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REPUBLIC OF KENYA

ffit##iffid"
P.O. Box 3008,H)0t 00

NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR€ENERAL ON CONSTITUENCIES DEVELOPTIENT
FUNO - YWNDANYI CONSTITUENCY FOR THE YEAR ENDED 30 JUNE 2OI4

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Constituencies Development
Fund - Wundanyi Constituency set out on pages 4 to 20, which comprise the
statement of financial assets and liabilities as at 30 June 2014, the statement of
receipts and payments, summary statement of appropriation 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
8 of the Public Audit Act, 2003.

Management's Responsibility for the Financial Statements

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

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Section 7 of the Public Audit
Act, 2003.

Audltor.General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 9 of Public Audit Act,
2003 and submit the report in accordance with Article 229(71 ot the Constitution of
Kenya. The audit was conducted in accordance with lnternational Standards of
Auditing. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statemenls are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
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accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

Because of the matters described in the Basis for Disclaimer of Opinion paragraph,
however, I am not able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion.

Basls for Disclaimer of Oplnlon

1. lnaccuracy ln the Financial Statements

The statement of financial assets and liabilities as at 30 June 2014 reflects a balance
of Kshs.941,003.48 in respect of financial assets against a balance of
Kshs.4,461,182.26 shown under funds and liabilities, resulting to unexplained
unreconciled difference of Kshs.3,520, 1 78.78.

ln the circumstances, the validity and accuracy of the statement of financial assets
and liabilities could not be confirmed.

2. Acquisition of Assets

lncluded in the acguisition of assets figure of Kshs.6,500,000 is an Appropriation-in-
Aid totaling Kshs.3,500,000 spent conlrary to Section 42(7) oI the Constituency
Development Fund Act,2013 that requires all rec,eipts, savings and accruals to be
credited to the constituency account and the total balances at the end of each
financial year to be surrendered to the Board Fund Account. The Fund was, therefore
in breach of the law by utilizing this appropriation. Further, the acquisition of assets
figure of Kshs.6,500,000 also includes Kshs.3,000,000 re-allocated to construction of
Constituency Development Fund office from emergency fund without approval of the
Constituency Development Fund Board. This was conlrary to Circular Number 109 of
24lh August 2010 which requires the CDFCs to re-allocate funds to other projects only
after the closure of a financial year and provided that approval is obtained from the
CDF Board.

ln the circumstances, the propriety of re-allocation of Kshs.3,000,000 to construction
of office building could not be confirmed for the year ended 30 June 2014.

3. Number of Constituency Projects Approved

During the year under review, Wundanyi Constituency Development Fund Committee
approved fifty nine (59) projects for implementation. However, lhe approval
contravened the provisions of Section 23 of the Constituency Development Fund Act,
2013 which stipulates that the number of projects to be included in lhe Constituency
Projects Submission Form specified in the First Schedule shall be a minimum of five
(5) and a maximum of twenty-five(25) for every Constituency in each financial year.

No reason has been given for non-compliance with the Act
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L 4. Cash and Cash Equivalents

The statement of financial assets and liabilities reflect cash and cash equivalents
balance of Kshs.94'1,003.48 as at 30 June 2014. A review of the Fund's bank
reconciliation statement as at 30 June 2014 revealed payments in Cash Book not yet
recorded in bank statement of Ksh.3,477,635.22, out of which Kshs.6,420 has been
outstanding for more than two years. Further, the reconciliation reflects receipts in
bank statement not yet recorded in Cash Book of Ksh.17,700, receipts in Cash Book
not yet recorded in bank statement of Ksh.25,000 and payments in bank statements
not yet recorded in Cash Book of Kshs.338,145.10. lt is not clear and lhe
management has not explained why the reconciliation amounts have not been cleared
or when the reconciliation figures will be cleared. ln addition, payments in bank
statement not yet recorded in Cash Book of Kshs.338,145.10 includes bank charges
amounting to Kshs.281 ,1 '15. 10 which have been excluded from these financial
statements and as a result the surplus of Ksh.4,461 ,182.26 for the year is therefore
overstated with the same.

As a result, the validity and accuracy of the cash and cash equivalents balance of
Kshs.941,003.48 as at 30 June 2014 shown in the financial statements could not be
confirmed.

Disclaimer of Opinion

Because of the significance of the matters described in the Basis for Disclaimer of
Opinion paragraph, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. Accordingly, ldo not express an
opinion on the financial statements

Edward R.O. Ouko, CBS
AUDITOR .GENERAL

Nairobi

07 September 2015
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CONSTITAENCTES DEVELOPMENT FUND. WT]NDANYI CONSTITAENCY
Reports and Financial Statements
For the ear endcd Junc 30, 2014

VI. SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies adopted in the preparation of these financial statements are set out
below:

a) Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with and comply with Intemational
Public Sector Accounting Standards (IPSAS) with particular emphasis on Cash Basis Financial
Repo(ing under the Cash Basis of Accounting and relevant legal framework of the
Govemment of Kenya. The financial statements comply with and conform to the form of
presentation prescribed by the Public Sector Accounting Standards Board olKenya.

The financial statements are presented in Kenya Shillings, which is the functional and reporting
currency of the Constituency. The accounting policies adopted have been consistently applied
to all the years presented.

The financial statements have been prepared on the cash basis following the Govemment's
standard chart of accounts. The cash basis of accounting recognises transactions and events
only when cash is received or paid by the Constituency.

b) Recognition of revenue and expenses

The Constituency recognises all revenues from the various sources when the event occurs and
the related cash has actually been received by the Constituency. In addition, the Constituency
recognises all expenses when the event occurs and the related cash has acrually been paid out
by the Constituency.

c) In-kindcontributions

In-kind contributions are donations that are made to the Constituency in the form of actual
goods and/or services rather than in money or cash terms. 'fhese donations may include
vehicles, equipment or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, the Constituency includes such value in the statement
of receipts and payments both as revenue and as an expense in equal and opposite amounts;
otherwise, the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, sho(-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are

readily convertible to known amounts ofcash and are subject to insignificant risk of changes in
value. Bank account balances include amounts held at various commercial banks at the end of
the financial year. For the purposes of these financial statements, cash and cash equivalents also
include short term cash imprests and advances to authorised public ol'ficers and/or institutions
which were not sunendered or accounted for at the end olthe financial year.

7



CONSTITUENCIES DEVELOPMENT FUND _ WUNDANYI CONSTITUENCY
Reports and Financial Statements
For the year ended June 30, 2014

S I G N I FICANT ACCO UNTING PO L I C I ES (Co ntin ued)

e) Receivables and payablcs

Receivables are funds due to the Constituency at the end of the financial year from the CDF
Board and olher sources but not yet received while payables are l'unds due to other parties at the
end of the financial year but not yet paid. As receivables and payables do nol involve the
receipt or payment ofcash in the reporting period, they are recorded as 'memorandum' or'off-
balance' items to provide a sense ofthe overall net cash position of the Constituency at the end
ofthe year. When the receivables or payables are finally settled, such payments arc included in
the statement of receipts and payments in the 1,ear in which the payments are made.

f) Budget

The budget is developed on the sarne accounting basis (cash basis), the same accounts
classification basis, and for the same period as the financial statements. The Constituency's
budget was approved as required by Law and as detailed in the Govemment of Kenya Budget
Printed Estimates. A highJevel assessment of the Constituency's actual performance against
the comparable budget for the financial year under review has been included in an annex to
these fi nancial statements.

d Comparative figures

This is the lirst year the Constituency is preparing financial statements and hence we do not
have comparative figures.

h) Subsequent events

There have been no events subsequent to the llnancial year end with a significant impact on the
financial statemenls for the year ended June 30, 2014.
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