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I.  KEY CONSTITUENCY INFORMATION AND MANAGEMENT

(a) Background 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 Parliament, the Constituencies Development Fund Act, 2003. The Act was later reviewed
through the enactment of the CDF (Amendment) Act 2007, and repealed through CDF Act, 2013.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
is represented by the Cabinet Secretary for Devolution, who is responsible for the general policy
and strategic direction of the Fund.

Mandate
The mandate 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) Facilitate 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
identified national government development projects at the constituency level pursuant to
Article 10(2)(a) of the Constitution;

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

e) Provide for the sustainable development of all parts of the Republic pursuant to Article 10
(2) (d) 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; :

&) Provide mechanisms for the National Assembly to deliberate on and resolve issues of concern
to the people as 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;

) Authorize withdrawal of money from the Consolidated Fund as provided ' under Article 206
(2) (o) of the Constitution;

J)  Provide mechanisms 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 constituency level; and

k) Provide for mechanisms for supplementing 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

Mission

To provide leadership and policy direction for effective and efficient management of the Fund
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Core Values
1. Pafriotism — we uphold the national pride of all Kenyans through our work

2. Participation of the people- We involve citizens in making decisions about programmes we

fund
3. Timeliness — we adhere to prompt delivery of service

4. Good governance — we uphold high standards of transparency, accountability, equity,

inclusiveness and integrity in the service of the people

5. Sustainable development — we promote development activities that meet the needs of the

present without compromising the ability of future generations to meet their own needs.

(b) Key Management

The NGCDF MSAMBWENI Constituency day-to~day management is under the following key
organs: .

. National Government Constituencies Development Fund Board (NGCDFB)
ii.  National Government Constituency Development Fund Committee (NGCDFC)

(¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30t June
2020 and who had direct fiduciary responsibility were:

No Designation Name ‘

1. A.LE holder Kenneth M. Amanva
Sub-County . .
Accountant Peter Musila

3. Chairman NG~CDFC Mubhsin A. Kitwana

(d) Fiduciary Oversight Arrangements

The Audit and Risk Management Committee (ARMC) of NGCDF Board provide overall fiduciary
oversight on the activities of NGCDF -MSAMBWENI Constituency. The reports and
recommendation of ARMC when adopted by the NGCDF Board are forwarded to the Constituency
Committee for action. Any matters that require policy guidance are forwarded by the Board to the
Cabinet Secretary and National Assembly Select Committee.

(€) NG-CDF MSAMBWENI Constituency Headquarters

P.O. Bpx 243~ 80400 Ukunda
Msambweni NG-CDF Office,
Likoni/Lunga Lunga Road,
Ukunda, KENYA
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() NGCDF MSAMBWENI Constituency Contacts

Telephone: (254) 0793596980
E-mail: cdfmsambweni@ngcdf.go.ke
Website: www.ngcdf.go.ke

(8) NGCDF MSAMBWENI Constituency Bankers

Cooperative Bank of Kenya
Ukunda Branch

P.O. Box 568-80400
Ukunda, Kenya

(h) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

() Principal Legal Advisor

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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II. FORWARD BY THE CHAIRMAN NGCDF COMMITTEE

I take this opportunity to sincerely pass my gratitude on behalf of NG-CDFC Msambweni to our late
able Member of Parliament Hon. Suleiman Dori who was not only hardworking but also committed
to ensure an improved Msambweni Constituency both in social and economic aspects.

On behalf of the Msambweni NG-CDF Committee members, I wish to put it to your attention that as
a constituency, we adapted and are now implementing our strategic plan 2017/2018 -2022/2023
for effective service delivery to all the constituents.

This strategic plan is a result of continuous community engagement, participation and in depth
consultations overtime which has enabled an accurate environmental scanning, from which the
theme is set. Key themes include education; youth, women and persons with disabilities
empowerment; sanitation and environment improvement; and Security. The objectives are unique
to the Msambweni Constituents and in line with the National Government Constituency
Development Fund Provisions. .

We have ensured that all the stakeholders work as a team to ensure that NG-CDF Msambweni
becomes a success and a force to recon both by the National Government, private sector, NGOs and
all other development collaborators. Our main aim is reducing poverty at grass root level. This will
in turn lead to improved socio-economic development.

Back ground of Msambweni Constituency:

Msambweni Constituency is one of the four constituencies in Kwale county, others being Kinango,
Matuga and Lunga Lunga. Msambweni constituency starts from the Mwachema River at the border
of Matuga Constituency and Diani Beach to the north, and down to Ramisi River at the border of
Lunga Lunga Constituency to the South. The constituency occupies an area of 362.60 square Km. It
boasts of hosting Ukunda, the largest town in Kwale County and the famous Diani beach coastline
south of Mombasa.

Administrative and Political Units:

Msambweni constituency has two divisions; Msambweni division and Diani division. Msambweni
division has only one ward (Ramisi Ward) which has three locations: Msambweni, Kingwede
Shirazi and Mivumoni. On the other hand, Diani Division has three (3) wards: Gombato/ Bongwe,
Ukunda and Kinondo with two locations: Diani location composed of Gombato/ Bongwe and
Ukunda Wards, and Kinondo location.

Disbursements for F/Y 2019/2020

NG-CDF Msambweni has not received funds amounting to Kshs 69,367,724.14 out of the full the
allocation of Kshs 137,367,724.14 from the NG-CDFB BOARD. This is due to unapproved projects
by the Board and has severely affected the absorption rate thus delaying services to the constituents.

Key achievements for Msambweni NG-CDF:

Msambweni NG-CDF has achieved a lot in Education and security sectors whereby new
classrooms have been built, educational infrastructure renovated, provision of Lab equipment and
construction of chiefs’ offices in the security sector.

Emerging Issues:
Unapproved projects for Msambweni constituency have led to non-disbursement of funds by the -
Board. This has severely affected the implementation of projects and thus service delivery to the
people of Msambweni.

The Corona Virus Pandemic has affected the Education sector in terms of Bursaries which had

already been issued.
5
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Implementation challenges and the recommended way forward:

The Board should meet more frequently and the schedule of Board meetings to be shared across the
board for ease of operation.

All meeting agendas should also be shared across the board to work effectively and timely.

The number of bursary applicants is overwhelming and the NG-CDFC is proposing change in the
NG-CDF ACT 2015 in order to increase the allocation of bursary from the current maximum of 35%
to 40% of the total funds allocation.

Amount allocated to the NG-CDF Board is not enough to reduce poverty at the constituency level.
We recommend an increment in the total allocation from the current 2.5% to 5% of the total national
budget.

With all these, I thank the NG-CDF Board secretariat hopping that our observations are considered
and implemented.

During the Financial Year ended 30™ June 2020, NG-CDF Msambweni successfully completed
various projects under Education and Security Sectors some of which are shown below.

(1.) VINGUJINI SECONDARY SCHOOL. (CONSTRUCTION OF ONE LABORATORY)

MSkfaugy COIISTR%&%%&RY ~
MARCAL y g0 U
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(1) VINGUJINI SECONDARY SCHOOL. CONSTRUCTION OF FOUR CLASSROOMS TO
COMPLETION.
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(1) VINGUJINI SECONDARY SCHOOL. CONSTRUCTION OF ADMI ISTRATION
BLOCK TO COMPLETION.
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(V) MSAMBWENI CHIEFS OFFICE.
CHAIRMAN NGCDF COMMITTEE
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Ol.  STATEMENT OF PERFORMANCE AGAINST CONSTITUENCY’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 key development objectives of NGCDF-MSAMBWENI Constituency’s 2018-2022 plan are
to:

a) To capture and ensure representation of all the stake holders interests in the constituency.

b) To help mobilise constituency resources to tap and maximise the available opportunities for
improved living standards.

) To improve the institutional capacity and visibility of the NG-CDF Committee in order to
deliver on its mandate.

Progress on attainment of Strategic development objectives

This section articulates the strategic issues that the NG-CDF Committee plans to address in order
to discharge its mandate to achieve its vision and mission statements. The strategic issues are
derived from the SWOT and stakeholders’ analysis. The NG-CDF Committee has developed
strategic objectives to address the strategic issues arising from its weakness and threats. Each of
the strategic issues will be addressed by strategic objectives which will then be monitored and
evaluated against specific outputs and expected outcomes. These outputs and outcomes and the
requisite activities are also outlined herein.
The NH-CDF Committee will focus on the following pillars in the next five years;

1. Education

1. Security

ui. Youth, Women and PWDs Empowerment

wv. Infrastructure Development for attractive investments

v. Sanitation and Environment

Strategic Issue | Strategic Output Outcome Strategies
Objective
Academic To improve Improved Literate and | Bursary provision
performance education education empowered Collaboration with the
and excellence | outcomes at all performance generation relevant ministries for
levels of learning necessary additional
in Msambweni support
Constituency Construction and
equipping of new physical
amenities

Advocacy of
teachers/Donation of
learning and teaching
materials to schools
Establishment of
community learning
resources centres (CLRCs)
Mainstreaming Special

10
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Iv.

CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

NGCDF — MSAMBWENI Constituency exists to transform lives. This is our purpose; the driving
force behind everything we do. It’s what guides us to deliver our strategy, which is founded on
social sector, namely; Education & Training, Security Sector Support, Environment, and Sports.
This pillar also makes special provisions for Kenyans with various disabilities and previously
marginalized communities.

1.

Sustainability strategy and profile —
Sustainability strategy and profile is key to the success to all constituencies.
NG-CDF has come a long way to achieve these by having the NG-CDF Act 2015 in place
for guidance, regular training of its staff, introduction of performance contracting across
the board, having a created a website where the ICT department ensures the website is
up to date and internal systems are up and running, introduction of the MIS and risk
management systems.
This is quite a big step and has highly improved the performance of NG~-CDF.
However, there are challenges affecting sustainability priorities which are:
a.) Political interference — These can be stopped by letting the NG-CDF to
operate independently for greater impact.
b.) Corruption — These can be stopped by improving the welfare of NG-CDF
staff and adapting a more-like private sector operational system.
c.) Disbursement of funds to the constituency — NG-CDF should be among
the top priorities funds are being disbursed from the national treasury.

Environmental performance

NGCDF — MSAMBWENI Constituency has ensured that they improve sanitation and
environment protection using the strategies put in place such as; Tree planting-through
establishment of tree nurseries and afforestation, environmental cleanliness in the
Constituency where youth are mobilized in each ward to participate in cleaning of
markets, streets, dump sites, construction of sanitation blocks for schools and market
places within the constituency.

Environmental performance is also enhanced by making it compulsory for all
infrastructure to have a water harvesting inclusion in the BQs.

Employee welfare

NGCDF — MSAMBWENI Constituency has ensured that it hires competent staff in the
organization taking into account the gender ratio for improved performance and service
delivery to the constituents. Employee welfare measures have been put in place to ensure
that the staff perform well especially in service delivery by providing timely and
adequate remuneration, staff training in safety measures and development for staff
loyalty and pride. The staff are included in all NG-CDFC activities e.g. NG-
CDFC/STAFF/PMC capacity building (Training) and inter Constituency visits to relate
successes and challenges with their counterpart constituencies for improvement. The
gender employment ratio has been taken care of as there are 2 female employees to 5
male employees.

Market place practices-

NG-~CDF MSAMBWENI Constituency ensures that suppliers and service providers are
paid promptly. This is key in helping the supplier grow in their businesses since most of
them are small scale businesses who are obligated to service/repay their loans.

NG-CDF MSAMBWENI has been practicing both the open tendering and restricted
tendering methods that allow different contractors/suppliers to bid for tenders which are
advertised in local daily newspapers and public offices notice boards.

Community Engagements-
12
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NG-~CDF MSAMBWENI attains community engagement/ participation through public
barazas during collection of project proposals and Bursary identification exercises at
least bonce per financial year. This is done through public participation forums in all
four wards in the constituency. Community engagement has also been witnessed during
project management since the community participate in development, implementation
and monitoring of projects and thus owning the projects by closely monitoring and
giving feedback on service provision and project implementation. There is also
community engagement during annual PMCs trainings which is provided for under the
NGCDFC/PMC Capacity Building Vote.

NG-CDF Msambweni Constituency has promoted education through issuance of Bursary
funds to the needy and vulnerable students in the constituency and promoted sports by
purchasing of sports gears and equipment for organized sports tournaments within the
constituency.

13
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V.  STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer for a National Government Entity shall prepare financial
statements in respect of that entity. Section 81 (3) requires the financial statements so prepared to be
in a form that complies with relevant accounting standards as prescribed the Public Sector
Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of the NGCDF-MSAMBWENI Constituency is responsible for the
preparation and presentation of the entity’s financial statements, which give a true and fair view of
the state of affairs of the entity for and as at the end of the financial year (period) ended on June 30,
2020. This responsibility includes: (i) maintaining adequate financial management arrangements
and ensuring that these continue to be effective throughout the reporting period; (i) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the entity; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to ervor or fraud; (iv) safeguarding the assets of the entity; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates that
are reasonable in the circumstances. '

The Accounting Officer in charge of the NGCDF~-MSAMBWENI Constituency accepts responsibility
for the entity’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 (IPSAS). The Accounting Officer is of the opinion that the entify’s
financial statements give a true and fair view of the state of entity’s transactions during the financial
year ended June 30, 2020, and of the entity’s financial position as at that date. The Accounting
Officer charge of the NGCDF-MSAMBWENI Constituency further confirms the completeness of
the accounting records maintained for the entity, which have been relied upon in the preparation of
the entity’s financial statements as well as the adequacy of the systems of internal financial control.

The Accounting Officer in charge of the NGCDF-MSAMBWENI Constituency confirms that the
entity has complied fully with applicable Government Regulations and the terms of external
financing covenants (Where applicable), and that the entity’s funds received during the year under
audit were used for the eligible purposes for which they were intended and were properly
accounted for. Further the Accounting Officer confirms that the entity’s financial statements have
been prepared in a form that complies with relevant accounting standards prescribed by the Public
Sector Accounting Standards Board of Kenya.

Approval of the financial statements

The NGCDF-MSAMBWENI Constituency financial statements were approved and signed by the
Accounting Officer on 17/02/2021.

Fund Account Mandger
Name: Kenneth Martin Amanva

14
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REPORT OF THE AUDITOR-GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND — MSAMBWENI CONSTITUENCY FOR
THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of National Government
Constituencies Development Fund - Msambweni Constituency set out on pages
16 to 38, which comprise of the statement of assets and liabilities as at 30 June, 2020,
statement of receipts and payments, statement of cash flows and a 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the National Government Constituencies Development
Fund - Msambweni Constituency as at 30 June, 2020, 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 National Government
Constituencies Development Fund Act, 2015 and t‘he Public Finance Management Act,
2012

Basis for Qualified Opinion

1.0. Accuracy of Cash and Cash Equivalents

The statement of assets and liabilities as at 30 June, 2020 reflects Kshs.13,048,048 in
respect of bank balances. The supporting bank reconciliation statement as at
30 June, 2020 includes unpresented cheques totalling Kshs.578,120 which had not
cleared in the bank as at the time of audit in January, 2021 and were therefore stale and
invalid for payment. However, the cheques had not been reversed in the cash book and
the Management did not explain why the cashbook had not been updated.

Consequently, the accuracy and completeness of bank balance of Kshs.13,048,048 as
at 30 June, 2020 could not be confirmed.

Report of the Auditor-General on National Government Constituencies Development Fund — Msambweni
Constituency for the year ended 30 June, 2020



2.0. Payment for Incomplete Work

The statement of receipts and payments reflects transfers to other government units
amount of Kshs.66,600,000 for the year ended 30 June, 2020. Included in transfers are
payments totalling of Kshs.8,500,000 to four (4) primary schools for various projects.
However, an audit inspection of the projects in January, 2021 revealed the following
works and items which had not been executed as per the bills of quantities (BQ):

Amount
No. | Name of Projects (Kshs.) | Observations
1 | Shamu Primary School 1,500,000 | Only five fans were installed instead
of six (6) as per BQ.
2 | Mivumoni Secondary 3,000,000 | Only nine (9) Windows installed
School instead of twelve (12) as per BQ.
Project branding not done.
3 | Ramisi Primary School 2,000,000 | Five (5) fans installed instead of eight
(8) as per BQ.
4 | Makongeni Primary 2,000,000 | Only nine (9) Windows installed
School instead of twelve (12) as per BQ.
Total 8,500,000

The Management did not explain why payments were made for work not done.

In the circumstances, the accuracy and validity of expenditure totalling Kshs.8,500,000
could not be ascertained.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the National Government Constituencies
Development Fund - Msambweni Constituency Management in accordance with ISSAI
130 on Code of Ethics. | have fulfilled other ethical responsibilities in accordance with the

___ISSAl-and.in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

—Key Audit Matters

Key audit matters are those matters that, in my professional 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
1.0 Budgetary Control and Performance

The summary statement of appropriation - recurrent and development combined reflects
final receipts budget and actual on comparable basis of Kshs.198,669,729 and
Kshs.121,302,005 respectively resulting to shortfall of Kshs.77,367,724 or 39% of the
approved budget. Similarly, the statement reflects final expenditure budget and actual on
comparable basis totalling to Kshs.198,669,729 and Kshs.108,253,957 respectively,
resulting in underperformance amounting to Kshs.90,415,772 or 45% of the budget.

Report of the Auditor-General on National Government Constituencies Development Fund — Msambweni
Constituency for the year ended 30 June, 2020
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The underfunding and under expenditure affected the planned activities and may have
impacted negatively on service delivery to the residents of Msambweni Constituency.

2.0 Projects Implementation

According to the projects implementation status report as at 30 June, 2020, twenty-four
(24) projects with a total budget of Kshs.67,336,062 had not been completed, including
nineteen (19) projects with a total budget of Kshs.59,236,062 which had not started.

As previously reported, information available indicated that the National Government
Constituencies Development Fund Board was yet to approve ICT Hubs projects,
Mwabungo Social Hall, Msambweni Teachers Training College and Social Programme
projects despite being allocated a total of Kshs.22,477,028. The situation is an indication
of lack of proper planning and prioritizing citizens’ needs in the budget making process
mechanism.

Delays in implementation of the projects denies residents of Msambweni Constituency
intended benefits and services as envisaged.

3.0 Projects Inspection

An audit inspection of six (6) development projects with total disbursements of
Kshs.20,175,000 undertaken in January, 2021 revealed anomalies as detailed below:

Disbursements
to the Project
No. | Name of Projects | Project Activity (Kshs.) | Observations
1 Bongwe Primary | Renovation of three 1,500,000 | There was structural
School (3) classrooms to gap between old and
completion; renovated  structure
plastering, roofing, leading water
ceiling, painting and seepage.
electricity. Project was not
branded.
2 Shamu Primary | Renovation of three 1,425,000 | Five (5) ceiling fans
School (3) classrooms to had been installed
completion; instead of six (6) as per
plastering, roofing, bills of quantities.
ceiling, painting and
electricity
3 Mivumoni Construction of 1 No 2,850,000 | Windows fitted 9 while
Secondary School | dormitory of 80 Bills of Quantities (BQ)
students capacity to indicated 12. Project
completion was not branded.
4 Ramisi Primary | Renovation of four 1,900,000 | Project complete and
School (4) classrooms to in use. Windows fitted
completion; are 16 instead of 20 as
plastering, roofing, per BQ. Fans installed
ceiling, painting and are five instead of eight
electricity (8)
5 Makongeni Renovation of three 1,500,000 | Project Complete and
Primary School (3) classrooms to in use. Windows fitted
completion;
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Disbursements
to the Project

No. | Name of Projects | Project Activity (Kshs.) | Observations
plastering, roofing, nine (9) instead of
ceiling, painting and twelve (12)
electricity.
6 Vinguijini Construction of four 11,000,000 | Two of the classrooms
Secondary School | (4) classrooms to complete but not in
completion; use.

plastering, roofing,
ceiling, painting and
electricity

Total 20,175,000

The anomalies in workmanship and project implementation are an indication that
Management had not conducted adequate supervision of the projects, which cast doubts
on whether the residents of Msambweni Constituency will realize value for money from
the funds spent on the projects.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else 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

1.0 Delayed Completion of Youth and Opportunity Centre Project

~—As previously reported, the National Government Constituencies Development -

Msambweni Constituency awarded a contract of Kshs.60,125,880 for the construction of
Msambweni Youth and Opportunity Centre. According to the signed contract agreement,
works were to commence on 7 December, 2016, being the date of signing, for a period
of six (6) months, and thus, the expected date of completion was 6 June, 2017. However,
an audit inspection in the month of January, 2021 revealed that a total of Kshs.48,237,492
had been disbursed to the project and the works were ongoing, implying the project had
delayed by more than three years. Consequently, the residents of Msambweni
Constituency will take longer to realize the intended benefits.

Further, there was no evidence that the successful bidder placed a performance bond of
10% of contract price as guarantee against possible loss as per the contract agreement.
As a result, the public funds are exposed to loss.

In addition, no evidence was provided to confirm that the ownership of the land where the
Centre was being constructed had been transferred to the National Government
Constituencies Development Fund - Msambweni Constituency as required by Regulation
11(k) of the National Government Constituencies Development Fund Regulations, 2016
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which provides that “where a project involves purchase of building or land the
constituency committee should ensure that the ownership is duly verified”.

In the circumstances, the regularity and value for money from the project could not be
ascertained.

2.0 Irregular Committee Allowances

Included in use of goods and services expenditure of Kshs.7,312,076 reflected in the
statement of receipts and payments for the year ended 30 June, 2020 are committee
expenses amounting to Kshs.1,134,000. The expenses include sitting allowances of
Kshs.375,000 paid to sub-county officials while attending constituency development
committee meetings and monitoring and evaluation of projects. This was contrary to
Regulation 33 of National Constituencies Development Fund Regulations, 2016
regarding guidelines on allowances payable to members of a constituency committee and
other government officers involved in the Management of the Fund. The officials did not
qualify for sitting allowances, and instead, they ought to have been paid lunch allowance.
Therefore, the payment was irregular.

3.0 Ineligible Emergency Expenditure

Note 7 to the financial statements reflects Kshs.29,027,154 in respect of other grants and
other payments which includes emergency projects expenditure totalling Kshs.8,338,993.
The emergency expenditure includes Kshs.7,238,993 transferred to primary schools and
a chief’s office for renovation of classrooms, toilets, and the chief’s office respectively.
However, the nature of the projects did not meet criteria set in Section 8(3) of the National
Government Constituencies Development Fund Act, 2015 which defines emergency as,
“shall be construed to mean an urgent, unforeseen need for expenditure for which it is in
the opinion of the committee that it cannot be delayed until the next financial year without
harming the public interest of the constituents”. It was not clear why the projects could not
be included in the subsequent year's project proposal. In addition, project inspection
done in January, 2021 in one of the projects for construction of twin door pit latrine,
revealed the project was incomplete and the contractor was not on site. The urgency of
the project was therefore in doubt.

Further, there was no evidence to show that the Management reported the utilization of
the emergency vote in line with Regulation 2 of the National Government Constituencies
Development Fund Act Regulations, 2016 which provides that utilization of the
emergency reserve shall be reported to the National Government Constituencies
Development Fund Board within 30 days of the occurrence of the emergency.

The Management was therefore in breach of the laws.

4.0 Unutilized Funds

As previously reported, Annex 5 to the financial statements for the year ended 30 June,
2020 reflects Project Management Committees Bank balances of Kshs.18,945,590, out
of which Kshs.2,688,980 relates to twenty-four (24) closed projects. However, the funds
had not been returned to the main bank account in line with Section 12(8) of the National
Government Constituencies Development Fund Act, 2015 which states that, “all unutilized
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funds of the Project Management Committee shall be returned to the constituency
account”. No explanations were provided for the anomaly.

Consequently, the Management breached the Law.
5.0 Failure to Maintain Project Expenditure Status Report

According to the statement of receipts and payments, National Government
Constituencies Development Fund (NGCDF) - Msambweni Constituency undertook
various projects including Kshs.66,600,000 under transfer to other government entities
and Kshs.29,027,154 under other grants and transfers. However, there was no evidence
that the Fund Account Manager maintained a monthly record of all receipts,
disbursements and expenditure per project and which was tabled before the National
Constituency Development Fund Committee for discussion. This was contrary to Section
38 of the National Government Constituencies Development Fund Act, 2015, which states
that, ‘the officer of the Board in every constituency shall compile and maintain a record
showing all receipts, disbursements and actual expenditures on a monthly basis in
respect of every project and sub-project under this Act and shall:-

(a) table such record at a meeting of the Constituency Committee in every month; and

(b) submit a summary of the record for the year to the Constituency Committee not later
than thirty days after the end of every financial year”.

Consequently, the Management was in breach of the law.

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 Article 229 (6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Effectiveness
of Internal Controls, Risk Management and Governance section of my report, | confirm
that, nothing else has come to my attention to cause me to believe that internal controls,
risk management and overall governance were not effective.

Basis for Conclusion
Weak Controls on Bursary Awards

During the period under review, National Government Constituencies Development Fund
- Msambweni Constituency disbursed bursaries to secondary schools and tertiary
institutions amounting to Kshs.29,027,154. However, examination of the records revealed
the following internal control weaknesses:
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i. The application forms did not include data fields to guide a criteria for award of
bursaries.

ii. Forty-four (44) beneficiaries were awarded bursary yet they were not on the list of
applicants who were issued with bursary application forms.

The above cited weaknesses in Management of bursaries may result to award of
bursaries to undeserving students at the expense of needy applicants.

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 overall 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.

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 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 and for its assessment of the effectiveness
of internal control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
National Government Constituencies Development Fund — Msambweni Constituency’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
the intention to terminate the Fund 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
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 National Government
Constituencies Development Fund — Msambweni Constituency’'s financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall 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,
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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.

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 control in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 control would not necessarily disclose all matters in the internal control 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 control may not prevent or detect
‘misstatements 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
policies and procedures may deteriorate.

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 FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.
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Conclude on the appropriateness of the Management'’s use of the 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 Fund’s ability
to continue to sustain its services. If | conclude that a material uncertainty exists, | am
required to draw attention in the auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to continue
to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the 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.

cmmu, CBS

AUDITOR-GENERAL

Nairobi

09 February, 2022
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF)

MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

VII.  STATEMENT OF RECEIPTS AND PAYMENTS

Note | 2019 ~ 2020 2018 ~2019
: Kshs Kshs
RECEIPTS
Transfers from NGCDF board 1 115,040,876 65,379,310
Proceeds from Sale of Assets 2 - -
Other Receipts 3 135,000 62,000
TOTAL RECEIPTS 115,175,876 65,441,310
PAYMENTS
Compensation of employees 4 4,479,695 2,499,013
Use of goods and services 5 7,312,076 8,226,622
| Transfers to Other ¢ Government Units | 6 | 66,600,000 36,341,379
Other grants and transfers v 7 29,52 '/j,l 54 27,319,743
Acquisition of Assets 8 835,032 -
Other Payments 9 ~ 1,500,000
TOTAL PAYMENTS 108,253,957 75,886,757
SURPLUS/ (DEFICIT) 6,921.919 | (10445.446)

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

17/02/2021 and signed by:

Fund Account Mariager
Name: Kenneth Martin Amanya

National SWunfy Accountant

Name: PeterMudsila
ICPAK Member Number: 9984
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF)

MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

VIII. STATEMENT OF ASSETS AND LIABILITIES

Note 2019-2020 2018-2019
‘ ' . Kshs Kshs
FINANCIAL ASSETS
Cash and Cash Equivalents
Bank Balances ( as per the cash book) 10A 13,048,048 6,126,129
Cash Balances (cash at hand) 10B - -
Total Cash and Cash Equivalents 13,048,048 6,126,129
Accounts Receivable
Outstanding Imprests 11 3 ~
TOTAL FINANCIAL ASSETS 13,048,048 6,126,129
FINANCIAL LIABILITIES
Accounts Payable
Retention 12A - ~
Deposits (Gratuity) 2B . -
TOTAL FINANCIAL LIABILITES =z
NET FINANCIAL ASSETS 13,048,048 6,126,129
REPRESENTED BY
Fund balance b/fwd 1st July 13 6,126,129 16,571,575
Prior year adjustments 14 ~ -
Surplus/Deficit for the year 6,921,919 (10,445,446)
NET FINANCIAL POSITION 13,048,048 6,126,129

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

financial statements. The NGCDF-MSAMBWENI Constituency financial state

17/02/2021 anz signed by:

Fund Account Mahager
Name: Kenneth Martin Amanya
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF)

MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

IX.  STATEMENT OF CASHFLOW

2019 - 2020

2018 ~ 2019

Kshs

Kshs

Receipts for operating income

Transfers from NGCDF Board 1 115,040,876 65,379,310
Other Receipts 3 135,000 62,000
Total receipts 115,175,876 65,441,310
Payments for operating expenses

Compensation of Employees 4 4,479,695 2,499,013
Use of goods and services 5 7,312,076 8,226,622
Transfers to Other Government Units 6 66,600,000 36,341,379
Other grants and transfers 7 29,027,154 27,319,742
Other Payments 9 ~ 1,500,000
Total payments 107,418,925 75,886,756
Total Receipts Less Total Payments

Adjusted for:

Decrease/ (Increase) in Accounts receivable: 15 ) N
(outstanding imprest)

Increase/ (Decrease) in Accounts Payable: 16 ) N
(deposits/gratuity and retention)

Prior year adjustments 14 - -
Net cash flow from operating activities 7,756,951 (10,445,446)
CASHFLOW FROM INVESTING ACTIVITIES
Proceeds from Sale of Assets 2 - -
Acquisition of Assets 8 (835,032) -
Net cash flows from Investing Activities (835,032) ~
NET INCREASE IN CASH AND CASH EQUIVALENT 6,921,919 |  (10,445,446)

yi:ih and cash equivalent at BEGINNING of the 13 6,126,129 16,571,575
Cash and cash equivalent at END of the year 13,048,048 6,126,129

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

17/02/2021 and signed by:
)

Fund Account ager
Name: Kenneth Martin Amanva
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National Sip-Colinty Accountant
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF) -
MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

XII.  SIGNIFICANT ACCOUNTING POLICIES

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

1.  Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with Cash-basis International Public
Sector Accounting Standards (IPSAS) as prescribed by the Public Sector Accounting Standards Board
(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.

2.  Reporting Entity

The financial statements are for the NGCDF-MSAMBWENI Constituency. The financial statements
encompass the reporting entity as specified under section 81 of the PFM Act 2012

3. Reporting Currency

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

4.  Significant Accounting Policies

The accounting policies set out in this section have been consistently applied by the Entity for all the
years presented.

a) Recognition of Receipts
The Entity recognises all receipts from the various sources when the event occurs and the
related cash has actually been received by the Entity.

Tax Receipts

Tax receipts are recognized in the books of accounts when cash is received. Cash is
considered as received when notification of tax remittance is received. (Check if this policy
is applicable to entity)

Transfers from the Exchequer
Transfers from the exchequer are 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.
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF) -
MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES

External Assistance
External assistance is received through grants and loans from multilateral and bilateral

development partners.

Grants and loans 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/loan 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. A similar recognition criteria is applied for loans received in the form of
a direct payment.

During the year ended 30t June 2020, there were no instances of non-compliance with
terms and conditions which have resulted in cancellation of external assistance loans.

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 the
time associated cash is received.

b) Recognition of payments
The Entity recognises all payments when the event occurs and the related cash has actually
been paid out by the Entity.

Compensation of Employees
Salaries and wages, allowances, statutory contribution for employees are recognized in the
period when the compensation is paid.

Use of Goods and Services

Goods and services are recognized as payments in the period when the goods/services are
paid for. Such expenses, if not paid during the period where goods/services are consumed,
shall be disclosed as pending bills.

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 financial
statements.
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' NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF) —
MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES

5. In-kind contributions

[n-kind contributions are donations that are made to the Entity 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 Entity 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.

6.  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 at various commercial banks at the end of the
financial year.

7. Accounts Receivable

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
are 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. This
is an enhancement to the cash accounting policy. Other accounts receivables are disclosed in the
financial statements.

8.  Accounts Payable

For the purposes of these financial statements, deposits and retentions held on behalf of third parties
have been recognized on an accrual basis (as accounts payables). This is in recognition of the
government practice of retaining a portion of contracted services and works pending fulfilment of
obligations by the contractor and to hold deposits on behalf of third parties. This is an enhancement
to the cash accounting policy adopted by National Government Ministries and Agencies. Other
liabilities including pending bills are disclosed in the financial statements.

9. 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’ items to provide a
sense of the overall net cash position of the Entity at the end of the year. When the pending bills are
finally settled, such payments are included in the Statement of Receipts and Payments in the year in
which the payments are made.

10. Unutilized Fund

Unutilized funds consist of bank balances in the constituency account and funds not yet disbursed
by the Board to the constituency at the end of the financial year. These balances are available for use
in the subsequent financial year to fund projects approved in the respective prior financial years
consistent with sec 6(2) and sec 7(2) of NGCDF Act, 2015.
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NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF) —
MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

SIGNIFICANT ACCOUNTING POLICIES

11. Budget

The budget is developed on a comparable accounting basis (cash basis except for imprest and
deposits, which are accounted for on an accrual basis), the same accounts classification basis, and
for the same period as the financial statements. The original budget was approved by Parliament on
June 2019 for the period 1%t July 2019 to 30t June 2020 as required by Law and there was one
supplementary adjustment to the original budget during the year. Included in the adjustments are
the unutilized funds.

A comparison of the actual performance against the comparable budget for the financial year under
review has been included in the financial statements.

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

13. 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 30t June 2020.

14. Errors

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

During the year, errors that have been corrected are disclosed under note 14 explaining the nature
and amounts.

15. Related Party Transactions
Related party relationships are a normal feature of commerce. Specific information with regards to
related party transactions is included in the disclosure notes.
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" NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND (NGCDF) -

MSAMBWENI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2020

XIII. NOTES TO THE FINANCIAL STATEMENTS

1. TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Description _2019-2020 _2018-2019
NGCDF Board

AIE NO B005191 1 11,379,310
AIE NO BO3330 2 10,000,000
AIE NO B005417 3 13,000,000
AIE NO B006464 4 7,000,000
AIENO A 724483 5 11,000,000
AIE <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>