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NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT
- FUND — NANDI HILLS CONSTITUENCY

Reports and Financial Statements
For the year ended June 30, 2016 (Kshs)

I. KEY CONSTITUENCY INFORMATION AND MANAGEMENT

(a) Background information

The Constituencies Development Fund (NGCDF) was set up under the NGCDF Act, 2003
now repealed by the NGCDF Act, 2013. The Constituencies Development Fund is
represented by the Cabinet Secretary for Devolution and Planning, who is responsible for the
general policy and strategic direction of the Constituencies Development Fund. The objective
of the fund is to ensure that specific portion of the national annual budget is devoted to the
constituency for the purposes of infrastructural development, wealth creation and in the fight
against poverty at the constituency level.

(b) Key Management

The NANDI HILLS Constituency’s day-to-day management is under the following
key organs:

i.  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 2015 and who had direct fiduciary responsibility were:

No. Designation Name
1. Accounting Officer Yusuf Mbuno
A.LE holder Mary Mwaki
Philemon Kitum
3y Accountant

(d) Fiduciary Oversight Arrangements

The Audit and Risk Management Committee (ARMC) of NGCDF Board provide overall
fiduciary oversight on the activities of NANDI HILLS Constituency. The reports and
recommendation of ARMC when adopted by the NGCDF Board are forwarded to the
NATIONAL GOVERNMENT CONSTITUENCY DEVELOPMENT FUND Committee
(NGCDFEFC) for action. Any matters that require policy guidance are forwarded by the Board
to the Cabinet Secretary and National Assembly Select Committee.
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(e) NANDI HILLS NGCDF Headquarters

Ministry of Works Building.
P.OBo 181,
Nandi Hills.

() NANDI HILLS NGCDF Contacts
Telephone: (254) 0723052513 ¢
E-mail:cdfnandihills@NGCDF.go.ke
Website: www.nandihills.go.ke

(g) NANDI HILLS NGCDF Bankers

It Equity Bank
P.O Box 500
Nandi Hills

(h) Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

(i) Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya
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II. FORWARD BY THE CHAIRMAN NATIONAL GOVERNMENT
CONSTITUENCY DEVELOPMENT FUND COMMITTEE (NGCDFC)

The NGNGCDFCs wish to have in summary the budget performance against actual amounts
for current year based on economic classification and programmes. The NGCDF have
improved the Education and Security infrastructures of NANDI HILLS.

However there have been emerging issues like political, economic, social, legal and global
challenges influencing the implementation of NGCDF Project. Other issues affecting the
project implementation process is the late disbursement of funds, late approved of propesals
and reallocations

The NGNGCDFCs wish that the issues of having the project on going for more than 2years
be stopped and the NGCDF board to reduce the rate of staff turnovers in Constituencies i.e.

FAM transfers.

Enock Tum.. Wﬁ ......
CHAIRMAN NGCDFC
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III. 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 NGCDEF. 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 NANDI HILLS 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, 2016. This responsibility includes: (I) 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 NANDI HILLS 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, 2016, and of the NGCDF’s financial position as at that
date. The Accounting Officer charge of the NANDI HILLS 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 NANDI HILLS 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
TheyNGCDF’s financial statements were approved and signed by the Accounting Officer on

1? 2016.

N 2

Fund Account Manager Chairman
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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of National Government
Constituencies Development Fund- Nandi Hills Constituency set out on pages 6 to 25
which comprise statement of assets as at 30 June 2016, and the statement of receipts
and payments, statement of cash flows and 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 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.

Management’s Responsibility for the Financial Statements

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 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.

The 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.

Auditor-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 48 of the Public Audit Act,
2015 and submit the report in compliance with Article 229 (7) of the Constitution. The
audit was conducted in accordance with International Standards of Supreme Audit
Institutions. 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 misstatements.

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
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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
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
1.0 Excess Expenditure

The statement of receipts and payments reflects use of goods and services and other
grants and transfers expenditure of Kshs.9,932,490 and Kshs.41,979,807 respectively
which however exceed their budgets by Kshs.1,471,378 or 17% and Kshs.5,006,769 or
14% respectively. However, approvals from the National Government Constituency
Development Board as required under Section 6(2) of the National Government
Constituency Development Fund Act, 2015 was not availed for audit review. As a result,
the propriety of the aggregate excess expenditure of Kshs.6,478,147 cannot be
confirmed.

2.0 Transfers to Other Government Entities

The statement of receipts and payments reflects transfers to other government entities
balance of Kshs.28,150,000 as disclosed in Note 6 to the financial statements in respect
of funds disbursed to primary and secondary schools for various projects. However,
expenditure returns and acknowledgement letters from the schools were not availed for
audit verification. Under the circumstances, the propriety of the disbursements totalling
Kshs.28,150,000 for the year ended 30 June 2016 cannot be confirmed.

3.0 Other Grants and Transfers

3.1 Bursary

Included in the other grants and transfers balance of Kshs.41,979,807 are bursary
disbursements of Kshs.21,375,511 to needy students as shown below:

Project A(r:l(c;r]:;
Secondary Schools 11,000,000
Tertiary Institutions 7,000,000
Special Schools 3,375,511
Total 21,375,511
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However, minutes of the bursary subcommittee showing how the needy cases were
identified and bursary awards were determined were not availed for audit review.
Further, there was no report showing that the Constituency Development Fund
Committee ratified the list of beneficiaries forwarded by the bursary subcommittee as
required by Constituencies Development Fund Circular Reference No.VOL1/111 dated
13 September 2010. In addition, the list of beneficiaries was not availed for audit
verification. Under the circumstances, the propriety of the expenditure on bursaries for
the year ended 30 June 2016 cannot be confirmed.

4.0 Bank Balances

The statement of financial assets reflects bank balances of Kshs.49,310,762 as at 30
June 2016. However, review of the bank reconciliation statements for the month of June
2016 revealed stale cheques totaling Kshs.1,224,734 some dating back to October
2014, had not been reversed in the cashbook. No explanation was provided for the
failure to reverse the stale cheques. Under the circumstance, the validity and accuracy
of bank balances of Kshs.49, 310,762 as at 30 June 2016 cannot be confirmed.

5.0 Other Pending Payables

Note 15.3 of the financial statements reflects other pending payables of
Kshs.49,310,762. However, no documentary evidence such as Local Purchase Orders,
invoices, delivery notes and inspection and acceptance reports were availed to explain
the balance. Under the circumstances, the validity, accuracy and existence of other
pending payables of Kshs.49,310,762 as at 30 June 2016 cannot be confirmed.

6.0 Statement of Cash Flow

The statement of cash flow reflects comparative figures for cash and cash equivalent at
the beginning of the year and cash and cash equivalent at the end of the year which
vary with the figures reflected in the certified 2014/2015 financial statements as detailed
below:

Item Figure reflected | Figure reflected Variance
in the financial in the certified
Statements — financial
2015/2016 Statement
2014/2015
(Kshs) (Kshs) (Kshs)
Cash and Cash 76,142,625 20,190,848 55,951,777

Equivalent at the
beginning of the year

Cash and Cash 6,871,365 24,650,679 -17,779,314
Equivalent at the end of

the year

Total 83,013,990 44,841,527 38,172,463
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The cash and cash equivalent variances at the beginning and at the end of the year of
Kshs.55,951,777 and Kshs.17,779,314 respectively have not been explained. Under
the circumstances, the validity and accuracy of the statements of cash flow for the year
ended 30 June 2016 cannot be confirmed.

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, in all material
respects, the financial position of National Government Constituencies Development
Fund — Nandi Hills Constituency as at 30 June 2016, 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 does not comply with the National
Government Constituencies Development Fund Act, 2015.

Other Matter
1.0 Budgetary Control and Performance
1.1 Budget Performance

During the year under review, Nandi Hills Constituency Development fund had
approved budget of Kshs130,774,151 but incurred an expenditure totalling
Kshs.80,963,389 resulting in under expenditure of Kshs.49,810,763 or approximately
38% of the approved budget of Kshs.130,774,151 as shown below:

Expenditure Item Approved Actual Under | % Budget
Budget | Expenditure /(Over) | Utilization
Expenditure
(Kshs) (Kshs) (Kshs)
Compensation of 1,090,000 901,091 188,909 | 83
Employees B
Use of goods and 8,461,112 9,932,490 -1,471,378 | 117
services
Transfers to Other 83,750,000 [ 28,150,000 | 55,600,000 | 34
Government Units
Other grants and 36,973,039 | 41,979,807 -5,006,768 | 114
transfers
Acquisition of Assets 0 0 0
Other Payments 500,000 0 500,000 | 0
Totals 130,774,151 80,963,388 | 49,810,763 | 62

Funds not utilized imply that approved programs and projects were not implemented
hence the budget did not fully meet-the objectives of improving delivery of services to
the residents of Nandi Constituency.
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1.2 Project Implementation

During the financial year 2015/2016, the Fund budgeted to disburse Kshs.67,775,370 to
finance eighty two (82) projects out of which an amount of Kshs.33,397,214 was
disbursed to forty one (41) projects as detailed in the attached appendix marked I.

According to the status report as at 30 June 2016, six (6) projects with budget of
Kshs.4,209,914 were complete and thirty five (35) projects were ongoing, while funds
totaling to Kshs.31,176,156 for forty one (41) projects though received in full, had not
been disbursed to the respective project implementation committees. No reasons were
provided to explain why the thirty five (35) projects were not completed and why funds
for forty one (41) projects were not disbursed even though the funds had been received
in full. As a result of the delays in implementing the projects, the residents of Nandi Hills
failed to benefit from the projects that were not implemented as budgeted during the
year under review.

1.3 Project Verification

During the year under review, twelve (12) projects with a budget of 10,881,963 were
verified and the following observations made as detailed in the attached appendix
marked II.

Out of the 12 projects verified, four (4) projects were complete and in use while eight (8)
projects were on going. In addition, one institution had acquired land for a total of
Kshs.1,500,000 but failed to avail the ownership documents for the pieces of land
acquired. No proper explanation was provided for lack of ownership documents for the
land acquired. Consequently the ownership by CDF Nandi Hills of land bought for
Kshs.1,500,000 could not be confirmed.

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

10 November 2017
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Appendix |

Project Activity Allocation | Disbursement | Status
(Kshs) (Kshs)
Construction Road Construction 909,914 909,914 | Complete
company
Elenet Primary | Walling,roofing, 800,000 800,000 | Complete
School plastering,painting and
ceiling to completion of
3 classrooms
Kaptuma Plastering,painting and 600,000 600,000 | Complete
Primary School | ceiling to completion of
1 classroom-
Kipsamoo Renovationof 8 - - 500,000 500,000 | Complete
Primary classrooms - roofing,
plastering,painting and
ceiling to completion of
the classrooms
Tereno Girls Walling,roofing, 900000 900,000 | Complete
Sec School plastering,painting and
ceiling to completion of
1 classroom
Tororo Primary | Walling,roofing, 500000 500,000 | Complete
School plastering,painting and
ceiling to completion of
1 classroom
Sub Total 4,209,914 4,209,914
Lengon Walling, 800,000 800,000 | On-going
Primary plastering,painting and
ceiling to completion of
1 classroom.
Ndubusat — Heavy bush clearing 927,100 927,100 | On-going
Tartar Road and grading, install
(4km) culvert hard material,
excavation and provide
gravel wearing course
Kipkimba Plastering,painting and 500,000 500,000 | On-going
Primary School | ceiling to completion of
6 classrooms.
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10 | Chepngetuny Roofing, 600,000 600,000 | On-going
Primary School | plastering,painting and
ceiling to completion of
3 classrooms
11 | Kipkoror — Heavy bush clearing, 1,644,600 1,644,600 | On-going
Ngong Market | stump removal, install
(5km) culvert, fill hard
material, excavation
and provide gravel
wearing course
12 | Ainapng'etuny | Roofing,plastering,pain 900,000 900,000 | On-going
Primary ting and ceiling to
completion of 2
classrooms
13 | Ollessos Day | Walling, plastering, 2,200,000 2,000,000 | On-going
Mixed painting of laboratory-
Secondary 1,000,000 purchase of
1 acre of land
1,200,000
14 | Kabikwen Walling,roofing, 1,600,000 1,100,000 | On-going
Primary plastering,painting and
ceiling to completion of
1 classroom-600,000
purchase 1 acre of
land 1,000,000
15 | Kapkembur Walling,roofing, 500,000 500,000 | On-going
Primary School | plastering,painting and
ceiling to completion of
1 classroom
16 | Keben Primary | Renovation of 4 700,000 600,000 | On-going
School classrooms- roofing,
plastering,painting and
ceiling to completion
17 | Nandi Tea- Reshaping manually 659,000 659,000 | On-going
Griffins Road labour based, provide
(1.5km) gravel wearing course
and fill in hard
materials
18 | Koimur Purchase 4 acres of 1,650,000 1,650,000 | On-going
Primary School | land
19 | Sochoi Primary | Plastering,painting and 400,000 400,000 | On-going

ceilinging to completion
of 2 classrooms.
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