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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The Orange Democratic Movement was formed in 2007 as a political party after meeting the
registration requirements under the newly established Registrar of Political Parties office.
The National Executive Committee is responsible for the general policy and strategic
dircction of the Party.

(b) Principal Activities

The organization’s principal activity is to strive to establish a Government of Kenya based
on democratic and good governance and constitutional principles of a pluralistic democracy
whilst promoting rule of law.

(¢) Key Management
The Orange Democratic Movement day-to-day management is under the following key
organs:
- Secretary General ;
- Executive Director
- Pinance & Administration Director
- Other Directors and Managers
- Accountant
(d)  Fiduciary Management

- Ape . L 3 b
I'he key management personnel who held office during the financial year ended 30" June
2018 and who had direct fiduciary responsibility were:

No. Designation ‘ LI_Vamc -
1 _ | Chairman | Hon. John Mbadi -

2, Secretary General _ . Hon. Edwin Sifuna ]
3 Organizing sccretary Hon. Abdikadir Aden
LT __| Executive Director _ | Mr. Oduor Ong'wen
3., National Treasurer . Hon. Timothy Bosire

(e) Fiduciary Oversight Arrangements
- Audit and finance committee activities

The audit committee helps the National Executive Committee with corporate governance. It
is a creation of the National Executive Committee of the party. Its membership is comprised
of the Treasurer and two deputies, the chairperson of the Finance & Resource Mobilization
and the chairperson of the Strategic Planning Committee. The primary role of the audit
committee is to assist the National Executive Committee with its corporate governance
oversight responsibilities in ensuring that:
* External Auditing processes are carried out independently without interference so as to
guarantee the integrity of the party's financial statements,
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* Regulatory and Legal requirements of the government inclusive of the Orange
Democratic Movement code of conduct are in total compliance at all levels of the
government,

* Risk management to assure that the allocation of the party's resources are optimized
and conforms to the party's goals and objectives.

However [rom time to time. the audit committee may be called upon to address specilic
issues that fall outside of its primary role by the National Executive Committee.

Risk Management Policy

Effective risk management begins with the understanding, by everyone in the organization,
that the effort is important. and that everyone is expected to uphold that effort. Orange
Democratic Movement is subject to certain risks that affect our ability to operate, serve our
clients, and protect assets. ‘These include risks to employees and volunteers, liability to
others, and risks to property.

Controlling these risks through a formal program is necessary for the well-being of the
organization and everyone in it. The jobs and services the party provides the safety of the
workplace and other benefits all depend to an extent on our ability to control risks.
Management has the ultimate responsibility to control risks. Control includes making
decisions regarding which risks are acceptable and how to address those that are not. Those
decisions can be made only with the participation of the entire workforce, because each of
us understands the risks of his or her own tasks better than anyone else in the organization.
Each is responsible for reporting any unsafe conditions they see. Also, each is encouraged to
suggest ways in which we can operate more safely.

We are committed to the careful consideration of everyone's suggestions, and to taking
appropriate action to address risks. Accidents and other situations involving loss or near-loss
will be investigated as part of the effort to manage risks. Every employee's and volunteer’s
performance is evaluated, in part, according to how he or she complies with this policy.

Purpose

The purpose of this policy is to ensure that risks to Orange Democratic Movement are
identified. analyzed, and managed so that they are maintained at acceptable levels. Risks to
the confidentiality, integrity, and availability of both party information and assets are
considered.

ODM Risk Management Mission Statement

The Orange Democratic Movement has a moral and legal duty to its membership,
employees, and to party assets. We continue to meet our duty by ensuring that risk
management plays an integral part in sound governance at both a strategic and operational
level.

The National Executive Committee of the party will support the risk management efforts
through setting policy and providing broad guidance on goals and objectives. However, risk
management is an active process that requires cooperation by all directors, employees,
and—where appropriate-- the larger party membership. To that end, the National Executive
Committee accepts that it must take a leadership role in seeing that appropriate measures are
undertaken.
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ODM Risk Management Goals Statement

The National Exccutive Committee authorizes the establishment of a Risk Management
Committee, which shall consist of Five members, the party treasurer, a member trained on
fire and emergency, a member trained on public works management, and two NEC
Members ( to be selected by the National Executive Committee for five-year terms). The
Committee shall be chaired by the party treasurer, and its responsibilities shall be:

e Identifying and assessing risks

e Sclecting and implementing risk control and linancing measures

e Periodically reviewing risk management efforts and reporting to the National Exccutive
Committee

Ihese activities shall be undertaken in the service of the risk management mission
statement, and to that end risk management practices are undertaken to reduce the cost of
risk to Orange Democratic Movement and to maximize benefits of opportunities that the
membership may encounter.

Lifective risk management begins with the understanding, by evervone in the organization,
that the effort is important, and that everyone is expected to uphold that effort.

Orange Democratic Movement is subject to certain risks that affect our ability to operate,
serve our clients, and protect assets. These include risks to employees and volunteers,
liability to others. and risks to property.

Controlling these risks through a formal program is necessary for the well-being of the
organization and cveryone in it. The jobs and services the party provides the safety of the
workplace and other benefits all depend to an extent on our ability to control risks.
Management has the ultimate responsibility to control risks. Control includes making
decisions regarding which risks are acceptable and how to address those that are not. Those
decisions can be made only with the participation of the entire workforce, because cach of
us understands the risks of his or her own tasks better than anyone else in the organization.
Each is responsible for reporting any unsafe conditions they see. Also, each is encouraged to
suggest ways in which we can operate more salely. We are committed to the careful
consideration of everyone's suggestions, and to taking appropriate action to address risks.

Accidents and other situations involving loss or near-loss will be investigated as part of the
effort to manage risks. Every employee's and volunteer’s performance will be evaluated, in
part. according to how he or she complies with this policy.

This Risk Policy document has received the following review and approvals from ODM
Management:
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KEY ENTITY INFORMATION AND MANAGEMENT (Continued)
()  Entity Headquarters

Orange House

Menelik Road

P.O. Box 42422 - 00100
Nairobi

(g) Entity Contacts

Telephone: (254) 020-2053481
E-mail: info@odm.co.ke
Website: www.odm.co.ke

(h) Entity Bankers

Co-operative Bank
Parliament Road Branch
Nairobi,

(i)  Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

(j)  Principal Legal Adviser

Makori & Karimi Advocates

Nellion Place, Block B 1"'Floor Suite 2
Rhapta Road. Westlands Nairobi

P.O. Box 45053

City Square 00100

Nairobi, Kenya
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NATIONAL EXECUTIVE COMMITTEE MEMBERS

~
Dis

Rt. Hon. Raila Amolo Odinga

{ Party Leader

4. Hon. Abdikadir Aden

Hon. CPA John Mbadi

Chairman

Hon. Edwin Sifuna

Secretary General
I

National Organizing Secretary

5.

0.

Hon. Timothy Bosire

National Treasurer

|
|
|
|

Executive Director

MANAGEMENT TEAM

I llox;Edwm bxrun_a Secretary General
2. Mr. Oduor Ong’wen Executive Director
3. Joshua Kawin(; Dircctor, Finance & Administration
| 4. CPA Charles Memba Senior Accountant
5. Anthony Muturi Parliamentary Liaison & Legal Aftairs Officer
0. Rosemary Kariuki Director. Membership & Recruitment
7.w Wafula Buke 1 Director, Politj;‘& S;r_z:tcgy -
8. Philip Etale Communication Manager
9. Benson Musungu Youth Co-ordinator

Vi
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CHAIRMAN'S STATEMENT

[ am pleased to present our Annual Financial Report for the year ended 30" June 2018. This year
saw the nullification of the Presidential vote after our Party leader who was the NASA candidate
successtully petitioned the results of the August 2017 presidential clection. It is a period that
equally saw our numbers in both the two houses of Parhiament. governors and County Assembly

members drastically reduced.

Larly in the year we constituted a four member tcam with rescarch assistants to conduct an election
audit. I am informed that the team is currently compiling their report. You are all aware that our
Party Leader moved quickly and engaged His Lxcellency Uhuru Kenyatta to a dialogue that has
since given birth to the Building Bridges Initiative with a subsequent donor confidence and
Jumpstarting our economy which was badly depressed after the elections of last year,

With significant political changes in the country many initiatives are going to play out inside and
outside Parliament. What has not changed however is the unique ability of the party to continue to
adopt to a volatile environment with unpredictable politics that only goes a long way to confirm our
quality and experience.

Our Party remains in a strong linancial position as at 30" June. 2018. The long outstanding
experience of our Party Leader and the wealth of support he has continued to give is highly
regarded. Our National Committee mandated by law to prepare financial statements in respect of
Orange Democratic Movement has exhibited a high fiduciary financial management for the last 11
years and is currently the bench mark amongst our supporters and competitors

I'he year ending 30" June 2018 has been an extremely busy period. We are currently focusing on a
more improved performance and cost reduction. The failure by the Government to honour the
provision of 0.3% funding to political parties has greatly atfected our legitimate expectations of
flow of funds into our key clectoral and campaign advocacy programs..

We continue to use Membership Pay bill. voluntary contributions; Donations, bequests for various
cadre of party membership and receiving grants from legal sources.

Hon. CPA John Mbadi
National Chairman

v
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REPORT OF THE CHIEF EXECUTIVE OFFICER

We have once again come to the end ofa financial year and are pleased to present the financial
report for the year ended June 30" 2018 pursuant to the International Public Sector Accounting
Standards. Our key responsibilities during the year under review included, but were not limited to:

[. The development of strategies for and realisation of [inancial resources for the Party;

2. Preparation of books of accounts and ensuring the same are audited;

3. Organising the meetings of all Party organs at the national level. including the National
Executive Council. the National Governing Council. the Party Parliamentary Group and the
youth, women and disabilities™ lcagues:

4. Revitalisation and re-energization of county party structures, branches and sub-branches;

and

5. Post-general clection stewardship.

In compliance with Section 35 ol'the Public Audit Act 2015 and requirements of the Political
Partics™ Act 201 1. we accomplished the following in time:

(i) Development of a work plan and annual budget for the current financial Year 207-2018 in
conformity with the Party’s IFour-year Strategic Plan: and prepared the report and accounts
for the year ended June 30" 2018;

(i) Ensured the timely preparation of the books of Accounts for the vear ended June 30" 2018
and presentation of the same to the Auditor General and further ensuring that relevant
income sections of the financial report were extracted and published in the local newspapers
[see | inaccordance with Section 29(1). which requires of us to. within three months of
our financial year, publish the sources of Party funds stating:

a. The amount of moncey received from the Political Parties Fund:
b. The amount of money received [rom Party members and supporters: and
¢. The amount and sources of donations given to the Party.

(iii)We are further pleased to declare that the accounts were forwarded on September 26, 2018
to the Office of the Auditor General in the IPSAS format.

The key income drivers for the year under review were:

o The disbursements from the Political Party Fund (even though the Treasury continues being
in breach of the law that requires that al least 0.3% of the national revenue be appropriated
for the Fund) and a public donation campaign launched in September 2018 through Paybill
991444, which netted Sh. 22 Million: and

e Contributions by members, supporters and elected leaders (MCAs, Mps, Governors and
deputy governors) as well as Life Membership fees and nomination fees for by-elections.

e mainly fegal fees, administrative costs. travel and

‘¢ not re-clected

On the other hand key expenditure drives
bad debts provisions for MCAs and A&

viii
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CORPORATE GOVERNANCE STATEMENT

Orange Democratic Movement is committed to operating in accordance with best practice in
political integrity and ethics and maintaining the highest standards of financial reporting and
corporate governance, The National Executive Committee is delighted 10 report that the party has,
throughout the year, complied with the provisions set out in the Code on Corporate Governance

and equally applied the main principles of the Code.

Corporate governance for the Orange Democratic Movement has gone a long way to define how the
party conducts its affairs in line with the objects for which it was founded. It has given the party its
structure, which contains all set of rules that governs the ethical operating procedures and processes
of the party by cnsuring that we conform o the Kenyan Statutory requirements and the best
practices in line the Political Parties Act 2011 in all political activities. Likewise it has ensured the
best interests of the public and party members are Jealously protected. Responsibility for corporate
governance is vested with the National Executive Committee of the Orange Democratic Movement.

Much of the details are contained in the attached party Constitution which contains the [ollowing

e Identity. Vision and Mission Aims, objectives and Values
e Membership, Rights and Duties National Officials

e Party Organs Committees

e Stewardship Dissolutions

e Coalitions, Dispute Settlement and Amendment
e General Provisions

MANAGEMENT DISCUSSION AND ANALYSIS

* CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

Our ambition is to gradually but visibly, establishes a prosperous, industrized and modern nation in
which citizens enjoy social, economic and democratic rights, and live in dignity. We envisage that
our people will exploit their full potential. The sporting concerts and events will ensure that there is
a continuous link between the people and the party organs — This program arises from a desire to
ensure our contribution (o society goes beyond purely political campaigns. Citizens have a duty to
interact in a responsible way from a social and environmental perspective. In this context, one of the
questions ODM aims to answer is: how do our activitics improve living standards in our
communities? In addition, it makes political sense in the long-term. When managed well this social
responsibility can also facilitate achicvement of strategically important goals for the party:

* Involvement in project work that tackles real challenges in our communities is a way
through which we can increase staff engagement. member’s loyalty and pride.

+  Through collaboration in projects we can improve the dynamism of relationships with our
members and competitors

* Asaconsequence of positive outcomes from our Corporate social activity, we can enhance
ODM’s reputation among key stakeholders nationally
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REPORT OF THE NATIONAL EXECUTIVE COMMITTEE

The National Executive committee submit their report together with the audited financial statements
for the vear ended June 30, 2018 which show the state of the Orange Democratic Movement affairs.

Principal activities

The organization’s principal activity is to strive to establish a Government of Kenya based on
democratic and good governance and constitutional principles of a pluralistic democracy whilst
promoting rule of law.

Results

['he results of the entity for the year ended June 30, 2018 are set out on page 1-17

Directors

[lhe National Executive Committee Members who served during the year are shown on page (vi)

Auditors
The Auditor General is responsible for the statutory audit of the Orange Democratic Movement in
accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 2015 to carry

out the audit of the Orange Democratic Movement for the year/period ended June 30, 2018.

By Order of the National Executive Committee

Sécretary General
Nairobi
Date: 25-09-2018






Orange Democratic Movement
Aunnual Reports and Financial Statements
For the year ended June 30, 2018

STATEMENT OF NATIONAL EXECUTIVE COMMITTEE’S RESPONSIBILITIES

Section 81 of the Public Finance Management Act. 2012 require the National Lxecutive Committee
to prepare financial statements in respect of that Orange Democratic Movement, which give a true
and fair view of the state ol alfairs of the Orange Democratic Movement at the end of every
financial year/period and the operating results of the Orange Democratic Movement for each
particular year/period. The National Executive Committee members are also required to ensure that
the Orange Democratic Movement keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Orange Democratic Movement. The National Executive
Committee members are also responsible for safeguarding the assets of the Orange Democratic
Movement.

The National Executive Committee members are responsible tor the preparation and presentation of
Qrange Democratic Movement linancial statements, which give a true and fair view of the state of
affairs of the Orange Democratic Movement for and as at the end of the financial vear (period)
ended on June 30, 2018. This responsibility includes: (i) maintaining adequate financia!
management arrangenients 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 [inancial statements, and ensuring
that they are free from material misstatements, whether duc to error or [raud: (iv) safeguarding the
assets of the Orange Democratic Movement; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The National Executive Committec members accept responsibility  for Orange  Democratic
Movement financial statements, which have been prepared using appropriate accounting policies
supported by reasonable and prudent judgements and estimates. in contormity with International
Public Sector Accounting Standards (IPSAS). and in the manner required by the PI'M Act, 2012,
The National Executive Committee members are of the opinion that Orange Democratic Movement
fipancial statements give a true and fair view of the state of Orange Democratic Movement
transactions during the financial year ended June 30, 2018, and of Orange Democratic Movement
fihancial position as at that date. National Executive Committee further confirm the completeness of
the accounting records maintained for the Orange Democratic Movement, which have been relicd
upon in the preparation of Orange Democratic Movement [inancial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Orange Democratic Movement
will not remain solvent for at least the next twelve months from the date of this statement.

Approval of the financial statements

Orange Democratic Movement financial statements were approved by National Executive
Committee on 25-09-2018 and signed on its behalt by:

B T, e
National Treasurer

N
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON ORANGE DEMOCRATIC
MOVEMENT (ODM) FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Orange Democratic
Movement (ODM) set out on pages 1 to 29, which comprise the statement of
financial position as at 30 June 2018, and the statement of financial performance,
statement of changes 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 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, the financial statements present fairly, in all material respects, the
financial position of Orange Democratic Movement as at 30 June, 2018, and of its
financial performance and its cash flows for the year then ended, in accordance
with International Public Sector Accounting Standards (Accrual Basis) and comply
with the Political Parties Act, 2011(Revised 2016).

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of Orange Democratic Movement in
accordance with ISSAI 30 on Code of Ethics. | have fulfiled 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 opinion.

Key Audit Matters

Key audit matters ére 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.

Report of the Auditor-General on the Financial Statements of Orange Democratic Movement (ODM)
Financial Statements for the year ended 30 June 2018 : s

Promoting Accountability in the Pyblic Sector



Emphasis of Matter
1.0 Budget and Budgetary Performance

1.1 Revenue

The ODM party had budgeted for revenue totalling Kshs.1,410,666,889 but actual
realized amounted to Kshs.160,955,299 resulting to a shortfall of Kshs.1,249,711,590
or 89% as tabulated below:

Nirbitisg Budget Actual Shortfall | Variance
Kshs. Kshs. Kshs. %

Government Grants and | 4 540544 307 | 112,255,637 | 1,127,988,690 91

Subsidies

Public contributions and | 404 455585 |  48467.772| 114.954.790 71

donations

Other income 9,000,000 2 231,890 6.768.110 75

Total 1,410,666,889 | 160,955,299 | 1,249,711,590 89

The shortfall was largely attributed to failure to receive the expected Government
funding from the registrar of political parties estimated at Kshs.1,240,244,327 (being
0.3% national revenue apportioned with reference to total number of votes secured by
each political party) but actual receipts amounted to Kshs.112,255,637.

1.2 Expenditure

The party had budgeted to spend Kshs.1,410,666,889 but actual expenditure
amounted to Kshs.154,327,918 resulting to an under expenditure of
Kshs.1,256,338,971 or 89% as follows: :

Payments Budget Actual Over/(Under) | Variance
Kshs. Kshs. Kshs. %

Compensation of employees 52,500,000 46,232,769 (6,267,231) 12
Depreciation 1,700,000 1,666,598 (33,402) 2
Finance costs 300,000 493,141 193,141 64
Capex costs 947,906,237 1,856,644 | (946,049,593) 100
Rent Paid 2,400,000 1,680,000 (720,000) 30
Repairs 800,000 103,580 (696,420) 87
Other Payments 405,060,652 | 102,295,186 (302,765,466) 75
Total 1,410,666,889 | 154,327,918 | (1,256,338,971) .. 89

The under expenditure of Kshs.1,256,338,971 was attributed to failure to receive the
budgeted government grants hence some of the parties planned goals and objectives
such as establishment of at least twenty four (24 ) county offices across the country
were not carried out as required by the political parties Act.

Report of ‘the Auditor-General on the Financial Statements of Orange Democratic Movement (ODM)
Financial Statements for the year ended 30 June 2018
2



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, | confirm that, nothing 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 GOVERNANCE

Conclusion

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

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 effective 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.

Report of the Auditor-General on the Financial Statements of Orange Democratic Movement (ODM)
Financial Statements for the year ended 30 June 2018
3



In preparing the financial statements, management is responsible for assessing
ODM'’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
the National Governing Council either intends to liquidate ODM or 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 ODM'’s 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 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 control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes

Report of the Auditor-General on the Financial Statements of Orange Democratic Movement (ODM)
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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 control would not necessarily
disclose all matters in the internal control that might be material weaknesses under
the ISSAls. 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 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 ODM'’s policies and procedures may deteriorate.

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

e Identify and 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, 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.

e 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 going
concern 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 ODM'’s ability to continue as a going concern or 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 ODM to cease to
continue as a going concern or 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.
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e Obtain sufficient appropriate audit evidence regarding the financial information
and business activities of ODM 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 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.

F(A0-L

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

Nairobi

19 June 2019
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Orange Democratic Movement
Annual Reports and Financial Statements
For the year ended Junc 30, 2018

STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2018

Revenue from nn chungc transactions
| Property taxes revenue - :
Public contributions and donations 3 46,467,772 35,308,205
Fines, penalties and levies s -
“Iransfers from other governments — gifts and services-in-kind 4 V_I_ET?S.S,GW ‘ l-3f233627‘
' 158,723,409 166,541,827
Revenue from euhangc n.msdulons
Rendering of services - a - . -
Sale of water and clectricity - -
“Rental revenue from facilities and Lquipmcr{(“ - B ) - -
l inance income - utunal investments o B - -
“Olher income o o o N 2,231,890 267,635,500
Total revenue B o 160,955,299 434,177,327
Expenses A
Use of goods and services - - .
Employee costs 6 46,232,769 45,009,014
Remuneration of directors - T
Depreciation and amortization expense 7 1,666,598 2,000,407
Repairs and maintenance 8 103,580 473,185
General expenses 9 104,151,830 403,378,583
' Finance costs o 10 493,141 673,871 |
Rent Paid 1,680,000 1,680,000
Contracted services - -
Grants and subsidics paid 17 " = 6,800,000
Total expenses 154,327,918 460,015,060
Other gains/(losses) )
Gain on sale ot assets - -
Gain on foreign exchange transactions - -
Unrealized gain on fair value of investments - -
Impairment loss f N
Surplus before tax 6,627,381 (25,837,734)
| Taxation o " - NG
Surplus/( deficit) for the period/year - ~ - 2l
Remission to National Tn,asur) o - -
Net Surplus for the year " 6,627,381 | “(2 5,837,734) |
| Attributable to: - ) ‘
Surplus/(deficit) atributable to minority interest - -
“Surplus attributable to owners of the cunlrollmg em’itrv B - - T =
’ 6,627,381 (25,837,734)

The notes set out on this pa page upto paoc 17 form an integral pau ‘of these Financial Statements



Orange Democratic Movement
Annual Reports and Financial Statements
For the year ended June 30, 2018

STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2018

| Assets
( uxn,m asscts o

Cash md cash cqm\.llcms

Rwu»dblu from exchange transactions

|

BT SO
1
i

N | 050,450

(7336,156) |

98,016,793

14,364,261 |

“Current portion of long-term receivables from c\chan%
transactions

Receivables from non-exchange (ransactions .

Inventorics

[nvestments

e

5079888

8059885

Non- cu: lcnt ‘lsscts

117,107,131

i

Property, plantand equipment
Investments

Intangible assets
lnvnlmuu properl)

_7.698913 |

115,067,993

Lom term receivables from exchange transactions

F
jJotihanen .
Liabilities
Current liabilities
Trade and other payables from exchange transactions

7,698,913 |

T 5365770 |

79,763,968 |

Refundable deposits from customers

Provisions

| Finance Jease obligation )

Current portion of borrowings

i Deferred income

L[‘:H\P]t}l’i}_’c benefit obligation

I Payments received in advance

Taxation

5,365,770

‘Non-current liabilities

Non-current melovuu bemhl obllgatlon

Non-current | provisions
Borm\\mus N ' _

| MService concession liab, 1'3
| Deterred tax liabilit

dp)tdllund_ B o

Ioml net assets 'md Imbllmc

Accumulated surplus ) o S

lotal fiabiliGies N L 530, 770 9,763,968 |
'\Lt assets o ll9 440,2 112,812, 894 |
“Reserves ) ! 2,356, 176 2,356,170 |

117,084,100

119,440.274

110,456,719

225,625,789

The Financial Statements set out on these pages were signed on behalf of the National Executive Commitice by:

National Treas

ive Director

Date: 25092018

Secretary General
. Edwin Sifun:
ITon Fi/lﬂj_gfu a




Orange Democratic Movement
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For the year ended June 30, 2018

STATEMENT OF CHANGES IN NET ASSETS

FOR THE YEAR ENDED 30 JUNE 2018

Attributable to the owners of the controlling entity

Reserves

Self Capital Housing Accumulated  Net Total

insurance replacement reserve surplus Surplus/

reserve development Deficit

reserve
Kshs Kshs Kshs Kshs Kshs Kshs

Balance asat30JUNE 2012 2,356,176 (3,638,482) 15,026,458 13,744,152
Surplus/(deficit) for the period - (5,008,049) (5,008,049)
Transfers to/from accumulated -
surplus
Balance asat30JUNE 2013 2,356,176 (3,638,482) 10,018,409 8,736,103
Surplus for the period 8,029,290 8,029,290
Transfers to/from accumulated
surplus
Balance asat30JUNE 2014 - 2,356,176 - (3,638,482) 18,047,699 16,765,393
Surplus for the pericd 4,172,309 4,172,309
Transfers to/from accumulated 830,442 830,442
surplus )
Balance asat30 JUNE 2015 2,356,176 (3,638,482) 23,050,450 21,768,144
Surplus for the period : a o 116,882,485 116,882,485
Transfers to/from accumulated o - - o - -
surplus = S . . S -
Balance asat30 JUNE 2016 2,356,176 (3,638,482) 139,932,935 138,650,629
Surplus for the period N T (25837731)  (25.837,734)
Transfers to/from accumulated »
surplus -
Balance asat 30 JUNE 2017 2,356,176 (3,638,482) 114,095,201 112,812,895
Surplus for the period a - T 6,627,381 6,627,381
Transfers to/from accumulated o 7 B . e b
surplus
Balance asat30JUNE 2018 2,356,176

(3,638,482) 120,722,582

119,440,276

o



Orange Democratic Movement

Annual Reports and Financial Statements
For the year ended June 30,2018
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2018

Cash flows from operating activities

Receipts

PropErty laxes

et

Public contributions and donations 3 46 467,772 35,308,205
“Fines, penaltics and levies T - - .
Licenses and pelmits - - -
_(To-\;grnmem grants <1}_1L1Tu_lj§ﬁ|e\ - 9 112,255,637 IH 233,022
—Eéndermg of services - o Y T

Sale of goods - -
Finance income N B :

" Other i income, rentals and ég—enc_v fees o o 5 2,231,890 267,635,500
| Total Receipts 160,955,298 434,177,327

Pdvments o -

C ompensatl(m of emplovc‘_c—s“l i - 6 46,232,769 45,009,014

Goods and services o - .
“Rent paid - o 1,680,000 1,680,000

Depreciation . 7 1,666,598 2,000,407

Taxation paid - -

Rep.\fr-a ;ﬁg}'r{t’amcchm R e TR ——

()thel pa, nc:nls - ) - T)— >W)71,1_5‘|“.§.'-€(T“ ”403,378.53—{

Fi man(,c cost - - 10 493,141 | 673,871

Grants and sub_.s:faieg‘f):{i_a— - ) o 17 - 6,800,000
~ Total Payments ' N 154,327,918 460,015,060

Net cash flows from operating activities 6,027,380 (25,837,734)

Cash flows from investing activities

Purchase o'l—"“property, plant, equipment and imangibic assets (1,856,644) (1,231,720)

Proceeds from sale of property, plant and Equipment - -

Decrease in non-current receivables 16,347,468 21,807,579

Increase in lnvestmenls 1,666,598 2,000,407
"Net cash flows used in investing acﬁwﬂes ‘ 1 22,784802 (3. 201 468)
“Cash flows from ﬁnanung actlvmcs - T o
Proceeds lrm;;ivgr.lowmgs - - - T e a S o
'Repclymenl of BI)F;O—\\;;néS( l mde d\dbles) - T (4 1‘)8 198) | (4,285.938)

Increase in deposits : I

Net cash flows used in ﬁnancin-g activities (4,398,198) (4,285,938)

Net increase/(deerease) in cash and cash equivalents A

T 18,386,604 (7,547,403)

Cash and cash equivalents at | JULY 2017 (7,336,156) 211,246

Cash and cash equivalents at 30 JUNE 2018 I 11,050,448 (7.336,156)
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Orange Democratic Movement
Annual Reports and Financial Statements

For the year ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS

1.

(3]

GENERAL INFORMATION

The Orange Democratic Movement was formed by and derives its authority and
accountability from Political Partics Act. The entity is wholly domiciled in Kenya. The
entity’s principal activity is to strive to establish a Government of Kenya based on
democratic and good governance and constitutional principles of a pluralistic democracy
whilst promoting rule of law.

STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securitics and financial instruments at [air value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value,
The preparation of [inancial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying the ODM’s
accounting policies. The areas involving a higher degree of judgment or complexity, or
where assumptions and estimates are significant to the financial statements. are disclosed
in Note pages.

The financial statements have been prepared and presented in Kenya Shillings, which is
the functional and reporting currency of the Orange Democratic Movement.

The financial statements have been prepared in accordance with the PFM Act and
International  Public Sector Accounting Standards (IPSAS). The accounting policies
adopted have been consistently applied to all the years presented.

ADOPTION OF NEW AND REVISED STANDARDS

i.  Relevant new standards and amendments to published standards effective for the
vear ended 30 June 2018

1[ Standard Impact

e

IPSAS 39: Applicable: 1¥ January 2018 |
Employee Benefits | The objective to issue IPSAS 39 was to create convergence lo‘
changes in TAS 19 Employee benefits. The IPSASB needed to |
create convergence of IPSAS 25 to the amendments done to TAS |

19. The main objcctive is to ensure accurate information relating .
to pension liabilities arising from the defined benefit scheme by

doing away with the corridor approach.







Orange Democratic Movement
Annual Reports and Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 ADOPTION OF NEW AND REVISED STANDARDS (Continued)

ii. New and amended standards and interpretations in issue but not yet effective in
the year ended 30 June 2017

Standard Effective date and impzict:

IPSAS 40: Public Applicablc: 1" January 2019:

Sector The standard covers public sector combinations arising from
Combinations exchange transactions in which case they are treated similarly

with TFRS  3(applicable to acquisitions only) Business
combinations and combinations arising from non exchange
transactions which are covered purely under Public Sector

combinations as amalgamations.

iii.  Early adoption of standards

The entity did not early — adopt any new or amended standards in year 2018,

-4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i)

Revenue from non-exchange transactions
Fees, taxes and fines

The entity recognizes revenues from fees, taxes and fines when the event occurs
and the asset recognition criteria arc met. To the extent that there is a related
condition attached that would give rise to a liability 10 repay the amount, deferred
income is recognized instead of revenue. Other non-cxchange revenues are
recognized when it is probable that the future economic benefits or service
potential associated with the asset will flow to the entity and the fair value of the
asset can be measured reliably.

Transfers from other government entitics

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 propertly) 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 entity and can be measured reliably. Recurrent grants are recognized in
the statement of comprehensive income. Development/capital  grants  are
recognized in the statement of financial position and realised in the statement of
comprehensive income over the useful life of the assets that has been acquired
using such funds

9
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Budget information

The original budget for FY 2017-2018 was approved by the National Exccutive
Committee 15™ Junc 2017. Our estimates are purely based on the provision of the Political
Jarties Act. 2011 The Act gives the Party legitimate expectation. We are required to establish
head office - which head office must be accessible and secure. The said office must be
conspicuous, spacious and not in the backstreet. We are further required to establish more than
24 county offices across the country. The overheads and the running of these offices run into
millions every month. Added to this are administrative costs. election and campaign expenses.
conferences and meetings and party policy and advocacy.

The entity’s budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared
on accrual basis using a classilication based on the nature of expenses in the statement
of financial performance. whercas the budget is prepared on a cash basis. The amounts
in the financial statements were recast from the accrual basis to the cash basis and
reclassitied by presentation to be on the same basis as the approved budget. A
comparison ol budget and actual amounts, prepared on a comparable basis to the
approved budget, is then presented in the statement of comparison of budget and actual
amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements
are also made for differences in the formats and classification schemes adopted for the
presentation of the financial statements and the approved budget.

A statement to reconcile the actual amounts on @ comparable basis included in the
statement of comparison ol budget and actual amounts and the actuals as per the
statement of financial performance has been presented page 5 of these financial
statements,

Taxes

Current income tax

Current income tax assets and labilities for the current period are measured at the
amount expected to be recovered [rom or paid to the taxation 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 arca where the Entity 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.

10
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢) Taxes (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between
the tax bases ol assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled
entities, associates and interests in joint ventures. when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Deferred tax assets are
recognized to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits
and unused tax losses can be utilized. except in respect of deductible temporary
differences associated with investments in controlled cntitics, associates and interests
in joint ventures, deferred tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foresecable future and taxable profit
will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at cach reporting date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized. Unrecognized
deferred tax assets are re-assessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the year when the asset is realized or the liability is scttled, based on tax rates
(and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized
outside surplus or deficit. Deferred tax items are recognized in correlation to the
underlying transaction in net assets.

Deferred tax assets and deferred tax liabilities are offset il a legally enforceable right
exists 1o set off current tax asscts against current income tax labilities and the deferred
taxes relate o the same taxable entity and the same taxation authority.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

5

6

Investment property

[nvestment properties are measured initially at cost, including transaction costs. The
carrying amount includes the replacement cost of components of an existing
investment property at the time that cost is incurred if the recognition criteria are met
and excludes the costs of day-to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its
fair value at the date of acquisition. Subsequent to initial recognition, investment
propertics are measured using the cost model and are depreciated over a 30-year
period.

[nvestment properties are derecognized either when they have been disposed of or
when the investment property is permanently withdrawn from use and no future
cconomic benefit or service potential is expected from its disposal. The difference
between the net disposal proceeds and the carrying amount of the asset is recognized in
the surplus or deficit in the period of de-recognition.

Transtfers are made to or from investment property only when there is a change in use.

Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the

items. When significant parts of property. plant and equipment are required 10 be replaced at

intervals. the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise. when a major inspection is perlormed, 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. Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

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

The nature of the asset. its susceptibility and adaptability to changes in technology and processes

The principal accounting policies adopted in the preparation of these accounts are sel below:

l.

Basis of preparation

‘The final statements of the Party have been prepared in accordance and comply with the

standards issucd by the International Financial Standards (IFRS) under the Historical cost
convention and Kenyan Government [PSAs.
Depreciation
Depreciation is provided tor on fixed assets using the reducing balance method except
for the Leaschold Structure that is to be written off over 10years period.
The following are the rates used :

*  Lcase Hold Structure - 1o be written oft over 10 years

= Office Furniture and Fittings 12.5%

= Office Equipment 12.5%

= Computers and Printers 30%

*  Motor Vehicles 25%
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4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

7 Leases

Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased item to the Entity. Assets held under a finance
lease are capitalized at the commencement of the lease at the fair value of the leased
property or. if lower, at the present value of the future minimum lease payments. The
Entity also recognizes the associated lease liability at the inception of the lease. The
liability recognized is measured as the present value of the future minimum lease
payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between [inance
charges and reduction of the lease liability so as o achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are recognized as finance costs
in surplus or deficit.

An asset held under a finance lease is depreciated over the uselul life of the asset.
However, if there is no reasonable certainty that the Entity will obtain ownership of the
asset by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the assct and the lease term.,
Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item o the Entity. Operating lease payments are
recognized as an operating expense in surplus or deficit on a straight-line basis over the
lease term.
Intangible assets
Intangible asscts acquired separately are initially recognized at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value 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 asscts, 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 cither finite or indefinite,
Research and development costs
[he Entity expenses research costs as incurred. Development costs on an individual
project are recognized as intangible assets when the Entity can demonstrate:

e ['he technical feasibility of completing the asset so that the asset will be available

for use or sale
~  Itsintention to complete and its ability 1o use or sell the asset
»  How the asset will generate future economic bencefits or service potential
»  The availability of resources to complete the assel

~ The ability to measure reliably the expenditure  during  development.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Research and development costs (Continued)

Following initial recognition of an asset, the assel is carried al cost less any
accumulated amortization and accumulated impairment losses. Amortization of the
asset begins when development is complete and the asset is available for use. It is
amortized over the period of expected future benefit. During the period of
development, the asset is tested for impairment annually with any impairment losses
recognized immediately in surplus or deficit.

10 Financial instruments
Financial assets
Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition
and Measurement are classified as financial assets at fair value through surplus or
deficit, loans and reccivables. held-to-maturity investments or available-for-sale
financial assets, as appropriate. The Entity determines the classification of its
financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with [ixed or
determinable payments that are not quoted in an active market. Afler initial
measurement, such financial assets are subsequently measured at amortized cost
using the effective interest method, less impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. lLosses arising from
impairment are recognized in the surplus or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Entity has the positive
intention and ability to hold it to maturity. After initial measurement, held-to-
maturity investments arc measurced at amortized cost using the effective interest
method, less impairment. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The losses arising from impairment are recognized in surplus
or deficit.

Impairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a
financial assct or an entity of financial assets is impaired. A financial asset or a
entity of financial assets is deemed to be impaired if, and only if] there is objective
evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred “loss event’) and that loss event has an
impact on the estimated future cash flows of the financial asset or the entity of
financial assets that can be reliably estimated. Evidence of impairment may include
the following indicators:
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Financial instruments (Continued)

Financial assets (€ ‘ontinued)

Impairment of financial assets (Continued)

» 'The debtors or a entity of debtors are experiencing significant financial
difticulty
Default or delinquency in interest or principal payments

» 'The probability that debtors will cnter bankruptcy or other financial
reorganization

Observable data indicates a measurable decrease in estimated future cash flows
(e.g. changes in arrcars or economic conditions that correlate with defaults)

Y

Financial liabilities
Initial recognition and measurement

Financial liabilitics within the scope of IPSAS 29 are classified as financial
liabilities at fair value through surplus or deficit or loans and borrowings, as
appropriate. ‘The Entity determines the classification of its financial liabilities at
initial recognition.

All linancial liabilities are recognized initially at fair value and. in the casc of loans
and borrowings, plus directly attributable transaction cosls.

Loans and borrowing

After initial rccognition, interest bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest method. Gains and losses
arc recognized in surplus or deficit when the liabilities are derecognized as well as
through the effective interest method amortization process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost
of the inventory is its fair valuc at the date of acquisition.

Cosls incurred in bringing each product to its present location and conditions are
accounted for, as follows:

>

>

Raw materials: purchasc cost using the weighted average cost method

Finished goods and work in progress: cost of direct materials and labor and a
proportion of manufacturing overheads based on the normal operating capacity, but
excluding borrowing costs
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i) Inventories (Continued)

After initial recognition, inventory is measured at the lower of cost and net realizable
value. However, to the extent that a class of inventory is distributed or deployed at no
charge or for a nominal charge. that class of inventory is measured at the lower of cost
and current replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations,
less the estimated costs of completion and the estimaled costs necessary to make the
sale, exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption
in the ordinary course of operations of the Entity.

j)Provisions

Provisions are recognized when the Entity has a present obligation (legal or
constructive) as a result ol a past event. it is probable that an outflow of resources
embodying economic benelits or service potential will be required o settle the
obligation and a reliable estimate can be made of the amount of the obligation.

Where the Lntity expects some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate asset only
when the reimbursement is virtually certain.

The expensc relating to any provision is presented in the statement of financial
performance net of any reimbursement.

Contingent liabilities

The Entity does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an
outflow of resources embodying economic benefits or service potential is remote.

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control of the Entity in the notes to
the financial statements. Contingent asscts are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has become
virtually certain that an inflow of economic benefits or service potential 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.
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k)

Changes in accounting policies and estimates

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

1) Employee benefits

m)

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined
contribution plans are post employment benefit plans under which an entity pays fixed
contributions into a separate entity (a 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 [und obligations for the payment of rctirement benelits are charged
against income in the year in which they become payable.

Defined  benefit plans  are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identified are recovered through lump sum
payments or increased future contributions on proportional basis to all participating
employers. The contributions and lump sum payments reduce the post-employment
benetit obligation.

Foreign currency transactions

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.

Borrowing costs

Borrowing costs are capitalized against qualilying assets as part of’ property, plant and
cquipment,

Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred, Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged 1o the
statement of financial performance.
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0)

P)

q

Related parties

The Entity regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Entity, or
vice versa. Members of key management are regarded as related parties and comprise
the directors, the CEO and senior managers.

Service concession arrangements

The Entity analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In
particular, where a private party contributes an asset to the arrangement, the Entity
recognizes that asset when, and only when, it controls or regulates the services the
operator must provide together with the asset, to whom it must provide them. and at
what price. In the casc of assets other than "whole-of-life’ assets, it controls, through
ownership, beneficial entitlement or otherwise — any significant residual interest in the
assct at the end of the arrangement. Any assets so recognized are measured at their fair
value. To the extent that an asset has been recognized, the Entity also recognizes a
corresponding liability, adjusted by a cash consideration paid or reccived.

Cash and cash cquivalents

Cash and cash equivalents comprisc cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of threc months or less,
which are readily convertible to known amounts of cash and are subject to insignilicant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the financial vear. For
the purposes of these financial statements, cash and cash equivalents also include short
term cash imprests and advances to authorised public officers and/or institutions which
were not surrendered or accounted for at the end of the financial year.

18
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11

SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Entity's financial statements in conformity with IPSAS requires
management o make judgments. estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilitics, at the end of the reporting 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 lability affected in future periods. State all judgements, estimates
and assumptions made: ¢.g

Estimates and assumptions

The key assumptions concerning the future and other key sources ol estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilitics within the next financial year. are described
below. The Entity based its assumptions and estimates on parameters available when the
consolidated financial statements were prepared. However, existing circumstances and
assumptions about future developments may change due (o market changes or
circumstances arising beyond the control of the Entity. Such changes are reflected in the
assumptions when they occur. IPSAS 1.140

SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Provisions

Provisions were raised and management determined an estimate based on the information
available. Provisions are measured at the management's best estimate of the expenditure
required to settle the obligation at the reporting date, and are discounted to present value
where the effect is material,

The National Executive Committee sitting in September 2018 resolved to write oft all the
unrecoverable debts. These unrecoverable debts are atributable basically to

I.Members of the county assembly who did not make it back to the assembly

2. Members of Parliament and County Assembly who have since died

19
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LLPUBLIC CONTRIBUTIONS AND DONATIONS

Govunors (orribtlon - - ) B !7.7()70()()
Deput)__ Qowrnors Lonlllbullon - - o -

D ~
MPs and Senators contribution 30,324,172 11,731,635
- Members Contribution - 14,539,000 20,538,570 |
MCAs Contribution 1.604.600 1,358,000
l'otal Contributions 46,467,772 35,308,205

I'hese includes Monthly party subscriptions by Governors, dcpulv governors, Senators,
Mcmbers of Parliament, Women Representative, Members of the County Assembly and

member’s contribution to support party activities.

4. TRANSFERS FROM OTHER GOVERNMENTS

Unconditional grants

I (I o)
| Government Political F und

112,255,637

131,233,622

‘ ' Total un ¢ umdlllondl [_,I(lnlb
Conditional gr.lnts
National housing grant

112,255,637

131,233,622 |

National infrastructure grant
Provincial health g grant

Social services grant

Basic services subsndv

Imnspmlallon fund (international f undmL)

Other organizational grants

Total govcrnmcnt grants and subsldles

112,255,637

131,233,622

Funds transferred from the political parties Fund through the Register of political parties

for the financial period 2017/2018.
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5. OTHER INCOME

"OTHER INCOME

Life rr_;embérship fees ] - 860,000 | 72,740,000
Nomination Fees ) ) 1,350,040 194,853,500
Tender Purchase - 21,850 42.000
Total Other Income - 2,231,890 | 267,635,500 i

6. EMPLOYEE COSTS

Salaries and wages B 46,232,769 | 45,009.014
Employce related costs - contributions to *

pensions and medical aids - -
Housing benefits and allowances ' | - -
Overtime payments A v ) -

Performance and other bonuses - -
Social conwibutions -]

LExpenditure recharged to capital projects i i
Employee costs N 46,232,769 45,009,014 |

7. DEPRECIATION AND AMORTIZATION EXPENSE

Property, plant and equipment | 1.666,598 2,000,407
Intangible assets - -
Investment property carried at cost - o -]

| Total depreciation and amortization 1,666,598 2,000,407
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NOTES TO THE FINANCIAL STATEMENTS (Continue)

8. REPAIRS AND MAINTENANCE

Plopen) Le cabchold
I—qmpmcm and madnm r)

176,550
296,635

Vehicles

Furniture and fittings

Computers and accessorics

Other

LTotal repalrs and mamtcndnw

l()3 ‘580

- s |

473,185

9. GENERAL EXPENSES

Advcrusmg 248,768 917,193 |
[ig—a “and professional fees 170,000 | 1,735,500
Audit fees . ]0,0:.0(_),5:
Electricity ( Utilities) 131,246 178,632
Insurance-Staff Medical 3,594,162 | 3,344,801
( omﬁiumé(‘gﬁﬁ and I;llc“mu - —El 8_483 - 2,600,000
Branch Training-Coordination and Support 2.956.800 8,410,230
Campaign Expenses 39,307,775 267.862,138
Civic Education Fxpcnses 45,000 2,194,250
B Reglondl Confercnces o » 13,032883 38,738,212
Party Policy and Advocacy 17,268,710 30,674,984
Legal Expenses 2,917,620 8,426,900
NSSF Employer Liability ) 50,000 41,600 |
Staff welfare o - 165.566 278,055
Postage & Delivery 49,460 | 195,986
Office Stationery 317,507 504,581
Printing and reproduulon - 311,100 1,150,633
—izxx'spapcrs and Publications - N 102,980 147,600
Bad Debts 13.680,000 20,682,192
Travel and accommodation 3.173.200 7,476,475
Security costs 1,394.880 2,543,070
Transportation and motor lxpens; 4,459,438 4,633,448
Cleaning and Janitorial - 100,000 20,000
" Staff Skills devel lopment 100,000 390,874
Clubs and membership 356,250 131,150
U‘ otal general expenses 104,151,830 1 403,378,583 J

NOTES TO THE FINANCIAL STATEMENTS (Continue)

22







Orange Democratic Movement
Annual Reports and Financial Statements
For the year ended June 30, 2018

10. FINANCE COSTS

Bank charges 493,141 673,871

Total finance costs 493,041

673871

11. CASH AND C

Bank 043,597 | (1.783.813)
_Cash -on -hand and in transit 6,854 447,657
Total cash and cash equivalents 11,050,450 (7,336,156)

11(a). DETAILED ANALYSIS OF THE CASH AND CASH EQUIVALENTS

a) Current account

Co operative bank of Kenya (MA) 774,471 649,626 |

Co operative bank of Kenya (FR) 30,113 (1,827,683)

Co operative bank of Kenya (PC) | (595,766) | 214,455

Co operative bank of Kenya (PF) 10,834,779 (6,820,211)
Sub- total 11,043,597 (7,783,813)

b) On - call deposits -

_ Kenya Commercial bank g -
Equity Bank - etc B - =
Sub- tetal - -

¢) Fixed deposits account |
Kenya Commercial bank i - S -
EquityBank | I B : :
Sub- total - -
d) Staff car loan/ mortgage - I .
Kenya Commercial bank - -
Equity Bank - -
Sub- total - - =
¢) Cash -on -hand and in transit
Cash in hand 3,200 1,314
Cash Holding I IS AT
Mpesa 2,050 369,262
Pay pill 1,604 -
Sub- total B 6,854 447,657
“Grand total i - | 11,050,450 (7,336,156)
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_ Current receivables )
Other Debtors (VAT receivable) 3,288,166 3,288,166
| Staff ad\ames B 873,999 744.000
()utstandmg;, Members Contribution S 61,959,744 78.280.500
Newspaper Investment o
| Prepaid Rent ) N 420,000 |
Ll’xuptm SlaH \’1LdILdl Insurance - - o 3l 90792 | 2,901,003 |
Total current receivables - 98,016,793 114,364,201
_Non-current receivables B |
l‘g‘pr_rgnt portion transferred to current receivables | - - - '
‘ Total non-current recciv ablu - _! 7
- Total receivables B 98,016,793 | 114,364,261 |

13. INVENTORIES

Consumable slorus Munbushlp uuds )
1\4uhml supphcs ,,
Spdrc parls and meters

©8.039.888 |

8.039.888

Water for distribution

Other goods held for resale

Catering
Total inv ent()rlcs at the lower of cost and net
_ realizable value

12a. INVESTMENTS

a) Im estment in 'I reasury hllls dnd bonds

e

Financial mstltutlon
CBK
_ Sub-total o »ym
b) Investment with Financial Institutions/ |
Banks !
!
t

Bank X|

B‘}rjk Yy
Sub- tot.ll

8,039,888

8,039,888 |
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¢) Equity investments (specify)
Equity/ shares in Connector Communications 28,744,092 28,730,592
Sub- total 28,744,092 28,730.592
Grand total B 28,744,092 28,730,592

12¢)  Shareholding in other entities

For investments in equity share listed under note 12(a) above, list down the equity
investments under the following categories: on 100,000 shares

I 6| %]  Shs|  Shs|  Shs

Conné&for N
Communication | 95% 5% - B 100 100
95%, 59, 0 xxx | 28,744,092 | 28,730,592
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

IS.TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

| Trade payables , 3,365,770 | 9,763,969
_Payments received in advance = -
Lmployec advances s -
Third-party payments ., - -
Other payables » - -
| Total trade and other payables [ 5365770] 9,763,969 |
16. CASH GENERATED FROM OPERATIONS
Adjusted for: i
Depreciation 1.666.598 2,000,407
Non-cash grants received 7 i - -
Contributed assets = ol
Impairment s -
" Gains and losses on d'isposal of assets T ™ L
Contribution to provisions = .
“Contribution to impairment allowance | Y
Finance income -0 T
Finance cost = .
Working Capital adjustments
Increase in inventory - -
AIncrease in receivables ' 16,347,468 | 21.807.582
“Increase in deferred income [ - -
Increase in payables - (4,398.198) (4,285.936)
Increase in payments received in advance i - -
Net cash flow from operating activities 1 20,243,}49 (}9,2151981»”

17. TRANSFER TO COALITION PARTNERS

6,800,000
Total transfer to coalition partners -l 6,800,000
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EVENTS AFTER THE REPORTING PERIOD
There were no material adjusting and non- adjusting events after the reporting period.
ULTIMATE AND HOLDING ENTITY

The entity is a State Corporation/ or a Semi- Autonomous Government Agency under the
Ministry of xxx. Its ultimate parent is the Government of Kenya.

Currency

The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve the
various issues as shown below with the associated time frame within which we expect the issues
to be resolved.

! 11 | Budgetary '
| - Estimates

! Outstanding
4.2 - Members

Contributions

Guidance Notes:

- See attached response

See attached response

' Finance

- Director

Finance

Director

' Resolved ' N/A

- Resolved N/A

(1) Use the same reference numbers as contained in the external audit report;

(i) Obtain the “Issue/Observation™ and “management comments™, required above, from final
external audit report that is signed by Management;

(ili) Before approving the report, discuss the timeframe with the appointed Focal Point persons

within your entity responsible for implementation of cach issue:

(iv) Indicate the status of “Resolved™ or "Not Resolved™ by the date of submitting this report to

National Treasury.

Secretary General
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