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REPORT ON THE FINANCIAL STATEMENTS  

Opinion 

I have audited the accompanying financial statements of National Government 
Constituencies Development Fund – Malava Constituency set out on pages 1 to 21, which 
comprise the statement of assets and liabilities as at 30 June 2018, and the statement of 
receipts and payments, 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. 

In my opinion, the financial statements present fairly, in all material respects, the financial 
position of National Government Constituencies Development Fund – Malava Constituency 
as at 30 June 2018, and of its financial performance and its cash flows for the year then 
ended, in accordance with International Public Sector Accounting Standards (Cash Basis) 
and comply with the National Government Constituencies Development Fund Act, 2015.  

Basis for Opinion 

The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of National Government Constituencies 
Development Fund -  Malava Constituency in accordance with ISSAI 30 on Code of Ethics. 
I have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance 
with other ethical requirements applicable to performing audits of financial statements in 
Kenya. I believe that the audit evidence I 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. There were no key audit matters to report 
in the year under review. 

Other Matter 

1. Budgetary Control and Performance 
 

1.1  Budget Performance 

The Fund had an approved budget of Kshs.110,252,531 for the year ended 30 June 2018. 
During the same period, the Fund incurred expenditure totaling Kshs.51,978,101 representing 
47% of the budget resulting into budget under absorption of Kshs.58,274,430 which represents 
53% of the approved budget as detailed below: 
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Item Approved 
Budget 

Kshs. 

Actual 
Expenditure 

Kshs. 

Under 
Absorption 

Kshs. 

Under 
Absorption 

% 

Compensation of 
Employees 

        2,653,776            1,447,753  1,116,023  44 

Use of goods and 
services 

11,393,053          7,682,946    3,710,107  33 

Transfers to Other 
Government Units 

        57,074,414          15,401,030    41,673,384  73 

Other grants and transfers       33,804,160          27,446,372    6,357,788  19 

Acquisition of Assets       3,997,871  0     3,997,871  100 

Other Payments         1,439,257  0       1,439,257  100 

 Totals     110,252,531        51,978,101    58,274,430  53 

  
Failure to utilize funds is an indication that services and approved programs were not 
delivered, and therefore the budget may not have achieved the intended objectives of 
improving service delivery to Malava Constituents.  

1.2   Projects Implementation Status 

According to the Project Implementation Status (PIS) report availed for audit review, the 
management had planned to implement three hundred and twenty-nine (329) projects since 
2013/2014 out which a total of Kshs.434,562,507 had been disbursed as at 30 June 2018. 
According to the status report availed, the projects were at various levels of implementation 
as summarized below:  
 

Financial Year Status No. of Projects Value (Kshs) 

2017/18 Complete 17           11,900,000  

Ongoing 39           44,150,000  

Not Started 2             3,169,257  

Sub-Total 58           59,219,257  

2016/17 and Earlier Complete 249         354,473,250  

Ongoing 18           20,870,000  

Not Started 0  0 

Sub-Total 267         375,343,250  

Grand Total   325         434,562,507  

  
From the summary, eighteen (18) projects relating to 2016/17 and earlier years with 
disbursements amounting to Kshs.20,870,000 and which should have been completed by 
30 June 2017 or earlier were still ongoing. Thirty-nine (39) other projects relating to the year 
under review with disbursements of Kshs.44,150,000 were also still ongoing although they 
should have been completed and handed over by December 2018 while two (2) approved 
projects expected to cost Kshs.3,169,257 had not started as scheduled.  
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Failure to complete the planned projects denies the residents of Malava Constituency the 
benefits that would have been derived from these projects and exposes the Fund to the 
effects of cost escalation due to inflation and other administrative factors.  

1.3  Project Verification 

During the year under review, seven (7) projects with total disbursement of Kshs.18,020,690 
were inspected. The audit revealed that proper identification, monitoring and supervision 
was not carried out by the respective Project Implementation Committees during project 
implementation as highlighted below: 

No Payee Amount 
(Kshs) 

Remarks 

1 Chimaroni Primary 
School 

2,000,000 Construction of School Library initiated in 2014/15 
with an initial allocation of Kshs.1.0 million; 
Kshs.2.0 million in 2015/16; no allocation in 
2016/17 and Kshs.2.0 million in 2017/18. The 
project has been classified as practically complete 
but has serious finishing issues ranging from a 
sagging ceiling, poorly done floor works; door; 
roofing and general workmanship. The projects had 
unsupported payments lacking detailed certificates 
for measurements of works. 

2 Friends School 
Kimang’eti Girls 
Secondary School 

4,000,000 Construction and completion of Twin Laboratory for 
Physics and Chemistry which are now complete, 
handed over and in use. These had floor cracking; 
the ceiling was sagging; and general poor 
workmanship in the finishes for plumbing works. 
The projects had unsupported payments lacking 
the measurements. 

3 St. Gerald 
Shirikhwa Primary 
School 

700,000 Completion of 2 classrooms during the 2017/18 
period having received another Kshs.1.2 million 
during 2016/17 for construction of 3 classes. The 
final certificate did not have any measurement of 
works certified and the contract had been varied by 
Kshs.116,000 due to steeply terrain. Windows had 
been grazed with 3 mm glass instead of 4 mm. 
Verification could not be completed due to lack of 
measurements. 

4 Machemo Primary 
School 

1,100,000 Completion of 2 classrooms had been done but the 
doors were so poorly completed that one of them 
was already broken down and the final certificate 
did not have any measurement of works certified.  

5 Mukavakava 
Dispensary  

3,220,690 The Dispensary’s Staff House was started during 
the 2014/15 period and was completed and handed 
over to the County Government since this is already 
devolved but the County Government has not 
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No Payee Amount 
(Kshs) 

Remarks 

operationalized the Dispensary and the house is 
therefore idle. This project was noted as ongoing in 
the CDF records. 

6 Malava Girls 
Secondary School 

2,000,000 Completion of the School Multi-purpose hall. This 
project was initiated at a cost of Kshs.9 million 
during the 2014/15 when the NGCDF disbursed 
Kshs.2 million and another Kshs.2 million advanced 
during the 2015/16. No funds were provided during 
2016/17 and the current disbursement of Kshs.2 
million which brought the total cumulative 
disbursements to Kshs.6 million leaving the school 
with a gap of about Kshs.3 million during the 5th 
year of the project. The project was noted to be 
behind schedule and had unsupported payments. 

7 Namagara 
Secondary School 

5,000,000 The school acquired a piece of land and 
constructed a new School Administration Block 
which was practically complete, handed over and in 
use. It was however noted that there was poor 
workmanship with the doors having visible cracks 
and ceiling sagging. Replacement of the doors and 
repair works for the ceiling need to be repeated on 
a priority basis. Verification could not be completed 
due to lack of measurements.  

The school had an old project for Twin Laboratories 
for Physics and Chemistry which are now complete, 
handed over and in use. However, the floor was 
cracking; the ceiling was sagging and general poor 
workmanship to the finishes for plumbing works.  

 Total 18,020,690   

 

From the physical verification undertaken, it is evident that the projects had poor 
workmanship and therefore, Malava Constituents may not have obtained value for money 
spent of the projects. 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES 

Conclusion 

As required by Article 229(6) of the Constitution, based on the audit procedures performed, 
except for the matter described in the Basis for Conclusion on Lawfulness and Effectiveness 
in Use of Public Resources section of my report, I confirm that, nothing else has come to my 
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attention to cause me to believe that public resources have not been applied lawfully and in 
an effective way. 

Basis for Conclusion 

Bursary Cheques 

The bank reconciliation statements for the month of June 2018 showed unpresented 
cheques amounting to Kshs.1,490,571 as at 30 June 2018. Audit review of the position as 
at 31 December 2018 showed bursary payment cheques amounting to Kshs.256,000 related 
to the period 25 January 2018 to 21 June 2018 and had not been presented for payment 
and were stale. Further, these cheques had not been reversed to the cash book. The 
management has not explained why bursary cheques meant for needy students remained 
that long without being presented and without follow up from both the Constituency 
Development Fund Committee and the concerned students as analysed below: 

Cheque No. Date Payee 
Amount  

(Kshs) 

6825 25.01.2018 Lwanda K Secondary  School                 25,000.00  

6888 22.03.2018 E-Smart College                 10,000.00  

6889 22.03.2018 Flight TC                 10,000.00  

6995 22.03.2018 University of Nairobi                 50,000.00  

6997 22.03.2018 Victory College of Accountancy                 10,000.00  

7065 26.04.2018 Embu TTC                   6,000.00  

7147 26.04.2018 Lurale Hill Vocational                   4,000.00  

7154 26.04.2018 Machris Complex ECD                   6,000.00  

7175 26.04.2018 Muranga TTC                 18,000.00  

7202 26.04.2018 St. Augustine Eregi TTC                   6,000.00  

7224 26.04.2018 Thika School of Medical Sciences                 24,000.00  

7235 26.04.2018 Uzima University                 12,000.00  

7576 26.04.2018 KMTC Kapenguria                   6,000.00  

7333 17.05.2018 Ebwambwa Secondary                   6,000.00  

7392 17.05.2018 Kerongo Secondary                   3,000.00  

7417 17.05.2018 Mangu High                   7,000.00  

7458 17.05.2018 Ndivisi Boys                 10,000.00  

7478 17.05.2018 Shieywe Secondary                   3,000.00  

7545 17.05.2018 St. Patricks Naitiri Boys                   3,000.00  

7581 18.05.2018 Butere Boys                   5,000.00  

7730 14.06.2018 Chebwai Teachers Training College                   6,000.00  

7746 14.06.2018 Eldoret Technical Training Institute                 14,000.00  

7756 14.06.2018 Friends Secondary School Silungai Girls                   6,000.00  

7791 21.06.2018 Mosoriot TTC                   6,000.00  

Total         256,000.00  

 
Consequently, the identification of the beneficiaries and disbursement of the bursary 
cheques may have not been done as per the guidelines issued by the NGCDF Board. 
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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 EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND 
GOVERNANCE 

Conclusion 

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit procedures 
performed, I confirm that, nothing has come to my attention to cause me to believe that 
internal controls, risk management and governance were not effective. 

Basis for Conclusion 

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330.  The standards 
require that I plan and perform the audit to obtain assurance about whether effective 
processes and systems of internal control, risk management and governance were 
operating effectively, in all material respects. I believe that the audit evidence I have obtained 
is sufficient and appropriate to provide a basis for my conclusion. 
 
Responsibilities of Management and Those Charged with Governance  

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

In preparing the financial statements, management is responsible for assessing the Fund’s 
ability to continue 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. 

In addition to the responsibility for the preparation and presentation of the financial 
statements described above, management is also responsible for ensuring that the 
activities, financial transactions and information reflected in the financial statements are in 
compliance with the authorities which govern them, and that public resources are applied in 
an effective way. 
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Those charged with governance are responsible for overseeing the Fund’s financial 
reporting process, reviewing the effectiveness of how the entity monitors compliance with 
relevant legislative and regulatory requirements, ensuring that effective processes and 
systems are in place to address key roles and responsibilities in relation to governance and 
risk management, and ensuring the adequacy and effectiveness of the control environment. 

Auditor-General’s Responsibilities for the Audit  

The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes my opinion in accordance with the provisions 
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with 
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is 
not a guarantee that an audit conducted in accordance with ISSAIs will always detect a 
material misstatement and weakness when it exists. Misstatements can arise from fraud or 
error and are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of these 
financial statements. 

In addition to the audit of the financial statements, a compliance audit is planned and 
performed to express a conclusion about whether, in all material respects, the activities, 
financial transactions and information reflected in the financial statements are in compliance 
with the authorities that govern them and that public resources are applied in an effective 
way, in accordance with the provisions of Article 229(6) of the Constitution and submit the 
audit report in compliance with Article 229(7) of the Constitution.  

Further, in planning and performing the audit of the financial statements and audit of 
compliance, 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 ISSAIs. A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively 
low level the risk that misstatements caused by error or fraud in amounts that would be 
material in relation to the financial statements being audited may occur and not be detected 
within a timely period by employees in the normal course of performing their assigned 
functions.  

Because of its inherent limitations, internal control may not prevent or detect misstatements 
and instances of non-compliance. Also, projections of any evaluation of effectiveness to 
future periods are subject to the risk that controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the Fund policies and 
procedures may deteriorate. 

As part of an audit conducted in accordance with ISSAIs, I exercise professional judgement 
and maintain professional scepticism throughout the audit. I 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. 
  

 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 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 Fund to cease to continue to sustain its 
services.  
 

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

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

 Perform such other procedures as 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 
 
05 August 2019  


