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L

(a)

KEY CONSTITUENCY INFORMATION AND MANAGEMENT

Background information

The National Government Constituencies Development Fund (NG-CDF) formerly Constituencies
Development Fund (CDF), is established under the NG-CDF Act 2015 as amended in 2016.The Act
is a successor to the Constituencies Development Fund (CDF) Act of 2003 which initiated the Fund

and its subsequent amendments/reviews of 2007 and 2013. At cabinet level, NG-CDF is

represented by the Cabinet Secretary for the Treasury, who is responsible for the general policy and

strategic direction of the Fund.

Mandate
The mandate of the Fund as derived from sec (3) of NG-CDF Act, 2015 is to:

a)
b)

c)

d)

e)
f)

2)
h)

i)
i)

K)

Vision

Recognize the constituency as a platform for identification, performance and
implementation of national government functions;

Facilitate the performance and implementation of nanondl government functions in all parts
of the Republic pursuant to Article 6(3) of the Constitution;

Provide for the participation of the people in the detelmmatlon and implementation of
identified national government development projects at the constltuency level putsuant to -

Article 10(2)(a) of the Constitution;

Promote the national values of human dignity, equity, social JuShCC inclusiveness, equality,
human rights, non-discrimination and protection of the marginalized pursuant to A1 ticle 10
(2) (b) of the Constitution;

Provide for the sustamable development of all parts of the Republic pursuant to Article 10
(2) (d) of the Constitution;

Provide a legislative and policy framework pursuant to Article 21 (2) of the Constitution for
the progressive realization of the economic and social rights guaranteed under Article 43 of
the Constitution;

Provide mechanisms for the National Assembly to deliberate on and resolve issues of
concern to the people as provided for under Article 95 (2) of the Constitution;

provide for a public finance system that promotes an equitable society and in particular
expenditure that promotes equlec dwelopment of the country by making special
provisions for marginalized groups and areas pursuant to Article 201 (b) (iii) of the
Constitution;

Authorize withdrawal of money from the Consolidated Fund as provided ' under Article 206
(2) (c) of the Constitution;

Provide mechanisms for the National Assembly to facilitate the involvement of the people in
the identification and implementation of projects for funding by the national government at
the constituency level; and

Provide for mechanisms for supplementing infrastructure development at the constituency
level in matters falling within the functions of the national government at that level in
accordance with the Constitution

Equitable Socio-economic development countrywide

Mission
To provide leadership and policy direction for effective and efficient management of the Fund

(8]
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Core Values

1. Patriofism — we uphold the national pride of all Kenyans through our work

2. Participation of the people- We involve citizens in making decisions about programines we
fund

3. Timeliness — we adhere to prompt delivery of service

4. Good governance — we uphold high standards of transparency, accountability, equity,
inclusiveness and integrity in the service of the people

5. Sustainable development — we promote development activities that meet the needs of the
present without compromising the ability of future generations to meet their own needs.

Functions of NG~CDF Committee
The Functions of the NG-CDF Committee is as outlined in section 11 of The National Government
Constituencies Development Fund Regulations, 2016.

(b) Key Management

The KATHIANI Constituericy NGCDF day-to-day management is under the following key
organs:

i.  National Government Constituencies Development Fund Board (NGCDFB)
ii.  National Government Constituency Development Fund Committee (NGCDFC)

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30t june
2021 and who had direct fiduciary responsibility were:

No | Designation Name

1. A.LE holder Aurelia M. Nyika

2. | Sub-County Accountant Everlyne O. Omung’ala
3. Chairman NGCDFC Philip Ndolo

4. Member NGCDFC Agnes Muasya

(d) Fiduciary Oversight Arrangements

The Audit and Risk Management Committee (ARMC) of NGCDF Board provide overall fiduciary
oversight on the activities of KATHIANI Constituency NGCDF . The reports and recommendation of
ARMC when adopted by the NGCDF Board are forwarded to the Constituency Committee for
action. Any matters that require policy guidance are forwarded by the Board to the Cabinet
Secretary and National Assembly Select Committee.

() KATHIANI Constituency NGCDF Headquarters
P.O. Box 144-90105

DCC’s Building, Kathiani Sub-County
Kathiani, KENYA
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-

(8) KATHIANI Constituency NGCDF Bankers

(f) KATHIANI Constituency NGCDF Contacts

Telephone: (254)
E-mail: ngcdfkathiani@ngedf.go.ke
Website: www.ngcdf.go.ke

Co Operative Bank
Athi River Branch
P.O Box 321

Athi River Branch

(h) Independent Auditors

+)

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O.Box 40112

City Square 00200
Nairobi, Kenya
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IL. NG-CDFC CHAIRMAN’S REPORT

Include among others the foilowing;

CHAIRMAN NG CDF KATHIANI : PHILIP NDOLO

The budget performance was below 71% when the actual expenditure and disbursements were
compared. This mainly was due to non disbursement of funds from the NG CDF board. The
subsequent year will have the funds disbursed and utilised where they are supposed to be utilized.

NG-CDF is a fund which can be classified as community friendly. Apart from funding what is
required by the community members, its implementation is done by the same community thus
achieving several objectives. First, it is wealth creation as a vast number of items and resources used
are from the community. It also encourages ownership of the projects by the community hence their
sustainability.

There is also transfer of skills (capacity building) to the community as managing projects creates
experience. Finally. the biggest achievements are on the projects themselves. In Kathiani so many
primary and secondary schools have benefited thus improving their infrastructure. These have gone a
long way in improving the lives of the beneficiaries.

-

»
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Some of the keys projects are highlighted below:

L’:’n A

NG-COF proz1r) 8
W ATHIAN] CONST. 8 8
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Kathiani constituency was also faced with challenges;
a) The COVID 19 that has hit the country also affected the operations of the constituency thus
limiting the achievement of all its activities.
b) The constituents also had a challenge in a way that the constituency has a vast area
coverage of people leading to high demand of various services which could not be met by
the constituency in full.

Signature il B9,

CHAIRMAN NGCDF COMMITTEE

<
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II.  STATEMENT OF PERFORMANCE AGAINST CONSTITUENCY’S PREDETRMINED
OBJECTIVES

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national government entity’s performance
against predetermined objectives.

The key development objectives of NGCDF- KATHIANI Constituency’s 2018-2022 plan are to:

a) Primary School projects: construction, renovation of classrooms and office blocks

b) Secondary school’s infrastructure: construct and equip classrooms, dining halls, dormitories,
administration blocks and libraries

¢} Sports activities for youth: levelling of playgrounds and purchase of equipment, balls, uniforms

d) Planting tree seedlings of indigenous and fruit trees

e) Payment of bursary to needy students in secondary and colleges/universities

Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors,
all the development objectives were made specific, measurable,. achievable, realistic.and time-
bound (SMART) and converted into development outcomes. Attendant indicators were identified
for reasons of tracking progress and performance measurement: Below we provide the progress on
attaining the stated objectives:

Constituency | Objective Outcome Indicator Performance
Program
Education To have all Increased - numberof |1InFY 19/20
children of school | enrolment in usable -we increased
going age attending | primary schools physical number of
school and improved infrastructu | dormitories-2,
transition to re build in | classrooms
secondary primary, renovations in 20
schools and sccondary, | schools
tertiary and tertiary
institutions institutions
~ number of | - Bursary
bursary beneficiaries at
beneficiarie | all levels were
s at all 6,583
levels
Security To have security Increased access - number of | One police post
services at every to security police posts | and staff houses
ward services at build for another
walking distance
Disaster To be prepared for | Ability to handle - number of | 7 toilets done
Management 1 handling emergent | unplanned projects/ and one wall
| events events events reinforced
| handled
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IV.  CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING
KATHIANI NG-CDF exists to transform lives. This is our purpose; the driving force behind
everything we do. It’s what guides us to deliver our strategy, which is founded on social sector,
namely, Education & Training, Security Sector Support, Environment, and Sports. This pillar also
makes special provisions for Kenyans with various disabilities and previously marginalized
communities.

1. Sustainability strategy and profile -
To ensure sustainability of KATHIANI NG CDF, the commiittee funds the following key sectors with
the following sustainable priorities.
a.Education and Training: KATHIANI NG-CDF focus on human capital for constituency

development is entrenched in its strategy to support needy and bright students from each
ward of the constituency. The intention is to empower the constituents such that in years
to come, the beneficiaries at secondary school levels would have transitioned to Tertiary
institutions while those at tertiary level would have transitioned to the job market as
employees or employers thereby contributing positively to the economic growth of the
constituency. This strategy takes care of both marginalised groups including girls and
people living with disabilities.

b. Security Sector Support: Among its key pillars; NGCDF has security as a priority area with
intention to provide better working environment for the security providers within the
constituency as well a secure constituency. The strategy is to have a long-term
collaborative working approach that enhances community engagement in security
activities. This is aimed at eliminating crime and vices in the long run by providing a
better working environment for the law enforcement agencies while collaborating with
community in trust on matters of security.

c.Environment: The Constituency acknowledges that all its operation has an impact on
environment. Cognizant of the Sustainable development goals, the NG-CDF has allocated
part of its budget on environment conservation through activities such as tree planting,
water conservation, sensitization forums for agro-forestry as well as best practices to
reduce soil erosion.

d. Sports: The NG-CDF has taken sports as a key pillar of cohesion and integration. To
sustain this pillar, the strategy taken is that of developing skills through sports with
intention of identifying, nurturing talent and encouraging physical fitness among the
constituents.

To attain this level of sustainability, we acknowledge challenges currently arising from the effects
of Covid- 19 that have adversely affected the sporting activities and thereby limiting the potential
benefits envisaged in using sports as development strategy within the constituency. On macro levels
FY 20/21 has been a challenging year with limited funding towards these activities which may
hamper the success of priority strategies undertaken.

2. Environmental performance

NGCDF — KATHIANI has under the provision of environment been funding ground levelling in
schools to enable pupils have playing fields
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3. Employee welfare
We invest in providing the best working environment for our employees. KATHIANI constituency

recruitment is guided by Employment Act, NGCDF Act and other regulations as issued from time to
time. In line with the law and regulations, the Constituency offers equal opportunity to all while
adhering to the one third gender rule and special groups. We also Recognize and appreciate of our
employees for exemplary performance. The reward and sanctions system is based on performance
appraisal.

The constituency promotes a healthy lifestyle and provides all employees with health insurance
cover through a reliable insurance Scheme. Employees are encouraged and supported to
continually build on their skills and knowledge. KATHIANI constituency invests in capacity
building programs for employees. These include courses on technical competencies relevant to each
employee and continuous sensitization on cross cutting issues. KATHIANI constituency also has
bursary programs aligned to the NG-CDF Act for employees seeking to further their education or
advance themselves through formal programs relating to their current or prospective jobs.

The committee has a policy on safety in compliance with Occupational Safety and Health Act of
2007, (OSHA) and has ensured the work environment is conducive for everybody in terms of
movement and accessibility within the office. The Constituency has also put in place disaster
mitigating measures including fire extinguishers and accessible escape routes in case of emergency.

4. Market place practices- .
KATHIANI NGCDF Constituenicy is committed to fair and ethical market practises.
The Procurement of goods and services is done through a transparent and competitive bidding
process that allows equal opportunities to all participants. We support local vendors drawn from
the constituency for purposes of uplifting them economically. Our ethical market practises ensure
the fund get value for money on all goods and services procured.

We are also committed to healthy relations with our suppliers which is enhanced through
organized sensitization forums that relate to the procurement legal framework and ethical subject
matters. We are dedicated to honouring all contracts and settling payments promptly.

NGCDF has put in efforts to ensure:

a) Responsible competition practice by encouraging fair competition and zero tolerance
to corruption

b) Good business practice including cordial Supply chain and supplier relations by
honouring contracts and respecting payment practices.

¢} Responsible marketing and advertisement

d) Product stewardship by safeguarding consumer rights and interests

5. Community Engagements-

KATHIANI NGCDF has endeavoured to sustain community engagement through CSR as well as
appreciating our existence through engaging local contractors and suppliers when necessary. We
have also engaged the community through sports and community projects.

Public Participation in Project Identification and Implementation and Monitoring

The NG-CDFC deliberated on project proposals from all the wards in the constituency and
considered the most beneficial to the constituency, considering the national development plans and
policies and the constituency strategic development plan. The identified list of priority projects,
both immediate and long term, was submitted to the NG CDF Board in accordance with the Act.

10
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Public participation is the process that directly engages the concerned stakeholders in decision-
making and gives full consideration to public input in making that decision.

The NG CDFC during bursary programme, engaged the community through the community leaders
to identify the needy students to be awarded with the bursary.

Public Awareness :

This includes mechanisms for participation and cooperation with local, regional and national
agencies, and for conducting community-based needs assessments and public awareness campaigns
and holding community meetings.

KATHIANI NG-CDF have continually practiced public participation and public awareness during
project identification and proposal collections in all the wards in the constituency.

11



KATHIANI Constituency
National Government Constituencies Development Fund (NGCDF)
Reports and Financial Statements for The Year Ended June 30, 2021

V.  STATEMENT OF MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer for a National Government Entity shall prepare financial
statements in respect of that entity. Section 81 (3) requires the financial statements so prepared to be
in a form that complies with relevant accounting standards as prescribed the Public Sector
Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of the NGCDF-KATHIANI Constituency is responsible for the
preparation and presentation of the entity’s financial statements, which give a true and fair view of
the state of affairs of the entity for and as at the end of the financial year (period) ended on June 30,
2021. This responsibility includes: (i) maintaining adequate financial management arrangements
and ensuring that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the entity; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the entity; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates that
are reasonable in the circumstances.

The Accounting Officer in charge of the NGCDF-KATHIANI Constituency accepts responsibility for
the entity’s financial statements, which have been prepared on the Cash Basis Method of Financial
Reporting, using appropriate accounting policies in accordance with International Public Sector
Accounting Standards (IPSAS). The Accounting Officer is of the opinion that the constituency ’s
financial statements give a true and fair view of the state of entity’s transactions during the financial
year ended June 30, 2021, and of the entity’s financial position as at that date. The Accounting
Officer charge of the NGCDF- KATHIANI Constituency further confirms the completeness of the
accounting records maintained for the constituency, which have been relied upon in the preparation
of the entity’s financial statements as well as the adequacy of the systems of internal financial control.

The Accounting Officer in charge of the NGCDF KATHIANI Constituency confirms that the
" constifuency has complied fully with applicable Government Regulations and the terms of external
financing covenants (where applicable), and that the entity’s funds received during the year under
audit were used for the eligible purposes for which they were intended and were properly accounted
for. Further the Accounting Officer confirms that the constituency’s financial statements have been
prepared in a form that complies with relevant accounting standards prescribed by the Public Sector
Accounting Standards Board of Kenya.

Approval of the financial statements

The NGCDF- KATHIANI Constituency financial statements were approved and signed by the

Accounting Officer on [ 4 ['_;(1 A ! z 2021.

g B Aw

Chairman NGCDF Committee Fund Account Manager
Name: Philip Ndolo Name: Aurelia M. Nyika
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REPORT OF THE AUDITOR-GENERAL ON NATIONAL GOVERNMENT
CONSTITUENCIES DEVELOPMENT FUND - KATHIANI CONSTITUENCY FOR THE
YEAR ENDED 30 JUNE, 2021

PREAMBLE

| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all

relevant laws and regulations, and that its internal controls, risk management and

governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of National Government
Constituencies Development Fund - Kathiani Constituency set out on pages 14 to 46,

Report of the Auditor-General on National Government Constituencies Development Fund - Kathiani Constituency
for the year ended 30 June, 2021



which comprise of the statement of assets and liabilities as at 30 June, 2021, and the
statement of receipts and payments, statement of cash flows, summary statement of
appropriation for the year then ended, and a summary of significant accounting policies
and other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the National Government Constituencies Development
Fund - Kathiani Constituency as at 30 June, 2021, and of its financial performance and
its cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Cash Basis) and comply with the Public Finance Management
Act, 2012 and the National Government Constituencies Development Fund Act, 2015.

Basis for Qualified Opinion

1. Inaccuracies in the Financial Statements

Review of the financial statements revealed the following anomalies:

i. The statement of Receipts and payments, and as disclosed in Note 8 to the financial
statements reflects an amount of Kshs.6,735,352 for acquisition of assets. However,
in the statement of cashflow, the amount is wrongly reflected as proceeds from sale
of assets and disclosed in Note 2 instead of Note 8 to the financial statements.

ii. The statement of Assets and Liabilities reflects a fund balance of Kshs.47,449,002
as at 1 July, 2020 while Note 13 of the financial statements reflects a balance of
Kshs.48,481,922 resulting to a variance of Kshs.1,032,920 which has not been
explained.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

2. Inaccuracies in Cash and Cash Equivalents

The statement of assets and liabilities reflects cash and cash equivalents balance of
Kshs.21,754,742. However, review of cashbook and bank reconciliation statements
revealed that the cashbook had not been updated to include a salary payment of
Kshs.7,000 done in July, 2020 and bank charges totalling Kshs.16,440. Further, stale
cheques totaling to Kshs.1,506,028 have not been cancelled and reversed in the
cashbook. No explanation was given for the failure to update the cash book.

In the circumstances, the completeness and accuracy of the cash and cash equivalents
balance of Kshs.21,754,742 could not be confirmed.

3. Unutilized Fund Balance

The summary statement of appropriation reflects unutilized fund balance of
Kshs.96,722,435 as at 30 June, 2021. However, Annex 3 to the financial statements

Report of the Auditor-General on National Government Constituencies Development Fund - Kathiani Constituency
for the year ended 30 June, 2021
2



shows unutilized fund balance as Kshs.96,443,617 leading to a variance of Kshs.278,818.
No reconciliation was provided to explain the variance.

In the circumstance, the completeness and accuracy of the unutilized fund balance of
Kshs.96,722,435 for the year ended 30 June, 2021 could not be confirmed.

4. Misclassification of Expenses

The statement of receipts and payments as disclosed in Note 8 to the financial statements
reflects acquisition of assets expenditure of Kshs.6,735,352. Examination of records
revealed that this amount includes an expenditure of Kshs.150,000 relating to use of
goods and services.

In the circumstances, the acquisition of assets expenditure was overstated by
Kshs.150,000 while use of goods and services was understated by the same amount.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the National Government Constituencies
Development Fund - Kathiani Constituency Management in accordance with ISSAI 130
on Code of Ethics. | have fulfilled other ethical responsibilities in accordance with the
ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter
Budgetary Control and Performance

The summary statement of appropriation for the year ended 30 June, 2021 reflects the
revenue budget of Kshs.255,304,370 while the actual amount received was
Kshs.180,336,647 resulting in underfunding of Kshs.74,967,723 or 29% of the approved
budget. Further, out of the available receipts of Kshs.180,336,647, only the amount of
Kshs.158,581,905 was spent during the year resulting in unexplained under absorption
of Kshs.21,754,742 or 12% of the receipts.

The underfunding and failure to utilize the available receipts affected the planned
activities which and may have impacted negatively on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness

Report of the Auditor-General on National Government Constituencies Development Fund - Kathiani Constituency
for the year ended 30 June, 2021
3



and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
1. Delayed Completion of Projects

During the year, a total of Kshs.86,793,373 was allocated for implementation of
eighty-four (84) projects. Review of the project implementation status revealed that
sixteen (16) projects worth Kshs.12,100,000 were completed during the year, fifty-six (56)
projects with a total cost of Kshs.62,993,373 were still on-ongoing and twelve (12) projects
with total allocation of Kshs.11,700,000 had not commenced. No explanation was given
for the delay.

In the circumstances, value for money may not be realized from the amount of
Kshs.74,693,373 incurred on the incomplete projects.

2. Poor Implementation of Projects

The statement of receipts and payments reflects an amount of Kshs.99,615,624 as
transfers to other government units, which as disclosed in Note 6 to the financial
statements relates to transfers to primary and secondary schools. However, physical
verification of seven (7) Projects worth Kshs.11,486,355 conducted in the month of April,
2022 revealed the following anomalies;

Amount

Project Activities (Kshs.) [ Anomalies Noted

1 | Kathiani Girls Construction of a 3,400,000 | Only trenches for foundation had been done
Secondary new home science and some building materials were on site.
School laboratory

2 | Kaiani Completion of a 4,000,000 | The Project had stalled at walling level and
Secondary new administration the contractor was not on site.
School block

3 [ Ngoleni Construction of 2 2,000,000 | Funds was re-allocated to 12 classrooms
Secondary new classrooms without NGCDF Board's approval.
School

4 | Ngoleni Security | Construction of a 500,000 | Projects were not labelled contravening
Post staff house regulation 11 (1)(cc) of the National

5 | Miumbuni Renovation of 500,000 | Government Constituencies Development
Security Post Miumbuni Chiefs Regulations, 2016, which requires the

Office constituency committee to ensure all projects
are labelled.

6 | Kathalani Police | Construction of 2 436,355 | Painting and installation of water tank had not
Post new cells been done.

7 | Kalikya Primary | Construction of six 650,000 | Tiles on the wall were falling off due to poor
School door toilet workmanship.

Total 11,486,355

In the circumstances, Management was in breach of regulations and value for money
realized from the expenditure of Kshs.11,486,355 incurred on the Projects could not be
confirmed.
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The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Lack of Risk Management Policy and a Disaster Recovery Plan

Audit revealed that the Fund did not have a Risk Management Policy framework to guide
in identification, assessment and mitigation of risks. In addition, there was no evidence to
show that a formal risk assessment and evaluation was undertaken during the year. This
is a contravention of the provisions of Regulation 165(1) of the Public Finance
Management (National Government) Regulations, 2015 which outlines the role and
responsibilities of Accounting Officers in respect to risk management. In addition, the
Fund did not have in place a Disaster Recovery and Business Continuity Plan.

In the absence of Risk Management Policy and, a Disaster Recovery and Business
Continuity Plan, the Fund lacks a blue print for identifying, preventing and mitigating
against risks and disasters to ensure that its operations are not interrupted in case of
unforeseen events.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

Report of the Auditor-General on National Government Constituencies Development Fund - Kathiani Constituency
for the year ended 30 June, 2021
5



In preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue to sustain services, disclosing as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to abolish the Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2018.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective manner.

Those charged with governance are responsible for overseeing the Fund'’s financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
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might be material weaknesses under the ISSAIs. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund'’s policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatements of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund’s
ability to sustain its services. If | conclude that a material uncertainty exists, | am
required to draw attention in the auditor’'s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to sustain
its services.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controls that are identified during the audit.

Report of the Auditor-General on National Government Constituencies Development Fund - Kathiani Constituency
for the year ended 30 June, 2021
7



| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

N
CPA , CBS

AUDITOR-GENERAL

Nairobi

07 September, 2022
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KATHIANI Constituency
National Government Constituencies Development Fund (NGCDF)
Reports and Financial Statements for The Year Ended June 30, 2021

VIL.  STATEMENT OF RECEIPTS AND PAYMENTS

RECEIPTS

Transfers from NGCDF Board 1 131,767,724 123,040,876
Proceeds from Sale of Assets 2 ~ ~
Other Receipts 3 87.000 63.000
TOTAL RECEIPTS 131,854,724 123,103,876
PAYMENTS

Compensation of employees 4 1,442,560 1,963,060
Use of goods and services 5 8,716,128 7,058,102
Transfers to Other Government Units 6 99,615,624 66,464,028
Other grants and transfers 7 42,072,241 10,295,086
Acquisition of Assets 8 6,735,862 ‘ -
Other Payments - - ~
TOTAL PAYMENTS 158,581,905 85,780,276
SURPLUS/ (DEFICIT) _(26,727,181D) | __37,323.600

The accounting policies and explanatory notes to these financial statements form an integral part of the
ﬁ:z:cial sta{ements. The NGCDF-~KATHIANI Constituency financial statements were approved on
) —

2021 and signed by:

Amw N\ :
National Sub-County Chairman NG-CDF Committee

Accountant

Name:Everlyne O. Omungila
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