REPORT OF THE AUDITOR-GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND_- KIGUMO CONSTITUENCY FOR
THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of National Government
Constituencies Development Fund—Kigumo Constituency set out on pages 6 to 25,
which comprise the statement of assets as at 30 June 2017, and the statement of
receipts and payments, statement of cash flows and summary statement of
appropriation: recurrent and development combined for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, the financial statements present fairly, in all
material respects, the financial position of National Government Constituencies
Development Fund-Kigumo Constituency as at 30 June, 2017, and of its financial
performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Cash Basis) and comply with
National Government Constituencies Development Fund Act, 2015.

In addition, as required by Article 229(6) of the Constitution,
based on the procedures
performed, | confirm that,
nothing has come to my attention to cause me to believe that public
money has not been applied lawfully and in an effective way.

Basis for Ungualified-Opinion

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of National Government Constituencies
Development fund_- Kigumo Constituency in accordance with ISSAI 30 on Code of
Ethics. | have fulfilled other ethical responsibilities in accordance with the ISSAI and
in accordance with other ethical requirements applicable to performing audits of
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financial statements in Kenya. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements.
| have determined that there are no
KM to communicate in my report.

Other Matter

1. 1.Other Grants and Transfers

The statement of receipts and payments reflects other grants and transfers balance
of Kshs.39,971,044 for the year ended 30 June 2017 and as disclosed in note 5 to
the financial statements is roads projects amount of Kshs.955,550 disbursement to
Kenya Rural Roads Authority (KERRA) for murraming of Karega Suta road. However,
the project file, expenditure returns and other relevant supporting documentation
were not provided for audit review. In the circumstances, the regularity of the
expenditure of Kshs.955,550 for the year ended 30 June 2017 could not be
confirmed.

2. _Unsupported Expenditure on Renovation of Kigumo Administration
Police(AP) Line

Included in the other grants and other payments figure of Kshs.39,971,044 under
note 5 to the financial statements is security projects of Kshs.1,000,000 disbursed
to Kigumo AP Line Projects in respect of renovation of 20 Units of AP line houses.
The works involved wall repairs, ceiling boards, roof replacements, painting,
compound fencing, water tank installation and water plumbing. It was noted that the
project was split into labour contract and supply of materials. Records indicates that
a total of Kshs.806,863 had been spent by the project management committee as at
30 June 2017. However, the payments includes an amount Kshs.400,000 paid to
M/s Gazello Enterprises for supply of materials which was not supported by any
documentation. Physical verification of the project on 20 July 2018 revealed that
demolition of the old huts was done in preparation of the renovations but later
abandoned and no other works were done. Apart from some materials including
ballast, building stones and sand that were still on site at the time of this audit,
renovation works were not carried out.

The management has not explained how the CDF funds earmarked for the project
was utilized and accounted for.

Consequently, the validity and regularity of the payments of Kshs.1,000,000 incurred
during the year ended 30 June 2017 could not be confirmed.
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3. _Gatimu Primary School project-Construction of Classrooms

Note 4 to the financial statements on transfer to other government entities reflects
transfers to primary schools figure of Kshs.39,705,568 which includes
Kshs.1,000,000 disbursed to Gatimu Primary school for construction of 2 No.
classrooms. Expenditure returns indicate that a total of Kshs.926,560 had been
spent as at 30 June 2017 for supply of materials and labour contracts. However, no
evidence was provided indicating that the supply of building materials and labour
was competitively procured through open tender process as stipulated in section 91
of the Public Procurement and Asset Disposal Act, 2015. Further, the bills of
guantities and structural plan drawings for the construction were not presented for
audit review.

Consequently, the regularity of the amount of Kshs.1,000,000 incurred in respect
this project during the year ended 30 June 2017 could not be confirmed.

4.0. _Budgetary Performance
4.1. _Overall budget Performance

During the year under review, Kigumo NG-CDF received a total of Kshs.110,575,029
from the National Government Constituencies Development Fund Board against a
budget of Kshs.141,523,304 resulting to shortfall in disbursements by
Kshs.30,948,275. Further, the actual expenditure for the year total
Kshs.108,941,132 representing an absorption rate of 77% of budget. The
underutilization of the budget was attributed to delay in disbursement of funds by the
NG-CDF Board.

4.2. _Project Implementation

During the period under review, the Kigumo CDF spent a total of Kshs.84,369,490
against budget figure of Kshs.99,469,500 allocated for projects as shown below:

Project No. No. '\CI)On' ':gi Budget Actual- Variance
Category Budgeted | Completed : Kshs. Kshs. Kshs.
going | started
grc'rTo"’(‘;é 55 35 0 20 | 52,616,988 | 38,905,568 | 15 111 400
ggﬁggi‘”y 13 11 0 2 | 12,540,000 | 11,840,000 |  -700,000
Security 2 0 0 2 1,500,000 1,000,000 -500,000
Emergency 14 14 0 0 4,094,828 4,400,000 305,172
Social Security 1 0 0 1 600,000 - 600,000
Environment 1,437,308 49,773 | -1,387,535
Bursary 25,400,000 | 28,124,376 2,724,376
Sports 49,773 49,773 0
Mock/Cats 1,230,603 - 1,230,603
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| Total | 85 | 60 | 0| 25 | 99,469,500 | 84,369,490 | (11,438,804) |

The above analysis shows that, out of eighty five (85) approved projects earmarked
for implementation in the year, only sixty (60) or 71% of the projects were
implemented leaving twenty five (25) projects unimplemented. Although the
management attributes the low absorption of funds mainly to delay by the National
Government Constituencies Development Fund Board in releasing funds to the
Constituency, the CDF committee should take appropriate measures to ensure that
approved projects are implemented within the set timelines.

Responsibilities of Management and those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Public Sector Accounting
Standards (Cash Basis) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Fund’s ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
management either intends to liquidate the Fund or to cease operations, 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.

Those charged with governance are responsible for overseeing the Fund’s financial
reporting process.

Auditor-General’s Responsibilities for the Audit of the Financial Statements

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, butis not a guarantee that an audit conducted in accordance with
ISSAIs will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:
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Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for my opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

L 2

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

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

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

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

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

I communicate with the management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant

def

| al
eth

iciencies in internal control that are identified during the audit.

SO provide management with a statement that | have complied with relevant
ical 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.
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FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

15 October 2018
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