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REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanyang financial statements of Constituencies Development
Fund - Starehe Constituency set out on pages 5 to 20, which comprise the statement of
financial assets and liabilities as at 30 June, 2014, the statement of receipts and
payments, summary statement of appropriation and statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 8 of the Public Audit Act, 2003. I have obtained all the information and
explanations which to the best of my knowledge and belief, were necessary for the
purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Section 7 of the Public Audit
Act, 2003.

Auditor-General's Responsibi lity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 9 (1) of the Public Audit
Act, 2003. The audit was conducted in accordance with lnternational Standards on
Auditing. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of risks of material misstatement of the
financial statements, whether due to fraud or error. ln making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Fund's internal control. An audit also includes evaluating
appropriateness of accounting policies used and the reasonableness of accounting
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estimates made by the management, as well as evaluating the overall presentation of
the fi nancial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinion

1. Accuracy of the Financial Statements

The statement of receipts and payments reflects totals of Kshs.62,559,841 and
Kshs.33,549,946 under receipt and payments respectively. However, review of
available records revealed that an amount of Kshs.34,267,203 received through AIE
number 2012120131442 and an amount of Kshs.99,120 inherited from the larger former
Starehe Constituency was not included. Consequently, the total receipt figure of
Kshs.62,559,841 had been understated with an amount of Kshs.34,366,323.

ln addition, expenditures totalling to Kshs.15,240,167 out of the total expenditure of
Kshs.33,549,946 was not analysed or supported with documentary evidence as shown
below:

Expenditure
Compensation of employees
Use of Goods and Services
Committee Meeting Allowances
Other Grants and Transfers
Social Security Benefits

Other Payments

Amount (Kshs.)
912,437
500,000

2,123,567
11,192J63

12,000

s00.000
15.240.167

Consequently, the accuracy and validity of the expenditure could not be confirmed.

2. Transfers to Other Government Units

The statement of receipts and payments also reflects an amount of Kshs.11,235,675
disclosed as transfers to other government units. This amount relates to funds that had
been intended for transfer to health facilities. However, as at year end, the amount had
not been transferred. Consequently, the description of the amount as transfers to other
government units is misleading.

3. Stalled Proiects

The statement of receipts and payments further reflects an amount of Kshs.14,952,163
under other grants and transfers. lncluded in the amount are two transfers to two
secondary schools, Our Lady of Mercy and Pumwani amounting to Kshs.2,000,000 and
Kshs.1,682,230 for the construction of a dormitory, and a gate and security office in the
two institutions respectively.
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lnspections of the two projects revealed that the expenditure for Our Lady of Mercy was
for the construction of walls only while roofing and slab works had not been budgeted
for. The project has therefore stalled.

ln Pumwani, the project was carried out under a Kenya Power transformer.
Consequently, the project may not be completed and if completed it may not be used.

4. Unutilised Facilities

The statement of receipts and payments also includes an amount of Kshs.9,500,000 in
other grants and transfers figure of Kshs.14,932,163, relating to several public toilets
that had been constructed in the constituency in Maasai, Kenya Wines, Land Mawe and
Muthurwa. Although the facilities have been completed to the required standards, these
have not been handed over to the relevant authorities. No reason has been given for
the failure by the CDF Board to hand over the projects.

5. Cash and Cash Equivalents

The statement of financial assets and liabilities reflects an amount of Kshs.29,009,895
under total financial assets, which agrees to the surplus for the year. However, the cash
and cash equivalents figure does not include the opening cash balance of Kshs.99,102
and AIE received of Kshs.34,267,203. ln addition, an amount of Kshs.11,235,675,
indicated to have been transferred to other government units has not been included in
the cash and cash equivalents balance.

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

Qualified Opinion

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

Edward R.O. Ouko, CBS
AUDITOR.GENERAL

Nairobi
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