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CHAIRPEIISON'S FOIIEWORI)

'l'he [)ecentralized Funds Accounts Committee is amongst thc six Watchdog Comrnittees in the

Thinccnth Parliament that examines reports of the Auditor-General laid beiore the National

Assenrbly to ensure probity, elliciency, and cl'fcctivcness in the use of public lirnds. The

Committee is established pursuant to tlle National Asscmbly Standing Ordcrs 2058 and is
rnandated to exarninee rcports of the Auditor-General ibr the National Governrnenl

Constituencics Dcvelopment Fund, amor.rg otlrer 1unds.

Oversight over national revenue and expenditure is amongst the roles of the National Asscmbly

as stipulated under Article 95 (a) (c) of the Constitution of Kenya, 2010. Further, Article 226 of
the Constitution providcs that an Act of Parliament shall provide for the designation of an

Accounting Oflicer in cvery public entity at the national level who is accounlable to the National

Assembly Ibr its llnancial management. ln addition, Article 229(8) nrandates this House to

debatc and takc appropriate action on audit reports fiom the Auditor-General.

ln tulfilment ol'these constilutional pro,,isions, the Comnrittee examines reports of the Auditor-
General for tliq National Govcrnment Constituencics Development Fund, National Governmenl

Constituencies l)cvelopnrent Fund Board, the National Governmenl Affirmative Actior.r Fund

and the National Government Affirmative Action Fund Board.

In examining the reports ol'thc Auditor General on the Accounts of the National Covernment

Constituencies Development I.'und. the Cornmittee held three sittings where it invited and

received oral and writtcn submissions from thc Chicf Exccutivc Olllcer ol the National

Governnrent Constituencies Developrnent Fund for flnancial years 2016/2017. 2017/2018,

201812019, 201912020, 202012021 to 20211202?.. being thc Accounting Officcr of the NG-CDF

as providcd under Scction 67 (l) oiPFM Act,2012.

The submissions tbrrned the basis of observatior.rs, findings and recommendations ol the

Commiltee as outlined in this report under each of the audit queries. These are also contained in

the Minutes and Ilansard [{eports of'Cornrnittee proceedings.

The Committee comnrends tlie Cliiel' Exqcutive Oflicer ol'the N(}-CDF Board for preparing his

responses in time and appearing belbre the Commitlee as scheduled.

The Committes apprcciates the Oltces of the Speakcr and the Clerk of the National Assembly

for thc supporl accorded to it to enable it to perform il mandate.'fhc Committee Iurther extends

its appreciation 1o the Olfice of the Auditor gcneral lbr the services it ollered during the

examination ol'thc rcports as well the National Treasury for the technical support providcd.
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I also extend my appreciation to the Mcmbcrs ol'the Commrttee for therr Commrtment and the

Secretariat whose contributions and dedication to duty has enabled the Committce lo examine

the audited Accounts and produce this report.

Hon. Speaker, on behalf of the Decentralized Funds Accounts Committee and pursuant to

Standing Orders 199, it is nry pleasant duty and honor to present to rhe Ilouse the fburth report of
the Comrnittee on its examinalion of the audited {inancial statements for the Natronal

Governmcnt Constituencies Development Fund (NG-CDF) Accounts tbr financial years

Zjt 612017. 20 t 7 /201 8, 201 812019. 20 t9 12020, 2020t2o2l and 2021 /2022.

HON. DR. GIDEON MULYUNGI, CBS, EBS, M.P.

CHAIRPERSON, DECENTRALIZED FUNDS ACCOUNTS COMMITTEE
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CHAPTER ONE

I.O PREFACE

I .l Establishment and mandatc of the Committee

l-he Decentralized Funds nccounls Committee is a Select Committee established pursuanl to

tlie National Assembly Standing Orders 2058 and is responsible fbr the examination of the

reports of Auditor-General on the accounts of:

a) l'he National Covernment Constituencics Development Fund

b) -l'he National Government Constituencies Development Irund Board

c) l'he National Government Allrmative Action Fund

d) 'l'he National Government Af finnative Action Fund Board.

2. The National Assenrbly's roles include oversight over the national revenue and expenditure

as per Article 95(a) (c) of the Constitution of Kenya. Article 229(8) mandates the National

Assembly to debate and take appropriate action on audit reports within three months ol
receipt of the reports liom the Auditor-General. I'he Comrnittee in considering the Audited

Accounts is guided by various legal provisions as contained in various Acts of Parliament

which include:

t.

ii.
ii i.

iv.

vi.
vii-

The Constitution ol' Kenya, 201 0

The Standing Orders

Public Audit Act, 201 5

Public Irinance Management Act, No. I 8 of 20 l2 and its regulations

Public Procurement & Asset Disposal Act, 2015 and its regulations

National Governmcnt Constituency Developmcnt Act, 201 5 and its regulations

Public Irinance Management (Natignal Government Affirmative Action F'und)

Regulations, 201 6.

3. Further, section 68( I ) of the Public Finance Management (PI'M) t\ct, 2012 requires

accounting olficers lbr national government entities, including public funds, Parliamentary

Service Comr.nission, and the Judiciary, to be accountable to tl.re National Assembly through

the relevant Committee.

4. l'he Decentralized Irunds Accounts Comrnittee is among the Committees of Parliament

established under Article 124 of thc Constitution of Kenya, 2010, to assist the National

Assembly in undertaking its conslitutional mandatc geared towards enhanced accountability

in handling public lunds.
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1.2 Guiding Principles: Constitutional and Legal Provisions on Public Finance

5. The principles of public finance under Article 201 of the Constitution of Kenya 2010 guide

the Committee in the execution of its mandate. The principles require openness,

accountability, public participation in flnancial matters, prudence, and responsible use of
pubtic lunds, Further, Article 226 (5) provides that "lf the holder of a public ofiice, including
a political office, dirrcts or approves the use of public funds contrary to law or instructions,

the person is liable for any loss arising fiom thal use and shall make good the loss, whether

the person remains the holder ofthe office or not".

6. The various legal provisions, include;

(i) the Public Finance Management (PFM) Act,20121'
(ii) the Public Audit Act, 2015;
(iii) the Public Procuremcnt ar.rd Asset Disposal Act,20l5

7. Section 68 (l) of the PFM Act, 2012 provides, inter alia, that- "An accounting officer for a

national government entity including Public lrunds, Parliamentary Service Commission and

the Judiciary is accountable to the National Assembly. The Accounting Officer is required to

ensure that the resources of the respective entity for which he or she is responsible are used

in a way that is lawful and authorized, and effective, efficient, economical, and transparent".

E. The Committee relied on these Constitutional and Legal Provisions as the basis lbr inviting
the accounting officers of the Funds to respond to issues raised by the Auditor-Ceneral.
During consideration of the audit repofts, the Committee also relied on additional
inlbrmation submitted to it on the administration and perfbrmance of the Funds to come up

with general recommendations geared towards effective management and operations of the

Funds as well as improved accountability and financial reporling.

-.:* i
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.3 CommittccMembcrship

9. 'l lre Conlnittec comprises o1'thc lilllowing Iiftcen( l5) tncmbers

Chairperson
llon. l)r. Gidcon Mutcnri Mulyungi. CBS, Iitls. M.P

Meniber Ibr Mwingi Central Constitucncy
Winer Democratic Movement-Kcnva

Vicc-Chairperson
I lon. Gertrude Mwanyanje Mbeyu. M.P

Mcmber lbr Kilili County

Orangc Dcmocratic Movement

Ilon. Mqjjadonk llcnjamin Gathiru M.l).

Mernber lbr Enrbakasi C)entral Constituency

IInitcd l)cmocratic Alliancc

Hon. Kaliangara Joseph Mburu M.l)
Member lbr Lari Constitr.rency

Unitcd Dcmocratic Alliancc

LIon. Caroline Jeptoo Ng'elechei M.l).

Mernber lbr lilgeyo Matakwct Cor.rnty

Indenendent Mcmbcr

IIon. Ilarle Hussein Ahdi M.l).
Mcmber lbr Tarbaj Constituency

United Democratic Alliancc

I lon. Wanyonyi Martin Pepcla M.P.

Mcmber Ibr Webuye East Constituency

Ford Kenva

l{on. Gu1,o Adhe Wario M.l).
Me mbcr lbr North llorr Constitucncy

KANU

l{on. Kipngor Reuben Kiborek M.l'
Member lbr Mogotio Constitucncy

Unitcd I)cmocratic Alliancc

Hon. Mboni l)avid Mwalika M.l'.
Mc'nrbcr lbr Kitui Rural ( orrstitucncy

Wincr l)emocratic Movement - Kenva

Ilon. Momanyi Innocent Obiri M.P.

Menrber lbr Bobasi Constituency

Winer Dcmocratic Movement - Kenya

I lon. Mogaka Stephen M.l).
Member lbr West Mugirarrgo Constituency

Jubilcc Party

I Ion. Dorothy Muthoni Ikiara M.[).
Member for Meru Ciounty

United Dcmocratic Alliancc

lJon. Osogo Bensuda Joyce M.P.

Mernbcr for Flonrabay Clounty

Oranqe De mocratic Movement

Hon. I-entoijoni Jackson l,ekumontarc M.l)
Mcrnbcr lor Sanrburu East Constituencl
KANTJ
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1.4 CommitteeSecretariat

10. The Secretariat facilitating the Committee comprises of the following staff

Ms. Ruth Mwihaki Gakuya

Clerk Assistant Vlead Cler*

John Mutinda
lerk A istant III

Mabuti Mutua

Wilson Mwangi
Anal III

Wilson Angatangoria
eant-at-Arms II

Muchiri Mwangi
A o Officer III

Ms. Sharon Cherotich Koskei
Clerk Assistant III

Ms. Elizabeth Kibati
Research Officer III

Ms. Winifred Kiziah
Media Relations Offrcer II

Mr. Eric Ogolo
Protocol Officer I
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CHAPTEIT TWO

2.0 CONSIDE,IIATION OF THE REPORTS OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMI,NTS OF THE NATIONAL GOVERNMENT
CONSTITUENCIES DE,VELOPMENT FUND (NG.CDF) ACCOUNT FOR
FTNANCIAL YEARS 2016t20t7, 2017 t2018, 2018/2019, 2019 12020, 2020/202 1 ANI)
202U2022.

I l. The Chief Executive Oftlcer. Mr. Yusuf Mbuno, appeared belbre the Committec on 28tr'

September 2023, to respond to the audit ntalters raised in the report of the Auditor General

Ibr NG-CDF Account lbr lhe Financial Years 2016/2017 , 2017 12018. 201812019,

201912020.202012021 to 202112022 and madc submissions as fbllows:

2.1.1 Audited Statcmcnts for Financial Year 201612017

12.'flre Cornnrittec noted that during the l"inancial Year 201612017 the Fund receivcd an

unqualified audit opinion liom the Auditor General as there were no malerial issues

repofted.

2.1.2 Auditcd Statements for Financial Ycar 201112018

l Other grants and transfers

13. The statement ol' receipts and paymcnts rcflects other grants and transfers of
Kshs.21,884,3 58,5210 which as detailed on note 2 o1'the financial statements includes an

amount of Kshs. I .325,000.000 lransl'cr 10 NG-CDF IJoard Secretariat. Hou'ever, although

the amounl is supposed to be 5% of the total allocation. Based on the reported receipts of
Kshs. 21,875,000.000 the tolal transfers to the Secrelariat should have been

Kshs.l ,093,750.000 the total transl'ers was overstated by Kshs. 23 I,250,000. No

cxplanation has been provided lbr (he above variance. Consequently, the accuracy and

validity ol other grants and transl'ers Iigure of Kshs.2l ,884,358,540 for thc year ended 30

Junc 2018 could not bc confirmed.

Managcment Responsc

14. The Fund was allocated Kshs 26.5 billion in l"inarrcial Year 2017-2018 and an additional 3.3

billion through a supplenrcntary budget. 'fhis totaled to Kshs 29.8 allocalion in Iiir.rancial

Year 2017-2018.

15. Sec 23(l) of the NG-CDF Act provides that. "'l'he cxpenditure fbr running the Board and

related purposcs sliall be set asidc at the beginning ol- the financial year and not more than
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livc per centum ol'the total allocation to the l"und in the llnancial year may be used fbr this
purpose, the annual budget ol'which shall bc approved by the Cabinet Secrelary rvith the

concurrence of tl.re National Assenrbly Comrnittee.

16. l)ursuant to the above, the Board sct asidc Kshs 1,325,000.000 which is 57o ol'the original
budget allocated to the Fund ol Kshs. 26.500,000,000 towards the expenditure fbr running
the l]oard in financial year 201712018. Thc amount was disbursed to thc Board secretariat

account as fbllows:

Date Rcceivcd 2017t2018

30.01 .201 8 t32,220.000

5l 3,300,00016.05.20r8

06.06.201 8 679,480,000

Total l,-325,000,000

Commiltee Observ ions

1 7. l-he Commiltec observcd that:

(i) An additional 3.3 billion was allocated to thc Board in lhe Irinancial Year 201712018

through a supplcmentary budgct.
(ii)'l'he rcsponsc given by Managemenl was salislactory and the query stands resolved.

2. Transfer from othcr government entities

18. l'he statencnt ofreceipts and paynrents hor the yiai ended 30 June 2018 and Notes-l olthe
llnancial statements rellects translcrs l}om other Government Lntitics arnounting to Kshs.

21,875,000,000. However, lhere arc dillercnces amounting to Kshs.7, 925.000,000 between

the amounts reporled as disburscd by lhe Slate l)epartment lbr Planning of Kshs.29,

800,000,000 and thc anrounts rcllected in the financial statements ofthe lund.

19. Consequently, the accuracy ol the transt'ers lionr other govcrnment enlities figurc of
Kshs.2l. 875,000,000 lbr the ycar ended 30 June 2018 cannol be confirmcd.

Managcmcnt Response
20. l-he Financial Statement lbr the Fund is prepared in accordancc with the Cash Basis

Accounting Method under the Intcrnational l'ublic Sector Accounting Standards (IPSAS)
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where lransactions are rscognized only wlren cash is received or paid out. Out of the total

allocation ol Kshs. 29,800,000,000 in financial Year 2017/2018, Kshs. 21,875,000,000 was

received rvithin the financial year as follows:

No. Datc Amount Received

I9 ' January 201 8 2.000,000,000

2 29"' January 201 8 2.000,000.000

3 I 3r" Iebruary 201 8 2,000,000.000

4 16"' frebruary 201 8 2,000,000,000

5 26"' Fcbruary 201 8 2,000,000,000

6 27'r' March 201 8 2,000,000.000

7 lOth April 2018 2,000,000,000

8 l6'h April 2018 2,000,000,000

9 l0r1' May 2018 2.000.000,000

l0 I 8tr' May 201 8 I,875,000,000

ll 28"' May 2018 2,000,000,000

Total 21,875,000,000

balance of Kshs.7, 925,000,000 was received in Financial Year 2018/2019 and was

therefore recognized as receipts in financial year 2018/2019 financial statements. The funds

were rcceived as lbllows;

No. Date Amount received

l'o Julv 201 8 2,125,000.000

2 5"' July 20 l8 5,800,000,000

Total 7,925,000,000

Commitlee 0 bservotions

22. The Committee observed that:
(i) According to the International Public Sector Accounting Standards (IPSAS), the

Financial Statcment fbr the Fund is prepared using the Cash Basis Accounting Method,

which reqr.rires that transactions be recorded only when cash is received or disbursed.

21. The
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(ii) -l'he 
Board availecl thc I['SAS standard, extract ol'tlie rcport ol-the Auditor Gcneral on

NGCDF-Central []ank Account lbr the ycar cnded 30rl' June 2019 and copy ol'the Fund

bank slateinents filr audil revierv.

(iii) l'hc matter was adequately addresscd and thc audit query resolved.

Commitlee Recommen dal ion

23.'Ilie Clornmittee recornrncnds that lhc National 'freasury should ensurc timely disburserncnt

ol' iunds to the National Governmenl Corrstiluencies l)eveloprncnt lrund Account and that

all funds allocated to the Board in a particular llnancial year are disbursed rvithin that

llnancial vear.

-1. Intcrnal control wcakncss

24. T'hc internal control system of the NG-CDI: - Ccnlral bank account had the lollowing
weakncsses.

i. l'hcrc wcrc no lloard oversight cclmnrittees such as irudit committce to aid in the oversight

management and prevent crrors ol'misstalemcnt.
ii. l'hc lloard has NGCDF Management lnlbrnration System, which was rollcd out in 2010,

Irowever sevcral departments are not utilizing the system as most operating systcms were

nranual and susceptihlc to loss oldata.
iii. The financial managcment systcm and other internal controls is no1 automated and

intcgrated with othcr I'unctior.rs of thc lrund. 1'his rnay lcad to data integrity issues.

iv.'fhe organization does not have an olfsite back up location. '['his may cause lhe

organization not lo rccover fi'om a disaster.

Management Rcsponse

25.'l'he Board Conrmittees wero not in placc during 1he year under revieu'. l'he organizution

Board was not fully colrstituted; thcrclbrc, it was not possible lbr the few rnembers who

rvers lherc 1() corlstitute subcommittee including Audit conrnrittce.

26.'I'he audit mattcrs were being handlcd and addrcssed by the existing Board members.

Subsequently, the Board u,as ful[1, constituled and Board cornmittees including the audit

cornrnittce is now in placc.

27. l'he NG-CDIr MIS rvas initiated in 2010 as an cnterprise system and it was not until 2016

that it reachcd user utilization stage. T'hc I)cpzrrlments that were targeted arc l)rograntttres.

Financc and Registry. 1'he programmes module was expected Io automate the proocss of
proiect submission, approval, inrplernentation and reporting both at the secretariat and

corrstituencies. the Iinance module was expectcd to autonrate linancial processcs at the
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secretariat while thc registry module was supposed to digitize the existing records and share

the same with autlrorized rccipicnts.

28. The three modules of the system were implemented based on two approaches and

technologies. T'he programmes module was customized liom the scratch using open source

technology rvhile lhe Irinance and Registry module was custoruizcd oll the shelf and

implemented using vendor specil-rc technology rrarnely Microsofi.

29. Due to issucs arising liom users' cxperience ar.rd the statutory requirement of'reviewing the

NG-CDF ACT fiom time to time the systern had to undergo a number of changes, however

the system is operational. In thc financial year 2018/2019 the Board started using the system

through a parallcl run rnechanism rvhere both the nranual and automated processcs run

concurrently in ordcr to conlparc accuracy ol rcsults.

30. Currently, the NG-CIDI;MIS Projects Module is utilized in submission and processing of
project proposals, generation of'proiect code Iist and tracking irnplementation at PMC level.
'fhe MIS is also used to capturc supplicr information, invoices, voucher preparation and up

to payment among other lirnctionalities while the registry module captures. indexes. stores

and or dispatches documents and nrails received tti the intended recipienls. 'fhe systenr is

I'urther conrplernented by a Vote Book Management System (VBMS) deployed by the

National Trcasury and customized to NG-CD| operatior.rs to track flnar1cial management in

the Fund at the constituency levcl and gcneration of financial reports.

3l . Currently, the MIS systcm incorporates flnance. projects and registry modules. The Frnance

Module is used to capture supplier infbrrr.ration, invoices, voucher preparation and up lo
paynlent arnong other lunctionalitics. In addition, disbursement ol' funds to the

constituencies and thc Board sccretariat is proccssed through Intcgrated Financial

Management System (IFMIS) and payment done through Internet banking (lB) platform
provided by Central Bank of'Kenya.

32. In the current financial year the Board has planned to implement an end to end enterprise

resource solution. A business reengineering process is being undertaken to integrate all the

lunclions ol'the Board into onc ERP whosc scopc include an Online Integratcd linterprise

llesource Planning Management, Monitoring and Evaluation System that will consolidate

all key f'unctions ol'all departnlents and the constituencics to ensurc real time plarrning,

approval and rcporting lo enhance ctficiency and cf'fectivcness in line with the presidential

directivc of papcr organizations.
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33. 'l he Iloard has cstablishcd a server roon'l that hosts at nurnbcr ol'critical serviccs such as thc

email and activc sccuritl' applianccs. In addition, the l]oard in [:inancial Ycar 2019/2020

irnplcmented Cloud backup through Salalicorn ('loud whelc thcre are two virtual scrvcrs or)

two dillcrent platfblms i.e., Linux and Windows Servcr. l'his providcs ollsite back up lirr
the lloards infbrmation and data.

34. In addition, the lloard is currently migrating En.rail and Elcctronic Docunrent Managcment

(llDMs) to Microsoli 365 Cloud in this fiiancial ycar. This will offload some ()nsitc

operations to thc Cloud: whcre users whether in or out of the officc can log in and connect

to olflcc anywhcre. Microsofl 365 is completely cloud-based, meaning flles, cmail and

Olficc prograrrmcs can be accessed on mobile, Iaptop or dcsklop liom anywhcre anylinte.

Commiltee Obse rvaliotts

35. The Conrnrittcc observerl that:

(i) 'l'hc CIiO's circular to F'und Account Managers. printout liom the financc systent.

Salaricom cloud contract and Ofllce 365 implemontation plan wcre availed lbr audit

revicw.
(ii) 'l'hc Managcment Intbrmation Systcm was introduced in lhe ycar 2010 but was utilizcd

as liom lhc year 2016.'l hc programmesi flnancc and registry nrodulcs rverc

operationalized later.

(iii) 'l'hc N(jCI)lr l]oard has since eslablishcd sutr-committees such as audit comrnittee in

conrpliance witli to Section 73 (5) of the I'FM Act,2012 which providcs lhat 'livcry
national governmcnt public entity shall establish an audit cornmittec whosc

conrposition and lunctions shall bc as prcscribed by the regulations' and Regulation

174 of the I)FM (National GoT,ernment) Regulations. 2015 on establishn.rent ol'audit
comrnittees by national government entities.

(iv) 'l'he mattcr was adcquately addrcsscd and resolvcd.

C o mmitle e Re c o nune n d a I i o tr s

36.'l'he Comrnittee rccornmcnds that lhe Accounting Officcr should ensure the NGCI)F tloard

has cllectivc and efllcicnt internal controls pursuant to l{cgulation 23 (l) (c) of'the PFM

(National Government) Regulations. 2015 which provides that Accounting Officers shall,

in accordance rvith Articlc 226(2) of thc Constitution and scction 68(l) of thc Act, bc

accountablc to thc National Asscmbly- (c) for maintaining cffectivc systems of
intcrnal control and thc mcasurcs takcn to ensurc that thcy are effcctive,

Pagc I5



2.1.3 Audited Statements for Financial Year 201812019

37. The Committee noted that during the Financial Year under review the Fund received an

unqualified audit opinion lrom the Auditor General as there were no material issues

reported.

2.1.4 Audited Statements for Financial Year 2019/2020

38. The Commitlee noted that during the Financial Year under review the Fund received an

unqualilied audit opinion from the Auditor General as there were no materials issues

reported.

2.1.5 Audited Statements for Financial Y ear 202012021

39. The Committee noted that during the Financial Year under review the Fund received an

unqualified audit opinion from the Auditor General as there were no materials issues

reported.

2.1.6 Audited Statements for Financial Y ear 20211 2022

40. The Committee noted that during the Financial Year under review the Fund received an

unqualified audit opinion lrom the Auditor General as there were no material issues

reported

Commitlee Observalions

4l . The Committee observed that the NGCDF Board received an unqualified audit opinion
tbr the Financial Years201612017,2018/2019,201912020,2020/2021 and202l/ 2022.

42. The Committee commended the Board lor the good work and encouraged them to continue

with the same spirit.
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CI{APTER TITITT]E

3.0 GE,N[,RAL OBSE,RVATIONS AND RECOMMENI)A'I'IONS

43. I-laving exanrined the report ol' the Auditor Gcneral fbl the National Govcrnment

Clonstituency Developnrent Fund Account lbl thc Irinancial ycars 2016/2017, 2018/2019,

201912020, 202012021 antl 20211 2022. the Cornmittce nradc the following general

obscrvations and recomrncndations

3. I COMMITTBE OBSERVA'TIONS

44. l-hc Committec observed thal:

I ) 1he Auditor General reported only threc audit qucrics in the Irinancial Year

201712018.

2) The NG-CI)F Iloard receivcd an unclualilicd audit opinion in the Financial Years

20 1 6 I 20 I 1 . 20 | I I 20 | 9. 20 | 9 I 2020. 2020 I 202 I and 202 | I 2022.

3) Thcre were dclays in disbursing lunds to the NGCDF Account. Conscquently, the

an'rounls rcported as disburscd b)' the Slate l)epartrncnt ol Planning for thc liinancial

Ycar 2017/2018 did not reflect in thc Fund accounts balance in the llnancial

statemcnts lbr the I:inancial Year sincc tlre balances wcre receivcd in the Irinancial

Ycar 2018/2019 and recognized as reccipts in the samc financial year statelnents,

thercby being raised as an audit issue.

4) -fhe NG-CDI] IJoard established a servcr roonl lhat hosts a numbcr ofcritical serviccs

such as thc cmail and active security appliarrces. In addition, in the Iiinancial Year

201912020 they irnplenrenled Cloud backup through Salaricom Cloud where there are

two virtual servers i.c. I-inux and Windows Server which provides ofl'site back up for
lhe Board's inlblmation and data.

5) 1'hc NCCI)Ir l]oard has cstablished sub-cornmittccs such as audit committee in

compliancc with to Section 73 (5) olthe PFM Act.2012 which providcs that 'livery
national governmcnt public entity shall cstablish an audit committee lvhose

composition and functions shall bc as prescribed by the regulations' and

Regulation 174 ol the PIrM (National Covernmcnt) I{cgulations, 2015 on

establishment of audit committces by nalional govcrnnlent entitiL's.
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3.2 COMMITTEE RECOMMENDATIONS

45. The Committee recommends that:

l) The National Treasury should:
(i) Ensure timely disbursement ol funds to the National Government

Constituencies Development Fund Account; and

(ii) Ensure that all funds allocated to the Board in a particular financial year are

disbursed within that linancial year.

2) The Accounting Officer should ensure that the NGCDF Board has effective and

efficient internal controls pursuant to Regulation 23 (l) (c) of the PFM (I',lational

Government) Regulations, 2015 which provides that 'Accounting Officers shall, in
accordance with Article 226(2) of the Constitution and Section 68(l) of the Act'
be accountable to the National Assembly- (c) for maintaining effective systems

of internal control and the measures taken to ensure that they are effective;

Date:..... u
ftt ?e7(-3Sign:..

HON. DR. GIDEON MULYUNGI, CBS, EBS, M.P.

CHAIRPERSON DECENTRALIZED FUNDS ACCOUNTS COMMITTEE
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MtN.NO.NA/DAAOSC/DFACl2023153 PRELIMINARIES

The Chairperson called the meeting to order at 10.15am with a word of prayer and thereafter invited all

present to introduce themselves. The agenda was unanimously confirmed having been proposed by Hon

Stephen Mogaka and seconded by Hon. Joseph Mburu Kahangara respectively.

AGENDA

1. Prayers

2. Prelim in a ries/lntrod uctio n

Consideration and adoption of the reports before the Committee.

3. Any Other Business

4. Adjournment

MrN.NO. NA/DAAOSC/ DF ACI 2023 | s4 CONSIDERATION AND ADOPTION OF THE REPORTS BEFORE

THE COMMITTEE

The Committee considered and adopted the following reports with a few amendments as follows

I
)

I

I

I
I

t
I
I

IThe Second Report of the Decentralized Funds Accounts Committee on the Audited Financial

Statements for the National Government Constituencies Development Fund for five (5)

constituencies in vihiga county for financial years 2073/2014, 207412075 and 2015/2015

after being proposed by the Hon. Stephen Mogaka, MP and seconded by the Hon. Joseph

Ka hangara Mburu, MP.

The Third Report of the Decentralized Funds Accounts Committee on the Audited Financial

Statements for the National Government Constituencies Development Fund for Nine (9)

constituencies in Bungoma county for financial years 2013/2074,2014/2075 and 2}ls/2o76
after being proposed by the Hon. Dorothy Muthoni, lkiara, MP and seconded by the Hon

Joseph Ka ha ngara Mburu, MP.

The Fourth Report of the Decentralized Funds Accounts Committee on the Audited Financial

statements for NG-CDF Board for the FYs 2016/17 - 2021./22 after being proposed by the

Hon. lnnocent Momanyi Obiri, MP and seconded by the Hon. Oorothy Muthoni, lkiara, MP'

The Fifth Report of the Decentralized Funds Accounts committee on the Audited Financial

Statements for NG-CDF Fu nd Account for the FYs 201.6/1.7 - 2027/22 aftet hein9 proposed by

the Hon. lnnocent Momanyi obiri, MP and seconded by the Hon. Dorothy Muthoni, lkiara,

MP.

I

lI

l
I

,l

!

I
MTN.NO.NA/DAAOSClDFACl2O23lss ADJOURNMENT/DATE OF NEXT SITTING

There being no other business to deliberate on, the meeting was adjourned at 1:50pm. The next meeting

will be held on notice.

'Dare /41)

HON. DR. GIDEON MUTEMI MULYUNGI, M'P. CBs

(cHAIRPERSON)

Alr:]
I
I

I
I

t

SIGNE
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I
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i
i,
I

I
1

I
t

t
I

I
i

I

i

SECRETARIAT
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NATIONAL TREASURY

Mr. Simon K Kiriba

OFFICE F THE AUOITOR GENERAI.

1. Mr. Joseph K lrungu

2. Mr. Maurice O Oyoo

Dire cto r

Director of Audit

PrincipalAuditor

I

MIN.NO. NA/DAAOSC/ DFAC/ 202!1O48 PRELIMINARIES

The Chairperson called the meeting to order at 1 1.25 a m with a wo rd of prayer and thereafter
invited all present to introduce themselves. The agenda was una nimo usly as listed hereunder.

AGEN DA

1. Prayers
2. Preliminaries/lntroduction
3. Examination of the Reports of the Auditor-General on the Accounts of NG-CDF for

Financia I Yea rs 207512016 to 2O2L|2OZ2.

4. Any Other Business

5. Adjournment

MIN.NO. NA/OAAO clDFA 2023 049 EXAMINATION OF THE REPO RTS OF THE

I
I

I
I

I

AUDITOR-GENERAL ON THE ACCOUNTS OF

N6.CDF FOR FINANCIAL YEARS 20151?01Z

ro 2021 202

The Committee administered the Oath of Affirmation to the Chief Executive Officer Mr. Yusuf

Mbuno. He thereafter tabled the NG-CDF Board responses and supporting documents on the

audited accounts of Fina ncial \ears 20!6/2017 lo 202112022 as follows:

Ft NAN CrAt YEAR 2OL6 / 2OL7

l. The Committee observed that for Financial Year 2015 /76 and 201'6/f7 the overall audit

opinion was Unqualified with no material issues reported by the Auditor General.

FTNANCTAL YEAR 2Ot7 12018

1. OTHER GRANTS AND TRANSFERS

2. The statement of receipts and payments reflects other grants and transfers of

Kshs.21,884,358,540 which as detailed on note 2 of the financial statements includes an

amountofKshs. 1,32 5,000,000 tra n sfer to NG-CDF Board Secretariat. However, although

the amount is supposed to be 5% of the total allocation. Based on the reported receipts

of Kshs. 21,875,000,000 the total transfers to the Secretariat should have been

Kshs.1,093,750,000 the total transfers was overstated by Kshs. 231,250,000. No

explanation has been provided for the above variance. Consequently, the accuracy and

'l



I valtdtty ot other Srants and transrers trgure ot Kshs 21,8E4,358,54U tOr the year ended 3u

lune 2018 could not be confirmed

Management Response

3. The Fund was allocated Kshs 26.5 billion in FinancialYeat 2017'20L8 and an additional 3'3

billionthroughasupplementarybUclget,ThistotaledtoKshs2g.sallocationinFinancial
Yea r 2017-2018

4.Sec23(1)oftheNG-CDFActprovidesthat.,,TheexpenditureforrunningtheBoardand
related purposes shall be set aside at the beginning of the financial year and not more

than five per centum of the total allocation to the Fund in the financialyear may be used

for this purpose, the annual budget of which shali be approved by the Cabinet Secretary

with the concurrence of the National Assembly Committee'

5.Pursuanttotheabove,theBoardsetasideKshsl,325,000,000whichis5%oftheoriginal
budget allocated to the Fund of Kshs 26,500,000,000 towards the expenditure for

running the Board in financialyear 201712018. The amount was disbursed to the Board

secretariat account as follows:

Date Received 2Ot7l2OL8

30.01.2018 732,220,OO0

15.05.2018 s13,300,000

05.06.2018 679,480,000

Total 1.,325,000,000

Committee Observations

6. The Committee mode the t'ollowing observotions:

i. Thot the explonotion ond proof o/ the additional 3.3 billion wos not given during oudit

exercise.

ii, The motter wos resolved.

iii. The Committee queried whether the NG CDF boord is underfunded'

Commiftee Recommendotion

7. The Committee recommends thot the NG-cDF Monogement Boord should odhere to section

2j(1)oftheNG.cDFActwhichprovidesthdt,,TheexpenditureforrunningtheBoardond

reloted purposes shdll be set oside ot the beginning ol the finoncidl yedr and not more

thanfivepercentumofthetototollocationtotheFundinthefinancidlyeormaybe

used for this putpose, the dnnudl budget of which shall be opproved bY the Cobinet

Secretary with the concurrence ol the Notionol Assembly Committee"'
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2, TRANSFER FROM OTHER GOVERNMENT ENTITIES

8. The statement of receipts and payments for the year ended 30 June 2018 and Notes 1 of

the financial statements reflects transfers from other Government Entities amountinB to

Kshs. 21,875,000,000. However, there are differences amounting to Kshs.7,925,000,000

between the amounts reported as disbursed by the State Department for Planning of

Kshs.29, 800,000,000 and the amounts reflected in the financial statements of the fund.

9. Consequently, the accuracy of the rransfers from other government entities figure of

Kshs.21,875,OO0,OOO for the year ended 30 June 2018 cannot be confirmed.

Management Response

10. The Financial Statement for the Fund is prepared in accordance with the Cash Basis

Accounting Method under the lnternational Public Sector Accounting Standards (IPSAS)

where transactions are recognized only when cash is received or paid out. Out of the total

allocation of Kshs. 29,800,000,000 in financial Year 20771201,8, Kshs. 21,875,000,000

was received within the financialyear as follows:

!

;
I

(

I

I

t
I

a

i
I

t
I

Date Amount ReceivedNo.

1

2

3

4

5

6 27th March 2018 2,000,000,000

2,000,000,000

2,000,000,000
7

6

9

10

11

19th Ja nuary 2018 2,000,000,000

29th Ja nua ry 2018 2,000,000,000

13th Fe brua ry 2018 2,000,000,000

15th Februa ry 2018 2,000,000,000

25th Februa ry 2018 2,000,000,000

10th April 2018

16th April 2018

10th May 2018 2,000,000,000

18th May 2018 1,875,000,000

28th May 2018

I

(
I

I

2,000,000,000

Total 21,875,000

ll. The balance of Kshs.7,925,Ooo,0oo was received in Financial Year 2018/2019 and was

therefore recognized as receipts irr financial year 21l8l21l9 financial statements. The

funds were received as follows

4



DateNo.

1

2

I
i

Amount received

3'd J uly 2018 2,12 5,000,000

5th J uly 201 8 5,800,000,000

Total 7,92s,000,000

Committee Obsetuotions

12. The Committee mode the lollowing observotions:

(i) Thot occording to the lnternotionol Pubtic sector Accounting stondords (lPsAs),

the Finonciol stotement for the Fund is prepored using the cosh Bosis Accounting

Method, which requires that tronsactions be recorded only when cash is received

or disbursed.

(ii) Thot the Boord avoiled the IPSAS stondord, exttoct ol the report of the Auditor

Generol on NGCDF-Centrot Eank Account t'or the yeor ended j)th June 2079 ond

copy of the Fund bonk stotements for oudit review'

(iii) The motter wos odequotely oddressed ond resolved'

Committee Recommendations

13. The committee recommends thot the Notionol Treosury should ensure timely ond

odequotedisbursementoffundstotheNotionolGovernmentconstituencies
Development Fund Boord to ensure oll funds dllocoted to the Boord in o porticulor

financiotyeor ore disbursed within thot finoncial yeor'

3. INTERNAL CONTROL WEAKNESS

14. The internal control system of the NG-cDF - central bank account had the following

wea k nesse s

,

TherewerenoBoardoversightcommitteessuchasauditcommitteetoaidinthe
oversight management and prevent errors of misstatement.

The Board has NGcDF Management lnformation system, which was rolled out in 2010,

however several departments are not utilizing the system as most operating systems

were manual and susceptible to loss of data.

The financial management system and other internal controls is not automated and

integrated with other functions of the F und. This may lead to data integrity issues.

The organization does not have an offsite back up location This may cause the

organization not to recover from a disaster.

Management Response

15. The Board committees were not in place during the year under review. The organization

Boardwasnotfullyconstituted;therefore,itwasnotpossibleforthefewmemberswho

were there to constitute subcommittee including Audit committee'
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lo. lhe audrt matters were berng handled and addressed by the exlstlng Board members.

subsequently, the Board was fully constituted and Board committees including the audit

committee is now in place.

17. The NG-CDF MIS was initiated in 2010 as an enterprise system and it was not until 2016

that it reached user utilization stage. The Departments that were targeted are

Programmes, Finance and Registry. The programmes module was expected to automate

the process of project submission, approval, implementation and reporting both at the

SeCretariat and Constituencies, the finance module was expected to aUtomate financial

processes at the secretariat while the registry module was supposed to digitize the

existing records and share the same with authorized recipients.

18. The three modules of the system were implemented based on two approaches and

technologies. The programmes module was customized from the scratch using open

source technology while the Finance and Registry module was customized off the shelf

and implemented using vendor specific technology namely Microsoft.

19. Due to issues arising from users' experience and the statutory requirement of reviewing

the NG-CDF ACT from time to time the system had to undergo a number of changes,

however the system is operational. ln the financial year 2018/2019 the Board started

using the system through a parallel run mechanism where both the manual and

automated processes run concurrently in order to compare accuracy of results.

20. currently, the NG-CDFMls Projects Module is utilized in submission and processing of

project proposals, generation of project code list and tracking implementation at PMC

level. The Mls is also used to capture supplier information, invoices, voucher preparation

and up to payment among other functionalities while the registry module captures,

indexes, stores and or dispatches documents and mails received to the intended

recipients. The system is further complemented by a Vote Book Management System

(VBMS) deployed by the NarionalTreasury and customi2ed to NG-c0F operations to track

financial management in the Funcl at the constituency level and Seneration of financial

reports.

21. Currently, the MIS system incorporates finance, projects and registry modules' The

Finance Module is used to capture supplier tnformation, invoices, voucher preparation

and up to payment among other functionalities. ln addition, disbursement of funds to

the constituencies and the Board secretariat is processed through lntegrated Financial

Management system (lFMls) and payment done through lnternet bankinS (lB) platform

provided by Central Bank of KenYa
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I ll.InthecurrenttlnanclalyeartheBoardhasplannedtolmplementanendtoendenterprlse

resource solution. A business reengineering process is being undertaken to integrate all

the functions of the Board into one ERP whose scope include an online lntegrated

Enterprise Resource Planning Management, Monitoring and Evaluation System that will

consolidateallkeyfunctionsofaildepartmentsandtheconstituenciestoensurereal

timeplanning,approvalandreportingtoenhanceefficiencyandeffectivenessinlinewith

the presidential directive of paper organizations

23. The Board has established a server room that hotts a number of critical services such as

the email and active security appliances ln Jddition, the Board in Financial Year

2O7g/202O implemented cloud backup through safaricom Cloud where there are two

virtual servers on two different platlorms i.e., Linux and Windows Server' This provides

offsite back up for the Boards information and data'

24. tn addition, the Board is currently migrating Email and Electronic Document Management

(EDMs) to Microsoft 365 Cloud in this financial year. This will offload some onsite

operationstotheCloud;whereuserswhetherinoroutoftheofficecanloginand

connect to office anywhere. Microsoft 365 is completely cloud-based, meaning files'

email and Office programmes can be accessed on mobile, laptop or desktop from

anywhere anytime.

Committee Observations

25. The Committee mode the following observations:

(i) Thot the Boord hod not estobtished audit committee thot would ossist in the

oversight monogement ond prevent errors of misstotement

(ii) Thot the cEo,s circulor to FAMs, printout from the finonce system, Soforicom cloud

controct ond Office i55 implementotion plon were ovoiled for oudit review'

(iii) lt wos noted thot the Mls wos introduced itl the yeor 2o1o but wos utilized os from

the yeor 2076.

(iv) The progrommes, Finonce ond Registry were operotionolized later'

(v) The motter wos odequotely oddressed ond resolved'

committee Recommendotion

26. The Committee recommends thot the Accounting Olficer should ensure there is digitizotion

ond outomotion of the Bodrd's operotions before the end of FY 202j/24, to promote

occutocy of ddto ond improvement of the orgonizotion's finonciol monogement through

enhonced monagement of finonciol transoction. This is pursuont to section 68 (2) (b) ond

(c) of the PFM Act, 2072 which provides thot - (2) ln the performonce of o lunction under

F
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subsectrcn (1.), on occounttng olJrcer snolt-(b) ensure thot tne enttty keeps ltnonctdl ond

occounting records thot compty with this Act;(c) ensure thot all t'inancidl ond occounting

records the entity keeps in ony fornt, including in electronic t'orm ore odequotely protected

ond backed up;

27. The Committee recommends thot the Accounting Oft'icer should ensure the NGCDF Bodrd

hos effective ond efficient internol controls pursuont to Regulotion 2j (1) (c) ol the PFM

(Notionol Government) Regulotions, 2015 thot provides Accounting Olficers sholl, in

occodonce with Article 226(2) of the Constitution ond section 68(1) ol the Act, be

occountoble to the Notionot Assemblv- (c) for mointoining effective systems ol internol

control ond the meosures token to ensure thot they ore effective;

28. The Committee recommends that the Accounting Officer should ensure the NGCDF Boord

hos established sub-committees such os oudtt committee pursuont to section 73 (5) of the

PFM Act, 2072 thot stotes Every notionol government public entity sholl estoblish dn oudit

committee whose compositton ond lunctions sholl be os prescribed by the regulotions and

Regulotion 174 of the PFM (Notionol Government) Reguldtions, 2015 on estoblishment of

oudit committees by notionol government entities.

FINANCIAL YEAR 2}t8l2Or9,2079/20, ZO2O(ZL and 2OZL|22

29. The Committee noted that in the Fina ncial Years 2 018/79,2OI9/20,2O2O/27 and2021/22,

the Fund received unqualified audit opinion from the Auditor General as there were no

material issues reported.

30. The Committee commended the Board for the good job.

MIN.NO.N AIDAA oscloFAcl2023 050 ADJOURN MENT/DATE OF N SITTING
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There being no other business, the meeting was adjourned at 12:20 pm. The next meeting

will be held on notic I

I

t
I

ArE...+. i2\2\23
SIGNED o

HON. GIDEON MUTEMI MU TYUNGI. M.P.

CHAIRPERSON
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L MINUTES OF THE I2TIISITTING OF THE DECENTRALIZED FUNDS ACCOUNTS

COMMITTEE HELD ON TUESDAY, I41'II MARCH 2024, IN THE BOARDROOM ON
IOTH FLOOR, HARAMBEE COOPERATIVE HOUSE

a

PRESENT
l. Hon. Gideon Mutemi Mulyungi, CBS, EBS, MP
2. Hon. Gertrude Mwanyanje Mbeyu, MP

3. Hon. Jackson Lentoijoni, Lekumontare, MP
4. Hon. Dorothy Muthoni, Ikiara, MP

5. Hon. Abdi Barre Hussein, MP
6. Hon. Joyce Osogo, Bensuda, Atieno, MP

7. Hon. Innocent Momanyi Obiri, MP

8. Hon. Adhe Guyo Wario, MP

9. Hon. Joseph Kahangara Mburu, MP

10. Hon. David Mboni Mwalika. MP

I I . Hon. Stephen Mogaka, MP
12. Hon. Caroline Jeptoo Ng'elechei. MP

APOLOGIES
I . Hon. Martin Wanyonyi Pepela MP

2. Hon. Mejjadonk Benjamin Gathiru, MP

3. Hon. Reuben Kipngor, Kiborek, MP

IN.ATTENDANCE

Chairperson
Vice{hairperson

I

SECRETARIAT
I . Ms. Ruth M. Gakuya

2. Mr. John Mutinda
3. Ms. Sharon Koskei

4. Mr. Mabuti Mutua

5. Ms. Elizabeth Kibati
6. Mr. Muchiri Mwangi

Clerk Assistant I

Clerk Assistant III
Clerk Assistant III
Legal Officer II
Research Officer III
Audio Officer III

MIN.NO. NA/DAA&GPC / DF ACI2O24IO34 PRELIMINARIES

The Chairperson called the meeting to order at I I.30 am with a word of prayer and thereafter

invited all present to introduce thelnselves. The agenda was unanirnously confirmed as follows: -

AGENDA
l. Prayers

2. Prelirninaries/lntroduction

3. Adoption ofthe Agenda

4. Confirrnation of rninutes

5. Consideration and adoption of the Committee report on its Examination of the
reports of the Auditor's General Report for the NG-CDF Account for the financial
y ear 20 1 6 12017 -2021 122
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t
I6. Any Other Business

7. Adjournrnent

MIN.NO.NA/DAA&GPC/DFAC/20241035 ADOPTION OFAGENDA

The agenda was adopted and proposed by [1on. Certrude Mwanyanje Mbeyu, MP and seconded

by Hon. Adhe Cuyo Wario, MP respectively.

MIN.NO.NA/DAA&GPC/DFAC/2024 I 03 6 CONSIDERATION AND ADOPTION OF
THE COMMITTEE REPORT ON
EXAMINATION OF REPORTS OF THE
AUDITOR GENERAL FOR NG.CDF
ACCOUNT FOR THE FINANCIAL
YEARS 2016/17 TO 202r/22

The Committee considered the fourth report on its Examination of the Reports of the Auditor
General on the Financial Statements for the National Covernment Constituencies Development

Fund (NG-CDF) Account for the Financial Years 2016/17, 2017118, 20l8l19, 2019/20, 2020/21

and 2021/22 .

The report was unanimously adopted having been proposed by Hon. Dorothy Muthoni, lkiara, and

MP and seconded by Hon. Joyce Osogo, Bensuda, Atieno, MP respectively.

MIN.NO.NAiDAA&GPC/DFAC/20241037 ADJOURNMENT/DATE OF NEXT SITTING

There being no other business, the meeting was adjourned at l2.l0pln. The next meeting will be

held on Tuesday l9'r' March 2024.

DATE....... 3 ?ez+

I

I

SIGNED..
HON. DR. GIDEON MUTEMI MULYUNGI, M.P. CBS

(CHAIRPERSON)
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