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REPORT OF THE AUDITOR-GENERAL ON POLITICAL PARTIES FUND FOR THE
YEAR ENDED 30 JUNE 2014 :

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements Political Parties Fund set out on
pages 1 to 10, which comprise the statement of financial assets and liabilities as at 30
June 2014, and the statement of receipts and payments, statement of cash flow and
statement of comparative 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 8
of the Public Audit Act, 2003. | have obtained all the information and explanations, which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

Management’s Responsibility for the Financial Statements

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

The management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 6 of the Public Audit Act,

2003.
Auditor-General’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Fund’s internal control. An audit also includes evaluating the appropriateness of




accounting policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Political Parties Fund as at 30 June 2014, 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 Political Parties Act, 2011.

Emphasis of Matter
| draw your attention to the following matter.

The statement of receipts and payments reflected Kshs.3,908,863.00 under purchase of
goods and services which includes a total of Kshs.941,855.00 paid as pending bills
incurred in the previous years by Independent Electoral and Boundaries Commission
(IEBC). The pending bills were in respect of advertisements carried by the media houses
under Political Parties Fund Account. However, IEBC had not confirmed whether there
were other bills not yet settled relating to previous years. My opinion is not qualified in
respect this matter.

H(B50uLes

Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

23 December 2014
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_+ POLITICAL PARTIES FUND
REPORTS AND FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED JUNE 30, 2014

. FUND INFORMATION AND OVERALL PERFORMANCE

1.1 Name and Registered Office
Name:
Political Parties Fund

Objective:
The key objective of the fund is for purposes compatible with democracy

Address:
The fund headquarters are at the Office of Registrar Political Parties Lion Place lst Floor, Off

Waiyaki Way, P.O. Box 1136 — 00606 Nairobi County, Kenya.

Contacts:

Office of Registrar Political Parties
Telephone: (254) (0)4272000
E-mail: rpp@iebc.or.ke

Website: www.iebc.ke

1.2 Fund Information

TFund Start Date: 1 July 2009
Fund Manager: | Registrar of Political Parties
Fund Sponsor: National Government as may be provided by Parliament

1.3: Fund Overview

Line Ministry/State | Office of Registrar of Political Parties
Department of the
fund

I'und number N/A

Strategic goals of the | The strategic goals of the fund are as follows:
fund i, Promote representation, participation and active participation of
citizens in political life
ii.  Covering political party election expenses and broadcasting party
policies
iii.  Civic education in democracy and other electoral processes
iv.  Bringing political parties influcnce to bear on the shaping of public
opinion
v.  Administrative and staff expenses

ii




POLITICAL PARTIES FUND
REPORTS AND FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED JUNE 30, 2014

Achievement of
strategic goals

The fund management aims to achieve the goals through the following

means:
i, Promotion of representation of women and persons with disabilities,

youth ethnic , other minorities and marginalised communities

Promotion of active participations of individual citizens in political

life

Utilize for political party election expenses and broadcast of policies

Conduct civic education and democracy

il

iil.

V.
v.  Shape public opinion
vi.  Payment of administrative and staff expenses

Other important
background
information of the
fund

Current situation that
the fund was formed
{o intervene

_Fund duration

1.4: Bankers

The Political Parties Act, 2011 provides that the source of the Fund are such
funds not being less than zero point three per cent of the revenue collected by
the National Government as may be provided by Parliament.

The Fund is distributed as follows 95% to political parties as per the law
and 5% to administer the fund.

A political party shall not be entitled to receive funding if:

i.  The party does not secure at least five percent of the total number

of votes

More than two-thirds of its registered 0
gender.
nd shall not be spent on:
Remuneration, fees, rewards, a
or supporter except staff,
Financing expenses contrary to code of ethics for public officers,
Establishing any business or acquiring or maintaining any right or
financial interest, and
Any purpose contrary to promoting multi-party democracy and

1. ffice bearers are of the same
The fu

1 llowances or any benefit to a member

ii.
111,
1v.
electoral processes

The fund was formed to intervene in the following areas:
i, Foster democracy in line with the Constitution and Vision 2030

i Promote representation of women, youth , minority and marginalized

communities
iii.  To address the uneven playing ground for free and fair election

iv.  To promote civic education and good governance

S

The Fund was established by an Act of Parliament

The following is the banker for the current year:

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
Nairobi, Kenya

il
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LITICAL PARTIES FUND
REPORTS AND FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED JUNE 30, 2014

1.5:  Auditors

The fund is audited by the Auditor General:
Kenya National Audit Office

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

1.6:  Roles and Responsibilities
List the different people who will be working on the fund. This list would include the fund manager

and all the key stakeholders who will be involved with the fund. Also, record their role, their
positions, and their contact information.

Names Title designation
Lucy Kamunye Ndungu Registrar of Political Parties
Joel Nyagwoka Onchwati _ Principal Finance Officer
Dinah Anyango Liech 7 Assistant Director Human Resources
| Juliet Wanjiku Murimi Manager Political Parties
John Mwai Macharia _ Chief Accountant |
Veronicah Ndinda Muasya Chief Internal Auditor
Joseph Kanja Kariuki Senior Economist
John Okumu Tako _ Senior Supplies Chain Management Assistant

1.7: Summary of Overall Fund Performance:

i.  Budget performance against actual amounts for current year and for cumulative to-date:

Year B 2009/10 | 2010/2011 | 2011/12 | 2012/13 | 2013/14
Allocation (kshs. Millions) 200 200 250 240 205
Expenditure (kshs. Millions) 132 191 286 224 202
Variance (kshs. Millions) 68 5 (36) 16 3

The budget annual allocation since the fund commenced is tabulated as above. The fund for the year
under review was Kshs. 205.2 Million. Ninety five percent (95%) of the fund was distributed to
political parties and 5% was utilized for the administration of the Fund.
ii.  Physical progress based on outputs, outcome and impacts since fund commencement,

There has been significant progress since the establishment of the Fund, based on outputs, outcomes
and impact. The Fund has fostered interparty relations; Created awareness on the Constitution, clectoral
laws and laws governing political parties; promoted representation of women and persons with
disabilities, youth ethnic , other minorities and marginalised communities. In addition the Fund has
increased individual citizen participation in political life hence shaping public opinion.

v
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iii. Comment on value-for-money achievements,

The organisation and management of political parties in Kenya has improved. It has also enabled
political parties to achieve a level of financial independence and fostered dialogue among political
parties.

iv.  Implementation challenges and recommended way forward

Implementation Challenge:

Fund Allocation : Section 24 stipulates that the Fund will receive “Such funds not less than zero point
three per cent of the revenue collected by the government or as may be provided by the Parliament’".
In the financial year under review, the Fund was allocated 205.2 million which does not comply with

the provision of the Act.

Implementation Challenge:
Political parties lack adequate capacity to manage the resources in accordance with the Government \

Financial Regulations.

Way Forward:
The National Treasury to provide funds as stipulated by law.
Enhance capacity of political parties fund managers.

1.8 Summary of Fund Compliance

Significant cases of non-compliance with applicable laws and regulations, and essential external
financing agreements/covenants include:

There was significant compliance with laws and regulations

Below is a list of consequences suffered or likely to be suffered on account of non-compliance

i. Issue a warning letter

i.  Withhold funds

iii.  Suspend the registration

iv. Deregistration

The Office has undertaken mitigation measures to alleviate the adverse effects of actual or potential
consequences of non-compliance through issuance of notices and circulars to political parties to
demand compliance. The office is planning to conduct induction for the financial managers on public

finance management.

Vv
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STATEMENT OF FUND 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 office of the Registrar of Political Parties shall prepare financial
statements in respect of that the accounting unit. Section 81 (3) requires the financial statements so
prepared to be in a form that complies with relevant accounting standards as prescribed by the Public

Sector Accounting Standards Board of Kenya from time to time.

The Registrar of Political Parties is in charge of the office of the Registrar of Political Parties and is
responsible for the preparation and presentation of the financial statements, which give a true and fair
view of the state of affairs of the office for and as at the end of the financial year ended on June 30,
2014. 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; (i) 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 office of the Registrar
of Political Parties; (v) selecting and applying appropriate accounting policies; and (vi) making
accounting estimates that are reasonable in the circumstances.

The Registrar accepts responsibility for the 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) and relevant legal framework of the
Government of Kenya. The Registrar is of the opinion that the financial statements give a true and fair
view of the state of transactions during the financial year ended June 30, 2014, and of the financial
position as at that date. The Registrar further confirms the completeness of the accounting records
maintained for the office, which have been relied upon in the preparation of the financial statements as
well as the adequacy of the systems of internal financial control.

The Registrar confirms that the office has complied fully with applicable Government Regulations and
the Political Parties Act and that the entity’s funds reccived during the year under audit were used for
the eligible purposes for which they were intended and were properly accounted for. Further the
Registrar confirms that the 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 Political Parties Fund’s financial statements were approved and signed by the Accounting Officer

on .,_zq/q | 2014,

John M.Machariﬁ

ir,rucy K. Ndungu, EBS
Chief accountant

Registrar of Political Parties
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