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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR-GENERAL ON CONSTITUENCIES DEVELOPMENT
FUND - KITUI SOUTH CONSTITUENCY FOR THE YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of the Constituencies
Development Fund - Kitui South Constituency set out on pages 4 to 16, which comprise
statement of assets and liabilities as at 30 June 2014, statement of Receipts and
Payments, statement of comparative budget and Actuals for the 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, Section 8 of
the Public Audit Act, 2003 and the Constituency Development Fund Act, 2013. | have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the International Public Service Accounting Standards
(Cash Basis of Accounting) and CDF Act, 2013 and for such internal control as
mnagement determines 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(2) of the Public Audit
Act, 2003.

Auditor-General’s Responsibility

My responsibility is to express an opinion on the financial statements based on the audit
and report in accordance with the provisions of Section 9 of the Public Audit Act, 2003
and submits the Audit report in compliance with Article 229(7) of the constitution of
Kenya. The audit was conducted in accordance with International Standards on
Auditing. Those Standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements 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. In 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
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appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Management, as well as evaluating the overall presentation of
the financial statements.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my adverse audit opinion.

Basis for Adverse Opinion
1. Accuracy and completeness of Financial Statements

The financial statements presented for audit for the year ended 30 June 2014 did not
include the statement of cash flows, as required by the International Public Sector
Accounting Standards and as per the guidelines issued by the Public Sector Accounting
Standards Board. Further, Note 1 states that the figures in the financial statements are
to the nearest thousand when actually the figures are to the nearest cents. The figures
in the summary statement of appropriation on some items are different from those in the
statement of Receipt and Payments as follows;

No. Item Receipt and Summary Difference
Payments statement of
Statement Appropriation
(Kshs) (Kshs) (Kshs)
1 Employee 1,626,718 1,592,064 364,654
Compensation
2 Use of Goods and | 2,342,603 1,262,303 1,080,300
Services
3 Committee Expenses | 4,726,827 503,577 4,223,250
4 Acquisition of Assets | 5,000,000 5,468,000 468,000

Further, included in the statement of financial assets at 30 June 2014 is an amount of
Kshs. 2,040,130 referred to as prior year adjustment which has not been explained or
disclosed by way of a note as required by the International Public Sector Accounting
Standards.

In the circumstances, the accuracy and completeness of the financial statements as at
30 June 2014 could not be confirmed.

2. Outstanding Imprest

Included in the cash and bank balance of Kshs. 15,288,873 as at 30 June 2014, is an
amount of Kshs. 2,318,570 being long outstanding imprest contrary to the financial
regulations and procedures. Further, some of the imprest holders are deceased or
have left employment. In addition, the supporting schedules for imprest add up to Kshs.
2,137,000 resulting to unexplained variance of Kshs. 181,570.
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In view of the foregoing, it has not been possible to confirm the accuracy and the
recoverability of the outstanding imprest of Kshs. 2,318,570 as at 30 June 2014.

3. Cash and Cash Equivalents

The cash and bank balance of Kshs.15, 288,873 as at 30 June 2014 include an amount
of Kshs.2, 502,020 being stale cheques which have not been written back in the
respective cash books. Similarly, included in the cash and bank balance are bank
charges amounting to Kshs. 91,187 which have not been posted to the cash books.
Further, receipts in the cash books not banked amounted to Kshs. 2,614,000 contrary to
the financial regulations that require cash collections be banked intact soon after
collection. Also the cash balance brought forward from the previous year of Kshs.4,
571,618 has not been included in the statement of receipts and payments hence
understating cash available during the year.

In the circumstances, it has not been possible to confirm the accuracy and
completeness of the cash and cash equivalents balance of Kshs.15,288,873 as at 30
June 2014.

Adverse Opinion

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion paragraph, the financial statements do not present fairly the financial
position of Constituencies Development Fund - Kitui South Constituency as at 30 June
2014 and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards, the Public Finance
Management Act, 2012 and does not fully comply with the CDF Act, 2013.
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Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi
7 April 2015





