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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of Constituencies Development
Fund - Mumias West Constituency set out on pages1 to 24, which comprise the
statement of financial assets and liabilities as at 30 June 2014, the statement of receipts
and payments, statement of comparative budget and actual amounts 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,
Section 8 of the Public Audit Act 2003 and the Constituencies 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

The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with Intemational Public Sector Accounting
Standards 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(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 submit the audit report in compliance with Article 229(7) of the Constitution of
Kenya. 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 to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

Promoting Accountability in the Public Sector



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 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.

I 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 of the Financial Statements

The financial statements as at 30 June 2014 presented for audit review did not include
a statement of cash flows contrary to the requirements of IPSAS No.1 and the Public
Sector Accounting Standards Board.

As a result, It has not been possible to confirm the accuracy and completeness of the
financial statements as at 30 June 2014.

2. Irregular Staff Recruitment

During the year under review, the Fund recruited three staff namely a clerical officer, a
clerk of works and an accounts assistant at a monthly salary of Kshs.16,692 00,
Kshs.24,662.00 and Kshs.19,323.00 respectively adding up to Kshs.60,677.00.
However, the recruitment documents (advert, interview report) were not provided for
audit review.

Consequently, it has not been possible to confirm whether the employees were sourced
competitively.

3. Unsupported CDF Office

The Mumias West CDF office constructed at cost of Kshs.8,991,397.80 was occupied
without formal hand over and a completion certificate as required. The rights and
obligations of both parties have not been confirmed as fully met which may lead to
litigations.

As a result, it has not been possible to confirm the propriety of the expenditure of
Kshs.8,991,397.80 as at 30 June 2014.



4. Nugatory Dispensary Expenditure

A dispensary constructed at a cost of Kshs.2,700,000.00 remained unutilized and
declared as inhabitable by Public Health Office. The Fund did not receive value for
money spent on the project and the residents have not obtained the expected service
delivery.

In the circumstances, the propriety of the expenditure of Kshs.2,700,000 could not be
confirmed as at 30 June 2014.

5. Unsupported Bursary Expenditure

Included under Grants and Other Payments are bursary awards amounting to
Kshs.17,725,000.00 whose supporting documents and schedules of beneficiaries were
not provided for audit review.

Consequently, it has not been possible to confirm the propriety of the bursary
expenditure of Kshs.17,725,000.00 as at 30 June 2014.

6. Unimplemented Projects

During the year under review, six projects with a total approved allocation of
Kshs.5,882,760.00 were notimplemented. No justifiable explanation has been provided
by the management for this anomaly.

As a result, the residents of Mumias West Constituency were denied the planned
services.

7. Committee Allowances

The fund did not provide supporting documents for an expenditure of Kshs.7,024,464.00
in respect of Committee allowances for the year under review.

Consequently, the propriety of the expenditure could not be confirmed as at 30 June
2014,

8. Cash and Cash Equivalents

The statement of financial assets and liabilities reflects cash and cash equivalents of
Kshs.22,755,741.70 as at 30 June 2014. However, included in the schedule of
unpresented cheques amounting to Kshs.1,816,620.85, Kshs.1,156,620.85 are stale
cheques as shown by the issue date as reflected in the bank reconciliation statement.
Further, it is not clear why a huge sum with some cheques dating back to September,
2010 for the needy recipients would remain unpresented.

In the circumstances, it has not been possible to confirm the accuracy of the cash and
cash equivalents balance of Kshs.522,755,741.70 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 the Constituencies Development Fund - Mumias West 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 and do not fully
comply with the Constituency Development Fund Act, 2013.

Report on other Legal and Regulatory Requirements

As required by the Constituency Development Fund Act, | report based on my audit,
that:

| have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit,

I In my Opinion, proper books of account have not been kept by the Constituency
Development Fund, so far as appears from my examination of those books and

1. The fund’s statement of financial position and statement of comprehensive
income are not on agreement with the books of accounts.

Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

10 March 2015





