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h) Maintenance costs on builds and stations was under-spent since the fencing design of the Authority’s
Kajiado land was revised.

Other Donor related expenses

a) WEFP funds activities were not executed since the Authority did not receive funds from the Donor
as earlier anticipated.

b) UNDP-IRLL incurred minimal expenditure due to the procurement processes that  took long.

c) TWENDE project low absorption was occasioned by the delay in sensitization process at the County
level as well as the lengthy procurement process of identification of consultants.

d) NDEF adverse variance is a result of the nature of the fund. During the financial year the Authority
concentrated much on the response activities while the recovery and preparedness activities appear
to have been shelved.

e) DCADR under-expenditure was as a result of delay in receipt of the funds and the Authority could
not mobilize for proposals before receipt the funds.

Extra Expenses

a) The favourable variance under KCEP-CRAL was as a result of delay in receipt of the funds and the
Authority could not sign contracts before receipt the funds, these were treated as receivable at the
closure of the financial year 2022/23.

b) The Authority received some funds in respect to drought response and coordination (DCR)
activities but the same could not be fully utilized by end of the year due to logistical issues in relation
to transport/maobilisation.

c) TWENDE-SDL; The Authority was sub-contracted by the State Department of Livestock to
undertake some activities on it's behalf but due to the delay on Community sensitization the same
could not be fully executed.

d) The Authority received additional funds directly from VVFP that was not part of the approved budget
hence the non-expenditure.

Explanation of changes between original and final budget indicating whether the difference is due to
reallocations or other causes. (IPSAS 24.29)
a) Final budget in relation to Revenues was as a result of additional funding during supplementary as

well as the extra incomes that do not form part of the approved budgets.
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b) Final budget in relation to expenses was a result of the Authority utilising part of the surpluses

reported from previous year that was initially approved though funds were released during closure of

the Financial year 2021/2022,
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19.

Notes to the Financial Statements

General Information

National Drought Management Authority is established by and derives its authority and
accountability from NDMA Act 2016. The Entity is wholly owned by the Government of
Kenya and is domiciled in Kenya. The Entity’s principal activity is to exercise overall
coordination over all matters relating to drought management including implementation of

policies and programmes relating to drought management.

Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also requires
management to exercise judgement in the process of applying the Entity's accounting
policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Note
5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Authority. The financial statements have been
prepared in accordance with the PFM Act, the State Corporations Actand International
Public Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.
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MNotes to the Financial Statements (Continued)

i.

3. Adoption of New and Revised Standards
New and amended standards and interpretations in issue effective in the year ended 30

June 2023.

IPSAS : Applicable: 1™ January 2023:
Financial The objective of IPSAS 41 is to establish principles for the financial
Instruments reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an Entity’s
future cash flows.
IPSAS 4| provides users of financial statements with more useful
information than IPSAS 29, by:
* Applying a single classification and measurement model
for financial assets that considers the characteristics of
the asset's cash flows and the objective for which the

asset is held;

* Applying a single forward-looking expected credit loss
model that is applicable to all financial instruments

subject to impairment testing; and

* Applying an improved hedge accounting model that
broadens the hedging arrangements in scope of the
guidance. The model develops a strong link between an
Entity's risk management strategies and the accounting
treatment for instruments held as part of the risk

management strategy.

IPSAS 42: Social Applicable: 1** January 2023
Benefits The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a
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reporting Entity provides in its financial statements about social
benefits. The information provided should help users of the
financial statements and general-purpose financial reports assess:
(a) The nature of such social benefits provided by the Entity.
(b) The key features of the operation of those social benefit
schemes; and
(c) The impact of such social benefits provided on the Entity’s
financial performance, financial position and cash flows.

Amendments to Applicable: |st January 2023:

Other IPSAS a) Amendments to IPSAS 5, to update the guidance related
resulting from to the components of borrowing costs which were
IPSAS 41, Financial inadvertently omitted when IPSAS 4| was issued.

Instruments b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently
omitted when IPSAS 41 was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounting for financial guaranteed contracts which were
inadvertently omitted when IPSAS 4| was issued.

d) Amendments to IPSAS 33, to update the guidance on
classifying financial instruments on initial adoption of
accrual basis IPSAS which were inadvertenty omitted

when IPSAS 4] was issued.

Other Applicable |I* January 2023
improvements to e [PSAS 22 Disclosure of Financial Information about the
IPSAS General Government Sector. Amendments to refer to the
latest System of National Accounts (SNA 2008).
e |PSAS 39: Employee Benefits. Now deletes the term
composite social security benefits as it is no longer defined in
IPSAS.
e [IPSAS 29: Financial instruments: Recognition and

Measurement. Standard no longer included in the 2023
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IPSAS handbook as it is now superseded by IPSAS 41 which is
applicable from I* January 2023.

Notes to the Financial Statements (Continued)
i. ~New and amended standards and interpretations in issue but not yet effective

in the year ended 30 June 2023.

IPSAS 43 Applicable I‘| January 2025

The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that
lessees and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and Cash flows of an Entity.
The new standard requires entities to recognise, measure and present
information on right of use assets and lease liabilities.

IPSAS 44: Applicable 1™ January 2025

Non- The Standard requires,

Current Assets that meet the criteria to be classified as held for sale to be

Assets Held  measured at the lower of carrying amount and fair value less costs to sell

for Sale and  and the depreciation of such assets to cease and:

Discontinued Assets that meet the criteria to be classified as held for sale to be

Operations  presented separately in the statement of financial position and the results
of discontinued operations to be presented separately in the statement

of financial performance.

ii. ~ Early adoption of standards

The Authority did not early — adopt any new or amended standards in the financial

year.
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Notes to the financial statements (continued)
4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions
Fees, taxes and fines
The Entity recognizes revenues from fees, taxes and fines when the event occurs and
the asset recognition criteria are met. To the extent that there is a related condition
attached that would give rise to a liability to repay the amount, deferred income is
recognized instead of revenue. Other non-exchange revenues are recognized when it is
probable that the future economic benefits or service potential associated with the asset

will flow to the Entity and the fair value of the asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are
measured at fair value and recognized on obtaining control of the asset (cash, goods,
services and property) if the transfer is free from conditions and it is probable that the
economic benefits or service potential related to the asset will flow to the Entity and
can be measured reliably. To the extent that there is a related condition attached that
would give rise to a liability to repay the amount, the amount is recorded in the
statement of financial position and realised in the statement of financial performance

over the useful life of the assets that has been acquired using such funds.
ii) Revenue from exchange transactions

Rendering of services

The Entity recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage
of completion is measured by reference to labour hours incurred to date as a percentage
of total estimated labour hours. Where the contract outcome cannot be measured
reliably, revenue is recognized only to the extent that the expenses incurred are

recoverable.
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Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)

b)

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when
the amount of revenue can be measured reliably, and it is probable that the economic

benefits or service potential associated with the transaction will flow to the Entity.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s
net carrying amount. The method applies this yield to the principal outstanding to

determine interest income each period.

Dividends
Dividends or similar distributions must be recognized when the shareholder’s or the

Entity’s right to receive payments is established.

Rental income
Rental income arising from operating leases on investment properties is accounted for on

a straight-line basis over the lease terms and included in revenue.

Budget information

The original budget for FY 2022/2023 was approved by the National Assembly on Sept 01,
2021. Subsequent revisions or additional appropriations were made to the approved
budget in accordance with specific approvals from the appropriate authorities. The
additional appropriations were added to the original budget by the Authority upon

receiving the respective approvals in order to conclude the final budget.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget information (continued)

The Authority's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis using
a classification based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. The amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassified by presentation to be on the same
basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts. In addition to the Basis difference, adjustments to amounts in the
financial statements are also made for differences in the formats and classification schemes
adopted for the presentation of the financial statements and the approved budget. A statement
to reconcile the actual amounts on a comparable basis included in the statement of comparison
of budget and actual amounts and the actuals as per the statement of financial performance has

been presented under budget vs actual statement of these financial statements.

c) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the reporting
date in the area where the Entity operates and generates taxable income. Current income tax
relating to items recognized directly in net assets is recognized in net assets and not in the
statement of financial performance. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation

and establishes provisions where appropriate.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date. Deferred tax liabilities are recognized for all taxable temporary differences,
except in respect of taxable temporary differences associated with investments in controlled
entities, associates and interests in joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences will
not reverse in the foreseeable future. Deferred tax assets are recognized for all deductible
temporary differences, the carry forward of unused tax credits and any unused tax losses.
Deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of unused
tax credits and unused tax losses can be utilized, except in respect of deductible temporary
differences associated with investments in controlled entities, associates and interests in joint
ventures, deferred tax assets are recognized only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed
at each reporting date and are recognized to the extent that it has become probable that future
taxable profits will allow the deferred tax asset to be recovered. Deferred tax assets and liabilities
are measured at the tax rates that are expected to apply in the year when the asset is realized
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the reporting date. Deferred tax relating to items recognized outside surplus or deficit
is recognized outside surplus or deficit. Deferred tax items are recognized in correlation to the
underlying transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets against current income tax liabilities

and the deferred taxes relate to the same taxable Entity and the same taxation authority.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

d)

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from
the taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable.

i) When receivables and payables are stated with the amount of sales tax included
The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at
the time that cost is incurred if the recognition criteria are met and excludes the costs of
day-to-day maintenance of an investment property. Investment property acquired through a
non-exchange transaction is measured at its fair value at the date of acquisition. Subsequent
to initial recognition, investment properties are measured using the cost model and are
depreciated over an year period or investment property is measured at fair value with gains
and losses recognised through surplus or deficit Investment properties are derecognized
either when they have been disposed of or when the investment property is permanently
withdrawn from use and no future economic benefit or service potential is expected from
its disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the surplus or deficit in the period of de-recognition. Transfers are

made to or from investment property only when there is a change in use.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)
e) 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. VWhen significant parts of property, plant and equipment are required to be
replaced at intervals, the Entity 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.
The Authority has a policy of deprecating PPE in the year of purchase and not depreciation

in the year of disposal as stipulated in the NDMA Finance manual

f) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized
at the commencement of the lease at the fair value of the leased property or, if lower, at
the present value of the future minimum lease payments. The Entity also recognizes the
associated lease liability at the inception of the lease. The liability recognized is measured as
the present value of the future minimum lease payments at initial recognition. Subsequent
to initial recognition, lease payments are apportioned between finance charges and reduction
of the lease liability so as to achieve a constant rate of interest on the remaining balance of
the liability. Finance charges are recognized as finance costs in surplus or deficit. An asset
held under a finance lease is depreciated over the useful life of the asset. However, if there
is no reasonable certainty that the Entity will obtain ownership of the asset by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful life of the
asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits

incidental to ownership of the leased item to the Entity. Operating lease payments are

recognized as an operating expense in surplus or deficit on a straight-line basis over the

lease term.

27



National Drought Management Authority
Annual Report and Financial Statements
for the year ended June 30, 2023.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)
g) Intangible assets
Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred. The useful life of the
intangible assets is assessed as either finite or indefinite. Intangible assets with an indefinite

useful life are assessed for impairment at each reporting date.

h) Research and development costs
The Entity expenses research costs as incurred. Development costs on an individual project
are recognized as intangible assets when the Entity can demonstrate:

1)  The technical feasibility of completing the asset so that the asset will be available

for use or sale.

if)  Its intention to complete and its ability to use or sell the asset.

i) How the asset will generate future economic benefits or service potential

iv) The availability of resources to complete the asset.

v)  The ability to measure reliably the expenditure during development.
Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete, and the asset is available for use. It is amortized over the period
of expected future benefit. During the period of development, the asset is tested for
impairment annually with any impairment losses recognized immediately in surplus or

deficit.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

i) Financial instruments

IPSAS 4| addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. The entity does not have any hedge relationships and therefore the new hedge

accounting rules have no impact on the Authority's financial statements
a) Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the entity’s
management model for financial assets and the contractual cash flow characteristics of the
financial asset. A financial asset is measured at amortized cost when the financial asset is held
within a management model whose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal outstanding. A
financial asset is measured at fair value through net assets/ equity if it is held within the
management model whose objective is achieved by both collecting contractual cash flows and
selling financial assets and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal amount
outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it is
measured at amortized cost or fair value through net assets/ equity unless an entity has made

irrevocable election at initial recognition for particular investments in equity instruments.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial
assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that
is subsequently measured at amortized cost and is not part of a hedging relationship is recognized
in profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through net assets/ equity. Movements in the carrying amount are taken
through net assets, except for the recognition of impairment gains or |osses, interest revenue
and foreign exchange gains and losses which are recognized in surplus/deficit. Interest income

from these financial assets is included in finance income using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the year

end,
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/
equity are measured at fair value through surplus or deficit. A business model where the entity
manages financial assets with the objective of realizing cash flows through solely the sale of the

assets would result in a fair value through surplus or deficit model.

b) Financial liabilities
Classification
The entity classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

j) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory
is its fair value at the date of acquisition. Costs incurred in bringing each product to its present
location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity but excluding
borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a
nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost. Net realizable value is the estimated selling price in the ordinary course of operations, less
the estimated costs of completion and 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 of the Entity.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

k) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
or service potential will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation. Where the Entity expects some or all of a provision to be
reimbursed, for example, under an insurance contract, the reimbursement is recoghized as a
separate asset only when the reimbursement is virtually certain. The expense relating to any

provision is presented in the statement of financial performance net of any reimbursement.

) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that meet
the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society as
a whole. The entity recognises a social benefit as an expense for the social benefit scheme at the
same time that it recognises a liability. The liability for the social benefit scheme is measured at
the best estimate of the cost (the social benefit payments) that the entity will incur in fulfilling

the present obligations represented by the liability.

m)  Contingent liabilities
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.

n) Contingent assets

The Entity 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 the Entity 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
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and the related revenue are recognized in the financial statements of the period in which the

change occurs.
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Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)

o) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.

p) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is impractical.

q) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an Entity pays fixed contributions into a
separate Entity (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become
payable. Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit credit
method basis. Deficits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump

sum payments reduce the post-employment benefit obligation

r) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of 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.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

s) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment.
Such borrowing costs are capitalized over the period during which the asset is being acquired or
constructed and borrowings have been incurred. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

t) Related parties

The Entity regards a related party as a person or an Entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa. Members
of key management are regarded as related parties and comprise the directors, the CEO and

senior managers.

u) Service concession arrangements

The Entity analyses all aspects of service concession arrangements that it enters in determining
the appropriate accounting treatment and disclosure requirements. In particular, where a private
party contributes an asset to the arrangement, the Entity recognizes that asset when, and only
when, it controls or regulates the services the operator must provide together with the asset,
to whom it must provide them, and at what price. In the case of assets other than 'whole-of-life’
assets, it controls, through ownership, beneficial entitlement or otherwise — any significant
residual interest in the asset at the end of the arrangement. Any assets so recognized are
measured at their fair value. To the extent that an asset has been recognized, the Entity also

recognizes a corresponding liability, adjusted by a cash consideration paid or received.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

v) 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.

w) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.
x) 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, 2023.
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Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)
5.  Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity'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. State all judgements, estimates and assumptions made:

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 Entity
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 Entity. Such changes are reflected in the assumptions when they occur. [PSAS 1.140
Useful lives and residual value
The useful lives and residual values of assets are assessed using the following indicators to inform
potential future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the Entity.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset
Provisions
Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 23. Provisions
are measured at the management's best estimate of the expenditure required to settle the

obligation at the reporting date and are discounted to present value where the effect is material.
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Notes to the Financial Statements (Continued)

6. Public contributions and donations
6. Public contributions and donations

Description

Receipts from EDE SDRM( AlA)
Receipts from KSEIP HSNPIII-IPF Grant {(Donor )
Receipts from DCADR (AlA)

Receipts from WFP-SFSP( Donor)

Receipts from UNDP-IRRL({ Donor)
Receipts from TWENDE IUCN GCF (Dener)

Total transfers and sponsorships

7. Transfers from other Government Entities
Description
Unconditional grants

Operational grant-Recurrent

Conditional grants-Government Grants

Woerld Food Programme

Kenya Drought Early Warning

EDE- DRMC
EDE-SDRM-GOK
KSEIP- HSNP 1l
NDEF

TWENDE -GOK
EDPRCWI

Total government grants and subsidies
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2022-2023 2021-2022
KShs KShs
336,663,435 447 976,121
142,507,791 73,396,499
356,981,202 -
19,576,087 -

. 97,691,331

- 62,617,764
855,728,515 681,681,715
2022-2023 2021-2022
KShs KShs
629,140,000 662,340,000
629,140,000 662,340,000
31,000,000 35,000,000
30,000,000 30,000,000

< 30,000,000

100,000,000 100,000,000
5,081,300,000 4 100,100,000
263,300,000 200,000,000
50,300,000 55,000,000
295,000,000 -
5,850,900,000 4,550,100,000

6,480,040,000

5,212,440,000
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Notes to the Financial Statements (Continued)
8. Rental revenue from facilities and equipment

Description

Rental income

Total rentals

9 (a) Other incomes

Description

Income from sale of tender
Miscellaneous income

Premiums on bank balances - Gross
Tax on premiums withheld

Total other income

9. (b) Extra incomes

Description

ZEF funds
UNICEF

WEP SFSP
KCEP-CRAL
TWENDE - SDL

DCR

Total Extra incomes

2022-2023 2021-2022
KShs KShs
167,400 477,350
167,400 477,350
2022-2023 2021-2022
KShs KShs
59,770 28,000

447 928 =
28,679,164 72,969,493
(5.081,269) (15,956,266)
24,105,593 57,041,227
2022-2023 2021-2022
KShs KShs

2 6,785,373

- 12,182,590

8,954,240 =
109,624,208 39,609,350
6,182,400 -
25,000,000 .
149,760,848 58,577,313
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Notes to the Financial Statements (Continued)

10. Use of goods and services

Description 2022-2023 2021-2022
KShs KShs
Electricity - Recurrent 2,896,059 3,360,688
Electricity - KSEIP - GOK 1,939,932 1,266,104
Water - Recurrent 286,621 259,770
Water - KSEIP-GOK 627,898 635,818
Contracted Services Security & Cleaning services - 8,558,056 9,430,266
Recurrent
Contracted Services Security & Cleaning services - 1,043,478 661,766
KSEIP-GOK
Subscription to prof. Bodies - Recurrent 801,781 778,564
Subscription and Newspapers - Recurrent 419,446 746,137
Subscription and Newspapers - KSEIP-GOK 102,140 198,031
Subscription and Newspapers - VWFP - 2,476
Subscription and Newspapers - SDRM-GOK 320,550 -
Advertising and Publicity - Recurrent 1,057,751 1,534,785
Advertising and Publicity - KSEIP - 212,115
Advertising and Publicity - SDRM-GOK 807,894 -
Provision for Audit Fees- for 2022/23 - Recurrent 1,160,000 1,160,000
Hospitality and Canference facilities-Recurrent 2,113,717 5,222,861
Hospitality and Conference facilities-KSEIP-GOK 1,475,415 1,394,813
Hospitality and Conference facilities-SDRM-GOK 2,601,847 -
Consumables - Recurrent 2,300,665 7,362,692
Consumables - KSEIP-GOK 2,574,070 3,390,467
Consumables - SDRM-GOK 1,554,412 -
Fuel, oil & Lubricant -SDRM-GOK 13,740,966 13,399,970
Fuel, oil & Lubricant - KSEIP-GOK 14,108,163 5,076,381
Fuel, oil & Lubricant - TWENDE 111,317 -
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Fuel, oil & Lubricant - KCEP CRAL 292,637
Motor vehicle insurance - Recurrent 1,023,802 2,778,379
Motor vehicle insurance - KSEIP-GOK 1,279,752 812,648

Notes to the Financial Statements (Continued)

Motor vehicle insurance - WFP 255,950 <
Postage — Recurrent 365,512 538,690
Postage — KSEIP-GOK 327,049 219,330
Postage SDRM-GOK 25,820 -
Publishing and Printing - Recurrent 287,956 1,079,980
Publishing and Printing - KSEIP-GOK - 28,500
Publishing and Printing - SDRM-GOK 827,041 -
Rental - Recurrent 28,426,134 27,318,011
Rental — KSEIP-GOK 3,171,404 2,902,338
Telecommunication - Recurrent 2,279,134 8,482,951
Telecommunication- KSEIP-GOK 1,609,271 1,358,000
Telecommunication- SDRM-GOK 7,782,464 15,293,810
Training -Recurrent 217,235 -
Training -KSEIP-GOK - 4,062,573
Training ~SDRM-GOK 468,035

Training — Recurrent . 21,672,788
Travel costs ( Domestic) KSEIP-GOK - 27,643,861
Travel costs ( Domestic) - Recurrent - 19,143,164
Travel costs ( Domestic) - SDRM-GOK - 25,999,129
Total Use of Goods and services 109,241,372 215,427,857

Il. Employee Costs

Description 2022-2023 2021-2022

KShs KShs
Salaries and wages - Recurrent 472,987,581 467,512,347
Medical Insurance - Recurrent 59,022,895 46,214,461
Medical Insurance- TWENDE 248,239 -
Medical Insurance — WFP 575,142 937,500
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Medical Insurance -KSEIP-HSNP Il -GOK
Medical Insurance - KSEIP [PF- Grant

Notes to the Financial Statements (Continued)

Group Insurance - Recurrent

Group Insurance -VWFP SFSP

Group Insurance -TWENDE

Group Insurance -KSEIP-HSNP Il -GOK
Group Insurance -KSEP IPF Grant

Employee related costs -Contribution to Pension -
Recurrent

Employee related costs -Contribution to NSSF -
Recurrent

Employee related costs -Contribution to NITA -
Recurrent

Gratuity -WFP

Gratuity -Recurrent

Gratuity -IPF

Gratuity -KSEIP-HSNP Il -GOK

Travel costs { Domestic)KSEIP-HSNP Il -GOK
Travel costs ({ Domestic) - Recurrent

Travel costs ( Domestic) - SDRM-GOK

Employee costs

12. board expenses

Description

Chairman's Honoraria - Recurrent
Directors emoluments (CEO) - Recurrent
Allowances - KSEIP-HSNP |1l -GOK
Allowances - Recurrent

Allowances - SDRM-GOK

Allowances - EDE DRMC

Domestic Travel - Recurrent

Domestic Travel - EDE DRMC
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11,284,328 22,861,741
981,287 1,180,236
6,412,598 2,508,656
109,048 500,000
42,403 -
3,342,421 2,647,368
299,414 1,765,070
58,574,586 57.513,562
2,145,640 892,620
192,350 184,500

s 370,760
3,118,662 4,170,495
- 1,530,342

- 1,634,040
2,940,160 -
484,795 -
15,152,840 -
637,914,390 612,423,697
2022-2023 2021-2022
KShs KShs
960,000 670,000.00

- 4,807,939.65

- 160,000
2,779,431 6,588,113
1,111,473 -
990,998 4,448,732

- 266,000
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Domestic Travel - SDRM-GOK

Training expenses -Recurrent

Notes to the Financial Statements (Continued)
Training expenses -SDRM
Telephone expenses -Recurrent
Telephone expenses -KSEIP-HSNP [l -GOK
Telephone expenses -Recurrent
Telephone expenses -SDRM-GOK
Medical expenses- Recurrent
Medical expenses- SDRM-GOK

Club Membership- Recurrent

Total director emoluments

13. Depreciation and amortization expense

Description

Motor vehicles
Furniture and fittings
Computers

Plant and Equipment

Total depreciation expense

14. Repairs and Maintenance

Description

Property & Buildings -KSEIP-HSNP [l -GOK
Property & Buildings - Recurrent

Property & Buildings - SDRM-GOK

Plant & Equipment - Recurrent

Plant & Equipment - KSEIP-HSNP 1l -GOK
Motor Vehicles - SDRM-GOK
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105,150 2
22,440 1,028,060
16,250
: 549,000
- 260,000

51,000

34,927
s 327,030
327,030 5
465,000 165,000.00
6,863,699 19,269,875
2022-2023 2021-2022
KShs KShs
57,098,695 47,740,794
4,884,243 5,521,995
24,005,301 25,925,491
156,145 160,148
86,144,383 79,348,428
2022-2023 2021-2022
KShs KShs
1,532,960 1,596,443
537,132 1,601,905
2,297,322 a
11,456 1,284,830
123,460 119,500
15,452,919 16,748,884
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Motor Vehicles - KSEIP-GOK

Motor Vehicles - Recurrent

Notes to the Financial Statements (Continued)

Mator Vehicles - KCEP CRAL
Motor Vehicles - TWENDE
Computers - Recurrent
Computers -KSEIP-HSNP Il -GOK
Computers - SDRM-GOK

Total repairs and maintenance

I15. Grants and subsidies / Donor related
expenses
Description

Community development - KRDP EWS (GoK)
Social Benefits - KSEIP-HSNP lll -GOK

Community development - KSEIP-HSNP Il IPF
Grant
Community development - KSEIP-HSNP [I1 IPF loan

Community development - SDRM -GOK
Community development - EDE DRMC ( GoK)
Community development - UNDP IRRL
Community development - VWFP/SFSP-GOK

Community development - EDE SDRM ( donor )
Community development - EDE DRMC ( donor )

Community development - TWENDE
Community development - NDEF
Community development - DCADR Donor

Total grants and subsidies
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10,126,049 10,793,920

. 17,104
98,870 .
243,158 .
1,281,100 1,426,835
100,000 1,687,430
38,000 .
31,842,427 35,276,850
2022-2023 2021-2022
KShs KShs
29,540,664 30,471,991
4,935,864, 14| 4,185,356,817
85,185,234 56,844,664
24,169,963 7,267,525.60
31,013,497 30,511,875
13,002,554 29,751,750
75,690,434 82,995,166.70
26,405,577 31,705,823
553,789,009 625,850,885
- 81,219,273

105,493,603

60,897,360

19,821,386.73

5,960,873,422 5,161,975,770
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Notes to the Financial Statements (Continued)

l6. Finance costs
Description

Recurrent
WFP/SFSP

KRDP GoK
SDRM-GOK
UNDP IRRLC
KCEP CRAL
KSEIP HSNP IlI-GOK
KSEIP IPF GRANT
KSEIP IPF Loan
TWENDE

EDE

NDEF

Total finance costs

17. Extra expenses

Description

ZEF Funds

KCEP CRAL
UNICEF - FUNDS
TWENDE SDL
DCR

Total Extra expenses

2022-2023 2021-2022
KShs KShs
905,223

886,845
69,477

63,799
79,933

192,527
532,649

358,981
23,506

23,050
105,040

53,612
858,686

391,044
57,954

27,146
1,503

61,958
1,353

357,639
6,172

180

118,867
2,641,497

2,535,648
2022-2023 2021-2022
KShs KShs
4,729,900 3,171,784
71,784,030 68,522,367
1,770,803 10,411,786
4,911,654 -
21,252,208 =
104,448,595 82,105,937
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Notes to the Financial Statements (Continued)

18.(a) Gain on Sale of Assets

Description

Motor Vehicles, Including Motorcycles
Office Equipment, Furniture, And Fittings
Computers

Gain on KCT 782Y - Vehicle had an accident in
2022
Total gain on disposal

18 (b)

Proceeds from disposal

Motor vehicle
ICT Equipment

Furniture & Equipment

46

2022-2023 2021-2022
Kshs Kshs
17,516,594 1,065,571
43,450 (2,375)
148,179 6,030
1,613,841 .
19,322,063 1,069,226
2022-2023 2021-2022
Kshs Kshs
28,757,758 2,095,701
205,460
43,450 -
29,006,668 2,095,701
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19. Cash and cash equivalents

Bank

KCB-NDMA 1136140255

NDMA- TWENDE PROJECT -lUCN GCF
214470087

NATIONAL DROUGHT EMERGENCY FUND-

2144470163
NCBA-NDMA 2144470179

UNDP-INTEGRATED RESPONSE AND
RECOV 2144470158
NCBA- WFP-SFSP 2144470142

NCBA- KRDP DCF 2144470074

NCBA- EDE DRMC - SP5- | 144540094
NCBA-EDE DRMC-SP6 | 144540089

NDMA COUNTY BANKS Balances
KCB-EDE-DRMC COUNTY BANKS
EQUITY - KSEIP/HSNP Il 1770278883942
NCBA EDE SDRM | 144540073

NCBA -KSEIP HSNP IIl IPF Grant 2144470121

NCBA - KSEIP -HSNP Ill GOK Funds
2144470116

NCBA -KSEIP HSNP [II IPF IDA CREDIT
2144470032

NCBA - KCEP CRAL 2144470108

NBK DCADR-01570260179100

Total cash and cash equivalents
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2022-2023 2021-2022
KShs KShs
9,914,250 4,840,039
28,726,962 62,649,210
397,761,168 200,139,726
13,287,082 4,900,544
40,276,223 97,748,206
32,229,179 6,878,466
42,981 39,308
453,890 635,380
700,488 681,653
16,730,560 45,548,177
176,851 16,423,164
54,234 340,201
14,178,010 148,255,997
18,240,049 23,363,817
221,186,379 41,422,444
2,265,909 65,712,485
1,688,813 454,187
174,945,632 =
972,858,659 720,033,004
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Notes to the Financial Statements (Continued)

20. Receivables from Exchange Transactions

(Current)
2022-2023 2021-2022
KShs KShs
NDMA -Staff Debtors (Imprest) 122,700 .
Insurance & other prepayments 57,763,306 59,631,670
Bank clearing 58,959,212 1,466,687
Salary advances 353,714 696,541
Inter-account borrowings . 16,954,115
EDE DRMC ( Donor) 38,103,065 9,680,532
EDE - EU Inter-borrowing 198,179,550 35,000,000
ICRAF 23,242,798 .
FAO 688,899 688,899
PS ASAL 332,084,367 59,007,716
PS ASAL- Cral 59,624,208 &
Motor vehicle insurance compensation 4,550,000 =
Total current receivables 773,671,818 183,126,159
21. Inventories
Description 2022-2023 2021-2022
KShs KShs
Consumable stores 4,264,516 3,601,575
4,264,516 3,601,575

Total inventories at the lower of cost and net

realizable value
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Notes to the Financial Statements (Continued)

Description Total Fully Past due Impaired
amount performing

Kshs Kshs Kshs Kshs
As at 30" June 2023
Receivables from non- 773,671,818 773,671,818 - -
exchange transactions
Bank balances 972,871,746 972,871,746 - -
Total 1,746,543,564 1,746,543,564 - -
As at 30 June 2022 -
Receivables from non- 183,126,159 183,126,159 - -
exchange transactions
Bank balances 720,033,004 720,033,004 - -
Total 903,159,163 903,159,163 - -

49



0s

£8E'v¥ 198 S#1'9S1 10€'S00'¥T EVT've8'y 569'860'LS 0 uonepaidsag
I8F'06F'6TT 615798 1ST'1¥9°6v 86¥'STOPI £1T°197°591 0 7707 2unf Y€ Ie sy
STSI¥E = 006 579 000'0%€ 0 sjesodsiq
8TY'8¥E'6L 8F1'091 16+'5T6'ST §66'175'S v6LOVL LY 0 uonepa.idaq
8LS'e8b0S1  1LE°TOP 099°91L°€T 8Z1°705‘8 61¥°098°L1 1 0 1207 2unf g Ie sy
(3uno2>® uonea.dap pajejnwnddy) uonealdag
ST6'T61°S9L  80£°808°9 076'8596Z1  T¥F'660°ES 166°SS9°€6€ v9z'0L6 181 £20T 2unf YI0g 3® SV
709'876'6 | 0 00029 0 209°'19L'61 0 sjesodsig
LES'SKO'STI 0 L58'169'61 086'61+ 000'+E6'%01 0 SUCRIPPY
069°SL0°099  80£°808°9 £90°PEI‘DIl  TIP'6LI'TS £65°€8b°80¢€ p9zT'0L6 181 7707 aun[ y3pg e sy
000'89€"| 0 000°€ 000's 000'09€" | 0 sjesodsiq
6L6T6S'ETI 0 £98'£6L£'09 80T'¥S6'FI 0SE'8¥H'OF BSST6E'L suonippy
11.°0S8°LES  80£°808°9 00Z°6EE 6V pSTOEL'LE EPT'S6E°69T 90L°LLS VLI 120T 2un[ yIpg e sy
ST0°0 £0 STI'0 ST'0 .
Sysy sysy sysy sysy sysy| sysy 350D
je3ol  3udbgzy pue juelq saayndwon mM_.”M_"_..W_M“m S?|21YDA 1030 ”N“_ﬂ__ﬂ”.m_

juswdinba pue jue|d ‘Ayiadoad © ‘7T

(penunuon) syusawajels [eldueUly 33 03 SIJON

"£707 ‘0€ 2unf papua .aeak ay) 10§

SJUAUIdYE)S [edUEUL] pue Jroday [enuuy
LAuoyny JuUdwASeue ] JYSNoA( [BUONEN



IS

8TLvER'6E 896°L90°V9 £207 4224 Y3 Jo pus 3y
v OPT'EETHL suonIppy
BLLYEB'6E 8TL'vE8'6E 7707 4224 ay3 jo Suluuidaq yy
sysy sysy|

720Z-120T £202-2207 350D

S)assy U_Q_MEMH:_ q Tt
850°Z08°6SY  br9°680°9 LBO'TTI9S 10L°681'PE 79t0sr 181 v9T'0L6’18I £2072un( Y3pg IV s
607°S8S0EF  68L'SKT'9 TI8'T6V'09  196'€59'8E 08£TTT ev| v9z‘oL6 181 7T0Z 2un[ Y30¢£ IV sV
- san[eA )oog 39N
L98°06£°S0E  P99°8IL £E8°9ES'EL  1¥L°606°81 679'STTTIT 0 €202 3un[ Y0g I& sy
L66'EVT'0I 0 61£'601 0 8LT'¥E1'0] 0 sfesodsiq

€707 ‘0€ dung papud aeak 3y) 10)

S)uauId)E}S [erduUEUl pue Jroday [enuuy
AJuoyIny JUAWISLURA] JYSN0I(] [BUODEN



National Drought Management Authority
Annual Report and Financial Statements
for the year ended June 30, 2023.

Notes to the Financial Statements (Continued)
Valuation
Land and buildings/ Equipment were valued by Ministry of lands and physical planning professional

valuers from the Government in line with the National Assets and Liabilities Management Policy

and Guidelines (issued 30" June 2020). The assets were revalued on 8" March 2021.

23 .Trade and other payables

Description 2022-2023 2021-2022
KShs KShs
Other payables (EDE-DRMC) 28,986,748 564,215
Refundable deposits on disposal 234,071 5,873,866
Payroll Liabilities 959,985 657,603
NITA 16,050 450
Withholding tax 1,020,864 639,134
Isuzu East Africa 19,430
Accrued Expenses 144,634,350 13,671,451
Audit fees accrued 1,160,000 2,320,000
Insurance compensation-GPI 4,957,600 200,000
10 % Retention 4,268,237 584,459
Inter-account borrowings 16,954,115
Un Honored Cash Transfers 54,234 340,201
EDE - EU Inter borrowing 198,179,550 35,000,000
Total trade and other payables 384,471,688 76,824,924
2022-2023 2021-2022
KShs KShs

}:fhe;:gp:;:gz:): L Current FY % of the Total Comparati:: ﬁi}?c:
Total
Under one year 384,471,688 100% 76,824,924 | 100%

;:r:t:; IR 384,471,688 HRas,
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Refundable Deposits and Prepayments from Customers

Description 2022-2023 2021-2022
KShs KShs

Prepayments 57,763,306 59,631,670
Other deposits i
Total deposits 57,763,306 59,631,670

. - % of
e ey | Comenery | FPU0% | compurste |

FY | Total

Under one year 234071 100% 5,873,866 100%
Total 234,071 5,873,866

Refundable deposit relates to amount deposited in relation to

disposal of assets
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6. Financial Risk Management

The Entity’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currency. The Entity's overall risk management programme focuses on
unpredictability of changes in the business environment and seeks to minimise the potential adverse
effect of such risks on its performance by setting acceptable levels of risk. The Entity does not
hedge any risks and has in place policies to ensure that credit is only extended to customers with
an established credit history. The Entity’s financial risk management objectives and policies are

detailed below:

i) Credit risk

The Entity has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as trade and other receivables and available-for-sale financial investments.
Management assesses the credit quality of each customer, taking into account its financial position,
past experience and other factors. Individual risk limits are set based on internal or external
assessment in accordance with limits set by the directors. The amounts presented in the statement
of financial position are net of allowances for doubtful receivables, estimated by the Entity's
management based on prior experience and their assessment of the current economic

environment.

Financial Risk Management
The carrying amount of financial assets recorded in the financial statements representing the Entity’s
maximum exposure to credit risk without taking account of the value of any collateral obtained is

made up as follows:

Description Toeal Folly et Impaired
amount performing due
As at 30" June 2023 Kshs Kshs Kshs Kshs
0

Receivables from non-exchange transactions 715,908,513  715,908,512.6 0 0
Bank balances 0 0 0
Total 715,908,513 715,908,513 0 0
As at 30 June 2022

Receivables from non-exchange transactions 123,494,489 123,494,489 0 0
Bank balances 0 0
Total 123,494,489 123,494,489 0 0
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The customers under the fully performing category are paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the Entity has recognised in the financial statements is considered adequate to cover
any potentially irrecoverable amounts. The board of directors sets the Entity’s credit policies and
objectives and lays down parameters within which the various aspects of credit risk management

are operated.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Entity's directors, who have
built an appropriate liquidity risk management framework for the management of the Entity’s short,
medium and long-term funding and liquidity management requirements. The Entity manages liquidity
risk through continuous monitoring of forecasts and actual cash flows. The table below represents
cash flows payable by the Entity under non-derivative financial liabilities by their remaining
contractual maturities at the reporting date. The amounts disclosed in the table are the contractual
undiscounted cash flows. Balances due within |2 months equal their carrying balances, as the impact
of discounting is not significant.

Financial Risk Management

iii) Market risk

The Entity has put in place an internal audit function to assist it in assessing the risk faced by the
Entity on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting
and operational controls. Market risk is the risk arising from changes in market prices, such as
interest rate, equity prices and foreign exchange rates which will affect the Entity’s income or the
value of its holding of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Committee. The Entity's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management Committee)
and for the day-to-day implementation of those policies. There has been no change to the Entity's
exposure to market risks or the way it manages and measures the risk.

a) Foreign currency risk
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The Entity has transactional currency exposures. Such exposure arises through purchases of goods
and services that are done in currencies other than the local currency. Invoices denominated in
foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of
payment is done using the prevailing exchange rate. The Entity manages foreign exchange risk form
future commercial transactions and recognised assets and liabilities by projecting for expected sales

proceeds and matching the same with expected payments.

56



National Drought Management Authority
Annual Report and Financial Statements

for the year ended June 30, 2023.

Appendices

Appendix I: Implementation Status of Auditor-General’s Recommendations

The following is the summary of issues raised by the external auditor, and management

comments that were provided to the auditor.

audit issues

services administration
and agriculture (PIC-
SSA) in respect to
prior year audit issues

Reference | Issue / Management Status: Timeframe:
No. on Observations comments (Resolved | (Put a date
the from Auditor ! Not when you
external Resolved) | expect the
audit issue to be
Report resolved)
Property plant The management
and Equipment obtained logbooks
| The Authority has | from NTSA and Resolved None
51 Motor vehicles | available for
without log books | confirmation
The payable in
Long outstanding | question were cleared
2 trade & other during the financial Resolved None
payable year 2022/23 &
2023/24
The management
appeared Before
Public investment
Previous year committee of social
Resolved None

NDMA Chief Executive Officer

Date:
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