423 AUDIT MATTERS IN THE FINANCIAL YEAR 20152016

676. The Auditor General flagged out five audit Matters during the examination of the
financial statements of Msambwen; Constituency for the year 2015/2016.

4.2.3.1 Cash and Cash Equivalents

677. The statement of assets as at 30 June 2016 reflected a bank balance of Kshs, 14,639,107.
Bank reconciliation availed for audit revealed that unpresented cheques were amounting
to Kshs. 17,692,673 out of which cheques amounting to Kshs. 373,722 were stale and
therefore could not be presented for payment. In addition, receipts in the cashbook not
reflected in the bank statements amounted to Kshs, 215, 000. Further, bank charges and
commissions amounting to Kshs. 70,441 had not been adjusted in the cashbook.
Consequently, the accuracy and validity of the cash and cash cquivalent balance of Kshs.
14,639.107.44 as at 30 June 2016 could not be confirmed.

Submission by the Fund Account Manager

678. Mr. Kenneth Amanya, the Fund Account Manager submitted that the cashbook was
corrected to reflect the (rue position as some errors were noted. The corrected cashbook
and bank reconciliation were availed for audit review.

Committee Observations
679. The Committee observed that-

() The Fund Account Manager had unpresented and stale cheques not reversed in the
cashbook, did not maintain an up-to-date cashbook as it had not recorded bank
charges; and

(i) The unpresented and stale cheques were however reversed and unrecorded payments
recorded in the cashbook afier the audit period.

Committec Recommendations

680. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager keeps financial and other records that are accurate, reliable,
complete and adhere to accounting standards preseribed by the PSASB as provided
by Section 81(3) of the PFMAct, No. 18 of 2012 and Regulation 100 and 101(4),
PI'M (National Government) 2015,

4.2.3.2 Transfer to other government Units
a) Transfers to Diani NG-CDF Health Centre Project.

681. The statement of receipt and payments for the year ended 30 June 2016 reflected an
amount of Kshs. 59,500,000 in respect of transfers to other government entities. Included
in this amount was Kshs. 10,000,000 being additional grants to Diani NG-CDF [Health
Cenltre which was being constructed by Msambweni NG-CDF at a total cost of Kshs. 30,
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000, 000, However, examination of records availed for audit revealed that certificate No.
| for Kshs. 10,300,000 was raised upon request by the contractor for payment of works
which was not evaluated. Further, as al the end of the financial year under review. the
contractor had been paid a total of Kshs. 27,121,000. [However. physical verification of
the project and examination of the bill of quantities revealed that works amounting Lo
KCshs. 5,366,450 were still unfinished though the certificate was issued.

Submission by the Fund Account Manager
682. Mr. Kenneth Amanya, the Fund Account Manager submitted that, the payments ol Kshs.
10,300,000 and Kshs. 16,821,000 were paid upon issuance ol an evaluation certificate by
the works officer. The project was completed and all works were done according to the
BQ, with no extra costs.

Committee Ohservations
683, The Committee observed that payments Were based on evaluation certificates issued by
the works officc and that the project had been completed and all works were done

according to the BQ, with no extra costs, henee the audit query wis resolved.

Committee Recommendations
684 The Committee recommends that-
1) The Committee recommends that the Accounting Officer ensures that
Fund Account Manager ensures that payments for worlks done must be
based on completion cerlilicate issued by the works officers and
2) All NGCDF projects must be implemented as per the specifications under
the BQs and the funds are retained for the defect liability period.

b) Transfers to Dori Scecondary School Project.

685, Included in the transfers 1o other government entitics is Kshs. 19,500,000 for the
proposcd construction ol laboratory, dormitory, six classrooms, pil latring, kitchen and
administration black at Dori Secandary School. Examination of records availed for audit
revealed that the project management committee paid the contractor Cshs. 15,396,034
during the year, resulting in unpaid balance of Kshs. 4,103,966, However, examination
of the bills of quantitics showed works amounting Kshs. 8,266,272 remained un finished
though certified for payment. Under the circumstance, the propriety of expenditure of
Kshs. §9.500,000 tansierred o other government entities [or the year ended 30 June
2016 could not be confivmed.

Submission by the Fund Account NManager
686. Mr. Kenneth Amanya, the Fund Account Manager submitted that the payments ol Kshs.
15,396,034 were paid upon issuance of an cvaluation certificate by the works olficer.
The project was completed and all works were done with no extra cost.
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Committee Observations
687. The Commitice observed thar payments were based on the evaluation certificate issued
by the works officer and the audit query was resolved.

Committee Recommendations

683. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager only pays for works done based on the completion certificate
issued by the works officer. The projects must be implemented as per the
specifications under the BQs. and the funds be retained for the deloct liability
period

4.2.3.3 Other payments

689. Note 9 to the financial statements [or the year ended 30 June 2016 reflected other
payments of Kshs. 2,000,000 is the cost of construction of Msambweni Social Hall. I
was, however, noted that this project had not been started at the time of audit in
November 2016. The reason for the delay in implementation was unresolved land
disputes. Further, the Project Management Committee did not return unutilized funds for
the project to the Constituency account contrary to Section 26(1) of the National
Government CDF Act, 2015 which requires new proposals to be submitted for all
unspent funds at the end of the financial year. Consequently, the validity of the payments
of Kshs. 2,000,000 for the year ended 30 June 2016 could not be confirmed.

Submission by the Fund Account Manager

690. The Fund Account Manager submitted that during public participation, the community
had proposed the construction of the social hall and went further to offer land for its
construction, after the project had been approved by the Board, the NG CDF went to start
(he construction but the owner who had earlier offered the land changed his mind and
refused to donate it for the construction. The CDFC re-allocated the funds to construct a
Dormitory at Msambweni Secondary School.

Committee Observations
691. The Committee observed that-
(1) The funds were reallocated for the construction of a Dormitory at Msambwenj
Secondary School:
(i)) Reallocation was approved and the project is complete.

Committee Recommendations

692. The Committee recommends that the Accounting Officer ensure that all Fund
Account Manager and PMCs consult and involve relevant Government
departments in initiation, cost estimation, and implementation of projects to ensure
that priority projects are sclected, adequate budgeting, and quality works are
produced in compliance with Section 46(1) of the NG-CDF Fund Act, 2015,
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4.2.3.4 Budgetary Controls and Performance

693. During the year under review, Msambweni NG-CDI™s actual expenditure for the year
ending 30 June 2016 amounted to Kshs, 98,006.155.71 against a budget of ICshs.
121,739,588 resulting in an overall net under expenditure ol Kshs. 23,733,432 or 23%. It
is noted that the Fund overspent in other payments by IKshs. 1,500,000 or 300%. No
evidence of approval of excess expenditure was availed for audit verification. Further,
the fund underspent on four areas by Kshs. 25,233.432 or 21%. Further, actual
disbursements o the Fund during the year under review were ICshs. 86,705,735 or 71%
of the budget. This may have contributed to delays in projects implementation. Failure to
utilize funds may lead Lo poor service delivery to the people of Msambweni
Constituency.

Submission by the Fund Account Manager
694. The Fund Account Manager submitted that during the year, the board dishursed Tunds to
Msambweni CDF as [ollows:
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695. The funds brought forward was Kshs. 26,203.387.3 and the amount received was Kshs.
86,705,735.35 totaling Kshs. 112,909.122.65. Underspending  was  due 10 late
disbursement of funds (rom the Board, process of procurement and delay of BOs
preparation. There was no over cxpenditure on other payments ol Kshs. 1,500,000 as the
Constituency had a balance b/f of Kshs. 2,000,000 for the construction of Msambuweni
social hall and an allocation of KKshs. 500,000 for the renovation of Mafisini Social Hall
for the FY2015/16 totaling Kshs. 2,500,000 available for ather payments. ‘Therefore,
during the financial year, the Fund spent only Kshs. 2,000,000 for Msambweni Social
Hall. The Kshs. 500,000 allocated for Msambweni Social was not spent in that financial
year because the [unds werc not received i that financial year and the project was also

re-submitted 1o Malisini Primary School.

Committee Observations
696. The Committee observed (hat under expenditure was duc late disbursement of funds
by the NG- CDF Board and the National Treasury whereas over expenditure was as @
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result of rollover funds from previous years which was utilized in the financial year,
hence the audit query stands resolved.

Committee Recommendations

697. The Committee recommends that the National Treasury shall ensure timely
disbursement of funds to the National Government Constituencics Development
Fund Board for immediate release to the constituencics.

4.2.3.5 Project Implementation

698. The statement receipts and payments for the year ended 30 June 2016 indicated that
Kshs. 83, 897,609 had been disbursed to various projects as transfers and grants. Out of
these, twenty-two [22] projects with a budget of Kshs. 62,300,000 were visited for audit
verification. Four of these projects with a budget of Kshs. 30 million were ongoing and
one project [Msambweni Social Hall] with a budget oh Kshs. 2 million had not started
due to unresolved land issues as explained by management. The Fund Account Manager
should have ensured that ownership of land on which projects funded by the Fund was to
be carried out and had no disputes to avoid delay in project implementation.

Submission by the Fund Account Manager

699. The Fund Account Manager submitted that al) projects were complete. Kshs. 2,000,000
was re-allocated to construct a dormitory at Msambweni Secondary school. The letter
authorizing the re-allocation, bank balance and completion certificate of the dormitory
had been availed for audit verification.

Committee Observations

700. The Committee observed that delay in the implementation of the projccts was due to late
disbursement of funds by the NG- CDF Board and the National Treasury. The projects
are complete and in use and the audit query resolved.

Committee Recommendations

701.The Committee recommends that the National Treasury shall ensure timely
disbursement of funds to the National Government Constituencies Development
Fund Board for immediate release to the constituencies.

THE ELEVENTH REPORT OF THE SIECIAL FUNDS ACCOUNTS COMMITTEE ON THE AUDITED FINANCIAL STATEMENTS
FOR THE NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND FOR TWENTY-51X (26) CONSTITUENCIIS IN
THE COUNTIES OF MOMBASA, KILIFL KWALE, TAITA TAVETA, LAMU AND TANA RIVER FOR FINANCIAL YEARS
201372014, 2014 /215 AND 2015/2M6

161



4.3 MATUGA CONSTITUENCY

702, Mr. Peter Mwaighonda, the current Fund Account Manager (2007 10 date) appeared
belore the Committee on 29™ September. 2020 to respond o the audit Matters raised by
the Auditor General Tor the [inancial ycars 2013/14. 2014/13 and 2015/16 for Matuga
Coustituency and was accompanicd by:

I, Mr. James Chebii, Ag. Manager Field Financial Services
2. Ms. Christine Mwangolo, Ag. Manager Field Qperations
3. Mr. Andrew Lumunge, Former Fund Account Manager

43.1 AUDIT MATTERS IN THE FINANCIAL YEAR 2013/2014

The Auditor General Nagged out five audit Matters during the examination of the

L

70:
financial statements of Matuga Constituency in the year 2013/2014.

4.3.1.1 Transfers to Other Government Units

704. The statement of receipts and payments for the year ended 30 June 2014 veflected
wansfers 1o other Government entitics amounting 10 Kshs. 36,920,038 which included
[Cshs. 32,422,000 in respect of translers o secondary schools. However, supporting
schedules for amounts (ranslerred to secondary schools indicate the total translers were
Kshs. 34,299,431 resulting in an unexplamed and unreconcited variance of Kshs. 1.877,
431. In addition, payment to onc of the secondary schools was indicated us IKshs. 1,477,
431 even though the actual payment amounted to ICshs. 1,100,000 again resulting to an
unexplained variance of Kshs.377, 431. Consequently, the accuracy ol the transler to
other Government entitics amounting to Kshs. 36,920, 038 for the year ended 30 June
2014 could not be ascertained.

Submission by the Fund Account Manager

705. The Fund Account Manager submitted that the total wansfers to the Education sector
(Primary and Sccondary schools) during 2013/2014 .Y was Kshs. 34,299,431.00 and
not Kshs. 32,422,000.00. The Financial statement had since been amended o refleet the

Ly

true position.

706. The payment to the aforementioned secondary school was Kshs. 1.100,000.00. The
Kshs. 377,431.00 was crroncously catcgorized as transfers to Secondary schools. The
Financial statement had since been amended to reflect the true position.

Committee Observations

707. The Commitice observed that the Fund Account Manager had erroneously categorized a
payment as wansiers to Sccondary schools and that financial stalement had since been
amended to reflect the true position.
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Committee Recommendations

708. The Committee recommends that the Accounting Officer ensure the Fund Account
Manager keeps financial and other records that are accurate, reliable, complete and
adhere to accounting standards preseribed by the PSASB as provided by Section
81(3) of the PFMAct, No. 18 of 2012 and Regulation 100 and 101(4), PFM (National
Government) 2015.

4.3.1.2 Other Grants and Transfers

709. The statement of receipts and payments for the year ended 30 June 2014 reflected an
amount of Kshs. 46,869, 506 in respect of other grants and transfers which included
Kshs. 35,171, 858 rclating to scholarships and other educational benefits. However,
supporting schedules and bursary documents for students in special schools, secondary
and fertiary institutions amounting to Kshs. 15,290,353 were not availed for audit
verification. In addition, the financial statements reflected an amount of Kshs, 4,006,539
relating to emergency projects out of which Kshs. 448,560 was a grant to a secondary
school being final payment for the sinking of a borchole and other related works at the
school.

710. However, no documentation was provided for audit verification to justify the payment as
n emergency project. Consequently, the accuracy and propriety of the other grants and
transfers amounting to Kshs. 35,620, 418 for the year ended 30 June 2014 could not be

confirmed.

Submission by the Fund Account Manager

711 Mr. Peter Mwaighonda, the Fund Account Manager submitted that bursary documents
for students in special schools, secondary and tertiary institutions amounting to Kshs.
15,290,353.00 had since been availed for verification.

712. Emergency funds of Kshs. 448,560.00 was the final payment for the sinking of a
borehole at Golini secondary school, Members considered completion of the project as
an Emergency because leaving it at the stage it had reached could mean that the borehole
could collapse Icading to loss of public funds. Thus, members considered the request
from the P.M.C - Golini secondary school for completion of the project and subsequently
approved the payment (Kshs. 448,560.00) through MIN. C.D.F.C/MTG/27/2014 at the
C.D.F.C Meeting held on 9™ April, 2014.

Committee Observations
713. The Committee abserved that-

(1) The Fund Account Manager had not provided at the time of the audit the supporting
schedules and documentation to support the expenditure which is contrary to the
provisions of section 68 of the PFMAct, 2012; and

(if) The documentation was however submitted to the auditor for audit verification after
the audit period.
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Committee Recommendations
714. The Commitice recomimends that-

1) The Accounting Officer ensures that the Fund Account Manager always
avails supporting documents to the Auditor during the audit as required
under seetion 9(1)(e) Public Audit Act, 2015.: and

2) The Accounting Officer easures that the Fund Account Manager and
PMCs consult and invelve relevant Government departments in
initiation, cost estimation, and implementation of projects to ensure that
priority projects are selected, adequate budgeting, and quality works are
produced in compliance with Scction 46(1) of the NG-CDI Fund Act,
2015

4.3.1.3 Cash and Cash Equivalents

715, The statement of financial assets and liabilitics reflected o cash and cash equivatlent
balance ol Kshs. 6.443, 915, nformation provided [or audit revealed that a board ol
survey on cash did not check and close the Kenya Commereial Bank Account Number
1108631967 cashbook on 30™ Junc 2014 as required by Chapter 5.9.9.2 ol Government
linancial regulations and procedures which requires the board af survey to verily the
cash and bank balances on the last working day of tie financial year. In addition, the
bank reconciliation statements lor the Kenya Commercial Bank  Account had
unpresented cheques amounting to Kshs. 104, 175 which were stale as at 30" June 2014
and the same had not been reversed in the cashbook. Consequently. the accuracy and
completeness of the cash and bank balance of Kshs. 6,443,915 ai 30 June 2014 could not
be conlirmed.

Submission by the Fund Account Manager

716. Mr. Peter Mwaighonda, the Fund Account Manager disclosed that the Constituency had
opened a new bank account with Equity bank and was n the process of closing the KCB
bank account after cnsuring all issued cheques had been cleared and upon verification in
the Bank reconciliation. The Board of Survey had been done. The stale cheques
amounting to Kshs. 104,175.00 were reversed in the Cashbook on 29/9/2014 and the
Cashbook page extract had been provided for audit review.

Committee Observations
717. The Committee observed that-
(i) The Fund did not close the KCB bank account becausc it had to ensure all the issued

cheques had been cleared.
(ii) The stale and unpresented cheques were reversed in the Cashbook on 29/9/2014 and
the Cashbook page extract was provided for audit review.
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Committee Recommendations

718. The Committee recommends that:

[) The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager avails supporting documents to the Auditor during audit as
required under section 9(1)(e) Public Audit Act, 2015.

2) The NG-CDF Board should consider allowing direct bank debits to beneficiary
institutions to incrense efficiency in disbursement and reduce cases of stale
cheques.

4.3.1.4 Use of Goods and Services

719. Included in the use of goods and scrvices balance of Kshs. 2,165,434 are amounts of
Kshs. 83,800 and Kshs, 83,200 in respect of repairs of motor vehicles and partitioning
the accountant’s office respectively. However, no evidence was availed for audit
verification to support the adherence to public procurement procedure in the sourcing of
these services. Under the circumstances, the competitiveness of the procurement of
goads and services amounting to Kshs. 167,000 could not be ascertained.

Submission by the Fund Account Manager

720. Mr. Peter Mwaighonda, the Fund Account Manager submitted that repair of the motor
vehicle at Kshs. 83,800.00 had been done through a request for quotations and the
winning bidder, M/s Wandandu Garage had been awarded the tender. The following
documents in support of adherence to Public Procurement procedures had been availed
o the auditor; Pre-inspection and post-inspection reports, Quotations, Evaluation report,
Tender opening minutes, LSO copy.

721. The partitioning of the office at Kshs. 83,200.00 had been done through a rcquest for
quotations and the following documents in support of adherence to Public Procurement
procedures had been availed to the auditor; Measurements for the partitions/cstimates
from the Public Works department, quotations, tender opening  minutes, tender
evaluation reports and LSO.

Committee Observations
722. The Committee observed that-
(i) The Fund Account Manager had not provided at the time of the audit the supporting
schedules and documentation to support the expenditure; and
(i) The documentation was submitted to the auditor and later verified,

Committee Recommendations

723. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager avails supporting documents to the Audifor during audit as
required under section 9(1)(e) Public Audit Act, 2015,
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4.3.1.5 Fund Balance

724 The statement of {inancial assets and liabilitics as at 30 Junc 2014 included a lund
balance brought forward amounting to Kshs. 3.719. 263, Ilowever, no supporting
documents were availed for audit verification in support of the balance. In addition, the
statement ol financial assets and liabilitics included a prior year adjustment balance of
Kshs. 377. 431 which had not been explained or supported. Consequently, the accuracy
and validity of the net financial position balance of Kshs. 6.443. 915 as at 30 June 2014
could not be confirmed.

Submission by the Fund Account Manager

725. Mr. Peter Mwaighonda, the Fund Account Manager submitied that the fund balance of
Kshs. 3,719,263.00 was the bank balance brought forward from the previous year as per
the Cashbook extract and bank reconciliation. The documents had since been availed for
verilication. Accounting ol Kshs. 377,431.00 was crroncous since the expenses had been
incurred under Goods and Services in that [inancial year.

Committee Observations
726. The Committee observed that-

(i) The Fund Account Manager had not provided at the time of the audit the supporting
schedules and documentation to support the balances. The documents were later
submitted Lo the auditor and subsequently reviewed.

(it) The delays in the preparation of complete financial statements arc attributable o a
lack of adequate capacity at the Constituency NG-CDF Offices. The Sub- County
Treasuries (formerly District Accauntaut) in charge o [ mamtaining books ol accounts
for all national government offices at the Sub-County is also maintaining accounting

records and various supporting documents of the fund at the Constituencics.

Committee Recommendations
727. The Committee recommends that:

1) The National Government Constituencies Developmient Fund Board
strengthens the NG-CDF Regional Offices by establishing Treasury units
to serve the Constituency funds within the regions; and

2} The NG-CDF Board should consider employing Regional Accountants

beginning FY 2022/23 within the 5% administrative allocation to the
Board,
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432 AUDIT MATTERS IN THE FINANCIAL YEAR 2014/2015

728. The Auditor General flagged out five audit Matters during the examination of the
financial statements of Matuga Constituency in the ycar 2014/2015.

4.3.2.1 Receipts and Payments

729. The statement of receipts and payments for the year ended 30 June 2015 reflected
receipts rom CDF Board amounting Kshs. 132, 995,842, However, records held by the
parcnt Ministry at the same time revealed that Kshs. 114,028, 955 had been disbursed to
the fund resulting in an unexplamed variance of Kshs. 18,966, 887. Consequently. the
accuracy and completeness of receipts from CDF Board balance of Kshs. 132, 995, 842
for the year ended 30 June 2015 could not be confirmed.

Submission by the Fund Account Manager

730. Mr. Peter Mwaighonda, the Fund Account Manager submitted that Matuga C.D.F
received a total of Kshs, 132,995,842.75 from NG-CDF Board in the year under review,
2014/2015 as summarized as hercunder-

A.LE No. Date Amount (Kshs)

A750178 22/07/2014 - 42,004,390.00

A796502 08/01/2015 25,330,484.00

A796829 16/02/2015 18,198,291.00

A79696] 21/04/2015 17,132,193.50

A796055 30/06/2015 30,330,484.25
| Total _ 132,995,842.75

731. Copies of the A.LEs received in the FY 2014/2015 and a copy of the Bank Statement
was availed for verification.

Committee Observations
732. The Committee observed that the Conslitucncy had received Kshs, 132,995,842 in the
financial ycar and audit query resolved.

Committee Recommendations

733. The Committee recommends that the Accounting Officer ensures the Fund
Account Manager keeps financial and other records that are accurate, reliable,
complete and adhere to accounting standards prescribed by the PSASB as provided
by Section 81(3) of the PFM Act, No. 18 of 2012 and Regulation 100 and 101(4),
PFM (National Government) 2015.
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4.3.2.2 Commitfee lixpenses

734, The staement ol receipls and payments reflected the Committee expenses of Kshs.
4219600 for the year ended 30 June 2015, Included in this was Kshs. 2,317,700
incurred by Development Commitice during the inter Constituency vistt o Busia and
Kisumit, A review of the budgetary provisions indicated that the Fund had provided for
Kshs. 1,450,000 on the same resulting to an over-expenditure of Kshs. 8§67.700. This
contravened section 21(3) of the Constituencics Development Fund Act. 2013 which
requires that a project whose cost exceeds the budget limit shall be referred back o the
Constituencies Development Fund  Commitlee for amendment and re-submission.
Consequently, the propriety of Kshs. 867,700 spent on committee allowances for the
year ended 30 June 2015 could not be conlirmed. :

Submission by the Fund Account Manager

735. Mr. Peter Mwaighonda, the Fund Account Manager submitted that the amount budgeted
for the Inter-Constituency visit o Busia & Kisumu was Kshs. 1.:450.000.00. In the
previous year an amount of Kshs. $67,700.00 approved for the Inter-Constitueney visits
remained unspent bringing the total available balance to Kshs. 2.317,700.00. The Kshs.
2.317.700.00 was the actual budget Tor the Inter-Constitueney visits. The 24 Sehedule

had since been availed.

Committee Observations
736. The Committee observed that the expenditure ol Kshs. 867,700.00 was not an over-
expenditure because the funds werc approved in 2013/14 but were spent in the FY

2014715 henee the audit query stands resolved.

Committee Recommendations
The Committee recommends that the fund Account Manager ensures complinnee
with Scetion 68 of the PFM Act, No. 1§ of 2012 on the timely submission of

~J
ud
=d

documents.

4.3.2.3 Transfers to Other Government Units

738, The statement of receipts and payments for the year ended 30 June 2015 reflected an
amount of Kshs. 74,095,224 in respect of transfers to other Gavernment units. An audit
review of the procurement procedures revealed that the Project Management Committee
failed to maintain a list of prequalified contractors and had advertised tenders locally.
Although the Conslituencics Development  Fund  Board had provided [lor local
advertisement in its financial manual this contravenes Regulation 25 of the Public
Procurement and Disposal Regulations, 2006 which requires that the procuring entity
prepare a list of prequalified supplicrs 1o be used in the procurement. Consequently, the
regularity, authenticity and validity of Kshs. 74,095,224 in respect ol transfers to other
government units for the year ended 30 June 2015 could not be conlirmed.
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Submission by the Fund Account Manager

739. Mr. Peter Mwaighonda, the Fund Account Manager submitted that the procuring entities
used an open tendering method whereby all tenders were advertised locally in public
places. Further, the NG-CDFC was in the process of pre-qualifying suppliers and
coniractors, a process done jointly with other Government departments at the Sub-

County level.

Committee Observations
740. The Committee observed that the Fund Account Manager used the open tendering

method where all lenders were advertised locally in public places.

Committee Recommendations

741. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager complies with the provisions of Public Procurement and Asset
Disposal Act, 2015 and its PPAD Regulations 2020.

4.3.2.4 Cash and Cash Equivalents

pThe statement of financial assets reflected a bank balance of Kshs. 33,195.678. Includad in
this balance is the Equily bank account balance of Kshs. 51,961,226. However, the bank
reconciliation statement availed for audit indicated that the cashbook balance as at 30 June
2015 amounted to Kshs. 1,630,741 resulting in an unexplained variance of Kshs. 30,330,484,
Further, the bank reconciliation statement included an amount of Kshs. 30,357,484 as receipts
in the bank not recorded in the cashbook and Kshs. 381,259 as payment in the bank not
recorded in the cashbook. Management had not explained the failure to record these
transactions in the cashbook. Consequently, the accuracy and completencss of cash and bank
balance of Kshs. 33,195,678 as at 30 Junc 2015 could not be confirmed.

Submission by the Fund Account Vanager

742 Mr. Peter Mwaighonda, the Fund Account Manager submitted that the statement of
financial assets reflected a bank balance of Kshs. 33,195,678.00 which included Kshs.
31,961,226.00 Equity Bank account balance and KCB reconciled balance of Kshs.
1,234,452.00. The Kshs, 30,330,484.00 was receipted in the cashbook and Kshs.
381,259.00 bauk charges were posted in the Cashbook in the subsequent financial year.
The Cashbook page extract was availed 1o the Auditor for verification.

Committee Observations
743. The Committee observed that there were inaceuracies on cash and eash equivalents
as cashbook and bank reconciliation statements were not updated

Committec Recommendations
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744, The Committee recommends that-

1) The Accounting Officer ensures that the Fund Account Manager keeps financial
and other records that are up-to-date, accurate, relinble, complete and adhere to
accounting standards preseribed by the PSASB as prescribed by Scetion 81(3) of
the PEM Act, No. 18 of 2012 and PFM (NG) Regulation 101(4); and

2) The Accounting Officer ensures thal the fFund Account Manager at all times
avails supporting documentation to the financial statements within (3) three
months after the end of the financial year pursuant to section 68 (2) (k) of the
PFM Act 2012.

4.3.2.5 Budgetary Controls and Performance

745. During the year under review, Matuga Constituency had a total budget of Kshs. 121,
321,937, The Fund made tolal payments and transfers amounting o Kshs. 106,244,080
or 88% of the budgeted fund.

746. Matuga CDF had an over absorption of Kshs. 7.266,790 which the management did not
explain how it was funded. Further, the fund was underspent by Kshs. 24,325,500 which
is an indication hal not all planned projects and programs weie implemented i the year
under review. These also imply that the management had over-budgeted and therclore
there was 1 need to review the budgeting process to direet funding to priority arcas.

Submission by the Fund Account Manager

747. Mr. Peter Mwaighonda, the Fund Account Manager submitted that there were balances
brought forward from the previous year, which catered for the alorementioned amount of
Kshs. 7,266.790.00 whose expenditure was approved in the previous year. The under-
expenditure of [Kshs. 24,325,500.00 was due (o a delay in the disbursement of [unds by
the NG-CDF Bouard. An A.LE for a sum ol I<shs. 30,330,484.25 was reeeived an 30"
June, 2015.

Committee Observations
748. The Committce observed that underutilization of the funds was due to lute disbursement
of funds by the NG- CDF Board and the National Treasury.

Committee Recommendations

249 The Committee recommends that the Cabinet Seeretary [or the National Treasury
shall ensure timely disbursement of [unds to the NG-CDF Board for timely
transfers to the constituencics.

4.3.2.6 Presentation )

750. The financial statements presented for audit during the year ended 30 June 2015
included key constituency information and management, statement of receipls and
payments and statement of financial assets. However, all these statements did not contain
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page numbers. Under the circumstances, it had not been possible to confirm that the
overall financial statements comply with the (nternational Public Sector Accounting
Standards (IPSAS 1) paragraph 32 (b) which requires {hat information provided in the
statements be reliable, comparable and understandable.

Submission by the Fund Account Manager
Mr. Peter Mwaighonda, the Fund Account Manager submitted that the omission was
noted and the subsequent statements comply with the International Public Sector
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Accounting Standards.

Committee Observations
752. The Committee observed that-

(i) Statement ol receipts and payments, and statement of financial assets did not comply
with the IPSAS No. | paragraph 32 on the requirement that information provided
in the statements be reliable, comparable and understandable; and

(i) The omissions and inconsistencies are attributable to a lack of adequate capacity. The
accounting records of the fund arc maintained by the Sub- County lreasurics
(formerly District Accountant) who handles all MDAs at the Sub-County.

Committee Recommendations
753. The Committee recommends that:

1) The National Government Constituencics Development Fund Board
strengthens the NG-CDFT Regional Offices by establishing Treasury units to
serve the Constituency funds within the regions; and

2) The NG-CDF Board employs qualified Accountants beginning FY 2022/23
within the 5% administrative allocation to the Board. This will strengthen
the maintenance of books of accounts, preparation of financial statements,
and timely submission of the statements and documents to the Auditors by
the Constituency Offices
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433 AUDIT MATTERS INTHE FINANCIAL YEAR 2015/2016

754. The Auditor General flagged out five audit Maters during the cxamination of the
linancial statements of Maltuga Constituency in the year 2015/201 6.

4.3.3.1 Inaceuracies in (he Financial Statements
755. The financial statements for the year under review presented for audit contained the
following anomalics:

(1) Note 4 to the financial statements reflected compeusation of employees® figure of
Kshs. 1,541,067 for the year ended June 2015 whereas the certilied financial
statements for the same period indicated Kshs. 1,520,267 resuliing in an unexplained
and unreconciled variance of Kshs, 20,800,

(i) Annex 4 (o the linancial stalements reflected the balance of the asset of Kshs.
13,192,655 as at 30 June 2016, an increase of Kshs. 194,500 from the previous year,
However, the staiement of° receipts and payments reficeted asscts acquired during the
yearamounting to Kshs, 236,000 resulting in an unexplained understatement of assets
by Kshs. 41,500.

756, Consequently, the accuwracy ol compensation of employees and assets acquisitions
balances refeeted in the linancial statements could not be conlirmed,

Submission by the Fund Account Manager

737, M. Peter Mwaighonda, the Fund Account Manager submitted that the compensation of
cmployees’ figure was Kshs. 1,609,277.90 as reflected in the certified financial
statements and Note 4. Annex 4 1o (he linancial statements was adjusted to reflect the net
increase of Kshs. 236.000.00. This figure agrees with assels acquisitions during the year,

Committee Observations

738. The Committee observed that-

(1) The omissions and inconsistencies are attributable to a lack of adequate capacity. The
accounting records of the fund at the Constituencies maintained at the Sub- County
Treasuries (lormerly District Accountant) who also maintain books of accounts for all
national government offices at the Sub-County; and

(i) The financial statements were amended and variations corrected. Further, the relevant
documentation weye presented w the auditor general for verification after the audit
period.
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Committec Recommendations
759. The Commitiee reconumends that:

1) ‘The National Government Constituencies Development Fund Board strengthens
the NG-CDF Constituency Oflices by establishing Treasury units to serve the
Constituency funds within the regions; and

2) The NG-CDF Board should consider employing qualified Accountants beginning
FY 2022/23 within the 5% administrative allocation to the Board. This will
strengthen the maintenance of books of accounts, preparation of financial
statements, and timely submission of the statements and documents to the
Auditors by the Constituency Offices

4.3.3.2 Transfers to Other Government units

760. The statement of receipts and payments for the ycar ended 30 June 2016 reflected an
amount of Kshs. §8,735,478 in respect of transfers o other government units as detailed
in Note 6 to the financial statements. This included Kshs. 66,751,000 to sccondary
schools out of which Kshs. 18,626,633 was ransferred to Matuga Girls Project
Management Committee account for the construction of an administration block.
Records availed for audit review indicated that the project’s approved budget amounted
10 Kshs. 14,901,633 resulting in unapproved disbursement of Kshs. 3,725,000. Further,
the contract agreement indicated that the project was to be completed by June 2016. A
site visil during April 2017 revealed that the project was at the plastering, plumbing and
electrical fitting stage but the contractor was not on site. Consequently, the propriety and
value for money of Kshs. 18,626,633 wansferred to Matuga Girls Secondary School for
the year ended 30 June 2016 could not be confirmed.

Submission by the Fund Account Manager
. Mr. Peter Mwaighonda, the Fund Account Manager submitted that the initial budget for
Matuga Girls” Project was Kshs. 14,901,633.00 as approved in F/Y 2015/2016. An
additional budget of Kshs. 6,626,633.60 was approved in E/Y 2016/2017 bringing the
total budget to Kshs. 18,626,633.00. The plastering, plumbing and electricity works were
done to completion.

76

Committee Observations

762. The Commitice observed that Matuga Girls' Project had an allocation of Kshs.
14,901,633.00 which was approved in F/Y 2015/2016. Further, an additional budget was
approved in F/Y 2016/2017 bringing the total budget to Kshs. 18,626,633.00.

Committee Recommendations

763. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager and PMCs consult and involve relevant Government
departments in initiation, cost estimation, and implementation of projects to ensure
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that priority projects are seclected, adequate budgeting, and quality works are
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produced in compliance with Section 46(1) of the NG-CDF Fund Act, 2015.

4.3.3.3 Other Grants and Other Payments

764. The statement of receipts and payments lor the year ended 30 June 2016 rellected an
amount of Kshs. 26,306,561 in respect of other grants and other payments as detailed in
Note 7 to the financial statements. Ineluded in this amount is Kshs. 5,400,239 paid as
emergencics Lo fund various projects. However, (he Praject Management Committee did
not provide Minutes classifying these projects as enmergencics as required by Seclion
8(3) of the National Government Constituency Fund Act, 2015, Consequently, the
propricty ol Kshs. 5,400,259 incurred on emergeney projects during the year under
review could not be conlirmed.

Submission by the Fund Account Manager

765. Mr. Peter Mwaighonda, the Fund Account Manager submitted  that the Kshs.
5.400.259.00 was an emergency fund for the previous year which the Committee sought
Board’s approval to re-allocate w the various projects as required by the NG-CDF Acl,
2015, The approval was granied by (he Board.
Committee Observations

766. The Commilice observed that Kshs. 5.400.259.00 was an emergency fund for the
previous (inancial year which the Committee sought Board's approval (o re-allocate (o
the various projects as required by the NG-CDF Act, 2015. The appraval was granted
henee the explanation is satisfactory.

Committee Recommendations

767. The Committee recommends that the Accounting Olficer ensures that the Fund
Account Manager complies with the provisions of Section 62 (1) (b) and (¢) of the
Public Audit Act, No.34 of 2015 and Scction 68 of the PEFM Aect, No. 18 ol 2012 on
the timely submission of documents.

4.3.3.4 Bank Balance

768. The statement of assets as at 30 June 2016 reflected a bank balance of Kshs. 66,098,243,
The bank reconciliation statement presented for audit included payments i bank
statements not recorded in cashbook tolaling Kshs. 2,594 and which is related 10 bank
charges. It was not clear why the management had not adjusted the casihbook with this
amount. Consequently, the accuracy and completeness of cash and bank balance of Kshs.
66,098,243.75 as at 30 Junc 2016 could not be conlirmed.

Submission by the Fund Account Manager
769. Mr. Peter Mwaighonda, the Fund Account Manager submitted that the IKshs. 2,594 bank
charges were expensed in the subsequent financial year.
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Committee Observations

770. The Committee observed that-
i, The Fund did not maintain an up-to-datc cashbook as it had not recorded bank

charges totaling Kshs. 2,594 in the cashbook. However, unrccorded payment was
subsequently recorded in the cashbook;

ii.  The challenges in maintaining up to date financial statements including cashbook
are attributable to lack of adequate capacity; and

iii.  The accounting records of the fund at the Constituencies arc maintained at the
Sub- County Treasurics (formerly District Accountant) who also maintain books
of accounts for all national government offices at the Sub-County.

Committee Recommendations
771. The Cammittee recommends that;

1) The National Government Constituencies Development Fund Board
strengthens the NG-CDF Constituency Offices by establishing Treasury
units o serve the Constituency Funds; and

2) The NG-CDF Board should consider employing qualified Accountants
beginning FY 2022/23 within the 5% administrative allocation to the
Board. This will strengthen the maintenance of books of accounts,
preparation of financial statements, and timely submission of the
statements and documents to the Auditors by the Constituency Offices.

4.3.3.5 Budgetary Controls and Performance

772. During the vear under review, Matuga NG-CDF had an approved [inal budget of Kshs.
161,924,965, The Fund made total payments and transfers amounting to Kshs.
125,657,205 or 78% of the budgeted fund resulted in under-absorption of the budget by
Kshs. 36,267,760 or 22% as summarized below:

Final Budget Actual Utilizati | Budget

Expenditure item iKshs expenditure on Utilization Under/

Kshs Yo Difference utilized

Kshs

Compensation ol 2,084,727 1,609,277 60% 1,075,449 40%
Employees
Use of goads and 11,510,299 8,769,889 76% 884,063 24%
services
Transler (o other 96,230,593 88,735,478 92% 7,495,115 8%
Governments units
Other grants and 50,199,340 26,306,561 52% 23,892,784 48%
transfers
Acquisition of Asscts 300,000 236,000 T19% 64,000 21%
Other Payments 1,000,000 - 1,000,000 100%
TOTAL 161,524,965 125,657.205 T8% 36,267,760 12Y%
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773, The under-absorption indicates that the goods and services were not delivered to the
residents of Matuga Conslituency as budgeted. In addition, the CDF underspent by 48%
on other grants and other payments which comprised of bursary among other payments
an indication that funds were not released to learning institutions as planncd.

Submission by the Fund Account Manager

774, Mr. Peter Mwaighonda, the Fund Account Manager submitted that under-absorption of
Kshs. 36,267,760.00 was due to a delay in funds disbursement from the Board. The
Kshs. 64,180,719.00 was received on 30" June, 2016 further, delay to cnactment and
commencement ol the National Government Constiluencics Development Fund Act,
2015 and its regulations on 19" February, 2016 delayed the appointment of the new
Committee members which led to under-absorption ol funds.

Committee Observations
- The Committee observed that underutilization was occasioned by the late cisbursement
ol funds by the National Treasury and NG- CDF Board. The funds were reccived
towards the end ol the linancial year and therelore it was not possible Tor the projects

utthize all the funds within a lew days and the audit query is resolved.
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Cummittee Recommendations

776. The Committee recommends that the Cabinet Seeretary for the National T'reasury
shall ensure timely disbursement of funds to the NG-CDF Board to ensure timely
disbursement of money to the Constituencics.

4.3.3.6 Project Implementation

777. The project implementation status report availed for audit review indicated that a total off
38 projects were approved for implementation during the year under review at @ total
budget of IKshs. 128,650,000, As at 30™ Junc 2016, three (3) projects wilh a total budget
of Kshs. 20,300,000 had not been completed.

Submission by the Fund Account Manager

778. Mr. Peter Mwaighonda, the Fund Account Manager attributed the delay to the
cnactment of the National Government Constituencies Development Fund Act, 2015
which was done on 19™ February, 2016 which delayed the appointment of new
Committee members. The Implementation Status of the three projects is as follows:

| SINO. | PROJECT [STATUS |
b Mwaluphamba Sec. school Admimistration block Complete _

£ Matuga Girls Sce. School Administration block On-going B
3 Lukore Sce. school Dormitory ' Cumglclc )

Comumittee Observations
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779. The Committce observed that the slow implementation of projects was occasioned by
the late disbursement of funds by the National Treasury and NG- CDF Board. The [unds
were received towards the end of the financial year and therefore the projects couldn't
utilize all the funds within a few days, hence the audit query is resolved.

Committec Recommendations
780. The Committee recommends that the Cabinet Secretary for the National Treasury
shall ensure timely disbursement of funds to the NG-CDF Board to ensure timely

disbursement of money to the Constituencices.

4.3.3.7 Project Verification

781. Audit verification was done in April 2017 on ten (10) projects with a budget of Kshs.
32,500,000 revealed the following:

SiNo | Project Name Activity Completion | Project cost | Status
Date (I<shs)
1 Kombaai primary Renovation of 12 No. Mar-16 3,600,000.00 | Complete
school Classrooms; Re-roafing,
floor sereeding, plastering
and painling
2 Golini primary Renovation of 8 No. Feb-16 2.400.000.00 | Complete
school Classrooms; Re-roofing,
floor sereeding, plastering
and painting
3 Tiwi Boys’ Construction of 2 No, Jan-16 2.200,000.00 | Complete but not
sccondary school Classtooms in use
4 Waa Bovs™ high Construction of a Stalf Jan-16 2,500,000.00 | Complete
school House
3 Tiwi Girls’ Construction of a Jan-16 5,300,000.00 | Complete
secondary school Laboratory Block
6 Tsimba chiel's Construction of Chiel's Jun-16 2,500,000.00 | Complete but the
affice office roofing was done
using gauge 30
iron shecls
instead of gauge
28
EB Ng'ombeni Construction of a Jul-15 5,300,000.00 | Complete but
secondary school Laboratory ceiling done
using plywood
instead of solt
board
g Tiwi Girls' Construction of Mar-135 3,000,000.00 | Complete
secondary school Administration Block
9 Kaya-Tiwi Construction of a Library | Mar-13 3,200,000.00 | Partially painted
scecondary school
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782, Poor implementation ol projects afleets service delivery to the public adversely and
casts doubl on the effectiveness of the project monitoring and evaluation carried out by
the Constituencies Development Fund Commitlee.

Submission by the Fund Account Manager

783. Mr. Peter Mwaighonda, the Fund Account Manager submitied that the delay in
implementation of the projects was duc o a delay in funds disbursement from the Board
but the projects were now completed and in use,

Committee Observations

784. The Commitce observed that the projects arc complete and in use. The slow
implementation of projects was oceasioned by the late disbursement of funds by tie NG-
CDF Board and the National Treasury hence the audit query is resolved.

Committee Recomumend:tions

785. The Committee recommends that the Accounting Officer ensure that all Fund
Account Manager and PMCs consult and involve relevant Government
departments in initintion, cost estimation, and implementation of projects to ensure
that priority projects are selected, adequate budgeting, and quality works are
produced in compliance with Section 46(1) of the NG-CDF Fund Act, 2015.
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4.4 KINANGO CONSTITUENCY

786. Mr. Joscph Kumbatha, the current Fund Account Manager appearcd before the
Committee on 29™ September, 2020 to respond to the audit Matters raised in the reporl
of the Auditor General for Kinango Constituency for the financial years 2013/14,
2014/15 and 2015/16. He was accompanied by:
i) Mr. James Chebii, Ag. Manager Field Financial Services
ii) Ms. Christine Mwangolo, Ag. Manager Ficld Operations
iii) Mr. Kenneth Martin Amanya, Former FUND ACCOUNT MANAGER during
the period under audiL.

4.4.1 AUDIT MATTERS IN THE FINANCIAL YEAR 2013/2014

787. The Auditor General raised four audit Matters during the examination of financial
statements of ICinango Constituency in the year 2013/2014.

4.4.1.1 Compensation to Employces

788. The statement of receipt and payment for the year ended 30 June 2014 reflected an
amount of Kshs. 1,211,126 in respect of amount paid as compensation to employees.
However, the supporting schedule reflected a figure of Kshs. 1,225,526 resulting in an
unexplained or reconciled difference of Kshs. 14,400. Tn addition, an audit review of
payment vouchers revealed that the fund paid Kshs. 41,340 and Kshs. 73,200 to NHIF
and NSSF respectively. These amounts included penalties for noncompliance amounting
to Kshs. 13,200 for NFIF and Kshs. 60,000 for NSSF; however, these payments could
not be traced in the financial statements. Under the circumstances the propriety and
accuracy of Kshs. 1,211,126 in respect to compensation to employees for the year ended
30 June 2014 could not be ascertained.

Submission by the Fund Account Manager

789. Mr. Joseph Kumbatha, the Fund Account Manager submitted that the supporting
schedule figurc of Kshs. 1,225,526 included the social security benefits amount of Kshs.
14,400 reporied in Note 9 of the statement of receipts and payments. He acknowledged
the omissions and penaltics under NHIF & NSSF. However, correclive measures were
instituted to ensure statutory deductions ave filed on time.

Committee Observations
790. The Committee observed that-
(i)  The Fund Account Manager had not filed statutory deductions on time-NHIF &
NSSF in confravention to the National Social Security Fund Act, 2013 and the
National Health Insurance Fund Act No 9 of 1998. Further, the Fund paid
penaltics for non-compliance amounting to Kshs. 13,200 for NHIF and Kshs.
60,000 for NSSF; and
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(i) Corrective measures had been instituted and statutory deductions are done on

tme.

Committee Recommendations

791. The Committee recommends that the Accounting Officer ensures that the Fund
Account Vinager deducts and submit statutory deductions on time in accordance
with the National Social Security Fund Act, 2013 and the National Health Insurance
Find Act No. 9 of 1998 to avoid the incurrence of fines and penaltics.

4.4.1.2 Transfers to Other Government Units

792. Included in the transfers to other government units’ balance of Kshs. 95,279,579 were
transfers 1o various PMC bank accounts for various projects thal were identificd for
miplementation during the year under review. However, records showing all receipts,
disbursements and actual expenditures monthly m respeet of all the prajects and sub-
projects were not made available for audit verification. In addition. a total of Kshs.
8,300,000 was disbursed (or various projects which were not in the approved code list as
@ result of which it was not possible to coniirm how the projeets were identilicd and
whether their implementation was in adberence 1o the CDF Act, 2013, Consequently, the
transfers to other government units amounting o Kshs. 95,279,579 (or the vear ended 30
June 2014 could not be ascertained.

Submission by the Fund Account Manager

793.Mr. Joseph Kumbatha, the Fund Account Manager submitted that the record showing
receipts and disbursements to PMCs including actual expenditure returns had been
avatled to the auditors for review. Further, the ICshs, 8,300,000.00 spent that could not
be traced to the Approved Schedules for FY 2013/2014, is captured in the Approved
Schedules for FY 2012/2013, but the expendilures were done late due o project
implementation challenges.

Committee Observations
794. The Committee observed that-

(i) Records showing all receipts, disbursements and actual expenditures monthly in
respeet of all the projects and sub-projects were not made available for audit
verification in time.

(1) The supporting documents had since been provided and reviewed by the
auditor,

(iif) The projects which were not in the approved code list in FY 2013/14 had been
approved in FY 2012/13,

Committee Recommendations
795. The Commitice recommends that the Accounting Officer ensures the Fund
Account Manager keeps financial and other records that are accurate, reliable,
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complete and adhere to accounting standards prescribed by the PSASB as provided
by Section 81(3) of the PFM Act, No. 18 of 2012 and Regulation 100 and 101(4),
PEM (National Government) 2015

4.4.1.3 Other Grants and Transfers

796. The statement of reccipts and payments for the ycar ended 30 June 2014 reflected an
amount of Kshs. 46,250,700 as other grants and wansfers, which included Kshs.
19,127,000 in respect of scholarship and other education benefits. However, supporting
schedules and bursary documents for students in secondary and tertiary institutions
amounting to Kshs. 19,003,500 were not availed for audit verification. Consequently, the
accuracy and propricty of other grants and transfers amounting to Kshs. 19,003,500 for
the year ended 30 June 2014 could not be confirmed.

Submission by the Fund Account Manager
797. Mr. loseph Kumbatha, the Fund Account Manager submitted that the supporting
schedules and bursary documents for students in sccondary and tertiary institutions
amounting to Kshs. 19.003,500.00 had been availed to the auditors for revicw.,
Committee Observations
798. The Commitlee observed that-

(i) Supporting schedules and bursary documents for students in secondary and
tertiary instilutions amounting to Kshs. 19,003,500 were not availed for audit
verification.

(i) The supporting documents had since been provided and reviewed by the
auditor.

Committee Recommendations

799. The Committee recommends that the Accounting Officer ensures that the Fund
Account Manager complies with Section 68 of the PFM Act, No. 18 of 2012 on the
timely submission of documents.

4.4.1.4 Bank Balances

800. Included in the statement of financial assets and liabilities, as at 30 Junc 2014 was the
cash and bank bLalance of Kshs. 12,804,408, The bank reconciliation statement availed
for audit verification indicated that as at 30 June 2014 unpresented cheques amounted to
Kshs. 12,268,725 were oulstanding for periods dating back to November 2013 and had
not been reversed.

801. In addition, the bank reconciliation statement reflected payments in the bank statement
not recorded in the cashbook amounting to Kshs. 3,519,920 out of which Kshs.
3,500,000 related to a payment dated June 2012 for which the payee was not disclosed. It
is not clear why these long outstanding reconciling items had not been cleared from the
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books. As a result, the accuracy and validity of the cash and bank balance of Kshs.
12.804.408 as at 30 June 2014 could not be ascertained.

Submission by the Fund Account Manager

502, Mr. Joseph Kumbatha, the Fund Account Manager submitled that @ majority of the
unpresented cheques were cleared in the subsequent months. The stale cheques were
reversed and replaced as shown in the cashbook extracts, The expenditure ol Kshs
3,500,000 related to payments which were posted in the cashbook as surrendered
imprests.

Committee Qbservations
803. The Commitice observed that-
(i) Unpresented and stale cheques amounting to Kshs. 12.268.725 had not been
reversed (o the cashbook as at 30th June 2014
(i) Payment amounting to Kshs, 3,500,000 had not been posted in the cashbook;
el
(i) The stale and unpresented cheques were later reversed and replaced and

omilted payments recorded in the cashbook.

Committee Recommendation
804, The Committee recommends that-

1) The Accounting Officer ensures that the Fund Account Manager keeps up-
to-date, accurate, reliable, complete linancial and other records and adhere
to acconnling standards prescribed by the PSASB as preseribed by Section
81(3) of the PFMAct, No. 18 0F 2012 and PIFM (NG) Regulation 101(4); and

2) Within three months of the adoption ol this report, the Acconuting Officer
ensures the Fund Account Manager reconciles the amount of Kshs. 3,500,000
relating to a payment dated June, 2012. Further, the reconciled statement
with supporting documents is submitted to the auditor for audit review.
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4.42 AUDIT MATTERS IN THE FINANCIAL YEAR 2014/2015

4.4.2.1 Excess Expenditure

805. According to the information availed for audit, the Constituency Development Fund had
a total budget of Kshs. 160,757,031 in the year under review. However, the summary
statement of appropriation reflected a total final budget of Kshs. 215,776.079 resulting in
an un-reconciled variance of Kshs. 55,019,048 it was not clear how the additional
amount of Kshs. 55,019,048 was approved. Consequently, the propricty of excess
expenditure of Kshs. 55,019,048 could not be ascertained for the year ended 30 June
2013.

Submission by the Fund Account Manager

806. Mr. Joscph Kumbatha, the Fund Account Manager submitted that the difference of
Kshs. 55,019,048 was as a result of the adjustments during the financial year where the
amount related to the cashbook opening balances as well as funds that were due from the
board for the previous financial year.

Committee Qbservations
307. The Committce observed the unexplained amount of Kshs. 55,019,048 was balances
carried forward [rom the previous linancial year.

Committee Recommendations

808. The Committee recommends that the Cabinet Secretary for the National Treasury
shall ensure timely disbursement of funds to the NG-CDF Board to ensure timely
disbursement ol money to the Constituencies.

4.4.2.2 Acquisition of Assets

809. The Statement of Receipts and Payments for the year ended 30" June 2013, reflected an
amount of Kshs. 3,079,326.00 as Acquisition of Assets, which included Kshs.
2,156,850.00 in respect of the purchase of the motor vehicle. However, no records werc
available to verify that the motor vehicle was registered in the name of the Kinango CDF
Committee. Tn addition, a motor grader valued at Kshs. 19,640,000.00 was not in the
custody of Kinango CDF Committec but was held and being used by the National
Government. There was no documentation to indicate how this transfer was done and the
terms and conditions of the transfer. Consequently, the ownership status of the assets
acquired by the fund is valued at Kshs. 3,079,326.00 for the ycar under review and the
grader valued at Kshs. 19,640,000.00 previously acquired could not be confirmed as at
30 June 2015.

Submission by the Fund Account Manager
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810 Mr. Joseph Kumbatha, the Fund Account Manager submitted that the log book was
obtained from the board and a copy availed to the auditors for verification. The said
motor wrader remained a property of the CDF Committee but stationed at the
Constituency Roads Engincer's Offices compound. The management of its operations
had also been left with the technical line ministry and (he Constituency Raads Fngineer
oversaw its daily schedule. No olficial communication had been made to this elTec!
because the COF Committee still held the authority to administer its operations.

Commiittee Observations

811. The Commiltee observed that the logbook was obtained from the board and a copy
availed 1o the auditors [or vertfication. The cost of operating and maintaining the grader
s high.

Committee Recommendations
S12.The Committee recommends that-

) The NG-CDFE Board veviews its circular dated 11" May 2010 on motar graders,
tractors and other machinery acquired by the various Constituency CDI
Committees to provide direction on the management of NGCDE assets including
their disposal;

2} Within three months ol the adoption ol this report, the Accounting Officer and
all the Fund Account Managers (ake stock ol motor graders, tractors and other
machineries that ave lying idle in all the Constituencies and report to the
National Assembly; and

3) Within three months of the adoption of this report, the Accounting Officer
ensures the Fund Account Manager avails to the auditor, the details including
the loghook for the motor vehicle worth Kshs. 2,156,850 purchased during the
year.

4.4.2.3 Committee Expenses

813. The Statement of Receipts and Payments for the year ended 30" June 2015 reflected an
amount of Kshs. 9,971,272.00 as committec expenses against a budget of Kshs.
6,400,000 resulting to an excess expenditure ol Kshs. 3,571,272 contrary to the PFM
Act, 2012 which requires prudent utilization of resources as per the budgel,
Conscquently, the propricty and validity ol Kshs. 3,571,272.00 spent on commilice
allowances for the year ended 30™ June 2015 could not be confirmed,

Submission by the Fund Account Manager

814, Mr. Joseph Kumbatha, the Fund Account Manager submitied that the over-expenditure
noted in the committee expenses and monitoring & evaluation expenses resulted from
balances brought lorward from previous lnancial yews as included n the overall
expenditure for the period where a total of IKKshs. 173,586,821.15 was expended against
the financial year 2014/2015 period budget of Kshs. 160,757.031.00 a tabulated analysis
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of the actual expenditures detailing the budeet balances brought forward (as evidenced
by referenced AIES) from previous financial years has been availed to the auditor for
review. Also availed were copics of the work plan, training materials, training programs

and monitoring and cvaluation reports.

Committee Observations

815. The Committee observed thal over-expenditurc on commitice expenses and monitoring
& evaluation expenses resulted from balances brought forward from the previous
financial year 2013/14 cxpended in the financial year 2014/15 hence the audit query is

resolved.

Committee Recommendations
816. The Committee recommends that-

1) The Accounting Officer cnsures all Fund Account Manager comply with the
provisions of Section 62 (1) (b) and (c) of the Public Audit Act, No.34 of 2015
and Scction 68 of the PFM Act No. 18 of 2012 on the timely submission of
documents: and

2) The Accounting Officer ensures the Fund Account Manager complies with
section 43 (11) of NG-CDF Act 2015 on the number of constituency
committee sittings including sub-committee meetings.

4.4.2.4 Other Grants and Other Payments

8§17, The Statement of Receipts and Payments for the year ended 30" June 2015, reflected an
amount of Kshs. 74,338,660.00 out of which Kshs. 180,000 was for bursary awarded ©
12 people who were cither employed or pursuing higher education. This contravened
CDF regulations that limit the beneficiarics Lo orphans; self-sponsored students without
puardians  or  parents and socially and cconomically disadvantaged —persons.
Conscquently, the propriety of the Kshs. 180,000 for the year ended 30 June 2015 could
not be confirmed as the process of awarding the bursaries contravened the CDF Act,
2013.

Submission by the Fund Account Manager

818. M. Joseph Kumbatha, the Fund Account Manager submitted that awarding of bursaries
lo unqualified applicants, i.c., applicants who are pursuing higher education or working
was a regrettable error that escaped the scrutiny and vetting of applicants by the Bursary
Subcommittce. The crror was actually within acceptable margin as oul of Kshs.
33,742,500.00 bursaries disbursed only Kshs. 180,000.00 was erronecously awarded to
undeserving cases, which wanslates to approximately 0.50% of total bursary
disbursement for the referred period. Nevertheless, the commitiee was working tirelessly
{0 institute measures that would eliminate or reduce errors to the minimum.
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Committee Observations

819. The Committee observed that the Fund awarded bursary o 12 people who were either
employed or pursuing higher education. This contravened CDF regulation, which limits
the beneliciaries w0 orphans; self-sponsorcd students without guardians or parents and
socially and cconomically disadvantaged persons.

Committee Recommendations
820. The Committee recommends that:
1) The NG-CDF Board should develop an overarching policy framework to
guide Constituency bursary committees in line with their specific needs; and
2) Each NG-CDF bursary committee establishes eriterin and guidelines for
identilying, categorizing and awarding bursaries to needy students.
4.4.2.5 Bank Balances
821. The Statement of Financial asscts as at 30™ June 2013 reflected cash and bank balances
ol Kshs. 12,548,979.00. The bank reconciliation statement availed for audit verilication
indicated that as at 30™, lune 2015, unpresented cheques amounting Ksis. 6,439,997.00
were outstanding out ol which Kshs. 60,268 were stale and had not been reversed 1o the
cashbook. [n addition, the bank reconeiliation statement reflected receipts in the bank
statement not recorded in the cashbook amounting to Kshs. 40.189.257 and payments in
bank statement not in cashbook amounting to Kshs. 51,74 1. Tt was not clear why hese
long outstanding reconciliations items had not been subsequently cleared or adjusted in
the cashbook as at 30" June 2015. As a result, the accuracy and validity ol the cash and
bank balances of Kshs. 12,548,979.00 as at 30" Tune 2015 could not be ascertained.

Submission by the Fund Account Manager

822. Mr. Joseph Kumbatha, the Fund Account Manager submitted that Kshs. 60,268.00 in
stale cheques had since been reversed as per the cashbook extract availed to the auditors
for review. The receipt of Kshs. 40,189.257.85 in the Reconciliation was a2 disbursement
from the CDF Board received in the bank account on 26/06/2013 and had not yet been
posted to the Cashbook. Tt had since been posted.

o
R
L

- The payment is in (he bank statement of Kshs. 51,741.00 not yet posted into the
Cashbook was the figure for accumulative bank charges that were yel to be charged into
the books. It had since been processed and cleared.

Commitree Observations
824. The Commitiee observed that the stale and unpresented cheques were later reversed and
omitted payments were luler recorded in the cashbook.
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Committee Recommendations

825. The Committee recommends that the Accounting Officer ensures the Fund
Account Manager keeps financial and other records that are accurate, reliable, and
complete and ensure adherence to accounting standards prescribed by the PSASB
as provided by Section 81(3) of the PFM Act, No. 18 of 2012 and Regulation 100
and 101(4), PI'M (National Government) 2015.

4.4.2.6 Project Implementation

826. According (o the project expenditure status report availed during the audit, out of the 24
development projects funded by CDF, twenty (20) with a total disbursement of Kshs.
84.300,000 had not been implemented. The funds disbursed to these projects had not
been spent as at 30 June 2015. It was not clear and the management had not explained
why public funds remained idle in the Project Management Committee bank accounts.
Failure (o implement projects would likely impact negatively on the standards of living
for the people of Kinango Constituency due to lack of infrastructure.

827. Four (4) projects with a total disbursement of Kshs. 21,650,000 had been started and
were at various levels of completion. A total of Kshs. 14,597,790 in respect of these
projects had been spent with a balance of Kshs. 7,052,210 unspent as at 30 June 2015.
Slow implementation of development projects affects service delivery to the public and
the intended purpose of the project may take longer to be realized. In addition, it also
casts doubt on the effectiveness of the project monitoring and evaluation carried out by
the Constituency Development Fund Committec (CDFC).

Submission by the Fund Account Manager
828. Mr. Joscph Kumbatha, the Fund Account Manager submitted that the projects were
complete and in usc.

Committee Observations

829. The Committee observed that slow implementation of projects was occasioned by the
late disbursement of funds by the NG- CDF Board and the National Treasury. The
projects had since been implemented and were in use and the audit query resolved.

Committee Recommendations
830. The Committee recommends that the Cabinet Secretary for the National Treasury
shall ensure timely disbursement of funds to the NG-CDT Board for timely release

to all the Constituencies.

4.4.2.7 Project Verilication
83 1. Project site verification done during April 2016 revealed the (ollowing-
(1) Kinango Secondary School: The Library was not in usc and empty without
(irniture or reading materials.
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(i1) Kinagoni Dispensary: The work was in Progress - In the advanced stages nearing
completion.

(inMwarovesa Secondary School: Construction ol Science Lab - The Building was
complete but there was no equipment and was not in usc.

Submission by the Fund Account Manager
832, Mr. Joseph Kumbatha, the Fund Account Manager submitted that the building of the
library was complete and in use. Further, the Library was cquipped with furniture.

Inspection visits by the Committee

833. The Comumittee undertook inspection visits from 24™ (o 28" May, 2021 ta verify the
information presented on the library project al Kinango Secondary School and Science
Laboratory at Mwarovesa Secondary School.

Committee Observations
834, The Comumitlee obscrved that-

(1) The consteuction ol the modern library in Kinango Boys Sccondary School and
Science Laboratory at Mwarovesa Sceondary School had been completed in F/Y
2016/17;

(i) The facilitics were in use as submitted by the Fund Account Manager; and

(ii)There was a delay in the submission of documents on the completeness ol the
projects to the auditors for verilication.

Commitiee Recommendations

835. The Committee recommends that the Cabinet Seeretary for the National T'reasury
shall ensure timely disbursement of funds (o the NG-CDF Board for timely release
to all the Constituencics.
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