























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































30.

Response by the Fund Account Manager

The supportive documents for Kshs 1,000,000 released to Kakamega North Sub - County
Secondary Schools Association to facilitate the Sub — County’s joint evaluation tests for 2670
form four candidates was availed for audit verification. The expenditure returns are availed.

Commitiee Observation

1. The Committee observed that: -
The expenditure returns were availed and verified by Office of the Auditor General. The query
was adequately addressed and resolved
5.0 Project Implementation and Management
32. Qut of one hundred and seventy-one (171) projects allocated funds to Malava CDF during the
two years ending 30 June 2015, fifty-five (55) projects allocated Kshs 116,096,445 were
ongoing as at 30 June 2013, forty-nine (49) projects costing Kshs 36,019,590 had not started
while two projects had stalled as detailed below:
Sector/Status | Stalled Not Started Ongoing Complete
No | Value No | Value No Value (Kshs) | No Value (Kshs)
{Kshs) {Kshs)
Administration | | 1,800,000 | 3 1,198,900 |4 13,494,152 4 14,481,234
Agriculture 0
Education 32 | 25,100,00 | 43 89,108,028 53 37,630,000
0
Environment 2 600,000 2 1,900,000 3 1,300,000
Health 1 1,120,690 |4 3,620,690 |4 4,141,379 3 3,155,479
Market ]
Road ] 2,000,000 0 2 11,564,466
Security 7 | 3,500,000 5.327.999
Sports 2 2,124,887
Total 2 1,920,690 |49 |[36,019.59 |55 116,096,445 | 65 68,131,179
0
33. The delay in implementing the projects impacted negatively on service delivery to residents of
the Constituency.
Response by the Fund Account Manager
34, It is true that at the time of Audit 55 projects worth Kshs 116,096,445 were ongoing, and 49
projects had not started due to delay in disbursement of funds from the Exchequer.
35. The funds were, however, received in the subsequent year and the projects implemented,

complete and are in use.




36.

37.

38.

39

40,

41.

42.

43,

The Schedule of projects, Completion Certificates and photos were availed to Office of the
Auditor General for review.

Reaction from Members

Although the Commitiee observed thar the maiter was addressed satisfactorily, It rasked the
Office af the Auditor General to conduct physical verification of the project before it makes iis
recommendations on the matter,

Commiftee Observation

Following physical verification by the Office of the Auditor General it was observed that the
prajects were later completed and are in use

Committee Recommendation

The National Treasury shall ensure timely and adequate disbursement of funds to the National
Government Constituencies Development Fund Board for immediate release to the
Constituencies.

FINANCIAL YEAR 20152016
1.0 Transfer to Other Government units

A local company was awarded tender for construction of two-bedroom staff houses and
external pit latrines at Shihome Dispensary a contract sum of Kshs. 2,360,048, During the vear
under review, Kshs 1,509, 358 was disbursed and paid to Shihome Dispensary PMC account.
According to the contract agreement, construction was to begin on 9 November 2015 and be
completed by March 2016, but the work had not been completed during the time of audit in
February 20117, eleven (11) months after the expected completion date. Further, it was noted
that the iron sheets used were gauge 30 and not gauge 28 as specified in the bill of quantities,
Consequently, value for money may not have been obtained from this project.

Response by the Fund Account Manager

At the time of audit, the project had not been completed due to the piecemeal funding from the
Exchequer. However, the project was fully funded in the subsequent year, complete and is in
use. The Completion Certificate and Hand-over Report were availed for review,

The choice of iron sheets gauge 30 instead of gauge 28 was as a result of Variation Order from
the Public Works Department.

Committee Observation

e ta time constraints the Office of the Auditor General did rot conduct physical verification
of the project. However a letter from the Public Works Depariment confirmed that the project
was undertaken and was in use. The guery was adequately addressed and resolved.
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1.0 Budget Performance

OTHER MATTER

45, During financial vear under review, the CDF was allocated Kshs 208,421,378 and spent Kshs
135, 538, 353 or 64 8% of the total receipts leaving Kshs 73,383,025 or 35.12% of the total
receipts unspent as analyzed below. The explanation given was that delaved release of funds
by the National Government Constituencies Development Fund Board caused delay in
implementation of projects,

Receipt/Expense | Original Adjustmen | Final | Actual  on | Budget Funds
Item Budget ts Budget Comparable | Utilization | Utilization
Basis Difference

A B C D E f=d/c %
RECEIPTS {Kshs.) {kshs.) {kshs.)
Transfers from | 135,506,366 | 73,415,012 | 208,921,378 | 208,421,378 | 500,000 09,76
CDF Board
Proceeds from Sale -
of Assets
Other Receipts -
{AIA)
TOTALS 135,506,366 | 73,415,012 | 208,921,378 | 208,421,378 | 500,000 99.76
PAYMENTS
Compensation of | 2,480,000 1,239,720 3,719,720 2,201,650 1,518,070 59.19
Employees
Use of Goods and | 9,365,573 4 428 978 13,794,551 | 9,296,341 4,498.210 67.39
Services
Transfers to Other | 85,617,647 | 42,661,386 | 128,279,033 | 84,661,300 43.617.733 66,00
Government Units
Other Grants and | 36,693,146 | 20,075,638 | 56,768,784 | 38,293,717 18,475,067 67.46
Transfers
Acquisition of | 1,350,000 |5,009290 |6,359,290 | 1,085,345 5,273,045 17.07
Asgels
TOTALS 135,506,366 | 73,415,012 | 208,921,378 | 135,538,353 | 73,383,025 | 64.58

Response by the Fund Account Manager

46, Malava MG-CDFC was allocated Kshs 35,506, 366 for Financial Year 20152016 and Kshs
2,915,012 being balance brought forward meant for Financial Year 2014/2015 making a total
sum of Kshs 208,421,378 as funds available.

47. However, the Malava NG-CDF could not fully implement the budget since some funding had
not yet been received from the Exchequer as at the closure of the financial year.

Cormmnittee Observation

48. The Committee observed that —
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Commitiee Recommendation

i,

i. The delay in the implementation of projects was due to late receipt of funds from the
excheguer. The profecis were, however, undertaken and completed in the subsequent

financial year.
The AIEs indicating when the funds were received were submirtied for audit review and

verification by the Office of the Auditor General. The guery was adequately addressed

and resalved,

49, The Committee recommends thai the National Treasury should release funds on time to the
Constituencies  Development
implementation of projects.

Nationagl  Government

2.0 Project Implementation Performance

Fund Board ax

budgeted for

30, The CDF management was to implement a total of 231 projects during the year under review,
62 projects valued at Kshs 90,757,726 were ongoing, 24 valued at Kshs 34,600,000 had not
started and 145 projects valued at Kshs 139,669,278 were completed as analyzed below:

FrY Sector/Status | Not Started Ongoing Complete

No Value No | Value (Kshs) | No Value

(Kshs) (Kshs)
2013/2014 | Administration 2 7.536,99]
20142015 1 1,000,000
2015/2016 | 1,000,000 p. 12,195,573
2013/2014 | Education 3 1,125,281 52 58,630
2014/2015 | 500,000 17 20,600 59 76,827,415
201572016 21 32,100,000 |26 60,960,793 19 18,700,000
201372014 | Environment ] 917,500
201472015
201572016 | R00,000
2013/2014 | Road 1 6,564, 466
20142015 1 4,736,858
201572016
2013/2014 | Health
201472015 1 1,255,479 1 1,255,479
201572016 2 2,800,000 ] 850,000
2013/2014 | Security
201472015 ) 1,500,000
2015/2016 7 4,100,000
201372014 | Sports 1 124 887
20142015
20152016 1 2,000,000
Total 24 34,600,000 |62 90,757,726 145 139,665,278
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al.

S,

53.

Delay in implementing the projects impacted negatively on service delivery to the residents of
the Constituency.

Response by the Fund Account Manager

At the time of Audit, 62 projects worth Kshs 90,757,726 were ongoing and 24 projects worth
Kshs 34,600,000 had not started. This was due to late disbursement of funds by the NGCDF
Board.

However, the projects were fully funded in the subsequent year, implemented, complete and
in use. Schedule of projects, Completion certificates and photos were availed to auditors for
review.

Commitiee Observation

Following inspection visit of the projects and verification of completion certificates and photos
of the completed projects by the QOffice of the Auditor General the Committee was satisfied and
noted that the issue of disbursement of funds was beyond the control of NG-CDE. The guery
way adequately addressed and resolved

MIN. NA/AA&SC-DFAC/2023/52 EXAMINATION OF THE AUDMT REPORTS ON

b

57.

58,

ACCOUNTS OF KHIWESERO NG-CDF THE
FINANCIAL YEAR 2013/2014 TO 2015/2016

KHIWESERO CONSTITUENCY

Mr, Benard Misiko, the Fund Manager appeared before the Committee on 4™ March, 2023 to
respond to the audit matters raised in the report of the Auditor General for Khiwisero
Constituency for the financial years 2013/14, 2014/15 and 2015/16.

FINANCIAL YEAR 2013/2014

1.0 Cash and Cash Equivalents

The statement of financial assets and liabilities reflects cash and cash equivalents balance of
Kshs 40,725,688 as at 30 June 2014, However, the statement of receipts and payments reflects
a surplus of Kshs 36,062,1356.06 resulting to a difference of Kshs 4,663,531.94.

The difference is supported with a brought forward balance of Kshs 4,555,037.10 and an
unsupported prior year adjustment of Kshs 108,494 84, Consequently, the accuracy and
completeness of the cash and cash equivalenis balance of Kshs 40,725,688 could not be
confirmed as at 30} June 2014.

Response by the Fund Account Manager

Kshs 40,725,688 was the closing cashbook balance as at 30th June 2014 as reflected in the
statement of financial assets and liabilities. The statement of receipts and payments captures
the actual receipts and payments during the year hence reflecting a surplus of Kshs
36,062,156.06.The difference between the swrplus and the cash book closing balance is the
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59

61.

opening cashbook balance of Kshs 4,555,037.10 and the prior year adjustment of Kshs

108,494.84.

The opening and closing cashbook balance extracts were provided to the auditor for review,

Committee Observation

The Commitiee observed that the explanation offered was satisfactory. The query was
adequarely addressed and resolved

Conmitiee Recommendaiions

The Cammittee recommends that the Accounting Officer: -

(ii)

fiii)

(1) ensures that the Fund Account Managers.

.

b,

keeps financial and other records that are accuraie, reliable, and complete;
adhere to accounting standards prescribed by the Public Sector Accounting
Standards Board (PSASB) as provided by Section 81(3) of the PFM Act, No. 18
of 2011 2 which provides that “The accounting officer shall prepare the financial
statements in a form that complies with the relevant accounting standards
prescribed  and  published by the Accounting Standards Board from
time fo time™.

adhere to Regulation 100 of the PFM Act (National Government), 20015 which
provides that “Accounting Officers shall keep in all offices concerned with
receiving cash or making payments a cash book showing the receipts
and payments and shall maintain such other books and registers as may
be necessary for the proper maintenance and production of the accounts
af the Voie for which he or she is responsible™; and

adhere io Regulation 101 14) af the PFM Act (National Governmeni), 20135 which
provides that “An Accounting Officer shall prepare the financial statements in
a _form that complies with the relevant accounting standards prescribed by the
Public Sector Accounting Standards Board, not later
than three months after the end of the financial year and submit them fo
the Auditor General with a copy to the County Treasury, the Controller
of Budget and the National Treasury ",

The NG-CDF Board should consider allowing direct bank debits 1o beneficiary
institutions to increase efficiency in disbursement and reduce cases of stale cheques,

The NGCDF Board engages the Public Sectar Accountings Standards Board (PSASE)
to conduct continuous capacity building on financial reporting standards for all
National Government -CDF constituency staff.

2.0 Unsupported Over Expenditure

The summary statement of appropriation reflects total over expenditure of Kshs 38,210,583.80
as the approved budget was Kshs 86,901,961.94 whereas the actual expenditure is Kshs
125,112,545.74 as at 30 June 2014. Further, the over expenditure relates to Transfers to Other
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62.

63.

65.

66.

67.

68.

69,

Government entities and Other Grants and Transfers. In the circumstances, the propriety of the
expenditure and the source of the funds could not be confirmed as at 30 June 2014,

Response by the Fund Account Manager

The expenditure of Kshs 38,210,583.80 was relating to the previous year projects, which were
not part of the 2013/2014 financial year allocation.

The expenditure of Ksh.38,210,583.80 was implemented with the AIE (No. A711835) of Kshs
46,310,065 which related to the previous year.

Committee Observations

The Committee observed that the AIE No. A711835 for Kshs 46,310,065 jor financial vear
201 2/2013 was availed for audit and verification. The guery was adeguately addressed and
resolved,

3.0 Accuracy and Completeness of Financial Statements
The statement of financial assets and liabilities includes unsupported balances for use of Goods
and Services Kshs 2,666,088, other Grants and Transfers Kshs 41,669,902.74, Committee

expenses Kshs 5,997,713 and Compensation of Employees Kshs 545,998 20 all totaling Kshs
50,879.701.94,

As a result, the accuracy and completeness of the financial statements could not be confirmed
as at 30 June 2014.

Response by the Fund Account Manager

Supporting schedules for the underlisted were submitted to the auditor for verification
verification:

{1} Goods and Services= Ksh.2 666,088

(ii} Other Grants & Transfers = Ksh.41,669,902
{1ii)Committee expenses= Ksh.5,997,713
{iviCompensation of Employees= Ksh.545,998 20.

Commitiee Observations

The Committee observed that the supporting schedules were availed for audit review. The
guery was adeguately addressed and resolved,

Committee Recommendations
The Commitiee Recommends -
i.  The NG-CDF Board should conduct continuous capacity building on fingncial

reporting standards for Constituency Commitiees and the PMC fo improve the
quality of reporting and enhance compliance, and

15



70,

71.

72,

73

74.

T2,

76,

fi. The NG-CDF Board shouwld ensure Constituency Committees employ gqualified
Accountants for the Constituency Offices beginning FY 2023724 within the 6%
administrative allocation to the NGCDFC. This will strengthen the maintenance of
books of accounts and, preparation of financial statemenis,

OTHER MATTER
Going Concern

The High Court of Kenya in its ruling on petition 71 of 2013 held that the CDF Act 2013
establishing the CDF since enactment of the Constitution 2010 was unconstitutional rendering
the existence of the fund illegal.

Response by the Fund Account Manager

The CDF Act 2013 was rescinded and replaced by the enactment of the NG-CDF Act of 2015

which ensured continued existence of the Fund.

Committee observation

The Commitree observed thar the issue was overtaken by evenis as it was addressed through
the passing of the NG-CDF Act 2015 and its Regulations 2016 which aligned the fund functions
o National Government functions. The gquery was adeguately addressed and resolved

FINANCIAL YEAR 2014/2015

1.0 Presentation, Accuracy and Completeness of the Financial Statements

According to the IPSAS (Cash Basis) financial statements presentation format prescribed by
the National Treasury, the management is required to include the action taken on the previous
year auditor’s recommendations. In the year 2013/2014, Khwisero CDF had an except for
opinion. However, no report on the progress on follow up of the audit issues raised was
included in the financial statements for the year under review.

Further, the statement of management responsibilities has not been duly signed as required. In
addition, the deficit for the vear of Kshs 14,636,588 differs with Ksh.13,786,386 reflected in
the statement of assets. The resultant difference of Kshs 850,003 has not been explained.

In addition, the figure of receipis of Kshs 82,634,499 has not been reflecied in the statement
of receipts and payments.

In the circumstances, the presentation of the financial statements is not in conformity with
IPSAS (Cash Basis) as prescribed by the National Treasury and in accordance with the Public
Finance Management Act, 2012. Also, the accuracy and completeness of the financial
statements could not be ascertained.
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77.

78.

79.

80

Bl.

32,

83.

8.

83.

86,

87.

Response by the Fund Account Manager

During the preparation of financial statements, the final Auditor’s report had not yet been
received by constituency hence the statement had not been prepared.

Failure to sign the statement of Management responsibilities was an oversight. The statement
was later signed,

The actual deficit for the vear was Ksh. 14,636,588, being the difference between total receipts
and payments in the year.

The figure of Kshs 82,634,499 was reflected in the revised financial statement as a correction.
[t was an omission error.

The expenditure totaled to Kshs 97,271,088, The deficit of the vear was Kshs 14,636,588 as
reflected in the revised financial statements.
Page 6 of the financial statements was later signed by the CDF chairperson.

Committee Observation

The Commitiee observed that at the time of preparation of the financial siatements Khiwesero
CDF had not received the final audit certificare from the auditor general hence did not include
it in the financial statements. However, the Fund Account Manager later submitted the revised
Sinancial reports and report on prior year audit issues, These were verified to be correct by
the Office of the Auditor General and the matter therefore stands resolved,

Committee Recommendations
The Committee recommends that:-

i. The NG-CDF Board should conduct continuous capacity building on financial
reporting standards for Constituency Committees and the PMC to improve the quality
af reporting and enhance compliance.

ii. The NG-CDF Board should ensure Constituency Commitiees employ qualified
Accountants for the Constituency Offices beginning FY 2023/24 within the 6%
administrative allocation to the NGCDFC. This will strengthen the maintenance of
books of accounts and, preparation of financial statements.

2.0 Budget Control and Performance
The fund approved budget receipts were Kshs 150,020,688 including Kshs 40,725,688 brought
forward from 2013/2014 financial year. However, actual receipts amounted to only Kshs

82,634,499 implying an underfunding of Kshs 27,544 833,

Further, the fund underspent on transfers by Kshs 16,244,654 (79%). In addition, the fund
overspent on social security benefit by Kshs 53,660 (167%).

Consequently, the fund did not operate within the approved budget and negatively impacted
delivery of prompt services to the constituents.
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B8.

89.

90,

91,

92,

93.

Response by the Fund Account Manager

The last ATE No. A796217 worth Kshs 27,544,833.00 (for the year under review) was received
on 11" September 2013, This therefore implies that the funds were received and spent in the
current financial year that is FY 2015/2016.

Underfunding is because of the delayed disbursement from the exchequer,

Committee Observations

The Committee observed that ;-

i Underfunding was because of the delayved disbursement from the exchequer.

i, AIE No. A796217 worth Kshs 27,544,833.00 (for the year under review) was received
on [ 1™ September 2013, The funds were received and spent in the FY 2015/2016.

iti. A copy af the AIE and list of projects were availed to the Office of the Auditor General
Jar review and verification.

iv. The query was adequately addressed and resolved
Committee Recommendation

The Cammiitee recommends that the National Treasury should ensure timely release funds to
enable implementation of projects approved by the NG-CDF Board

3.0 Project Implementation and Management

The fund budgeted for the implementation of 92 projects with an allocation of Kshs
106,170,336. However, only 77 projects with an allocation of Kshs 88,927,337 were
completed. Further, 10 projects costing Kshs 4.3million were not started with another 4
projects with an allocation of Kshs 12,427,999 ongoing and 1 project with allocation of Kshs
315,000 had stalled. In view of the foregoing, the fund did not deliver the expected services to
the constituents and did not therefore achieve its development objectives.

Response by the Fund Account Manager

The Funds were received later, and the projects were implemented and completed.
The projects later implemented are:

1) Buhili Primary School- was allocated funds for land purchase but changed to classrooms
renovation (reallocation approval from the Board, deposit slip and PMC minutes were
availed to the auditor for review and verification).

ii) Khwisero District Hospital land- was later purchased (deposit slip, Agreement of

sale/purchase, PMC minutes and Copy of title deed were availed to the auditor for review
and verification).
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iii) Audit fee- was reallocated to Emwaniro for a new classroom (reallocation approval from
the Board, codelist, completion and handover certificates for the classrooms were availed
to the auditor for review and verification)

iv) Kisa North Chief’s office- was implemented and complete (deposit slip, Completion &
Handover certificates, and photo of the office were availed to the auditor for review and
verification)

v) Roads-Initially was for lease of murram site, However, was changed due to devolution
for construction of toilets at the Khwisero Police Station, Sh.500,000 and renovation of
classrooms at Ibinda Primary School, sh.500,000 (deposit slip to Police PMC account,
minutes, reallocation approval from the Board & PMC bank account statement on funds
flow were availed to the auditor for review and verification).

94, All were completed and are in use. Updated Project Implementation Status Feport including
the projects were availed to the auditor for review and verification

Commintiee Observations

95. The Office of the Auditor was instructed to carry a physical verification of the projects. it was

abserved that:
Project Project Details Verification
findings
1) Buhili Primary School Renovation of 4 classrooms Completed and in
use
2) Purchase of land for Purchase of Land for construction | Land seen and
construction of level 4 of level 4 Hospital tittle deed provided
Hospital to auditor for
review and
verification
3) Emwaniro for a new Construction of 2 new classroom | Completed and in
classroom use
4} North Kisa Location Construction of North Kisa Completed and in
Chief’s Office Location Chief's Office use
3) Khwisero Police Station | Construction of 4 door toilet Completed and in
use
6) Ibinda Primary School Renovation of classrooms Completed and in
UsE

4.0 Tax Compliance and Defective Workmanship

96. The fund contracted the construction of a modern dining hall at Eshinutsa Secondary school in
MNovember 2013 at a contract sum of Kshs 6,366,418 and in October 2012 for the construction
of a multipurpose dining hall at Emalindi Girls® Secondary school at a contract sum of Kshs
6,599,750, During the vear under review the CDF allocated and disbursed Kshs 3,570,000 and
Kshs 2,100,000 for the dining hall and dormitory respectively. However, tax was not withheld

18



and remitted to the KRA from the payments made. Further, details of how provisional sum of
Kshs 770,000 in the contract was utilized were not made available for audit review. In addition,
poor workmanship in the construction of the dining hall at Emalindi Girls” Secondary school
was evident from the cracked floors and weak pavements and the project was incomplete.

97. The fund consequently failed to comply with the tax law on withholding taxes and did not
ensure efficient completion of the projects.

Response by the Fund Account Manager

98. The constituency transfers money to the Project management committee who implement
projects. During the implementation it’s when the contractors are paid, and this is the point the
withholding taxes should be withheld. Therefore, the constituency could not withhold taxes at
the point of transferring funds to the PMC.

99, Constituencies were appointed as withholding agents by KRA in August 2018. From this
period the constituency has put in place controls and measures to ensure the PMCs withhold
the taxes and are remitted

100. The provisional sum of Kshs 770,000 under Eshinutsa Sec School for Dining hall was utilized
on plumbing works, electricity and serving tables. For Emalindi Girls’ Sec School dining hall,
there are pending works as per the Works officer, but the building is partially complete.

Commitiee Observations
101, The Commitiee observed ihai:-

(i) CDF allocated and disbursed Kshs 3,370,000 and Kshs 2,100,000 for the construction
of a dining hall and dormitory respectively.
(i) Tax was not withheld and remitted o the KRA from the payments made.
(iii} A provisional sum of Kshs 770,000 in the contract was utilized were not made
available for audit review.
fiv) Poor workmanship in the canstruction of the dining hall at Emalindi Girls' Secondary
school was evident from the cracked floors and weak pavements.
(v} The fund failed to comply with the tax law on withholding taxes and did not ensure
efficient completion of the projects
(vi) Due to time constraint the Office of the Auditor General was not able to visit the
prafecis fo ascertain its status and therefore the matter was still pending,

Committee Recommendations

{i)  Within three months of the adoption of this report the NGCDF Board in consultation
with the County Public Works Office should assesses the status and structural integrity
af the Emalindi Girls' Secondary school,

(i} The Committee recommends that in line with Seciion 46(1) of the National Government
Constituency Development Fund Act, 2015, which provides that “The Constituency
Development Fund Committee may make appropriate consultations with the
relevant Government departments to ensure that cost estimates for the projects are
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realistic.” the Fund Account Manager and PMCs should consult and invelve relevant
Government departments in initiation, cost estimation, and implementation of projects
to énsure that deserving/priority projects are selected, appropriate budget is provided,
and guality works are produced.

(iii)  The Accounting Officer ensures that all Fund Account Managers and PMCs comply
with tax laws requirements and ensure taxes are withheld/deducred and remited on
fime to avoid possible fines and penalties aceruing due to non-compliance.

fiv)  The Accounting Officer in liaison with the KRA pwr in place a periodic sensitization
programme for all the Fund Account Managers and PMC on tax laws ro enhance tax
compliance by NG-CDF funded prajects and service providers,

FINANCIAL YEAR 201572016
1.0 Follow up of previous year’s audit issues

102, The International Public Sector Accounting Standards (Cash Basis) financial statement
presentation format prescribed by the Kenya Public Accounting Standards Board requires the
management to include the action taken on the previous year's Auditor’s recommendations. In
the vear 2014/2013, Khwisero CDF had adverse audit opinion. However, the report on follow-
up of Audit issues raised in the audit report has been included in the financial statements for
the year under review as required, Therefore, the presentation of the financial statements does
not conform to Public Sector Accounting Standards Board Reporting template and Public
Finance Management Act, 2012.

Response by the Fund Account Manager

103. The final Auditor’'s report for 2014/2015 financial year had not yet been received by
constituency hence the statement had not been prepared. However, the report on progress on
follow up of audit 1ssues has been prepared and provided to the auditor for review.

Committee Qbservation

104, The Commitiee observed that the Fund Account Manager admitied that the final Auditor's
report for 2014/20135 financial year was not received by constituency ai the time of audit hence
the statement was not prepared. However, they were later prepared and availed to the auditor
for review.

Committee Recommendations

105, The Committee recommends that the Accounting Officer: -
(i} ensures that the Fund Account Managers. -
a) keeps financial and other records that are accurate, reliable, and complete;
b) adhere to accounting slandards prescribed by the Public Sector Accounting
Standards Board (PSASB) as provided by Section 81(3) of the PFM Aet, No. 18 of
2012 which provides that “The accounting officer shall prepare the financial
stafemenis in a form that complies with the relevant accounting standards
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106.

107,

108.

109.

110,

prescribed and  published by the Accounting Standards Board from
time to time".

¢t adhere to Regulation 100 aof the PFM Act (National Governmeni), 2015 which
provides that “Accounting Officers shall keep in all offices concerned with
receiving cash or making payments a cash book showing the receipts
and payments and shall maintain such other books and registers as may
be necessary for the proper maintenance and production of the accounts
af the Vate for which fre or she is responsible™; and

d) adhere to Regulation 1014) of the PFM Act (National Government), 2015 which
provides that “An Accounting Officer shall prepare the financial statements in a
Jorm that complies with the relevant accounting standards prescribed by the Public
Sector Accounting Standards Board, not later
than three months after the end of the financiagl year and submit them to
the Auditor General with a copy to the County Treasury, the Controller
of Budget and the National Treasury”.

(i) engages the Public Sector Accounting Standards Board (PSASB) to conduct continuous
capacity building on financial reporiing standards for all NG-CDF constituency staff,

2.0 Non-remittance of Taxes

Included under other grants and transfers of Kshs 42,146,459 was Kshs 18,542,121 paid by the
Khwisero Constituency Management in respect to road construction works during the vear
under review, However, the management only remitted Kshs 707,468 to KRA as 6% VAT and
3% withholding tax, leaving a balance of Kshs 882,148 not remitted as required. No
explanation was given for non-remittance of Kshs 882,148 to KRA.

Response by the Fund Account Manager

The constituency transfers money to the Project management committee who implement
projects. During the implementation it’s when the contractors are paid, and this is the point the
withholding taxes should be withheld. Therefore, the constituency could not withhold taxes at
the point of transferring funds to the PMC.

Constituencies were appointed as withholding agents by KRA in August 2018. From this
period the constituency had put in place controls and measures to ensure the PMCs withhold
the taxes and are remitted.

When CDF could fund road works, the Constituency Roads Officer (the technical person in
the field) could prepare BQs and even payment certificates. All payments were done based on
such certificate calculations,

Commitiee Observations

The Committee observed that:-
i The guery arose due to non-remittance of faxes to KRA.

i, The Constituency had put in place controls and measures (o ensure the PMCs withhold
the taxes and are remitted.
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Committee Recommendations
The Commirtee recommends that:-

i The Accounting Officer ensures that all Fund Account Managers and PMCs comply
with tax laws reguirements and ensure taxes are withheld/deducted and remitted on time
fo avoid possible fines and penalties accruing due to non-compliance,

ii.  The Accounting Officer in liaison with the KRA put in place a periodic sensitization
programme for all the Fund Account Managers and PMC on tax laws to enhance fax
compliance by NG-CDF funded projects and service providers.

iii.  The Commirtee recommends that the Accounting Officer ensures that the Fund Account
Managers maintains proper records of each project which includes, project returns,
tender documents, payment and complerion certificates, bill of quantities and project
designs, contracts, membership of the Project Management Committees, project
minutes and procurement documenis and a duplicate file to be maintained by the Project
Management Committee.

3.0 Non-utilization of Funds

Included in the transfer to other Government units of Kshs 27,757,312 is Kshs 2,100,000
allocated during the year under review towards purchase of land for Emung’abo Health Centre.
The money was transferred to the Health Centre’s PMC during the month of October 2016.
However, by the time of audit, the money was still in the Health Centre’s PMC bank account.
Further, it was noted that there was no evidence that the land had been identified and that due
procurement process followed.

Response by the Fund Account Manager

Land was later purchased, fenced, the health facility constructed plus toilet and even furnished.
(Land purchase Agreement, Valuation report, BQ for the building, PMC minutes on
implementation, official schedules and receipts utilized during implementation, photographs
and minutes of stakeholders on site after completion were submitied to the auditor for
verification).

Reaction from Members
Although the Committee observed thar the maiter was addressed satisfactorily. It rasked the

Office of the Auditor General to conduct physical verification of the profect before it
pronounces itself on the matter.



Committee Observation

115. Following physical verification carried owt by the Office of the Auditor General it was

ohserved that:

Project Project Details

Verification findings

Emugh’abo Health Centre i.  Construction to completion of
a Health Centre Building and
toilets to completion

ii.  Purchase of Land

1i.

Both  building
and toilet were
completed and
are in use.

Land Was
purchased

{documentation
was provided to
the auditor for

review and
verification).
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OTHER MATTERS
1.0 Budget Performance

The Fund budgeted for a receipt of Kshs 172,544,000 including Kshs 26,939,102.43 brought
forward from FY 2014/15. However, the actual expenditure was Kshs 91,608,214 resulting in
an under expenditure of Kshs 80,965,786, Consequently, the fund did not operate within the
approved budget, and this might impact negatively in respect of service delivery to the
constituents.

Response by the Fund Account Manager

Under-expenditure was due to delayed funds disbursement from the ex-chequer. During the
year under review, the budget was Ksh.116,780,065. However, the Constituency received
Ksh.58,780,065 as balance for the financial year under review, These funds were through AIE
No. AB25931 dated 27th Sept 2016. A breakdown of respective projects is attached for your
confirmation. The Board needs to improve on funds disbursement so that the budgetary
allocation is received within the financial year and spent.

Committee Observations

118. The Commitice abserved that:—

(i) This was occasioned by the late disbursement of funds to the constituencies by the
exchequer, The projects were later funded in the subsegquent year.

(ii} The AIE No. 825931 dated 27th Sept 2016 for Kshs 38 780,065 was availed for audit
review, The matter stands resolved

24




Commitfee Recommendation

119, The Committee recommended that the Cabinet Secretary for the National Treasury should
ensure timely dishursement of funds ro the National Government Constituencies Development
Fund Board for immediate release to the constituencies.

2.0 Project Analysis

120. Khwisero CDF had an approved plan to implement a total of 240 projects valued at Kshs
601,997,135, However, 173 projects valued at Kshs 233,271,507 were complete, 59 projects
valued at Kshs 66,226,943 were ongoing, 4 projects valued at Kshs 2,615,000 had stalled.

Response by the Fund Account Manager

121. The Funds were received later. The projects were implemented and completed. The projects
implemented are:

i} Buhili Primary School (sh.650,000)- was allocated funds for land purchase, but changed to
classrooms renovation (Reallocation approval from the Board, deposit slip and PMC
minutes were submitted to the auditor for review)

i1) Khwisero District Hospital Land (sh.1,000,000) - was later purchased (deposit slip,
Agreement of sale/purchase, PMC minutes and copy of title deed were submitted to the
auditor for review),

i) Audit fee (sh.500,000)- was reallocated to Emwaniro for a new classroom (Reallocation
approval from the Board, code list, Completion and handover certificates for the
classrooms were submitted to the auditor for review).

iv) Kisa North Chief's office (sh.315,000)- was completed (deposit slip, Completion &
Handover certificates and photo of the office were submitted to the auditor for review).

v) Roads (sh.1,000,000)-Initially was for lease of murram site. However, was changed due to
devolution for construction of toilets at the Khwisero Police Station. Sh.500,000 and
renovation of classrooms at Ibinda Primary School, sh.500,000 (deposit slip to Police PMC
account, minutes, Reallocation approval from the Board & PMC bank account statement
on funds flow were submitted to the auditor for review).

All were completed and are in use. Also attached is the updated Project Implementation Status
Report including the projects.
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Commitiee QObservations

122, The Office of the Auditor was instructed to carry a physical verification of the projects. it was
observed that:

Project Project Details Verification
findings
1. Buhili Primary School Renovation of 4 classrooms Completed and in
use
2. Purchase of land for Purchase of Land for construction | Land seen and
construction of level 4 of level 4 Hospital tittle deed provided
Hospital to auditor for
review and
verification
3. Emwaniro for a new Construction of a new classroom | Completed and in
classroom use
4. North Kisa Location Construction of North Kisa Completed and in
Chief"s Office Location Chief’s Office use
5. Khwisero Police Station | Construction of 4 door toilet Completed and in
use
6. Ibinda Primary School Renovation of classrooms Completed and in
nse
MIN. NA/AA&SC-DFAC/2023/53 ADJOURNMENT

There being no other business, the meeting was adjourned at 3,15 p.m. The next meeting will be
held on Sunday 5™ March at 10,00 am.

= WnATEf‘r("{lf/"l”??

HON. GIDEON MUTEMI MULYUNGI, M.P

SIGNED...

(CHAIRPERSON)

DECENTRALIZED FUNDS ACCOUNTS COMMITTEE
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MINUTES OF THE 10™ SITTING OF THE DECENTRALIZED FUND ACCOUNT
COMMITTEE HELD ON FRIDAY, 4™ MARCH 2023, IN HOLIDAY INN, SAMBURU
CONFERENCE, KIAMBU COUNTY AT 10.00 AM

PRESENT

Hon, Gideon Mutemi Mulyungi, M.P. Chairperson

Hon. Gertrude Mwanyanje Mbeyu, M.P Vice — Chairperson
Hon, Joseph Kahangara Mburu, M.P

Hon, Mejjadonk Benjamin Gathiru, M.P.

Hon. Innocent Momanyi Obiri, M.P

Hen. Caroline Jeptoo Ng'elechei, M.P

ol s e

APOLOGIES

Hon. Joyce Osogo, Bensuda, Atieno, M_P
Hon. Adhe Guyo Wario, M.P

Hon. Jackson Lentoijoni, Lekumontare, M.P
Hon. David Mboni Mwalika, M.P

Hon. Reuben Kipngor, Kiborek, M.P

Hon. Dorothy Muthoni, Tkiara, M.P

Hon. Abdi Barre Hussein, M.P

Hon. Martin Wanyonyi Pepela M.P

Hon. Stephen Mogaka, M.P

R

IN-ATTENDANCE

SECRETARIAT

1. Mr. Ahmad Gulive Clerk Assistant 11

2. Ms. Sylvia Ocharo Clerk Assistant I1]

3. Mr, John Mutinda Clerk Assistant 111

4. Ms. Comfort Achieng Clerk Assistant [1]

5. Ms. Elizabeth Kibati Research Officer 111

6. Mr. Clinton Sindiga Legal Counsel [1

7. Mr. Calvin Njoroge Media Relations Officer

NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND

I. Mr. James Chebii Manager Financial Services

2. Ms. Beatrice Otieno Financial Coordinator

3. Ms. Elizabeth Kilindu Chief Manager, programmers

4, Mr. Peter Maraya Fund Account Manager Likuyani

OFFICE OF THE AUDITOR GENERAL

1. Dr. Jackson Ndungu Director of Audit
2. Mr. Patrick K. Muriuki Principal Auditor
3. Mr. Maurice O. Oyoo Principal Auditor
4. Ms. Pamela Ochieng Principal Auditor



NATIONAL TREASURY
Mr, Simon K Kiriba Deputy Accountant General

MIN.NO. NA/DAAOSC/ DFAC/2023/047 PRELIMINARIES
The Chairperson called the meeting to order at 10.20am, followed by a word of prayer and

introductions.

AGENDA

1. Prayers

2. Introduction

3. Adoption of Agenda

4. Substantive
Examination of the Auditor General Reports on National Government
Constituencies Development Fund for the Financial year 20132014 to
20115/2016 for Likuvani Constituency.

5. Any Other Business

6. Adjournment.

MIN.NO.NADAAOSC/DFAC/2023/048 ~ EXAMINATION OF THE AUDIT REPORTS OF
THE NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND
FOR LIKUYANI CONSTITUENCY FY 2013/2014
TO 2015/2016

LIKUYANI CONSTITUENCY

Mr. Peter Maraya, the Fund Manager appeared before the Committee on 3" March, 2023 to
respond to the audit matters raised in the report of the Auditor General for Likuyani Constituency
for the financial years 2013/14, 2014/15 and 2015/16.

FINANCIAL YEAR 20132014

1.0 Cash and Cash Equivalents

The cash book maintained by the Fund reflected a cash on hand balance of Kshs, 301,460.00 and
at bank balance of Kshs 45,537,228.05 as at 30 June 2014 which were different from the balances
of nil for cash in hand and Kshs 36,505,623.03 for cash at bank respectively. In the statements of
assets and liabilities as at 30™ June 2014. Further note 23A indicated a bank balance ol Kshs
44,354.00 resulting in an unreconciled balance of Kshs 9,333,063,

Consequently, the accuracy of cash and cash equivalent balances of kshs 36,505,623.00 could not
be ascertained as at 30" June 2014,



Response by the Fund Account Manager

As at 30 June 2014, the cash book had an error i.e. payments posted in the cash book but not casted
of Kshs 9,329.707.00 which was corrected in the cash book in August 2014, In their financial
statements, they made that adjustment on the cash book balance to reduce from Kshs 45,537,228.75
to the adjusted correct balance of Kshs 36,503,623.01 which was inclusive of cash at bank (Kshs
36,204,163.05) and cash at hand (Kshs 301,460.00). The Financial statements were amended
accordingly.

Note 23A indicated bank balance of Kshs 44,354 441.05 as opposed to the cash book balance
indicated in the Financial Statements.

Mote 23A was just to restate the balance on the bank statement, which is expected to be higher due
to Cheques paid but not represented for clearance at the bank.

Commirtee Observation
The Commiitee abserved that the financial statements were later amended.

Committee Recommendations
The Committee recommends that the Accounting Officer: -

(i} ensures that the Fund Account Managers: -

. keeps financial and other records that are accurate, reliable, and complete;

b. adhere to accounting standards preseribed by the Public Sector Accounting Standards Board
(PSASB) as provided by Section 81(3) of the PFM Act, No. 18 of 2012 which provides that
“The accounting officer shall prepare the financial statements in a form that complies with
ihe refevant aoeonniing standards
prescribed  and  published by  the Accounting Standards Beard from
time to time";

c. adhere to Regulation 100 of the PFM Act (National Government), 2015 which provides that
“Accounting Officers shall keep in all offices concerned with receiving cash or making
PR it cirsh hovonk showing the receiprs
and paymenis and shall maintain  such ofther books and registers as  may
be necessary for the proper mainterance and production of the accounts
af the Vote for which he or she is responsible®™; and

d. adhere to Regulation 101{4) of the PFM Act {National Government), 2015 which provides
that “An Accounting Officer shall prepare the financial statements in a form that complies
with the relevant accounting standards prescribed by the Public Sector Accounting
Sramarids Board, maof later
than three months after the end of the financial year and submit them to
the Awditor Genmeral with a copy e the County Treasury, the Confrolfer
of Budger and the National Treasury.”

fiijjengages the Public Sector Accounting Standards Board (PSASB) to conduct continuous
capacity building on financial reporting stavidards for all NG-CDF constituency staffl

2.0 Procurement of Land Kshs. 6,500,000

The Fund incurred Kshs 6,500,000 on acquisition of land for educational institutions, However,
the parcels were acquired through single sourcing and without a valuation report. Further, the title
deed was not obtained since the sellers of the land did not have power of attorney to transfer the
land. Further Kshs 800,000.00 was disbursed for the purchase of one acre of land for Godown
Primary School but only 0.7 was bought.



10,

Under the circumstances, the owner and value of the parcels bought amounting to Kshs
6,500,000.00 cannot be ascertained as at 30" June 2014,

Response by the Fund Account Manager

The parcels of land procured for education institutions were meant to expand the institutions’
compounds, hence only landowners who neighbor the schools could be approached to sell their
land and the valuations were done and title deeds processed.

(1314B-Copies of valuation and Title Deeds attached)

The valuation was done and by the time the funds were available to transact, time had elapsed, and
the vendors had increased the prices of land to reflect market prices in the area hence the Kshs.
800.000.00 allocated could not purchase one full acre as earlier planned.

Commmittee (hservation

The Committee observed that valuations for Kongoni TTI Godown Primary and Mukunga Primary
school all totaling Kshs, 6,300,000 and title deeds in the names of the schools were availed and
verified by the Office of the Auditor General. The query was adeguately addressed and resolved.

3.0 Unsupported Expenditure

The Fund through voucher number 96 of 20% June 2014 paid National Bank of Kenya an amount
ol Kshs 500,000.00 to clear a loan the bank had earlier advanced to Eshikulu Secondary School in
the year 2009 for the purpose of purchasing a school bus an lsuzu FRR 33L registration number
KBJ 025U, However, the bank statements availed indicated outstanding balance as of May 2014
of Kshs 616, 638.55 but no documents were availed to confirm clearance of the loan and the
transfer of the logbook into the school's name.

In view of the foregoing, it has not been passible to confirm the propriety of the expenditure of
S00,000,00 as at 30 June 2014,

Response by the Fund Account Manager

Bank loan was cleared partly the Kshs 500,000 funding from CDF and the balance of Kshs
116,638.55 from School savings.

Committee Observaiion

The Committee observed that the fund account manager provided a copy of the bank clearance of
the loan, a letter for the release of the loghook for vehicle No, KBJ 0250 and copy of the loghaok
The query was adequately addressed and resolved.

4.0 Construction of Kongoni Secondary — Multipurpose Hall

The CDF Vide payment voucher number 85 of 25 June 2014 released an amount of Kshs | 000,000
to kongoni secondary school for the purpose of construction of multi-purpose hall, However, no
board minutes approving the project and bills of quantities were availed for audit review, The
project scope and estimated cost was not known, a phenomenon that could lead to wastage of
public funds and even the stalling of the project. Further, supervision by the technical ministry of
public works was not documented and therefore quality workmanship could not be utilized. The
project file did also not have returns on how the amount released was utilized were not presented
for audit review.
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27.

Even though the schedule of material availed in support of payment voucher indicated that the
Kshs 1,000,000 was to cover both the foundation and walling, a visit to the school in November
2014 indicate that no walling had been done.

Response by the Fund Account Manager

The project returns were with the project management committee at the time of audit. The project
scope of the work was defined by the Schedule of materials and Bill of quantities showing the
specific activities and the engineers estimate. The project was supervised by the public works and
the completion certificate issued.

At the time of audit, the project was still ongoing, and it was undertaken to completion as per
attached completion certificate.

Commiriee Ohservaiion

The Committee observed that schedules of material, bill of quantities and completion certificare
were provided and verified by the Office of the Auditor General. The guery was adequately
addressed and resolved.

Commitiee Recommendation

The Commitiee recommends that the Accounting Officer ensures that the Fund Accoumt Managers
maimtaing proper records of each profect which includes, profect refurns, tender documents,
pavment and completion certificates, bill of quantities and project designs, contracis, membership
af the Profect Management Commitiees, profect minwles and procurement documenis and a
duplicate file to be maintained by the Profect Management Committee.

5.0 Under-Absorption of Funds

During the year, the Fund received a total allocation of Kshs 77,911,938.00 out of which Kshs
36,505,623.05 remained unspent as at the close of the financial vear.

Thus, the beneficiaries were denied the planned and approved service delivery. The under
absorption was not been explained by management.

Response by the Fund Account Manager
The under absorption was occasioned by delays by exchequer disbursements. The last
disbursement was received on 29" May 2014,

Cornenittee observations
The Committee observed that -

i. The under absorption of the funds was occasioned by the late disbursement af funds by the
National Treasury and NG- CDF Board,

ii. The funds were received towards the end of the financial year and therefore the projecis
couldn't utilize all the fundys within a few days.,
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Conunittee Recommendation

The Committee recommends that the National Treasury should ensure timely and adeguare
disbursement of funds to the National Government Constituencies Development Fund Board for
immediate release to the Constituencies.

6.0 Failure to maintain a General Ledger

The Constituency Development Fund did not keep a general ledger from which the financial
statement was 10 be prepared from and therefore even periodic balancing of books through trial
balance was not being done. The financial statements were therefore prepared from the original
books of accounts including the cashbooks and the Vote book.

Consequently, the fund balances amounting to Kshs 36,505,623.05 could not be confirmed as at
30 June 2014.

Response by the Fund Account Manager

The financial statements were prepared from the original books of accounts including the
cashbooks and the vote book and the expenditure returns maintained, which applies as a general
ledgear.

Committee Observations
The Committee observed thai .-
i. The financial statements and expenditure returns were availed for audit review.

ii. The ledgers were corrected to reflect the correct position and verified by the Office of the
Auditor General.

Commiitee Recommendations
The Commirtee recommends that the Accounting Officer enswres that the Fund Accownt Managers:

(i} keeps financial and other records that are accurate, reliable, and complete.

(i} adhere to accounting standards prescribed by the Public Sector Accounting Standards
Board (PSASB) as provided by Section 81(3) of the PFM Act, No. 18 of 2012 which
provides that “The accounting officer shall prepare the financial statements in a form
that complies with the relevant dccounting standards
prescribed  and  published by the Accounting Standards Board from
time to time",
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FINANCIAL YEAR 2014/2015

1.0 Diselosure, Completeness and Presentation of the Financial Statements

The financial statements presentation format prescribed by the National Treasury IPSAS (Cash
Basis) requires the management to include the action taken on the previous year suditors’
recommendations in the year 2013/2014, Likuyani CDF had an excerpt for opinion. However, no
report on the follow up of the audit issues raised was included in the financial statements for the
year under review, Further, the financial statements did not include a statement of appropriation as
required.

In the circumstances the completeness and presentation of the financial statements for the year
ended 30 June 2015 were not in conformity with [PSAS (Cash Basis) as prescribed by the National
Treasury and in accordance with the Public Finance Management Act 2012.

Response by the Fund Account Manager

During the preparation of the financial reports, the constituency had not received the final
certificate hence did not prepare prior audit issues report, The report was prepared and availed to
the auditor.

Conumittee Observations

The Committee observed that the Fund Account Managers experienced challenges in adapting to
the International Public Sector Accounting Standards (IPSAS) reporting framework in the
preparation of financial statements. The financial reports were later availed for audit review. The
query was adegquately addressed and resolved,

Comeittee Recommendations
The Committee recommendy fhoi -

The Committee recommends that the Accounting Officer: -

{1 ensures that the Fund Account Managers. -

a. keeps financial and other records that are accurate, refliable, and complete;

b. adhere to accounting siandards prescribed by the Public Sector Accounting Standards
Board (PSASB) as provided by Section 81(3) of the PFM Act, No. 18 of 2012 which
provides that “The accounting officer shall prepare the financial statements in a form
that complies with the relevant aceounting standards
prescribed  and  published by the Accounting Standards Board  from
time to time".

c. adhere to Regulation 100 of the PFM Act (National Government), 2015 which provides
that “Accounting Officers shall keep in all offices concerned with receiving cash or
mraking payments i cosh hook showing fhe receipts
and payments and shall maintain such other books and registers as may
be  necessary for the proper maintenance and production of the occounts
af the Vote for which he or she is responsible®™; and



d. adhere to Regulation 101(4) of the PFM Act (National Government), 2015 which
provides that “An Accounting Officer shall prepare the financial statements in a form
that complies with the relevant accounting standards prescribed by the Public Sector
Accounting Standards Board, nof later
than three months after the end of the financigl year and submit them fo
the Auwuditor General with a copy fo the County Treasury, the Controller
of Budget and the National Treasury ™

i) The NG-CDF Board should conduct continuous capacity building on financial reporfing
standards for Constituency Committees and the PMC to improve the quality of reporiing
and enkance compliance: and

i} The NG-CDF Board should ensure Constituency Committees enmplay gualified Accountants
Jor the Constituency Offices beginning FY 2023/24 within the 6% administrative affocation
ta the NGCDFC. This will sirengthen the maintenance of books of accounts and,
preparation of financial stalements.

2.0 Budgetary Performance

The Fund had budgeted to receive and spent as transfers from the National management Board a
total of Kshs 148,590,684 including a brought forward balance of Kshs 36,505,623 in respect of
2013/2014. Even though the full amount was received, the Fund only managed to spend Kshs
121,868,748 resulting in an under spent difference of Kshs 26,761,933 as detailed below.

Receipts / Expense Final Budget Actual on Budget e of
item Comparable utilisation Utilisation
Basis Difference

Transfers from CDF 148,590,684 148,590,684 - -

Board

Other Receipts 40,000 (40,0007}

Total 148,590,684 148,630,684 (40,0003

Payvments

Compensation of 2,168,181 1,366,482 B, 609 63

Employees

Use of Goods and 2,911,517 2,563,077 348 440 B8

Services

Committee expenses 9,400,795 8,066,765 1,334,030 86

Transfer to other 62,254,560 34,734,247 7,520,319 B3

| government units

Other grants and 63,846,300 50,012,897 13,833,403 TR

transfers

Social security benefits TT.324 34 236 43,088 4

Acquisition of assets 5,650,000 5,001,044 3589357 o0 |

Other payments 2,282,000 - 2,282,000 0|
Totals 148,590,684 121,868,748 26,721,935 |




Budgetary Performance

4.
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Consequently, the fund failed to meet its budgetary targets and service delivery goals.
Response by the Fund Account Manager

The NG-CDF board released the last disbursement to the committee of Kshs 59,315,444.00
through AIE No. A 82575 late. i.e., on 21* June 2016 and therefore before we could go through
the required processes of disbursing the funds to the PMC’s (NG-CDFC Minutes approval and
Payment Voucher processing in the Sub County Treasury) it was late. Thus, we could not meet the
deadline of disbursing all the funds to the PMCs as at 30™ June, 2016.

The funds were disbursed to the PMC’s and spent accordingly.

Cammittes Observations
The Commitice observed thar—

i. The NG-CDF board released the last disbursement 1o the committee of Kshs 59.313,444.00
rhrough ATE No. A 82573 late. Le., on 21" June 2016, which was towards the end of the
financial year,

fi. The funds were later distwrsed to the PMC's and spent accordingly.
iii. The AIE was avatled for audit review.

Commitfee Recommendation

The Committee recommends that the Cabinet Secretary for the National Treasury should ensure
timely disbursement of funds to the National Government Constituencies Development Fund Board

Jfor immediate release to the constituencies,

3.0 Construction of Soysambu / Karimi Bridge

During the year under review the Fund carried out construction of Soysambu / Karimi bridge at a
contract sum of Kshs 5,043,600.00 through request for quotation method of procurement instead
of open tender. Further, the project design and certificate of work done were not made available
for audit verification although a payment of Kshs 3,500.000.00 had been made.

In the circumstance, the propriety and value for money in the expenditure of Kshs 3,500,000.00
could not be confirmed as at June 2015,

Response by the Fund Account Manager

They prequalified list of ten contractors were invited to bid for works. Three showed interests by
submitting filled Bill of quantities. Successful contractor was awarded. The works were supervised
by Constituency Roads Officer to completion.

Committee Ohyervarion

The Commiftee observed the payment of Kshs. 3,500,000 to the PMC account. Subsequeni
payments of Kshs. 2,960,623 end Kshs, 330,000 were supported by payvment certificates were
availed and verified by the Office of the Auditor General. The query was adequaiely addressed and
resolved.
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Cenmmittee Recommendations

The Commiitee recommends that -

I. The Committee recommends that the Accownting Officer ensures that the Fund Account
Managers mainiains proper rvecords of each project which includes, project returns, tender
documenis, payment and completion certificates, bill of guantivies and project designs,
contracts, membership of the Project Management Commitiees, project minutes and
procurement documents and a duplicare file 10 be mainiained by the Project Management

Cammitiee,

ii. The Committee recommends that the Fund Account Manager should ensure that procuremeni
af goods, works and services should be competitive in accordance to the Public Procuremeni
and Asset Disposal Act of 2015 and the Regulations, 2020 which provides that " Procurement
of goods, works and services under these Regularions shall be competitive in accordance

with the provisions of section 157(3)(b) af the Act™.

4.0 Project Implementation

During the year under review, the Fund was to implement 275 projects with a total allocation of
Kshs 173,030,796, However, only 58 projects were reported as complete, 176 projects with a total
allocation of Kshs 119,427 871 remained ongoing and incomplete and 41 projects with an

OTHER MATTERS

allocation amounting to Kshs 28,467,701 had not yet started.

Failure to implement projects in time denies the public the planned and budgeted services but also
amounts 1o a contravention of the constitution which requires provision of effective and efficient

services to the public.

| Sector / Status | Not Started Ongoing Complete

' No. Value Ksh | No. Value Ksh | No. Value Ksh
Administration | 2 3,500,000 ) 15 23275478

Agriculture
Education 13 8,726,000 | 94 67.427.142 | 40 22,837,930
Environment 14 3,241,701 | 14 3,007,294 | 1 300,000
Healih 3 147500011 7,257,759
Market
Road (1] 6,450,000 | 37 15,048,496
Security 2 1,075,000 |4 1,170,000 | 2 600,000
Sports ] 4,000,000 | 1 2,241,701 | 15 1,397,294
Total 41 28,467,701 | 176 119,427,871 | 58 25,135,224

Praject Implementation

Response by the Fund Account Manager
The disbursement of the funds from the NG-CDF board delayed i.e., received the AIE No. AB2575

on 21¥ June 2016, This delay affected project implementation at the PMC level,

Note that PMCs after receiving funds from the committee they are supposed to carry out
procurement of suppliers before actual construction begins and unless the procured supplier or
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the number of nn];ﬂir?g préjecté has dra.stically been reduced because the committee has been
allocating adequate funds to projects up to completion.

Commiltee Observations

53. The Commitiee observed that:-
(1) The underutilization of the funds was due to late disbursement of funds by the
exchegquer,
(1) The AIE indicating late disbursement was availed for audit review.
{iii} The explanation by the Fund Account Manager was satisfaciory.
Commitiee Recommendation
54. The Commitiee recommends that the Cabinet Secretary for the National Treasury should ensure
timely dishursement of fimds to the National Government Constituencies Development Fund Board
for immediare pelease o the constituereles
FINANCIAL YEAR 2015/2016
1.0 Use of Goods and Services
33. Included in the use of goods and services figure of Kshs 6,440,067 is expenditure of Kshs 305,440
on supply of office stationery and fuel. However, no documentary evidence was availed for audit
verification to ascertain whether the supplied goods were entered in the stock control records.
56. In the circumstances, it was not possible to ascertain propriety of the expenditure totalling Kshs
305,440 incurred on use of goods and services.
Response the Fund Account Manager
37. We have noted the anomaly and immediately put in place the stores ledger books for both stationery
and fuel. Currently, stationery and fuel are registered in the stock control records.
Committee Observation
38. The Committee observed that the copies af fuel register, stock control records and office
stationaries were availed and verified by the office of the Auditor General. The gquery was
adequately addressed and resolved
2.0 Other Matters
2.1 Budget Performance
59. During the year under review, the CDF was allocated Kshs 145,304,179 and spent Kshs
124,822,752 resulting to an under expenditure of Kshs 20,981,427 as analysed in the table below,
Receipts /| Original Adjustment | Final Actual  on | Budget % of
Expense Budget ] Budget Comparable | Utilisation | Utilisation
Basis Difference
A B C=a+b D E=c-d F=d/c%
Receipts




from CDF
Board

Proceeds
from sale of
Assels

Other
Receipts

0

226,800

226,800

226,800

0

100%%

Taotal

118,815,444

26,988,735

145,804,179

145,304,179

500,000

29.7%

Payments

Compensatio
i of
employees

1,803,984

1,803,984

1,659,577

144,407

92 0%

Use of goods
and services

8,726,405

307,548

9,033,953

6,440,067

2,593 886

71.3%

Transfers to
oiher
government
units

65,158,757

10,601,247

73,760,005

73,675,003

85,000

99.9%

Other Grants
and Transfers

40,263,297

14,300,883

54,504,180

37,114,606

17,449,574

68.0%

Acquisition
of Asscts

2,863,000

L1257

4,375,257

3,933,497

441,760

89.9%

Other
payments

0

266,800

266,800

]

266,800

(1.0

Total

118,815,444

26,988,735

145,804,179

124,822,752

20,981,427

83.6%

Budget Performance

60. The Fund did not implement the aspirations of the approved budget limits, and this may have
affected service delivery to the constiluents.

Response by the Fund Account Manager

61.

62,

63.

During the vear under review, Likuyani NG-CDF was allocated Kshs 145,304,179 and spent Kshs
124,822,752 resulting into under expenditure of Kshs 20,981,427, The Funds and AIE were
received late i.e., about 3 weeks to the end of the year and therefore the funds could not be spent
by 30% June 2016 considering the processes required.

Cavmmmiittee OQbservations

The Commilice ahserved that:-
i. The underutilization of the fundy was due to late dishursement of funds by the exchequer.
ii. The AIE demonstrating late disbursement was availed for audit review.
fit. The explanation by the Fund Account Manager was satisfactory.

Committee Recommendation
The Committee recommencs that the Cabinet Secretary for the National Treasury should ensure

timely disbursement of fimds to the National Government Constituencies Development Fund Board
Jor inmediate release fo the constituencies.



2.0 Project Implementation

64, The Fund implemented a total of 483 projects/programmes in different sectors as at 30 June 2016,
However, it was noted that 133 which represents 26.5% of the projects valued at Kshs 65,032,778
were ongoing and 352 projects which represents 73.4% costing Kshs 214,865,882 had been
completed. The implementation status is as detailed below.

Scector / Status Ongoing Completed

M. Value (Ksh) No. Value (Ksh)
Administration 10 9,626,087 | 12 13,33.961
Agriculture 25 2,535227 | 13 2. 738.376
Education 76 42,715,156 | 224 164,407,317
Emergency 0 0]20 3,564,466
Environment I 200,000 | 0 ]
Health 7 3,000,000 | 14 7,335,093
Market | 200,000 | 0 0
Road 7 4,750,000 | 43 17,772,668
Security 5 630,000 | 9 3,175,000
Sports 1 1,376,309 | 17 2,539,002
Total 113 65,032,779 | 352 214,865,883

Project Implementation Status
Response by the Fund Account Manager

65. The Fund implemented a total of 485 projects/ programmes in different sectors as at 30% June
2016. However, 133 projects which represent 26.5% of the projects with a total cost of Kshs
65,032,778.00 were on going.

66. The committee has been allocating inadequate funds for some projects with the hope of completing
the projects in two years, This has been the key cause of ongeing projects being dominant as they
wait for further funding in the next financial year for completion. With immediate effect we shall
now discourage partial allocation of funds to projects,

Committee pbservations
&7, The Commitice observed thar:-

. Following inspection visit of the projects and verification of completion certificates and
photos of the completed prajects by the Qffice of the Auditor General the Commitiee was
satisfied that with the management response and noted that the issue of disbursement of funds
is beyond the comtrol of NG-CDF. The query was adequately addressed and resolved

ii. Inadequate allocation of funds for prajects with the hope of completing the projects in
subsequent financial years is the kev cause of pending ongoing projects. NG-CDF Board
should with immediate effect discowrage partial allocation of funds to projects.

iii. The following were the sampled projecis undertaken during the years. Management
complied with the directive to give unfettered access to projects and provided documents.

Project Verification findings
13 Kongoni Secondary School, Completed.
Construction of a dining hall.




3} Kongoni TVC administration Completed,
Block
4} Likuyani NCDF Office Block Completed.
5} Mbururu Primary Toilets Completed.
) Nabule River Crossing Completed.
7} Nasianda Secondary schools Completed.
Administration Block, ¢lassroom
and toilets
8) Syosambu Bridge Completed.
9) Syosambu secondary school Completed.
Laboratory
10) St Johns Mutoni secondary Storey | Completed.
Building

MIN.NO.NA/DAAOSC/DFAC/2023/049 ADJOURNMENT/DATE OF NEXT SITTING
There being no other business to deliberate on, the meeting was adjourned for lunch at [:00pm. The

next meeting will be held on Saturday March 2023 at 2.00p.m. at the same venue.

. - |
..'..“fffgm*ri ﬂ“ﬁjéhub ...............

HON. GIDEON MUTEMI MULYUNGL, M.P.
(CHAIRPERSON)
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MINUTES OF THE 9™ SITTING OF THE DECENTRALISED FUND ACCOUNT
COMMITTEE HELD ON FRIDAY, 4™ MARCH 2023, IN HOLIDAY INN, KIAMBU
COUNTY AT 2.50 PM

PRESENT

Hon. Gideon Mutemi Mulyungi, M.P. Chairperson

Hon. Gertrude Mwanyanje Mbeyu, M.P Vice—Chairperson
Hon. Joseph Kahangara Mburu, M.P

Hon, Mejjadonk Benjamin Gathiru, M.P.

Hon. Innocent Momanyi Obiri, M.P

Hon. Caroline Jeptoo Ng'elechei, M.P

bt o oo

APOLOGIES

Hon. Jovee Osogo, Bensuda, Atieno, M.P
Hon. Adhe Guyo Wario, M.P

Hon. Jackson Lentoijoni, Lekumontare, M.P
Hon. David Mboni Mwalika, M.P

Hon. Reuben Kipngor, Kiborek, M.P

Hon. Dorothy Muthoni, lkiara, M.P

Hon. Abdi Barre Hussein, M.P

Hen. Martin Wanyonyi Pepela M.P

Hon. Stephen Mogaka, M.P

D 00 S0 O Lh P L R e

IN-ATTENDANCE

SECRETARIAT
1. Mr. Ahmad Guliye Clerk Assistant 11
2. Ms. Sylvia Ocharo Clerk Assistant 111
3. Mr, John Mutinda Clerk Assistant 111
4. Ms. Elizabeth Kibati Research Officer 111
3. Mr. Clinton Sindiga Legal Counsel II
6. Mr. Calvin Njoroge Media Relations Officer

OFFICE OF THE AUDITOR GENERAL

1. Mr, Fred M. Abuga Ag. Director OAG Western Region
2. Ms. Pamela Ochieng Principal Auditor Western Region
3. Mr. Maurice Ovoo Principal Auditor Western Region
4. Mr. Patrick Irungu Kimani Principal Auditor
NATIONAL TREASURY
Dr. Jackson Ndungo Deputy Accountant General

NATIONAL GOVERNMENT CONSTITUENCIES DEVELOPMENT FUND BOARD

. Mr. Yusuf Mbuno Chief Executive Officer
2. Ms. Elizabeth Kitundu Chief Manager Programmes
3. Ms. Beatrice Otieno Manager Field Financial Coordinator

4. Mr. James Chebii Manager Financial Services



3. Ms. MErez Anyango Fund Accounts Manager Lugari Lonstituency
6. Mr. Julius Oketch Fund Accounts Manager Butere Constituency
7. Mr. Collins Obuya Fund Accounts Manager Malava Constituency
8. Mr. Alex Lwamba Fund Accounts Manager Kanduyi Constituency
9. Mr. Peter Muraya Fund Accounts Manager Likuyani Constituency

MIN.NO. NADAAOSC/ DFAC/2023/043 PRELIMINARIES
The Chairperson called the meeting to order at 2.54 pm followed by a word of prayer and introductions

AGENDA
1. Pravers
2, Introduction
3. Adoption of Agenda
4, Examination of the Auditor General Reports on National
Government Constituencies Development Fund for the Financial year
2013/2014 to 20115/2016 for Lugari and Butere Constituency.
Any Other Businass
Adjournment.

&

MIN.NONAMDAAOSC/DFAC/2023/044 EXAMINATION OF THE AUDIT REPORTS
OF THE NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND
FOR LUGARI CONSTITUENCY FY
2013/2014 TO 20152016

Ms. Perez Anyango, the Fund Manager took oath of witness cath and tabled the Lugari NG-CDF
management responses and supporting documents on the audited accounts for Financial Years
2013/2014 w 2015/2016.

FINANCIAL YEAR 2013/2014

1.0 Aceuracy and Completeness of the Financial Statements

The Fund did not comply with the Standards and template contained in the Gazette pronouncement
issued by IPSAS Board on the presentation of the financial statements as the cash flows was not
prepared. Further, the general ledgers from which the financial statements were to be prepared
were not maintained by the Fund.

Response by the Fund Account Manager

During the Financial Year under review the Cashflow Statement was not mandatory. However, the
cashflow Statement was prepared and provided to the Auditor for review, Also, a comprehensive
annual expenditure return, which serves as the general ledger and from which the financial
statements were prepared and provided to the auditor for review,

Committee Observation

The Commitiee observed that, during the period under review the cashflow Statement was not
mandatory. Nevertheless, the cashflow statement and comprehensive annual expenditure refurn,
which serves as the general ledger were submitted o the auditor for review,



CORIINeS Keoomme nadaiions

4. The Committee recommends thet the Accounting Officer should ensure that the Fund Account
Managers:-

(i} keeps financial and other records that are accurate, reliable, and complete;

(if} should ensure adherence fo accounting standards prescribed by the Public Sector
Accounting Standards Board (PSASE) as provided by Section 81(3) of the PFM Adci, No.
18 of 2002 which provides that “The accounting officer shall prepare the financial
statements in a form that complies with the relevant accounting standards prescribed
and published by rhe Aceounting Standards Board  from
time to time";

{iif} should ensure adherence 1o Regulation 100 af the PFM Act (National Government), 20135
which provides that “"Accounting Officers shall keep in all offices concerned with
receiving cash or muking payments a cash book showing the receipts and paymenis
and shall maintain such other books and registers as maybe necessary for the proper
maintenance anel production of rhe aecounts
aof the Vote for which ke or she is responsible”; and

{iv) showld ensure adherence o Regulation 1014) of the PFM Act (National Government),
2085 which provides that “An Accounting Officer shall prepare the financial
statentents in a form that complies with the relevant accounting standards prescribed
by the Public Sector Accounting Stundards Board, net later than three months after
the end of the  financial  year  and  submit  them  fo
the Awditor General with a copy fto the County Treasury, the Controller
if Budget and the National Treasury™,

2.0 Other Grants and Transfers

5. Other Grants and transfers {Roads) — Kshs 45,023,372

6, Included in Other Grants and Transfers balance of Kshs 45,023,372.00 as at 30 June, 2014 is Roads
expenditure of Kshs 2144299635, Payment Vouchers availed for audit totalled Kshs
16,778,920.00 resulting to a variance of Kshs 4,664,076.35 unaccounted for. In the circumstances,
the accuracy and propriety of the roads expenditure of Kshs 21,442 996.35 could not be confirmed.

Response by the Fund Account Manager

7. Kshs 21,442,996.35 was the actual expense for roads during the year under review. The Payment
Vouchers amounting to Kshs 4,664,076.35 were provided to the auditor for review,

Committee observation

B. The Committee observed thar, the payment vouchers were provided 1o the Office of the Auditor
General for review and verification. The guery was adequately addressed and resolved

1.0 Bursary to Secondary Schools and Tertiary Institutions

8, The Funds Bursary to Secondary Institutions balance of Kshs 20,913,712.00 differs with the
audited schedules amount of Kshs 20,342,353.00 resulting to an unreconciled difference of Kshs
571,360.00,



17.

Further, out of the total bursary amount of Kshs 20,342,352, only Kshs 18.694,452.00 was
acknowledged leaving a balance of Kshs 1,647.900.00 unacknowledged by the beneficiary
institutions.

In the circumstances, the accuracy and propriety of Other Grants and Transfers balance of Kshs
20,913.712.00 could not be confirmed.

Response by the Fund Account Manager

Kshs 571,360 was erroneously excluded in the audited schedules as reported. The Schedules were
provided to the auditor for review.

The unacknowledged amount was Bursary payment to institutions outside the Constituency. They
had delaved to send in their acknowledgement letters. These letters were received by the office
after the audit. The letters were provided to the auditor for review,

Cenmmittee abservation

The Committee observed that, the acknowledgement letters were provided to the Office of the
Auditor General for review and verification. The guery was adequately addressed and resolved

Committee Recommendations
The Cammitiee recommends thal: -

(i} Within three months of the adoption of the report, the National Government Constitiencies
Development Fund Board reviews the 2015 Guidelines on Issuance of Bursaries to
Beneficiaries,

fif) The NG-CDF Board showld develop an overarching policy framework to guide the
Constituency Bursary committee in line with the needs of the constitwency. Each NG-CDF
bursary committee to establish criteria and guidelines for identifving, categorizing and
awarding bursaries to needy studenis

4.0 Cash and Cash Equivalents

. The Statement of Assets and Liabilities reflects cash and cash equivalents balance of Kshs

44,332,734.00 as at 30 June 2014, However, an analysis of the bank reconciliation statement for
June 2014 revealed.

a} Unpresented stale cheques - Kshs 214,1558.80

Payments in cash book not yet recorded in the bank statement totalling to Kshs 7,033,828.90
included stale cheques amounting to Kshs 214,158.80.

Response by the Fund Account Manager
The stale cheques of Kshs. 214,158.80 were for bursary cheques that had not been presented. The

Stale cheques were reversed and allocated to other needy cases. Cash book extract Folio 17 were
provided to the auditor for review,



19,

20,

21,

8

Commitiee Observation

The Commitee observed that the Fund Account Manager provided evidence that the stale cheques
were reversed and provided to other needy cases. These was verified by the Office of the Auditor
General. The guery was adequately addressed and resolved.

b) Payments in Bank Statement not recorded in the cash book

The statement reflects payments in the bank statement not recorded in cash book amounting to
Kshs 388,211.00 included standing orders and bank charges amounting to Kshs 47,%811.00 leaving
the balance of Kshs 340,400.00 as payments to third parties not accounted for,

Response by the Fund Account Manager

These were replaced bursary cheques that were delayed to be posted in the cash book. The cashier
had delayed to post transactions worth Kshs 340,400 in the cashbook. They were later posted. Kshs
375,677 15 the amount of reversed bursary cheques which had not been cleared off the Cash book
at the time of Audit.

Cantmmittee (hservalion

The Committee observed that the payment of Kshs 340,400 in the bank statement was not recorded
in the cash book and supporting documents were nol provided 1o the Office of the Auditor General
Jor review.

Commiitee Recommendations

23, The Commiftee recommends that -

(1) Within three months af the adoption of this report, the Accounting Officer should ensure that
the Fund Account Manager reconcifes the amownt of Kshs, 340,400 as paymens 1o third
parties nol accounied for. Further, the reconciled statement with supporting documents
should be submitted to the auditor for audit review,

(i) The Accounting Officer should ensure that the Fund Account Managers.: -
al keeps financial and other records that are accurate, reliable, and complete;

b) should ensure adherence to accounting standards prescribed by the Public Secior
Accounting Standards Board (PSASE) as provided by Section 81(3) of the PFM Act, No. 18
of 201 2 which provides that “The accounting officer shall prepare the financial statements
in a form that complies with the relevant  accounting  standards
prescribed  and  published by the Accounting Standards Board  from
time to time".

¢} should ensure adherence to Regulation 100 of the PFM Act (National Governmeny), 20135
which provides that “Accounting Officers shall keep in all offices concerned with
receiving cash or making pavments a cash book showing the receipls
and  payments and  shall maintain  such  other books and registers as  may



24,

25.

26.

27,

pe necessary Jor e proper maimtenance and production ef e  Gocounrs
af the Vate for which he or she is responsible”; and

d) should ensure adherence to Regulation 101¢4) of the PFM Act {National Government), 2015
which provides that “An Accounting Officer shall prepare the financial statements in a
Sorm that complies with the relevant accounting standards prescribed by the Public Sector
Accounting Standards Board, nof later
than three months affer the end of the financial year and submit them fo
the Auditor General with a copy te the County Treasury, the Controller
of Budger and the National Treasury”.

¢} Heceipts in cash book not recorded in the bank statements

There were long outstanding receipts amounting to Kshs 375,677.00 as at 30 June, 2014 which had
not been received at bank, The amount includes two reversed cheques of Kshs 8.000.00 and Kshs
6,000.00 and 6 replacement cheques all of which were not included in the schedule for unpresented
cheques, The total amount of Kshs 375,677 thus remain unaccounted for, In view of the foregoing,
the accuracy and completeness of the cash and cash equivalents balance of Kshs 44,332.734.00
could not be ascertained.

Response by the Fund Account Manager

Kshs 375,677 was the amount of reversed bursary cheques which had not been cleared off the Cash
book at the time of Audit.

Comtritfee (bservation

The Commitree observed that the receipts worth Kshs 375,677.00 were not recorded in the cash
book The amount includes two reversed cheques of Kshs 8,000.00 and Kshs 6,000.00 and 6
replacement cheques all of which were not included in the schedule for unpresented chegues.

Commitfee Recommendations
The Caommittee recommends fhal -

(i} Within three months of the adoption of this report, the Accounting Officer ensures the Fund
Account Manager reconciles the amount of Kshs 375,677.00 that were not recorded in the
cash book. The amount includes rwo reversed cheques of Kshs 8,000.00 and Kshs 6, (000,00
and & replacement cheques all of which were not included in the schedule for unpresented
cheques. Further, the reconciled siatement with supporting documents should be submitied
to the auditor for audit review.

{ti) The Accounting Officer should ensure that the Fund Account Managers. -
a) keeps financial and other records that are accurate, reliable, and complete;

b} should enswre adherence to accounting standards prescribed by ithe Public Sector
Accounting Standards Board (PSASB) as provided by Section 81{3) of the PFM Aci. No.
18 of 2012 which provides that “The accounting officer shall prepare the financial
statements fn a form that complies with the relevant accounting standards
prescribed  and  published by ithe Accounting Standards Board  from
time to time";



28,

29.

0.

1.

32.

L) SRONIA ERSUPe GaRerence o Kegulalion U of the FFM Act (Nationa Lrovernmment), S04 2
which provides that “Accounting Officers shall keep in all offices concerned with
receiving cash or making payments a cash book showing the receipts
and paymenis and shall maintain such other books and registers as may
be necessary for the proper maintenance and production of the wccounts
of the Vote for which he or she is responsible”; and

dl  should ensure adherence fo Regulation 101(4) of the PFM Act (National Government),
2015 which provides that “An Accoumting Officer shall prepare the financial
statements in a form that complies with the relevant accounting standards prescribed
by  the Public Sector  Accounting  Standards  Board, not later
than three months after the end of the financial year and submit them to
the Awditor General with a copy fto the County Treasury, the Controller
of Budget and the National Treasury™,

5.0 Transfers to other Government entities

The Statement of receipts and payments reflects transfers to other government entities totalling to
Kshs 70.817,532.00 as at 30 June, 2014, However, included in the amount is Kshs 413,800.00
transferred to Agricultural Institutions whose expenditure schedules were not provided for audit
review,

As a result, the propriety of the expenditure of Kshs 413,800.00 could not be confirmed as at 30
June, 2014.

Response by the Fund Account Manager

Kshs 413,800 was erroneously classified under Agricultural Institutions instead of other grants and
Transfers {(Environment group). This was a single payvment for Kshs 413,800 as recorded in the
cashbook.,

Comnitiee Qhservation

The Commintee observed that the Fund Account Manager submitted the payment schedules which
were verified by the Office of the Auditor Gereral. The guery was adequarely addressed and
resolved,

Committee Recommendations
The Accounting (fficer should ensure that the Fund Account Managers: -
i. keeps financial and other records that are accurate, reliable, and complete; and

ii. should ensure adherence to accounting standards prescribed by the Public Sector Accounting
Standards Board (PSASB) as provided by Section 81(3) af the PFM Act, No. 18 of 2012 which
provides that “The accounting officer shall prepare the financial statements in a form that
complics with the relevant accounfing standardy
prescribed  and  published By  the  Accounting  Standards  Board  from
fime fo fime ",



33

M.

35

ib.

37.

38.

OTHER MATTER
1.0 Going concern

The High Court of Kenya in its ruling on petition 71 of 2013 held that the Constituencies
Development Fund Act 2013 establishing the Constituency Development Fund since enactment of
the Constitution of Kenya, 2010 was unconstitutional rendering the existence of the Fund illegal.
It is not clear whether legislation providing for the Fund will be in place within the period given
by the High Court of twelve months for the Fund to continue existing.

Response by the Fund Account Manager

The going concern issue was addressed through the enactment of the National Government
Constituency Development Fund Act, 2015.

Commitfee observafions

The Committee observed that the issue was overtaken by events as it was addressed through the
passing of the NG-CDF Act 2013 and its Regulations 2016 which aligned the fund functions to
National Government functions. The query was adequately addressed and resolved.

2.0 Going Concern

During the year under review, the fund disbursed Kshs 515,873.30 to an Environmental Group to
carry out environmental activities. However, a site visit to two beneficiary schools where the
seedlings were purportedly, revealed that the seedlings had dried up due to lack of technical
management and supervision. Consequently, the expenditure did not meet the objectives intended
and no value for money was received by the Fund.

Response by the Fund Account Manager
The trees were supplied to public institutions as required i.e., schools and health facilities. [t was
noted that some institutions did not come up with mechanism of maintenance during the 3-month
dry spell (between January and March), thus some seedlings dried up. But majority of the trees
seedlings survived. The committee adopted a mechanism to avoid such occurrences in the future
activities by prequalifying registered vouth groups to maintain the trees, as and when required.
Commiriee Observations
The Commitiee observed that -

i, it way the responsibility of the institutions to take care of the seedlings once planted

ii. The Project Management Committees (PMCs) had adopted a mechanism o avoid such

occurrences in the future activities by pregualifying registered yourh groups to mainiain

the trees, as and when required.

ifi. The query was adeguately addressed and resolved.



39.

40.

41.

42.

43,

FINANCIAL YEAR 2014/2015

1.0} Unsupported Land Purchase

The Fund disbursed Kshs 4,800,000.00 purchase of land 8.4 acres of land valued at Kshs
6,410,000.00 for two institutions, 6.4 hectares and 2.0 hectares for Chevaywa Technical Training
Institute and Muhomo Secondary School at Kshs 3,460,000.00 and Kshs 930,000.00 respectively.
However, title documents had not been obtained, The ownership of the land bought could not be
confirmed. As a result, the propriety of the purchase of land expenditure of Kshs 4,500,000.00
could not be ascertained.

Response by the Fund Account Manager
During the time of Audil, the Title Deeds were still being processed; however, the title deed for
Chevaywa TTI was ready and had been submitted to the Auditor for review. For Muhomo

Secondary School, succession process had not been concluded. The search document for the land
of Muhomo secondary was provided to the auditor for review.

Commirtee Observations
The Committee observed that:-
(i} during the time of Audit, the title deeds were still being processed.
(it} the title deed for Chevaywa T was later issued and was submitted to the Auditor for review.

fiii} at the time of audit succession process for Muhome Secondary School was still ongeing.
However, the search documents for the said land were submitted to the auditor for review,

Commifiee Recommendalion

The Commitiee recommends that the Fund Account Manager should liaise with the NG-CDF Legal
Department, Sub-County Land Registrar and the Sub-County Educational Qffice to fasi-track
succession process for the Muhomo Secondary School to hasten the acquisition of the title deed.

2.0 Other Grants and Transfers
2.1 Irregular lease of land

The Fund paid out the Emergency provision of Kshs 1,000,000.00 for a ten-year lease of ten acres
of land for the proposed construction of a maize mill. However, the Project was not budgeted for.
It was not an emergency as evidenced by the fact that it had not taken off one vear down the line.
Mo value for money has been received from the expenditure.



Response by the Fund Account Manager

44, The community through Lugari CDF was to lease 10 acres of land for ten years to build store house
to help the famers preserve their maize from destruction and wastage. There was pressure to get
the land for the County government of Kakamega to build the maize stores to avoid destruction of
maize. It was a joint venture between the County government of Kakamega and the community.
The county government was to construct the stores for that purpose after the lease of land. The
county government had not yet done the project and the land was still laying bare. The committee
did this in the spirit to stop destruction of the maize harvest and promote agricultural sector, but
the project had not vet kicked off.

Commitice Observations
45, The Commitiee ohserved that, —

(i) The Fund did not adhere 1o Navional Government Constituencies Development Fund Act,
2015 regarding the threshold on the use of the Emergency Fund, It was not an emergency as
evidenced by the fact that the project had not taken off one year down the line,

(it} Kakamega County Government was to construct the stores to help the farmers preserve their
maize from destruction and wastage, This was not done and the land was still laying bare.

Comimiintes Recomumendarinms

46. The Commitiee recommends that -

i. The Accounting Officer should ensure that the Fund Account Manager and PMCs consult and
invelve relevant Government departments in infifation, cost estimation, and implementation af
projects to ensure that priovity projecis are selected, adequate budgeting, and quality works
are produced in compliance with Section 46¢1) of the NG-CDF Fund Act, 2015 which provides
that " *The Constituency Development Fund Conunittee may make appropriate consulfations
with the relevant Government departments to ensure that cost estimates for the projects are
realistic.”

ii. That the National Government Constituencies Development Fund Board to issue guidelines on
the use of emergency funds to align emergency spending with the National Government
Constituencies Development Fund Act, 2015, and

iii. The National Government Constituencies Developmert Fund Board ensures that the Fund
Account Managers complies with provisions of sections 6(2) and section 8 of the National
Government Constituencies Development Fund Act, 2015 which provides that *(2) Once funds
are allocated for a particular profect, they shall remain allocated for that project and may
only be re-allocated for any other purpose during the financial year with the approval of the
Board™ and “(1) A portion of the Fund, equivalent to five per centum {(hereinafter referred
fo as the "Emergency Reserve”) shall remain unallocated and shall be available for
emergencies that may eccur within the Constituency; (2) The Constituency Commitice shall
determine the allocation of the emergency reserve in accordance with the Act ;and (3)
"Emergency " shall be construed to mean an urgent, unforeseen need for expenditure for
wiich it is in the opinion of the commitiee that it cannot be delayed until the next financial
year without harming the public interest af the constituenis” respectively on the reallocation
af funds and the use of emergency funds
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47.

48.

49,

50.

5L

3.

53,

54,

2.2 Paid Electricity Power line not installed.

The Rural Electrification Authority of Kenya was paid Kshs 1,200,000 for the construction of a
power line and wiring of Silungai Water Project that had not taken off one year down the line.
Further, proper documentation including project proposals and official receipts from the Authority

were not provided for review.

In in view of the foregoing, the Fund has not gotten value for money for the entire expenditure of
Koshs 2,200,000 as at 30 June, 20135,

Response by the Fund Account Manager

The project was initiated between the community and World Vision. The community had to
contribute Kshs 1, 200,000 and World Vision to fund the rest. The activity was to bring power line
closer to the project and connect power to the project to supply water to the community. The
community requested Lugari CDF to pay the community contribution of kshs1,200,000. The same

was done direct to REA.

The Project was successfully implemented.

Committee Observation

The Committee observed thar the Fund Account Manager submitted required documents which
were verified by the Office of the Auditor General. The query was adeguately addressed and
resolved

Commitiee Recommendation

The Commitiee recommends that the Accounting Officer ensures that all Fund Aceount Managers
comply with the provisions of Sections 62 (1) (b) and (c) of the Public Audit Act, No.34 af 2015
which provides that — “{1) A person shall not— (b) without justification, fail te provide
information required under this Act and (c) withowt justification, fail to provide information
within reasonable fime that is required wnder this Act

3.0 Cash and Cash Equivalents

The Statement of financial assets reflects cash and cash equivalents balance of Kshs 29,482,878 as
at 30 June, 2015. However, receipts amounting to Kshs 185,931.70 were not reflected in the Bank
Reconciliation and were not in the schedules for uncredited cheques as would be expected.

Further, included in the balance are outstanding imprests of Kshs 91,000.00. In the circumstances,
the accuracy and completeness if the cash and cash equivalents balance of Kshs 29,482,878 could
not be confirmed as at 30 June , 2013.



53

36.

3.

58.

Response by the Fund Account Manager

These were stale bursary cheques which were reversed in the cashbook and did not appear in the
Bank Reconciliation for the month of June. Subsequently, fresh cheques were issued to new
beneficiaries. Schedule of cheques 1s attached.

Kshs 91,000.00 outsanding imprest was surrendered vide PV No. 136 of Kshs 91,000.00 and
cleared off the cashbook on 19" May, 2018.

Commnirtee Qhservaiions

The Commitiee observed that -

1)

fii)

The stale cheque reversal evidence was not availed and verified by the Office of the
Auditor.

The imprest surrendered vide voucher no. 136 dated 19" May 2018 was availed and verified
by the QOffice of the Auditor General. The query was adequately addressed and resolved,

Committee Recommendations

The Commitree recommends that the Accouniing Officer should ensure that the Fund Accownt
Managers.-

a.

b,

keeps financial and other records that ave accurate, reliable, and complete;

shawld ensure adherence fo accounting standards prescribed by the Public Sector Accounting
Standards Board (PSASB) as provided by Section 813} of the PFM Act, No. 18 af 2012 which
provides that “The accounting officer shall prepare the financial statements in a form that
complics with the relevant accounting standards prescribed and published by the
Accounting Standards Board Sfrom
time fo fime".

. showld ensure adherence to Regulation 100 af the PFM Act (National Government), 2013

which pravides that “Accounting Officers shall keep in all offices concerned with recefving
cash  or  making  payments a  cash  book  showing  the  receipis
and payments and shall maintain  such other books and registers as may
be  mecessary for the proper maintenance and production  of the accounts
af the Vote for which he or she is responsible™;

| should ensure adherence 1o Regulation 101{4) af the PFM Act (National Government), 2015

which provides that “An Accounting Officer shall prepare the financial statements in a
[form that complies with the relevant accounting standards prescribed by the Public Sector
Accounting Standurds Board, not later
than three months after the end of the financial year and submit them to
the Aunditor General with a copy to the County Treasury, the Controller
af Budger and the National Treasury”; and

. Should ensure that any officer allocated imprest survenders within seven days failure to which

recovery should enswe as provided for under Regulation 93(8) aof the Public Finance
Management Regulations of 2015 which provides that “In the event of the imprest holder
Sfailing to account for or surrender the imprest on the due date, the Accounting Officer shall

12



59,

6l.

62.

63.

65,

66,

HIRE IRtRediare aclion fo recover e fill @i from e satary of the defauiiing officer
with an interest at the prevailing Central Bank Rate.”

OTHER MATTER

The Fund budgeted receipts were Kshs 166,075,217 but only received an amount of Kshs
91,306,865.50 implying an underfunding of Kshs 74,768,353.00. Consequently, projects
amounting to Kshs 74,768,353 could not be implemented as planned.

Response by the Fund Account Manager

The delay in Project implementation was due to late disbursements from the exchequer. AIE No.
796050 — Kshs 30,435,621.25 and AIE No. 790793 — Kshs 28,885,618.50 received on 2" July
2015..

Committee Observation

The Committee observed that the query arose due fo late disbursement by the exchequer. The
evidence of late dishursement vide AIE No. 796050 — Kshs 30,433,621.25 and AIE No. 790793 —
Kshs 25,885,618.50 received on 2nd July 2015 were availed and verified by the Office of the
Auditor General. The query was adequately addressed and resolved.

Commitiee Recormendaiion

The committee recommends that the National Treasury should ensure timely release funds 1o
enable implementation of projects approved by the NG-CDF Board

FINANCIAL YEAR 201572016

L0 Prior Year issues

According to International Public Sector Accounting Standards (Cash basis) financial statements
presentation format prescribed by the National Treasury requires the management to include the
action taken on the previous vear auditors’ recommendation. In the Year 2014/2015, Lugari CDF
had a qualified opinion. However, no report on the progress of follow up of the audit issues raised
was included in financial statements for the vear under review.,

In the circumstances, the presentations of the financial statements were not in conformity with the
Public Sector Accounting Standard (cash basis) as prescribed by the National Treasury and in
accordance with the Public Management Act, 2015.

Response by the Fund Account Manager

The omission was noted. Going forward the report will be included.

Committee Observation

The Committee observed that the Fund Account Manager noted the ervor and endeavoured to

include the report on the progress of follow-up of the audit issues raised in financial starements in
e subsequent vears.
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68,

6.

70

71,

72,

Commitee Recommendation

The Committee recommends that, the Fund Account Monagers should ensure adherence o
accounting standards prescribed by the Public Secior Accounting Standards Board (PSASB) as
provided by Section 813} of the PFM Act, No. 18 of 2012 which provides that “The accounting
officer shall prepare the financial statements in o form that complies with the relevant
accounting standards prescribed and published by the Accounting Standards Board from
fime fo fime",

2.0 Failure to Adhere to the Memorandum of Understanding (MOU)

The Lugari CDFC entered into an agreement with the National Youth Service (NYS) through
Memorandum of Understanding which stipulated that the NYS was to provide operators and
machinery for road maintenance works and Lugari CDFC was to provide murram by leasing gravel
pits/murram sites. Joint report was to be provided after completion of a specific road indicating
actual cost incurred by each party. However, it was noted that the Lugari CDFC went against this
agreement and hired trucks from five (5) contractors to transport murram at a total cost of Kshs
22,422, 718.00,

Response by the Fund Account Manager

The CDFC hired more tracks because NYS did not have enough trucks to transport murram to road
sites. NYS had only one truck (tipper) which had mechanical problems and was not adequate to
cope with two excavator machines available on site at that time. Due to the short timelines provided
to use NYS machineries’, an alternative was to be provided for the works to go on.

Further, there was no financial loss incurred in relation to this MOU, due to the engagement of
other contractors. This decision was arrived at by the Lugari CDF committee and NYS officials

and Government Transport officer.

Commitice Observations
The Committee observed that -

i.  The Committee observed that the query arose due to non-provision of adequate documents
and explanation by the Fund Account Manager.

ii,  The documents were later provided and verified by the Gffice of the Auditor General.
ifi. ~ The guery was adequately addressed ond resolved.
Committee Recommendation

The Committee recommends that the Accounting Officer ensures that the Fund Account Managers
comply with the provisions of Sections 62 (1) (b) and (c) of the Public Audit Act, No.34 of 2015
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73,

74,

T3

6.

T7.

18.

79.

WHICH provides that — “(1) A person shail Rol— (b) WiHout Justification, fai to provide
information required under this Act and (c) withew justification, fuil to provide information
within reasonable time that is required under this Act™

3.0 Cash and Cash Equivalent

The Statement of financial assets reflects long outstanding imprests of Kshs 91,000.00. it is not
clear why it had taken too long to clear these long outstanding imprests.

Response by the Fund Account Manager
The fund account manager surrendered the Imprest vide PV No. 136 dated 19™ May 2018.
Conmumittee Qbservation

The Committee observed that the query arose due to non-provision of adequare documents and
explanation by the Fund Aecount Manager, The surrender documents were provided and verified
by the Office of the Auditor General. The query was adequately addressed and resolved

Conmmittee Recommendation
The Committee recommends that the Accounting Officer should ensures thar -

The Fund Account Managers should ensure that any afficer allocated imprest survenders within
seven days failuve to which recovery showld enswe as provided for under Regulation 93(6) of the
Public Finance Management Reguiations of 2015 which provides thet “In the event of the imprest
holder failing to account for or surrender the imprest on the due date, the Accounting Officer
shall take immediate action to recover the full amount from the salary of the defaulting officer
with an interest at the prevailing Central Bank Rare.”

OTHER MATTER
1.1 Budget performance

The Fund budgeted receipts was Kshs 189,048,378 but received an amount of Kshs 178,348,375
leading to an underfunding of Kshs 10,700,004. Consequently, projects amounting to Kshs
10,700,004 may not have been implemented as planned.

Response by the Fund Account Manager

This was due to late disbursement by the exchequer. The funds were received and projects
amounting to Kshs 10,700,004 implemented. AIE No AB39555 of Kshs 10,700,004, dated 26"
October, 2016,

Commitiee Observation

The Commitiee observed that the query arose due to late disbursement by the exchequer. The funds
were later received and projects amounting to Kshs 10,700,004 implemented. The evidence of late
disbursement vide AIE No. AB39335 was availed and verified by the QOffice of the Auditor General,
The query was adequarely addressed and resolved.



0.

gl.

82.

83,

LEN

Commiiiee Recommendation

The Committee recommends that the Cabinet Secretary for the National Treasury shouwld ensure
timely dishursement of funds to the National Government Constituencies Developmeni Fund Board
Jor immediate release to the constituencies.

1.2 Project implementation

During the year under review, the fund planned to implement 353 projects. However, it failed to
implement 29 projects with a total value of Kshs 19,684,503 that were to be undertaken within the
financial year although 272 projects were on going. In the circumstances it is not clear, and the
fund management has not explained how the back log of the projects will be completed for the
benefits of the constituency.

Response by the Fund Account Manager

This was due to delay in disbursement from the exchequer. The funds were disbursed, and projects
implemented. The CDF Board came up with guidelines to complete ongoing projects within three
Financial Years, The guideline was followed and projects were completed at the stipulated time.
The Projects in question were completed. A sample of completion certificates were provided to the
auditor for review,

Commitiee Qhservation

The Committee observed that the delay in implementation of the projects was occasioned by late
disbursement of funds by exchequer, Nevertheless, the projects in guestion were completed. The
query was adegquately addressed and resolved.

Commuiiiee Recommendation

The Committee recommends that the Cabinet Secretary for the National Treasury should ensure
timely dishursement of funds to the National Government Constituencies Development Fund Board

Jfar immediare release 1o the constituencies.
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86,

87.

88.

89,

90,

91.

MIN.NO.NA/DAAOSC/DFAC/2023/045  EXAMINATION OF THE AUDIT REPORTS
OF THE NATIONAL GOVERNMENT

CONSTITUENCIES DEVELOPMENT
FUND FOR BUTERE CONSTITUENCY FY
201372014 TO 20152016

Mr. Julius Oketch, the Fund Manager took oath of witness and tabled the Butere NG-CDF

management responses and supporting documents on the audited accounts of Financial Years
20132014 10 20152016,

BUTERE CONSTITUENCY

FINANCIAL YEAR 2013/2014

1.0 Going Concern

The High Court of Kenya in its ruling on petition 71 of 2013 held that the Constituencies
Development Fund Act 2013 establishing the constituency development fund since enactment of
the constitution of Kenya 2010 was unconstitutional rendering the existence of the fund illegal. It
is not clear whether legislation providing for the fund will be in place within the period given by
the High court of twelve months for the fund to continue existing.

As a result, the going concern status of the Butere constituency fund is doubtful.

Response by the Fund Account Manager

The issue of going concern was resolved through adoption of the NG-CDF Act 2015 and its
Regulations 2016 which aligned the fund functions to National Government functions.

Commirtee observation

The Committee observed that the issue was overtaken by events ax it was addressed through the
passing of the NG-CDF Act 2015 and its Regulations 2016 which aligned the fund functions 1o
National Government functions, The query was adeguately addressed and resolved,

2.0 Under Expenditure

Butere CDF had an approved budget of Kshs 128,932,226.50 for the year ended 30 June 2014.
However, the Fund spent Kshs 114,796,734.75 resulting to unexplained under expenditure of Kshs
14,135,471.75 approximately 11% of the total budget. The low budget absorption denies the
constituents the much-needed service delivery. It was not clear how the CDF Committee intended

to rectify the anomaly.

Response by the Fund Account Manager
The under absorption of Kshs 14,135,471.75 was due to the delayed disbursement of funds to the
constituency. The Kshs 14,135.471.75 was the cash book balance for the year since the funds were



a2,

03,

94.

23.

96.

97.

AiSbursen Téw gays 1o the Closure O TINANCIAI Year 1Le., KENs 3,943, /.40, /0 on Y™ May, Jul4 and
Kshs 23,945,726.70 on 27" May, 2014 making it difficult for the committee to utilise the funds.

However, the projects were implemented in the subsequent year and are completed and in use. The
extract of the bank statement showing late disbursement was provided to the auditor for review.

Cammtiifee abservaiion
The Commitiee phserved thot—

i. Under expenditure was occasioned by the late disbursement of funds by the National
Treasury. The funds were, however, disbursed a few days before the closure of the financial
yedar.
i, The profects were implemenied in the subsequent year, and they are in use.
iii. The extract of the bank statement indicating late dishursement was availed and reviewed
by the Office of the Auditor General.

Cammintee Kecommendation

The Committee recommends the National Treasury shall ensure timely and adequate dishursement
of finds to the National Government Constituencies Development Fund Board for immediate
release fo the Constituencies.

FINANCIAL YEAR 2014/2015

1.0 Presentation and completeness of the financial statements

1.1 Presentation of the financial statements

The International Public Sector Accounting Standards (IPSAS) Cash Basis financial statements
presentation format preseribed by the National Treasury requires the management to include
among the financial statements presented for awdit a report on action taken on the previous vear
auditor’s recommendations. In the year 2013/2014 Butere CDF had a qualified audit opinion,
However, the report on follow up of the audit issues raised was not included in the financial
statements for the year under review. Therefore, the presentation of the financial statements does
not conform to IPSAS (Cash Basis) prescribed by the National Treasury and the Public Finance
Management Act, 2012.

Response by the Fund Account Manager
The Report on follow up of the Audit issues raised was not included in the financial statements for
the year 2014/20135. As at the time of preparation of the report, the final audit certificate had not

been issued by the auditor, however the statement on follow up on prior year audit issues was |ater
prepared and submitted to the auditor for review.

Committee observation
The Committee observed that the statement on follow up on prior year audit issues was prepared

and submitted to the Office of the Auditor General for review. The query was adequately addressed
and resalved,
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98.

100,

101.

102,

Lmmiiice Kecommendarions
The Committee recommends that the Accourting Officer: -

(il ensures that the Fund Account Managers: -

al  keeps financial and other records that are aceurate, reliable, and complete;

b)  adhere to accounting standards prescribed by the Public Sector Accounting Standards
Board {PSASB) as provided by Section 81(3) of the PFM Act, No. 18 of 2012 which
provides that “The accounting officer shall prepare the financial statements in a form
that complies with the relevant accounting standards
prescribed  and  published by the Accounting Standards Board from
time fo time",

¢) adhere to Regulation 100 af the PFM Act (National Government), 2015 which provides
that “Accounting Officers shall keep in all offices concerned with receiving cash or
miaking payments i cash book showing the receipis
and payments and shall maintain  such other books and registers as may
be necessary for the proper maintenance and production of the accoums
af the Vote for which he or she is responsible”.

dl adhere to Regulation 101(4) of the PFM Act (National Government), 2015 which
provides that “An Accounting Officer shall prepare the financial statements in a form
that complies with the relevant accounting stundards prescribed by the Public Sector
Accounting Standards Board, ot later
than three months after the end of the financial year and submit them fo
the Auditor General with a copy to the County Treasury, the Controller
of Budger and the National Treasurp™.

{1} engages the Public Secior Accounting Standards Board {PSASE) 1o conduct continwous
capacity building on financial reporting standards for all NG-CDF constituency staff.

1.2 Irregular fund title

The passing of the national government constituency development fund act, 20135, represented into
the name of the reporting entity changing from “Constituency Development Fund; Butere to
Mational Government constituency Development Fund: Butere™ The financial statements are not
presented under the new reference.

Response by the Fund Account Manager

The Financial Statements for the year under review were not presented under the reference NG-
CDF. This is because the NGCDF Act 2015 took effect on 19" February, 2016. However, the
subsequent Financial Statements are presented under the new reference.

Cornnitiee observaiion

The Committee observed that the query arose because the NG-CDF Act 2013 ook effect on 19%
February 2006, The subsequent Financial Stetements were presented under the reference NG-
CDF. The guery was adeguately addressed and resolved

1.3 Identification of financial statements
The financial statements presented for audit are not properly identified but casually named as

statement of receipts and payments and statement of financial assets without reference to the name
of the Constituency Development Fund.
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103.

1 05.

106,

107.

108.

Kesponse by the Fund Account Manager
The whole Financial Statement was prepared without reference to the name of the entity on the

header of each page of the financial statement. However, the anomaly was rectified, and the
amended financial statements were amended and provided to the auditor for review.

Commifiee observaiion

. The Committee abserved that the anomaly was rectified. and the amended financial statements

were amended and availed ro the auditor for review. The query was adeguaiely addressed and
resofved.

Commiftee Recommendations
The Commitiee recommends that the Accownting Officer: -

{ilensures that the Fund Account Managers: -

a) keeps financial and other records that are accurate, reliable, and compilete.

b) adhere to accounting standards prescribed by the Public Sector Accounting Standards
Board (PSASB) as provided by Section 81(3) of the PFM Act, No. 18 af 201 2 which provides
that “The accounting officer shall prepare the financial statements in a form that
complies with the relevant accounting standards
prescribed  and  published by the Accounting  Standards  Board  from
fime to time™.

¢} adhere to Regularion 100 of the PFM Act (National Government), 20135 which provides that
“Accounting Officers shall keep in all effices concerned with receiving cash or making
payments i cash boak showing the receipis
and  payments and shall maintain  such other books and registers as may
be necessary for the proper maintenance and production of the accounts
af the Vare for which he or she is responsible®.

d) adhere to Regulation 101(4) of the PFM Act (National Government), 2015 which provides
that “An Accounting Officer shall prepare the financial statements in a form that
complies with the relevant accounting standards prescribed hy the Public Sector
Accounting Standards Board, rot later
than three months after the end of the financial year and submir them fo
the Auditor General with a copy to the Coumty Treasury, the Coniroller
af Budget and the National Treasury ",

{ii) engages the Public Sector Accounting Standards Board (PSASB) to conduct continuous
eapacity building on financial reporting standards for all NG-CDF constituency staff.

1.4 Outstanding imprest

Mote 12 (c) to the financial statements reflects outstanding imprests totaling to Kshs. 370,000
that are not analyzed whereas Note 14 reflects an unexplained prior-year adjustment of Kshs
370,000,

In view of the foregoing, the accuracy, completeness, and presentation of the financial statements
cannot be ascertained.

Response by the Fund Account Manager

Kshs 370,000 was taken in June 2014 for purchase of office furniture and equipment. There was
a delay in the purchase of the equipment which led to the issue being recorded as outstanding
imprest.
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1Y, However, Ihe OTTce TUrniture and equipment were later purchased, and imprest surrendered.

111.

Committee abservation

- The Committee observed that the surrender voucher supporting the purchase of office equipment
were availed and reviewed by the Office of the Auditor General. The query was adequately
addressed and resolved,

Conumittee Recomnmendations

i.

i

The Committee recommendy thoi:-

Fund Account Managers should ensure that any officer allocated imprest surrenders within
seven days failure 1o which recovery should ensue as provided for under Regulation 936)
af the Public Finance Management Regulations of 2015 which provides that “In the event
aof the imprest holder failing to account for or surrender the imprest on the due date, the
Accounting Officer shall take immediate action to recover the full amount from the salary
of the defawlting officer with an interest at the prevailing Central Bank Rate.”

The Committee recommends thar the Fund Accownt Manager should ensure that
procurement of goods, works and services should be competitive in accordance fo the Public
FProcurement and Asset Disposal Act of 2015 and the Regulations, 2020 which provides that
"Procurement of goods, works and services under these Regulations shall be competitive
in accordance with the provisions of section 157(3)(b) of the Act.”

2.0 Budgetary Control and Performance

112, The fund’s budgeted receipts and total amounted to Kshs 129,479,916, However, the fund only
received a total of Kshs 114,974,218 which amounted to underfunding of Kshs 14,505,472
representing money not received from the Constituency Development Fund (CDF) Board. Actual
total payments amounted to Kshs 97,202,697 thus resulting in an under-expenditure of Kshs
32,277,218 as shown below:

Item Final Budget Actual Difference | Percenta
(Kshs.) Expenditure (Kshs.) ge of

(Kshs.) Utilizati
on (%)

Receipts

Transfers from CDF-AlEs 129,497,916 114,574 444 | 14,305,472 T5%

received

Total 129,497 916 114,974,444

Payments

Compensation of employees 1,408,795 1,408,795 0 100%

Use of goods and services 7,676,560 7,676,560 0 100%

Committee expenses 3,552,279 3,552.279 1] 100%

Transfers to other government 45,450,000 26,343,457 | 19,106,675 425

lunits

Other grants and transfers 70,991 882 57.821.207 | 13,170,675 B2%

Social Security Benefits 30,400 30,400 ] 10034

Acquisition of assets 370,000 370,000 0 10054

Total 129,479,916 07,202,698 | 32,277,218 5%
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113.

114.

1186,

7.

The management attributed the under-expenditure to delayed disbursement by the National
Treasury. In addition, out of the total sum disbursed, Kshs 17,771,746 had not been utilized as at
the end of the year on 309 Junc 2015. Consequently, the Fund did not meet its output targets and
services delivery expectations of the constituents.

Response by the Fund Account Manager

The underfunding and under absorption were due to late disbursement of funds by the exchequer
i.e., Kshs 28 743,611.40 was received on 26™ June 2015. However, the projects were implemented
in the subsequent vear, complete and are in use.

Comimiftee Observaiion

. The Committee observed that the bank statements, copies of AIEs proving delay in the
disbursement of funds as well as completion certificates were availed and verified by the Office of
the Auditor General.

Commirtee Recommendaiion

The Commitee recommends that the National Treasury should ensure timely and adequate
disbursement of finds to the National Government Constituencies Development Fund Board for
immediare release to the Constituencies.

3.0 Project Implementation and Management

For the two financial vears to 30", June 2013, the Fund allocated a total of Kshs 194,250,827 to
implementation of three hundred and forty-three (343) projects. However, projects in the
administration and education sectors allocated Kshs 16,860,925 and Kshs 10,460,000 respectively
were nol completed as detailed below:

Seetor code Allpcated Amount | Dishursed Projeet Mo, of
{Kshs.) Amount {Kshs.) | status projects
Administration 10,956,090 10,956,090 | Complete 9
Education 65,262,266 65,262,266 | Complete 173
Environment 3,083,440 3,083,440 | Complete 13
Health 16,772,759 16,772,759 | Complete 11
Markets 4 070,000 4,070,000 | Complete 10
Roads 48,000,000 48,000,000 | Complete 38
Security 12,725,347 12,725,347 | Complete 11
Sports 3,200,000 3,200,000 | Complete 2
Water 3,150,000 3,150,000 | Complete 61
Y outh 10,000 10,000 | Complete |
Administration 16,860,925 16,860,925 | Ongoing 12
Education 140,460,000 10,460,000 | Ongoing 13
Total 194,550,827 194,550,827 343

1 18. The incomplete education projects included six construction projects in schools to which of Kshs

5,760,000 had been allocated way back 2013/2014.In the year 2014/2015, no allocation was made
for these projects. The constitutional requirement of prompt and responsive services to the public
was therefore not adhered to with respect to these projects.
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120,

121.

122,

123.

124,

1235.

126.

127.

128.

In the circumstances, the Fund had not execuled and managed (15 projects 1o achieve value Tor
money for the constituents.

Response by the Fund Account Manager
As at the time of audit the projects were still on going.

The six projects include: Mutoma Girls Secondary School, Mukoye Girls Secondary School,
Eshikomere Girls Secondary School, Buchenya Girls Secondary School, Mabole Boys Secondary
School, Lufumbo Girls Secondary School.

However, the projects were later completed in the subsequent vears and are in use and indicated in
the completion certificates.

Commriniee hservation

The Committee observed that relevant documentation in regard to the project, i.e., completion
certificates and photos of the completed projects were availed and reviewed by the Office of the
Auditor General, The query was adequately addressed and resolved

Conunittee Recommendation

The Committee recommends that the National Treasury should ensure timely and adequale
disbursement of finds to the National Government Constituencies Development Fund Board for
immediate release 1o the Constitiwencies.

4.0 Acquisition of Fixed Assets

The statement of receipts and payment reflects an acquisition of assets balance of Kshs 370,000
both in the year under review and in the previous (2013/2014) financial year. However, Note 10,
shows a comparative balance of Kshs 370,000 (purchase of other office equipment) although
Annex 4 — summary of fixed assets shows the historical cost of fixed assets as Kshs 11,963,446 in
the year 2014/2015 but does not provide the previous vears(comparative)balance.

In the circumstance, the accuracy and completeness of the summary fixed assets register could not
be confirmed.

Response by the Fund Aceount Manager

The historical cost of fixed assets in 2014/2015 was disclosed as Kshs 11,963,446 in the Financial
Statements without the comparative figures. The summary statement of fixed assets was updated
to reflect the historical cost of the fixed assets for 2013/2014 and was provided to the auditor for
TeviEw,

Conmnimnittee Observation
The Commitiee observed that: -

i. Failure to include comparative figures in the historical cost of fixed is attributed io lack
of adequate capacity.

ii. The summary statemeni of fixed assets was later updated 1o reflect the historical cost of
the fixed assets for 2013/2014 and was submitted to the auditor for review.
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Comtminiee Recommendaiion

129, The Committee recommends that the NG-CDF Board should ensure Constituency Commiliees
emplay qualified Accountants for the Constituency Offices beginning FY 2023/24 within the 6%
adminisirative allocation to the NGCDFC. This will strengthen the maintenance of books of
accownts and, preparation of financial statements,

FINANCIAL YEAR 2015/2016
1.0 Budget Performance

130, The Fund approved budget receipts were Kshs 153,678,614 including Kshs 32,277,218 being un-
utilized cash balance brought forward from 2014/2015. However, actual receipts for the year under
review totaled Kshs 142,751,324 resulting to an underfunding of Kshs 10,927,290 as analyzed
below:

Details Original Adjustmen | Final Budget | Actual on | Budget % of

Budget ts comparabl | Utilization | Utiliz
¢ Basis Difference | ation
A B c=a+b D e=¢-d f=d/c
Yo

Receipts Kshs. Kshs. Kshs, Kshs. Kshs.

Transfers 121,401,396 | 32277218 | 153,678,614 | 142,751,324 | 10,927,290 | 929
from  CDF

Board

Proceeds

from sale of

assels

Other

Receipts

Total 121,401,396 | 32,277,218 | 153,678,614 | 142,751,324 | 10,927,290 | 92.9
| Payments

Compensatio 2,724,960 - 2,724,960 1,802,600 022,360 66.2
n of

emploveas

Use of goods 70943 192 2,086,745 10,029.937 | 10,029,937 - 100
and services

Transfers to| 39,250,000 | 19200000 58,450,000 [ 38,450,000 - 100
other

Government

Lnits

Other  grants 1,180,270 [ 10,190,473 81,370,743 | 72,468,787 B901,956 8G.1
and transfers

Acquisition 302,974 300,000 602,974 - 602,974 0
of asscts

Other 500,000 500,000 S0,000 0
payments

Total 121,401,396 | 32,277,218 | 153,678,614 | 142,751,324 | 10927290 | 92.9




151

134

133.

L34

135,

136.

137.

138.

» burher, the Fund underspent on COMPENsation of employees by Kshs Y.22,300 or bb. 2%, Uther
grants and transfers by Kshs 8,901,956 or 89.1% and did not acquire any asset during the year
despite having a budget of Kshs 602,974 for acquisition of assets.

Consequently, the Fund did not operate within the approved budget and therefore the financial
operations negatively impacted delivery of prompt services to the constituents.

Response by the Fund Account Manager

The underfunding and under absorption was due to late disbursement of funds by the exchequer
i.e., Kshs 31,401,396 received on 3 May 2016.

However, the projects were later implemented in the subsequent years, completed and are in use.

The money for compensation of employees usually comprises salaries and gratuity. Therefore, the
unspent balance was provision for staff gratuity.

Committee Qbservations
The Committee observed that: -

i. The underfunding and under absorption was oecasioned by the late disbursement of funds
by the National Treasury.
it. The fund account manager availed the bank statements 1o the Office of the Auditor General
Jor review and verificarion.
iii. The query was adequately addressed and resolved

Committee Recommendation

The Committee recommends that the National Treasury should ensure timely and odequate
disbursement of funds io the National Gavernment Constituencies Development Fund Board for
immediate release to the Constituencies.

2.0 Projects Implementation and Management

The CDF was o implement a total of 92 projects. However, analysis of the project implementation

indicates that 75 of the projects were completed and 17 were ongoing as at the time of audit in
January 2017 as analyzed below.

Sector/status Ongoing | Completed
Mo Value Kshs. No Value Kshs.
Administration 1 1,312,623 [ 8 9,916,152
| Agriculture 4 1,600,000
Education 13 11,150,000 | 34 al.052 974
Emergency | 5,767,647
Environment 2 1,400,000
Health 1 5000000 | 2 4,200,000
Market 9 3,200,000
Road 2 4,800,000 | 8 5,400,000
Security 5] 6, 1 00,000
Sports 1 2,000,000
Total 17 22,262,623 | 75 99,636,621
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139. In view of the foregoing, the fund did not deliver the expected services to the constituents and did
not therefore achieve its development objectives.

Response by the Fund Account Manager

140. At the time of audit, the projects were still on going. However, the projects were later completed
in the subsequent years and are in use and indicated in the completion centificates attached for your
review.

Comnmitice Observation

141. Following inspection visit of the projects and verification of completion eertificates and photos of
the completed projects by the Office of the Auditor General, the Commitiee was satisfied with the
managenent response and noted that the issue of disbursement of funds is beyond the control af
NG-CIDF. The query was adequately addressed and resolved,

MIN.NO.NA/DAAOSC/DFAC2023/046 ADJOURNMENT/DATE OF NEXT SITTING
There being no other business, the meeting was adjourned at 6:05pm. The next meeting will be held
on March 4%, 2023,

.-—L—/ . - "'LL':"_‘E
SIGNED. .. crere ’T’jﬂgnﬂr[(c%}

HON. GIDEON MUTE LY UNGI, M.P.
(CHAIRPERSON)
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