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[.  KEY CONSTITUENCY INFORMATION AND MANAGEMENT

(a) Baclground information

The National Government Constituencies Development Fund (NG-CDF) (hereafter referred to as
the Fund) formerly Constituencies Development Fund (CDF), is a fund established in 2003 through
an Act of Purliament, the Constituencies Development Fund Act, 2003. The Act was later reviewed
through the enactment of the CDF (Amenchuent) Act 2007, and repealed through CDF Act, 2013.
The latter was subsequently succeeded by the current NG~-CDF Act, 2015. At cabinet level, NG-CDF
iv represen.ec by the Cabinet Secretary for Devolution, who is responsible for the general policy
and strategic direction of the Fund.

Iiandate
The mandaie of the Fund as derived from sec (3) of NG-CDF Act, 2015 is to:

a) Recognize the constituency as a platform  for identification, performance and
implementation of national government functions;

b) Facilifate the performance and implementation of national government functions in all parts
of the Republic pursuant to Article 6(3) of the Constitution;

¢) Provide for the participation of the people in the determination and implementation of
identitied national government development projects at the constituency level pursuant to
Article 10(2)(a) of the Constitution; v

d) Promote the national values of human dignity, equity, social justice, inclusiveness, equality,
huiman rights, non-discrimination and protection of the marginalized pursuant to Article 10
(2) (1) of the Constitution;

e) Provide for the sustainable developruent of all parts of the Republic pursuant to Article 10
(2) h) of the Constitution;

f) Provide a legislative and policy framework pursuant to Article 21 (2) of the Constitution for
the progressive realization of the economic and social rights guaranteed under Article 43 of
the Constitution;

g) Provide mechanisms for the National Assembly to deliberate on and resolve issues of
conwern to the people us provided for under Article 95 (2) of the Constitution;

h) provide for a public finance system that promotes an equitable society and in particular
expenditure that promotes equitable development of the country by making special
provisions for marginalized groups and areas pursuant to Article 201 (b) (iii) of the
Constitution;

1) Auihorize withdrawal of money from the Consolidated Fund as provided ' under Article 206
(2) (<) of the Constituiion;

J) Provide mechanismis for the National Assembly to facilitate the involvement of the people in

the identification and implementation of projects for funding by the national government at

the counstituency level; and

k) Provide for mechanisins for supplenienting infrastructure development at the constituency
level in matters falling within the functions of the national government at that level in
accordance with the Constitution

Vision
Equitable Socio-economic development countrywide

Iviission
To provide ‘cadership and policy direction for effective and efficient management of the Fund
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Core Valucs

1.
Z;

Patriolism — we uphold the national pride of all Kenyans through our work

Pariicipation of the people- We involve citizens in making decisions about programmes we
fu
Tiniziiness — we adhere to prompt delivery of service

Gout governance — we uphold high standards of transparency, accountability, equity,
Inclusiveness and integrily in the sevvice of the people

‘ainable developiment — we proumote development activities that meet the needs of the
present without compromising the ability of future generations to meet their own needs.

(b) Key Iianagement

(©)

The wiachakos Town Constituency’s day to day management is under the following key
org:iis:

i National Government Constituencies Development Fund Board (NG-CDFB)
i National Government Constituency Development Fund Committee (NG-CDFC)

Fiduciary Management

The ey management personnel who held oftice during the financial year ended 30th June

2015 and who had divect fiduciary vesponsibility were:
No Designation Name
1. Accounting Officer Yusuf Mbuno
2. A.LE holder Kenneth M. Amanya
5 Sub-County Accountant Elias M. Kimani
4. Chatrmian NG-CDFC Sylvester M. Mumo
B. Member NG-CDFC Jacinta K. Mulwa

(d) Fiduciary Oversight Arrangements

The Audit aud Risk Managenient Commitiee (ARMC) of NG-CDF Board provide overall fiduciary

C

1
L

Committee ror action. Any nuatter:

C

wversight o1t the activities of NG-CDF Machakos Town Constituency. The reports and

commenistion of ARMC when adopted by the NG-CDF Board are forwarded to the Constituency

5 that requive policy guidance are forwarded by the Board to the

“abinet Secretury and National Assembly Select Committee.

(e) NG-CDF Machakos Town Constituency Headquarters

P.O. Box 2521-90100
Elice Centre Building
Ma:tuikos Town,
KENYA.

o
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() NG-CDF Machakos Town Constituency Contacts

Telephione: (254) 0723592770
il edfmachakostown@ngedf.qo ke
Herwwwangedfniachiakostown.go. ke

(@) NG-CDF Machakos Town Constituency Bankers

Equity Bank
P.O. Box 2453-90100
Macluikos,

(h) Incependent Auditors

Audiior General

Office of the Auditor Ceneral
Anuiversary Towers, University Way
P.Cohon 30084

GPe - 00100

Nairobi, Kenya

(1) Princival Legal Adviscr

he rttorney General
tate Law Office

ibee Avenue
P.O. dox 40112

City Sguare - 00200
Naironi, Kenya
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wncial year 2017/2018 which represents a true record of the activities undertaken within

vement for NG-CDI'C Machakos town constituency was being able to utilise pending
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the previous financial year ending 30" June 2017 plus balances of the previous

ending 30" June 2016 within a short period of time. This was as a result of proper
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= have been emerging issues alfecting project implementation namely:
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Issues.

. challenges.

tsbursement of funds,

vproval of reallozaiions.

proval of project proposals.

'ts of fund account managers.

rd in tackling these mentioned challenges is by giving a standard guideline on amounts

- for specific projects to avoid having ongoing projects for more than two financial

’

UDF Board should reduce the rate of staff turnovers in Constituencies i.e F.A.M
ty disbursement of upproved funds and reallocation is also paramount for better

Machakos Town is happy with the fund and would like to thank the Board for its

,

MAN NG-CDF COMMITTEE
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A Sub-County Accountant
Name: Lucy NMACE
CPAK Member Number
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
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REPORT OF THE AUDITOR-GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND - MACHAKOS TOWN CONSTITUENCY
FOR THE YEAR ENDED 30 JUNE, 2018

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

| have audited the accompanying financial statements of National Government
Constituencies Development Fund - Machakos Town Constituency set out on pages
7 to 46, which comprise the statement of assets as at 30 June, 2018, and the statement
of receipts and payments, statement of cash flows and summary statement of
appropriation: recurrent and development combined 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of National Government Constituencies Development Fund - Machakos
Town Constituency as at 30 June, 2018, and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standard (Cash Basis) and do not comply with the Public Finance Management Act,
2012 and the National Government Constituencies Development Fund Act, 2015.

Basis for Adverse Opinion

1. Presentation and Disclosures of the Financial Statements

The financial statements presented for audit did not comprise pages 11 to 23, of the
financial statements. Further, Note 15.3 (Annex 3) on unutilized balance had not been
filled.

Consequently, the financial statements were not presented in accordance with the
presentation guidelines issued by the Public Sector Accounting Standards Board.

2. Inaccuracies in the Financial Statements

The financial statements presented for audit review contained the following errors;

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018



vi.

Vii.

viii.

. Similarly,

The statement of receipts and payments reflects a figure of Kshs.68,753,447 as total
receipts while the summary statement of appropriation indicates Kshs.69,492,616 as
actual receipts on comparable basis. The difference of Kshs.739,169 has not been
explained.

reflects payments of
appropriation shows
The variance of

the statement of receipts and payment
Kshs.68,753,447 while the summary statement of
Kshs.67,621,793 actual payments on comparable basis.
Kshs.1,431,654 has not been explained.

Use of goods and services figure in the statement of receipts and payments is
Kshs.5,911,735 while the summary statement of appropriation is Kshs.1,203,844
resulting to an unexplained difference of Kshs.4,707,851.

Other payments figure in the statement of receipts and payments is Kshs. Nil while
the summary statement is Kshs.5,819,600. The difference of Kshs.5,819, 600 has not
been explained.

The change from the original budget of Kshs.86,810,345 to Kshs.129,877,100 of
Kshs.43,805,924 reflected in the summary statement of appropriation has not been
explained as to whether it is due to reallocation within the budget, or other causes as
required by IPSAS 1.9.23.

The Authority to Incur Expenditure (A.l.LE) and projects which were supposed to be
funded by the increased allocation of Kshs.43,805,924 in the original budget have not
been provided.

The budget utilization difference between final budget and actual on comparable basis
and percentage difference for other payments are not indicated. There are variances
between final budget figures as per the financial statements and figures re-casted
across in original and adjusted budget figures.

Recasting of the figures in the summary of fixed assets register showed the following
variances:

Summary of Re-casted
FAR Figure Figure Variance
Asset Class (Kshs.) (Kshs.) (Kshs.)
Building and Structures 13,529,163 19,291,635 5,762,472
Total Assets (2017-18) 11,304,192 23,505,332 12,201,140
Total Assets (2016-17) 11,304,192 17,404,702 6,100,510

The fixed asset register to support the summary was not provided.

ix. Note 12 — Retention money shows a comparative figure of Kshs.808,458 while the

statement of assets shows Nil. The anomaly has not been explained.

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
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3. Unsupported Cash and Cash Equivalents Balance

The statement of assets reflects a bank balance of Kshs.2,174,113 as at
30 June, 2018. However, the Board of survey report and bank reconciliations statement
for June, 2018 reflect unpresented cheques amounting to Kshs.3,992,072. The schedule
provided was incomplete, therefore, it was not possible to confirm whether there were
stale cheques.

Consequently, the cash and cash equivalent balance of Kshs.2,174,113, may not be fairly
stated.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of National Government Constituencies
Development Fund - Machakos Town Constituency 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 adverse 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 Matter
Budgetary Performance

The Fund budgeted receipts amount to Kshs.129,877,100 out of which a total of
Kshs.68,753,447 was received resulting to underfunding of Kshs.61,123,653 or 47 %
shortfall. The Fund total estimated expenditure was Kshs.129,877,100 against total actual
expenditure of Kshs.67,258,675 resulting in an under expenditure of Kshs. 62,618,425 or
48 % which is an indication of funds not fully utilized and approved programs not
implemented.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, | confirm that, public resources have not been applied
lawfully and in an effective way.

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
3



Basis for Conclusion
1. Unsatisfactory Project Implementation

1.1 Transfers to Other Government Units

The statement of receipts and payments reflects Kshs.31,440,787 as transfer to other
Government units. Included is Kshs.21,400,000 being transfers to secondary schools for
various projects. A site visit to the projects during the month of January, 2019 revealed
the following:

As indicated in the previous year's report the following projects were in different
percentages of completion as shown below:

e Construction of Kyanguli Memorial Secondary School Library which was about
33 % complete.

e Construction of Baraka S.A. Kavyuni Secondary School Science Laboratory which
was about 70% complete.

e Construction of Mua farm secondary school administration block which was about
70%.

e An amount of Kshs.1,400,000 had been allocated for construction of two classrooms
at lkokani Secondary School and the funds transferred to the Project Management
Committee (PMC) accounts on 07 May, 2018 but the funds had not been utilized at
the time of audit.

1.2 Other Grants and Transfers

The National Government Constituencies Development Fund - Machakos Town
Constituency incurred an amount of Kshs.20,966,700 on other grants and transfers
against a budget of Kshs.38,485,924 to implement various public projects. Verifications
carried out on three (3) projects in which Kshs.3,900,000 was allocated, during the month
of January, 2019 revealed the following:

Allocation
No. | Institution Project (Kshs.) | Status
1. |Kalama Ass. County | Construction of Ass. 2,900,000 |66% complete.
Commissioner County Construction is
Commissioners office on-going
2. |Kiatuni Sec School Renovation of 400,000 |50% complete and
sunken/collapsed construction
toilets on-going
3. |Kaseveni Primary Construction of one 600,000 |70 % complete and
School (1) class room construction is
ongoing

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
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No reason has been provided for non-completion of the projects. Therefore, the
constituents of Machakos Town could not enjoy the benefits of the public resources
allocated to them.

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 are in compliance, 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, because of the significance
of the matters discussed in the Basis for Adverse Opinion section of my report, based on
the audit procedures performed, | confirm that internal controls, risk management and
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 control, 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.

Responsibility 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 such internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

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

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

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
5



activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism 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 control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Fund’s internal control.

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 the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’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

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
6



conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease sustaining
its services.

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

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

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

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

AUDITOR-GENERAL

Nairobi

28 December, 2021

Report of the Auditor-General on National Government Constituencies Development Fund - Machakos Town
Constituency for the year ended 30 June, 2018
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o - - 68,753,447 111,605,514
- ?ie"nf"[?}fe:’f - ] 4 2,090,252 1,512,097
- and services
e B |5 | 591,735 7,869,188

31,440,787

83,217,718

20,966,700

65,660,722

6,100,570 .

7,428,593

748,631

763,256

67,258,675

166,451,574

1,494,772

t
|
|
|
|
|
L

(54,846,061)
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a "\”1'11'1'- . policies and explanatory notes to these tinancial statements form an integral part of the
ancialstaty aents, The NGCDE-dachakos Town Constituency financial statements were approved on

__41_7 y% szd signed by:

Sub-County Accountant
Name: Lucy M CE
ICPAK Member Number: 13648
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STATUMENT OF ASSETS

Note 2017 - 2018 2016 - 2017

Kshs Kshs
INANCIAL ASSETS

asn and Coh Equivalents

ank Balari~us (as per the cash book) 10A 739,169
2,174,113.35 ’
ash Balances (cash at hand) 10B

wuistandin. Imprests
P 11

JTAL FIN . CIAL ASSETS

2,174,113.35 739,169.00
EPRESENTED BY
etention 12.00 1,418,510.00

und balar = bffwd 1st July 2017
Tl ffwd 1st July 2017 13.00 739,169 55,541,558.00

wwnlus/Des ¢t for the vear
plus/De he year 1,494,772 (54,846,060.70)

2”74':113 739)169

iz policies and explanatory notes to these financial statements form an integral part of the
twhstabocents. The NGCDE-Machakos Town Constituency financial statements were approved on
J7/0;;’1 19 and signed by

i A

W« Accour. danager & Sub-County Accountant

me: Name: —uCal YYIRTCC \ 3G
ICPAK Member Number:_ 'O

9
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rded June 30, 2618
AENT OF CASHFLO

arating income

TIN CASE AND CASH

\§ and signed by:

| N

NECONSTUTUENCHES DEVELOPMENT FUND (NGCDFE)
TOWN CONSTITUENCY

: nral Qtatom. . ¢
adndial viave 21 S

2017 - 2018

2016-2017

 fr 11 CDF Board 1 68,753,447 110,663,364.00
er Pecel 3 - 942,150
68,753,447 111,605,514

nens f oo operating expenses

1sat of Employees 4 2,090,252 1,512,097.00
oc - and services 5 5,911,735 7,825,517.00
ste Ciher Government Units 6 31,440,787 83,217,718.00
er oran® and transfers 7 20,966,700 65,660,722.00
i yn S 9 763)256
60,409,474 158,979,310

ntion 14 1,418,510
flc irom operating activities 9,762,483 (47,373,796)

- AOMINVESTING ACTIVITIES

cecds fr o Sale of Assets 2 -
i | A\ssets 9 (6,100,570) (7,428,593)
- fle. - from Investing Activities (6,100,570) (7,428,593)

,,‘ 3,661,913 (54,802,389)
:quivalent at BECINNING of the 3 739,169
o}
” 55,541,558.00
quivaie f the year 2,174,113 )
‘ ' 739,169.00
olicies and explanaiory notes to these financial statements form an integral part of the

O -Machakos Town Constituency financial statements were approved on

g Sub-County Accountant
Name: | U C WlGtel P—
ICPAK Member Number: VA6 &

vianager
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AT 30™ JUNE 2018

|
|

|

Bank | Account Bank Bank
_\ number Balance Balance
L 2017/18 |  2016/17
SIDIAN 01018030000820 9,623.78 NIL
| EQUITY BANK 0600171749582 ¢ 25697.50 |  605,982.50
EQUITY BANK 0600276314378 2,930.00 NIL
| CO-OPERATIVE |
| BANK | 01139549883500 1,562.50 NIL
| CO-OPERATIVE |
| BANK | 01139071152000 1,652.50 NIL
| CO-OPERATIVE |
_ BANK | 01139277861501 1,592.87 NIL
| CO-OPERATIVE |
_ BANK | 01141748998100 16,940.00 NIL
CO-OPERATIVE | L
BANK | 0113974844630 1,018,325.00 NIL
| CO-OPERATIVE |
BANK | 01139550178301 160.00 NIL
CO-OPERATIVE
BANK | 01139277667600 3,000.00 NIL
KB | 1149208082 |  1,234.50 580.00
- KCB | 1183460317 6,620.00 540.00
Licl: e I .
KeB | 1205313443 2,300.00 2,780.00
|
KCB 1225821606 | 198,155.00 435.00
KB 1116946610 2,900.00 |  400,600.00
_FAMILY BANK | 073000033056 |  701,592.20 592.20
FAMILY BANK 073000013816 | 3,002,535.00 | 802,385.00
CFAMILY BANK 073000013473 | 899.80 147.40

4,997,620.65
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* AUDITOR RECOMMENDATIONS

Management comients

Focal Point
person to
resolve the
issue (Narme

- and

designation)

sues raised by the external auditor, and managemeni comments

Ve have nominated focal persons to resolve the various issues as

me frame within whicl we expect the issues to be resolved.
Al L ALLE Ll :

Status:
(Resolved

"/ Not

Resolved)

Timefi
ame:
(Put a
date
when
you
expec.
the
issue
to be
resolv
ed)







