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NATIONAL GOVERNMENT CONSTIT UENCIES DEVELOPMENT FUND (N GCDF)
KITUI RURAL CONSTITUENCY ‘ =
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For the year ended June 30, 2018

[ KEY CONSTITUENCY INFORMATION AND MANAGEMENT

(2) Background information

The National Government Constituencies Development Fund (NG-CDF) (hereafter referred to as
the Fund) formerly Constituencies Development Fund (CDP), is a fund established in 2003 through
an Act of Parliament, the Constituencies Development Fund Act, 2003. The Act was later reviewed
through the enactment of the CDF (Amendment) Act 2007, and repealed through CDF Act, 2013.
The latter was subsequently succeeded by the current NG-CDF Act, 2015. At cabinet level, NG-CDF
is represented by the Cabinet Secretary for Devolution, who is responsible for the general policy
and strategic direction of the Fund.

Mandate
The mandate of the Fund as derived from sec (3) of NG-CDF Act, 2015 is to:

a) Recognize the constituency as a platform for identification, performance and
implementation of national government functions;

b) Facilitate the performance and implementation of national government functions in all parts
of the Republic pursuant to Article 6(3) of the Constitution;

¢) Provide for the participation of the people in the determination and implementation of
identified national government development projects at the constituency level pursuant to
Article 10(2)(a) of the Constitution;

d) Promote the national values of human dignity, equity, social justice, inclusiveness, equality,
human rights, non-discrimination and protection of the marginalized pursuant to Article 10
(2) (b) of the Constitution;

e) Provide for the sustainable development of all parts of the Republic pursuant to Article 10
(2) (d) of the Constitution;

f) Provide a legislative and policy framework pursuant to Article 21 (2) of the Constitution for
the progressive realization of the economic and social rights guaranteed under Article 43 of
the Constitution,

g) Provide mechanisms for the National Assembly to deliberate on and resolve issues of
concern to the people as provided for under Article 95 (2) of the Constitution;

h) provide for a public finance system that promotes an equitable society and in particular
expenditure that promotes equitable development of the country by making special
provisions for marginalized groups and areas pursuant to Article 201 (b) (i) of the
Constitution;

) Authorize withdrawal of money from the Consolidated Fund as provided ' under Article 206
(2) (c) of the Constitution;

j) Provide mechanisms for the National Assembly to facilitate the involvement of the people in
the identification and implementation of projects for funding by the national government at
the constituency level; and

k) Provide for mechanisms for supplementing infrastructure development at the constituency
level in matters falling within the functions of the national government at that level in
accordance with the Constitution

Vision

Equitable Socio-economic development countrywide

Mission

To provide leadership and policy direction for effective and efficient management of the Fund
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Core Values
1. Patriotism — we uphold the national pride of all Kenyans through our work
2. Participation of the people- We involve citizens in making decisions about programmes wWe
fund
3. Timeliness — we adhere to prompt delivery of service
4. Good governance — We€ uphold high standards of transparency, accountability, equity,
inclusiveness and integrity in the service of the people
5. Sustainable development — we promote development activities that meet the needs of the
present without compromising the ability of future generations to meet their own needs.

(b) Key Management
The NG-CDF Kitui Rural day-to-day management is under the following key organs:

i.  National Government Constituencies Development Fund Board (NG-CDFB)
ii.  National Government Constituency Development Fund Committee (NG-CDFC)

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30t June
2018 and who had direct fiduciary responsibility were:

No Designation Name

8 Accounting Officer Yusuf Mbuno

2. A.LE holder PAUL MUGWE

8. Sub-County Accountant PAUL NYORO

4. Chairman NG-CDFC MUEMA MUNYWOKI

5 ALTERNATE SIGNATORY ANGELINA MUTHEU

(d) Fid:uciary Oversight Arrangements

The Audit and Risk Management Committee (ARMC) of NG-CDF Board provide overall fiduciary
oversight on the activities of N G-CDF —Kitui Rural Constituency. The reports and recommendation
of ARMC when adopted by the NG-CDF Board are forwarded to the Constituency Committee for
action. Any matters that require policy guidance are forwarded by the Board to the Cabinet
Secretary and National Assembly Select Committee.

(¢) NGCDF KITUI RURAL Constituency Headquarters

P.O. Box 1422-90200, Kitui
ESTHER HOUSE
Kitui - Machakos Road
Kwa Vonza Market, KITUI
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() NG-CDF KITUI RURAL Constituency Contacts

Telephone: (254) 721640726
E-mail: kwavonzaoffice@gmail.com
Website:

(g) NG-CDF KITUI RURAL Constituency Bankers

1a Equity Bank
Kitui BRANCH
ACCOUNT NO: 0720 261 934 286
Kitui Town

(h) Independent Auditors

Auditor General

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

GOP 00100

Nairobi, Kenya

() Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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ILFORWARD BY THE CHAIRMAN NG-CDF COMMITTEE

The Kitui Rural National Government Constituency Development Fund in the financial year
2017/2018 was allocated Kshs. 81,310,335 (Eighty One million three hundred and ten
thousand three hundred and thirty five shillings only)

During the financial year 44% of the allocation was disbursed to the constituency. Therefore
the constituency received a total amount of Kshs.43, 405,172 (Forty Three Million Four
Hundred and Five Thousand One Hundred and Seventy Two Shillings Only)

The NG-CDFC was able to timely transfer the disbursed funds to project management
committees. The NG-CDFC has also been able to carry out monitoring and evaluation to over
70% of the funded projects.

Kitui Rural NG-CDF key Achievements
The following are key achievements for Kitui rural Constituency
1. Access of education by poor and needy students through bursary
Improvement of learning Facilities
Increased enrolment in Schools and improved performance through creation of
conducive learning environment
4. Community Empowerment through community employment in full and labour based
contracts.

W

Implementation challenges and way forward

1 Insufficient funds to cater for the community demands.NG-CDF funds should be

increased.

2. Inadequacy of qualified NG-CDFC staff .The NG-CDF Board should employ and
deploy more staff to the constituency to assist the fund account manager in project
implementation and reports preparation.

Inadequate NG-CDFC facilitation. Sitting allowances for committees to be revised to
improve motivation.

(US]

= a2
Sign

CHAIRPERSON NG-CDF COMMITTEE
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‘TII.  STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2013 requires that, at the end of each financial
year, the accounting officer for a National Government Entity shall prepare financial statements in
respect of that entity. Section &1 (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 NG-CDF-Kitui Rural Constituency is responsible for the
preparation and presentation of the entity’s financial statements, which give a true and fair view of
the state of affairs of the entity for and as at the end of the financial year (period) ended on June 30,
2018. This responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (i1) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of the
entity; (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 entity; (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 NG-CDF-Kitui Rural Constituency accepts responsibility for
the entity’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 entity’s financial
statements give a true and fair view of the state of entity’s transactions during the financial year
ended June 30, 2018, and of the entity’s financial position as at that date. The Accounting Officer
charge of the NG-CDF-Kitui Rural Constituency further confirms the completeness of the accounting
records maintained for the entity, which have been relied upon in the preparation of the entity’s
financial statements as well as the adequacy of the systems of internal financial control.

The Accounting Officer in charge of the NG-CDF-Kitui Rural Constituency confirms that the entity
has complied fully with applicable Government Regulations and the terms of external financing
covenants (where applicable), and that the entity’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 entity’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 NG-CDF-Kitui Rural Constituency financial statements were approved and signed by the

Accounting Officer’on 20/08/ 2013.
o S
Fund Account Manager Sub-Cou\ﬁ/ty Accountant

PAUL MUGWE CPA.PAUL NYORO
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND (NG-CDF) -KITUI RURAL
CONSTITUENCY FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

| have audited the accompanying financial statements of National Government
Constituency Development Fund (NG-CDF) — Kitui Rural Constituency set out on pages
6 to 33 which comprise the statement of assets as at 30 June 2018, 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.

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of National Government Constituencies Development Fund (NG-CDF)
— Kitui Rural 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 do not comply with National Government
Constituency Development Fund Act, 2015.

Basis for Adverse Opinion
1.0 Bursary Funds

Note 7 to the financial statements reflects Kshs.28,852,000 in respect to other grants and
other payments which includes Kshs.18,360,000 and Kshs.6,403,000 in respect to
bursaries to secondary schools and tertiary institutions respectively both totaling to
Kshs.24,763,000 and which have not been acknowledged as having been received by
the recipient institutions. In addition, records relating to how the beneficiaries were
identified, the vetting criteria, the list of total and successful applicants were not availed
for audit review.

In the circumstances, it has not possible to ascertained whether Kshs.24,763,000 in
respect to bursaries for the year ended 30 June 2018 was issued for the intended
purpose.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
(NG-CDF) — Kitui Rural Constituency for the year ended 30 June 2018
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2.0 Cash and Cash Equivalents
2.1 Stale Cheques

Note 10A to the financial statements reflects Kshs.15,477,276 in respect to bank balances
as at 30 June 2018. However, the respective bank reconciliation statement reflects
Kshs.5,072,664 in respect to unpresented cheques out of which Kshs.2,057,322 had
become stale as at the time of this audit in February 2019 but the same had not been

replaced or reversed in the cash book thereby understating the cashbook balance as at
30 June 2018 by the same amount.

In the circumstances, the accuracy of cash and cash equivalents balance of

Kshs.15,477,276 reflected in the financial statements as at 30 June 2018 could not be
confirmed.

2.2 LostCash

Note 10A to the financial statements reflects Kshs.15,477,276 in respect to bank balances
as at 30 June 2018. However, the bank reconciliation statements reflected
Kshs.1,025,231 in respect to payments in the bank but not recorded in the cash book as
at 30 June 2018 which included Kshs.970,000 in respect to a payment made to a firm by
the bank in March 2017 through forged signatures. Although the matter was reported to
the police, the funds had not been recovered as at the time of the audit in February 2019.

In the circumstances, the recoverability of the Kshs.970,000 cash loss as at 30 June 2018
could not be ascertained.

3.0 Committee Expenses

Note 5 to the financial statements reflect Kshs.5,737,000 in respect to use of goods and
services which include Kshs.3,547,000 in respect to committee expenses which further
included Kshs.1,961,000 expenditure and whose supporting documents including

attendance registers and minutes of the committee meetings were not availed for audit
review.

In addition, included in the Kshs.3,547,000 is Kshs.197,600 paid to a firm whose
justification for payments was not availed for audit review.

In the circumstances, the validity and propriety of Kshs.1,961,000 and Kshs.197,600 both

totaling Kshs.2,158,600 in respect to committee expenses as at 30 June 2018 could not
be confirmed.

4.0 Unsupported Fuel Expenditure

Note 5 to the financial statements reflects Kshs.5,737,000 in respect to use of goods and
services which include Kshs.310,300 in respect to fuel, oil and lubricants and which
further includes Kshs.150,000 paid to a firm for supply of fuel. However, documents to

show how the fuel was consumed including work tickets, detail orders and fuel register
were not availed for audit review.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
(NG-CDF) — Kitui Rural Constituency for the year ended 30 June 2018
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In the circumstances, the propriety of Kshs.310,300 in respect to fuel, oil and lubricants
could not be confirmed.

5.0 Other Grants and other Payments

Note 7 to the financial statements reflects Kshs.28,852,000 in respect to other grants and
other payments which includes Kshs.1,929,000 in respect to mock and continuous
assessment tests (CAT) expenses which was incurred to facilitate Kitui Rural primary
schools head teachers to attend Kenya Primary Schools head teachers Association
meetings in Mombasa. Included in Kshs.1,929,000 were two payments of Kshs.555,000
and Kshs.674,000 both totaling to Kshs.1,229,000 which were paid by the Fund manager
through imprest without evidence that the project management committee was involved
contrary to Section 36 of NG-CDF Act 2015 which states that Projects under the Act shall
be implemented by the Project Management Committees (PMC).

Further, included in Kshs.1,929,000 was Kshs.406,000 said to have been spent on
servicing and fueling of the buses hired during the meeting in Mombasa whose supporting
documents including work tickets were not availed for audit review.

In the circumstances, the accuracy and value for money for the Kshs.1,929,000 in respect
to Mocks and CAT could not be ascertained.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of Kitui Rural NG - CDF 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.

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 matters described in
the Basis for Adverse Opinion section, | have determined that there are no other key audit
matters to communicate in my report.

Other Matters
1.0 Budget Control and Performance
1.1 Receipt Analysis

The Fund’s summary statement of appropriation: recurrent and development combined
for the year ended 30 June 2018 reflects an approved receipt budget of Kshs.113,804,275
and actual receipts of Kshs.58,519,801 resulting to budget shortfall of Kshs.55,284,474.

Overall, the Fund failed to actualize its budget by Kshs.55,284,474 or 48.6% an indication
that some of the programmes and activities that had been planned were not implemented.
There is need therefore for Constituency Development Fund management to review its

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
(NG-CDF) — Kitui Rural Constituency for the year ended 30 June 2018
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budget making process with a view to formulating a realistic budget that would be
actualized for service delivery to the citizens of Kitui Rural Constituency.

1.2 Expenditure Analysis

The statement of appropriation: recurrent and development combined for the year ended
30 June 2018 reflects a budgeted expenditure of Kshs.113,804,274 and actual
expenditure of Kshs.43,042,525 resulting in to an under-expenditure of Kshs.70,761,749
(62%) on four (4) items as shown below:

Budget Actual Under %
Items (Kshs) (Kshs) (Kshs) | under
Compensation of employees 1,420,760 1,227,459 193,301 14%
Use of goods and services 8,104,385 5,737,000 2,367,385 29%
Transfers to other Government
units 39,862,034 6,031,034 | 33,831,000 85%
Other grants and transfers 64,417,095 | 30,047,032 | 34,370,063 53%
Total 113,804,274 | 43,042,525 | 70,761,749 62%

The under-spending of the budget by Kshs.70,761,749 reflected equivalent services
expected and not delivered to the residents of Kitui Rural constituency. This is an indicator
of improper budget planning process. There is need therefore for the management to
relook at its budgeting mechanism with a view to focusing on areas which will improve
service delivery to the residents of Kitui Rural Constituency.

2.0 Other Payments

Note 9 to the financial statements reflects Kshs.1,195,032 in respect to other payments
which was meant for developing a five year (2018-2022) strategic plan for Kitui Rural
Constituency Development Fund. The contract for developing the strategic plan was
signed on 25 May 2018 between the Fund and a firm at a contract sum of Kshs.2,987,580
and a contract period of 20 working days. The Kshs.1,195,032 was paid to the firm on 6
June 2018 in accordance with the contract which stipulated that 40% of the contract price
to be paid after the inception report. However, as at the time of audit in February 2019,
the strategic plan had not been developed almost seven (7) months after the expiry of the
contract period. No explanation was given for the delay.

In the circumstances, it has not been possible to establish whether the Fund will get value
for money for the Kshs.1,195,032 paid for developing a strategic plan.

3.0 Project Implementation Status Report

Note 6 and 7 to the financial statements for the year under review reflects transfers to
other Government entities and other grants and other payments of Kshs.6,031,034 and
Kshs.28,852,000 respectively both totaling to Kshs.34,883,034 which is earmarked to
implement projects. However, it has not been possible to ascertain the status of the

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
(NG-CDF) — Kitui Rural Constituency for the vear ended 30 June 2018
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projects worth Kshs.34,883,034 as important details such as location of projects, total
funds allocated per project, funds disbursed, date of completion and project status were
not produced for audit verifications.

In the circumstances, it has not been possible to ascertain the implementation status of
projects worth Kshs.34,883,034 for the year ended 30 June 2018.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on Lawfulness and Effectiveness in Use of
Public Resources section of my report, based on the audit procedures performed, |
confirm that public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1.0 Project Management Committee (PMC) Balances

Note 6 and 7 to the financial statements reflects Kshs.6,031,034 and Kshs.28,852,000 in
respect to transfer to other government units and other grants and transfers both totaling
to Kshs.34,883,034 and which was transferred to various projects implementation
committees (PMC) to implement various projects in the Constituency. Although the
respective project’'s supporting documents were not availed for audit review, a physical
verification of the projects done on eight (8) projects revealed that six (6) of them were
incomplete. However, the Fund did not include any unutilized funds in respect to these
projects in the financial statements as Project Management Committee (PMC) bank
balances.

In the circumstances, it was not possible to ascertain the amount of cash held by the
various PMC in respect to the ongoing and not started projects.

2.0 Presentation of the Financial Statements

The financial statements for the year under review did not include a separate summary
statement of appropriation for recurrent and development and a budget execution by
programmes and sub- programmes. This is contrary to the Public Sector Accounting
Standards Board (PSASB) which stipulates that these statements should be included in
the financial statements for any National Government entity. Further, the PSASB stipulate
that the Fund should include a statement of assets and liabilities and not the statement
of assets as reflected in the financial statements for the year under review. In addition,
the Board stipulates that the head of finance should indicate his/her Institute of Certified
Public Accountant (ICPAK) membership number in the financial statements. However,
this membership number was not included in the financial statements for the year ended
30 June 2018.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
(NG-CDF) — Kitui Rural Constituency for the year ended 30 June 2018
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In the circumstances, the presentation of the financial statements for the year under
review was not in accordance with the recommended PSASB format.

3.0 Progress on Follow up of Auditors Recommendations

The financial statements for the year under review at Page 32 and 33 reflects a progress
on follow up of Auditors recommendations showing that all the issues/observations have
been resolved. However, this progress on follow up of Auditors recommendations is not
correct as the issues reflected therein do not relate to any of the previous Auditor-
General’s reports.

In the circumstances, the accuracy of the information contained in the progress on follow
up of Auditor recommendations included in the financial statements for the year ended
30 June 2018 could not be ascertained.

4.0 Transfer to other Government Entities

Note 6 to the financial statements reflect Kshs.6,031,034 in respect to transfer to
government entities which comprised of Kshs.5,331,034 and Kshs.700,000 transferred to
primary schools and secondary schools respectively.

A physical verification carried out in the month of February 2019, revealed anomalies on
six (6) projects worth Kshs.3,931,034 as shown below;

Approved Amount
Project Project allocation | disbursed

S.No | Name Activities (Kshs) (Kshs) | Status Audit observations

1 Itooma Construction 500,000 500,000 | On- e plastering, floor,
Primary of class- going windows and door are
School room to not done

completion e Bank statement not
provided

2 Nzambia Construction 731,034 731,034 | On- e Fully paid but Floor,
Primary of 2 class- going plastering, painting
School room to windows and doors not

completion complete
e Bank statement not
provided.

3 Kalulini Construction 700,000 700,000 | Complete | Project file and bank
Primary of 1 class- statements were not
school room to availed for audit review

completion

4 Mavindini | completion 700,000 700,000 | Complete |¢ Evidence to show how
Secondary | of two a firm was identified to
school classrooms carry out the works of

and an fabrication of Doors,
| office block windows and grills for
\ Kshs.134,000 and ,

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
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Approved Amount
Project Project allocation | disbursed
S.No | Name Activities (Kshs) (Kshs) | Status Audit observations
requests for quotations,
the evaluation and
contract award were
not availed for audit
review.
e Material worth
Kshs.93,190 for
flooring, plastering of
walls, piping and
electrical wiring.
However, office block
and classrooms had
not been painted, the
plastering of wall and
floors was on- going.
5 Katwala Emergency | 1,000,000 | 1,000,000 | Complete ¢ Details on how the
Secondary | expenditure contractor was
school to identified, payment
reconstruct vouchers and bank
a burnt statements availed for
down audit review.
dormitory e The boxes were single
and sourced at a cost of
purchase of Kshs.200,000 and
metallic procure by the Fund
boxes for instead of the PMC
students
6 Kwa Construction | 300,000 300,000 Complete (¢ The amount was not in
Vonza AP | of 3 AP staff the budget of
line house 2017/2018.
e The project was not
labelled as required by
NG- CDF regulations
2016 Section 11(1)
Total 3,931,034 | 3,931,034

In the circumstances, it has not been possible to confirm whether value for money for the
Kshs.3,9,31,034 was achieved on the six (6) projects.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

Report of the Auditor-General on the Financial Statements of National Government Constituencies Development Fund
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion section of my report, based on
the audit procedures performed, | confirm that internal controls, risk management and
governance were not effective.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International 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 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.

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
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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, | 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 ISSAls. 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’s policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e |dentify 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.

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

e 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 as a going concern or to sustain its services. If | conclude
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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 as a going concern or to sustain its services.

e 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.

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

e 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 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

10 April 2019
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NATIONAL GOVERNMENT CONSTI TUENCIES DEVEL

KITUI RURAL CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2018

OPMENT FUND (NG-CDF)

V.  STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED JUNE 30, 2018

RECEIPTS

Transfers from NG-CDF board
Proceeds from Sale of Assets
Other Receipts

TOTAL RECEIPTS

PAYMENTS

Compensation of employees

Use of goods and services

Transfers to Other Government Units
Other grants and transfers
Acquisition of Assets

Other Payments

TOTAL PAYMENTS

SURPLUS/ (DEFICIT)

Note

—

W 0 N O G

2017 - 2018
Kshs

43,405,172.00

43,405,172.0
0

1,227,459.00
5,737,000.00
6,031,034.10
28,852,000.00
1,195,032.00

43,042,525.10

362,646.90

2016 - 2017
Kshs

110,051,585.70

110,051,585,.7
0

1,464,040.00
9,713,572.95
43450,000.00
53,562,398.50
515,000.00

108,705,011.45

1,346,574.25

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statements. The NG-CDF-Kitui Rural Constituency financial statements were approved on

20/08/2018 and sigrted by:

Fund Account Manager
PAUL MUGWE

\~

Sub-County Accountant
CPA. PAUL NYORO






NATIONAL GOVERNMENT CONSTIT UENCIES DEVELOPMENT FUND (NG-CDF)

*KITUI RURAL CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2018

V. STATEMENT OF ASSETS AS AT JUNE 30, 2018

Note 2017 - 2018 | 2016 - 2017
Kshs Kshs

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances ( as per the cash book) 10A 15,477,276.08 13,358,629.18
Cash Balances (cash at hand) 10B

Sub total Cash and Cash Equivalents

Current Receivables

Quitstanding lmprests 11 1,756,000.00
TOTAL FINANCIAL ASSETS 77,27 15,114,629.18
Current Pavable-Retention 12

Fund balance b/fwd. 1st july... 13 15,114,629.18 13,768,054.93
Surplus/Deficit for the year 362,646.90 1,346,574.25
Prior year adjustments 14

NET LIABILITIES 15,477,276.08 15,114,629.18

The accounting policies and explanatory notes to these fin

ancial statements form an integral part of the

financial statements. The NG-CDF-Kitui Rural Constituency financial statements were approved on

20/08/ 2018 a

3 ‘{‘/ "
Fund Account Manager
PAUL MUGWE

I

Sub~Cc\n':n{ty Accountant
CPA.PAUL NYORO







NATIONAL GOVERNMENT CONSTITUENCIES DEVEL OPMENT FUND (NG-CDF)
: “KITUI RURAL CONSTITUENCY
‘Reports and Financial Statements
For the year ended June 30, 2018

VI STATEMENT OF CASHFLOW FOR THE YEAR ENDED JUNE 30, 2018

Receipts for operating income 2017 - 2018 2016 - 2017
Transfers from NGCDF Board 1 43,405,172.00 110,051,585.70
Other Receipts 3 il 2

43,405,172.00 110,051,585.70
Payments for operating expenses
Compensation of Employees 4 1,227,459.00 1,464,040.00
Use of goods and services 5 5,737,000.00 9,713,572.95
Transfers to Other Government Units 6 6,031,034.10 43,450,000.00
Other grants and transfers 7 28,852,000.00 53,562,398.50
Other Payments 9 1,195,032.00 -
(43,042,525.10) (108,190,011.45)
Adjusted for: .
Adjustments during the year 14 - -
Net cash flow from operating activities 1,557,678.90 1,861,574.25
CASHFLOW FROM INVESTING ACTIVITIES
Proceeds from Sale of Assets 2 - -
Acquisition of Assets g - e (515,000.00)
Net cash flows from Investing Activities -
NET INCREASE IN CASH AND CASH

EQUIVALENT 362,646.90 1,346,574.25

}Sg:,ih and cash equivalent at BEGINNING of the 13 15,114,629.18 13,768,054.93
Cash and cash equivalent at END of the year 15,477,276.0 15,114 .1

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statements. The NG-CDF-Kitui Rural Constituency financial statements were approved on
20/08/ 2018 andsigned by:

S
P
- el
Fund AccountManager Sub-County Accountant
PAUL MUGWE CPA.PAUL NYORO
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« NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND — KITUI RURAL
Reports and Financial Statements
JFor the year ended June 30, 2018

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor. We have nominated focal persons to resolve the various issues as
shown below with the associated time frame within which we expect the issues to be resolved.
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Unpresented cheques not
reversed in the cash book

The management resolved
through the CDFC to
approve the reversal of such
cheques

Lack of student admission no
in bursary payment vouchers

The management resolved to
request the same from
affected institutions and
reflect the same in bursary

payments.

FAM

RESOLVED







