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OFFICE OF THE AUDITOR-GENERAL

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

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of Constituencies Development
Fund - Kangundo Constituency set out on pages 4 to 19, which comprise the
statement of financial assets and liabilities as at 30 June 2014, 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. | 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 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 7 of the Public Audit
Act, 2003.

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 9(1) of the Public Audit
Act, 2003. The audit was conducted in accordance with the International Standards
on Auditing. Those standards require compliance with ethical requirements and that
the audit be planned and performed with a view 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
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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
evaluation of 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 the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinion

1. Cash and Cash Equivalents

The statement of financial assets and liabilities reflects a balance of Kshs.8,915,198.40
under cash and cash equivalents. However, this balance does not include cash in hand
amounting to Kshs.535,258. Further, note 12 to the financial statements discloses an
amount of Kshs.12,312,517, which has not been explained or reconciled.

Consequently, the cash and cash equivalents figure disclosed in the financial
statements is misstated to the extent of the omissions.

2. Stalled Projects

The statement of receipts and payments also reflects transfers to other government
units amounting to Kshs.58,145,639, which includes an amount of Kshs.13,400,000
incurred on projects that have stalled as detailed below:

Cumulative
Project Name Sub-Project Location Disbursement Achievement
Kshs.

1.  Kangundo Construction of 5  Katheini 6,000,000 30%
Technical classrooms and 2
Institute dormitories

2. Muisuni Mixed Construction of 4  Muisuni 3,200,000 50%
Secondary classrooms
School

3. Misyani Girls Library Kanzalu 1,000,000 60%
Secondary completion,
School plastering, flooring

painting

4. Kawethei SA Construction of 4  Kawethei 3.200,000 40%
Primary School classrooms
Total 13,400,000



No time frame has been given to show when the projects will be concluded. It is also not
possible to confirm whether the six (6) projects will be completed to the expected
standards and serve the intended purpose.

3. Inaccurate Notes to the Financial Statements
The following anomalies were noted regarding presentation of the financial statements:-

() The financial statements do not contain a statement of cash flows for the year
ended 30 June 2014

(i) A figure of Kshs.8,915,198.30 was misrepresented as net liabilities in the
statement of assets and liabilities.

(i) The cash balances as shown in statement of financial assets was
Kshs.8,915,198.00 and refers to note 12 but the note reflects a different figure of
Kshs.12,312,157.25 occasioning an unexplained and unreconciled difference of
Kshs.3,396,959.25.

(iv) Fund balance brought forward as at 1st July 2013 in the statement of financial
assets and liabilities was shown as Kshs.2,106,639.00 whereas the underlying
note (note 16) shows a figure of Kshs.2,166,503.00 resulting into unexplained
variance of Kshs.59,864.

(v) AIE of Kshs.43,261,572.59 relating to the year ended 2014 was not received by
30 June 2014 but was erroneously disclosed under balance brought forward in
Note 16 to the financial statements.

Qualified Opinion

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of the Fund as at 30 June 2014, and of its financial performance for
the year then ended, in accordance with International Public Sector Accounting
Standards (Cash Basis) and comply with the Constituencies Development Fund Act,
2013.

Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

2 June 2015





