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I. KIY NGCDF INTORMATION AI{D MANAGEMEIVT

(a) Backnrund information

The National Government Constituencies Development Fund (NGCDF) is establish ed under the
National Government Constituencies Development Fund (Amendment) Act,ZOID. The NG-CDF is
under the National Treasury and PlanninS. The objective of the Fund is to provide mechanisms for
supplementing implementation of the National Government development Agenda at the
constituency level.

The Fund's overall management is the responsibility of the NGCDF Board,. While the supervision
and coordination is doneby National Treasury andplanning.

The Board has aligned the operations of the Fund with new Act and, the Constitution. The Board
launched its new strategic plan on 16th August 2076 for the planning pefiod, 2016/20l,Z to
2020/2021'. The Board alrc attained ISO 9001 :2OO8 certificahon in March 20I6 whose unveiling
was done on the same date 16ttr August 20'16.

(b) Principal Activities

As outlined in the NGCDF Act 2015 theBoard's core mandate and responsibilities include:

o EnsurinS timely and efficient disbursements of funds to every constituency

o EnsurinS efficient management of the fund

o ReceivinS and discussing annual reports and returns from the constituencies

o Ensuring the compilatton of proper records, returns and reports from the constituencies

r ReceivinS and addressing complaints and disputes, and tahng appropriate action

o Considering project proposals submitted fromvarious constituencies in accordance with the
Act, apptoving for funding for those projects proposals that arc consistent with the Act and
sending funds to respective Constituency Fund accoullts of the approvedprojects.

The Board will provide strategic direction in the management, use and, accountability of monies
dtawn from the Fund. The Board therefore aspires to the following Vision, Mission and Core
Values in meeting its mandate.
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VISION

Equitable Socio -economic development countrywide

MISSION

To provide leadership and policy direction for effective and efficient management of the Fund

CORE VATI.'ES

1. Tlansparency atld acootolrrfa,biftY

2. Messionalisnr and integity

3. Commitment and bamwork

4. Ncutrality and &jectivitY

5. Timelincss and cxcellence

6. Advocacy for crfizanparticipation

KEY STTATEGIC OBJECITTyES

l. Tr,r irrrplove operatiorial efficiency and cffcctiveness in scrvice delivery

Z. To Strengthen Institutional Capacity (skills, numbers and work environment)

g. To ensure efficient and effectle project fianaSement

4. Enhance good governance

5. Pron:rote effective cafrffijulfiication and apptopiate parlnership

SITA1EGIC C'OAIS

a) Continue Automation of Board's operations

b) Improve pefiotmancernana3ement

c) Implement quality management systems

d) Improve accountingsystem

e) Strengthen research capacity to support evidence based decision making

fl Strengthening Audit and risk rnanagement

g Strengthen disaster responsiveness and managernent

h) streamline the otganizattonal structure

i) develop capacitY of staff

j) Develop and implem ent a talent rnanagement and succession planning strategy

k) improve on the work environment

l) promote public participation in project identification and implementation

m) Promote timely submission and approval of project proposals
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Promote prioritization of on-going projects in allocation of Funds

Improve collaboration with technical officers from relevant government agencies

Improve management of transition of NG-CDFC's in relation to resources and projects

widen projects scope and strengthen collaboration with MDAs

Promote openness and accountability in management of the Fund

Promote compliance with applicable laws, regulations and standards.

Adopt Transforma tiv e l-e. ader ship

Mainstream Cross cutting issues and public parncipation

Enhance engagement with internal & external stakeholders

Enhance Media Relations

Enhance relations with other Government agencies

Enhance Media monitoring

SITAIEGIC PROGRAA{MES

a) Design, Develop & Rollout Management information systems

D Further installation of appropriate ICT network infrastructure and improve their security

c) Develop and implement annual petformance contract for the board, cascade to

consfituencies

d) Operationalize M&E Unit and review M&E framework

e) Develop constituencies factsheets and conduct monitoring & evaluation of Boards'

operations

0 Continuously carry out QMS audits to maintain certification and cany out recertification

auditfor organization

9 Develop and disseminate accountingmanual for constituencies and establish constituencies

accounting unit at Headquafter s

h) Train staff and key stakeholders on public finance management and reporting

i) Preparc/review annualfinancial statements andimplement audit recommendations

j) Receive and review financial returns andupdate the assets register

k) Establish and operattonalize a tesearch and policy Llnit and establish and operationalize a

resource centre

1) Establish a Risk management Unit, conduct risk assessment and carryout Risk Response

planning

m) Develop a disaster preparedness and management ntanual and train constituencies on

Disaster Risk Reduction and Response Mechanism

n) Develop & issue guidelines on conlmunity managed disaster risk reduction (CMDRR)

o) Review and implement an orgarizatronal structure, conduct work load analysis to establish

optimal staffing levels and recruit more staff
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p) ConductTrarning Needs Assessment and develop and implement an annual trainingplan

q) Conduct work environment survey and employee satisfaction survey and implement feasible

recommendations

r) Acquire additional office space

s) Develop and issue guidelines on public participation & identification of projects; submission

of project proposals; Projects ancl release of fundsl Project funds ahsorption; Management of

irruurnple[e & on-going projects during NG-CDICs transitions and Residual Projects

t) Develop collaboration framework for the NG-CDFCs and government technical officers

u) Establish a liaison office to enhance operations of the Board, Ministries and National

Assembly

v) Train NG- CDFCs

w) Develop and implement policy on documentation and dissemination of constituency best

practices

x) Evaluate constituencies' perforrnance) publicize top performerc and showcase the best

practices in implementation of projects

y) Inrplenrent Mwongozo codc of Sovcrnance and ensure compliance with all tendeing and

procurement requirements

z,) Facilitate acce.ss to information and publish conshtuency financl^a,l and prolect reports on a

timely basis

aa) Convene regtilar stakeholder forums/awareness campaigns, open days and toad shows and

participate in Corporate Social Responsibility activities

bb)Update the Boards website and social media presence and parttcipate in relevant television

and radio programmes to enhance the profile of the NG-CDF

cc) Review and implement service charter andcorpotate Idenfity Manual

dd)Partrcipate in relevant exhibitions and conferences and organize media events ( press

conferences, media tours, workshops, brealdast meetings) to clarify and explain issues to

the media on newsworthY events

ee) Carryout customer safisfactron survey andtmplement feasibie recommenciarions

KIY STRATEGIC PRIORrIIES

o Irnprove the implcmcntation, Monitoring andEvaluation projects

o Come up with strategies to develop andturnaround for under-performing Constituencies

o Ensure timely ava{ability and disbursement of Funds to Constituencies

o Develop and implement guidelines for project implementation that are in line with existing

procurement laws and rcgulations

o Dcvclop sound financial controls in line with Finance manatctttcrtt Ac-l r.'rf 2012 a'nd in

compliance with Office of the Auditor General Requirements
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(c) Kcylvlaaagement

The key mana$ement personnel who held office duringthe hnancial year ended gettt June ZO18

andwhohad direct fiduciary responsibility were as follows:

(d) Ilduciary Onersight &ry&menb
i. Board of Directors

ii. Internal AuditDepartment

(e) nesistcttd offioo

NGCDF headquarterc

Har ambee Plaza Building

Sth floor

Telephone No. 223OO15/ 19/27

HailleSellas ie / lJhuru Highway Junction.
P.O. Box 46682 - 00100 NAIROBI

(0 Contasts

Telephone :(O2O) 2230075 / 9,22SO0ZZ

E-mail : info@ngcdf.go.ke

Website: www.ngcdf.go.ke

G) NGCDF Ban&ers

Central Bank of Kenya

Haile Selassie Avenue

P.O. Box 60000

City Square OO2O0

Nairobi, Kenya

6lPage
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Kenya Commercial Bank Ltd

Kpande House

Kenyatta Avenue

P.O. Box 30072 - 00100

Nairobi

Co-operative Bank of KenYa

Cannon House

Parliament Road

P.O. Box 5772-O02OO

Nairobi.

l^dc1rlnfuttt Auditors

Auditor Geueral

Office of the Auditor Genetal

An niversary Towers, Llniversity Way

P.O.Box 30084

GOP 00100

Nairobi.

(h) Principal Letal Advbcr

The Attorney General

State Law Office

Hatambee Avenue

P.O. Box 40172

City Square 002OO

Nairobi.
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tr. fiIEBOAND OTDINECTORS

I{AME ACADEMIC APFOIMMEI{T

I

Robert Nyariki Momanyi Masese

Alternate Director to the Principal

Secretary Minisfry of Education

D.O.B.- May 19, 1956

a Master in

Educatton,

Management and

Planning

Bachelor of

Science Educatton

a

Appointed

26.O2.2076

2

Mumbi GithaigaMahtnda

Alternate director to Attorney General

D.O.B.-March 13,1975

o Masters in Law

Previously served in the

following Boards:

o Kenya Broadcasting

Corporation (KBC)

. Sports Stadia Board

o Brand Kenya Board Advocate Appointed

07.o4.2074

3

Kennedy Ogendi Ondieki

Alternate Director to the Cabinet Secretary

, the National Treasury

D.O.B.-1967 Masters

Appointed

1,4.10.201.5
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Appointed in 2011

7

Has been serving for

over five years,

rcappointed oll

07 .07.2076Masters4

Joseph Njihia Mukui

Alternate Director to the Principal

Secretary , State f)epartnlent of Planning

and Statistics , Mitristry of Devolution and

Piarrning

D.O.B.- June 16, 1958

\z-- ^--I r ,I^-..^ ^I UJUI rVl9UrrV

Ag. Chief Executive Officer

D.O.B.-Aprll 27 , 1966

A,taster ot' At'ts

Economics

Bachelor of Arts

Econon"Lics

Certificate in Project

Planning & Management6

Appointed

07.o3.2014

Master in Business

Adnri n i stration - Strategic

Management

Bachelors of Laws

CPA (K)

CPS (K)

Simou Ndweka

Secretary to the Board

D.O.B-December 24, 1 97 4
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NAtr{E ACADEMIC PROTESSIONAT

1

Yusuf Mbuno

Chief Executive Officer

Master of Arts - Economics

Bachelor of Arts -Economics

a Certrficate in

Project Planning &

Management

2

Simon Ndweka

Corpotatron secretary

Master of

Administration

Bachelor of Laws

Business

o Post Gtaduate

Diploma in [,aw,

Kenya School of

l,aw.

o CPA (K)

o CPS (K)

3

Yenazio Gachara

Senior Accountant

Master of

Administration

Business

a CPA (K)

4

Raphael Nduati

Ag. Chief Manager
Corporate Planning and
Strategy

Master of Art in Economics

Bachelor of Arts In

Economics. CPA Part I

NGCDF BOARD (SECRETARIAT) FINANCIAL STATEMENTS FOR TTTE YEAR ENDED SOT'H IUNE 2018

M. MANAGEMENT IEAM
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4

Alice Wachira

Chief Internal Auditor

Master of Business

Administration - Finance &

Banking

o CPA (K)

o CPS (K)

5

Anne Thumbi

Senior Managet Hurnan

Resource

I\{aster of Science - Human

Resource Management

Bachelor of Science

Comrnunication & PR

a Higher Diploma -
Human Resource

Management

Diploma

Personnel

Management

a

6

Brenda Onyino

Senior

Communi<;ation

Manager

Jack Odhoch

Chief ICT Officer

Master of Arts

Communication

Bachclor of Arts in

Communication PR &
Business Admiuistration

Master of Science

Information Systems

Bachelor of Science

Diploma in Project

Managcmcnt

o Certified

Professional -
Oracle

o CCNSP

o Prince 2 and Web

development7
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8

Shafee Yaqub

Procurement Officer

(Resigned in May 2018)

MSc Procurement

logistics

Bachelor of Commerce

Finance

& o CIPS

r Diploma

Purchasing

Supply

&

9

Elizabeth Kitundu

Ag. Chief Manager

Progtamme and Field

Services Coordination

Master of Educahon

Economics &Education

Bachelor of Education - Arts

a Diploma in

Management

Project Planning
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tV. DINECTOXI?S STAIEMENT

The Board has the responsibility of prepafinghnancial statements that gsve a true and fair view of

the state of affafus of the Fund at the end of the frnancial year. Section 39(3) of the NGCDF Act

ZO1S, requires that the Chairperson of the Board submit an annual report on the activities,

operations and the expenditure of the fund and the Board. They are also responsible for

safeguartlitLg t1e asseLs of the Fund and taking reasonablc stcps for the prevention and detection of

fraud and other irregularities.

The Directors regularly meet to monitor the Fund's financial performance. Specific review of

managementpefiormance and operattonal issues were undertaken through normal boatd meetings

and working session of the Boatd of Directors.

Nothing has come to the attention of the Directors to indicate that.the National Government

Constituencies Development Fund will not remain as a going concern for at least the next twelve

months

JoscphMuhri
Boerd Menrltr

':,.

j

II)Date
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V. NEPORT OFfiIE CHIEF DGCUTN/E OTTICER

The Fund was initially established in 2003 as the Constituencies Development Fund (CDF). The

name was changed to the National Government Constituencies Development Fund (NG-CDF)

following the enactment of the NG-CDF Act, 2015 which was meant to align the Fund with the

Constitution of Kenya.

Between 2O03/2OO4 and 2017-2078, the fund has been allocated a total of Kes.261.g7g brllion.
Kes.258.316 billion being statutory allocation while Kes.3.663 billion was conditional grant for
completing stalled projects. Out of the funds allocatedrKcs.lo.S8 billion was allocated for running
the Board secretariat while the balance of Yas.247.936billion was alTocated for disbursement to

constituencies.

The Board secretafiat had a budget Y*s 2.49 billion in financial Year 2Ot7/ 18 to meet the

proposed expenditure on Personnel emoluments, Operafions and maintenance. The breakdown of
revenue consists of Kes 1.325 Billion being funds allocated in Financial Year 2Ol7 / 18, and Kes 4 5

Million tobe generated as Appropriation in Aid (AIA). Thebudget deficits of Kest.120 Billion as a

result of activities not caruied out during the previous year and whose expenditure were re-voted,
and catered for from the unutilized funds brought forward from 2O7 6 / 17 fiscal year .

The 2077 -21,8 Budget was anchored on five key strategic objectives:-

(i) Improve of operafional efficiency and effectiveness

(ii) Strengtheninsfitutionalcapacity
(iii) Ensure efficient and effective project management

(iv) Enhance Good Governance

(v) Promote effective communicaion and approptate partnerships

To achieve the above strategic objectives, the Board put in place key measures to address core areas

including improvement of accounting systems, strengthening audit and risk management,
improvement of performance mana4ement and implementation of quality management systems.

T.he board utllized Kes 2.490 billion budgeted for in Financial year ZOv7-ZO|B on planned
acfivities and implemented the procurement plan. The Board ensured timeliness in the
disbursement of funds, bydisbursing Kes 21.874 billion out of the Kes 21.BZS received from the
National treasury to the Constituencies and the secretariat within 6 days upon approval of the
project proposals and rcceipts of funds.
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To inrprove on the managernent of funds, the Board within the Reporting pefiod undertook audit

in l2g constituencies and inspected books of accounts in75 constituencies. This also facilitates

identification of areas of improvement in internal controls. Monitoring and evaluafion of projects

al the constituencies were also undertaken to ensure project implemented meet the tequitd

standards and they are as per the Board's approval. The Board also established the risk

management division, trained staff on risk management, identified and documented risks for all

t!rc dcpayLn rel[s a1d 30 constituencies. Mcasurcs have also been put in place to continuously

monitor and review these risks.

To inrprove on instituti onal capacrty, the Board undertook various ffaining activities aimed at

improving and enhancing the effectiveness as well as efficiency. The staff were ttained on project

management, Senior Management Courses, Strategic management Courses and frnancial

management within the reporting period. In addition, roll- out and training of FAMs on

NGCDFMIS was undertaken in the third quarter of the financial year. The constituencies will

therefore be rcquired to process ancl implcnrcrtt lheir 2O18l19 project proposals through the

system to reduce projects turn -around time. The Board also tratned 150 Youths and '1'70 Women

representatives from NG-CDFCs on key operations of the fund and cross cutting issues. Further

trainines. itrclu6ine training on ICT literacy. risk management, ISO 9OO1:2O15, pteparation of

financialstatements, project management, as well as continuous prot'essional development will be

undertaken in Financial Y eat 207 8 / 7 9.

To improve on perform ance management, the Board continued implementing acfivities in lihe wlth

its five years sffategsc plan (zol\/17-2o2o-21,). The board also retained 9001:2008 ISo

Certification therefore continuing its commitment to quality assurance, quahty management and

continuous improvement of processes. Thus consistently provide products and services that meet

customer and appliaable requirenrerrts, placinS customer safisfacfion as a key component of those

requirements. The Boardis also in the process of transifioning to ISO 9001 :2015 cerfification.

In orrler to improve the visibility of NG-CDF projects at the €irass root, thc Board undertook various

public relation and media relation activities among them exhibttions, roadshows, media education

tours, surveys documentaries and various infomercials. To show case best ptacttces in

implementation of the projects,,theBoardundertook Corporate Social Responsibility projects tn the

constituencies.
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Finally, this year the Board has preparcd financial statement for the xnretariat basr"d on 5o/o of the

allocation and separate 29O financial statements for the constifuencies on the rcmainrnggS%.

A
Yusrf Mbuno

4E ChidhocntivcOffipcr

e^r".1.*/.*/ot.f.
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YI. COBPORA]EGO\IERNAI.ICE STA]EMENT

During the year under review, there were five (5) meetings of the Board held. The attendances of

the said meetings by directors were as follows:

Namc of the Dircctq Numbcrof mcetings altpnddoutof 18

1 Mr. Robert Masese 5

2 Mr. Joseph Mukui 5

3 Ms. MumbiMahinda 5

4 Mr. Kennedy Ondieki 5

5 Mr Yusuf Mbuno (Ag. CEO) 5

Section 2 (7) of the Second Schedule to the NGCDF Act provides that the Board shall not meet less

than six and not more than eighteen times in the financial year and not mote than two months

shall elapse between the date of one meeting andthe date of the next meeting. However, duting

the year, the Board held five meetings only. This was attributed to lack of duly constituted Board.

Section 15 of the NGCDF Act provides for twelve (t2) members of the Board, including the Chief

Executive Officer. However, duringthe year,there were five (5) members only, constitufing just a

quorum)as provided for under the Section 2 @) of the Second Schedule. Hence, in absence of all

the serving members, as it could happen from time to time, the Board could not hold a schedaled

meeting.

tn its operations, the-Board is ui&dly a Strategic plln (2016-2O2t). Qquple4 with the Strategtc

Plan, the Board has a C.harter which is a guide that stipulates, amongst others. the individual

Director Obligations and commitment towards the work of the Board. The Board charter is

reviewed periodically to suit the changSng circumstances. The Board Chafier is supplemented by

the Code of Governance of State Corporations (Mwongozo).

The members of the Board are nominated by the Cabinet Secretary, paL*et7t Ministry and approved

by the Nafional Assembly, and thereafter appointed by the Cabinet Secretary. The Members of the

Board serve for a period of three (3) years, renewable once. Section 19 of the NGCDF Act stipulates

removal of amember thereof. Anrongst reasons for removal of aBoard mcmbcr are:

1. Serious violation of the Constitution or any other Laws;

2. Gross rrily-orrtlucl, whether irr perforurance of thc rncttbct"s or Office holder's functions or

otherwise;

3. Physical or mental incapacity to perform the functions of office;

4. Incompetence;

5. Bankruptcy; or

lTlPage
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6. EngagSngin active politics.

The removal of a member on any of the above grounds is initiated by sending a petition to the

National Assembly Select Commiftee on NGCDF. A member of the Board may be suspended

pendinghearing of a petition The National Assembly Committee hearc a petition and makes final
determinatron on the matter.

Under the NGCDF Act of 2015, the functions of the Board are listed under Section l6 thereof. The

functions are as follows:

a. Ensure timely and efficient disbursement of funds to every constituency

b. Ensure efficient management of the Fund;

c. Consider project proposals submitted from various constituencies in accordance with the Act,
approve for funding those projects proposals that are consistent with this Act and send funds to

the respective constituency fund account of the approved projects;

d. Co-ordinate the implementatton of projects at the inter-constifuency level;

e. receive and address complaints that may aise from the implementation of the Act;

f. Encouragebestpractices in the implementation of projectq and

8. Administer the funds and assets of the Board in such manner and for such purpose as shall
promote the best interest of the Board in accordance with the Act to ensure efficient
mana3ement of the Fund.

Upon appointment, the Board members are undertaken through induction training, besides being
sponsored to attend Sovernance related trainings, lasting not less than one week. The current
Board members attendedtraining on the Code of Governance of State Corporations (Mwongozo).

During every meeting of the Board, all directors are required to declare conflict of interest and
recorded in the minutes. The Board maintains a conflict of interest register as rcqufued, by
Leadership and lntegrity Regulations, 2015. Regarding Board's remuneration, Directors are paid,

sitLing allowances whenever they attend a meeting or any other Board's function. While attending
Board's functions outside the station, Directors are paid Da|ly Subsistence Allowances in
accordance with prevailing rates. In terms of Governance Audit, Mwongozo requires that the
exercise should be conducted once every year. The exercise can only bd, facllitated by acuedited
officers. During the year under review, no governance audit was undertaken as there were no
accredited SoYernance auditors. This fact was well communicated by SCAC. The Board shall,
however, continue to observe and enforce set governance standards in its operations. The Board

shall continually improve its pefiormance with a view to achieving the strategic objectives,
effectively and efficiently.
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vIL TUANAGEMENT DISCUSSION AI{D AT.IALYS$

Fmds Dishrsements

pursuant to section 94 (1) of the NG-CDF (Amendment) Act of 2076, the Board allocated all290

constituencies an equal share of the Kes. 28.48 National NG-CDF kitty. As at the time of reportinS,

g4.gTo/o (Kes. 24.15 Billion), of the National allocattonhadbeen disbursed to the constituencies. 87

consfituencies were fully funded while a further 148 constihrercies received between 600/o and

ggo/o of their Fy 2OlT / lB allocated amount. The remaining 55 constituencies received atleast 4Oo/o

of their 2017 /'18 funding.

Table 1: Disb,urrments F'I 2017/18

I 100% Funding

a60-99% Funding

a40-59% Funding

figure 1: % tbnding RoceiYedby Cottstifircncies

4r32t +a7,24,15sfr48ft13
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Ivlqior rislc facing NGCDF

The Board through risk management unit has established risks the fund faces. This figure below
provides a svmmary of the top 10 risks that National Government Constituency Development Fund
(NG-CDF) faces.

F ailure to apply C-DFl,/llS in Project management acti

Stalled/lnc omplete devolved prolects

Reallocation of funds from ongorngrneedy proje,:ts

lnadequate staff at the district treasury

Frequent negative publicihj in th€ media

Financial abuse on ,:ompensatron of benefits

Delav in submission of projects proposals hry CDFCs.

Delay I non implementation of audit rE,tommendations

Complex Reports

CDFCs li4&E committee and Project monitoring staff

q)
E
6!
-tltE

0 r0 l5
lR Value / Rfl Value

20 AE

Figrue 2: Ovemll top 10 risks
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Statutory requirements

The Board is currently implementing the code of Sovernance for state corporations (Mwongozo)

especially chapter 3 which deals with accountabllity, risk management and rnternal control. It has

established a risk department unit and integrated risk management in most of its operations. The

Board in its policy statement has made a commitment to operate a Quality Mana3ement System in

accordancewith ISo goO'l:ZO'15 international standard with focus on provision of quality services.

Additionally, the Board has complied with all tendering and procurement requirements as laid out

by the public procureme nt and Asset Disposal Act of 20'15. ln 2017 / 20 1 8 FY the Board allocated at

least 3Oo/o of the of its procurement budget amounting to Kes. 37,030,'110.00 out of the

procurement budget of Kes. 1.2\A63,70O to youth, women and persons with disabilities. In

additron, the Board maintained and updated lists of registered suppliers, contactors and

consultants; and, submitted to PPRA a $tmmary of the procurement opporlunities awarded to the

target Sroups

fiSsIe 9: Summary of distribution of prosurement bufuet for 2Ol7 / 18 flt
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vIU. CORPORATE SOCIAT NESPONSEIUIY (CSD STAIEMEI.IT

The Board adopted a Corporate Social Responsibility (CSR) policy as part of mechanism to

encouragebestpractices in the implementation of projects as provided for in Section 16 (f)

of the NG-CDF Act,2ol\.

The objective of the NG-CDF Board CSR is to guide stakeholders in embractng requisite

values that encourage contrnuous improvement by demonstrating ideal approaches rn

project implementation that embrace the principles of community parttcipation, social

inclusion, environmental sustainability, excellence in quality of project implementation and

adherence to pertinent laws and government policies/guidelines.

In line with this, the NGCDF Board focuses on:

o Maintaining good environmental system that is suitable to the nature,, scale and

environmental impacts of its operations and related activities.

o MakinS environmental concerns as an integral part of its' planning and decision

making process by committing sufficient resources in order to implement effective

environme ntal and sustainability programs.

o Providing the necessary training for its employees to ensure that they have enough

knowledge and capacify to conduct operations in a manner that is consistent with
sound environmental practices while at the same time encouraging employees to be

involved in environmental action.

o Avoiding, minrmizing and mitigating any adverse environmental impacts caused by

its operations.

o Adopting the highest standards in all areas of operations, meetin g and exceeding all

relev ant requirements.

o Assessin g rts operafional activities and identtfying areas where it can minimize waste

and negative environmental impacts through careful and efficient use of all

materials and energy by promoting the use of environmentally friendly technologies.

o Promoting environmental awareness among its employees by encouragjng them to

work in an environmentally responsible manner.

o Continually assessing the environmental impact of all its operations.
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Fundable projects under the CSR programme are those that meet the eligibility criteria as

per the law governing NG-CDF. The above notwithstanding, eligible projects under the

CSR programme are reqaired to meet the following crrteria;-

a) Community based projects addressing the needs of a wide cross section of inhabitants

of a particular area;

b) Projects addressing National Government mandates as outlined in the Fourth Schedule

of the Constitution of Kenya;

c) Activities focusing on persons with special needs with a view to promoting equal

opportunities to all persons;

d) High impactprojects to the community for optimalvalue for the allocated funds;

e) lntegration of environmental/tree plantingprogramme into the facilities proposed for

support under the NG-CDF Board CSR programme.

O Incorporatiron of projeclcomponentrwhich include rcquirite a.ccesliorlesi, equipmgnt

and safety installations (such as fire extinguishers, lightnrng arresters, emergency exits

amoig ot-hbr apptrcahlE componenf$ F fairt:fia-ie lmmediate aTd s.ifre rrse zfter-

handover;

g) The design should cater for the needs of all users including persons with special needs,

such as access ramps for wheelchair users; separate sanitation facilities for persons of

all gender, underage persons and persons with disability must be rnciuded in the

project design.

h) The projects must comply with pertinent laws, regulations and government

policies/5;uidelines including recommended designs and requirements for specific

facilities e.g. dormitories, classrooms, libraries among others.

In the financial year 2077 / 2078, the Board approved projects proposal under the CSR programme

for twerrty five (25) constituencies drawn from various parts of the country.
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The NGCDF Board recognizes its responsibility of being environmentally responsible by complying

with all environmental laws at all phases of its activifies. The Board is responsible for ensuringthat

the policy on environmentaT sustainability is implemented and that the natural and man-made

resources are protectedthrough the implementation of proachve environmental programs.

To achieve the 2077-20'18 objecfives, the Board undertook several activities aimed at enhancing

environmental educatton, awateness and Sensitization on environmental sustainabilify relevant to

the insfitutional mandate. The Board carried out environmental activities in the following counfies:

Narok - Narok Easf Narok West, Narok South constituencies; Laikipia - Laikipia North and

West constituencies; Kiambu - Kiambaa constituenry; Makueni - Makueni constituency.

Baringo - Eldama Ravine constituenry.

The Board also participated in Chemususu Dam Half Marathon in Eldama Ravine

constituency and undertook tree planting, conservation using biogas at Poror High School.

Somc of tllc C-oreolrlt. Social nesponstitity Projects

Construction of Chie,fs office andAP Camp in
Moiben @nstificncy
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Inyo Secondary School - Constructim of 2 classrooms, 50 desks, 4 door toilet
and a fence inTurkana Central Constituency
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Dt RE?ORIOTTTIEDIRECTORS

The Directors submit their report together with the audited financial statements for the year ended

June 30, 2078, which show the state of the NGCDF Board affairs.

Principal activities

The principal activities of the Board continue to be:

(a) Ensure timely and efficient disbursement of funds to every constituencyl
(b) Ensure efficient management of the Fund;

(c) Consider project proposals submitted from various constituencies in accordance with the

Act. Approve for funding those projects proposals that are consistent with this Act and send

funds to the respective constituency fund account of the approved projectsl

(d) Co-ordinate the implementafion of projects at the inter-constituency level;

(e) Receive and address complaints that may arise from the implementation of the Act;
(f) Encourage best practices in the implementation of projects;

G) administer the funds and assets of the Board in such manner and for such purpose as

shall promote the best interest of the Board in accordance with the Act to ensure

efficient management of the Fund; and

(h) Perform such other duties, as the Board may deem necesmry from time to time for the

proper management of the Fund.

nesults

The results of the enfity for the year ended June 30, 2078 are set out on page 29 to 46 of this report

Directors

The members of the Board of Directors who served during the year are shown on page 8-9 of this

report.

Auditors

The Auditor General is responsible for the statutory audit of the entity in accordance with Article
229 of the Consfitution of Kenya and the Public Audit Act ZO1S.

Corporate Secretary

Nairobi

Date:.
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X STATEMENTOTDIRECTORS,RESPONSIBILMES

Section 8l of the Public Finance Management Act, 2012, section 14 of the State Corporations Act

and Secfion gg @) of the NGCDF Act 2O't5 require the Directors to prepare financial statements in

respect of NGCDF, which gtrve a true and fair view of the state of affairs of the NGCDF at the end of

the financial year/period and the operating results of the NGCDF for that yeat/petiod. Tlte

Directors arc also rcquired to ensure that the NGCDF keeps propet accovnting records which

disclose with reasonable accuracy the financial position of the NGCDF. The Directors are also

responsible for safeguarding the assets of the NGCDF.

The Directors are responsible for the preparatton and presrcntaion of the NGCDF's financial

statements, which gqve a true and fair view of the state of affarrs of the NGCDF fot and as at the end

of the financialyearended,onJune gO,zOTS.Thisresponsibilityincludes: (i) maintainingadequate

financial management arrangernents and ensuring that these continue to be effectle throughout

the reporting period; (ii) mairrtaining propcr aucuurtlirtg records, which disclosc with rcasonablc

accuracy at any time the financial position of the NGCDF; (iii) designing, implemening and

maintaining internal controls relevant to the preparation and fair presentation of the frnancial

) ^.^^---:..^- rL^r eL^., ^-^ l-^^ l-^^ aa+asiaI aiso{atamar{c rrzhefher Anc ta Ff|".^1' df
StaaErtlCritD, 4rtt'4 ulrJ4l uL4- LLtqL lrrwJ 4av rrvv rrvrr^

fraud; (iv) safeguarding the assets of the NGCDF; (v) selecting and applyrng appropiate

accounttng policies; and (vi) making accounting estimates that ate reasonable in the

circumstances.

file pirectois acce-piEsponsibility foftIE NcCDFs -fiianCiil statem?n@ w7'tffihav-€bienprepatEd

using appropiate accounting policies supported by rcasonable and prudent judgements and

estimates, in conformity with International Public Sector Accounting Standards (IPSAS) acctual, and

in the manner required by the PFM Act and the State Corporations Act. The Directors arc of the

opinion that the NGCDF's financial statements gSve a true and fair view of the state of NGCDF's

transactions dunng the financial y'ear ended June gor 2078, and of the NGCDF's financial posifion as

at that date. Tlrte Directors further confirm the conrpleteness of the accounfing records maintained

for tlre NGCDF, wlich have beerr relied upon in the preparation of thc NGCDF's financial statements

as weil as tite adequacy of tire systems of itrternai iinanciai controi.

Notlring has come to the aftention of the Directors to indicate that the NGCDF will not rcmain a

going concern for at least the next twelve months from the date of this statement.
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epprovat of firc financial dahrrcnts

The NGCDF financial statements were signed on behalf of the Board by:

Iorph Mukrd

Boardlvtmbcr

Yustrf lMlxrrro

dg. Oricf Exccutivc Offrccr

PollyMaingi

Hcadof tlnancc

ICPAKNo:5,427

a
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REPUBLIC OF KENYA

Telephone: +25 4-20-342330
Fax: +254-20-311482

li;s:il;:ffii3Hfi:-:"

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND BOARD FOR THE YEAR ENDED 30 JUNE
2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financialstatements of set out on pages 29 to 46, which
comprise the statement of financial position as at 30 June 2018, and the statement of
financial performance, statement of changes in net assets, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln 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 National Government Constituencies Development
Fund Board as at 30 June 2018, and of its financial performance and its cash flows for
the yearthen ended, in accordance with lnternational Public SectorAccounting Standards
(Accrual Basis) and comply with the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Unsupported expenditure

1.1. Unsupported Corporate Social Responsibilities

The statement of financial performance reflects general expenses balance of
Kshs.584,678,158.00. which as per note 10 of the financial statements includes a figure
of Kshs.217 ,617 ,644.00 relating to Corporate Social responsibility.

lncluded in the expenditure of Corporate Social responsibility of Kshs.217 ,617 ,644 is an

expenditure amount totaling Kshs.78,132,400 which had no supporting documentation.
Consequently, it was not possible to confirm the propriety for the expenditure of
Kshs.78,132,400 included in the statement of financial performance under general

expenses.
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1.2. Unsupported Adjustments

The management submitted financial statements to the Auditor-General on 28 September
2018 which was revised and another set submitted on 26 February 2019. However, the
movements in the balances noted in some of the components as detailed below were not
supported by any documentation or supported adjustments.

Under the circumstances, the accuracy of the financial statements for the year ended 30
June, 2018 could not be confirmed.

1.3. Unsupported Gontracted Services

The statement of financial performance for the year ended 30 June, 2018 reflects
contracted services figure of Kshs.27,699,963. lncluded in this balance of contracted
services figure of Kshs.27,699,963 is expenditure amounting to Kshs.341,975 (Note 9)
whose contract and other relevant documentations were not availed for audit review.

Consequently, the propriety of the expenditure of Kshs.341,975 on contracted services
included in the financial statements could not be confirmed.

1.4. Unsupported Board Expenses

The statement of financial performance and note 6 to the financial statements reflects
Board expenses figure of Kshs.8,755,505 . lncluded in this balance of Board expenses
figure of Kshs.8,755,505 is expenditure amounting to Kshs.649,200 that was not
supported yvith payment vouchers and related doculments.

Con'sequently, the propriety of the expenditure of Kshs.649,200 on Board expenses could
not be confirmed.

Further, included in board expenses of Kshs.8,755,505 is a payment to two board
members of Kshs.40,000 which was wrongly paid out as Kshs.160,000, resulting to an
overpayment of Kshs.120,000 which has not been recovered. As a result, the accuracy

Report of the Auditor-General on the Financial Stdlements of National Governmenl Constituencies Developmenl
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Gomponent

1st Financial
statements

Kshs.

Revised financial
statements

Kshs. Variance
General expenses
General office supplies 15,597.182 15,583,175 14,007
Medical, cleaning,
membership, leqal, parking

20,740,722 22,194,537 (1,435,815)

Cash and cash equivalents
Coop Bank 1,502,782,497 1,502,721.471 61,026
Receivables
lnsurance 71,690,057 70,365,859 1,324,198



of the board expenditure of Kshs.8,755,505 reported in the financial statements could not
be confirmed.

ln view of the foregoing, it has not been possible to ascertain the accuracy and
completeness of the financial statements for the year ended 30 June 2018.

2. Cash and Cash Equivalents

The statement of financial position as at 30 June 2018 reflects cash and cash equivalent
balance of Kshs.1,502,721,471. However, the following unsatisfactory issues have been
observed:

(i) Cooperative Bank Account

lncluded in the bank reconciliation statement for cooperative bank are payments in the
cashbook not in the bank statements totaling to Kshs.9},272,821.04 for which cheques
totalling Kshs.55,747,834.60 were later cancelled and reversed back without proper
explanation and supporting documentation.

(ii) Kenya Commercial Bank (KCB) Account

The figure in the financial statements for KCB bank account is Kshs.5,435,664 which
differs with the reconciled cashbook balance as at 30 June 2018 of Kshs.38,052,848
resulting to an unreconciled variance of Kshs.32,617,184.

The above variance is in respect of monies fraudulently withdrawn from the Board's KCB
bank account in the year 201112012 which has not been recovered to date. lt is not clear
how the amount was cleared from the reconciliation.

(iii) Equity-Gratuity Account

The statement of financial position and note 11 to the financial statements reflects cash
and cash equivalents figure of Kshs.1,502,721,471.lncluded in this cash balance of
Kshs.1,502,721,471 is Equity gratuity money balance of Kshs.1 10,786,072 which had an
opening balance of Kshs.79,259,177. During the year under review, a provision of gratuity
was made and an amount of Kshs.60,598,759 was sent to the gratuity account at equity
bank. However, this block figures for provision of gratuity, the payments made during the
year and closing balance have not been analyzed and submitted for audit review.

ln the circumstances, the accuracy and correctness of the equity-gratuity bank balance
of Kshs.110,786,072 as at 30 June 2016 could not be confirmed.

(iv) Dormant Bank accounts

The following bank accounts maintained by the CDF Board remained dormant during the
year;

Report of the Auditor-General on lhe Financial Statements of National Government Constituencies Development
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Bank Name
Balance as at 30 June 20'18

Kshs.
KCB(ESP) 32,506,625
ABC(current) 371
Equity 415
SBM-Chase 332,522,667
Eco(Current) 2,938.601
Total 365,033,017

No explanation has been provided why these bank accounts remained dormant during
the year and why action has not been taken to close them down to avoid incurring
unnecessary running expenses.

ln consequence, it has not been possible to confirm that the cash-and-cash equivalents
balance of Kshs.1,502,721,471 is fairly stated in the financial statements.

3. Wrong Charge and Misclassification of Expenses

3.1 The following amounts were charged wrongly to repair and maintenance of furniture
as tabulated in the table below;

The inconsistency in charging the expenditures to wrong expenditure account class
undermines the accuracy of the financial statements and renders budgeting meaningless.

As a result, the propriety and validity of the expenditure of Kshs.17,641,603 could not be
confirmed.
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Expenditure Account
Charsed

Correct account to be
charqed

Expenditure Amount
Kshs.

Repair and Maintenance of
furniture

Repairs and maintenance of
Computers

2,430,000

Repairs and Maintenance
of furniture

Repairs and maintenance of
Computers

353,220

Repairs and Maintenance
of furniture

Repairs and maintenance of
Computers

1,055,300

Repairs and Maintenance
of furniture

Repairs and maintenance of
Computers

1,160,000

Repairs and Maintenance
of furniture

Repairs and maintenance of
Computers

489,752

Repairs and Maintenance
of furniture

Repairs and maintenance of
Computers

2,430,000

Board expenses Daily subsistence allowance 307,400
Actinq allowance Daily subsistence allowance 1,002,400
Temporary employees Housinq allowance 9.723.331
TOTAL 17,641,603



4. Employee costs

4.1 Variances between the Ledger and Financial statements

The statement of performance for the year ended 30 June 2018 reflects employee costs
figure of Kshs.832,559,413 which, when compared against the lntegrated Personal
Payroll Data (IPPD) report on the same of Kshs.841,727,361.80 results in unreconciled
variance of Kshs.1,845,434 which has not been explained.

Expenditure
Balance for F/S

(Kshs.)
Balance for IPPD

(Kshs.)
Difference

(Kshs.)
Basic Salary 349,594,535 349,240,513 354,022
TotalAllowances 357,210,569 375,375,935 (21,165,366)
Temporary Employees 19,237,414 9,514,082 9,723,332
NSSF Emplover 875,000 800,370 74,630
Gratuitv 105,641,895 103.796.461 1.845.434
TOTAL 832,559,413 841,727,361 (9.156.948)

Further, the payroll forthe year under review contains an amount of Kshs.20,061,185
classified as payroll arrears. lt is not clear how the arrears were computed, the period to
which they related to, payees and type of earnings paid out.

ln the circumstance, it has not been possible to confirm the expenditure on employee
costs of Kshs.832,559,413 included in the statement of receipts and payments for the
year ended 30 June 2018.

5. Property, Plant and Equipment

The statement of financial position and note 13 to the financial statements reflects
Property Plant Equipment figure of Kshs.97,283,759 which includes additions during the
amounting to Kshs.7,580,899. However, during the year under review, the Board and
awarded the contract amounting to Kshs.3,913086 for partitioning of Board offices at
Harambee Co-operative plaza 6th Floor. The payment of Kshs.3, 913,086 was paid
before the end of the financial year but the same was not included in property, plant and
equipment additions schedule presented for audit verification. The expense account
where the payment was captured could not be identified.

Consequently, it has not been possible to confirm that the accuracy of property, plant and
equipment balance of Kshs.97 ,283,759 in the financial statements statement for the year
ended 30 June 2018.

6. lntangible Assets

Utilization of National Government Constituency Development Fund Management
lnformation System

The Board entered into a contract with a Consultant for the supply and implementation of
an integrated CDF Management lnformation System (CDFMIS) at a contract sum of
Kshs.34,800,000 on 31 August 2010.
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The major objective of the system was to implement an integrated CDF Management
lnformation System (CDFMIS) across all the departments and at the constituency level.

The system has modules which include programmes, Finance, legal services, corporate
planning strategy, audit, communication and procurement. The only department that is
partially utilizing the system is the programmes department.

Further, an amount of Kshs.10,536,800 was spent to train fund managers on use of the
projects module of the MIS in Eldoret.

The secretariat programmes and finance staff were trained in February 2018 on use of
the projects module of the MlS. Details on the cost that was incurred for the training in

Naivasha was not availed for audit verification.

Despite all the investment in the cost of purchase, maintenance and training, the
integrated CDF Management lnformation System (CDFMIS) largely remains
underutilized since 2010 and hence the CDFMIS has not been put in proper use as
intended by the Board. No explanation has been provided why the system has not been
fully implemented.

Further, the application has been included in the intangible assets but at historical cost of
Kshs.11,332,835 instead of the contract amount as at 30 June 2018.

Consequently, the accuracy and completeness of intangible assets balance of
Kshs.5,548,189 as at 30 June 2018 could not be ascertained.

7. General Expenses - Training

The statement of financial performance reflects an amount of Kshs.585,987,958 in

respect of general expenses that includes Kshs.57,778,746 in respect of training
expenses. The training expense includes an amount of Kshs.10,536,800 paid during the
year under review to train fund managers on use of the projects module of the
management information system but the system is still not in use. The basis of selection
of the trainer who was different from the system implementation consultant was not
availed for audit verification.

ln addition, the secretariat programmes and finance staff were trained in February 2018
on use of the projects module of the system but details of how the trainer was identified
and procured and the cost incurred for the training were not availed for audit verification.

Consequently, there is no evidence that the Fund has received value for money in the
procurement of the integrated CDF Management lnformation System (CDFMIS) despite
allthe investment in the cost of purchase, maintenance and training. No explanation has
been provided why the system has not been fully put into use.

8. Prior Year Matters

The following issues in the audit report for financial year 201612017 are yet to be
addressed and resolved by Management.
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8.1 Cash and Cash equivalents

The statement of financial position as at 30 June 2017 reflects cash and cash equivalent
bafance of Kshs. 1 ,564,762,1 10. However, the following unsatisfactory issues have been
observed:

i) The bank reconciliation statement as at 30 June 2017 for KCB Bank Account
has long outstanding payments in the bank statements and not reflected in
cash book amounting to Kshs.32,589,080.60. The details of these payments
are as indicated below;

An amount of Kshs.32,585,558 in respect of monies that were fraudulently
withdrawn from the Board's bank account in the year 201112012 and has not been
recovered to date.

o

a A bank reconciliation error dating back to year 2007 of Kshs.3,522.45 that has
never been investigated or resolved to date.

ii) The cash and cash equivalent balance of Kshs.1,564,762,1 10 also include an
amount of Kshs.332,537,617 held at Chase Bank Limited as an investment.
However, Chase Bank Limited was placed under statutory management by
Central Bank of Kenya on 7 April 2016 and the realization of this amount is
contingent upon the bank reverting back to its normal operations.

Consequently, it has not been possible to confirm the accuracy and validity of cash and
cash equivalent balance of Kshs. 1 ,564,762,1 10 as at 30 June 2017 .

8.2 Trade Payables

Trade and other payables balance of Kshs.124,173,750 as reflected in the statement of
financial position excludes a brought forward liability of Kshs.14,917,200 in respect of
Stimulus Project Management Committee (SPMCS) and Constituency Project Tender
Committee (CPTCS) which were operating under the Economic Stimulus Programme
(ESP). No documentation has been provided in support of the authority to write off the
liability. Consequently, the payables balance of Kshs.124,173,750 as at 30 June 2017 is
not fairly stated.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of in accordance with ISSAI 30 on Code of Ethics.
! have fulfilled other ethical responsibilities in accordance with the !SSAI and in

accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.
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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. Except for the matter(s) described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

1. Unaccounted and Unutilized Procurements

1.1. Purchase and Payment for Undelivered Motor Vehicles

During the year 201712018, approved procurement plan for National Government
Constituencies Development Fund Board for the purchase of motor vehicles was
Kshs.24,000,000 , while the budget for the board shows that the Board will utilize
Kshs.40,000,000 to purchase new motor vehicles for the nine regional offices. However,
only four motor vehicles were purchased at a total cost of Kshs.37,544,600 resulting to
unplanned variance of Kshs.13,544,600 contrary to Section 53. (2) of Public Procurement
and Asset Disposal, 2015.

Further, the payment of Kshs.37,544,600 was made to Toyota Kenya on 30th June 2018
before the delivery of motor vehicles contrary to government regulations governing the
purchase of motor vehicles.

No explanation has been provided for not complying with the law.

1.2 Purchase of Televisions

lncluded in additions of furniture fittings and general equipment are three televisions that
were bought at Kshs.1,907,000 for the boardroom. Details on why three televisions were
acquired for the boardroom as opposed to one television were not provided. Further, the
price at which each TV was acquired do not reflect fair market price in accordance with
fair competition and value for money.

ln view of the foregoing, the propriety and validity of the expenditure could not be
ascertained.

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 matter described in the Basis for Qualified Opinion section of
my report, I confirm that, nothing else has come to my attention to cause me to believe
that public resources have not been applied laMully and in an effective way.

Report of the Auditor-General on the Financial Slatements of National Government Constituencies Development
Fund Board for the year ended 30 June 20 I I
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The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Qualified Opinion
section of my report, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

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 Financial Reporting Standards/lnternational
Public Sector Accounting Standards (Accrual 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
governance.

ln preparing the financial statements, management is responsible for assessing the
Board's ability to continue as a going concern/ sustain services, disclosing, as applicable,
matters related to sustainability of services and using the applicable basis of accounting
unless the management either intends to cease operations of the Board, or have no
realistic alternative but to do so.

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.

ln 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 financial reporting
process, reviewing the effectiveness of how the Board 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.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund Boardfor the year ended 30 June 2018
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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 lSSAls 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.

ln 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, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7 (1) (a) of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. 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 noncompliance. 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 lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify 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

a

Reporl of the Auditor-General on the Financial Stalemenls of National Government Constituencies Developmenl
Fund Boardfor the year ended 30 June 2018
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fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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 ability to continue as a going concern or to sustain its services. lf I conclude that
a material uncertainty exists, I 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 to cease to continue as a going concern or 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 to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

I 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.

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

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

09 July 2019

Report of the Auditor-General on the Financial Slatements of National Government Constituencies Development

Fund Boardfor theyear ended 30 Jttne 2018
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NGCDF BOARD (SECRETARIAT) FINANCIAL STATEMENTS FOR THE 
'TEAR 

ENDED SOMJUNE 2OI8

xI. STAIIMENT Or FINAI{CIAL pmrORrv{ANCE TORTITE YEAR H{DED SOIT NE 2018

29 lP age

,

2017/2018 2016/2017

Revenue from non-exclra4ce transactions Kes Kes

Capital Grants from the Fund 3 1,325,O00,000 1.250.000,000

Rcvenuc frsnr excha4ge fansactiqrs
lnterest Earnings 4 35,O45,76"1. 64.429,842

Other Income 4 2,OOO 75,400

35p47,761 u,805J/tz
TfiI renenuc 1,960,047,761 1.914,506242

Fxrcnres
Employee costs 5 832.559.413 803,385,224

Board Expenses 6 8.755,505 18.972.384

Depreciation and Amortization expense 7 24.906,903 30,946,669

Repairs and maintenance 8 15,'1.53,477 1.3.483,380

Contracted services I 27,699,963 22.615,138

General expenses 10 584,678,158 669,O43,550

Total expenses 1,493,733A19 1.558,446,945

@efrcit)/Surplus before Taxation (199,705,658) (243.941,102)

Taxatim (Exempt) 27

(Defrcit)/Surplus for the period (193.705.658) (%13,941,102)



NGCDFBOARD (SECRETARIAT) FINANCIAL STATEMENTS FOR THE }ryAR ENDED SOHJUNE 2018

)ur STATEMENT Or HNAr{CIAI pOSmON A^S AT SOrI{I.,NE 2018

The Financial Statements set out on paSes 29 to 45 were sigrred onbehalf of the Board of Directors

by

JosephMuhri
BoardMember

Yttsuf Mb,uno

dg. Orief Fxecutive Offrcer

PoIIyMaingi

Head of Ftnance

ICPAXNo:5427

,"*-rild-gDate trJzJrl

Assots Notes 2017/2018 2016/2017

Arrent assets Kes Kes

Cash and cash equivalents 11 1,502,721,471 r,564.762.110

Receivables 72 1,30,O28.779 93.390.661

1.632,760260 1.658.152.772

Non-swrent assets

Property plant equipment 13 97.283.759 1,t3"445.403

Intancible Asset 1.4 2.718.613 3.883"733

l@.o02.372 I17.329,136

Total asscts 1.732.752.629 r.775A81.901

Liabilities

Cmrent liabilities

Payables 15 147,192,700 130.355.319

Employee benefit oblication 76(€.) 4,O72,867 5.046.949

751.265.567 1,35AO2.268

Nm-crrment liabilities

Non-current employee benefit oblication 16(b) 143.672.256 68,559.782

743.672.256 68,559.182

Total liabilities 294.937A29 203-961-449

Net asscts 1.437-a[43,OO 1-571-S20A5a

Rcprere,ntedbry

Accumulated Reserves 1.437.a[4AOO 1-871-520A5a

30 lPage
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NGCDF BOARD (SECRETARIAT) FINANCIAL STATEMENTS FOR THE YEAR ENDED gOH IUNE 2018

)gtr. stAlIMEIT Or CIIANGES IN NET ASSETS H)R TIIE rAR EI{DD SO I.,NE 2018

Revenue reserve resulted from savings/undet absorpfion of funds accumtlated from the previous year.

Revprure Resrye 2017/2018 201612017

Kes Kes

Reserves atthe Beginning of the Year 1,571,520,458 l#8,012,712

(Deficit)/Surplus for the Year (133,705,658) (243,947,702)

Prior year adiustments (32,551,1,52)

Reserves at the End of the Year 1A97,814,8OO l,57l,82OA5E
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)(IV. STAIEMENT OF CASHHOWS FOR.THE Y-EARET.IDED SOTIIJI.JM 2OI8

2017/2018 2016/2077

Kes Kes

Suqrlus for the year (133,705.6s8) Q43.941-702\

Add D epreciation & Amortization 24.906.903 30,946,669

Cash filom Operatins Astivities (J08.798.7541 Q12,994A33)

Cha4ges in Working Captlal

Increase inPayables 15 76,837.381 66.310.167

(Decrease) / Increase in Employee benefit oblication t6(a) @74.O82) (988.O00)

(Decrease) / Increase in Non - Current Employe e obligation 16(b) 75,173.074 (114.280.609)

Receivables 12 (36.638.118) (18,898,5r 5)

Net Cash ftow Uscdin Operatirg activities 54.398.255 (67956,958)

Cash flow from Investirg activities

Purchase of Property Plant Equipment 73 (7,580,140) QO.822"976\

Net Cash flow Usedin Investinc activities (7,580.r40) e0a22.9761

Net (Decrrease) llnc*ax, in CaEh & Cash equivalents (62.O40.639) (301,674,367)

Cash & Cash Equivalent at start of the year l.56/.762.110 1.898.987.6S0

(prioryear) 1.7 G2.551.152\
A4iusted Cash & Cash E4tivalent at the staf,t of the year 1,564,762.1!0 1.866496.478

Cash & Cash Equivzlent at etrdof the year 11 1.502.721.471 1,564,762.110
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NGCDF BOARD (SECRETARIAT) TINANCIAL STATEMENTS FOR THE YEAR ENDED 3A7] IUNE 2018

NOTES TO TTIE TINAI{CIAI STAIT.MENTS

Following discussions we held with the Public Sector Accounting Standards Board, the NGCDF Board has

prepared two separate statements for the Board Seqetanat (5o/o alTocation) and the Fund Account at

Central Bank of Kenya (CBK).

In effect, the Board Secretariat (5o/o alTocatton) financial statements together with the. financial statements

for each of the 290 constituencies (95o/o allocation) constitute mirror statements for the CBK Fund

account f rnancial statements.

1. Statement of cnmpliancr witlt IPSAS

The NGCDFTs financial statements have been prepared in accordance with and comply with International

public Sector Accounting Standards flPSAS). The financial statements arc presented in Kenya Shillings

(Kes), which is the functional and reporting currency of the NGCDF and all values are tounded to the

nearest shilling. The accounting policies have been consistentty appliedto all the years presented.

Thc financial statcmcnts have been prepared on the basis of historical cost, unless stated otherwise. The

cash flow statement is prepared using the indirect method. The frnancial statements are pteparcd on

accrualbasis.

2. Summary of significant accornting policies appheA

a) Rsw,flue ltcormitim

Transfcrs frrom other government entities

The receipts/revenue of the Fund consists of at least 2.5o/o of the total annual otdinary revenue the

Government collects in a financial year. Revenue for the secretariat is 5% of the Fund's total allocatron

andthe re.maining 9S7o is disbursed to constituencies to fundvarious development projects andtreated

as grants to constituencies.

Revenrre is reco.gnized once thc National Budget has been approved by Parliament.

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 caruying amount. The

method applies this yield to the p{ncipal outstanding to determine interest income each period.

b) BudEet information - IPSAS 24

The annualbudget rs prepared on the accrualbasis, that is, all planned costs and income are presented in

a single statement to determine the needs of the NGCDF. As a result of the adoption of the accrual basis

35 lPage
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for budgenng purposes, there are no basis, timinS or NGCDF differences that would require

reconciliation between the actual comparable amounts and the amounts presented as a separate

additional financial statement in the statement of comparison of budget and actaal amounts.

c) Property, plarlrtaadequ:ipment- IPSA^S 17

All property, plant and equrpment are stated at cost less accumulated depreciation. Cost includes

expendifure that is directly attributable to the acquisition of the items. Reducing balance method is used

in calculating depreciation using the following rates:

d) Inta4gible assets - IPSAS 31

lntang;ble assets acquired separately are inittally recognized at cost. The cost of intang1ble assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following inittal

recognition, rntarrg1ble assets arc carried at cost less any accumulated amortizatron and accumulated

impairment losses. The intangible Asset is the NGCDF MIS (Management lntegrated System) which is an

Enterprise Resource Planning (ERP) tool developed for the Board.

e) Emplryee benefits - IPSAS 25

Retirement benefit plans

Employees of the Fund's Secretadat arc either on secondment from various ministries or are employed on

contract terms and thercfore accrue pension / gratuity obligations. The pension/ gratuity obligations for

the staff members are calculated and paid monthly to a separate bank account opened for the purpose

with Equity bank. Monthly payments are made to the Pensions department for those on secondment.

36lPage

Asset category Rate of depr eciation / amorttsatron

1 Motor vehicles 25o/o

2. Computers equipment 30o/o

3. Furnifure, Fittings and general equipment 72.5o/"

4 lntangqble assets 3Oo/"
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fl Comparative frEures

Where necessary compatative figures lor the previous financial yeat Ltave been amended or

reconfigured to conform to the required changes in presentation.

g) Estimates and assumptions

The key assumptions concernin g the future and other key sources of estimation, uncertainty at the

reporting date,thathave a significant risk of causing a material adjustment to the caruytng amounts of

assets and liabilities within the next frnancial year) are described below. The NGCDF based its

assumptions and estimates on parameterc available when the financial statements were prepated.

However, existing circumstances and assumptions about future developments may change due to market

changes or circumstances arising beyond the control of the NGCDF. Such changes are rcflected in the

assumptions when they occur. IPSAS 1 .140

h) Provisions

Provisions were raised and management determir,ed an estimate based on the information available.

These are mea$tred atthe management's best estimate of the expenditure required to settle an obligatron

atthe reporting date.

j) nisk lvtanag;ement Policies - IPSAS 90

This standard requires disclosure of information about the nature and extent of risks arising from

frnancial insffuments which includes qualt{yue qn! monetary disclosures abott to each class

of risk and how those risks are managed separately for liquidity , uedit and market risk.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other

partyby fallingto discharge an obligation.

The Board held in various banks Current account balances Kes 7,502,72'11477 as at 30th June 201.8

which exposes the Fund to credit risk. The Board's investment policy requires that deposits should be

held in commercial banks that meet all the Central Bank of Kenya regulatory requirements. Regular

fin-a.ncia.l appraisals of fhe hanks fo evaluate their strengths are carcied out.

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with

financial liabilities that arc settled by delivering cash or another frnancial asset.The Board had payables

of Kes 147,192,700 to suppliers and Kes 143,C,72,256 provision for Non - Current Employee benefit

obligation Gratuity) for employees as at SOth June 201,8. As per Sovernment financial procedures and

regulations, the Board does not enter into financial commitments for which funds have not been
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received. Further, stringent vote control procedures ensure funds committed for a pafticular purpose

whose obligafion has mateialised are not utilized for any other purpose.

k) Receivables

Outstanding imprest at year end is rccognized as sundry debtors. Imprest is managed as per government

financial regulations and procedures. Receivables include the sundry debtors and prepayments.

m) Subsequent event - IPSAS 14

There have been no events subsequent to the financiaT year-end with a significant impact on the

financial statements for the year ended 30 June,2078.

3. Revenue from noar-exchange
transactions

Darr.
Received 2017/2018 Date

Rcceived 2016/2017

Capital Grants from the Fund 30.01.2018 732,22O,0O0 29.17.2076 1,25O,000,000

16.O5.201,8 513,30O,000

06.06.2078 679,48O,O0O

Total 1,325,0OO,00O 'l.r25O|OOO,OOO

4. Revenue from Thansactioas 2017/2018 2016/2017
Interest 35,O45,761 64.429"842
Other Income 2,OOO 75.400
Total 35,O47,767 64,505,242

5. Employee Costs 2017/2018 2016/2017
Personnel Emoluments 349,594.535 334,926,695
Other Personnel Emoluments 357,210.569 357,030,471
Temporary Employees 79.237.474 70.261.124
NSSF paid by employer 875.000 924.800
Non - Current Employee 105,641,995 1oo.342.145
Total 832,559,473 803,385,224

6. Boad 2017/2018 2016/2017
Allowances 8.361.650 16"530.544
Other 393,855 2,447,84O
Total 8,755,505 78,972,384
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2017/2018 2016/2017

27 963

7 and lltnofizanorr 2017/2018 2016/2017

Plant t 23,741,783 29.282,212

In Asset 7.165.'.120 7,664,457

Total 24,906,903 30,946,669

8. andlMaintenance

t 1,426,137 702,415

Vehicles 8,239,067 6.222,742

Furniture 5.488,272 6.558.223

TotaI 75,1,53,477 73,483,380

9. C-olnfracfrA Seryices 2077/2018 2016/2017

Contracted Services 27 "699,963 22,675,'t.38

Total 22,615,138

2017/2018 2016/2017IO. General
8"23r.O94 7,792,368Telephone. Electricity, internet & courier

oA r\o^ AOC
L=)vvvrvLv11 0f E AenI r.guu.T9,I raver uosr

170,928,777172,444,176Subsistence Allowance
'11,960,10214,389,505and

913,535925,795

/.v.ucc,l I bi6,002,040awareness and

----l4,6e2o.312
_z1JWg+

9,481.,3891 2 
'AA 

Rnnr UrAVvtvvvm--- J- -1- ----- ^-- I ^--1-:1^:r:^.^^i TAUC SITU\,V J'AIIL,I E,\IIIUTLTUITJ

12,605,47974,976,'1,36Rent
1 81 ,01 7 ,14957.778.746

70.303.9029.206,9s0Services
61.363,14064.220,072lnsurance
1 6,1 63,1 21

7,697,242

15,E93,175_

6,456,752
Ceneral Oftice Suppliers

Oils & Lubricants
20,046,89322,194,537membershi

584.678.i 58 bby,uzlJ,cDUTotal

11. Cash andcash 2017/2018

5.435.664

2016/zol7

KCB 38,O25,848

KCB 32"506.625 32,507,690

Bank 1,018,531,056 1,O79,480,997

ABC 377 7,O81

EQUITY 415 800
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-Gra 110 78 72 7 59 177
SBM -CHASE 332.522.667 332"529.877
ECO (current) 2.938.60'.l 2,950.701
Total r.502.727"471 7,564.762.1.70

l2.Receivables 2017/2018 2016/2017
debtors 20,722.842 31,209,549

Kenyatta National Hospital 250,000 250,OOO

Mater 300,000 300,000
Ltd 37.544.600

Amolo & Gachoka Advocates 845.478
Insurance 70,365,859 61,.631.1,1,2

Total 130,O28,779 93,390,661

1 9. Propetty, plant andcquipment 2Ol7 / 20lg
Motor

Vehicles
Computer

Equipment

Furniture,
Fittings &

General
Equipment Total

COST Kes Kes Kes Kes

01..o7.2017 123.6s8.356 141"172.939 97,569.604 362,3gO,ggg

Additions 2.O03.140 5,577.000 7,58O,14O

(Disposals)

Total 123.638.356 143.1,76.O79 1,03.146.604 369,961,O39

ACCUMULATED DEPRXCI-ATION

O1.O7.77 Accumulated b/f 93.139.310 775,740.594 40,055,593 248.935.496

for the 7.624.762 8,230.645 7,886.376 23.747.783

Accumulated 30.06.18 100.764"O71 123,971,.239 47,947.969 272,677,29O

NBV 30.06.201,8 22,874,295 79.204.839 55,204.635 97,283.759

NBV 30.06.2077 30,499.046 25,432,345 57.574.O71 11,3,445.403
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13. Property, plantand
2016/2017

Motor
Vehicles

Computer
Equipment

Furniture,
Fittings &

General
Equipment Total

COST Kes Kes Kes Kes

01.o7.201.6

Addifions

123,638,356 728,545,439 89,374,728 341.557,923

72.627,500 8,195,476 20,822,976

(Disposals)

Total 123.638,356 74'.1.172.939 97,569,604 362,380,899

ACCUMULATED DEPRECIATION
01.07.16 Accumulated
deprecianonb/f 82,972,961 104,841,018 31,839,305 219,653,284

Charce for the year 7O,1.66,349 10,899,576 8,216,287 29,282,212

Accumulate d D epreciation
30.06.1.7 93,139,3I O 115,740,594 40,055,593 248,935,496

NBV 30.06.2077 30,499,046 25,432,345 5'/,514,01I I13,445,403

NBV 30.06.201,6 40"665,395 23.704.421 57,534,823 127.904,639

I4.INTAI.IGIBL'E ASSET- NGCDF MIS

COST

2017/201E

Kes

11 3531,.O7.2017

11 5Total

Accumulated Amortisatron
ro27 301..07.77 Accumulated Amortisationb/f
7201 76for the

2Accurtrulated Arnortisation 3O.O6. 1 8
132 71NBV 30.06.20'18

o 3 733Nrlv 30.06.2017
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1 4.INTAI{GIBI.E ASSET- NCTCDT MIS 2016/2017
COST Kes

1.O7.2016 17.322.835
Additions
(Disposals)

Total 17 "322"835
Ac cumul ated Amorti sation

0 1.07. 1 6 Accumulated Amortisanon b / f 5,774,645
Charge for the year 7,664.457
Accumulated Amortisation 30.06. 1 7 7.439.1,02

NBV 30.06.2077 3.883.733
NBV 30.06.2016 5.548.189

15. Paf'ables 2017/2018 2016/2017
Accounts Payable 9,083,478 2.624.586
Corpor ate Social Responsibilities 1,24.392.964 720.251,,068
Corpor ate Social Responsibilifi es Retenfi on 13.716.257 7.479.665
Total 747,192,700 130.355.319

r6(a). Employee Benefit Oblication 2017/2018 2016/2017
Balancs at thebeg1nning of year 5.046.949 6,O34.949
Provisions ufilised (974.O82) (e98,OOO)

Balance at end of year 4.O72.867 5,046,949
16 . Non - Current benefit 2017/2018 2016/2017
Balance at the beginning,of year 68.559"782 782.839.791
Additional raised 105,641,895 roo.342.145
Provisions utilised (30,528.821,) Q14.622.754\
Balance at end of year 143,672.256 68,559.782
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Other Disclosures

17) Contingent Ioss/Asset- IPSAS 19

Some fraudulent transaction of Kes 19,997,130 and Kes 26,170,836 occutted in the Financial Years

ZO11/2012 and2072/2013 through electronic fund transfer to rrarious accounts operned in the names

of parties unknown to the Board.

The matter was reported to the Banking Fraud Investigating unit of Kenya Police and investigations

carried out resulting to arrest of some suspects who have since been chatged in court with stealing

under SEC 275 of the penal code. However, the bank (KCB) initiated fuaud recovery measures where to

date Kes.5.6 million has been credited back to the account while Kes.1.4 million bounced back to the

accovnl. The resultant loss is Kes.32, 5511752.

The financial statement arc preparcdbasingon the best accounting estimates therefore the recognihon of

tlris contingcnt loss is dependent upon the outcome of the proceedings in court and/ot on-goir,g

discussions with KCB bank arising from breach of duty of cate.

18) Statement of Comparison of Bu{Eet and Actlal Amounts IPSAS 24

Employee cost - theboard utilized Kes 832,559,,473 of the budgeted amount of Kes 7,060,277,298. The

underutllization of Kes 227,777,885 was as iesult of the Board not being ablefilTihevacant posltion

budceted for due to freezing of employment by the National government. The boatd also budgeted fot

staff salary increment after the approval by the board of directors. However, this could not be

implemented as the letter of authority was not received within the financial yeat from Salary

Remuneration Commission.

Board f,xpenses- thc Board utilized, Kes 8,755,505 of the budgeted amount of Kes 53,597,500' The

balance of Kes 447841,995 could not utilize due to delay in fully constituting theboatd of directors.

19. &lated Palty Disclosurcs - IPSA^S 20

par,tics ar,c uunsitler.ed to be relate,J if orrc party has thc ability to control the other party or exercise

significant influence over the other party in making financial and operating decisions or if the related

party entity and another entity are subjcct lt-r ct-rttltltott cotrtrol. The followrng are related patty

transactions that took place during the year:
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NB: the amounts disclosed under constituencies as a rclated party are recognised in *parate Central
Bank of Kenya (CBK) fund Account financial statements for the year ended 30th June 2018.

20. EYents after the Period

There were no material events that are either adjusting or non-adjusting after the repor+ang date.

2l.Taxzli,on

The fund is tax exempt from corporate tax since it's funded through government exchequer.

The interest earned from Commercial Banks is classified as qualifying interest hence withholding tax of
Kes 6,I84,546 is final and reported net of Kes 35,045 ,761, in the hnancial statements.

Relatcdparty Nffiiber Nature

Ilansaction

tw Amount (Kes)

Balances as at 9@June

2OI8 (Kes)

Boayd

members 5

Governing

body Allowances
81361,650

Nil

Constituencies 290 Sub-entities

funds

transferued 27,8741209,050 4,97q750,O0O
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L PROGRESS ON TOIJ.oW IJP OT AUDITOR RrcOMMET'IDAIIONS

The following is the summary of issues raised by the external auditot, and management comments that

were provided to the auditor. We have nominated focal persons to resolve the various issues as shown

below with the associated time frame within which we expect the issues to be resolved.

Status

Focal Point

peffiorr to

r€solve thc

issnc

lVtan",Epmcmt comments

Issue /
Obserrations fr.om

Au&'tor

Rcficrence

No. m the

extemal

audit

noport

Ora

Restatement has been done on

accnted ESP liabilities since the

affected constituency committees

did/has not submitted the expenditure

returns which was the required
r --t --1-------,--^--L A1-^ tL^

ulllclla lul Itrllttl.rLt-tSgrrl9rrl .^lJU rrrv

f,SP program lapsed and the committee

disbanded making it difficult to locate

the beneficiaries since no claim has

been made to date and is unlikelY to

the

\f pn azi a

Gaaharn

qornqSenior

Accountant

happen. A reversal of the acctued

expenditure has been done by de.biting

the liability and *editing the surplus

brought forward and restatement of

tlre l;l:rancial statement for

201.5/2076. The funds shall remain

with tlre Board and canbe paid against

claim should there be any. Such funds

may be used on morutoring and ta?'tng

stock of ESP projects across the country

which was the puqrose for such also.

lvr,ficd Ecsromic

Stinnrlus

documentation and

analysis of Kes

1,4,917 r2OO.OO

owed to the

constituencies.

1.1

(ESP):

Supporting

On

80rn8

Yenazto

Gachara

Senior

Accountant

The bank was put out

on 15th August, 2078 after being

acquired by SBM bank. Hence no

funds shall be lost and all the money

of receivership

7.2

Cash and casll

equinalent:

Realizable value of

funds held at chase
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ncdercmcc

t{o. m ths

cxhrul
adit
Acport

Ircue /
Obmarions fttott

Audiror

lVtanaspme,nt commtnts

focat Point

psnm b
rccolve the

issue

Status:

bank as call deposit

could not be

determined

amountrngto Kes 332.521' Million will

be fully paid, partly by SBM Holdings

Mauritius which acquired 75% assets

matched to equivalent liabilities in

Chase bank.T\e CBK signed a contract

with SBM on the payment mode of

75o/o. Payment will be made at 37.5o/o

in the year 20'18; 12.5o/o in 2019;
"1,2.5o/o to be paid in 2020 and final

balance of 72.5o/o to be paid in year

2021.

The 25o/o balance under moratorium

will be paid by Kenya Deposit

Insurance Corporation (KDIC).
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