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- - NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND- BORABU CONSTITUENCY
< Reports and Financial Statements

... For the year ended June 20, 2017

l. KEY CONSTITUENCY INFORMATION AND MANAGEMENT

(a) Background information

The Constituencies Development Fund (CDF) was established under the Constituencies
Development Fund (CDF) Act, 2003, amended in 2007 and repealed by the CDF Act of 2013. In
2015, the CDF Act of 2013 was declared unconstitutional and a new Act was enacted in 2015,
being the National Government Constituencies Development Fund Act, NG-CDF Act, 2015. The
National Government Constituencies Development Fund (NG-CDF) is under the Ministry of
Devolution and Planning. The objective of the Fund is to provide mechanisms for supplementing
implementation of the National Government development Agenda at the constituency level.

(b) Key Management
The BORABU Constituency’s day-to-day management is under the following key organs:

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

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June
2016 and who had direct fiduciary responsibility were:

No. Designation Name

1. Accounting Officer Yusuf Mbuno

' A.lLE holder Edwin Lecha
Accountant Thomas Obonyo

(d) Fiduciary Oversight Arrangements

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

(e) BORABU NG-CDF Headquarters
P.O. Box 1-40502
Menyenya Farmers Building
Nyansiongo
Kenya.
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(f) BORABU NG-CDF Contacts
Telephone: (254) 714 836 279
E-mail: borabucdf@cdf.go.ke
Website: www.cdf.go.ke

(g) BORABU NG-CDF Bankers
Equity Bank
Keroka Branch
Ac NO. 1240261392623

(h) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084-00100

Nairobi, Kenya

(i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112-00200
Nairobi, Kenya.
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1. FORWARD BY THE CHAIRMAN NATIONAL GOVERNMENT CONSTITUENCIES
DEVELOPMENT FUND COMMITTEE (NGCDF()

Borabu NG-CDF received Kshs 61,348,276.60 during financial year 2016/2017.We were able to
implement projects to the tune of Kshs 109,890,796.60 ranging from schools, technical
institutions, bursary, water and security having also utilised an opening balance of Kshs
48,664,942 in the same financial year.

Borabu NG-CDF has offered part funding to Borabu Technical Training Institute in conjunction to
the Ministry of Education. The project is 90% complete and will be highly beneficial to the
community for training in Technical skills once complete. The NG-CDF has also initiated Borabu
Teachers training college in-conjunction with the Ministry of basic education and will also be
another pace a land mark project in promoting educational skills. We have also facilitated
construction of Chiefs Offices in the constituency which has helped improve security.

The NG-CDFC however wishes to note that timely dlsbursement of funds will go a long way in
enabling faster implementation of projects.

Chairman - BORABU NG-CDFC
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Illl.  STATEMENT OF NGCDF MANAGEMENT RESPONSIBILITIES

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

The Accounting Officer in charge of the BORABU NGCDF is responsible for the preparation and
presentation of the NGCDF’s financial statements, which give a true and fair view of the state of
affairs of the NGCDF for and as at the end of the financial year (period) ended on June 30, 2017.
This responsibility includes: (1) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the NGCDF; (iii) designing, implementing and maintaining internal controls relevant
to the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of
the NGCDF; (v) selecting and applying appropriate accounting policies; and (vi) making
accounting estimates that are reasonable in the circumstances.

The Accounting Officer in charge of the BORABU NGCDF accepts responsibility for the NGCDF’s
financial statements, which have been prepared on the Cash Basis Method of Financial Reporting,
using appropriate accounting policies in accordance with International Public Sector Accounting
Standards (IPSAS). The Accounting Officer is of the opinion that the NGCDF’s financial statements
give a true and fair view of the state of NGCDF’s transactions during the financial year ended June
30, 2017, and of the NGCDF’s financial position as at that date. The Accounting Officer charge of
the BORABU NGCDF further confirms the completeness of the accounting records maintained for
the NGCDF, which have been relied upon in the preparation of the NGCDF’s financial statements as
well as the adequacy of the systems of internal financial control.

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

Approval of the financial statements

The N CDF’1 fina ja,l-;,'statem-gqgjs“ were approved and signed by the Accounting Officer on
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OFFICE OF THE AUDITOR-GENERAL

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of National Government
Constituencies Development Fund - Borabu Constituency set out on pages 5 to 26, 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, 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
- Borabu 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 the National Government Constituency
Development Fund Act, 2015.

In addition, as required by Article 229(6) of the Constitution, except for matters highlighted
in the Other Matter section of my report 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 Qualified Opinion

Unsupported and Omitted Expenditures

Included in the use of goods and services balance of Kshs.14,039,148 reflected in the
statement of receipts and payments for the year under review is a sum of
Kshs.3,897,381 being committee allowances of Kshs.2,672,300 and purchase of goods of
Kshs.1,225,081 that were not supported with relevant documentation and information such
as dates of meetings held, work tickets of vehicles used during monitoring and evaluation
and store records.

Report of the Auditor-General on the F inancial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017
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Also included in the use of goods and services expenditure balance of Kshs.14,039,148
is expenditure amounting to Kshs.2,863,000 which was however not included in the Fund’s

ledger:

Payee Date Details Ameu

: Ksh
Edwin Lecha 15 September 16 Committee allowances 400,00
e 4 August 2016 M&E Allowances 353,2(
Fund Account Manager | 22 September 2016 | ,, 393,00
ggﬁgs i il 27 July 2016 Administration Expenses 399,36
Edwin Lecha 3 Novatiber 2016 | N Hii Alowances | & 1OMe  +sqniol

Expenses

29 November 2016 | salaries 90,22

28 February 2017 Contribution to NSSF 7,35

Total 2,863,00

No plausible explanation has been provided by management for the omission.
In view of these discrepancies, the accuracy of the balance of Kshs.14,039,148 under use
of goods and services as at 30 June 2017 cannot be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of National Government Constituencies
Development Fund - Borabu 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 financial statements in
Kenya. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matter described in the
Basis for Qualified Opinion section, | have determined that there are no Key Audit Matters
to communicate in my report.

Other Matter
1. Budgetary Controls and Performance

The Fund'’s revenue was budgeted at Kshs.140,976,494 but actual receipts amounted to
Kshs.110,028,219 resulting in under-collection of Kshs.30,948,275 equivalent to 32% of
the revenue expected. Further, the Fund spent a total Kshs.109,890,797 against a budget
of Kshs.140,976,494 resulting in under-expenditure of Kshs.31,085,697 equivalent to 32%
of the budget as tabulated below:

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017
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Receipt/Expenditure Final Actual Budget %
Item Budget Comparable Utilization | Utilization
(Kshs) | Basis (Kshs) Difference
(Kshs)
(a) (b) c = (b-a) d =c/a %
Kshs. KShs. Kshs.
Receipts
Transfers from CDF 140,961,494 110,013,219 30,948,275 78%
board-AlEs' Received
Other Receipts 15,000.00 15,000.00 0.00 100%
Total Receipts 140,976,494 110,028,219 30,948,275 78%
Payment
Compensation of 1,432,737 52,263 96%
Employees 1,485,000
Use of Goods and 12,390,120 14,039,148 -1,649,028 113%
Services
Transfers to Other 50,382,347 41,360,000 9,022,347 82%
Government Units
Other grants and 66,519,027 52,158,912 14,360,116 78%
Transfers
Acquisition of Assets 8,500,000 200,000 8,300,000 2%
Other Payments 1,700,000 700,000 1,000,000 41%
Total Payments 140,976,494 109,890,797 31,085,697 78%

As a result of the under-collection of revenue and under-expenditure, all planned projects
were not implemented and therefore the constituents could not access all public services
planned for their use during the year under review.

2. Project Implementation

The Fund’s approved plan for the year under review had envisaged implementation of a
total of 75 projects valued at Kshs.65,401,724. However, twenty-four (24) projects valued
at Kshs.12,900,000 were not started; thirty-seven (37) projects valued at
Kshs.26,370,690 were ongoing while only fourteen (14) projects valued at
Kshs.26,131,034 had been completed at the time of the audit as shown in the table below:

Sector Not Started On-going Completed
Value Value Value
No (Kshs) [ No (Kshs) | No (Kshs)
Administration 2 200,000 | 8 7,170,690 | 0o
Environment 16 1,000,000
Education 12 5,200,000 | 10 | 14,200,000 | 11 25,081,034
Security 2,500,000 | 3 4,000,000 1,050,000

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017
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Health (Social 1,000,000

Security Services) 1 0

Office Infrastructure 1 4,000,000 0

Total 24 12,900,000 | 37 | 26,370,690 | 14 26,131,034

The Fund, therefore, did not deliver planned services to the constituents and consequently
did not achieve its development objectives for the year.

3. Emergency Projects

Included in the other grants and transfers of Kshs.52,158,912 are emergency project
expenditures totaling Kshs.4,084,081 out of which, Kshs.1,951,000 was spent on
committee allowances. The allowances were however not of emergency nature and
therefore, the designation of the expenditure as such was irregular as it did not meet the
conditions for emergencies set in Section 8(3) of National Government Constituencies
Development Fund Act, 2015.

Further, the aggregate expenditure of Kshs.4,084,081 incurred on emergency projects
was 6.6% of total expenditure for the year and was thus higher than the 5% threshold set
by Section 8(1) of National Government Constituencies Development Fund (NGCDF) Act,
2015.

4. Expenditures Incurred on Devolved Functions

The Fund financed five (5) projects totaling Kshs.30,912,000 out of which three (3) namely
water, health and agriculture on which expenditure totaling Kshs.7,800,000 was incurred
were devolved functions for which the County Government is responsible:

Description Amount (Kshs)
Water 4,550,000
Health 500,000
Agriculture /Food 2,750,000
Totals 7,800,000

Consequently, the Fund management breached the law governing use of the NGCDF
funds.

5. Pending Bills

Note 11 to financial statements under other disclosures indicates pending account and
staff payables of Kshs.5,150,000 and Kshs.122,511 respectively totaling
Kshs.5,272,511 incurred but not paid in the year under review.

No explanation has been provided by management on why expenditure commitments
were made in excess of the budget.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017

4



6. Compensation to Employees

Included in the balance of employee’s compensation of Kshs.1,432,737 is an expenditure
of Kshs.617,412 incurred without the Constituency Committee minutes as required by
Section 12(5) of the NGCDF Act, 2015 which requires every payment or instruction for
payments out of the Fund account to be made as prescribed in minutes of a resolution of
a meeting of the Constituency Committee.

As a result, the management breached the law and therefore the expenditure is irregular.

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 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 intends to
liquidate the Fund or 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, but
is not a guarantee that an audit conducted in accordance with ISSAIls 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 ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017
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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.

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 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 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
activities of the Fund to express an opinion on the financial statements.

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

| communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

| also provide management with a statement that | have complied with relevant ethical
requirements regarding independence, and 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

27 September 2018

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development
Fund — Borabu Constituency for the Year ended 30 June 2017
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" NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND- BORABU CONSTITUENCY
- Reports and Financial Statements
~ For the year ended June 20, 2017

IV. STATEMENT OF RECEIPTS AND PAYMENTS

Note 2016-2017 2015-2016
Kshs Kshs
RECEIPTS
Transfers from CDF board-AlEs' ;
Received 61,348,276.60 131,841,617.00
Other Receipts 2
15,000.00
TOTAL RECEIPTS
61,363,276.60 131,841,617.00
PAYMENTS
Compensation of Employees
P ploy 3 1,432,737.00 1,106,772.00
Use of goods and services 4 '
‘ 14,039,148.00 11,449,218.00
Transfers to Other Government ) .
Units = 41,360,000.00  32,611,448.00
Other grants and transfers 6
52,158,911.60 47,358,269.00
Acquisition of Assets 7
200,000.00
Other Payments 8
700,000.00 3,226,186.00

TOTAL PAYMENTS

SURPLUS/DEFICIT

109,890,796.60

95,751,893.00

(48,527,520.00)

36,089,724.00

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

part of the flnanoal statements. The BORABU NGCDF financial statem&&t?w?r“&af; )

2017 and signed by:

CHairmah - NGCDFC

Fund AccounT‘Ma‘?'%rgaév-‘ e

gved on



- NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND- BORABU CONSTITUENCY
, Reports and Financial Statements
For the year ended June 30, 2017

V. STATEMENT OF ASSETS

Note 2016-2017 2015-2016
Kshs Kshs
FINANCIAL ASSETS
Cash and Cash Equivalents
Bank Balances ( as per the cash book) 9
137,422.00 48,664,942.00
137,422.00 48,664,942.00
TOTAL FINANCIAL ASSETS
] 137,422.00 48,664,942.00
REPRESENTED BY
Fund balance b/fwd 1st July...
10 48,664,942.00 12,575,218.00
Surplus/Deficit for the year ( from stm
of receipt & expenditure (48,527,520.00) 36,089,724.00
NET ASSETS
137,422 48,664,942.00

The accounting nolicies and explanatory notes to these financial statements forin an integral
part of the financial statements. The BORABU NGCDF financial statements were approved on
2017 and signed by:

Chaifman -/ch.coﬁc
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NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND- BORABU CONSTITUENCY
. Reports and Financial Statements
For the year ended June 30, 2017

V. STATEMENT OF CASHFLOW

Note 2016-2017 2015-2016
Receipts for operating Activities Kshs Kshs
Transfers from Other Government
Entities 1 61,348,277 131,841,617
Other Receipts 2 15,000

61,363,277 131,841,617

Payments for operating expenses
Compensation of Employees 3 1,432,737 1,106,772
Use of goods and services 4 14,039,148 11,449,218
Transfers to Other Government
Units 5 41,360,000 32,611,448
Other grants and transfers 6 52,158,912 47,358,269
Other Payments 7 700,000 3,226,186
Total Payments 109,690,797 95,751,893
Net cash flows from Operating
Activities (48,32/,520) 36,089,724
CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of Assets 8 200,000
Net cash flows from Investing
Activities 200,000
NET INCREASE/ IN CASH AND CASH EQUIVALENT (48,527,520) 36,089,724
Cash and cash equivalent at
BEGINNING of the year 10 48,664,942 12,575,218
Cash and cash equivalent at END of
the year 137,422 48,664,942

2017 and signed by:

Chaifman’NGCDFC

The accounting policies and explanatory notes to these financial statements form an integral
part of the financial statements. The BORABU NGCDF financial statements we;eapproved on
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