender documents. These are recognised in the financial

statements the time associated cash is received.

b) Recognition of payments

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

actually been paid out by the Project.

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

o Use of goods and services
Goods and services are recognized as payments in the period when the goods/services

are consgmed and paid for. If not paid for during the period where goods/services are

consumed, they shalt be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which

they incurred and paid for.
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Drought Resilience and sustainable Livetihood programme @RSLp)
Reports and Financial Statemcnts
For the Jin ended June 30,2018

SIGMFICANT ACCOUNTING POLICIES (Continued)

. Repayment of borowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period
in which the repayment is made. The stock of debt is disclosed as an annexure to the
consolidated financial statements.
o Acquisition of fixed assets

The payment on acquisition of properly plant and equipment items is not capitalized.
The cost of acquisition and proceeds from disposal of these items are treated as
payments and receiots items respectivell'. Where an asset is acqLriic,J in a non-exchan,<e
tremsaction fbr nil or nominai consideration and the fair value of the asset can be reliably
established, a contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a sunmary provided for
purposes of consolidation. This summary is disclosed as an annexure to the consolidated
financial statements.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual
goods and./or services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value received for in-
kind contributions can be reliably determined, the Project includes such value in the
statement of receipts and palnnents both as receipts and as payments in equal and
opposite amounts; ottrerwise, the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months oi l"rr,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the financial year. For the
purposes of these financial statements, cash and cash equivalents also include short
term cash imprests and advances to authorised public offrcers and/or institutions which
were not surrendered or accounted for at the end ofthe financial year.

Restriction on cash
Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accounts are
restricted for use in refunding third part deposits

7
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c) ,-\ccuurtts lccc,i v al,i"
For the purposes of these financial statements, imprests and advances to authorised

pubtic officers and/or institutions which were not surrendered or accounted for at the

end of the financial year is treated as receivables. This is in recognition of the

government practice where the imprest payments are recognized as payments when

firlly accounted for by the imprest or AIE holders. This is an enhancement to the cash

accounting policy. Other accounts receivables are disclosed in the financial statements.

0 Pending bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not
i;ivc1.rt the pavi-.e::rt of cash in the repcrting neriod, theyrecolded as'rnerno"andurn' or

'ot1--baiance' items to provide a sense of tire overali net oasir posirion oi'tire i']roject ai

the end of the year. When the pending bills are finally settled, such payments are

included in the statement of receipts and payments in the year in which the payments

are made.

g) Budget

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

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

clearance accounts and accounts payable - deposits, which are accounted for on an

accrual basis), and for the same period as the financial statements. The Project's budget

was approved as required by Law and National Treasury Regulations, as well as by the

participating development partners, as detailed in the Govemment of Kenya Budget

Printed Estimates for the year. The Development Projects are budgeted for under the

MDAs but receive budgeted flrnds as transfers and account for them separately. These

transfers are recognised as inter-entity transfers and are eliminated upon consolidation.

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

budget for the financial year/period under review has been included in an arurex to

these financial statements.

h) Third party payments

Included in the receipts and payments, are payments made on its behalf by to third
parties in form of loans and grants. These payments do not constitute cash receipts

and payments and are disclosed in the payment to third parties column in the

statement of receipts and payments.

During the year Kshs 422,897,156.73 being loan disbursements were received in form

of direct payinents from third parties.
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Drought Resilience ond sustainable Livelihood programme @RSLp)
Reports and Financial Statements
foy lllefryancial year ended.Iune 30.20tI

SIGNIFICANT ACCOUNTING POLICIES (Continued)

D Exchange rate differences

The accountin[ records are maintained in the functional currency of the primary
economic environment in which the Project operates, Kenya Shillings. Transactions inforeign currencies during the yearlperiod are converted into the functional curency
using the exchange rates prevailing at the dates of the transactions. Any foreign
exchange gains and losses resulting from the settlement of such transactionr;; fr;;the trarlslation at year-end exchange rates of monetary *r"i, and liabilities
denominated in foreign currencies xre rccognisecl in the :;tetcments ,;f rlceipts rntl
pa1'mcnts.

j) Comparative figures

where necessary comparative figures for the previous financial yearlperiod have been
amended or reconfigured to conform to the required changes in irnancia statement
presentation.

k) Subsequent event

There have been no events subsequent to the financial yearlperiod end with asignificant impact on the financial statiments for the year ended June 30, Z0lg.

l) Errors

Material prior period errors shall be corrected retrospectively in the first set of financial
statements authorized for issue after their discovery by: i. Restating the comparative
amounts for^prior period(s) presented in which the error occurred; or ii. If the error
occurred before the earliest prior period presented, restating the opaning balances of
assets, liabilities and net assets/equity for the earliest prior peiod presented.

9
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NOTES TO Tm FINANCIAL STATEMENTS (Continued)

S.-;. ti.[ulL,tr'r.r t, t(tlii I trU v']ird'r,'illi r' Uii n-lr,i\ r','r

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

:,li:: I 0.c0 0.00 27,000,000

funds 4 0.00 27,000,000 54,000,000

THE COT]NTERPART FT]NDING CONTRIBUTION FROM THE GOVERNMENT IS
CONTROLLED FROM THE MINISTRY OF AGRICULTURE, LIVESTOCK, FISHERIES
AND IKNGATION DEWLOPMENT FUND POOL.
THUS THE PROJECT DOES NOT IAW A COUNTERPART ACCOUNT FROM WHERE
THE FUND CAN BE CONTROLLED.
THE EXPENDITURE RETURN THAS IS ATTACHED SHOWING COUNTERPART
EXPENDITURES AND CAN BE WRIFIED FROM THE PARENT MINISTRY.

C o unterpart funding th ro uglt Ministry
ALF&I

27,000,000 27,000,0000.00Counterpart funds Quarter 1

0.00 27,000,0000.00Counterpart frrnds Quarter 2

54.000,0000.00 54.000.000

Other transfers from government entities

Ministry xx
Ministry xy
Prolect zxy

Agency xz
0.00 0.00 0.00

0.000.00 0.00Appropriations-in-Aid

54.000,0000.00 54.000.000Total
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Drought Resilience and sustainabre Livelihood programme @RSLp)
Reports and Financial Statements
For the ancial vear ended June 30,2018

NOTES TO TIIE FINAI\CIAI STATEMENTS (Continued)

8.4. PROCEEDS FROM DOMESTIC AND FORTIGN GRANTS

During the 12 months to 30 June 2018 we received grants from donors as detailed in the table below:

Grants Received
Multilateral

from
Donors

African Development Bank
0.00 0.00 0.00 0.00 0.001

TotaI
0.00 0.00

* The direct payment grants represent payments for goods and services done directly by the donor on behalf rof the project. Projects should ensure that the adequate documents and support document i, ..qr.rt"#; Ithe donors to support this grant;

I
I
t
T

T

I
I

1l



Loans Received
Multilaterat'

from
Ilonors

fl{,)a rrsIIISIntemationai O

398,800,
8 r 1.80

422,897,1
56.73

465,483,
553.733.549.841

42,586,3
97.002017ltgAfrican Development Bank

465,483,
553.73

398,800,
811.80

Total

:-'':-_::i_- 
=-_-:E 

.r"-,: -j*l=,.;;'=,-.ii::r:._li:..11;:s5e,=-.+=;=ii,::-,.;

NOTES TO THT'. FINANCIAL STATEMENTS (Continued)

,).;. LUrrl\ .trturvl,L,\t i:,rtil.\L ttnvfli-tJ1'rVllirri'r'.tltiiiiii.-'

Dwing the 12 months to 30 June 2018 we received fi.rnding from development parbrers in form of loan

negotiated by the National Treasr:ry donors as detailed in the table below:

8.6. MISCELLANEOUS RECEIPTS

0.00

0.00

0.00

0.00

0.00

0-00

[Profide explanation as necessaryJ

NOTES TO TIIE, FINAIICIAL STATEMENTS (Continued)

8.1. COMPENSATION OF EMPLOYEES

12

0.00

KShs KShsKShs
0.00 0.000.000.00Property income

0.000.000.000.00Sales of goods and services

0.00 0.000.000.00
Administrative fees and

charges

0.000.00 0.000.00
andFines, penalties

forfeitures

0.00 0.000.000.00
Voluntary transfers other
than prants

0.000.00 0.000.00
Other receipts not classified
elsewhere

0.00 0J0il)ou)0



Drought Resilience and swtainabre Livelihood programmc (DRSLP)
Reports and Financial Statements
For thefinancial year ended June 30,2018

0.00 0.00 0.00 0.00

KShs KShs KShs KShs KShsBasic salaries of
0.00 0.00 0.00 0.00 0.00

rrrLrrvY\ 0.00

0.00 0.00ils of

Basic wages of temporary

Pcrsonli ailt;r,rtrncis illlid
0.00 2,909,000 2,809,000

Personal allowances paid
as reimbursements 0.00 0.00 0.00 0.00 0.00
Personal allowances
provided in kind 0.00 0.00 0,00 0.00 0.00
Pension and other social

contributions 0.00 0.00 0.00 0.00 0.00
Compulsory
social

national
schemes 0.00 0.00 0.00 0.00 0.00

health insurance schemes

Compulsory national
0.00 0.00 0.00 0.00 0.00

Social benefit schemes
outside 0.00 0.00 0.00 0.00 0.00
Other personnel

0.00 0.00 0.00 0.00 0.00

Total 0.00 u)0 0.00 2*808J00 2^809J00

1j
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.8. PURCHASE OI'GOODS AND SERVICES

KShsKShsKShsKShsKShs

3.950,852.60

2,861,000
! -/ r,lr\ :-1',
,l )0rrJUrJ zD

55

Utilities, supplies and
0.000.000.00

0.00

873.55

0.000.000.00

2353

1 .137,820000

961 780

40 I0 873.55

486 829

sI servrceandES

0.00

000
Communication,

I

services

Foreign travel and

subsistence

riornesiic it'avei a"itti

subsistence

328,480

5.55069 12,252,2010.00 0.000.00

Printing, advertising
and - information
supplies & services

0.000.000.000.000.00
Rentals of produced
assets

53.449.59711,688,96173.129,0200.0013,129,020Training payments

2,417,5262,876,0300.000.000.00
Hospitality supplies
and services

1.761.s40 3,587,3120.000.000.00Office Supplies

5,735,3703,034,5100.000.000.00
Specialised materials
and services

2.713.2611,466,4800.000.000.00
Other operating

16,700,53011,101,7881,797,7140.001,797,714

Routine maintenance -
vehicles and other
transport equipment

0.000.000.000.000.00
Routine maintenance-

- other assets

0.000.000.000.000.00
Exchange rate

losses/gains (net)
250A10,72&.
15

7EJ5EJ:T55
550.177.607.550.0050.177.607.5sTotal

[Provide explanation as necessaryJ

14



Drought Resilience and sustainable Livetihood programme (DRSLp)
Reports and Financial Statements
For the ended June 30,2018 t

tNorES To THE FINANCIAL STATEMENTS (continued)

8.9. SOCIAL SECURITY BENEFITS

[Provide explanation as necessaryJ

8.10. ACQUISITION OF, NON_FINANCIAL ASSETS

0.00

I

Governmcnt
pension and
retirement benefits 0.00 0.00 0.00Social security
benefits in cash and
in kind 0.00 0.00 0.00 0.00 0.0JEmployer social
benefits in cash and
in kind 0.00 0.00 0.00 0.00 00JTotal 0.00 0.00 0.00 0.00 0.0L

0.

988.

0.00

0.

0

KShs KShs KShs KShs
Purchase of 0.00 0.00 0.00 0.00
Construction of 0.00 0.00 0.00 0.00 0.(
Refirbishment of 0.00 0.00 0.00 0.00
Construction of roads 0.00 0.00 0.00 0.00 0.(

Construction of civil works 0.00
422,997,15

6.73
422,997,15

6.73
332,939,511

.80
Overhaul & refirbishment of
construction and civil works 0.00 0.00 0.00 0.00
Purchase of vehicles & other

0.00 0.00 0.00 0.00
Overhaul of vehicles & other

0.00 0.00 0.00 0.00

l.t

005

0.

I



Purchase of household furniture
& instif-rrtional eor;jnment 000 0.00

Purchase of office fi.n'niture &
0.00 0.000.00 0.00

0.00

0.00

000 0.00

0.000.00 0.00
Purchase of specialised plant,
equipment and machinery 0.00

0.000.00 0.00
Rehabilitation & renovation of
plant" equipment & machinery 0.00

0.00 0.00 0.000.00
Purchase of certified seeds,

breeding stock and live animals

0.000.00 0.00

Research, studies, project
preparation, design &
supervision 0.00

0.00 0.000.00 0.00Acquisition of land

0.000.00 0.00 0.00
Acquisition of other intangible
assets

332J39511
s0

M"891-L5
6.73

M,891_L5
6.73Total

c.r0

0.00

000
- 0.00

0.00

0.00

0.00

0.00

.'0.00

0.00

0.00

It.;ir;l;i llr.:rti l-.n,:,' it ; i I,,, c iks

of stocks

[Pr ovide explanation as neces saryJ

0.00 0.00
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Drought Resilience and sustainabte Livelihood programme @RSLp)
Reports and Financial Statements

T

I
I
I
I

For the cial ended June 30,2019

NorES To rHE FINANCTAL STATEMENTS (continued)

8.11. TRANSFERS TO OTIfER GOVERNMENT ENTITIES

During the 12 months to 30 June 2018, we transferred funds to reporting govemment entities as
shown below:

KShs KShs KShs KShs
Transfers to National
Government entities
KARLO 0.00 0.00 0.00 2,522,400 4,176,950

0.00 0.00 0.00
Transfers to County
Government
West Pokot I 8 0.00 l,4gg,g22 2,671,900 5,620,142
Isiolo I 5 0.00 1,567,675 2,ggg,g00 745
Turkana 1,541,069 0.00 1,541,069 3,022,940
Marsabit 1 9,63 ,97 1 0.00 7,639,971 3,055,920 6,395,195

1,305,949 0.00 1,305,949 2,593,500 5,536,773
Samburu I 0.00 1,076,964 2,347,490 4,g2g,glg

0.00 8,630.349 16.571,540

TOTAL 8.63034q 0.00 8.630.340 1q.0q3.940 3q.474388

We have confirmed that the beneficiary institutions have received the funds and have recorded these fas inter-entity receipts. We have attached these duly signed confirmations as an Appendi* to tAI I
financial statements.

I
I
I
I

\--

t7
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NOTES TO TIm FINANCIAL STATEMENTS (Continued)

8.12. OTHER GRANTS AND TRANSI'ERS AND PAYIVTBI\TS

[Pr ovide explanation as ne ces s ary]

KShs KShsKShsKShsKShs

0.00

0.00

0.000.00

0.000.00 0.00

0

i'ransfers to low.er

levels of govemment

0.00

0.00e. schools

Grants for
scholarshi

0.00 0.000.000.000.00
Miscellaneous
payments

0.00 0.000.000.00Total 0.00

18



Drought Resilience and sustainable Livelihood programme @RSLp)
Reports and Financial Statements
For theJinancial year ended June 30,2019

r

NorEs To rHE FINANCIAL STATEMENTS (continued)

8.13. CASH AND CASH EQUTVALENTS CARRIED FORWARI)

The project has 2 number of project accounts spread within the project implementation area and 0number of foreign crurency designated accounts managed by the National Treasury as listed below:

8.13. A Bank Accounts

Project Bank Accounts

Bank accounts ote 8.1 26,966,699.65 48.2044,695
Cash in hand (Note 8. l3B 21,477,511.25 12,847,162.25

(Note 8.13Cash uivalents short-term sits
Total

Central Bank of N Io. I0002 125 866,689.65 85,549.20
Central Bank of A/c No. 1000176t48 0.00 0.00

Total Iocal balances

Total bank account balances

19
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

Special Deposit Accounts
The balances in the Project's Special Deposit Account(s) as at 3Otr June 2018 are not included in the

Statement of Financial Assets since they are below the line items and are yet to be drawn into the

Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of flrnds that

were voted in the year. These flrnds have been reported as loans/grants received in the year under the

Statement of Receipts and Payments'

Special Deposit Accounts Movement Schedule

The Special Deposit Account(s) reconciliation statement(s) has (have) been attached as Appendix w
support these closing balances.

8.13. B Cash In Hand

A/C Name cNo....,.
0.00 0.00balance

0.000.00Total amount in the account
0.00 0.00Total amount withdrawn Statement of Recei &Pas

balance SDA bank account reconciliation attachAS

0.000.00A"/c Name c No......
0.00 0.00balance the SDAas

0.000.00Total amount ted in the account
0.00 0.00Total amount withdrawn Statement of &,as

ulo0.00Closing balance (as per SDA bank account reconciliation attached)

3,569,471.00 2,028,402.00Turkana
4,457,660.00 2,889,985.00Isiolo
1,744,969.00 104,998.00Marsabit
3,510,361.00 2,011,539.00West Pokot

1,808,956.253,714,804.25

3,853,410.004,930,374.00Samburu
r49,872.00t49,872.00KARLO

20



Dro ught Resilicnce and s ustainabte Livetihood hogramme @RSLp)
Reports and Financiol Statemcnts
For theJinancial year ended June 30,2019

Total cash balances

[Provide a cash count certificate for each location above]

21
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

8.f3. C Cash equivalents (short-term deposits)

\.,. .; , t -t.:.t,,r .,.^,.,.,;;.i...,: :..Ct:i":,r1i!iO/lS :.;J ;:j,;,:.;Sc:j".,')l..- ," t )t ! .Lyi:;

8.14. OUTSTANDING IMPRESTS AND ADVANCES

8.15. FT]ND BALAI\ICE BROUGHT FORWARI)

0.00 0.00Kenya Commercial Bank [A/C No......]
0.00 0.00Co-Operative Bank of Kenya [A/C No.. . ...]
0.00 0.00Others (Specfy)

0.00 0.00Total

Robert Musodo Gwadoya 965,210.00

965.2r0.00Total

40,101,780.6744,685,548.20Bank accounts
12,847,162.25 6,127,965.33Cash in hand

0.000.00Cash valents short-tenn
0.007,998,260.00and advances

65,530,970.45 46,229,746.00Total

22



Drought Resilience and sustainabte Livetihood programme @RSLp)
Reports and Financial Statements
F9r lhe fi4ancial year ended June 30, 20l B

NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.16. PRIOR YEAR ADJUSTMENT

'11 
ecci.,,'r'1"1,:s - OLltstrncli n ts

[Provide short appropriate explanations as necessaryJ

0.r)i) 0d,;,

t
I
I
T

I
t
I
I
I
I
I
I
I
I
I
I
I
I
I
t

Bank accounts 0.00 0.00
Cash in hand 0.00 0.00
Cash valents short-term 0.00 0.00

Total @ 0J0



' :."::-- " -:
Ilep orts ani 1,' inanc tul,5i rule ntents
For theJinancial year ended June 30, 2018

q oTIrrr,a IMpnfr.'rANT \ISCr osIlRES

9.1 PENDING ACCOIJNTS PAYABLE (See Annex 2A)

9|r- PENDTNC STAFF ?AYABLT',S (See Anner 2TJ)

9.3 OTHER PENDING PAYABLES (See Annex 2C)

0.00 0.00Construction of buildings
0.00 0.00Construction of civil works

0.00Supply ofgoods 0.00

0.00Supply of services 0.00

0.00 0.00

0.00 0.00Permanent employees - management
0.00 0.00Permanent employees - others
0.00 0.00Temporary employees
0.00 0.00Others (specfy)

0.00 0.00

0.00 0.00Amounts due to National Government entities
0.00 0.00Amounts due to County Government entities
0.00 0.00Amounts due to third parties

0.00 0.00Others (specify)

0.000.00

24
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Drought Resilience and sustoinable Livelihood programme @RSLp)
Reports und Finurtciul Stutenrcnts
For theJinancial year ended June 30,2018

IO. PROGRESS ON FOLLOW T]P OF AUDITOR RECOMMENDATIONS

The following is the sunmary of issues raised by the extemal auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frarne within which we expect
the issues to be resolved.

DRSLP/20
t7t(1)

The balances in the
financial statements
are not supported by a
trial balance

The trial balance
was generated
based on the
figures and
balances reflected
in the revised
financial
statement.

Robert
Mugodo
Gwadoya
Chief
Accountant

Resolved Resolved

DRSLP/20
t7 t(1)

Variances between
figures in the
Accounts and figures
in supporting
schedules

The original
financial
statement
contained
omissions
occasioned by
accountable
documents related
to counterpart
funds which the
project has no
account and
therefore no total
control. The
office has since
reconciled the
variances.

Robert
Mugodo
Gwadoya
Chief
Accountant

Resolved

resolved

The
has

been

ISSUe

already

DRSLP/20
17 t(t)

The Cash and cash
equivalents balance is
not supported by bank
reconciliation
statements, bank
statements and board

The bank balance
of Kshs.
44,695,549.20 is
supported by a
bank
reconciliation

Robert
Mugodo
Gwadoya
Chief
Accountant

Resolved

The
has

been
resolved.

ISSUe

already

25



. ,.. " :,;. i-- ;.-.',,;L,.:-. --...: .. --.

i@ports und l,'iruanciul Statemenu
For theJinancial year ended June 30,2018

a

statement and
certificate. of
balance. The
Kshs.
12,847,162.25 is
cash at hand
reai'esenting cash.

transt-ers io other
gour-oment 

.
entltles, wrucn tne
project is fast
tracking for the
entities to
iustifu/account

of survey report

The amended
financial
statement
represents a figure
of Kshs.
7,998,260.00
which represented
the unsurrendered
imprests, which
has since been
surrendered.

Robert
Mugodo
Gwadoya
Chief
Accorurtant

Resolved
been
resolved.

The
has

ISSUe

alreadyDRSLP/20
t7t(t)

The statement of
financial assets and
liabilities reflects a
balance of Kshs.
18,897,993.45 which,
however, has not been
explained or
supported by a

schedule/analysis or
any other
documentation.

Guidance Notes:

(i) Use the same reference numbers as contained in the external audit report;

(ii) Obtain the "Issue/Observation" and "management comments", required above, from

final extemal audit report that is signed by Management;

(iii) Before approving the repor! discuss the timeframe with the appointed Focal Point

persons within your entity responsible for implementation of each issue;

26



D_r.ought Resilicnce and sustainable LiveHhood programme @RSLp)
Retrtorts and Financial Statements
For the ended June 30,201E

(iv) Indicate the status of *Resolved" or 'T.lot Resolved" by the date of submitting this
report to

Principel ject Coordinator

I
Date Date

8

27
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