PAEy \r\ﬁ'& L\

OFFICE OF THE AUDITOR-GENER AL

. T

PARLIAMENT
OF KENYA

THE AUDITOR-GENERAL

ON

/

I'f E FINANCIAL STATEMENTS OF
IONAL DROUGHT MANAGEMENT
AUTHORITY

NA

FOR THE YEAR ENDED
30 JUNE 2017







NATIONAL DROUGHT MANAGEMENT AUTHORITY

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED
JUNE 30, 2017

Prepared in acc@rdance with the Accrual Basis of Accounting Method under the International
Public Sector Acounting Standards (IPSAS)

Level of rounding of: To the nearest shilling.




Table of Content Page
PART ONE: ANNUAL PERFORMANUC E. ........ccccoiiimiininiieinresetnsesssssse st csssssssssssesssesssasasnsasesessaseses ii
KEY AUTHORITY INFORMATION AND MANAGEMENT .........ooooicccecreeeeeeeeeeeeeesessaseenns i
THE MANAGEMENT BOARD.......ccooiiiiritieninientcs i etesessassesessssssssssssssssssesessssssssssssssssseen vii
MANAGEMENT TEAM .....c.cootiiiiiiinninsnsncnsssssinnnsssesssstossssssesesssssssssssossssnssonsssssasassssssssssensases X
CHAIRPERSON’S STATEMENT ...ttt esessaesesesesese s tstessssessssesesesesesensnsasnnns xii
REPORT OF THE CHIEF EXECUTIVE OFFICER (MR JAMES ODUOR)............cceoeuverrmrunennn. Xiii
CORPORATE GOVERNANCE STATEMENT ........cooooiiitiiteeeccccissee e esenesssssssssseeesesesesesanns Xiv
CORPORATE SOCIAL RESPONSIBILITY ......ccoceiiimmirnininrninseersesesisesesesesessssssessessssssssssesesens Xvii
REPORT OF BOARD OF MANAGEMENT .........cccoiivitiineieteeerereseeisesesesesestesssssssssssesssssssssses Xviii
PART TWO: ANNUAL ACCOUNTS ....cuootrtrteieiriiresiisssse e s ssssssssssassssssssssesssencnsssssssssssesesssssesssnsases 1
FINANCIAL MANAGEMENT AND ACCOUNTS.........coovetreemerererceceetssesssesseseenesesseesesesesesesesasesasens 1
STATEMENT OF FINANCIAL PERFORMANC E .......cooooouiuietereetreee e seeseseeseseeseesesesssasasens 2
STATEMENT OF FINANCIAL POSITION.........c.cviuiiieeierete e sessssesescssesesasssssssesesssesesesesenen 3
STATEMENT OF CHANGES IN NET ASSETS ......coiiiitieeteee e sencnesessseesessesssesssasesesasnns 4
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS .....ocoeeiueteeeeeeeeeeeenns 6
NOTES TO THE FINANCIAL STATEMENTS ..ottt eseeeeeesssseseeesaeneeesesee s sesens 7
PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS..........ccceovteeeemeeeeeveeeeeneenn. 20

i|Page



REPORT OF BOARD OF MANAGEMENT

PROGRESS REPORT 2016-2017
Drought and F
NDMA operate
county food sec
is to advise on
which include;
trade. The reco

d Security Information

and maintains a drought early warning information system, coordinates national and
rity assessments, and processes drought early warning information. The ultimate goal
ppropriate, timely early action and no-regrets response mechanisms by the sectors,
agriculture, livestock, water, health and nutrition, peace and security, and markets and
mended interventions are categorised into immediate, medium term and long-term.

)

National Drought Early Warning System

During the period under review, NDMA:
e Producedland disseminated 23 county drought bulletins on monthly basis and 12 monthly
national blilletins.

Developed and incorporated remote sensing technology (vegetation condition index), which

I
allowed NDMA to detect early drought trends across ASAL counties.

VCI June 2017

1 >=50 : Above nomel vegetaton greeness

1 35 50 : homal vagetation greeness
20 35 : Modesate vegetation defick

1 1020 Severe vegetation defct

1 <10 Extereme vegetation deict

B o 02

d used wide-ranging evidence through triangulation of data from various sources
including Kenya Meteorological Department (KMD), Famine Early Warning
work (FEWS NET) and World Food Programme (WFP) to improve the accuracy
of biophysical indicators, such as rainfall data, cumulative amounts and

e Combined a
and sectors
Systems Ne
and reliabil
distribution.|
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Reviewed sentinel (sampling) sites 1 xaewe X —
to enhance representation through s E
data capture from all the livelihood Q Kenya Drought Early Warning System Yk
zones across the 23 ASAL counties.

Established a web-based early g S

warning information SyStem R e e

database which allowed integration,
analysis and synchronisation of data
collected from all the counties in
real time.

Torws of Trade - Barnge County
Developed an android application . B
that supports collection of drought —~ ~« w
early warning data using mobile
phones hence increasing timeliness " ' ‘

‘ i

\

. 4

and cost effectiveness. : |“’|l“|l j

26 county data analysts and 154 __:-"__ i TS . S
field monitors trained on use of moblle phones for data collection to enhance quality of the data
that informs the Early Warning System (EWS).

e ol g Malern T e wasy i’ 3“"‘

Breer evcitan | o

2017 %7« Geat Frice vy Mate Price

T < Towste

Drought and food security assessments
In 2016/17 financial year, the Authority coordinated

the Kenya Food Security Steering Group (KFSSG) to National Food Security Phase Classification

undertake three food security assessments. _ WRAWIY2017  Projected through Oclober 2017

The 2016 Long Rains Assessment (LRA) was
carried out from 18" to 30™ July 2016 while
the Short Rains Assessment (SRA) was
conducted from 16" to 27" January 2017. A
mid-season  assessment was conducted
between 8" and 12" of May 2017 due to
below average performance of the March-
April-May (MAM) 2017 long rains.

The findings of short rains assessment
informed the Government decision to declare =
drought a national disaster in February 2017. This allowed involvement of both local and
international partners in complementing Government drought mitigation efforts.
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reporting perio
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iod under review, the drought National Nutrition Situation
veral ASAL counties moved —— Prafactud syl Outeber 3047
larm stage, with a worsening : -

ecurity assessments. Rapid
formed priority areas for
ssisted in identification of the

mitude of response options to
insecurity and  resource

of drought and food security information.

coordinated four Kenya Food Security Meeting (KFSM) forums where the long and short
sessment reports and the mid-season food security reports were validated and shared.
nated findings of both the LRA and SRA through the Intergovernmental Committee
by the Cabinet Secretary for Devolution and Planning.

d food security assessment reports and monthly drought bulletins on the NDMA website
ce dissemination to a wider audience.

cial media, especially twitter, to communicate drought information and assessment
' to stakeholders.

and circulated 600 copies of the LRA report and 5 integrated phase classification (IPC)

ated messages about ongoing drought interventions through chiefs’ barazas.
d 6 electronic newsletters which highlighted drought early warning information and
upcoming interventions by the Authority. The newsletter was disseminated through the

d their regional updates and outlooks e.g. FEWS NET

g system has over the years been funded by development partners. However, during the
, the Kenya Government fully supported the adaptive EWS with funding from the

[y.

Challenges
e Poor rodd infrastructure which increases data collection time in the ASALs.
e Limited|mobile telecommunication coverage which hinders use of digital data collection tools
outside @f the major towns.
e Inadequiite financial resources.
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Drought resilience and sustainable livelihoods

Drought risks have far-reaching effects in environmental sustainability, nutritional status, educational
opportunity, social relations (gender roles), political stability, inequality and economic growth of Arid
and Semi-Arid regions. The Ending Drought Emergencies (EDE) strategy acknowledges the importance
of building resilience of affected communities to enable them to cope better with the effects of frequent
and more severe droughts. The overall goal of the EDE Pillar Four is to strengthen the resilience of
livelihoods in arid and semi-arid counties to the effects of drought and climate change. In addition, Pillar
Five on the drought risk management also recognises that failure to address risks associated with drought
in time and effectively leads to costly disasters.

This section focuses on three broad resilience building thematic areas in line with the NDMA Strategic
Objectives namely; i) Social protection ii) Investments in strategic disaster risk reduction interventions
and 1ii) Adaptation to climate change.

Enhancing Social Protection

Social protection refers to specific set of public actions to address the vulnerability of people’s life
through social insurance, offering protection against risk and adversity throughout life. This is achieved
through social assistance, offering payments to support and enable the poor; and through social
inclusion efforts that enhance the capability of the marginalised to access social insurance and
assistance. Social Protection is one of the measures by Government of Kenya for addressing issues of
extreme poverty and vulnerability in the poorest households in drought-prone areas. NDMA is
implementing two programmes under its social protection portfolio; i) Hunger Safety Net
Programme (HSNP) ii) Asset Creation Programme (ACP)

Hunger Safety Net Programme

The Hunger Safety Net Programme is a national flagship
programme that implements the Social Protection Policy
(2012) under the National Safety Net Programme
(NSNP) - one of the key objectives of the social pillar
under the Vision 2030. HSNP is a social assistance

unconditional cash transfer programme implemented in four
of the poorest arid counties of Turkana, Wajir, Marsabit and
Mandera. The programme is funded by the governments of

Kenya and the UK. The objective of the bimonthly cash
transfers is to build resilience and improve livelihoods.
HSNP applies a two-factor authentication payment
system that uses both biometrics and PIN to access funds HSNP cash transfers are enabling poorest

according to the requirement of the NSNP. househald.eat more nutritionally diverse food,
larger portions and more frequently.
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¢d regular, bi-monthly

»nditional cash transfers

e Delive

ed a
of
households across
counties| for ease
sharing.
e Developéd and decentralised a

decentralised
registered
the four

of data

case ma ement system that
enables Beneficiaries to lodge
complaints and grievances, thus

¥ public participation
justice.
er 2,000 staff, Chiefs,

Assistant Chiefs, HSNP

beneficiaries, implementing

partners afid county government personnel on use of
the case m@nagement system.

e Developed

informatiol to 60,000 subscribers including
beneficiarigs, NDMA staff, Chiefs, implementing
partners and county government staff.

Asset Creation

Kenya (GoK) and
food security shoc
initiative by protec
is done through pa
ASAL counties.

Key achievements

In order to improve ‘lo
the following areas §
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HSNP 2 impact evaluation

An independent evaluation released in June 2017 ranked HSNP
highly compared to other national cash transfer programmes in terms
of; regularity and timeliness of payments; provision of full bank
services; strong case management systems; monitoring and
evaluation (M&E); scalable responses and communications. Other
impact findings included;

a bulk SMS system and disseminated

HSNP has a profound impact on the livelihoods of the most
vulnerable households as the cash transfers are largely spent on
food and basic needs such as clothes, school fees and paying
off credit debt.

The programme has a positive spill over on the rest of the local
economy since some beneficiaries are able to use a portion of
the cash transfers to start small scale businesses within their
communities.

Beneficiary households use the money to prepare for future
needs. For example, saving or investing in livestock, or sharing
with others who may help them in times of need.

HSNP has improved beneficiaries’ psychological wellbeing.
By reducing stress and easing some of the negative effects of
poverty, the cash transfers have lifted the spirits of targeted
households and improved their sense of dignity and self-worth.
The programme strengthens existing social support networks
in communities and is felt to have created more peace and unity
within households.

60% of recipients of HSNP regular cash transfers are women,
meaning HSNP is enabling inclusion of rural remote women in

/The difference from HSNP is a \
lot. You can open an account.

You pay your children’s school

fees. You get hope.

-- Female community leader,

Wajir

—l

4

orld Food Programme (WFP) to build community resilience to drought and related
. It supports Kenya’s social protection strategy and contributes towards the EDE
g and rebuilding livelihoods. The programme implementation at community level
nerships between NDMA, County governments, WFP and Non-state actors in 14

od security and resilience building during the year under review, ACP invested in
the household level; soil and water conservation, rainwater water harvesting for



domestic and livestock use, crop and pasture production, construction and rehabilitation of access roads,

and promotion of small scale irrigations.

e A total of5,538 metric tons of food andKshs 363 million were transferred
to 705,000 beneficiaries (117,500 households) to compensate for work norms (standard measure of
work done per person/day).

¢ Constructed rainwater-harvesting structures in 1,000 project sites across 14 ASAL Counties.

Enhanced crop and livestock production at household level through irrigation, dry land farming,

pasture enclosures and rangeland rehabilitated (refer to ACP result annex).

Investments in strategic disaster risk reduction interventions

Under this thematic area, the NDMA focuses on implementation of projects that build the capacities needed
to manage drought episodes more efficiently and thus facilitate early response. These are carried out in partnership
with the county governments and other actors, including the UN system and civil society organisations. During
the reporting period, the Authority implemented key interventions in the following priority areas;

Drought preparedness infrastructure

NDMA, through the EU funded drought contingency fund (DCF) identified and implemented strategic
investments in drought preparedness that are expected to improve the capacity for early and efficient
response during drought crisis. This was achieved in collaboration with relevant line ministries and other
county service providers. Investment in drought preparedness projects in the financial year 2016/17
include:
¢ Construction of dams and extension of water pipelines; Mbasya water pan in Makueni, Shomela
water pan in Kilifi and Chengoni in Kwale, Ndiriti Aguthi community water project in Nyeri and
Ngolia water pipeline in Taita Taveta County.
¢ Implemented food security projects including a sweet potato value addition project in Meru County
and sorghum intensification project in Garissa.
¢ Supported pasture production at Nadungoru and Ethi at IL Ngwesi group ranch in Laikipia that saw
140 acres put under Rhodes grass (fencing and sowing).
e Completed 80-bed capacity girls’ dormitory at Enoosaen primary school in Narok to facilitate
retention of girl-child in school during drought periods.
¢ Promoted collaboration with county governments and communities in which NDMA contributed
Kshs 124,225,266, County Governments Kshs 36,405,103 and communities Kshs 17,000,705.

ASAL based value chains

The NDMA promoted and developed ASAL based value
chains to strengthen drought preparedness mechanisms
and minimise related risks. This was funded by the EU
through a call for proposals. The action was
implemented through grants to seven NGOs namely;
World Vision Kenya, Oxfam GB, SNV Netherlands,

EUCORD, CAST and German Agro Action and Farm Fishing;;;t} dénared toﬁshing communities in
Africa at cost of Kshs. 1,205 billion (€ 10,049,547). The " Turkana

16 counties targeted were; Turkana, Samburu, Baringo, Isiolo, Marsabit, Tana River, Wajir, Kitui, Kilifi,
Kajiado, Narok, West Pokot, Tharaka Nithi, Embu, Makueni and Meru.
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Key achievements

e 76 tons of dried fish was distributed to 5,000 vulnerable
persons in the project area, representing a total of 2,131
households. Fish substitution to replace pulses in WFP relief
food distribution pipeline: a total of 36 tons of dried fish was
distributed to 5,000 people through 73 traders amounting to
Kshs 18 Million

e 190 tons of fresh fish was harvested from Lake Turkana
and sold to the fish traders by more than 500 fishermen.

e Kshs 36 million was injected in the local economy through
the fish distribution process.

Improed f&ud security rough Sfunctional local

marvkot morhanicmk for fichino rommunitioc in

e 6 water pans were constructed, benefiting 3,000
households in crop and livestock production.

e Supported 6,626 farmers with 99.78 tons of
vegetable and cereals seeds resulting to production of
178 tons of maize and 74 tons of vegetables.

e Local breeds of cattle, goats, chicken improved
. through distribution of 42 Boran and 7 Sahiwal bulls,
428 Galla bucks and 600 cockerels that are fast
maturing and fetch better prices.

e Supported vaccination of 34,000 cattle against foot
and mouth disease and 254,000 small stocks against
sheep and goat pox.

- = ' o 19 markets constructed, and adopted private-public

Fishing production : as boosted income of the partnership (co-management) model
communities in Tu na

"v

Governance for Disaster Risk Reduction

Through the UNIJP funded Governance for Disaster Risk project, NDMA implemented interventions in
the areas of; supplort to policy enactment; establishment of mechanisms for assessing and monitoring
disaster losses anfl impacts; support in mainstreaming DRR into government planning and budgeting
process; disaster ififormation management systems and partnerships.
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Key achievements

Trained 10 (3 Female) local
community members on leather
tanning and production. Produced
end products worth Kshs100,000.
Constructed a fish banda at
Kalokol, Turkana County. 387
(202 Female) community
members are benefiting. The
proceeds from sale of fish
currently supports 28 children in
the community to  access

“ ., w
Py ~»° .

4 5
R BV
education. A farmer displaying an eggplant in Turkana

Trained 4 local community groups in Turkana with a total of 142 members (86m; 56f) on
establishing and managing viable bee-keeping enterprises in ASAL areas.

Supported 500 (92 Female) farmers in Nawoyawoi Irrigation scheme with mechanised land
preparation. The farmers harvested a total of 3,800 kgs of maize and 1,250 kgs of sorghum.
Supported 55 farmers (15male: 40female) to set up a vegetable orchard through promotion of
agriculture extension services for production of kales, spinach and tomatoes.

Capacity building and investments for enhanced stabilisation

Droughts exacerbate conflict within and between communities due to competition over scarce resources.
During the reporting period, the Authority with support of UNDP and the Government of Japan
implemented a project to mitigate the increasing impact of conflict on communities in nine counties
namely; Turkana, Kilifi, Kwale, Tana River, Garissa, Lamu, Marsabit. The peace and conflict work was
supported by the International Peace Support Training Centre (IPSTC). Under the project, communities
were equipped with skills and knowledge to address and advocate for cohesive and peaceful communities
within the seven target counties. The project also sought to integrate conflict and disaster risk reduction
strategies into national and local government planning processes.

Key achievements

* Enhanced the capacity of 1,423 people (628 female, 795 male) for disaster preparedness and response
through awareness creation, including 519 government officers and 907 community members.

* Enhanced livelihoods and economic engagement of 584 youth at risk (327 female, 257 male) through
skills building and establishment of small enterprises to strengthen youth resilience against disasters,
conflicts and other threats including radicalisation.
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e Trained peace committees
through community peace forums
target colinties to improve
cohesion, feace and community
organisatio

e The projecticontributed to gender
equality in}ipeace building and
cohesion By ensuring 40%
representati¢ in the peace
committees and disaster
management|platforms.

e Linked taret counties with

in four

social

national vel institutions,
including th¢ National Steering
Committee, MA and National Banana production in Tana River

Disaster Manfigement Unit.

Adaptation to climate change
f the Adaptation Consortium, NDMA piloted an integrated approach to allow poor
ascholds to prioritise investments that would provide resilient pathways out of poverty
erability. The &g} iV % ‘
abled county £ 72,
pstitutionalise a
ocess that puts
ntrol of their
s, and ensure
nities oversee
finance from

Through support
and vulnerable h
and climate v
approach also
governments to
decision-making ¢
communities in
adaptation priorit
vulnerable comm
flow of climate

. -

international/national to  local
level, hence enhancing
accountability. oo : e

o, X .
™ Downscaling of climate information using pamphlets

P

Key achievements
e Approximatgly 2,020,630 persons (1,000,211fand 1,020,418m) supported to cope with effects of
climate cha ‘ through investments in climate-resilient projects by the County Climate Change

Funds (CC d ), as well as provision of climate information. This represents 80.8% of the set

target for 20

e The five co
institutionali
Management

and 140,823

ties of Isiolo, Garissa, Makueni, Wajir and Kitui adopted two approaches for
ation of the CCCF; through enactment of regulations under the Public Finance
ct, 2012); and through development of Bills. A total of 278,858 people (138,035f
) directly benefited from the CCCF and an additional 72,366 persons indirectly
gh establishment of related processes including intermediary training, resource
ses in Wajir and Isiolo among others.

elopment of five Climate Information Services Plans used to deliver climate
ices and provide a framework for other sectors, such as livestock, agriculture,
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water as well as county planners and communities to access timely and relevant information that
allows for effective decision-making.

¢ Raised CCA awareness to 375,076 households in five counties using various communications
channels including radio, CIS Intermediaries, local administrators and technical extension
officers.

¢ Developed daily, weekly, monthly, seasonal forecasts and occasional warning/alert forecast.
These were generated and downscaled to the sub-county levels.

e The work of the consortium was adapted 32 times across the five counties at the sub-County
levels, nationally and internationally against a planned milestone of 10 times at the county level.

Challenges and recommendations

Challenges

¢ Low coverage of national identity cards in the project area, hampering opening of functional bank
accounts for targeted beneficiaries under the social protection programme.

* Poor infrastructure, low connectivity and vastness of the counties slowed the speed in which
programme activities are implemented at the grassroots level.

* Inadequate coordination of cash transfers across programmes and partners. Multiple dipping by
households receiving more than one support, especially during drought emergency scale ups by
NGOs working in humanitarian sector.

¢ Insecurity continued to pose a major setback in implementation of projects

Recommendations
¢ Enhanced coordination efforts of NGOs cash transfer drought emergency intervention.
e Enhanced collaboration with National Registration Bureau to address lack of National IDs,
especially for marginalised, poorest and most vulnerable households.
* Need for complementary relationship with the different interventions in social protection to
enhance the positive impact on target communities.
e  Work with County security teams to address issues of insecurity in affected areas.

Drought Contingency Planning and Response

Article 43 of the Constitution obliges the State to take legislative, policy and other measures for
progressive realisation of a raft of rights. This includes the right to be free from hunger but drought
undermines efforts to progressively realise this right. As a specialised institution, NDMA prioritises
drought response and support to vulnerable households to protect their livelihoods from drought shocks.

In addition to providing drought early warning information, the Authority coordinates preparation of
contingency plans and disbursement of timely finance for response through a participatory, tiered and
evidence-based, bottom-up business process in 23 ASAL counties. The business process is further
strengthened by the national drought response coordination mechanism (Inter-government and inter-
agency committee) for drought response in the event drought situation goes beyond the capacities of the
counties.
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financing mechanism

nvisages strong institutional and financing mechanisms for drought management.

uthority has been piloting a predictable drought risk financing mechanism using
ts and approaches. Evidence suggests that early action protects lives and livelihoods,
ligh cost of emergency response. During the reporting period, NDMA:

guidelines, standard operating procedures and piloted use of drought contingency

ught preparedness and early response.

guidelines and operations manual — Drought Response Manual — to inform

interventions during different drought phases. The manual was validated by the
§ in December 2016.

>gulations for a National Drought Emergency Fund (NDEF) which is now awaiting
parliamentary approval. The NDEF is an innovative way of ensuring that finance
ght response is always available when needed.

ent has already set aside Kshs 2 billion as seed money for the NDEF during this
ught response reflection, learning and good practices workshops to document
| during the 2016/17 drought.




Drought response initiatives

During the reporting period, the country and the entire Horn of Africa region experienced severe drought

arising from four successive Disbursement by Sectors
failed rain seasons. NDMA Aue © CoorCluen y

% " ucation
responded through a three- e s

thronged approach; * Security

1% * Health and Nutrition

5%

1.  EU funded Drought
Contingency Fund

1. Scalable cash transfers
through the Hunger
Safety Net Programme

1ii.  Resource mobilisation
from the National
Treasury and other
partners

" Livestock
73%

In February 2017, H.E. the President declared drought a national disaster, rallying Government sectors,
County Governments, development partners and other non-state actors to respond.

5.2.1.1 Drought Contingency Fund

The Authority, through the EU funded ASAL-Drought Contingency Fund project, disbursed Kshs 865
million to support drought response activities identified by sectors in 21 ASAL counties. Focus was
mainly on the livestock sector, which was most affected by the drought. Consequently, about 75% of
the funds were spent on livestock feeds, off-take, and livestock disease control.

Figure 1 : 2016/17 DCF sector allocation per county

Disbursement by county and sector

Million
e ]
e
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e
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Support to the hvestock sector included;
o Kshs212million for provision of 108,071 bags (50 kg) of drought pellets and daily meal to
173,861 breeding cattle across ASAL counties.
o Kshs19.4 million for distribution of 49,690 blocks of Urea Molasses Mineral Blocks to 67,124

heads of gattle and 100,400 sheep and goats.
o Kshs 20 million for procurement and distribution of 30,662 bales of hay to 7,568 households

supporti 12,406
cattle and 20,530 sheep
and goat

o Kshs60.54! million for
vaccinatigh of 820,956
heads of cattle and
1,288,6801 sheep and
goats agamst notifiable
diseases. ||Kshs 1.46
million r discase
surveillange in 66 hot
spots.

o Kshsl86.
slaughter
commerci
benefittin

During the reporti
which saw milita
reach areas in AS
communities and

for

KDF trucks during launch of drought livestock feeds distribution in Turkana
and  Countv

off take

03,718 people.

period, NDMA entered into a partnership with the Kenya Defence Forces (KDF),
trucks assist in distribution of livestock feeds especially in expansive and hard-to -
counties. The NDMA interventions were rated highly by the County Governments,
er stakeholders.

ntions across the ASAL counties were as follows;
illion for supply of water equipment to strategic water facilities befitting 936,340

Water sector inte
o Kshs 32.7
people.
o Kshs17 million for water trucking to communities, schools and health facilities.
ion for emergency repairs.
illion for fuel subsidy targeting strategic boreholes.

The Authority spenf Kshs 85.8 million on support to the education sector in the form of fees subsidy for
under-privileged students in 138 secondary schools in Garissa, Isiolo, Lamu, Taita Taveta and Turkana
counties. An additidhal Kshs. 37.7 million went towards support to the health and nutrition outreaches
in which 169,594 children in drought stricken counties were screened, while Kshs 10.7 million was spent
on peace and securify initiatives across ASAL counties.
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Drought shock responsive scalable cash transfers

Scalable cash transfers are paid based on vegetation condition index thresholds, with each household
receiving Kshs 2,700 per month. In early response to the ongoing drought, the Authority achieved the
following through the HSNP programme;
» Disbursed Kshs1.02 billion as scalable cash transfers to extra households (97,918) that are not
on the regular cash transfers in the four counties of Turkana, Wajir, Mandera and Marsabit. Of
this amount, Kshs 609,352,200 was provided by DFID and Kshs 419,704,200 by the EU.

Households Paid Transfers Paid (Millions)

450 — - —
400
350
300
250
200
150
100
50

Mandera Marsabit Turkana  Wajir Turkana Mandera Marsabit  Wajir

» The HSNP system has been adopted by other humanitarian organisations/stakeholders for
drought emergency scale up. These include Kenya Livestock Insurance Programme (KLIP),
Trocaire, UNICEF, Population Council, Concern, Oxfam, VSF Germany and USAID. Others are
Kenya Markets Trust, Kimetrica, Africa & :
Risk Capacity, OPM, ILRI Index —Based
Livestock Insurance Save the Children,
Department of Social Development,
Solidarities International, State Department
of Livestock, FAO, Ministry of Agriculture
Livestock and Fisheries and the Kenya Red
Cross. :

A beneficiary in Marsabit county receives cash
under the HSNP scalable pay-out
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ing from the National Treasury, County Government and other partners.

input from the Inter-Agency Committee Drought and Food Security, a Cabinet Memo
November 2016 setting out a three-phased response and resource envelope for each
st phase spanning November 2016 to January 2017 the National Treasury released Kshs

was adopted
sector. In the

5.4 billion; s 9 billion for phase two (February to April 2017); and Kshs 7 billion for phase three
(May to July 2017). Sector allocations were as follows:
E 16/17 National Govenment Drought Response - Sector Resource Allocation
; Drought Coordination,
0.3% v
/Agrlculture,l.s%
Special Programs, 46.6%
i Public Service
} and Youth, 0.3%
3 Regional Dev. Authorities,
22%
o 30 S TS |
e Under thdl Chakula Kwa Jamii cash transfer programme, the State Department of Special
Programmigs disbursed cash to 259,668 vulnerable households, representing 1,558,010 people in
13 ASAL gounties. Target arid counties included Samburu, Isiolo, Garissa, Tana River, Baringo
and West Pokot while the semi-arid counties were Makueni, Kitui, Kilifi, Kwale, Taita Taveta,

billion wi
Kshs2,300

a transfer value of Kshs3,000 per household per month for arid counties and
r semi-arids, based on cost of food.

k sector was allocated Kshs 4,160,000,000 over the three phases for purchase and
flivestock feeds, livestock off take and livestock disease control, while Agriculture

regional authorities and National Youth Service. Interventions mainly targeted
water distriBution and storage, repair/rehabilitation of boreholes and drilling and equipping of

boreholes.
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¢ The health and nutrition sector received Kshs 2,139,502,044 over the three phases for provision
of therapeutic and supplementary feeds for children below five years, integrated outreach
services and mass screening and provision of treatment chemicals to affected households.

e Response funds amounting to Kshs1,124,593,978 for the education sector went towards fees
subsidy to day secondary schools, expanded school meal programme and rain water harvesting
and sanitation

The Ministry of Agriculture was allocated additional resources for the maize flour subsidy programme
implemented during the reporting period. Further, UN agencies and humanitarian partners also made a
flash appeal to development partners of USD 165.7 million towards Kenya’s 2016/2017 drought
response.

Drought Coordination and Knowledge Management
Drought Coordination

Drought management is a cross-cutting issue that requires collaborative and effective action by a wide
range of state and non-state institutions at all levels therefore, a sustained, long-term and coordinated
approach is a prerequisite for reducing vulnerability to drought.

In fulfilment of its mandate to coordinate all matters relating to drought management, the Authority has
established drought and food security coordination mechanisms at national and county levels. The
achievements of the coordination frameworks are as follows;

Inter-governmental committee on drought and food security

This committee is responsible for providing policy direction and resource mobilisation for drought
response.

e The committee held 8 meetings during the reporting period to consider reports from lower level
committees and provide policy direction, mobilise resources for drought response and
coordination of response efforts by national and county governments and other stakeholders.

¢ In October 2016, the committee prepared a Cabinet Memo on drought and food security that
enabled mobilisation of funds for drought response from the National Treasury.

* The Cabinet approved Kshs 21 billion towards drought response interventions for a period of
nine months starting November 2016. This enabled the country to respond early to the emerging
drought situation.

Committee members are Cabinet Secretaries for Devolution and Planning (Chairperson), Health,
Agriculture, Livestock & Fisheries, Education, Interior and Coordination of National Government,
Water & Irrigation, Environment & Natural Resources and the 23 ASAL Governors. The chair of
Council of Governors Food Security Committee co-chairs the committee. The Chief Executive Officer
of the NDMA is the secretary to this committee.
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ental technical committee on drought and food security

Inter-govern i
provides technical support to the Inter-governmental committee on drought and food

This committée

security.

e It held|l 0 meetings during the reporting period to consider drought response resource needs and
gaps afid made recommendations to the Inter-governmental committee on drought and food
securi

e The committee also developed and operationalised standard operating procedures for various
sectorsifo ensure effective, coordinated and timely response.

ludes the following Principal Secretaries; Special Programmes (Chairperson), Health,
estock, Education, Interior and Coordination of National Government, Water, Irrigation,
atural Resources and relevant CECs from the 23 ASAL counties. The Chief Executive
DMA is the secretary to this committee.

Agriculture, Li
Environment,
Officer of the

ymmittee on drought and food security

Inter-agency ¢

The committeelheld 5 meetings to review recommendations by various committees and mobilise

resources for ought response from within Government, UN agencies, development partners,
Os, private sector and other actors.

international NG

It is chaired by fhe Secretary to the Cabinet and Head of Public Service, with NDMA as the Secretary.
ernors, Cabinet Secretaries, UN-Agencies, Development Partners, and International
al Organisations. NDMA and UN OCHA currently provide secretariat services.

Kenya Food Sedurity Meeting
The forum met 4
Mid-season drou
Kenya Food Sec

imes during the reporting period to validate findings of Long Rains, Short Rains and
t and food security assessments done by a multi-agency technical team referred to as
ity Steering Group (KFSSG).

KFSM brings tagether experts drawn from relevant Government departments, UN agencies and
International NG ‘ s. KFSM, which is led by NDMA, generates and quality-assures drought and food
security informatign for decision making by other committees and stakeholders.

County Steering

e reports and meetings, the counties have been responding on time to the unfolding
' food security situation. CSGs are chaired by the Governor and co-chaired by the
missioner, with NDMA as the Secretariat.

s drawn from organisations and departments handling drought-related matters at
Society Organisations (CSOs), Faith Based Organisations (FBOs) and community
§ through the CSG meetings that sector drought response and resilience needs are
ed. The forum also provides for synergy and coordination of response and resilience
lar structure and function is replicated at sub-county level.

drought an

County Co
CSG membership
county level, Civil
representatives. It
prioritised and finar
interventions. A si
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Coordination for EDE

The Ending Drought Emergencies (EDE) initiative
is a Government commitment to the regional
efforts towards drought resilience. Through this
initiative, the Government has committed to ending
drought emergencies by 2022. The EDE is
implemented through a Common Programme |
Framework across various sectors within National
and County Governments and coordinated by
NDMA.

It 1s coordinated through various committees

namely; National EDE Steering Committee, EDE Pillar Groups and CSGs. These committees are
supported by an EDE Secretariat provided by the Authority.

Achievements made during the reporting period are as follows;

Provided financial and logistical support to various ASAL institutions that implement EDE
activities. These include; ASAL Stakeholders Forum (ASF), Pastoralist Leadership Summit
(PLS) and National Council on Nomadic Education (NACONEK).

There has been marked increase in resource allocation to ASAL counties by the National
Treasury from Kshs 127.75 billion in 2015/16 to Kshs139.07 billion in 2016/17.

Supported EDE pillars to carryout legal and policy reforms namely; ASAL Policy, National
Peace Policy, National Water Policy, National Irrigation Policy, and Livestock Insurance Policy.
Facilitated drafting of the Third Medium Term Plan for Ending Drought Emergencies (EDE-
MTP III) for Kenya Vision 2030.

Resource Mobilisation

Through the coordination of these committees, resource requirements and gaps for drought response
were identified and resources mobilised from government and partners. During the reporting period, the
Authority received support from the European Union, DFID, WFP, UNDP and USAID.

The resource requirement for the 2016-17 drought was estimated at Kshs 21.2 billion and
implemented in three phases. The resource requirements and gaps were based on county drought
contingency plans and national level priority needs. During the first phase of funding (November
2016 — January 2017) the National Treasury allocated Kshs5.4 billion. A further Kshs7.4 billion
was released during the second phase (February — April 2017), with the county governments
providing an additional Kshs2.2 billion.

In addition, the NDMA through European Union-funded ASAL Drought Contingency Fund
Project disbursed Kshs 865 million to support drought response activities identified by sectors
in 21 ASAL counties.

The Authority has since November 2016 disbursed additional Kshs1.13 billion as scalable cash
transfers to cushion extra vulnerable households that are not on the regular cash transfer in Wajir,
Mandera, Marsabit and Turkana counties. Scalable cash transfers are paid based on vegetation
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condition index thresholds. The cash transfer scale up is supported by the Kenya Government,
DFID nd the European Union.
e Through the coordination frameworks, county governments also contributed significantly to

response. Counties set aside funds for key interventions such as water trucking,
ing/equipping of boreholes, health and nutrition, livestock off-take and provision of food

relief.

e NDMA developed a resource mobilisation strategy and developed two concepts for funding.
The A hority is currently working with the International Union for Conservation of Nature
(IUCN) and National Treasury to access the Green Climate Fund (GCF) to finance the two

ifed resources for EDE implementation from various partners including 30 million Euro
¢imately Ksh3.3 billion) from the EU to support EDE Pillars 5 & 6 and 63.9 million Euro
imately Kshs70.2 billion) from EU Trust Fund for prevention and mitigation of impact
|conflict in cross borderland areas and to promote economic development and greater
de in the Horn of Africa region.

pport received from partners include: 5 vehicles, 11 motorcycles and assorted office
t & furniture from USAID/REGAL-IR, USAID/AHADI. Africa Lead also supported
isational capacity assessment of NDMA to deliver on its mandate including EDE and

0 EDE performance management systems.
Governments

Most of drought
livestock and healt

isk management functions are devolved to counties, namely; water, agriculture &
and sanitation. In this regard, NDMA partnered with county governments to deliver
objectives. The Authority also supported and partnered with county governments to

during the reportif)
e Supported
e Supported ¥
e Supported
e Supported
e Supported
legislation

e Provided
Governme

e Supported t
l
change funds
e Partnered w ‘
intervention

rought contingency planning in 23 counties.
d coordinated drought response interventions in 23 counties.
stomisation of EDE in ASAL Counties.

p iority preparedness and resilience projects.
County Assemblies of Mandera and Turkana on development of social protection
| d mainstreaming into the county budget processes.

pught and food security information regularly for decision making by county
5, communities and other stakeholders.

development of climate change adaptation legislation and establishment of climate
in 5 counties (Isiolo, Wajir, Makueni, Kitui, and Garissa).

County Governments and NGOs to implement priority drought resilience building
E.g. Chengoni integrated food security project in Kwale County.

Through the conting ¢
minimum losses an

drought was more se\

ncy planning, resources mobilisation, activation and targeting system resulted in
damages to ASAL livelihoods. For example, despite the fact that the 2016/17
ere, losses and damages as a result of this drought was far much less.
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Figure 5: Forage condition Index showing successive failed or depressed rains
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Citizen Participation

NDMA has mainstreamed citizen SidNE
participation, accountability/social audit
mechanisms in  programming  and
implementation of its core activities.
Some of these processes include;

1. Participatory drought risk

analysis.

1. Participatory contingency
planning.

1.  Complaints and  grievance |-
handling mechanism/social
audits.
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iv.  Stakeh
The Authority,

er engagement frameworks.

hrough the HSNP programme, developed a case management system incorporating
programme updates and complaint management function. This allowed beneficiaries and general public
to query, reportibr receive programme information through SMS, radio, web, phone. To increase face-
to-face interactifin, the system also allows Chiefs or Assistant Chiefs to engage with beneficiaries and
general public and escalate issues to programme offices and managers. The case management system,
which used to Jbe managed by four stakeholders Helpage, Racida,and Hawenka, has since been
institutionalisedlinto Government systems for sustainability. Figure Y shows trends in case management
while Figure: shiiws use of SMS to disseminate programme information to beneficiaries

Figure Y: Cases Trend in Period
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1500 / \
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Public-Private Partnerships

The Authority haslpartnered with the private sector to provide services, particularly financial services to
target communities. For
instance, NDMA has ACTIVE PAY AGENTS IN HSNP COUNTIES
partnered with Efuity Bank ,
and Financial Sector | O
Deepening Trust (ESD) in the ‘ - .
cash transfers to Inerable s 2\ » . 1 ‘,--;-_‘a'-}y- - o
communities in || Turkana, .. N e a R o
Mandera, Wajir anfl Marsabit. VALY, & - ) [ e g el
Based on lessons lgarnt from W g A e 3 IV ‘ o i P '; ey
this initiative, the Department . } %}‘. a . [ > le 2 Hangers sffin
of Special Prografhmes has - ol 'ﬁ e
out scaled the inititive to 13 ¥ W= . =
additional ASAL cdlnties v % - ey

® e »
NDMA  has upported o agens A :* e
establishment and gxpansion b Sk Cooe -
of Equity Bank agent network . 50 vake Tukana ar e}
to facilitate financidl services HSNP Sublocatons .
access by Inerable

communities in so
other development
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rtners with shared interests.

of the remotest areas as shown by Figure X. These

infrastructure is available to



During the reporting period, the European Union supported NDMA to get into a collaboration with Boku
University which provided the Authority with monthly remote sensed information to compute various

biophysical

indicators that were
used to classify the
severity of drought
based on Vegetation
Condition Index.
This was used as an
objective trigger for
disbursement of
drought contingency

HSNP Scalability Drought Response When is
a Scale up Triggered?

When VCI hits the Severe or Extreme
threshold in any Sub-County in a County

This generates a quota of households
(HHs) to receive a scaled up payment

based on;

Sub-Counties in Severe
drought = 50% of all HHs
minus - Routine beneficiary
HHs

funds and cash
transfer shock ¢  Sub-Counties in Extreme
drought = 75% of all HHs

responsive scale ups
in four  ASAL

minus - Routine beneficiary

counties.

HHs

During the reporting period, NDMA in partnership with the University of Nairobi, developed a livestock
feed formula for drought affected ASAL counties. The formula was used for commercial production of
drought pellets for core breeding stock.

Contribution to International and Regional Protocols, Conventions and Agreements

The Authority contributes towards a number of regional and international conventions, agreements and
protocols. At the regional level, NDMA contributes towards the IGAD Drought Disaster Resilience and
Sustainability Initiative (IDDRSI). Kenya is actualizing this commitment through the Ending Drought
Emergencies (EDE) strategy.
¢ During the reporting period, NDMA participated in a consultative meeting of IGAD member
states on drought situation in region in March 2017. Some key decisions made by the Ministers
responsible for drought include;

(1)

(i)

(111)

(iv)

(v)
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Scale-up immediate delivery of humanitarian assistance to drought-affected populations
in order to save lives, protect livelihoods and livestock-based assets, whilst enhancing
access and removing all impediments to response and recovery efforts.

Develop policies and strategies that mainstream drought response, recovery and
resilience into development programmes through their annual budget allocation to
mitigate drought emergencies and other disasters as well as to strengthen institutional
capacities.

Strengthen regional, national and sub-national drought response coordination, as well as
support integrated cross-border management across the region.

Adopt a New Way of working to address the underlying causes of vulnerabilities of the
populations to recurrent shocks and stresses that focus on building resilience of
communities and seeking durable solutions.

Harmonise data and information management platforms on drought to improve
responsive planning and investment



At the global
management ¢

Ahagement

evel, the Authority contributes to conventions and agreements relating to drought risk
hd climate change adaptation such as the Sustainable Development Goals (SDGs), Sendai
the Paris Agreement. During the reporting period:
participated in the Conference of Parties on UN Framework Convention on Climate
> and the meeting of the subsidiary bodies. NDMA is plays a key role in the
entation of Nationally Determined Contributions (NDCs) which provides the mechanism
ementing the Paris Agreement. The two areas of NDCs that the Authority implements
2 social protection against climate risks and implementation of Ending Drought

The NDMA endgavours to apply knowledge management approaches that generate evidence for decision

|
[

making. In this

egard, the Authority embarked on development of a knowledge management strategy

during the repoting period, which is now in draft form. The strategy is expected to guide generation,

storage, assess
also facilitate e

Public awarene
Creation of awé
requirement of dn
Constitution pro l‘
duties of the natik
directs the nation ‘
this regard, ND l'\

e Enhanced
from vario
on nationa

e Produced &
stakeholder
and respon

o Usedlivei
disseminate
to communi
engage sec

formulated b}
County Steem
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ation in the country.

( monthly newsletter to keep
informed on drought resilience
3 activities.

terviews on local radio stations to
irought early warning messages
ies during which they were able to
pr experts. These messages,

technical working groups of the
g Groups (CSGs), gave precise

RESILIENCE

Q

ASAL counties should brace for serious

RESILIENGE

Q

ént and sharing of information to enhance attainment of strategic objectives. This will
dence-based decision-making.

teness and understanding across the Authority’s different stakeholders is a key
y Government programme and an integral part of knowledge management. The
des citizens with the right to participate in the decision-making process and other
nal and county legislative bodies. Specifically, Articles 118(1) (b) and 196(1) (b)
and county legislatures respectively to "facilitate public participation" in its work. In
awareness creation activities in the financial year 2016/17 were as follows:

edia engagement in which the CEO held several interviews with reporters drawn
s print and electronic national and international media. He also held 10 live talk shows
TV stations at the height of the drought from January to June 2017. This ensured
information and advanced the
NDMA as the main source of




and actionable recommendations on what measures should be implemented at community level
to protect assets

g lives: . SMS Messages Sent
e Used local radio
stations, 100000 L """"" F
. ) 90000 +——- ———— —
international  and
: ' 80000
national media to | 70000 ll \
disseminate 60000 +— ] \\ —
information about | 50000 1\
programmes such 4000 |\ ¥ —e—Sent
30000
as  HSNP and [ \ Fj
20000 l \ /
drought 10000 — —
COl’ltll’lgel’lcy fund 0 glﬁ+ T T T T T T T T ml
s (Vo] (Vo] [Ye] (Vo] (Vo) o ~ ~ ~ ~ ~ ~
(set-aside funds). R R R R R AR R
3 ¥ & 5 3 & 5§ 8 & a & S
e Reached more than - 2 & 0z o0 2 & s s =2

1,500 subscribers -
on the NDMA national and county mailing lists including the media, drought risk management
actors, Pastoralist Parliamentary Group (PPG), Council of Governors and development partners.
* Use of an MIS supported SMS platform to disseminate information to over 60,000 mobile phone
subscribers across the four counties covered by HSNP.
* HSNP has effectively used its social media platforms for communications e.g. Facebook,
Website and Twitter with over 20,000 hits.

e Held several meetings at the international, national and county levels with different target
audiences.

* Frequently used public barazas for grassroots communications to reach out to the target
communities across the 23 ASAL counties.

e CCA campaigns to raise awareness reached approximately 2,020,630 persons (1,000,211F and
1,020,418M) of the county population using various communications channels that include
Radio, CIS Intermediaries, local administrators and technical extension officers.

Investment tracker

In partnership with UN OCHA, the Authority developed a resilience investment tracking tool that maps
who is doing what (resilience investments), where and when. The tool helps the National Government
departments and County Governments to coordinate resilience investments, create synergy and reduce
duplication of effort. The tool is accessible at http://www.ndma.go.ke/ede/investments-tracker.
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The Authority cofrdinated drafting of the EDE country progress report during the reporting period.

Public access to fpen data

During the repo¥
of the public in§
institutions to ac
Kenya Open Data
Programme’s outs

the box MIS supp

ing period, the NDMA was recognised as one
itutions that made it easier for citizens and other
ss and use data. The Authority thus received the
ward 2016 in recognition of its Hunger Safety Net
anding use of open data space by creating an out of
ed innovation.

Further, the ND
and roll out of a
cash transfer progig
Net Programme
and consolidatio
systems of the fo
for future plan
monitoring of the
targeted household$
provided.

A, through the HSNP, supported the development
gle registry for the four national social assistance
mmes, including HSNP, under the National Safety |
SNP). The single registry enabled harmonisation ? :
of information from the different information

cash transfer programmes and provided baseline The Kenya Open Data Award — data
! . 2016 presented to the NDMA

ing of programmes. It also enhanced efficient

programme and reduced multiple registration of

thus increasing transparency and accountability in delivery of cash transfers. It also

Monitoring and E¥aluation

NDMA has develo
towards drought ri
governments, Civil ¢

ed participatory M&E and MIS frameworks which enable tracking of progress
management strategic objectives by various Government departments, county
ciety organisations and development partners.

In collaboration wit
for Ending Drought
performance indicat

various sectors and development partners, NDMA finalised the M&E framework
mergencies strategy. The framework provides for specific baseline, targets and key
rs that will facilitate continuous tracking of progress.

During the reporting
by national and cot
Contingency Fund nf

period the Authority carried out a number of monitoring and supervision activities
hty teams. In addition, two evaluation missions were carried namely, Drought
d-term review and Hunger Safety Net Programme impact evaluation.
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The Authority achieved more than 90% of its annual work plan targets and 97% of its Performance
Contract targets during the reporting period. These achievements were as a result of committed and
highly trained staff, support from the Ministry of Devolution and Planning, National Treasury and
development partners.

Challenges
* Resource constraints, particularly for drought response.
* Overreliance on resources from development partners (sustainability).

* Weak linkage between research, planning and implementation/uptake of innovations for dry
lands.
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information
ught Management Authority (NDMA) is a State Corporation established by the NDMA
erpetual succession, power to sue and be sued in its own name, and ability to own and
and immovable property. The Authority is governed by the provisions of the State

Chapter 446 of the Laws of Kenya, an Act of Parliament which provides for control
and regulation o tate Corporations. NDMA falls under the Ministry of Devolution and Planning and 1s
the country’s prificipal national authority responsible for drought risk management.

Act, 2016, with
alienate movablg
Corporations A¢

The NDMA is d national institution that has already set up operational offices in 23 drought prone
counties categoried as Arid and Semi-Arid Lands (ASAL). It plans to expand to other counties over the
next few years (sge Table 1 on current geographical coverage of NDMA). The 23 counties cover over
80% of Kenya’s and mass as shown in Figure 1 below. In addition, NDMA has satellite offices with
limited functions {h some former districts where distances from the county oftices are long (such as Ijara,
Mwingi and Moyale).

Figure 1: NDMA kounty offices Table 1: Current Geographical coverage of NDMA

NDMA County @

Arid counties | Semi-Arid counties

Baringo | Samburu Embu Makueni

Garissa | Tana River | ( Meru

Isiolo Turkana (North)

Mandera | Wajir Narok

Marsabit Nyeri
(Kieni)
Taita Taveta
Tharaka
West Pokot
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(b) Principal Activities

Our Vision
To be a world class Authority in drought management and climate change adaptation.
Our Mission
To provide leadership and co-ordination of Kenya’s management of drought risks and adaptation to
climate change.
Our Core Values

o Committed to results

o Integrity and accountability

¢ Responsive to the needs of vulnerable groups

e Empowering and participatory approach

e Transformative innovation

e Respect for Diversity

Our mandate

The Authority derives its mandate from the NDMA Act 2016, in which it is tasked with the
responsibility to exercise overall coordination over all matters relating to drought risk management and
to establish, either on its own or with stakeholders, mechanisms that will end drought emergencies in

Kenya.

Our objectives

In pursuit of the vision, and in line with the mission, the Authority focuses on the following long-term
objectives:

e To reduce drought vulnerability and enhance adaptation to climate change

e To provide drought and climate information to facilitate concerted action by relevant
stakeholders

e To protect the livelihoods of vulnerable households during drought

* To ensure coordinated action by government and other stakeholders

e To develop and apply knowledge management approaches that generate evidence for
decision-making and practice

e To strengthen institutional capacity, though among others attracting, developing and
retaining competent staff

e To mobilize adequate financial resources and ensure sound management of the same
¢ To enhance corporate image
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(c¢) Key Management

The Authority{s day-to-day management is under the following key organs:

- The Chief Executive Officer
- Two (2 Directors

- Ten (1@) Managers

(d) Fiduciary Management
The key manag ‘ ent personnel who held office during the financial year ended 30" June 2017 and who
had direct fiduc ry responsibility were:

No. ) esignation Name

l. C! ief Executive Officer - Mr. James Oduor

2. ircctor, Support Services - Mr. Hashim Ali

3 Director, Technical Services - Mr. Sunya Orre

sight arrangements of the Authority are under various committees of the Board whose
-\ are as analysed below:

s Management Committee

The main purpose
which enables it tc

f this Committee is to ensure that the Authority has sound Human resources strategies
attract, develop, motivate and retain the right calibre of staff.

The Committee ha§l the following duties and responsibilities as directed by the Board:

a) Periodic review and advise to the main board on appropriate human resource strategies, policies and
procedures;
b) Advise the boarld and guide the process on staff recruitment, manpower planning and related budgets;
¢) Advise the boatd on any reviews required to enhance the effectiveness of manpower development
and staff training

; i : . . :
d) Advise the boarfl on reviews which may be necessary to make the organizational structure, appraisal

ystem and salary structures more relevant and effective;
s and advise the board on staff benefits schemes including medical, retirement

rance schemes among others;

system, grading
e) Review proposa
benefits and insul

Finance Committee

The main purpose o
strategies, policies a
with statutory and al
The Committee has t

’:this Committee is to ensure that the Authority has sound financial management
| systems which promote accountability, prudent use of resources and compliance
egulatory requirements.

e following duties and responsibilities as directed by the Board:
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b)

c)

d)

g

h)

Review the Authority’s annual work plans and associated budgets prepared by management and
submit them to the board for approval;

Ensure that allocation of resources is aligned to the priority areas identified with the strategic
plan;

Review Quarterly financial reports submitted by management and submit the same to the board
for discussion and adoption;

Provide general direction in budgeting matters of the Authority;

Advise the Chief Executive Officer and the board on financial management approaches which
serve to enhance internal controls in order to improve efficiency, transparency and
accountability;

Review major audit issues raised by both the internal and external auditors;

Periodic reviews of adequacy of adequacy of management procedures with regard to issues
relating to risk management control and governance;

Review of special audits/ investigations on any allegations, concerns and complains regarding
corruption, lack of accountability and transparency brought to the committee’s attention by the
Authority’s management and present to the board for discussion and direction.

Audit & Risk Management Committee

This Committee is mandated to ensure that the Authority has sound financial management strategies,
policies and systems which promote accountability, prudent use of resources and compliance with
statutory and all regulatory requirements.

The Committee has the following duties and responsibilities, as well as such other duties and
responsibilities as it deems appropriate to carry out its purposes or as directed by the Board:

a) Advise the Chief Executive Officer and the board on financial management approaches which serve
to enhance internal controls in order to improve efficiency, transparency and accountability;

b) Review major audit issues raised by both the internal and external auditors;

¢) Periodic reviews of adequacy of management procedures with regard to issues relating to risk
management, control and governance;

d) Review of special audits/investigations on any allegations, concerns and complains regarding
corruption, lack of accountability and transparency brought to the committee’s attention by the
Authority’s management and present to the Board for discussion and direction.

Technical Committee

The Committee handles all technical issues of the Authority, including strategic planning, work
planning, budgeting, resource mobilization, programmes, projects, and visibility. Its specific mandate
includes advising the Board on the following:

1.
2.

The overall performance of the Authority.

Strategic documents guiding the work of the Authority, including its strategic plan, work plan,
budget, and performance contract.

Identification, development and implementation of strategic initiatives, programmes and
projects, and resource mobilization for these.
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cal issues concerning the drought status, including early warning information, food
assessments, and response.

es to enhance the visibility and accountability of the Authority.

c reviews to evaluate the progress and impact of the Authority.

ity Headquarters

Lonrho House, 7, 8th and 17" floors
Standard/{Kimathi Street
Nairobi Kiénya

(2) Authority Contacts

Telephone:
Fax: (020) 2227982

(h) Authority B

Kenya Com

ercial Bank
Moi Avenue ! d KICC Branches

P.O. Box 30081-00100, GPO

Nairobi, Ken .

NIC Bank
Harambee Avénue
P.0.BOX 44499-00100, GPO

Nairobi, Keny

(i) Independent Aunditors
Auditor General
Office of the A
Anniversary T¢
P.O. Box 30084
GOP 00100
Nairobi, Kenya

ditor General
ers, University Way

(j) Principal Legal

The Attorney Gengral
State Law Office ||
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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THE MANAGEMENT BOARD

2

Hon. Agnes M. Ndetei

Chairperson of the Board (Non- Executive)
BA in Geography & Sociology from
University of Nairobi,

Member of Parliament, Kibwezi
Constituency  (1988-1997).  While in
Parliament, Hon. Ndetei not only served as
an Assistant Minister for Education but also
as a Member Public Accounts Committee
and Deputy Speaker of the National
Assembly.

Ms. Emily Kithira Mworia

MBA Global Business Administration -
USIU

BA- University of Nairobi

Mr. Rashid Kassim Amin

MBA Strategic Management
BSC Animal Production

¢ Diploma in Animal Health

; { i
Mr. James Oduor

Chief Executive Officer and Secretary to the
Board

Msc. Agricultural extension & training.
Bsc. General Agriculture.

vii|Page




Board member, representing PS. National
Treasury

MBA- Moi University

Bachelor of social science University of
Nairobi

Advanced Diploma n Financial
Management KCA

N

Dr. 'FloreAnce Be

Masters in Public Health

Degree in Medicine

Strategic  leadership in  development
program from Kenya School of Law
Representing PS Special programs

Mr. Timothy Mo§iany

B.Sc. in Management and Conservation —
University of Nairobi

Diploma in  Tourism Management-
Technical University of Kenya

Mrs. Nancy Muth

1 Njiro

Bcom Accounting — University of Nairobi
Certified Public Accountant (K) - ICPAK
Diploma in Banking
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(a) Board Committees

Name of the Committee Members

. Rashid Kassim

. Nasiuma Kasembeli
. Dr. Florence Bett

. Emily Mworia

Finance Committee

. Emily Mworia
. Nasiuma Kasembeli
. Rashid Kassim

Audit Committee

. Emily Mworia
. Rashid Kassim
. Dr. Florence Bett

Human Resource Committee

. Rashid Kassim

. Nasiuma Kasembeli
. Dr. Florence Bett

. Emily Mworia

Technical Committee

B W= WD =W~ |~ WN —

N.B: Please note that we do acknowledge the composition of both the Finance and Audit committees
which appears to have the same membership. This was attributed by the minimal number of the board
members after the expiry of the term of the former board that had come to an end. As we awaited the
new one to be constituted the committees had to continue functioning.

As at the time of reporting, the composition is as follows:

Name of the Committee Members

. Nancy Njiro-------- Chairperson
. Ephantus Waruingi

. Nasiuma Kasembeli

. Emily Mworia

Finance Committee

. Timothy Mosiany----Chairperson
. Emily Mworia
. Ephantus Waruingi

Audit Committee

. Emily Mworia----Chairperson
. Nasiuma Kasembeli

. Ephantus Waruingi

. Robert Kiteme

Human Resource Committee

. Robert Kiteme----Chairperson
. Nasiuma Kasembeli

. Nancy Njiro

. Timothy Mosiany

Technical Committee

B LW =AW = WN — B WN —
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N
mes Oduor

Chief Executive Officer
-Msc. Agricultural Extension & Training.
-Bsc. General Agriculture.

Ms.Ruth Gathii

Director, Resource Mobilisation and Advocacy
-MBA, B.com, Diploma in Community Based
Development.

Director, Support Services
-MBA, CPAK, CIA.
- ICPAK Membership No.2980

Mr. Sun !. Orre

Director, Technical Services
-Msc. Range Management, Bsc .Animal Production,
Diploma Animal Husbandry.

\ 4

CPA YussuflBagaja

Manager, Finance and Accounts

-MBA (Finance Option), B.com, CPAK, Diploma in
Accountancy, Senior management course.

- ICPAK Membership No.8335

Mr.Hussein Bil@la

Manager, supply chain
-Msc. Supply Chain & Logistics, Bsc. Business
Administration, Advanced diploma-CIPS.

Mr. Paul Obunde

Manager, Policy and Planning
-Msc. Environmental Economics & Environmental
Management, BA in Economics.
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Manager, Internal Audit

-Bsc. International Business Administration, CPAK,
Diploma in Cooperative Mgt.

- ICPAK Membership No.4221

CPA Martin Kiveu

Mr. George Kimunguyi

Manager, ICT

-Msc. In IT, Bsc. Applied Statistics, Certificate in Senior
Management course, Cert. Public enlightenment using
multimedia, mail system & network admin, Cisco
Certified.

8

Mr. Lucas Lembara

Manager, Contingency Planning and Resilience

PHD Ongoing

-MA Environmental Planning, Bsc. Agriculture, Cert.
Forestry, Cert. EIAA

A

Mr. Paul Kimeu

Manager, Drought Resilience

MBA Strategic Management, Msc. Agricultural
Engineering, Dip. Agricultural Engineering, Dip.
Management of NGOs.

Mr. John. K. Mwangi

Manager, Drought Information

Masters in Project Planning & Management, Bachelor of
science

in animal production and Diploma in Range Management

&

Eng. Hussein Jirma

Eng. Hussein Jirma

Manager, Resource Mobilisation and Partnership
-BSc. Civil Engineering

-MSc. Water and Environmental management

Mr. Patrick Musichi

Manger, Human Resource & Administration
Bachelor of Arts, Higher diploma in Human Resources
Management and Diploma in Sales and Marketing.
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X SON’S STATEMENT
\n ense pleasure in presenting the NDMA annual report for the year ended 30" June 2017.
it under review, the Authority continued executing its core mandate of overall coordination
! relating to drought risk management.

During the rep \n ing period, the country experienced a severe drought arising from four successive failed
rain seasons. nsequently, His Excellency the President declared drought a disaster in February 2017,
[ am proud to niite that NDMA made remarkable difference in averting losses and damages to livelihoods
by providing e ‘
preparedness me
counties.

CHAIRPER

It gives me i
During the ye:
over all matte

ly warning information that enabled appropriate decisions by stakeholders. This activated suitable
anisms which guided choice of early actions to protect assets and lives across the affected ASAL

The NDMA re§ponded through a three-thronged approach: a Drought Contingency Fund provided by
the European \ ion; scalable cash transfers under the Hunger Safety Net Programme (HSNP); and
resource mobili§ation from the National Treasury and other partners.

for money, the NDMA Board has made a commitment to focus on improving efficiency
service delivery. Improving governance is thus the top priority of the Board.

To ensure value
of the Authorityli
This report gives an insight into activities undertaken by the Authority during the reporting period, with
an aim of keeping stakeholders well informed. On behalf of the Board, I wish to convey my appreciation
to the managem‘t and staff of the NDMA for their hard work and dedication, and to the Government
and our partners for their continued support.

Chairperson | 4,\1)\_/\95_‘,' | Date.....??.ff). . \Ol\ . a/O\"(‘
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REPORT OF THE CHIEF EXECUTIVE OFFICER (MR JAMES ODUOR)

Alongside the functions spelt out in the NDMA Act 2016, the Authority is
the focal point for the Government’s Ending Drought Emergencies (EDE)
strategy, through which it has committed to end drought emergencies in
Kenya by 2022.

The Authority is strategically focusing on delivering on its mandate and has
thus aligned its annual work plans, budgets and performance contracts to its

strategic objectives  Boy 1: Provisions of Article 24 of the NDMA Act, 2016 and
the goal of building

(1) The Board shall, within three months of the end of a

resilience and financial year, prepare and submit to the Cabinet
ending drought Secretary an annual report on the operations of the
emergencies. Particularly, NDMA ensures that Authority for the preceding year. the

(2) The annual report submitted under subsection (1) shall

overall development process takes drought and include —

Chmat? risks into accopnt n l.me with Fhe a) the financial statements of the Authority; and

Sendai Framework for Disaster Risk Reduction b) A detailed report of the activities of the

(DRR). To achieve this, the Authority has Authority.

spcarheaded mainstrcaming of drought risk (3) The Cabinet Secretary shall, within thirty days of

reduction, climate change adaptation and ool receipt of the annual report, cause the report to be laid
¢ R % g apiauon a Lo before the National Assembly.

protection in planning, budgeting and

accountability processes and integrating new

streams of finance within the drought and

climate risk management frameworks at national and county levels. It has also been carrying out capacity

building of staff to ensure they are all up to task in delivering on its mandate.

Atrticle 5 (m) of the NDMA Act requires the Authority to ‘prepare and issue an annual report on the state
of drought management in Kenya’. While the report centres on the operations of the Authority in line
with the conditions of Article 24 of the Act (Box 1), it also creates space for the perspectives and
experiences of the partners that it coordinates. Drought management is multi-sectoral - involving
Government, development partners and non-governmental organisations whose actions are either aimed
at building community resilience to drought or humanitarian interventions during drought episodes.

During the reporting period, the country experienced a debilitating drought that left over
3.5 million People in need of relief assistance.

The Government declared the drought a national disaster and put in place a three-phased intervention
plan with a budget of Kshs22 billion. The interventions ensured that no life was lost. Despite the fact
that the 2016/17 drought was more severe than the 2010/2011 drought, losses and damages to ASAL
livelihoods were far much less. This is attributed to coordinated contingency planning, resource
mobilisation and timely activation and targeting.

The report is divided into two parts. The first part provide background information on the Authority, its
management and corporate statement, achievements in execution of its mandate over the past year
including leveraging partnerships with county governments, sectors and development partners. Part two
presents the Authority’s financial statements.

Chief Executive Officer | WZ—] Date"gob‘) ...... ( .........
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2.1 Core

and accountability.

ve to the needs of vulnerable groups.
ing and participatory approach.
ative innovation.

or diversity.

ard of Management
gctors is responsible for the governance of the Authority and accountable to the Ministry

Planning to ensure compliance with the law and best practices in ensuring increase in
alues and satisfying them as confirmed in the presented financial statements.

of Devolution a
the stakeholders’

The Directors attd¢h great importance to the need to conduct the business and operations of the Authority
with integrity, priifessionalism and in accordance with the generally accepted international corporate
practice. \

The Boards respofs
These include:

ibilities are clearly stated in the Authority’s Board charter and the NDMA Act 2016.

licies to achieve its mandate.
egic direction, leadership and oversight to the secretariat.
ch activities as may be necessary for the discharge of its functions and the exercise

e Formulate
e Provide str
e Undertake

of its poweis

Board meetings
The Board and its cdmmittees meet not less than four times in a calendar year. Not more than four months
should lapse betwe meetings. The calendar of the meetings is circulated well in advance while meeting
invitations to Boardimembers are sent two weeks in advance.

Board committees

The Authority has folir committees in line with the “Mwongozo’ namely;
i.  Human Reso ‘ ce Management Committee

|

1ii.  Audit and Risk

1.  Finance Com

iv.  Technical Com
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The Board committees consider the management reports ahead of the full Board. This allows for in-
depth consideration of issues to enable decision making process of the full Board. After scrutiny, the
specific committee presents its report and recommendations to the Full Board for consideration.

Human Resources Management Committee

The main purpose of this Committee is to ensure that the Authority has sound Human resources strategies
which enables it to attract, develop, motivate and retain the right calibre of staff.

The Committee has the following duties and responsibilities as directed by the Board:

a) Periodic review and advise to the main board on appropriate human resource strategies, policies
and procedures;

b) Advise the board and guide the process on staff recruitment, manpower planning and related
budgets;

¢) Advise the board on any reviews required to enhance the effectiveness of manpower development
and staff training;

d) Advise the board on reviews which may be necessary to make the organizational structure,
appraisal system, grading system and salary structures more relevant and effective; and

¢) Review proposals and advise the board on staff benefits schemes including medical, retirement
benefits and insurance schemes among others.

Finance Committee

The main purpose of this Committee is to ensure that the Authority has sound financial management
strategies, policies and systems which promote accountability, prudent use of resources and compliance
with statutory and all regulatory requirements.

The Committee has the following duties and responsibilities as directed by the Board:

1) Review the Authority’s annual work plans and associated budgets prepared by management and
submit them to the board for approval;

J) Ensure that allocation of resources is aligned to the priority areas identified with the strategic
plan;

k) Review Quarterly financial reports submitted by management and submit the same to the board
for discussion and adoption;

1) Provide general direction in budgeting matters of the Authority;

m) Advise the Chief Executive Officer and the board on financial management approaches which
serve to enhance internal controls in order to improve efficiency, transparency and
accountability;

n) Review major audit issues raised by both the internal and external auditors;

0) Periodic reviews of adequacy of adequacy of management procedures with regard to issues
relating to risk management control and governance; and

p) Review of special audits/ investigations on any allegations, concerns and complains regarding
corruption, lack of accountability and transparency brought to the committee’s attention by the
Authority’s management and present to the board for discussion and direction.
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Audit & Risk Management Committee

This Committeelis mandated to ensure that the Authority has sound financial management strategies,
policies and systems which promote accountability, prudent use of resources and compliance with
statutory and all fegulatory requirements.

The Committee thas the following duties and responsibilities, as well as such other duties and
responsibilities a§lit deems appropriate to carry out its purposes or as directed by the Board:

a) Advise thg Chief Executive Officer and the board on financial management approaches which
serve to lenhance internal controls in order to improve efficiency, transparency and
accountabllity;

b) Review m@jor audit issues raised by both the internal and external auditors;

¢) Periodic rdviews of adequacy of management procedures with regard to issues relating to risk

t, control and governance; and
d) Review ofl§pecial audits/investigations on any allegations, concerns and complains regarding
corruption {lack of accountability and transparency brought to the committee’s attention by the

Authority’s rnanagement and present to the Board for discussion and direction.

Technical Committee

The Committee hdhdles all technical issues of the Authority, including strategic planning, work
planning, budgeting, resource mobilization, programmes, projects, and visibility. Its specific mandate
includes advising thgé Board on the following:

a) The overall performance of the Authority;

b) Strategic doduments guiding the work of the Authority, including its strategic plan, work plan,
budget, and

¢) Identificatio

rformance contract;

development and implementation of strategic initiatives, programmes and
source mobilization for these;

es concerning the drought status, including early warning information, food
ents, and response;

projects, and
d) Technical is
security asse
e) Measures to
f) Periodic revi

hance the visibility and accountability of the Authority; and
s to evaluate the progress and impact of the Authority.

Communication

The Board and the CHD communicate policy matters to the wider public. The decision of the Board is
communicated to the §taff through memos. The Board receives the management reports two weeks in
advance before the Bfard meeting. Individual Board members cannot omit the Board when having
informal discussions With staff members.
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CORPORATE SOCIAL RESPONSIBILITY
The Authority carried out a number of activities that directly contributed towards improving livelihoods,
incomes and the living environment of drought prone communities as part of its mandate and corporate
social responsibility. Some of these activities include:
1. Provided regular and unconditional cash transfers as part of social protection to the poorest
households in four poorest counties of Turkana, Mandera, Wajir and Marsabit.

ii.  Provided shock-responsive cash transfer scale up to vulnerable houscholds during the drought
period.

iii.  Invested in drought preparedness projects.

iv.  Supported livestock offtake and supply of livestock feeds in 22 drought affected counties.

V. Supported communities to develop drought response plans and community action plans.

vi.  Provided fast-moving spare parts for strategic boreholes and repaired boreholes for communities.

vil.  Supported integrated health and nutrition outreaches in hard to reach parts of affected ASAL
counties.

Sustainability Statement

NDMA is committed to the sustainability of its operations including environmental sustainability of
infrastructure projects. Towards this end, the Authority has adopted a participatory approach in planning,
implementation and monitoring and evaluation of its operations. In particular, the use of community
managed disaster risk reduction (CMDRR) processes, and Ward and County drought contingency
planning process have contributed towards building capacity of communities and sectors to develop their
own plans and mobilise resources for drought response activities.

The Authority has supported mainstreaming of drought risk reduction into planning and budgeting
processes at national and county level. For example, it has mainstreamed drought risk management in
the Vision 2030 Medium Term Plan and County Integrated Development Plans (CIDPS) in ASAL
counties.

As part of its environmental sustainability agenda, the Authority has developed an environmental

sustainability policy and has been submitting its reports to the National Environment Management
Authority.
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PARI TWO: ANNUAL ACCOUNTS

Statement of Management Board Responsibilities

The Public Finfince Management Act, 2012 and section 446 (Cap.255) of the State Corporations Act,
require the Bofird to prepare financial statements in respect of the National Drought Management
Authority, whigh gives a true and fair view of the state of affairs of the Authority at the end of the
financial year/pgriod and the operating results of the Authority for that year/period. The Board is also
required to ensdte that the Authority keeps proper accounting records which disclose with reasonable
accuracy the filancial position of the Authority. The Board is also responsible for safeguarding the
assets of the Authority.

The Board is regponsible for the preparation and presentation of the Authority’s financial statements,
which must givela true and fair view of the state of affairs of the Authority for and as at the end of the
financial year (3016/2017) ended on June 30, 2017. This responsibility includes: (i) maintaining
adequate financidl management arrangements and ensuring that these continue to be effective
throughout the rporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accurdty at any time the financial position of the Authority; (iii) designing, implementing
and maintaining {hternal controls relevant to the preparation and fair presentation of the financial
statements, and effsuring that they are free from material misstatements, whether due to error or fraud;
(iv) safeguardinglthe assets of the Authority; (v) selecting and applying appropriate accounting
policies; and (vi) Making accounting estimates that are reasonable in the circumstances.

The Board acceptdlresponsibility for the Authority’s financial statements, which have been prepared
using appropriate aficounting policies supported by reasonable and prudent judgements and estimates, in
conformity with Inlérnational Public Sector Accounting Standards (IPSAS), and in the manner required
by the PFM Act andithe State Corporations Act. The Board is of the opinion that the Authority’s financial
statements give a thie and fair view of the state of Authority’s transactions during the financial year
ended June 30, 2017} and of the Authority’s financial position as at that date. The Board further confirms
the completeness offthe accounting records maintained for the Authority which have been relied upon in
the preparation of th§ Authority’s financial statements as well as the adequacy of the systems of internal
financial control.

Nothing has come td|the attention of the Board to indicate that the Authority will not remain a going
concern for at least the next twelve months from the date of this statement.

Approval of the findncial statements

The Financial Statem@ints set out on pages | to 20 were approved on behalf of the Board on
29 September 2017 afid thus this initial draft signed on behalf of the board by:

L [M}

Chairperson Chief Executive Officer
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FFICE OF THE AUDITOR-GENERAL

REPORT F THE AUDITOR-GENERAL ON NATIONAL DROUGHT
MANAGEMENT AUTHORITY FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Qualified Oginion

| have audited the accompanying financial statements of National Drought
ManagementiAuthority set out on pages 2 to 20, which comprise the statement of
financial posilion as at 30 June 2017, and the statement of financial performance,
statement of lchanges in net assets, statement of cash flows and statement of
comparison oflbudget and actual amounts for the year then ended, and a summary of
significant acadunting policies and other explanatory information in accordance with
the provisions ©f Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015 | have obtained all the information and explanations which, to the best
of my knowled@le and belief, were necessary for the purpose of audit.

In my opinion,lexcept for the matters described in the Basis for Qualified Opinion
section of my réport, the financial statements present fairly, in all material respects,
the financial po8ition of National Drought Management Authority as at 30 June 2017,
and of its finaficial performance and its cash flows for the year then ended, in
accordance with the International Public Sector Accounting Standard (Accrual Basis)
and comply withiPublic Finance Management Act, 2012.

In addition, as Yequired by Article 229(6) of the Constitution, based on the audit
procedures perf@rmed, | confirm that, except for the matters described in the Basis for
Qualified Opiniofl and Other Matters sections of my report, nothing has come to my
attention to causeg me to believe that public money has not been applied lawfully and
in an effective w

Basis for Qualified Opinion
1. Plant, Properly and Equipment

During the financlal year 2016/2017 the Authority revalued its plant, property and
equipment from K$hs.637,151,088 as at 30 June 2016 to Kshs.361,849,239. However,
the revaluation r@port provided for audit did not contain the certificate of the
professionals whollwere involved in the exercise and as a result, the validity of the
valuation report culd not be ascertained. Consequently, the completeness and
accuracy of plant, groperty and equipment balance of Kshs.338,186,155 as at 30 June
2017 as reflected ifi the statement of financial position cannot be confirmed.

Report of the Auditor-GeReral on the Financial Statements of National Drought Management Authority for the
year ended 30 June 2017
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2. Unutilized Balances from Counties

Disclosed at Note 15 to the financial statements are receivables from non-exchange
contracts totalling Kshs.50,711,946. Included in the total amount is Kshs.13,510,403
relating to unutilized balances from counties. However, there were no confirmations
from the respective county offices of the amounts held at the end of the financial year
or any documentary evidence in support of the balances. Under the circumstances,
the completeness and accuracy of the unutilized balances from the counties
amounting to Kshs.13,510,403 can not be confirmed.

3. Donor Related Funded Activities
(i) Unreconciled donor related expenses

Notes 3, 4 and 12 to the financial statements reflects the following amounts/balances
for donor related funded activities:

Details/Donor HSNP WFP/FFA DCFP & UNDP DRR
KRDP

Kshs. Kshs. Kshs. Kshs.
Opening bank 47,115,305 37,001,689 3,829,649 23,076
balance
Receipts during | 2,496,000,000 165,000,000 62,000,000 -
the year
Closing bank (43,958,552) | (54,618,925) (123,579) (1,953,349)
balance
Expected 2,499,156,753 147,382,764 65,706,070 (1,930,273)
expenditure
Recorded (2,312,626,82) | (132,173,073) | (105,187,863) (9,320,494)
expenditure
Variance 186,529,927.00 | 15,209,691.00 | (39,481,793) | (11,250,767)

However, the expected expenditure after taking into account the opening bank
balances, receipts during the year and the closing balance bank balances differs the
recorded expenditure by Kshs.11,250,767. The resulting variance has not been
reconciled or explained. Consequently, the accuracy of reported donor related funded
activities expenses can not be confirmed.

(i) Expenses on Drought Contingencies Fund

Disclosed at Note 12 to the financial statements is an amount of Kshs.435,918,831 in
respect of expenses on Drought Contingencies Fund (DCF), which is also indicated
as a receipt under Note 3. The basis of the requisition for disbursement by the various
county offices has not been supported by necessary documentation justifying the
extent of the fund required to undertake the given interventions. In addition, the
expenditure has been captured on the basis of an expenditure verification report by

Report of the Auditor-General on the Financial Statements of National Drought Management Authority for the
year ended 30 June 2017
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an audit film contracted by the management. In the circumstances, the expenses of
Kshs.435918,831 cannot be confirmed.

(iii) Expenses on Ending Drought Emergencies

Disclosed jlalso in Note 12 to the financial statements is an amount of
Kshs.719,161,995 relating to expenses on Ending Drought Emergencies (EDE) which
is similarlyl reported as a receipt in Note 3. The basis of the requisition for
disburseménts to the various county offices and other procurement activities have not
been suppdrted by necessary documentation justifying the extent of the fund required
to undertak@ the given interventions. In addition, the expenditure has been captured
on the basi8 of expenditure verification reports by an audit firm contracted by the
management. In the circumstances, the expenses of Kshs. 719,161,995 cannot be
confirmed.

(iv) Expehses on Hunger Safety Net Programme

Further, dis@losed in Note 12 to the financial statements is an amount of
Kshs.1,742,691,022 relating to expenses under the Hunger Safety Net Programme
(HSNP-donof AlA), which is also indicated as a receipt in Note 3. The expenditure
and the receipts are based on the requisitions made to fund various activities but the
accountabiliti®s documentation in support of the expenses have not been provided for
audit verificatidon. In addition, the Hunger Safety Net Programme (GOK component)
expenditure Bf Kshs.2,312,626,824 that comprised of payments to various
beneficiaries did not have a documented basis on how the beneficiaries paid were
identified and| the rates used for paying the beneficiaries, respectively. In the
circumstancesithe validity of the expenses cannot be confirmed.

4. Pension 8cheme Expenses

The Authority @perates a registered defined contribution Pension Scheme for the
employees. hough the scheme is independent with trustees duly elected by
members, the Imanagement included in the financial statements for 2016/2017
expenditure am@unting to Kshs. 1,075,400 in respect of the scheme under employees’
compensation and Kshs. 260,000 in respect of general expenses training. The total
expenditure of Kshs.1,335,400, therefore, appear not to be a valid charge on the
Authority's fund

5. Unsupported Expenditure

Supporting documentation and records for the following expenditure were not provided
for audit verificatign.

I

Expense Categ {ry Amount
Kshs.
Employee Costsk Travel Costs (Domestic) 4,846,350

Donor Related Flinded Activities
(i) DCFP (GOK) 8,064,923
(ii) UNDP 7,009,634
(i) WFP 872,950
Total 20,793,857

Report of the Auditor-Gélteral on the Financial Statements of National Drought Management Authority for the
year ended 30 June 2017
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The validity of the above expenditure totalling Kshs. 20,793,857 can not be confirmed
under the circumstances.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of National Drought Management Authority in
accordance with ISSAlI 30 on Code of Ethics. | have fulfiled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, were of most
significance to the audit of the financial statements for the current year. Except for
matters described in the Basis for Qualified Opinion section, | have determined that
there are no key audit matters to communicate in my report.

Other Matter

1. Signing of Financial Statements

The Authority has a functional board of management as indicated on pages vii, viii and
ix of the annual report. However, contrary to the statement on page 1 regarding board
of management responsibilities, the financial statements submitted for audit were
signed by the Chief Executive Officer only. Under the circumstances, it is not possible
to establish whether or not the board of management has taken full responsibility for
the preparation and presentation of the Authority's financial statements in line with the
legal obligation of the board.

2. Board Committees

The audit and risk committee of the board is made up of three members. Two of these
members also form part of finance committee which comprises of four members. In
the circumstances, the effectiveness of the audit committee in checking the decision
of the finance committee cannot be confirmed.

3. National Drought Emergencies Fund

The Authority received an amount of Kshs.2,000,000,000 for the government on behalf
of National Drought Emergency Fund (NDEF). The Fund is supposed to be
independent, managed and operated by the Chief Executive Officer of the National
Drought Management Authority, who is supposed to prepare and present financial
statements of the Fund to the Auditor- General for audit at the end of every financial
year. However, no financial statements of the Fund have been prepared and
submitted for audit.

In addition, maintenance and operation of the Fund has not been in line with the
relevant provisions of National Drought Management Act, 2016 as there is no
separate cashbook and other books of account in respect of the Fund. The

Report of the Auditor-General on the Financial Statements of National Drought Management Authority for the
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managemeént is, therefore, in breach of the law with regard to operation and
managemént of this Fund

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements|iin accordance with International Public Sector Accounting Standard
(Accrual Basis) and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material

misstatemehts, whether due to fraud or error.

the financial statements, management is responsible for assessing the
ability to sustain services, disclosing, as applicable, matters related to
of services and using the applicable basis of accounting unless the
either intends to cease operations of the Authority, or have no realistic
t to do so.

Authority’s
sustainabilit
manageme
alternative b

ent is also responsible for the submission of the financial statements to
eneral in accordance with the provisions of Section 47 of the Public Audit

Act, 2015.

I_ with governance are responsible for overseeing the Authority’s
| ing process.

Auditor-Geng@ral’s Responsibilities for the Audit of the Financial Statements
The audit obj tives are to obtain reasonable assurance about whether the financial
statements aa whole are free from material misstatement, whether due to fraud or
error, and to i$sue an auditor’s report that includes my opinion in accordance with the
provisions of ection 48 of the Public Audit Act, 2015 and submit the audit report in
compliance w : Article 229(7) of the Constitution of Kenya. Reasonable assurance is
a high level of @ssurance, but is not a guarantee that an audit conducted in accordance
with ISSAIls will always detect a material misstatement when it exists. Misstatements
can arise fromi fraud or error and are considered material if, individually or in the
aggregate, thely could reasonably be expected to influence the economic decisions of

users taken onlthe basis of these financial statements.

Those charg
financial repa

)

audit conducted in accordance with ISSAIs, | exercise professional
aintain professional skepticism throughout the audit. | also:

As part of an
judgement and

e Identify andlassess the risks of material misstatement of the financial statements,
whether dué to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for My opinion. The risk of not detecting a material misstatement resulting
from fraud ishigher than for one resulting from error, as fraud may involve collusion,
forgery, intdhtional omissions, misrepresentations, or the override of internal
control.

Report of the AuditomGeneral on the Financial Statements of National Drought Management Authority for the
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e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Authority’s internal control.

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

e Conclude on the appropriateness of the management’'s use of the going concemn
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 Authority ability to sustain its services. If | conclude that a material uncertainty
exists, | am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my 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
Authority to cease to sustain its services.

o 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.

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

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

| 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.

| also provide management with a statement that | 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
AUDITOR-GENERAL

Nairobi
12 October 2018
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he year ended 30 June 2017

Revenue frofa non-exchange transactions
Public contrifjitions and donations
Transfers fromi other governments — gifts and

|

services-in-kifd

Expenses
Employee cost§
Remuneration @f Board members

General Expens i S
Donor-activities ‘ related costs
Bank charges (Hinance costs)
Total expenses

Surplus for thejperiod

e M I

Chairperson

oooooooooooooooooooooooooooooooooo
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Note

“w

W

2016-17
Kshs

3,008,156,848
3,220,875,070
6,229,031,918

908,223
6,180,833
7,089,056

6,236,120,974

639,897,541
25,398,861
58,942,591
38,133,611

126,751,311

5,459,071,912
952,230
6,349,148.057
-113,027,083

2015-16
Kshs

5,066,602,421
1,893,284.,406
6,959,886,827

193,000
2,931,453
3,124,453

6,963,011,280

441,613,366
6,345,755
7,710,017
7,599,547

43,721,829
6,319,274 771
164,509
6,826,426,794

136,584,487

IM

Chief Executive Officer



STATEMEN F FINANCIAL POSITION
As at 8 June 2017

Notes 2016-17 2015-16
Kshs Kshs
Assets
Current asset
Cash and cash @quivalents 14 2.129.935,841 151,043,097
Receivables and prepayments 15 50,711,946 143,961,013
Inventories 16 4,025,234 2,458,252

2,184,673,021 297,462,362
Non-current assgts

Property, plant add equipment 17 338,186,155 637,151,087
Total assets 2,522,859,176 934,613,448
Liabilities

Current liabiliti

Trade and other payables 18 2,037,398,918 86,973,868
Net assets 485,460,257 847,639,581
Financed By

Capital fund 366,338,881 615,491,122
Accumulated surpl 119,121,376 232,148,459
Total net assets and liabilities 485,460,257 847,639,581

é» ) “\ o |

Chairperson Chief Executive Officer

Date....:@.\.g. Z’G ’7 Date 50"6_9-(}-
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STATEMENT OF CHANGES IN NET ASSETS
For the year ended 30 June 2017

Accumulated Fund General Reserve Total

Kshs Kshs Kshs

Balance as at 01 JULY 2015 615,498,322 95,563,972 711,062,294
Transfers to/from accumulated

— (7.200) 136,584,487 136,577,287
Balance as at 30 JUNE 2016 615,491,122 232,148,459 847,639,581
Balance as at 01 JULY 2016 615,491,122 2148450 841,639,581
Transfers to/from accumulated

surplus (249,152,241) (113,027,083) (362,179,324)
Balance as at 30 JUNE 2017 366,338,881 119,121,376 485,460,257

l,éj\,\&;;l W

Chairperson Chief Executive Officer
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ash flow for the year ended 30th June 2017
Notes 2016-17 2015-16
Kshs Kshs
from operations:

Surplus for theYear 2016/2017 (113,027,083) 136,584,487
add

Depreciation 9 58,942,591 7,710,017
Net Cash genefated from operations: (54,084,492) 144,294,503
Changes in Working Capital

Increase/decrea$e in inventories 16 (1,566,982) 1,574,805
Increase/decreade in receivables-non exchange 15 93,249,068 (73,436,379)
Increase/decreade in other payables and accruals 18 1,950,425,050 50,986,483
Net changes in Working capital 2,042,107,136 (20,875,091)
Net cash generdted from Operating Expenses 1,988,022,644 123,419,412
Cash flows from Investing Activities

Buildings - -
Computer and Agcessories (7,285,722) (13,193,681)
Furniture and fixfares (1,844,177) (1,719,397)
Vehicle - =
Proceeds from digposal -

Net cash used in Investing Activities 17 (9,129,899) (14,913,078)
Cash flows from Financing Activities - (7,200)
Increase / (decrease) in cash and cash

equivalents 1,978,892,745 108,499,134
Movement in casli and cash equivalents

At start of year 151,043,097 42,543,963
At end of year-recutrent 2,129,935,842 151,043,097
At the end of the year 14 2,129,935,842 151,043,097

I«é;w : I Mﬁl

Chairperson Chief Executive Officer
Dateze\q\ 20‘8 Dat 30’0'9-'
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Revenue

Public contributions and donations Revenue
Public contributions and donations AIA
Government grants and subsidies (recurrent)
Government grants and subsidies (development)
Tender sale income

Interest income

Rental revenue

Total Income

Expenses

Compensation of employees (NDMA)
Utility expenses

Communication costs

Travelling & Accommodation (domestic)
Travelling & accommodation (foreign)
Publishing, printing, advertising & subscriptions
Rent paid

Training expenses

Board

Medical insurance (NDMA)

Goods, supplics, hospitality & services

Fuel & lubricants

Membership fees, Finance & Contracted Services

Costs

Audit fees

Motor vehicle maintenance
Motor vehicle insurance
Depreciation

Maintenance of Other Assets
Drought cordination response (DCR)
Donor related activities-AIA
Grants and subsidies

Total expenditure

Surplus for the period

b|Page

Original budget
2016-2017
110,508,848

2,500,469,034
583,875,070
2,613,000,000

0

2,000,000
700,000
5,810,552,952

491,520,071
5,200,001
23,980,000
23,696,800
4,581,086
2,500,000
25,558,512
28,260,000
23,980,000
56,300,000
21,400,000
33,600,000

11,247,804

1,120,000

33,600,000

0

0

9,500,000

0

2,500,469,034

2,613,000,000

5,909,513,308
(98,960,356)

Adjustments
2016-2017
(508,848)'
210,812,370
24,000,000

o o o o

234,303,522

42,065,369
551,094
(12,665,063)
26,315,437
4,510,207
(108,621)
(5,451,232)
(1,674,033)
4,399,472
(6,420,835)
(5,335,660)
(19,382,821)

(2,179,230)

(1,120,000)
(7,388,366)
142,247
0
1,834,628
24,000,000
210,812,370
0
252,904,963
(18,601,441)

Final budget
2016-2017
110,000,000

2,711,281.404
607,875,070

2,613,000,000

0

2,000,000
700,000
6,044,856,474

533,585,440
5,751,095
11,314,937
50,012,237
9,091,293
2,391,379
20,107,280
26,585,967
28,379,472
49,879,165
16,064,340
14,217,179

9,068,574

0

26,211,634

142,247

0

11,334,628

24,000,000

2,711,281,404

2,613.,000,000

6,162,418,.271
(117,561,797)

Actual on comparable basis ’erformance difference

2016-2017
110,000,000
2,898,156,848

607,875,070
2,613,000,000

73,504
6,107,329
908,223
6,236,120,974

529,108,148
5,783,135
11,580,127
50,828,499
9,091,293
2,408,299
20,107,280
26,585,967
25,398,861
50,869,602
14,508,112
14,371,179

9,084,664

1,160,000
26,457,303
142,247
58,942,591
11,676,309
21,972,530
2,897,766,848
2,561,305,064
6,349,148,057
(113,027,083)

2016-2017
(186,875,444)

1
(73,504)
(4.107.329)
(208,223)
(191,264,500)

4,477,292
(32,040)
(265,190)
(816,262)

0
(16,920)
-

0

0
“

2,980,611
(990,437)

1,556,228
(154,000)

(16,090)

(1,160,000)
(245,669)
(0)
(58,942,591)
(341,681)
2,027,470
(186,485,444)
51,694,936
(186,729,786)
(4,534,714)



NOTES TQ THE FINANCIAL STATEMENTS

Statement of gompliance and basis of preparation

The Authoritys
International P
Kenya shillings
have been consi$

financial statements have been prepared in accordance with and comply with
lic Sector Accounting Standards (IPSAS). The financial statements are presented in
hich is the functional and reporting currency of the Authority. The accounting policies
ently applied to all the years presented.

ements have been prepared on the basis of historical cost, unless stated otherwise. The
ent is prepared using the indirect method. The financial statements are prepared on

The financial sta
cash flow state
accrual basis.

opiificant accounting policies

1

Revenue recoghi

|

Revenue from nbi

Summary of si

-exchange transactions

er government entities

exchange transactions with other government entities are measured at fair value and
recognized on obt@ining control of the asset (cash, goods, services and property) if the transfer is free
from conditions a |- it is probable that the economic benefits or service potential related to the asset will
flow to the Author '; and can be measured reliably.

‘.

Transfers from o
Revenues from no

Tender sale income
Revenue from the Bale of tenders is recognized when such has been received the significant risks of
cancellation of the @nder sale and rewards of ownership have been transferred to the buyer, usually after
the close of the offér of the tender and when the amount of revenue can be measured reliably and it is
probable that the ecdnomic benefits with the transaction will flow to the Authority.

The period under reyiew there was no sale of tender documents.

Interest income
Interest income of thg
The interest income l
the interest is earned

Authority is recognised when earned and the same reflected on the bank statement.
as been as a result of the Authority opening current bank accounts with NIC where
n daily available balances to those accounts according to the market rate.

Rental income
Rental income is arisihg from the Authority’s guest houses in Mandera and Moyale. Initially the guest
house in Mandera hadbeen leased by the County Government which saw the incomes generated to grow.
The facility is howevdt in a deteriorating condition which has resulted to guests seek for better facilities
in the area hence thd| continuous reduction of collections. Plans are however under way for some
refurbishment. The same is recognised when earned.
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Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in
a single statement to determine the needs of the Authority. As a result of the adoption of the accrual basis
for budgeting purposes, there are no basis, timing or Authority differences that would require
reconciliation between the actual comparable amounts and the amounts presented as a separate additional
financial statement in the statement of comparison of budget and actual amounts.

Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the items. When significant
parts of property, plant and equipment are required to be replaced at intervals, the Authority recognizes
such parts as individual assets with specific useful lives and depreciates them accordingly. Likewise,
when a major inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs
are recognized in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction
for nil or nominal consideration the asset is initially measured at its fair value.

Depreciation Policy
Depreciation is calculated on reducing balance (as per the proposed finance manual) basis at annual rates

from the year of purchase. An amount of Ksh. 610,706,325.85 relates to property, plant and equipment
were inherited from the Arid Lands Resource Management Project (ALRMP) at their historical cost
values. The Authority was able to carry out the valuation as at end of 30" June 2017 and the revaluation
report was adopted by the Board during the year. The fixed asset schedule has thus been adjusted to show
the correct position. All assets have been depreciated at the rates applicable as per NDMA finance manual
as shown below

% per annum

Buildings 2.5%
Plant and Machinery 2.5%
Motor Vehicles & Motor Cycles 25.0%
Furniture, Fittings & Office Equipment 12.5%
Computer and accessories 30.0%
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Inventories

Inventory is meafured at cost upon initial recognition. To the extent that inventory was received through
non-exchange trafisactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at
the date of acquisition.

Costs incurred inlbringing each product to its present location and conditions are accounted for, as

follows:
e Raw materidls: purchase cost using the weighted average cost method

‘. and work in progress: cost of direct materials and labour and a proportion of
ng overheads based on the normal operating capacity, but excluding borrowing costs

After initial recogniition, inventory is measured at the lower of cost and net realizable value. However, to
the extent that a cl \

costs of completioniand the estimated costs necessary to make the sale, exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary

course of operations|bf the Authority.

Provisions

Provisions are recoghlized when the Authority has a present obligation (legal or constructive) as a result
of a past event, it iprobable that an outflow of resources embodying economic benefits or service
potential will be requiifed to settle the obligation and a reliable estimate can be made of the amount of the
obligation. \

Where the Authority éxpects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbur§ément is recognized as a separate asset only when the reimbursement is virtually
certain.

The expense relating # any provision is presented in the statement of financial performance net of any
reimbursement.

The Authority did rec
there was an obligation to pay.

pnise provision for audit fee during the year under audit since it was evident that

Contingent liabilities
The Authority does nofrecognize a contingent liability, but discloses details of any contingencies in the
notes to the financial sttements, unless the possibility of an outflow of resources embodying economic
‘tial is remote. Nothing has come to the attention of the Authority that there is
liability to occur.

benefits or service pote
any likely of a continge

Contingent assets

The Authority does notlrecognize a contingent asset, but discloses details of a possible asset whose
existence is contingent 4 the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Authority in the notes to the financial statements. Contingent assets are
sure that developments are appropriately reflected in the financial statements.
‘certain that an inflow of economic benefits or service potential will arise and

assessed continually to
If it has become virtually
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the asset’s value can be measured reliably, the asset and the related revenue are recognized in the financial
statements of the period in which the change occurs.

Nature and purpose of reserves
The Authority does not create and maintain reserves in terms of specific requirements. Authority’s
amounts reflected as reserves are made up of the surpluses/deficits realised during the years.

Changes in accounting policies and estimates

The Authority recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

Employee benefits

Retirement benefit plans

The National Drought Management Authority Staff Pension Scheme was registered on 14 August 2015
with an effective date of 1* March 2013. Contributions into the scheme commenced in the month of
August 2015 with employees contributing 10% of basic salary and the employer (Sponsor) contributing
equivalent of 20% of the employee’s basic salary into the scheme.

Taking into account that the effective date of the scheme was 1/3/2013, the sponsor undertook to seek
funds to pay into the scheme the 20% employer portion into the scheme w.e.f 1/3/2013.

In FY2016/17, an allocation to cater for the 20% employer portion was made in the NDMA budget for
payment into the scheme by 30™ June 2017 and the same was successfully achieved, hence the employer
is not tied to any past pension benefits.

This pension scheme which is a defined contribution operates under a Trust Deed and Rules where the
same has put the eligible membership age to be 55yrs and below. Any employees who had attained the
age of 55yrs by the inception date was taken under Contractual terms of employment where they will be
entitled to a gratuity upon their retirement dates.

Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of
reporting the transaction. Trade creditors or debtors denominated in foreign currency are reported at the
statement of financial position reporting date by applying the exchange rate on that date. Exchange
differences arising from the settlement of creditors, or from the reporting of creditors at rates different
from those at which they were initially recorded during the period, are recognized as income or expenses
in the period in which they arise. During the financial year, the Authority did not deal with foreign
exchange; neither does the Authority operate a foreign bank account.
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Borrowing cost

e capitalized against qualifying assets as part of property, plant and equipment.
gosts are capitalized over the period during which the asset is being acquired or

Borrowing costs
Such borrowing
constructed and
complete. Furthe
did not enter into

borrowings have been incurred. Capitalization ceases when construction of the asset is

orrowing costs are charged to the statement of financial performance. The Authority

y borrowing transactions during the year under audit.
Related parties

The Authority regg
individually or joi
key management a
officer, the depart

ds a related party as a person or an Authority with the ability to exert control
ly, or to exercise significant influence over the Authority, or vice versa. Members of
e regarded as related parties and comprise the Board of Directors, Chief executive
ntal Directors and the sectional Managers.

Key managementlcompensation:

2016-17 2015-16
Directors 8,168,333.00  9,802,000.00
Managers 18,843,067.00 18,294,240.00
TOTAL 27,011,400.00 28,096,240.00

N.B: Please note thii
management staff o
the employee related

the amount of Ksh. 27,011,400.00 disclosed above relate salaries paid to top

e organization. These were paid through the monthly payrolls and forms part of
osts figure of Ksh. 346,115,237 on note number 7.

Service concession afirangements
The Authority analys¢
the appropriate accou
contributes an asset t

all aspects of service concession arrangements that it enters into in determining
iting treatment and disclosure requirements. In particular, where a private party
| the arrangement, the Authority recognizes that asset when, and only when, it
e services the operator must provide together with the asset, to whom it must

t price. In the case of assets other than *whole-of-life” assets, it controls, through

i

dntitlement or otherwise — any significant residual interest in the asset at the end of

AN

controls or regulates ¢
provide them, and at
ownership, beneficial
the arrangement. Any
been recognized, the Agthority also recognizes a corresponding liability, adjusted by a cash consideration
paid or received.

ets so recognized are measured at their fair value. To the extent that an asset has

Cash and cash equivalgnts
Cash and cash equivale
liquid investments with
known amounts of cash §
include amounts held at

5 comprise cash on hand and cash at bank, short-term deposits on call and highly

n original maturity of three months or less, which are readily convertible to
d are subject to insignificant risk of changes in value. Bank account balances
arious commercial banks at the end of the financial year.
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Comparative figures

Where necessary comparative figures for the previous financial year have been amended or reconfigured
to conform to the required changes in presentation.

Significant judgments and sources of estimation uncertainty

The preparation of the Authority's financial statements in conformity with IPSAS requires management
to make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below. The Authority based its
assumptions and estimates on parameters available when the consolidated financial statements were
prepared. However, existing circumstances and assumptions about future developments may change due
to market changes or circumstances arising beyond the control of the Authority. Such changes are
reflected in the assumptions when they occur.

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following indicators to inform
potential future use and value from disposal:
» The condition of the asset based on the assessment of experts employed by the Authority
¢ The nature of the asset, its susceptibility and adaptability to changes in technology and processes
e The nature of the processes in which the asset is deployed
e Availability of funding to replace the asset
e Changes in the market in relation to the asset

Provisions

Provisions are recognised when the Authority has a present obligation (legal or constructive) and as a
result of a past event, it is probable that an outflow of resources embodying economic benefits or services
potential will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. The expense relating to any provision is presented in the statement of financial performance
net of any reimbursement.

Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial
statements for the year ended June 30, 2017
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3. Public cont

Receipts for UNDP p

butions and donations

Receipts from WEFP (Revenue)

Receipts from

Receipts from HSNP (donor-AIA)

Receipts from
Receipts from

Receipts from DEFP ( donor -AIA)

Receipts from E
Total transfers

d

4. Transfers fromother governments — gifts

and services-in-

Unconditional gr
Operational grant

Conditional grant
World Food Progra
Hunger Safety net

Kenya Rural Devel
Drought Contingenc

5.Rental revenue fr

Rental Income
Total rentals

6.0ther income

Tender sale income

Miscellaneous Income
Interest on bank balanc

Tax in interest Withh
Total other income
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-DRMC ( donor -AlIA)

sponsorships

me
gramme

ment Programme
funds

- Gross
eld

facilities and equipment .

2016-17
Kshs

110,000,000

1,742,691,022

435,913,831
719,551,995
3,008,156,848

2016-17
Kshs

607,875,070
607,875,070

55,000,000
2,496,000,000
30,000,000
32,000,000
2,613,000,000

2016-17

Kshs
908,223
908,223

2016-17
Kshs
20,000
53,504
7,184,462
(1,077,133)
6,180,833

2015-16
Kshs

47,028,663.00

40,456,272
2,185,200
4,399,950,230
42,367,071
270,491,230
264,123,755

5,066,602,421

2015-16
Kshs

498,684,406
498,684,406

53,000,000
1,092,000,000
119,600,000
130,000,000
1,394,600,000

2015-16

Kshs
193,000
193,000

2015-16
Kshs
84,000
34,148
3,290,215
(476,909)
2,931,453



7. Employee costs

Employee related costs - salaries and wages (NDMA)
Employee related costs - contributions to NSSF
Employee related costs - contributions to Pension
Employee related costs - contributions to NITA
Employee related costs - gratuity

Employee related costs - pension

Medical Insurance-NDMA

Group personal insurance

Travel costs (domestic)

Travel costs (foreign)

Employee costs

8.Remuneration of Board Members

CEO's Remuneration
Honoraria

Allowances

Domestic Travel
Foreign Travel
Training expense
Telephone expenses
Total Board expenses

9. Depreciation and Amortization Expense

Depreciation Charge for the Year

10. Repairs and maintenance

Property

Equipment

Vehicles

Computers

Total repairs and maintenance
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2016-17
Kshs
378,777,408
811,650
140,852,096
181,000
7,410,593
1,075,400
45,688,789
5,180,813
50,828,499
9,091,293
639,897,541

2016-17
Kshs
5,778,572
480,000
7,551,571
2,074,822
8,983,896
510,400
19,600
25,398,861

2016-17
Kshs

58,942,591
58,942,591

2016-17
Kshs
6,852,623
3,595,015

26,457,303

1,228,670

38,133,611

2015-16
Kshs
346,115,237
706,800
40,030,996
14,954,529
140,000
37,810,069

1,637,450
218,286
441,613,366

2015-16
Kshs
4,850,000
960,000
108,000
318,630
84,875
24,250
6,345,755

2015-16
Kshs
7,710,017
7,710,017

2015-16
Kshs
2,774,812
1,603,807
2,939,751
281,176
7,599,547



11. General e
The following ¥

enses

Advertising and{Publicity

Audit fees- for X 15/2016
Hospitality and @onference facilities
Consumables
Utility costs
Fuel and oil
Postage
Publishing and P
Subscription and
Rental
Contracted Servic
Membership to Pr¢

ting
ewspapers

Telecommunicatiof
Motor vehicle insutance

Cleaning and Security
essional Bodies

Training
Drought coordinati response (DCR)
Total general expe ses

Total expenses for pperations

12. Donor Funded \
The following are do;

Community develop
Community develop
Expenses on UNDP (d
Expenses on WFP
Expenses on FAO
Expenses on ARC
Expenses on ADA
Expenses on KRDP (dapior-AIA)
Expenses on DCF (don -AIA)
|

nt- HSNP (Gok)
ént- DCF (Gok)
nor-REVENUE)

«

AIA)
Expenses on EDE DR

Expenses on UNDP (do \
Total donor- related expenses
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¢ included in general expenses:

2016-17
Kshs
530,334
1,160,000
4,607,896
9,900,216
5,783,135
14,371,179
908,710
773,474
1,104,491
20,107,280
7,818,534
313,900
10,671,417
142,247
26,585,967
21,972,530
126,751,311
889,123,916

2016-17

Kshs
40,727,168
2,312,626,824
64,460,695
9,320,494
132,173,073

1,996,810

435,913,831
1,742,691,022

719,161,995

5,459,071,912

2015-16
Kshs
31,700
580,000
340,449
5,910,127
5,077,571
1,692,233
196,364
54,595
104,580
21,190,888
4,614,240
13,000
3,701,173

214,910
43,721,829
506,990,514

2015-16

Kshs
89,215,942
1,052,889,664
68,179,947
64,221,646
58,242,990
2,265,050
1,296,156
6,028,091
270,491,230
264,123,755
4,399,950,230

42,367,071
6,319,271,771



13. Taxation

The Authority draws all it’s funding from the Government and therefore tax exempted.

14. Cash and cash equivalents
The following are the cash & bank balances

KCB-KICC 1136140255
NIC-1000584564

NIC- UNDP (KDRP) 1001285544
NIC- UNDP (ERP) 1001285568
NIC- UNDP (DRR) 1001976911
NIC- UNDP (AVAR) 1001285536
NIC- WFP/FFA 1001285595
NIC- HSNP 1001650137

NIC- KRDP DCF 1001783153
NIC-NDEF 1004546624

Total cash and cash equivalents

15. Receivables from non-exchange contracts
Current receivables

Staff Debtors (imprest)

Medical insurance prepayments

Unutilised balances from counties
Employee Advance for pension contribution
Receivables from KRDP by NDMA
Receivables from ILRI by NDMA

Salary advances

Receivables from various by NDMA-R 103
Receivables from EDE DRMC

Receivables from UNDP-DRR

Total current receivables

16. Inventories
Consumable stores

Total inventories at the lower of cost and net -
Realizable value
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2017
27,211,281.00
1,932,217.00

1,953,349.00

54,618,925.00
43,958,552.00

2016
60,046,292.00
2,948,917.00
29,162.00
593.00
23,076.00
48,414.00
37,001,689.00
47,115,305.00

123,579.00 3,829,649.00
2.000,137,938.00 -
4,129,935,841.00  151,043,097.00

2017 2016
800,082.00 4,756,446.00

26,275,130.00
13,510,403.00

16,918,819.00
16,571,912.00

3,920.00 47,700.00
1,379,162.00  24,339,971.00
- 1,391.00
567,156.00 767,422.00
- 80,557,352.00
7,983,693.00 -
192,400.00 -
50,711,946.00 __143,961,013.00
2017 2016
4,025.234.00 2.458.252.00
4,025,234.00 2.458,252.00



Land and Buildings | Motor vehicles | Furniture and fittings | Computers | Plant and Eqpnt| Total
17. Property, plant anl quipment] 0 0.25 0.125 0.3 0.03|TOTAL
Cost Shs Shs Shs Shs Shs Shs
Reported As At 30.june 2016(NBV) 11,176,266 438,532,354 123,293,199 64,149,269 0 637,151,088
Revalued figures for 2016/2017 161,579,810 168,813,019 9,623,024 21,833,386 0 361,849,239
Additions 0 0 1,844,177 7,285,722 0 9,129,899
As at 30th June 2017 161,579,810 168,813,019 11,467,201 29,119,108 0 370,979,138
FO 58 Assets for disporsa 0 23,878,200 461,534 1,809,874 0 26,149,608
Total Assets for depreciatibn 161,579,810 192,691,219 11,928,735 30,928,982 0 397,128,746
Charge for the year 0 48,172,805 1,491,092 9,278,695 0 58,942,591
[NBV At end of June 2017 [ 161,579,810| 144,518,414] 10,437,643]  21,650,287| 0] 338,186,155
[charge to Changes in equi [ 150,403,544.00] -245,841,135.00 -113,208,640.76]-40,506,009.37 0.00]  -249,152,241.13]

NB: Please note thdt the figure described as FO 58 relate to assets that were recommended for disporsal

during the FY 2017f2018.
18. Trade and othgr payables
Other payables (KRDP)
Other payables (INTERBANK)
Other payables (U EF)
Other payables ( P)
Funds received for the NDEF
Payroll Liabilities ‘\
Withholding tax
Accrued Expenses
Audit fees accrued
Trade and Other paydbles

Insurance compensatidn-GPI
Employer contributiofi - NITA

Other payables- UNDR Bills & IPSTC
Claim by Turkana & Kitui Counties

Total trade and other payables
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2016-17
KShs
1,248,322

2,000,137,938
24,322,605
9,210
1,616,813
1,160,000
3,945,000
2,579,344
15,450
2,189,099
175,136
2,037,398,918

2015-16

KShs

1,248,322
80,557,352
41,095

515

2,096,312

1,616,813

1,413,459

86,973,868



19. FINANCIAL RISK MANAGEMENT

Exposure to currency, commodity, interest rate, liquidity and credit risk arises in the normal course of the
authority’s operations. This note presents information about the authority’s exposure to each of the above
risks, policies and processes for measuring and managing risk, and the authority’s management of capital.
Further quantitative disclosures are included throughout these financial statements.

There exist a risk matrix in the Organization under which these risks and their mitigating factors are
analyzed.

Fair values
Set out below, is a comparison by class of the carrying amounts and fair value of the authority’s financial
instruments.

Carrying amount Fair value
Financial Assets Ksh Ksh
At 30 June 2017
Receivables from non-exchange
transactions 50,711,946.00 50,711,946.00
Cash and cash equivalents 2,129,935,841.00 2,129,935,841.00
Total 2,180,647,787.00 2,180,647,787.00

Ksh Ksh

Financial Liabilities
At 30 June 2017
Trade payables from exchange transactions 2,037,260,980.00 2,037,260,980.00
Total 2,037,260,980.00 2,037,260,980.00

The fair value of the financial assets and liabilities are included at the amount at which the instrument
could be exchanged in a current transaction between willing parties, other than in a forced sale or
liquidation.

Cash and short-term deposits, trade receivables, trade payables and other current liabilities approximate
the carrying amounts largely due to the short-term maturities of these instruments.

Credit risk

Credit risk is the risk of financial loss to the authority if customers or counterparties to financial
instruments fail to meet their contractual obligations. The authority’s credit risk is primarily attributable
to its receivables and cash and cash equivalents. The carrying amount of financial assets represents the
maximum credit exposure. The credit risk on liquid funds with financial institutions is low, because the
counter parties are banks with high credit-ratings. The maximum exposure to credit risk as at 30 Jun 2016
was:

Fully Past due  Impaired Total

performing

Ksh Ksh Ksh Ksh
Non exchange receivables 50,711,946.00 - - 50,711,946.00
Cash and cash equivalents 2,129,935,841.00 - - 2,129,935,841.00
Maximum exposure to credit 2,180,647,787.00 - - 2,180,647,787.00

risk
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Credit quality
Credit quality is assessed
and also those parties wit
customers, investments a
balances with banks are |
position neither does the

isk of default attached to counterparties to which the authority extends credit
hom the authority invests. As such, the credit quality assessed extends to the
banks of the authority. For financial statement purposes, the investments and
ited to the cash and cash equivalents line items in the statement of financial
thority enter into any overdraft agreements with its bankers.

Receivables
The authority does not eXtend credit to external parties. All services performed by the authority are
rendered upon payment by the customers. The receivables from non-exchange transactions relate to staff
advances, unutilized balaniées from the Counties and advances to internal donor activities. The advances
were made in the financialyear 2015/2016 and are therefore current.

Cash and cash equivale
The authority limits its ex
financial institutions that
to be any significant expo

sure to credit risk by investing cash and cash equivalents with only reputable
ve a sound credit rating. Consequently, the authority does not consider there
re to credit risk.

Liquidity risk

Liquidity risk is the risk
authority’s approach to m
its liabilities when they
authority’s reputation. Pr
the authority’s obligations

" the authority not being able to meet its obligations as they fall due. The
aging liquidity risk is to ensure that sufficient liquidity is available to meet
11 due, without incurring unacceptable losses or risking damage to the
ent liquidity risk management includes maintaining sufficient cash to meet

The table below analyses
the remaining period at the
in the table below are the c
carrying amounts, as the i

e authority’s financial liabilities into relevant maturity groupings based on
nd of reporting period to the contractual maturity date. The amounts disclosed
tractual undiscounted cash flows. Balances due within 12 months equal their
act of discounting is not significant.

Less than Between Over
1 month 1-3 5 months Total
months
Sh Sh Sh Sh
At 30 June 2017
Trade payable§ from
exchange
transactions 2,032,218,926.00 - 5,042,054.00 2,037,260,980.00
2,032,218,926.00 - 5,042,054.00 2,037,260,980.00

Market risk
Market risk is the risk of phanges in market prices, such as foreign-exchange rates and interest rates,
affecting the authority’s indbme or the value of its financial instrument holdings. The objective of market
risk management is to mafiage and control market risk exposures within acceptable parameters, while
optimizing the return on th@ risk. The authority is not exposed to any significant market risks.

Capital risk management|policies
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The primary objective of managing the authority’s capital is to ensure that there is sufficient cash
available to funding requirements, including capital expenditure, to ensure that the authority remains
financially sound. The authority monitors capital using a gearing ratio, which is net debt, divided by total
capital, plus net debt.

As at the end of the year, the authority had no debt. The capital structure of the authority consists only of
a general fund. The gearing ratio of the authority is therefore 0%.

APPENDIX I: EXPLANATIONS OF BUDGET Vs ACTUALS A
Interest received was predicted on the assumption that funds will be received from treasury and spent as
planned, however we experienced some delays while finalizing on some registration issues for the last

cycle of cash transfer.

Following the withdrawal of tenants from the Moyale and Mandera guest houses as well as incidences
of insecurity, we expected lower turnout of guests and hence the decreased budget. This however turned

not to be the outcome.

APPENDIX II: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external 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 frame within which we expect the issues to be resolved.

Bl Focal Point | Status: 1|mefram
N, ke s Issue / person  to | (Resolve (}.’u bl
R Observation resolve the | d / Not
external Management comments : when you
audit S from issue (Name | Resolve expect the
Report A0 s 9 issue to be
P designation) resolved)
Qualified
opinion. on .
the b.a51s of An asset verification exercise was CREICISE
historically ; : . complet
carried out during the financial year
valued . .. ed and
R with the support of Ministry of | Board of value of
plarll)t ¥, and Public works experts. The report was | Directors -
Ic)ui R however adopted by the Board adiusted
equip during the Financial year 2016/2017. !
inherited
from the
Project
—
S ) A
Chairperson Chief Executive Officer

........................................................................
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