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1. Acronyms and Glossary of Terms

ASALs Arid and Semi Arid Lands
CBK Central Bank of Kenya
CIT Cash In Transit

Comparative FY Financial year preceding the current financial year.

CT-0OVvC Cash Transfers-Orphans and Vulnerable Children
G&CM Grievance & Case Management

HSNP Hunger Safety Net Programme

ICPAK Institute of Certified Public Accountants of Kenya
IDA International Development Authority

IMF International Monetary Fund

IPF Investment Project Financing

IPSAS International Public Sector Accounting Standards
KSEIP Kenya Social and Economic Inclusion Project
NSNP National Safety Net Programme

NT National Treasury

NHIF National Hospital Insurance Fund

PFM Public Finance Management.

PSASB Public Sector Accounting Standards Board

PSP Payment Service Provider

SR Single Registry

WB World Bank
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2. Project Information and Overall Performance

2.1 Name and registered office

Name: Kenya Social and Economic Inclusion Project

Objective: The key objective of the project is to strengthen delivery systems for
enhanced access to social and economic inclusion services and shock-responsive safety

nets for poor and vulnerable households.

Address: The project headquarters offices are in NSSF Building, Nairobi (city), and
Nairobi County, Kenya P. O. Box 46205-00100 GPO, Nairobi.

Contacts: Telephone: (254)722 319 186 E-mail: ovc@gmail.com OR
ct ovc@yahoo.com
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Project information and overall performance (continued)

2.2 Project Information

Project Start Date:

27-Nov-2018

Project End Date:

31-Dec-2023

Project Manager:

Boniface Ichwaa Naukot

Project Sponsor:

The World Bank

2.3 Project Overview

Line Ministry/State
Department of the project

Ministry of East African Community (EAC), the ASALs and
Regional Development / State Department for the ASALs
and Regional Development

Project number

P164654

Strategic goals of the
project

1) Strengthening Social Protection Delivery

Systems through:

Enhancement of SR scope and coverage

Roll out of improved payment system
Enhancement in G&CM and beneficiary outreach
Institutional and capacity strengthening

2) Increasing Access to Social and Economic

Inclusion Interventions through:

Systematic access of NSNP beneficiaries to NHIF
Expansion of existing nutrition-sensitive safety net
Testing of economic inclusion interventions

3) Improving the Shock Responsiveness of

Safety Net System through:

Increased GOK financing and coverage of the HSNP
Enhanced scalability mechanism and predictable
financing of emergency payments

Supporting institutional and capacity strengthening
of NDMA
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the financial year 2022-2023:

(i) NCBA Bank Kenya Plc, Harambee Avenue Branch, Nairobi

(ii) KCB Bank Kenya Limited; eight (8) bank accounts are held in the HSNP counties

(iif)Equity Bank Kenya Limited; Payment Service Provider

(iv)  KCB Bank Kenya Limited; Payment Service Provider
2.5 Independent Auditor

The project is audited by the Office of the Auditor General
2.6 Roles and Responsibilities

. .| Masters degree in .
Chief  Executive : .. | Accounting 254 715 828
Hared Hassan Officer Strat_eglc Security Officer 220
studies
Sayana ?(gér?r:irfaﬁtor Ml:‘nn::: enwronmenta; Director Technical | 254 721 704
Lembara . P 9 services 946
Service Management
MSc Water and .
Hussein Jirma E;%grrd?rrgtor Environmental Egcgfg;cnator (2)3;} her ol
Management
. Project : .
Boniface GBSrEFon Bachelor of Education| Oversees project | 254 722 877
Ichwaa e science implementation | 110
Manager
Deputy Director MBA Finance Option | _. :
Yussuf Bagaja | Finance & CPA(K) rr:r;?)r:aaaelment 33; Ve S22
Accounts (ICPAK No. 8335) 9
B. Com Finance| Beneficiaries
Mercy Kiogora Spaggaﬁinstt option CPAK payment i?? 722 787
P (ICPAK No. 8757) management
Peter Thirikwa | MIS specialist | BSC & IT MIS operations & 254 721 644
coordination 702
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2.7 Funding summary

The Project is for duration of 5 years from 2018 to 2023 with an approved budget
of Euro 47,500,000 and USD 13,000,000 equivalent to Kshs 6,060,758,130 and
Kshs 1,406,600,637 respectively as highlighted in the table below:
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Project information and overall performance (continued)

2.8 Summary of Overall Project Performance:

Grant from
external
development
partners (World
Bank & DFID)

192,000,000

166,612,710

371,979,754

Loan from external
development
partners (World
Bank)

49,000,000

64,288,201

108,826,651

Government of
Kenya

5,081,300,000

4,947,665,683

15,809,097,651

Total

5,322,300,000

5,178,566,594

16,289,904,056

Absorption Rate per Year since Commencement

Source of
funds/financial

year

2019/2020

2020/2021

2021/2022

2022/2023

Investment Project
Financing -Credit

41%

108%

Investment Project
financing -Grant

60%

86.78%

GOK Counterpart
Funds

90%

98%

97%

97%

X1
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IMPLEMENTATION CHALLENGES
i)  Inadequate HSNP budget estimates, resulting to insufficient funds for
Scale Up emergency payments.
ii)  Delays in exchequer releases caused untimely and unpredictable cash
transfer payments.
iii) ~ Activities before the national elections affected beneficiary participation
and delayed essential field-based programme activities.
iv) A shortage of staff at the county level, as the Authority has only one
accountant handling KSEIP funds along with other donor-funded and GOK
projects under NDMA.

2.9 Summary of Project Compliance:

The project has complied with applicable laws and regulations, and essential external

financing agreements/covenants.

3. Statement of Performance against Project’s Predetermined Objectives
Introduction
Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at
the end of each financial year, the Accounting officer when preparing financial
statements of each National Government entity in accordance with the standards
and formats prescribed by the Public Sector Accounting Standards Board includes
a statement of the national government entity’s performance against
predetermined objectives.
The objective of the KSEIP is “to strengthen delivery systems for enhanced access
to social and economic inclusion services and shock-responsive safety nets for
poor and vulnerable households”. The Project supports the GoK to build upon the
achievements made under the National Safety Net Program (NSNP) through
putting in place credible delivery systems for social protection (SP) services. More
specifically, the Project supports results in three areas:
(i) Enhancing institutional capacity and further strengthening of SP delivery

systems, particularly the coverage and functionality of the existing single
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registry as well as to continue improving the efficiency of the payment and
grievance management system;
(i) Investing in scale-up of existing nutrition-sensitive safety net and testing of
customized economic inclusion models as a complement to the sensitive
safety net and testing of customized economic inclusion models as a
complement to the regular cash transfers to improve human capital and
self-sufficiency of the poor and vulnerable households; and
(iii) Improving shock responsiveness of the safety net system expanding its
coverage as well as strengthening financing arrangements for timely
support to the affected households to improve their resilience and coping

with recurrent climate-induced droughts.

Progress on attainment of strategic development objectives

For purposes of implementing and cascading the above development objectives to
specific sectors, all the development objectives were made specific, measurable,
achievable, realistic and time-bound (SMART) and converted into development
outcomes. Attendant indicators were identified for reasons of tracking progress

and performance measurement.
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Below we provide the progress on attaining the stated objectives:

Registration of
households in the four
expansion HSNP
counties of Samburu,
Isiolo, Tana River and
Garissa by Dec, 2022

households in the four
expansion HSNP
counties of Samburuy,
Isiolo, Tana River, and
Garissa by Dec 2022.

and beneficiary list for
Group 1 and Group 2

KSEIP Registration of | Re-registration  data | Achieved

households are to be
enrolled and paid for
through the budget in
four expansion

counties by June 2023

households  enrolled
and paid for through
the Gok budget in four
expansion counties by

June 2023.

beneficiaries list for
both Group 1 and
Group 2

KSEIP 10,000 new HSNP | 10,000 new HSNP | Registration data, | Achieved
households to be | households enrolled | beneficiaries list for
enrolled and paid for | and paid for through | both Group 1 and
through  the  Gok | the Gok budget in four | Group 2
budget in four | expansion counties by
expansion counties by | Dec 2022.
Dec 2022
KSEIP 12,000 new HSNP | 12,000 new HSNP | Registration data, | Achieved

4. Environmental and Sustainability Reporting

At the forefront of the Kenya Social and Economic Inclusion Project (KSEIP) lies a
steadfast commitment to sustainability, with deliberate efforts woven into every
facet of its design and implementation. Recognizing the paramount importance of
ensuring enduring positive impacts, the project has strategically integrated a range
of measures that not only safeguard its long-term effectiveness but also contribute
to the broader goals of environmental, social, and economic stability. Through
meticulous planning, innovative approaches, and a robust framework for
collaboration, the KSEIP embarks on a journey to not only address immediate
challenges but also to lay the foundation for sustained progress that extends far

beyond the project's lifespan.
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1. Sustainability Strategy and Profile

The GoK commitment to the interventions and the alignment with its policy
commitment for SP and the ‘Bottom Up’ is a prerequisite for sustainability beyond
the life of the project. First, the GoK is expanding the NSNP at a larger scale than
originally expected (increasing beneficiaries by 1.5 million), demonstrating its
commitment. The proportion of NSNP cash transfers financed by the GoK has more
than doubled in the past five years: 100 % of program beneficiaries are currently
financed by the GoK (compared to 38% in FY13). Second, the GoK continues to
invest in SP delivery systems, including consolidation of the MIS, improved payment
system, citizen’s engagement and shock-responsiveness. Third, the government's
bottom-up agenda places increased focus on the vulnerable population within the
country.
2. Environmental Performance

The project has been screened for short and long-term climate change and disaster
risks. The climate vulnerability of the project was identified, and climate adaptation
measures considered in the project design. The project is improving the shock-
responsiveness of the safety net system in the ASAL areas, which are most affected
by droughts occasioned by climate change. The enhanced SR contributes to a
system more responsive to shocks through better identification and categorization of
beneficiaries.

The expanded coverage of potential beneficiaries enables identification for other SP
programs beyond the NSNP, including social and economic inclusion services,
contributing to improved resilience of poor and vulnerable households. Institutional
capacity for project implementation, coordination, and M&E, as well as
enhancement of capacity and implementation of the BOS can all be considered to
contribute to climate change adaptation. Particularly, Component 3 of proposed
KSEIP addresses some of the climate related challenges in the project areas to
reduce the impact and vulnerability of drought and food insecurity in counties and

communities.

The project monitors progress toward shock-responsiveness and resilience to

counter climate change through the outcome indicator on risk financing strategy for
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HSNP scalability. An assessment of the project activities was undertaken by the

World Bank’s Climate Change Group, which estimated the total climate co-benefits
in this project to amount to US$ 59.75 million (or 24% of the IDA contribution).
The assessment found that adaptation co-benefits can be assigned for: (i)
enhancing the scope and coverage of the single registry, since it will enable timely
identification of households affected by climate-related emergencies; (ii) expanding
the nutrition-sensitive safety net, since food insecurity has been linked to droughts
and (iii) improving the shock responsiveness of the safety net system, since it will

enhance the resilience of beneficiaries to the droughts induced by climate change.

3. Employee welfare
The Authority is an equal opportunity employer and does not in its recruitment and
staff selection discriminate on the basis of gender, race, religion, ethnicity or any
other form of discrimination. The constitutional requirement on mainstreaming of
gender and people with disabilities is observed at all times alongside any policies

issued by the National Cohesion and Integration Commission.

The efficiency of the Authority depends on the quality of employees it engages. The
Authority therefore endeavours to recruit suitably qualified and experienced staff
with the right competencies and skills required to achieve the Authority’s goals and
objectives. The policies are reviewed regularly after every five years.

The objective of the Authority is to develop and reward employees for their
contribution in a fair and equitable manner. The Authority has in place a
Performance Management System designed to encourage career development by
enhancing employees’ skills and competencies and to appropriately reward

employees’ performance.

The Authority recognizes the need for training and development of all employees. It
therefore, offers training opportunities to all its employees in order to improve their
work performance and personal development to meet its objectives. The training
and development interventions are strictly drawn from the performance

management system and consolidated into costed training plans for each year.
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The Authority recognizes and commits itself to the achievement of the highest
standards of health and safety in the workplace, and the elimination or
minimization of health and safety hazards and risks that may affect its employees.
In this regard, the Authority implements policies and programmes that assure
employees of their protection from such hazards and disasters. The policies and
programmes are implemented in compliance with the provisions of Occupational
Safety and Health Act, 2007 and other Labour Laws as may be amended from time

to time.

4. Market place practices-

a)  Responsible Supply chain and supplier relations-
The Authority adheres to Article 227 of the Constitution of Kenya in the procuring
and contracting for goods or services in accordance with a system that is fair,
equitable, transparent, competitive and cost-effective, In doing so, procurement
opportunities are advertisement in UN Business, the Local Dailies, on the Public
Procurement Information Portal (PPIP) as well as the Authority’s website. This
ensures that the available opportunities are widely circulated to reach a wide
audience of potential bidders.

b)  Responsible ethical practices
In carrying out the processing of the bidders, the bids are opened in public and all
declarations read out and documented appropriately. Notification of intention to
award are also circulated to the participating bidders proving the reasons why their
bids were not successful and informing of the bidder who was successful. This open
the stand-still window of 14 days (10 Business days) for any complaints and
grievances to be raised. Once the 10 business days are over, and no complaints are
received, the contracting process then continues.
Complaints and grievance mechanisms are provided for in the bidding documents

and windows of appeal provided to address any arising complaints.
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The tender processing committees also commits themselves to the highest

standards of ethical behaviour by signing declarations to ensure highest standards

of ethical behaviour.

¢) Regulatory impact assessment
In carrying out the procurement process, the Authority is guided by the World Bank
Procurement Regulations, 4th Edition of November, 2020. The Regulations help
Borrowers carry out their procurement with the aim of achieving value for money
with integrity in delivering sustainable development, taking social factors and

sustainable procurement in to account.

5. Community Engagements
KSEIP implementation incorporates Kenya-specific gender considerations. First, the
project builds on the NSNP cash transfer programs which have demonstrated
positive impact on gender outcomes. Program targeting of both the CT-OVC and
HSNP recognizes the vulnerability of female-headed households: most recipients are
women, although they are not explicitly targeted as the main beneficiaries. This has
been reported to enable women to increase control of household budgets and
participation in income-generating activities. Analysis of the HSNP has indicated spill
over effects on more balanced household decision-making. Evaluations have found
that the cash transfer programs reduced the likelihood of young women becoming
pregnant and improved mental health outcomes, such as lower rates of depression,

greater belief in self-agency and self-efficacy, and more positive views of the future.

Second, the KSEIP supports positive gender outcomes through interventions
specifically targeted to women. NICHE supports PLW and mothers to make better
dietary decisions for their children and enhance existing impacts on household
decision making through the provision of a top-up transfer. The KSEIP M&E
framework includes gender-disaggregated indicators on proposed project
beneficiaries. Project surveys would collect data on gender dimensions of program
implementation and outcomes. Lastly, the SR would be leveraged to collect and

monitor gender specific data.
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KSEIP uses the citizen’s engagement mechanism already in place for the NSNP,
namely the G&CM mechanism. This mechanism has been established at the national
level with adequate staff and established procedures for receiving, recording, and
acting on complaints along with a feedback mechanism to close the loop. It includes
service charters to guide program engagement with beneficiaries, as well as MIS
modules for tracking complaints and hotlines for receiving them. Community-level
structures, such as the Constituency Social Assistance Committees and Beneficiary
Welfare Committees (BWCs), raises awareness of the rights and entitlements of the
beneficiaries, as well as to complement program officers and serve as an additional
conduit for engaging with the beneficiaries and stakeholders. Work is ongoing to
further strengthen this system by fully automating and decentralizing the G&CM
mechanism as well as by rolling out a recently endorsed BOS to increase beneficiary
awareness of their rights and entitlements as well as the procedures for GRCM. The
proposed project would further enhance the G&CM mechanism and beneficiary
outreach to ensure that a consolidated and coherent citizen’s engagement system is
established to address complaints and grievances and facilitate community feedback

on proposed KSEIP activities in a structured manner.
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5. Statement of Project Management responsibilities

The Chief Executive Officer National Drought Management Authority and the Project
Coordinator for Kenya Social and Economic Inclusion Project are responsible for the
preparation and presentation of the Project’s financial statements, which give a true
and fair view of the state of affairs of the Project for and as at the end of the
financial year (period) ended on June 30, 2023. This responsibility includes: (i)
maintaining adequate financial management arrangement and ensuring that these
continue to be effective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the
financial position of the Project; (iii) designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of the financial
statement, and ensuring that they are free from material misstatements, whether
due to error or fraud; (iv) safeguarding the assets of the Project; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates that

are reasonable in the circumstances.

The Chief Executive Officer National Drought Management Authority and the Project
Coordinator Kenya Social and Economic Inclusion Project accept responsibility for
the Project’s financial statements, which have been prepared on the Cash Basis
Method of Financial Reporting, using appropriate accounting policies in accordance

with International Public Sector Accounting Standards.

The Chief Executive Officer National Drought Management Authority and the Project
Coordinator for Kenya Social and Economic Inclusion Project are of the opinion that
the Project’s financial statements give a true and fair view of the state of Project’s
transactions during the financial year/period ended June 30, 2023, and of the
Project’s financial position as at that date. The Chief Executive Officer National

Drought Management Authority and the Project Coordinator for Kenya Social and
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Economic Inclusion Project further confirm the completeness of the accounting

records maintained for the Project, which have been relied upon in the preparation
of the Project financial statements as well as the adequacy of the systems of
internal financial control.

The Chief Executive Officer National Drought Management Authority and the Project
Coordinator for Kenya Social and Economic Inclusion Project confirm that the Project
has complied fully with applicable Government Regulations and the terms of
external financing covenants, and that Project funds received during the financial
year/period under audit were used for the eligible purposes for which they were

intended and were properly accounted for.

Approval of the Project Financial Statements
The Project financial statements were approved by the Chief Executive Officer
National Drought Management Authority and the Project Coordinator for Kenya

Social and Economic Inclusion Project on 22nd August 2023 and signed by them.

Yussuf Bagaja .
ICPAK Member No: & 33%¢
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REPUBLIC OF KENYA

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

HEADQUARTERS
Anniversary Towers
Monrovia Street

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA SOCIAL AND ECONOMIC
INCLUSION PROJECT NO. P164654 IDA CREDIT NO. 63480KE AND GRANT NO.
TFOA9527 FOR THE YEAR ENDED 30 JUNE, 2023 - NATIONAL DROUGHT
MANAGEMENT AUTHORITY (NDMA)

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and aOccountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Opinion
| have audited the accompanying financial statements of Kenya Social and Economic

Inclusion Project set out on pages 1 to 28, which comprise of the statement of financial

Report of the Auditor-General on Kenya Social and Economic Inclusion Project No. P164654 IDA Credit
No. 63480KE and Grant No. TFOA9527 for the year ended 30 June, 2023— National Drought Management Authority
(NDMA)




assets as at 30 June, 2023, and the statement of receipts and payments, statement of
cash flows, statement of comparison of budget and actual amounts for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, in all material respects, the financial position of Kenya Social and Economic
Inclusion Project as at 30 June, 2022, and of its financial performance and its cash flows
for the year then ended, in accordance with International Public Sector Accounting
Standards (Cash Basis) and comply with the Public Finance Management Act, 2012 and
the Financing Agreement Credit No. 6348 - KE dated 31 January, 2019 between
International Development Association and the Government of the Republic of Kenya.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Kenya Social and Economic Inclusion
Project's Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matters
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final budget and
actual amounts for grants from external development partners, loan from external
partners and miscellaneous receipts totalling Kshs. 251,000,000 and Kshs. 150,663,260
respectively resulting to a shortfall of Kshs. 100,336,740 or 40% of the budget.

The receipts shortfall affected the planned activities and may have impacted negatively
on service delivery to the public.

2. Unresolved Prior Year Audit Matters

Annex 1 to the financial statements reflects prior year audit issues raised. However, the
issues remained unresolved as at 30 June, 2023. The Project Management explained
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that the issues have been internally resolved but awaiting invitation by the Public
Accounts Committee for final resolution.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, | confirm that, nothing has come to my
attention to cause me to believe that public resources have not been applied lawfully and
in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements comply, in all material respects, with the authorities that govern them.
| believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Financing Agreement between the International Development
Association and the Government of the Republic of Kenya. | report based on my audit,
that:

i | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii. In my opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,
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ii. The Project’s financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.
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In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

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

e 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 applicable 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 Project’s
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
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report. However, future events or conditions may cause the Project to cease to sustain
its services.

e 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
business activities of the Project to express an opinion on the financial statements.

e 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 controls 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.

CPA%EQBS

AUDITOR-GENERAL ,

Nairobi

31 october, 2023
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Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30" June 2023

Financial Assets

Cash and Cash equivalents

Bank Balances 10 242,965,559 167,160,657
Total Cash and Cash equivalents 242,965,559 167,160,657
Total Financial Assets 242,965,559 167,160,657
Financial Liabilities

Net Assets 242,965,559 167,160,657
Represented By

Fund Balance B/fwd. 11 167,160,657 350,740,087
Surplus/(Deficit) for the Year 75,804,902 (183,579,430)
Net Financial Position 242,965,559 167,160,657

The accounting policies and explanatory notes to these financial statements form an
integral part of the financial statements. The financial statements were approved on

+ 0§ . 2023 and signed by:

........ f.........

Hared Hassan
Chief Executive Officer

Yussuf Bagaja
D/Director Finance

ICPAK Member No0:8335




Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023

9. Statement of Cashflow for the year ended 30t June 2023

Cashflow from operating activities

Receipts

year

Government of Kenya 1 5,081,300,000 4,662,100,000
Grant from external development

partners(World Bank-DFID) 2 142,507,492 i
Loan from external development partners

(World Bank) P P ] 7H/896499
Miscellaneous receipts 4 8,155,469 178,317,511
Total receipts 5,231,963,260 | 4,913,814,009
Payments

Compensation of employees 5 132,582,495 282,749,209
Purchase of goods and services 6 445,454,784 586,232,754
Finance Costs 7 4,151,886 1,999,756
Other grants and transfers 9 4,444,440,531 4,126,109,218
Total Payments 5,026,629,696 | 4,997,090,937
Net receipts/(payments) 205,333,564 -83,276,927
Adjustments during the year

Decrease/(increase) in accounts receivable - g
Increase/(decrease) in accounts payable: - .
Net cash flow from operating activities 205,333,564 -83,276,927
Cashflow from investing activities

Acquisition of non-financial assets 8 129,528,662 100,302,503
J ot casti flows frominvesting 129,528,662 | 100,302,503
activities

Cash flow from financing activities

Net cash flow from financing activities - -
Net increase in cash and cash equivalents 75,804,902 183,579,430
Cash and cash equivalent at beginning 10 167,160,657 350,740,087
of the year

Cash and cash equivalent at end of the 10 242,965,559 167,160,657

The accounting policies and explanatory notes to these financial statements form an
integral part of the financial statements. The entity financial statements were approved

on 2 (32 91% * 2023 and signed by:

Hared Has:\s\an

Chief Executive Officer

Project Coordinator

D/Director Finance




Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023

ICPAK Member No0:8335



Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023

10. Statement of Comparison of Budget and Actual amounts for year ended 30t" June 2023

Receipts

Grant from external :

development partners 192,000,000 - 192,000,000 142,507,791 | 38,792,209 78.60%
(World Bank & DFID)

Loan from external

development partners 59,700,000 |  (10,700,000) 49,000,000 -| 59,700,000 0.00%
(World Bank)

Government of Kenya 5,081,300,000 = 5,081,300,000 5,081,300,000 . 100.00%
Miscellaneous receipts 10,000,000 - 10,000,000 8,155,468.85 1,844,531 81.55%
Total Receipts 5,343,000,000 | (10,700,000) 5,322,300,000 5,231,963,260 | 100,336,740 98.12%
Payments

Compensation to 133,000,000 - 133,000,000 132,582,495 417,505 99.69%
employees

MMM.H% of goods and 405,000,000 : 405,000,000 445,454,784 | (40,454,784) 109.99%
Finance costs 4,200,000 - 4,200,000 4,151,886 48,114 98.85%
Acquisition of non- 100,000,000 . 100,000,000 129,528,662 | (29,528,662) 129.53%
financial assets

Other grants and 4,620,800,000 - 4,620,800,000 4,444,440,531 | 176,359,469 96.18%
transfers

Total Payments 5,263,000,000 . 5,263,000,000 5,156,158,358 | 106,841,642 97.9%
Surplus or Deficit 80,000,000 = 75,804,902

Note: The significant budget utilisation/performance differences in the last column are explained in .m»::mx 2 to these financial

statements.

Hared Hassan

Chief Executive Officer

Saiyand Lembara
Project Coordinator

<

Yussuf Bagaja
D/Director Finance
ICPAK Member No:8335




Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023
11. Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial
statements are set out below:
a) Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of accounting, as prescribed by the PSASB
and set out in the accounting policy note below. This cash basis of accounting has
been supplemented with accounting for; a) receivables that include imprests and
salary advances and b) payables that include deposits and retentions. The financial
statements comply with and conform to the form of presentation prescribed by the
PSASB.
The accounting policies adopted have been consistently applied to all the years
presented.
b) Reporting entity
The financial statements are for the Kenya Social and Economic Inclusion Project
under National Drought Management Authority. The financial statements
encompass the reporting entity as specified in the relevant legislation and PFM Act
2012.
c) Reporting currency
The financial statements are presented in Kenya Shillings (Kshs), which is the
functional and reporting currency of the Project and all values are rounded to the
nearest Kenya Shilling.
d) Recognition of receipts
The Project recognises all receipts from the various sources when the event
occurs, and the related cash has been received.
i) Transfers from the Exchequer
Transfer from Exchequer is recognized in the books of accounts when cash is
received. Cash is considered as received when payment instruction is issued to

the bank and notified to the receiving entity.



Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023
Significant Accounting Policies (continued)
i) External Assistance
External assistance is monies received through grants and loans from multilateral
and bilateral development partners.
iii)  Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender documents. These are recognized in the
financial statements at the time associated cash is received.
iv) Donations and grants
Grants and donations shall be recognized in the books of accounts when cash is
received. Cash is considered as received when a payment advice is received by
the recipient entity or by the beneficiary. In case of grant/donation in kind, such
grants are recorded upon receipt of the grant item and upon determination of the
value. The date of the transaction is the value date indicated on the payment
advice,
V) Proceeds from borrowing.
Borrowing includes external loans acquired by the Project or any other debt the
Project may take and will be treated on cash basis and recognized as a receipt
during the year they were received.
vi) Undrawn external assistance
These are loans and grants at reporting date as specified in a binding agreement
and relate to funding for the Project currently under development where
conditions have been satisfied or their ongoing satisfaction is highly likely and the
project is anticipated to continue to completion. An analysis of the Project’s

undrawn external assistance is shown in the funding summary.



Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023
Significant Accounting Policies (continued)
e) Recognition of payments
The Project recognises all payments when the event occurs, and the related cash
has been paid out by the Project.
i) Compensation to employees
Salaries and Wages, Allowances, Statutory Contribution for employees are
recognized in the period when the compensation is paid.
ii) Use of goods and services
Goods and services are recognized as payments in the period when the
goods/services are consumed and paid for. If not paid for during the period where
goods/services are consumed, they shall be disclosed as pending bills.
iii) Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in
which they incur and paid for.
iv) Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the
period in which the repayment is made. The stock of debt is disclosed as an
annexure to the consolidated financial statements.
V) Acquisition of fixed assets
The payment on acquisition of property plant and equipment items is not
capitalized. The cost of acquisition and proceeds from disposal of these items are
treated as payments and receipts items respectively. Where an asset is acquired in
a non-exchange transaction for nil or nominal consideration and the fair value of
the asset can be reliably established, a contra transaction is recorded as receipt
and as a payment. A fixed asset register is maintained by each public entity and a
summary provided for purposes of consolidation. This summary is disclosed as an

annexure to the consolidated financial statements.



Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023
Significant Accounting Policies (continued)
f) In-kind donations
In-kind contributions are donations that are made to the Project in the form of
actual goods and/or services rather than in money or cash terms. These donations
may include vehicles, equipment or personnel services. Where the financial value
received for in-kind contributions can be reliably determined, the Project includes
such value in the statement of receipts and payments both as receipts and as
payments in equal and opposite amounts; otherwise, the contribution is not
recorded.
g) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term
deposits on call and highly liquid investments with an original maturity of three
months or less, which are readily convertible to known amounts of cash and are
subject to insignificant risk of changes in value. Bank account balances include
amounts held at the Central Bank of Kenya and at various commercial banks at
the end of the financial year. For the purposes of these financial statements, cash
and cash equivalents also include short term cash imprests and advances to
authorised public officers and/or institutions which were not surrendered or
accounted for at the end of the financial year.
h) Restriction on cash
Restricted cash represents amounts that are limited/restricted from being used to
settle a liability for at least twelve months after the reporting period. This cash is
limited for direct use as required by stipulation. Amounts maintained in deposit
bank accounts are restricted for use in refunding third part deposits.
i) Imprests and Advances
For the purposes of these financial statements, imprests and advances to
authorised public officers and/or institutions which were not surrendered or
accounted for at the end of the financial year is treated as receivables. This is in
recognition of the government practice where the imprest payments are

recognized as payments when fully accounted for by the imprest or AIE holders.
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Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023
This is an enhancement to the cash accounting policy. Other accounts receivables
are disclosed in the financial statements.

Significant Accounting Policies (Continued)

b)) Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised
because:

i) It is not probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation; or

i) The amount of the obligation cannot be measured with sufficient
reliability.

Some of contingent liabilities may arise from: litigation in progress, guarantees,

indemnities. Letters of comfort/ support, insurance, Public Private Partnerships,

The Entity does not recognize a contingent liability but discloses details of any

contingencies in the notes to the financial statements unless the possibility of an

outflow of resources embodying economic benefits or service potential is remote.

k) Contingent Assets

National Drought Management Authority does not recognize a contingent asset,
but discloses details of a possible asset whose existence is contingent on the
occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of National Drought Management Authority in the notes to the
financial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has
become virtually certain that an inflow of economic benefits or service potential

will arise and the asset’s value can be measured reliably, the asset and the related



*  Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023
revenue are recognized in the financial statements of the period in which the
change occurs.

Significant Accounting Policies (Continued)
1) Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year arising
from contracted goods or services during the year or in past years. As pending
bills do not involve the payment of cash in the reporting period, they recorded as
‘memorandum’ or ‘off-balance’ When the pending bills are finally settled, such
payments are included in the statement of receipts and payments in the year in
which the payments are made.
m) Budget
The budget is developed on a comparable accounting basis (cash basis), the same
accounts classification basis (except for accounts receivable - outstanding imprest
and clearance accounts and accounts payable - deposits, which are accounted for
on an accrual basis), and for the same period as the financial statements. The
Project’'s budget was approved as required by Law and National Treasury
Regulations, as well as by the participating development partners, as detailed in
the Government of Kenya Budget Printed Estimates for the year. The
Development Projects are budgeted for under the MDAs but receive budgeted
funds as transfers and account for them separately. These transfers are
recognised as inter-entity transfers and are eliminated upon consolidation. A high-
level assessment of the Project’s actual performance against the comparable
budget for the financial year/period under review has been /included in an annex
to these financial statements.
n) Third party payments
Included in the receipts and payments, are payments made on its behalf by to
third parties in form of loans and grants. These payments do not constitute cash
receipts and payments.
and are disclosed in the payment to third parties’ column in the statement of

receipts and payments.
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Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023
Significant Accounting Policies (Continued)
0) Exchange rate differences
The accounting records are maintained in the functional currency of the primary
economic environment in which the Project operates (Kenya Shillings).
Transactions in foreign currencies during the year/period are converted into the
functional currency using the exchange rates prevailing at the dates of the
transactions. Any foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in
the statements of receipts and payments.
p) Comparative figures
Where necessary comparative figures for the previous financial year/period have
been amended or reconfigured to conform to the required changes in financial
statement presentation.
q) Subsequent events
There have been no events subsequent to the financial year/period end with a

significant impact on the financial statements for the year ended June 30, 2023.
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Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023

12. Notes to the Financial Statements

1. Transfers from Government entities

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

Counterpart funding
through Ministry of East
African Community (EAC),
the ASALs and Regional
Development

Counterpart funds Quarter 1

1,270,325,000

1,587,025,000

6,635,875,000

Counterpart funds Quarter 2

1,025,025,000

2,050,050,000

Counterpart funds Quarter 3

1,314,900,000

Counterpart funds Quarter 4

3,810,975,000

2,050,050,000

8,787,675,000

Total (See Annex 3)

5,081,300,000

4,662,100,000

18,788,500,00!

14



Sl

€08'61Z'06€

00T‘TS8'T6T

16£'£0S'ZT

T64'£0S'ZPVT

0SS'STT’'T

jejoL

€08'6TZ'06€

00T'TS8'T6T

T6S'TET'vL

16S°2€2'vL

085'SSS

£202/¥0/87

00Z's£2’'89

002'S£T'89

000095

£202/20/v1

4dI
-jueg PHOM

(suoneziuebip
|euoneutanuy)
siouo(
[e4a3e1l N
W0 PaAIRIDY
sjueln

:MOJ2q 3]|qe)} Y3 Ul PajIeIsp Se SIouop wodj sjuelb paai@dal am ‘£z0z aung gg 03 pouad |enueuly ayy buling

sjuess ub1a404 pue dI3SAWOQ WOI4 SPAad0d  °T

(panunuo)) sjuawajels jeueuly ayj 03 S910N

£207 ‘0§ 2uny papua apad [p1ouvuif 2y 40f S}uwWdIVIS [P1OUDULY pUp s0day

p22l04g uoisnpouy dnuuouodsy pun |p1>0g pAuay



91

0S'86V'9VT'TIT | 66V'96E'EL - - - ) - jejoL

0S'86V'9bT'TTT 661'96£'€/L . - = = . Ipal) vAai-yueg plHoMm
(suoneziuebiQ

|euoneulalur) siouoq
|e423e|1}N|Al WOJ) POAIDIAL SUROT

!MO|[3q 3|qe3 ay) ul pajie3ap se Ainseal] |euoneN auy)
Aq pa3enobau sueoj Jo wuoy ul sisuped JuswdojpAsp woly Bulpuny paAIsdal am ‘£Z0z dung O 03 pouiad [epueuly ayy bulng

siauped JuawidojaAaqg jeusax3 wo ueo] '€

(penunuo)) sjusawaje)s jeueul4 3y} 03 SOION
£207 ‘0§ aunp papua 1pad [p1ouvuif ayp 40f SuawaInis [p1OUDULY pup spioday
122[04g uoisniouy dS1u0u0I7 pup [p120§ PAUIY



® @ ® & ° e ® ® ®
Ll

OTS'ZTIE'SLT | 69Y'SST’'S | S6°S68'CH6 | 98V'9EV'T | £80'9/L'S |ejol
T6S'TY8'20T | 000‘00S'SHT - : . . (112) s1disaay 1810
OTS'/TI8'6Z | 69Y'SST'8 | S6'G68'Zh6 | 98V'9SH'T | /80°9/L'S Stiniisid yueg

sys) sys sys) sys) sys)| SYs)

11a3¥D INVID —

Sys) sys) Sys) val aiia

s1d19034 SNOdUE|IISIN b

(panunuo)) sjuswajels |epueui4 3y} 03 S910N
£20Z ‘0§ 2unyp papua avad [p1ouvuif a2y 40f Spuawanis [p1OUDUL] pup sp10day
122[04g uoisnpUy d11U0UOITT pup [p120S PAUIY



81

£80'080°vE8| SLT'666'SET | S6'T8S'ZET . 9ZL'Lyy'9E | 69L'VET'96 |ej01
1 1 1 1 1 1 1 1 1 Aa_ju.m\_muv
Tv5'697 41 15£'960'% 9L0°LTL'E = T09'LET'E bLY'6.S syuawAed [puuosiad JaUI0
Hz i ' " 2 : sawayds AJ1undas
088'86/'T 00b'€T2 08Z'vLS - 00b'9€ 088LES E120s [2UONEU Alos|nduwod
/ 1 1 1 . 1 1 1 1 1 mwm>o_QEw
999'TT8L18 | €T¥'689°TET | 6ET'16C'STT - SeL'eLTiee | vIY'L10°S6 Areiodwa Jo saBem Jiseg
sys) Sys) Ssys) SUsH SUs) sys)
11034 -
var | INV¥9 a1da b [o]>

sa9Aojdwi3z 03 uonesuadwo)y g

(penunuo)) syjuawalels jeueul4 3y} 03 SOI0N
€207 ‘0§ 2unp papua avad [prouvuif 2y 40f Spuawavis [P12UPULY pUp Sp10day
paloaq uoisnjouy d1uouod5y pup [p1o0s pAuay



e ® ® & @ (] ® @
61

[ P$SZ°¢eC988 | [ 6ZV'EEOET | |ejol
- - v8Y 6pI1°1 - = vy 6vI1°1 Juruea[d pue Arejrues
vy 6Pl = 1T1°Z8L L = - 1TI°T8LL sarmpuadxy JuswWssassy
1TI°T8LL - 010°+26 SL'89L°6ST | SL'89L°6ST €LY YOV sasuadxy SuISILIDAPY
00°€90°86¢ = £90°86¢ - . €90°86€ 93e1S0(
00 1¥8°779°C SO'0EECI6T 0S1°80€°¢ i . 0S1°80€°€ sanImN
YLSYYTT 1¥8°TT9°C - 00°$96°S9¢°C 9.8°96T $150)) Aduejnsuo))
- 00°006°LTT’1 00S°CI = . 00S°CI 1pwdmba 351430 Jo ddurUIUIRW
SOYPL16V'S - vLSYYTT . = vLSYYTT s1oindwod Jo ddurudUIRIN
00'706°1€L°E 1 OV 1L6°9€0°E 01ZTEH 1 - - 01T TEN T < Suppng jo ngwmmm
00°0€L9¥S bS 00°8Lt°€60°L v1LTS991 = = v1L°TS991 sjuedLIqN[ pue [N |
LS TOT0S6°LET LS’ LSL Y0P 801 9SLYI1ST o = 9SLVIST pue sonddns 201330 wmﬁw
00'70€°799°8L 00°$£0°966°ST €E0°E86°SI . - €E0°€86°ST $1S09 UOTBIIUNWIWO))
00'¥TL'819°S9 00'8€9°L1S01 TEEOPT ST = 00°00€°LT TE0CITSI S[OIYIA I0JOJA JO QOUBUIUIRIA
SEIT19°0€ SO'SEITI90E - = - : syuowiAed Sunesado YO
00°'8TLYLL 6VY 00°0S€°€S6°9S TSTROE91T = - TST'ROE'9IT | SIOIAISS pue S[eLIdIBW PazI[e10adS
09'879°SPI1°€TI 09°TTE€989°0¢ 8S0°€LY0E - 00'9TI°L06'T | TE€6°S9S 8T $1S00 douBINSU]
00°St1°7€6°9S 00'1€6°L68 V1 ¢86°LE89 | 00°001°T6CT| 000880bC S00°SOE Y sa01A19s pue sarddns Ajiendsoy
08°99Z°S80°FS 1 08° LS 61ELY vL8 TP TY | 00°008°T08°T | 00°LTH8EI8E | L¥9°1TST sjuowAed Sururer],
SUILTLST'S S6089° 1¥6°C 065 S1EY - 06S°S1E Y sjasse paonpoud jo s[ejudy
Y6 TSL Y6 1EL S1°99L°TE€9°EHT LETTOL'YL | 00°018°8LT6 | 00°E6ETOLE | ¥E0TIS 19 9OUDISISQNS PUB [DARI} dISIWO(]

Sysy sys) sys) sys) sysy sys)

SAJIAI9S pue SpPooo jJo aseydind ‘9

(panunuo)) syuawajels |eueuly ayj 03 S910N

€202 ‘0§ 2uny papua apad [p1ouvuif 2y} 40f SJUWIIS [P1OUDULY pup SLioday
122044 uoisniOUL S11U0UOITT pup [p120g PAUIY



0¢

TZ9'TvY'L | 952'666'T 988'IST'V | S6E'E0T | £LSL'T0E | €££'S9’E jelol
. - €vT'(88'C | bEV'THT 086'/1C 628°LTS'T SwniWald uo asuadxa xe|
29T, :
95/'666'T €P9'b9Z'T | 196'19 LLL'8 b06'LTT'T

sabiey) yueg

S1S0D ADURUL £
(Penunuo)) sjuswajess |eueuly Y3 03 S9I0N

£20C ‘0§ aunf papua avad (prounuif 2y 10f s;uawaIvig [P12UDULY puD Sp10day
12[04g uorsnpouy S1uou0s5y pun 120§ pAuay



@ 8 @ & @ ® E ®
Ic
799'955'ZHT €0S'T0E'00T | 799'87S'6CT | 799'86%'0S 000'0€0°6Z | - jejol
- 799'86%'0S 799'86H'0S B - juswdinb3 |1 Jo aseydind
9ET'bbs'as i i i ] juswdinba |essuan Q
209'9557b7 24M)iuiny 21440 JO aseyding
L10°0TE"T - - - - sBuIP|INg JO JUBLIYSIGINSDY
0SE'8¥H'0F | 00005062 |- 000'0€0'6, | - SPIYIA J0I0W JO 3SeYDINg
sys) sysy sysy "Sys)| "SYs)

S}3SSY |edueuUl{-UON JO uonisinboy 'g

(panunuo)) sjusawajels jeueuld 3Yy3 03 S9I0N

£20Z ‘0§ aunyp papua apad [p1ouvulf 2y} 40 SJUwWIDIS IP12UDULY pup sioday
12[04g uoisnouy d10U0Ig pup [p120S PAUIY



. * Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

9. Other Grants, Transfers and Payments

Kshs Kshs Kshs Kshs Kshs
Regular
Cash 3,790,332,768 - - 3,790,332,76  3,216,012,600
Transfers 10,023,246,236
Scale ups 654,107,763 - E 654,107,763 910,096,618
Total 4,444,440,531 - - | 4,444,440,531 | 4,126,109,218 | 10,023,246,236

Note: Regular Cash Transfer are payments made to beneficiaries on bi-monthly basis while

scale up payment are made to beneficiaries during severe drought emergencies who dont

form part of the regular cash transfer.

Notes to the Financial Statements (Continued)
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Kenya Social and Economic Inclusion Project .
Reports and Financial Statements for the financial year ended June 30, 2023 .

10. Cash And Cash equivalents

Bank accounts (Note 11) 243,440,053 167,160,657

Total 243,440,053 167,160,657

The project operates 11 commercial bank accounts, 8 within the project implementation area
and 3 at head office as listed below. The project also has 2 foreign currency designated
accounts at CBK operated by the National Treasury:

10A. Bank Accounts

Project Bank Accounts

NCBA A/c N02144470116.- KSEIP- HSNP 221,802,852 41,400,871
NCBA A/c N0.2144470032.- IPF Loan 2.319,848 65,712,488
NCBA A/c No 2144470121.- IPF Grant 18,240,049 23,375,717
KCB A/c No KSEIP GOK FUNDS TANA RIVER 78,637 5,654,953
KCB A/c No 1276016697 KSEIP GOK FUNDS GARISSA 33,316 2,567,724
KCB A/c No 1276010761 KSEIP GOK FUNDS SAMBURU 62,637.80 10,949,792
Egglé\/lcsfl\x&éz76382146 NATIONAL DROUGHT MGT AUTH 4,926 4,327,113
5(;\% sAA/\% INTo 1265642877 KSEIP-HSNP3 GOK FUNDS 56,566 2,323,606
\IijA?J IAR/c No 1265356467 KSEIP-HSNP 3-GOK FUNDS 223,897 3,202,410
m& /D\/Ec Rxo 1265234094 KSEIP-HSNP 3 GOK FUNDS 157 660,172
$ﬁi Q(ﬁ on 1265353840 KSEIP-HSNP 3-GOK FUNDS 69,123 6,985,810
Assessment County Balances 38,847 B
Total bank account balances 242,965,559 167,160,657

Notes to the Financial Statements (Continued)
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« Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023

Special Deposit Accounts

The balances in the Project’s Special Deposit Account(s) as at 30™ June 2023 are not included
in the Statement of Financial Assets since they are below the line items and are yet to be

drawn into the Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of
funds that were voted in the year. These funds have been reported as loans/grants received in
the year under the Statement of Receipts and Payments.

Special Deposit Accounts Movement Schedule

(i) IDA LOAN CREDIT [A/c No. 1000411333]

& Payments)

Opening balance ) 585,000
Total amount deposited in the account . )
Total amount withdrawn (as per Statement of Receipts B 585,000

Closing balance (as per SDA bank account
reconciliation attached)

(ii) IDA GRANT [A/c No. 1000411368]

Opening balance (as per the SDA reconciliation)

reconciliation attached)

Total amount deposited in the account 1,500,000 )
Total amount withdrawn (as per Statement of Receipts .
1,115,550
& Payments)
Closing balance (as per SDA bank account e
g (asp 384,450

(The Special Deposit Accounts reconciliation statements have been attached as Appendix 6

support these closing balance.
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Kenya Social and Economic Inclusion Project .
Reports and Financial Statements for the financial year ended June 30, 2023

Notes to the Financial Statements (Continued)

11. Fund Balance Brought Forward

Bank accounts 167,160,657 350,740,087

Total 167,160,657 350,740,087

25



Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023

Other Important Disclosures

1. External Assistance

There was no any external assistance handed to the project for the financial year 2022-

2023.
2. Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis

IPSAS. The comprise of related parties to the Project

i) Key management personnel including the program director/manager

i) The implementing entity/ministry/ department

iii) Other Ministries and Departments.

iv) The National Treasury

Related party transactions:

Compensation to Key Management

Compensation to the program manager/ director 8,304,000 8,304,000
Communication Specialist 5,538,000 5,538,000
Audit Specialist 3,638,400 3,638,400
Monitoring & Evaluation Specialist 4,747,200 4,747,200
MIS Specialist 6,288,000 6,288,000
Payment Specialist 3,144,000 6,288,000
Project Accountant 1,423,800 2,847,600
Total Compensation to Key Management 33,083,400 37,651,200
Transfers to related parties

Transfers to other government entities - -

Total Transfers to related parties & &
Transfers from related parties

Transfers from the Ministry/ department 5,223,807,791 4,927,347,599
Total Transfers from related parties 5,223,807,791 | 4,927,347,599
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Kenya Social and Economic Inclusion Project

Reports and Financial Statements for the financial year ended June 30, 2023

13. Annexes

Annex 1: Prior Year Auditor-General’s Recommendations

Unsupported Missing
_ Awaiting
NDMA/KSEIP/2021- | Expenditure on documents
resolution
2022(2) purchase of goods provided to the
) _ by PIC
and services auditors
Multiple cash transfers | The project has | Awaiting
e resolution
to beneficiaries developed a by PIC
single registry to
avoid such
incidences
Unsupported Supporting Awaiting
payments to documents resollition
y by PIC
disbursement service provided. The
providers contract
agreement is
normally filed by
the procurement
department.
Delayed payments to | This was due to| Awaiting
beneficiaries exchequer releases iEsolution
by PIC

and has been
taken up by the
management  for

future payments
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Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023

Irregularities in the The management | Awaiting
resolution
by PIC

registration of conducted a re-
beneficiaries registration
exercise to resolve
this

Unapproved The Authority | Awaiting
resolution
by PIC

Reallocation of Funds |undertook
austerity measures
to reduce on
operational
expenses to make
savings that would
be channeled to
pay for emergency
households.  The
re-allocation is
usually re-
submitted to
NDMA board for
approval.

LY | L

Saiya ‘/ embara

Project Coordinator

Hared Hassan
Chief Executive Officer
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Kenya Social and Economic Inclusion Project
Reports and Financial Statements for the financial year ended June 30, 2023
Annex 2: Variance explanations - Comparative Budget and Actual amounts for FY 2022-2023

a b c=a-b d=b/a %
Receipts Kshs Kshs Kshs
Clantiomiextenma) Delay on disbursements
development partners 192,000,000

b 142,507,791 49,492,209 78.60% by the NT

(World Bank & DFID) ; 4
Loan from external - ik
development partners 59,700,000.00 - -59,700,000 0.00% | -~ on,\ %m:_ﬂmamsm
(World Bank)
Government of Kenya 5,081,300,000 5,081,300,000 - 100.00% -

; Due to late receipt of
Miscellaneous 10,000,000 8,155,469 1,844,531 81.55% | funds premiums eared
receipts for the year reduced
Total Receipts 5,332,300,000 5,231,963,260 100,336,740 98.12%

Payments
Compensation of 133,000,000 132,582,495 417,505 99.69% ,
employees
Purchase of Goods and Made payments for
Services purchase of
B procurement made in
405,000,000 445,454,784 40,454,784 109.99% previous year using
balances brought
forward
Finance costs 4,200,000 4,151,886 48,114 98.85% -
Acquisition of non- Made payments for
francial assats 100,000,000 129,528,662 -29,528,662 129.53% |  purchase of assets
made in previous year
Other grants and 4,620,800,000.00 4,444,440,531 176,359,469 96.18% :
transfers
Total —um<3m:ﬁm 5,263,000,000 5,156,158,358 106,841,642 97.97%
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Xxx Project (Project Name)
Annual Report and Financial Statements for the financial year ended June 30, 2023

-

Annex 9: Other Support Documents
i. Bank Reconciliations statement as at 30™ June 2023
ii. Board of Survey Report

iii. Special Deposit Account(s) reconciliation statement(s)
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