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REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of National Rainbow
Coalition set out on pages 3 to 9, which comprise the statement of financial
position as at 30 June 2011, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of
Kenya, Section 8 of the Public Audit Act, 2003 and Section 34(1) of the Political
Parties Act, 2007. | 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 National Executive Committee is responsible for the preparation and fair
presentation of these financial statements in accordance with International
Financial Reporting Standards 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 National Executive Committee is also responsible for the submission of the
financial statements to the Auditor-General in accordance with the provisions of
Section 7 of the Public Audit Act, 2003.

Auditor-General’s 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
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Audit Act, 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.

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 judgment, 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 party’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 Party’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 qualified audit opinion.

Basis for Qualified Opinion
1. Undeclared Income

The Statement of Comprehensive income for the year ended 30 June 2011
reflects total income of Kshs.5,290,425 which comprises of voluntary contribution
of Kshs.2,000,000. The Party however did not declare to the Registrar of
Political Parties, the full particulars of the voluntary contributions therefore
contravening Article 31(2) of the Political Parties Act, 2007.

2. Unsupported expenditure

The statement of comprehensive income reflects an expenditure of
Kshs.1,579,925.00 under administrative expenses. Included is an unsupported
amount of Kshs.588,865.00 in respect of salaries and wages, travelling and
electricity for the year. Further an expenditure of Kshs.956,431.00 and
Kshs.1,053,500.00 under party promotion rallies and meetings and party
policy/advocacy respectively was not supported as required. Consequently, it
has not been possible to confirm the accuracy and authenticity of the expenditure
of Kshs2,598,796.00 for the year ended 30 June 2011.
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