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a¢kground information

he Independent Electoral and Boundaries Commission (IEBC) is established by Articles 88 and 248 of
he Constitution of Kenya 2010. The Articles set out the mandate of the Commission. The Commission
is responsible for conducting and supervising referenda and elections for any elective body or office
established by the Constitution and any other elections as prescribed by an Act of Parliament.

General Information:
The Independent Electoral and Boundaries Commission is established under Article 88 of the Constitution

of Kenya, 2010 and is a legal entity. It is operationalised through IEBC Act 2011.

The IEBC Act provides that the funds of the Commission are held in a fund known as the Independent
Flectoral and Boundaries Commission Fund. The fund has not been operationalized.

The financial year of the Commission is a period of twelve months ending on 30th June each year.

The Commission is mandated to submit its financial statements to The National Treasury and Auditor
General within the statutory timelines as stipulated in Section 83 of the Public Finance Management Act,
2012. The Act requires the financial reports to be submitted by 30™ September each year to The National
Treasury, Controller of Budget and the Office of the Auditor General.

Key Management

The Commission’s day-to-day activities are run by the Secretariat. The secretariat’s management was as
follows:

(a) Ezra Chiloba Commission Secretary/CEQO.

(b) Marjan Hussein Deputy Commission Secretary - Support Services.

(3] Beatrice Nyabuto Deputy Commission Secretary - Operations.

(d) Osman H. lbrahim Director Finance.

(e) Irene Mutai Ag.Director Human Resources and Administration.
f) Immaculate Kassait Director Voter Registration and Elections Operations.
(g) Decimah M mayi Director Research and Development.

(h) James Mubhati Director Information and Communication Technology.
(i) Rasi Masudi Director Voter Education and Parinerships.

() Praxedes Tororey Director Legal Affairs and Public Affairs.

(k) Obadiah Keitany Director Audit Risk and Complience

) Milcah Chebosis Ag. Director Supply Chain Management
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4.

Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June,

2018 and had direct fiduciary responsibility were:

No. Designation

1 Commission Secretary/CEO
Deputy Commission Secretary - Support Services
Depﬁty Commission Secretary - Operations
VISireéto'r Firnarnc;é
Ag Dvi—rrectb“r Su;;b.ly. C‘h‘a“in Ménagement
Director Audit Risk & Compliance
Ag.Director Human Resources & Administration

Director Information & Communication Technology

OV ®ONO®UMAWN

Director Voter Registration & Elections Operations
Director Research & Development

11 Director Voter Education & Partnerships

12 Director Legal Affairs & Public Affairs

Commission Bankers

Central Bank of Kenya
Haille Sellasie Avenue
P.O. Box 60000-00200
NAIROBI.

Kenya Commercial Bank Ltd.
University Way Branch

P.O. Box 4012-00300
NAIROBI.

Commission Auditors

The Auditor General

Kenya National Audit Office
Anniversary Towers

P.O. Box 30084- 00100
NAIROBI.

Commission Headquarters

The independent Electoral and Boundaries Commission
Anniversary Towers, 6 Floor,

P.O Box 45371-00100

NAIROBI.

Principal Legal Advisor
The Attorney General
State Law Office
Harambee Avenue

P.O. Box 40112-00200
NAIROBI.
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Ezra Chiloba
Marjan Hussein
Beatrice Sungura
Osman H. Ibrahim
Milcah Chebosis
Obadiah Keitany
Irene Mutai

James Muhati
Immaculate Kassait
Decimah M’mayi
Rasi Masudi
Praxedes Tororey
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CORPORATE GOVERNANCE STATEMENT

The Commission is accountable to the public and stakeholders through Parliament for ensuring that
it complies with the highest standards of corporate governance and operational ethics. The
Commission has embraced corporate governance by promoting the right corporate culture and
values.

The Commission exercises reasonable care to ensure that the management of the Commission is
carried out in the best interest of the citizens of Kenya. The overall management of the Commission
is the responsibility of the Commissioners.

The Commission recognizes the need to conduct its affairs with integrity and in accordance with
generally accepted corporate practices and internationally developed principles of corporate
governance.

The Commission

The size, composition and appointment of the Commission is prescribed by Article 250 of the
Constitution and by the IEBC Act 2011. There were seven Commissioners who work on a full time
basis. Each member was appointed to serve for a single term of six years.

The Commission is well composed in terms of range and diversity of skills, knowledge, age and
experience in various sectors which makes it effective and provides an appropriate skills balance
for the oversight of the Commission’s mandate.

The Commission Committees and their Responsibilities

The Commission delegates certain functions to committees without abdicating its own
responsibilities. The Commission has developed a committee structure that assists in the execution
of its duties, powers and authorities. The Committees are appropriately constituted drawing
membership from amongst the Commissioners with the appropriate set of skills and experience
and directors co-opted from various directorates.

The Commission has in place an independent Audit Committee that is chaired by a non-executive
member. It also has two independent audit committee members, from the National Treasury and
Ministry of ICT, and one Commissioner.

The Audit, Risk and Compliance Committee oversees the internal audit activity charged with the
responsibility of continuous review and providing assurance on effectiveness of the Commission’s
Governance, Risk and Control.
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CWi ee Responsibility

Fiance and Procurement Procurement and Finance Oversight.

Audit, Rig and Compliance Advisory on Governance, Risk and Compliance.
Ht*mn Resources, Training and Adminigtration Advisory and oversight on Human Resource functions.
Ele&tions, echnical and Operations Oversght on Election Planning and Implementation.
Bo b Delimitation Oversight on Bounadries Review and delimitation.
Les;or s, Enforcement of Code of Conduct and Compliance  Legal Oversight and Compliance.

ICT, Resear¢h and Development Advisory on use of Technology in Elections.

Political Partjes Liaison and Campaign Finance Control Advisory on Engagement with Political Party and Campaign Financing.
Voter Education, Partnerships and Media Voter Education, Partnership and Collaboration advisory.

Disput!e Resalutions Resolve Disputes on Party Primaries.

Every member of the Commission and employee shall perform their functions impartially and
independently without influence from any person, authority or organization.

Disclohre f Conflict of Interests

If a member of the Commission or an employee is directly or indirectly interested in any matter
before ﬁhe Clommission and is present at any meeting of the Commission at which the matter is the
subject of consideration. he/she shall as soon as practicable disclose the fact and shall not take part
in the consideration or discussion of. or vote on. any questions with respect to the matter or be
counted in the quorum of the meeting during consideration of the matter.

A member orl employee whose personal interest conflicts with their official duties shall in writing,
declare as s0dn as practicable the personal interests to their supervisor or other appropriate person

or bodysnd omply with any directives given to avoid the confiict and refrain from participating
in any deliberations with respect to the matter.



MANAGEMENT DISCUSSION AND ANALYSIS

Operational and Financial Performance

During the year under review, the Commission successfully conducted general election in August
2017. The GE realised 78% voter turnout. Further the Commission also conducted a fresh
presidential Election within 60 days after the Supreme Court Ruling in accordance with the
Constitution and the Election Laws.

The Commission devolved its operations to the county level and is in the process of strengthening
its operational and financial capacity to enhance service delivery. The Commission however faced
liquidity and IFMIS challenges that resulted in the Commission accruing pending bills amounting to
Kshs. 3.7 billion.

Compliance with Statutory Requirements

The Commission being a creation of the law respects the rule of law. The Commission complied
with its tax obligations and all its statutory obligations in the implementation of its mandate.

Key Projects and Investment

The Commission is planning to construct its own building to house its head office to enhance
security and efficiency in its operations. The Commission offices are currently located in a rented
building which is not conducive for its operations due to congestions, uncontrolled movement in
and out of the offices and disruptions to the business enterprises during heightened political
activities.

Further, the Commission has planned to construct county offices and warehouses to standardize
and reduce the cost of renting such facilities.

Risk Management Activities

The Commission has in place a risk management framework for risk identification and mitigation.
Further, it has embedded risk management in all its planning, execution, evaluation and business
continuity arrangements.

Some of the key risks facing the Commission include:

. Strategic Risks: These are risks that affect the ability to carry out the long term goals and
objectives as articulated in the IEBC Policy.

. Compliance Risks: These are risks associated with non-compliance with applicable laws and
regulations which could result in litigation and conflicts of interest.

. Political Risks: This is a major risk factor affecting staff performance and safety. These risks
could also be attributed to political perception of major political parties on the Commission’s
role.

e Reputational Risks: The risk of significant negative public opinion and or perception that
results in a critical loss of confidence in the institution.

. Financial Risks: | he risk of financial ioss that may include ineffectiveness of internal controls,
financial processes for reporting, budgeting, and fiscal stewardship as well as the monitoring
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{ f full financial and perforrnance reporting. These risks may also affect the ability to acquire
\ ssets, technology, =tc.

o echnological Risks: This a possibility of failure of technology employed by the Commission
\ in the conduct of elections and rapid technological change resulting to obsolescence.
o} ational Risks: The risk of direct or indirect loss or inability to provide core services,

Finar*dal bity and Governance

The Commiission incurred expenditure amounting to Kshs 32 billion in the conduct of the elections
in 201?/18 . To obtain assurance on compliance and prudence in the management of the election

operational|and financial systems.




CORPORATE SOCIAL RESPONSIBILITY (CSR)

The theme of the Commission CSR policy, “connecting with the voter” guides its CSR initiatives.
The initiatives are geared towards promoting positive attitude, Social and perceptional change
towards the Commission in order to realize its constitutional mandate.

During the period under review, the Commission partnered with Muhoroni Youth Football Club
based in Muhoroni- Kisumu County to undertake voter and civic education and encourage the
youth to embrace peace and unity in order to foster growth and development.

The Commission further organized tree planting drives where over 10,000 trees were planted in
various schools, grounds and institutions within the county. The initiative was in tandem with
president’s tree planting drive that was dubbed “Panda miti, jenga nchi” that was aimed at
increasing the forest cover in the country.

The Commission organized and supported conduct of school student council elections in primary,
secondary and tertiary institutions as a way of giving back to society as well as nurturing the young
minds to uphold democratic tenets at young levels and embrace the democratically elected
leadership.




The RPublic Finance Management Act, 2012, Section 81 requires the Accounting Officer to prepare
ffhanc al statements in respect of the Commission. which give a true and fair view of the state of
affairs |of the Commission at the end of each financial year and the operating results for that year.
This report shall contain financial information prepared in a form that complies with the standards
preseribed and published by the Public Sector Accounting Standards Board (PSASB).

The Actounting Officer is also required to ensure that the Commission maintains proper accounting
records| which disclose with reasonable accuracy at any time, the financial position of the
Commission.

The Accounting Officer is responsible for the preparation and presentation of the Commission’s
financial|statements, which give a true and fair view of the state of affairs of the Commission as at
the end of the financial year ended 30th June 2018. 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
accuracy at any time the financial position of the Commission; (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 Commission: (v) selecting and applying
approﬁriat accounting policies: and (vi) making accounting estimates that are reasonable in the
circumstanges.

The Accounting Officer accepts responsibility for the Commission’s financial statements, which
have b‘gew repared using appropriate accounting policies supported by reasonable and prudent
judgméhts nd estimates. in conformity with International Public Sector Accounting Standards
(IPSAS). and|in the manner required by the PFM Act. 2012 and the IEBC Act 2011.

The Accounting Officer is of the opinion that the Commission’s annual financial statements give a
true and fair \view of the state of Commission’s transactions for the year ended 30™ June 2018.
and of the Commission’s financial position as at 30" June 2018. The Accounting Officer further
confirms \;he ccuracy and completeness of the accounting records maintained for the Commission.
which have
as the adequ

n relied upon in the preparation of the Commission’s financial statements as well
of the systems of internal financial controls.

Nothing Has come to the attention of the Accounting Officer to indicate that the Commission will
not remain a going concern for at least the next twelve months from the date of this statement.

Marjan H.Matian

BB (I K



REPORT OF THE CHAIRPERSON

It gives me great pleasure to present the Commission’s Annual Financial Report for the 2017/2018
financial year.

During the 2017/2018 Financial Year, the Commission conducted the August 8" General Elections
and the Fresh Presidential Elections on 26t October 2017. The Commission implemented most of
the election activities detailed herein premised on both the Strategic Plan 2015-2020 and the
Elections Operations Pian (EOP).

During the 2017/2018 financial year, the Commission received Kshs. 27.9 billion for recurrent
expenditure from the National Treasury. The Commission collected Kshs. 10.5 million in form of
Appropriation in Aid (AlA). The funds have been applied to defray the 2017 operational and
election related expenditure.

The Commission was allocated Kshs. 32.6 billion in the 2017/2018 financial year under the
Recurrent Vote while the Commission incurred total expenditure of Kshs.31.9 billion of which
Kshs.3.7 billion relates to the elections pending bills.

My gratitude goes out to the National Government, the National Treasury, Parliament, the
Judiciary, other Commissions and Independent Offices, Development Partners, fellow
Commissioners and the staff of the Commission for their support towards fulfilling our mandate.

7

‘%@Ia W. Chebukati

Commission Chairperson
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON INDEPENDENT ELECTORAL AND
BOUNDARIES COMMISSION FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Independent Electoral and
Boundaries Commission set out on pages 20 to 41, which comprise the statement of
financial position as at 30 June 2018, and the statement of financial performance, statement
of ehanges in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained
nformation and explanations which, to the best of my knowledge and belief, were
ry for the purpose of the audit.

pinion, except for the effects of the matters described in the Basis for Qualified
section of my report, the financial statements present fairly, in all material respects,
ncial position of the Independent Electoral and Boundaries Commission as at 30

The statement of financial performance for the year ended 30 June 2018 reflects general
expenses amounting to Kshs.17,535,574,000. As disclosed in Note 11 to the financial
statements, the expenditure includes printing and advertising expenses of
Kshs.1,022,402,000. Included in the printing and advertising expenses is an amount of
Kshs.23,040,000 the Commission paid to five media houses and radio stations for airing
documentaries during the fresh presidential election in 2017. However, documentary
evidence provided revealed that the negotiated cost would have been Kshs.11,200,000. No
satisfactory explanation was provided for the extra payment of Kshs.11,840,000.

uently, the validity of the expenditure of Kshs 23,040,000 included in the general
expenses could not be confirmed.

Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018

Promoting Accountability in the Public Sector




2. Unsupported Expenditure on Event Organizing Services

The general expenses of Kshs.17,535,574,000 as disclosed in Note 11 to the financial
statements includes hospitality, supplies and services expenses of Kshs.2,183,189,000. The
latter include an amount of Kshs.36,186,728 which was paid to Wanderjoy Party World Ltd
in relation to provision of event organizing services. The Commission claimed to have used
a contract between the State Department of Interior and Wanderjoy Party World Ltd to
procure the firm for provision of the services. The Commission did not, however, provide
documentary evidence to prove that the State Department of Interior had carried out the
required procurement procedures before engaging the firm.

Consequently, the validity and propriety of the expenditure of Kshs.36,186,728 included in
the general expenses could not be ascertained.

3. Overpayment for National Tallying Centre

The expenditure of Kshs.2,183,189,000 on hospitality, supplies and services disclosed
under general expenses in Note 11 to the financial statements includes an amount of
Kshs.70,495,162 paid for hire of National Tallying Centre. The Commission sought to hire a
venue for the National Tallying Centre during the General Election in 2017 and identified
Bomas of Kenya as a suitable venue for the services. After negotiations between the two
parties, a contract between IEBC and the Bomas of Kenya was signed on 21 July 2017.

Examination of records revealed that the Commission paid Bomas of Kenya the amount of
Kshs.70,495,162.00 vide payment voucher No. 1196A dated 10 April, 2018. Included in the
payment were charges for the following components; security systems, accommodation for
commissioners and hire of projectors which were higher than the negotiated contract rates.
This resulted to an overpayment of Kshs. 27,482,162 which has not been recovered to date.

In the circumstances, the validity and propriety of the expenditure of Kshs.27,482,162
included in the hospitality, supplies and services under general expenses could not be
confirmed.

4. Irregular Procurement of Catering Services

Further, the expenditure of Kshs 2,183,189,000 on hospitality, supplies and services as
disclosed in Note 11 to the financial statements includes expenses relating to catering
services amounting to Kshs.691,526,310. The contracts were awarded to the service
providers based on predetermined rates issued from the Commission’s Headquarters and
in complete disregard to Article 227(1) of the Constitution which requires fairness, equity,
transparency, cost-effectiveness and competition in the process of procurement of public
goods and services.

In the circumstances, the validity of the expenditure of Kshs.691,526,310 incurred on
catering services by the county offices could not be ascertained. In addition, in the absence

Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018
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of a cdmpetitive procurement process for the catering services, it could not 9760be
confirmed whether there was value for money on the expenditure.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of the Independent Electoral and Boundaries
Commission in accordance with ISSAI 30 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. Except for the matters described in the
Basis for Qualified Opinion section of my report, | have determined that there are no key
audit matters to communicate in my report.

REPORT d}N LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusior“p

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

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
GOVERNANGCE

Conclusion |

|
|
|

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit procedures
performed, except for the matters described in the Qualified Opinion section of my report, |
confirm that, nothing else has come to my attention to cause me to believe that internal
controls, risk management and governance were not effective.

|
1

Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that | plan and perform the audit to obtain assurance about whether processes and
systems of internal control, risk management and 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 (Accrual
Basis) and for maintaining effective 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 and for its assessment of the effectiveness of internal control,
risk management and governance.

In preparing the financial statements, management is responsible for assessing the ability
of Independent Electoral and Boundaries Commission to sustain services, disclosing, as
applicable, matters related to sustainability of services and using the applicable basis of
accounting unless the management either intends to cease operations, or have no realistic
alternative but to do so.

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, 2015.

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
way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity 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

Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018
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materiél 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 addiﬁjon 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,
flnanC|al 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 regort in compliance with Article 229(7) of the Constitution.

Further, lin planning and performing the audit of the financial statements and audit of
compllance | consider internal control in order to give an assurance on the effectiveness of
internal qontrols 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 ¢ompliance with Article 229(7) of the Constitution. My consideration of the internal
control would not necessarily disclose all matters in the internal control that might be material
weaknesées under the ISSAIs. A material weakness is a condition in which the design or
operation lof one or more of the internal control components does not reduce to a relatively
low level ;he 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 control 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 policies and procedures
may deteriorate.

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

e |dentify énd assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, anqi 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,
intentioné] omissions, misrepresentations, or the override of internal control.

e Evaluate ihe appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

e Conclude bn the appropriateness of the management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty

. |
Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018
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exists related to events or conditions that may cast significant doubt on the ability of
Independent Electoral and Boundaries Commission 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 Commission to cease sustaining its services.

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.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Independent Electoral and Boundaries Commission to express
an opinion on the financial statements.

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 control that are identified during the audit.

| 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.

H(T0s

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

17 April 2019

Report of the Auditor-General On the Financial Statements of Independent Electoral and Boundaries Commission for the
year ended 30 June 2018
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\ STATEMENT OF FINANCIAL PERFORMANCE
For the Year Ended

Note 2017-2018

Kshs 000
Exchequer Issues 3 27,881,536
ppropriation-In-Aid 4 10,693
5 68

nts from International Organizations 6 -
0 al Incomes 27,892,297
dloyee Costs 7 (10,742,460)
> eciation & Amortization 8 (1,759,463)
2epairs & Maintenance 9 (220,950)
ating Expenses 10 (2,767,558)
aral Expenses 11 (17,535,574)
Expenditure (33,026,006)
it)/Surplus (5,133,709)

“ es on page 25 to 39 form an integral part of these financial statements.
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STATEMENT OF FINAN(

] ag
1Al L I\ 1 (

As at 30th June, 2018

Note
rrept Assets
sh and Cash Equivalents 12
n-Btchange Transactions Receivables 13
ts Receivables (ECK Recurrent) 14
Car Loan Accounts Receivable 15
n-Current assets
Plant & Equipment 16
Intangible Assets 17
Current |Liabilities
Acc \.Qnts Payable 18
Retentions & Other Deposits Payable 19
Total Current Liabilities
20

@ w_ o5

Obadlah K. Keitany

4

2017-2018 2016-2017
Kshs 000 Kshs 000
1,369,546 3,567,325

217,672 52,112
11,160 11,160
26,193 26.193

1,624,571 3,656,790

4,414,268 5,555,613
4,022 5,746
4,418,290 5,561,359
6,042,861 9,218,148
(4,429,917) 2 68D;742)
(37.085) :
(4,467,002)

1,575,859

1.274.355 1,227,206
(213.793) 4,919,908
515,298 352,286

1,575,859 6,499,399

™~

ICPAK M/ No. 3055

Director Finance

Wafula W. Chebukati

Commission Chairperson




STATEMENT OF CASH FLOWS

As at 30th June, 2018

Cash flows from Operating Activities:
Operating Surplus/(Deficit)

Recoveries by Exchequer

Adjustments for Non-Cash [tems:
Depreciation & Amortization

Prior Year Adjustment

Changes in Working Capital:

Decrease / (Increase) in Temporary Imprests
Decrease in Salary Advances

Increase in Mortgage Receivables

Increase in Prepayments

Increase in Car Loan Receivables

Decrease /(Increase) in AlA Receivables

Increase in Accounts Payables
(Decrease)/Increase Retentions & Deposits

Net Cash Flow from Operating Activities
Cash flows from Investing Activities:
Purchase of Property & Equipments

Sale of Property & Equipments

Increase in Staff Mortagage & Car Fund
Net Cash Flow from Investing Activities

Cash flows from Financing Activities:
Cash flows from Financing Activities
Net Cash Provided by Financing Activities

Net (Decrease)/Increase in Cash & Cash Equivalent

Cash & Cash Equivalent at Beginning
Cash & Cash Equivalents at the End

Note

13
13
13
13
13
13

18
19

16
16

2017/2018 2016/2017
Kshs 000 Kshs 000

(5,133,709) 4,235,061
- (84,326)
1,759,463 2,241,346

47,149 -
6,411 (10,866)
9 84
(148,736) (20,900)

(10,039) -
(13,049) (13,030)
- 38
1,749,177 2,046,287
(923) 122
(1,744,402) 8,393,816
(616,394) (5,336,401)
- 396
163,013 299,997
(453,380) (5,036,008)
(2,197,781) 3,357,808
3,567,327 209,519
1,369,545 3,567,327

The notes on page 25 to 39 form an integral part of these financial statements.

N
]
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STATEMENT OF CHANGES IN NET ASSETS

For the Year Ended 30th June, 2018

Mt:f‘:g:u:dc" Accum. Surplus General Fund Total
. KShs. 000 KShs. 00C KShs. 000 K$hs. 000
B ce| as at 30 June 2017 352,286 4,919,908 1,227,206 6,499,399
.! ‘ ‘ rt e Year - . (5,133,709) (5.133,709)
l“‘ - (5.133,709) 5,133,709 -
R ‘ g off variance - 8 - .
'l| ' “‘ ustment 47,149
ta “: ‘.. and Mortgage 163,012 - - 163,012
B ‘ t 30 June 2018 515,298 (213,793) 1,274,355 1,575,859
\

|

[
w
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COMBINED BUDGET EXECUTION STATEMENT

Actual on Comparable  Performance  Performance

Item Original Budget Adjustments Final Budget Basis Difference %

| a b c=a+b d e=d-c f=d/c %
RECEIPTS KShs '000 Kshs '000 KShs '000 Kshs '000 KShs '000 %
Exchequer Releases 22,855477 9,800,000 32,655477 27,881,536.14 4,773,941 85%
Nomination Fees,Sale of Tender
Registers & Maps and Fines & 5,000 - 5,000 10,693 (5,693) 214%
Penalties on Aspirants
Domestic & Foreign Grants 712,210 - 712,210 712,210.00 - 100%
Total Income 23,572,687 9,800,000 33,372,687 28,604 439 4,768,248 86%
PAYMENTS
Compensation of Employees 8,333,760 2,440,626 10,774,386 10,774,359.56 27 100%
Use of Goods and Services 12,062,369 5,319,694 17,382,063 14,182,127 .46 3,199,935 82%
Rent Paid 239,500 316,824 556,324 496,696.02 59,628 89%
Other Payments 2,224,848 1,722,856 3,947,704 3,197,035.19 750,669 81%
Crants & Subsidies Paid 712,210 - 712,210 712,210.00 - 100%
Total Expenditure 23,572,687 9,800,000 33,372,687 29,362,428 4,010,259 88%
Surplus /(Deficit ) - - - (757,989) 757,989 -

Note 22 on Budget Information & Other Disclosures provide explanations on the Statement of Budget Execution.
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atement of sompliance and basis of preparation — IPSAS 1

e Commission’s financial statements have been prepared in accordance with and comply

ith the International Public Sector Accounting Standards (IPSAS). The financial statements are

esented in Kenya shillings, which is the functional and reporting currency of the Commission

‘\ and all values are rounded to the nearest thousand (Kchs 000) which may in sorne cases make
the added decimal balances to vary. The accounting policies have been consistently applied in
all|the years presented.

| The financial statements have been prepared on the basis of historical cost, unless where stated

\ othlerwise. The cash flow statement is prepared using the indirect method. The financial

~ statements are prepared on accrual basis.

ary of Significant Accounting Policies:

enue Recognition - Revenue from Non-Exchange Transactions (Fees, Charges and
ines) — IPSAS 23

ommission recognizes revenues from nomination fees and fines when the event occurs
nd the asset recognition criteria are met. To the extent that there is a related condition
ed that would give rise to a liability to repay the amount, deferred income is recognized
instead of revenue. Other non-exchange revenues are recognized when it is probable that
fct::e economic benefits or service potential associated with the asset will flow to the
ission and the fair value of the asset can be measured reliably.

from Other Government Entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash. goods. services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the Commission and can be measured reliably.

Interest Income

Interest fncome is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrj}ing mount. The method applies this yield to the principal outstanding o determine
interest income each period

L -
the Qam

=v\":vrtati
\

ission. The Commission has adopted the standard which requires budget

v O be presented in the financial statements
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NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30t June 2018

c) Taxes—IlAS12
Income tax

Income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the tax authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted, at the reporting date in the
area where the Commission operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net assets
and not in the statement of Financial Performance. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations
are subject to interpretation and establishes provisions where appropriate.

d) Property, Plant and Equipment — IPSAS 17

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acauisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the Commission recognizes such parts as individual assets with specific useful lives
and depreciates them accordingly.

Likewise, when a major inspection is performed, its cost is recognized in the carrying amount
of the plant and equipment as a replacement if the recognition criteria are satisfied. All other
repair and maintenance costs are recognized in surplus or deficit as incurred. Where an asset
is acquired in a non-exchange transaction for nil or nominal consideration the asset is initially
measured at its fair value.

The depreciation rates are 30% for Computers, 25% for motor vehicles, 12.5% for office
equipment and 12.5% for furniture and fittings on reducing balance basis.

e) Intangible Assets — IPSAS 31
Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair vaiue at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses.

Internally generated intangible assets, excluding capitalized development costs, are not
capitalized and expenditure is reflected in surplus or deficit in the period in which the
expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

The amortization rate for intangible assets of the Commission is 30% on reducing balance
basis.
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ognized as intangible assets when the Commission can demonstrate:

The technical feasibility of completing the asset so that the asset will be available for use or sale
Its intention to complete and its ability to use or sell the asset

How the asset will generate future economic benefits or service potential

The availability of resources to complete the asset

The ability to measure reliably the expenditure during development

economic| benefits or service potential is remote

Co

The Commission does not recognize a contingent asset, but discloses details of a possible asset whose
existence ig contingent on the occurrence or non-occurrence of one or more uncertain future events not

t Assets

wholly within the control of the Commission in the notes to the financial statements. Contingent assets
are assesse:
statements!

¢ontinually to ensure that developments are appropriately reflected in the financial

If it has become virtually certain that an inflow of economic benefits or service potential
[



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30 June 2018

will arise and the asset’s value can be measured reliably, the asset and the related revenue are recognized
in the financial statements of the period in which the change occurs.

h} Nature and Purpose of Reserves

The Commission creates and maintains reserves in terms of specific requirements. Commission to state
the reserves maintained and appropriate policies adopted.

i) Changes in Accounting Policies and Estimates — IPSAS 3

The Commission recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

j) Employee Benefits — IPSAS 25

Retirement Benefit plans

The Commission provides retirement benefits for its full-time employees. It operates a defined
contribution plan which is a post-employment benefit plan under which the Commission pays fixed
contributions into a separate Commission (fund), and will have no legal or constructive obligation to
pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become payable.
The Scheme is administered by ICEA Lions Asset Management Ltd.

k) Foreign Currency Transadtions — IPSAS 4

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date
of the transaction. Trade creditors or debtors denominated in foreign currency are reported at the
statement of financial position reporting date by applying the exchange rate on that date. Exchange
differences arising from the settlement of creditors, or from the reporting of creditors at rates different
from those at which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

1) Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily convertible
to known amounts of cash and are subject to insignificant risk of changes in value. Bank account balances
include amounts held at the Central Bank of Kenya and at varivus conmvercial banks at the end of the
financial year.

m) Comparative Figures

Comparative figures for the year have been provided.

[
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nagement to make judgments, estimates and assumptions that affect the reported amounts of
enues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the
orting period. However, uncertainty about these assumptions and estimates could result in outcomes

\ that require a material adjustment to the carrying amount of the asset or liability affected in future
\ "

ing date, that have a significant risk of causing a material adjustment to the carrying amounts of
and liabilities within the next financial year, are described below. The Commission based its
ptions and estimates on parameters available when the financial statements were prepared.
ver, existing circumstances and assumptions about future developments may change due to

The condition of the asset based on the assessment of experts employed by the Commission

 » |The nature of the asset. its susceptibility and adaptability to changes in technology and
" rocesses
he nature of the processes in which the asset is deployed
. vailability of funding to replace the asset
\o hanges in the market in relation to the asset



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30™ June 2018

3. Exchequer Issues

2017-2018 2016-2017
Shs 000 Shs 000

Recurrent Exchequer Releases:
Total Exchequer Received in Q1 11,074,284 760,000
Total Exchequer Received in Q2 13,124,952 1,255,000
Total Exchequer Received in Q3 2,481,500 3,010,000
Total Exchequer Received in Q4 1.200,800 14,798,900
Total 27,881,536 19,823,900

There was no exchequer release for development vote since there was no development

expenditure.

4. Appropriation in Aid (AlA)

2017-2018 2016-2017
Shs 000 Shs 000
Nomination Fees & Charges Collected 530 109,983
Sale of Tender Documents, Registers & Maps 3,514 19,308
Fines & Penalties on Aspirants 6,650 2,500
Total 10,693 131,791
5. Interest Income
2017-2018 2016-2017
Shs 000 Shs 000
Interest earned during the Year 68 2,314
Total 68 2,314

The Commission received interest of USD 673.66 in the 201 7/2018 financial year as interest
earned from call deposits held at Kenya Cormmercial Bank. The interest has been converted
inlo Kenyan Shillings at a Central Bank of Kenya rate of Kshs,101.05 per USD. This is the

rale that was prevailing at the end of the 2017/2018 financial year.

" JEBC REVISED FINANCIAL STATEMENTS



Develppment Programme (UNDP) through Direct Implementation Method amounting to
s. 712 Million. In compliance with IPSAS 23, the Commission discloses the economic

b::‘eﬂ in the notes to the financial statements since the benefits were not received as
actual transfers of cash but in kind.

\ ; 2017-2018 2016-2017
(R « Shs 000 Shs 000
Salaries & Wages Permanent Employees 1,158,225 1,162,970
Salaries & Wages Contractual Employees 7.164,536 1,945,570
Personal Allowances 1,460,261 783,860
Contributions to Pensions & Health Schemes 133,873 128,067
Domestic Travel & Subsistence & Other 690,710 718,224
Foreign Travel & Subsistence 117,285 71,787
Gratuity to|Staff 17,570 203
‘\“" Total 10,742,460 4,810,680

8. Depi and Amortization Expense
2017-2018 2016-2017
Shs 000 Shs 000
Property. Plant & Equipment 1,757,739 2,238,883
intangible Assets 1.724 2,463
R | Total 1,759,463 2,241,346
|



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30" June 2018

9. Repairs & Maintenance Expenditure

Routine Maintenance of Vehicles

Maintenance of Software

Routine Maintenance -Other Assets
Total

10. Operating Expenses

Bank Services, Commission & Charges
Contracted Guards

Membership Fees, Dues & Subscriptions to Profe
Legal Dues, Arbitration & Compensation
Contracted Technical services

Witness Expenses

Parking Charges

Total

11. General Expenses

Utilities, Supplies & Services

Communications, Supplies & Services

Printing & Advertising

Rentals of Produced Assets

Training Expenses

Hospitality Supplies & Services

Insurance Costs

Specialized Materials & Supplies

Office & General Supplies & services

Fuel, Oil & Lubricants

ICT Networks & Communication
Total

w
N

2017-2018 2016-2017
Shs 000 Shs 000
82,683 199,032
25,234 1,856
113,033 305,908
220,950 506,796
2017-2018 2016-2017
Shs 000 Shs 000
. 4
12,472 13,063
6,014 6,513
2,715,352 524,068
27,835 157,685
234 32
5,652 5,652
2,767,558 707,017
2017-2018 2016-2017
Shs 000 Shs 000
11,094 7,231
991,498 119,023
1,022,402 287,297
6,336,488 1,164,599
1,172,609 1,508,133
2,183,189 11,324
240,107 214,102
2,648,372 3,770,347
119,865 275,666
95,640 115,792
2,714,309
17,535,574 7,473,513
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KCB
KCB
KCB
KB
KCB
KCB
KCB
KCB
KCB
KCB
KCB
KrCB
KCB
KCB
Kce
KB
KCB IE

KCB IE

KCB 1E ajiado A/c - 1212407435
KCB IEBC Kdricho A/c - 1212840767
KCB IEBC Bamet A/c - 1116805243
KCB IEBC Kakamega A/c - 1116744694
KCB IERE Vikiga A/c- 1212361087
KCB IEBEC Bungoma AJVc -

KCe IEB faA/c -1213393167
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and Bank

2017-2018
KSh 000

2016-2017
KSh 0QO

BC Mombasa A/c - 1116811162

C Kwale A/c - 1212387787

C Kilifi A/c - 1116804042

C Tana River A/c - 1212382645
Lamu A/c - 1213649188

Taita Taveta A/c- 1213372356
C Garissa AVc - 1116817365

Wajir A/c~- 1116539934
Mandera A/c - 1116539934
Marsabit A/c - 1212713311
Isiclo A/c - 1116800543

Meru A/c - 1116774127
Tharaka Nithi A/c - 1213689465
Embu A/c - 1213760620

Kitui AVc - 1213362768
Machakos A/c - 1116791366
Makueni A/c - 1213508398
Nyandarua A/c - 1213379695
Nyeri A/c - 1116756439
Kirinyaga A/c - 1213919738
Murang'a A/c - 1213929717
Kiambu AVc - 1116811553
urkana A/c - 1213415977

est Pokot A/c - 1213417163
Samburu A/c - 1214135293

rans Nzoia A/c - 1214152538
asin Gishu A/c - 1116791110
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CIEM Baringo A/c - 1213382173
¢ ikipiea AVc - 1213935350

< Nlakuru Av/c - 1116816857

1214158560
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rrent Avc -
bsit AU c
CEBK IEBC Pevdlopment A/c

KCB IEBC Q,n'hlu rsity Way Avc -

1000181729
10001819231

6,422
<+.614
22,102
S.669
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20,323
7.477
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o
13,021
10,294
2,102
3.279
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8,503
9,190
4.857
25.574
5.049
12.373
17.049
10
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425
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5,034
52
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12,660
26€6.685
15.928
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6.021
21.794
40.124
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200.015
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141,606
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7,521

20,809

61,150
137.419

230,259
142.428

w
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3946.404
325.640
38.008

3.567.333



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30" June 2018

13. Receivables from Non-Exchange Transactions

2017-2018 2016-2017
Shs 000 Shs 000
Temporary Imprests 5,985 12,396
Salary Advances 381 390
Prepayments 10,039 -
Mortgage Receivables 169,636 20,900
Car Loan Receivables 26,079 13,030
AlA Receivables 5,552 5,396
Total 217,672 52,112
14. ECK Accounts Receivable
2017-2018 2016-2017
Shs 000 Shs 000
Advances 9,215 9,215
Imprests 1,945 1,945
Total 11,160 11,160

The uncleared balances of Kshs 11,160,000 consist of staff salary advances and imprests
that the Commission is required provide evidence that the outstanding amounts were

recovered from the former ECK staff.

15. Car Loan Accounts Receivable

Debtors Outstanding Loan

Total

2017-2018 2016-2017
Shs 000 Shs 000

26,193 26,193

26,193 26,193

The debtors outstanding relates to recoveries made from final dues to defunct ECK

Staff and Commissioners that were retained by the National [reasury.

34| IEBC REVISED FINANCIAL STATEMENTS



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended|30® Uune 2018

Equipment Movement Schedule (Ksh.000)

! Computers & Office Fumiture and

\ ak \ Office Buildings £q Motor Vehicles q Fittings Totals
Cost: \
As at 1stJuly 2017 1 132,806 13,823,684 703,086 360,298 83,313 15,103,186
Additions 598,393 14 5,889 12,098 616,395
As at 30th June, 2018 \ 132,806 14,422,077 703,100 366,187 95,410 15,719,581
Depreciation:
As at 30th June 2017 \ . (8,805,174) (547,293) (155,705) (39,805) {9,547,977)
Charge for 2017/18 (1.685.766) (38.952) (26,071) (6.951) (1.757.739)
As at 30th June, 2018 (10,490,940) (586,245) (181,776) (46,756) {11,305,716)
Net Carrying Amount:
As at 30th June 2018 132,806 3,933,453 116,855 182,500 48,655 4,414,268
As at 30th June, 2017 13 ‘. 132,806 5,020,826 155,793 202,681 43,507 5,555,613




NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 30" June 2018

17. Intangible Assets Movement Schedule

2017-2018 2016-2017
Kshs. '000 Kshs. '000
Cost:
As at 1" July 66,851 66,851
Additions - -
As at 30th June, 2018 66,851 66,851
Amortization:
As at 1°' July (61,105) (58,642)
Charge for the Year (1,724) (2,463)
As at 30th June, 2018 (62,829) (61,105)
Net Carrying Amount 4,022 5,746

The Intangible Assets consists of Elections transmission system, Exchange server systemns,
OMR scanner software, SPSS software, QuickBooks software, Security Access Control
System and related licenses.

18. Recurrent Acoounts Payable
2017-2018 2016-2017
Shs 000 Shs 000
Accounts Payables b/f 2,680,742 634,455
Financial Year Pending Bills 3,703,926 2,333,923
Bill paid during the Year Ended 30th June (1,954,750) (287,637)
Total 4,429,917 2,680,742

The Commission paid pending bills of KShs. 1,954,750,003.00 in the financial year under
review and related to General Election services and supplies.

"IEBC REVISED FINANCIAL STATEMENTS
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19.! Retentions and Deposits Payable
\ \ 2017-2018 2016-2017
\\ \ Shs 000 Shs 000
ing Balance 38,008 37,886
Retention Fees & Other Deposits Withheld 2,588 1,036
Retention Fees & Deposits Paid (3,511) (914)
\ Total 37,085 38,008

“‘t\% \
The r

retentions and deposits withheld includes monies retained by the Commission from
construction companies who are yet to complete the construction works, amounts held by the
Commission for suppliers that were partly paid by UNDP and refundable deposits on hired ballot
boxes and other equipment.

20. N age & Car Loan Fund
“ 2017-2018 2016-2017
\ \ Shs 000 Shs 000
HFCK Mortgage Bank Balance 93,376 179.100
HFCK Car Loan Bank Balance 200,015 113,064
Mortg*p ceivables 169.636 20.900
Car Loan Receivables 26,079 13,030
ECK Car Loan Receivables 26,193 26,193
'g | Total 515,299 352,287

of Keny}and was set up in the 2016/2017 financial year. The outstanding balance of KShs.26.193
million relat

is not aware of any matter or circumstances arising after the end of the financial
£ - - . . . . N .

year. not efwise dealt with in the financial statements, which would significantly affect the

financial p@sitidn and the results of its operations as laid out in these financial statements
\
‘s



NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 30" June 2018

22. Budget Information & Other Disclosures

The Commission received an additional budget of Kshs 9.8 billion during the supplementary budget
to finance the Fresh Presidential Election.

The Commission realized 214% in AlA from nomination fees, fines and penalties from aspirants
during the election period.

The Commission did not undertake any development projects in the 2017/2018 financial year as it
focused on General Election activities.

The AIA Foreign Grants were received in kind from the Development Partners under Direct
Implementation Methodology (DIM).

23. Contingent Assets & Liabilities

IPSAS 19 prescribes the accounting treatment for provisions, contingent liabilities and contingent
assets and defines their identification and recognition. During the 2017-2018 financial year, the
Commission was awarded costs amounting to Kshs.59,854,000.00 (taxed costs) and
Kshs.205,060,000.00 (capped costs). However, collection of capped costs will require taxation
before determination of actual amount collectable. Further, some petitions were filed by indigent
litigants acting as surrogates for politicians out to cushion themselves against award of costs. This
makes the awards qualify as contingent assets.

The Commission recognizes a possible future obligation of Kshs. 337,351,000.00 to pay 2013
General Election pending bills which have not been validated by the National Treasury’s internal
audit department or have pending court cases. The Commission also recognizes possible future
obligations relating to legal fees on pending court cases and gratuities payable to staff members
who are on a term contract.

24. Employee Benefits: Defined Contribution Scheme

IPSAS 25 prescribes the accounting and disclosure requirements for emplioyee benefits and
establishes the matching principle that the cost of the employee benefits should be recognized in
the period in which the employee provides the services to the entity and not when they are paid
or become payable. The Commission runs a defined contribution pension scheme. The assets of
the scheme are held In a separate trustee adminlistered fund, which is funded by contributions from
both the Commission as the employer at 15% and employees at 7.5% of basic salary. The scheme
is currently managed by ICEA Lion Asset Management.

{he Commission’s contributions to the above scheme are charged to the income and expenditiire

account in the period to which they relate.
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i 2017-2018 2016-2017
\\ Shs 000 Shs 000
Balance at Beginning of the Year 1,524,750 1,145,062
Ccyi‘ntri tion During the Year 232,835 228,305
Benefits|Payable to Seceding Members (29,427) (24,393)
Ne* Returns on Investments 173,585 180,121
Administrative Expenses (3,974) (4,346)
N‘“ nce at the End of the Year 1,897,769 1,524,750

Und# the terms of their appointment, ICEA LION Asset managers (Kenya) Limited are responsible
for the inyestment of the scheme’s funds. However, the overall responsibility and performance lies
with the tiustees.

r of Employees

The average number of permanent and pensionable employees for the Commission as at 30t June,
2018 s#md t eight hundred and ninety three (893). The Commission however engages contractual
staff on a need basis.

29,

26. E ax Status

The Commission is a government agency. fully funded by the government and is therefore tax
exempt. The|Commission pays taxes as per the regulations.



PROGRESS ON FOLLOW UP OF AUDIT RECOMMENDATIONS

Reference No.
on External
Audit Report

Auditor General
Report of 23 rd

May 2016.

Auditor General

Report of g5
May 2016.

Auditor General

Report of 25™
May 2016.

Auditor General

Report of 23
May 2016.

Auditor Ceneral

Report of 23"
May 2016.

Auditor General

Report of 23"
May 2016.

Auditor General

Report of vE
May 2016

Auditor General
Report of March
2017.

40|

Issue / Observation
from Auditor

Irregular Procurement and

payment of Additional
4600 Electronic Voter
Identification Devices
(EVIDs).

Irregular Payment for
transportation of Election
Materials

Unsupported pending bills.

Transfer of Computer
Equipments to Burundi.

Loss of BVR Kits,
Cenerators and Solar
Panels.

Inaccurate pending bills.

Irregular procurement of
election materials due to
lack of approved
procurement plan for the
year.

The basis upon which rales

for the provision of the
BVR System vendor
support and maintenance
were determined was not
explained.

Management Comments

The payment of the handheld EVIDS
were procured within the law and
payment were based on subsisting
contract between the parties and not

the subject of variation

Mr. Abdullah Yusuf Farah swore an
affidavit claiming that he was also the
owner of the Alhamdul Company.
The commission is streamlining its
records management system.

The commission provided the
payment vouchers as requested and
are available for audit verification

The commission disposal committee
approved the disposal since the
devices were obsolete. Public
Procurement and Disposal procedure

was followed.

Matter is still under investigation.
Generator s and solar panels were
inherited from the defunct ECK
without proper handing reports.

The invalidated pending bills at the
regional offices and the head office
have been disclosed as contingent
liabilities in line with IPSAS 19.
Reconciliation has been done.

The priorities were in the

procurement plan. The procurement
plan was available for review.

The rales were determined through a
negolialed process as per the PPDA
act 2005 and PPD Regulation 2006.

Focal point
Person to
Resolve the
Issue.

CEO

Ezra Chiloba

CEO
Ezra Chiloba

CEO
Ezra Chiloba

CEO
Ezra Chiloba

CEO
Ezra Chiloba

CEO
Ezra Chiloba

CEO
Ezra Chiloba

DICT
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Status

Awaiting
response from
Public Accounts
Committee
(PAC).

Awaiting
response from
Public Accounts
Committee
(PAC).

Awaiting
response from
Public Accounts
Committee
Awaiting
response from
Public Accounts
Committee
(PAC).
Awaiting
response from
Public Accounts

Committee
(PAC).

Awaiting
response from
Public Accounts
Committee
(PAC).
Awaiting
response from
Public Accounts
Committee
(PAC).
Awaiting
response from
Public Accounts
Committee
(PAC).

Time
frame

201718

2017/18

2017/18

2017/18

2017/18

201718

201718

2017/18



Marjan H.

mal Auditor
Auditor|General  The BVR SLA contract

(1) of the constitution of
Kenya, 2010

Auditor Géneral  Irregular Payment of Legal
Report of March  Dues, Arbitration &
Compensation

eral - Use of Law Firms that were
not Prequalified.

Auditor

Report
2017.

Auditor

valid contracts.

Nugatory payments resulting
Report of March|  into wasteful expenditure.
2017.

Late deliveries election
materials amounting to
Kshs.26,696,006.00

Auditor GeLaﬂ

Report of
2017.

Auditor Gen Procurement of air tickets
Report of M otaling to Kshs.9,
2017. 47,782 .00 through direct

drocurement contrary o
ection 74 (3) of the Public
ocurement and Disposal

J

Ag. Cornmig

Issue / Observation from

Legal Representation without

Management Comments

Direct Procurement method which is

of March contents were altered contrary allowed under the PPDA 2005 Section 2,
to requirements of Article 227 74 and 75 with all the necessary

approvals and justification.

The additional pending bills paid were

paid with due approvals and adequately

support based on ARO
A detailed list of all legal fees paid is
attached for your verification.

The Commission has used the
prequalification lists of other public

entities as is permissible under section 32
of the now repealed Public Procurement

and Disposal Act, 2005.

Letter of instructions duly signed based on DLPA

the ARO.

Contract attached for verification.

Court award attached for verification.

Items which were not issued for the by-
election were subsequently used in
continuous voter registration exercise.

The tickets were procured directly from
vendors who are registered by LA.TA.

Focal point  Status Time
Person to frame
Resolve the
Issue.
DICT Awaiting response 2017/18
from Public
Accounts
Committee (PAC)
DLPA Awaiting response 2017/18
from Public
Accounts
Committee (PAC)
DLPA Awaiting response 2017/18
from Public
Accounts
Committee (PAC)

Awaiting response 2017/18
from Public

Accounts

Committee (PAC).

DICT/CEO  Awaiting response 2017/18
from Public
Accounts

Committee (PAC)

DSCM Awaiting response 2017/18
from Public
Accounts

DSCM Awaiting response 2017/18
from Public
Accounts
Committee (PAC).

MO
Wafula W. Chebukati
Commission Chairman




