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Statement by the Chairman

As a Cornmission we plaged
our role in supporting countg
gouerntnents by ano'lysing
countg bud.gets to ensure
od.equate resources ore
allocoted. to d.euelopment
cs cornpared. to recurrent
expenditure.

7-f-lhe Commission on Revenue Allocation main mandate is to make

| .".o-*endations on Kenya's revenue sharing in accordance to
.l- Article z16 of the Constitution of Kenya, zoro. The Commission

has been making recommendations concerning the basis for the equitable
sharing of resources raised by national government between national and
county governments and among county governments in a transparent
and participatory manner. Counties are now sharing Kenya's revenue to
finance the bulk of their recurrent and development expenditures.

Counties have recorded massive achievements. These achievements
include: expansion and equipping of health facilities; enhancing the
availability of medicine in hospitals; construction of early childhood
development centres; provision of clean water; construction of roads, such
as the first ever tarmac road in parts of northern Kenya and introduction
of improved agricultural practices.

As a Commission we played our role in supporting county governments
by analysing county budgets to ensure adequate resources are allocated
to development as compared to recurrent expenditure. To this end, the
Commission in execution of its mandate as highlighted in Article z6(z) of
the Kenyan Constitution on prudent financial management for counties,
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Promoting an cquirrhle society

recommended budget ceilings. Budget ceilings aim at curbing excess

recurrent expenditure.

The Commission further issued a circular on financing of major capital
projects by county governments. The circular urged county governments
to use long term finance of between five to ten years for major capital
projects such as purchase or construction of governor's and speaker's
residences, construction of new county assemblies and construction of
new executive offices.

The Commission engaged governors as well as the Senate committees
on Devolved Government and Finance and Commerce and Budget
on the Second-Generation Revenue Sharing Formula among county
governments so as to contribute to the development of a formula that
would greatly assist all counties to be at par.

The Commission further engaged the Judiciary urging it to speed up the
hearing of cases on devolution in order to enhance smooth implementation
of devolution.

Some of the challenges of implementing devolution that still need to be

addressed include: the lack of a substantive legislative framework on
county taxation, determination of revenue to be shared using last audited
accounts, boundary disputes/conflicts as well as the need for more public
participation in the drafting of finance bills.

Going forward, I assure you of the commitment of the Commission under
myleadership in supporting counties to ensure successful implementation
of devolution in order to contribute to the attainment of our motto which
is'Promoting an Equitable Society.'

Micah Cheserem
Chairman
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Statement from The Commission Secretary / Chief
Executive Offrcer

f t is with great enthusiasm I present to you the Commission's annual

I report and financial statements for zor4-zor5. This report highlights
I the programmes and activities that were undeftaken, successes
attained and challenges faced during the reporting year. It provides
recommendations on how to address these challenges.

Some of the programmes and activities that were undertaken and are
articulated in this report include: review of the first revenue sharing
formula and the development of a second revenue sharing formula
submitted to the Senate; supported counties to increase their own
revenue through automation and adoption of ICT; recommended a total
of Ksh347.6 billion which comprised of Kshz8z.+ billion as equitable
share for county governments and Ksh6S.z billion as conditional grants;
developed budget ceilings for county governments for FY zor5l16 in a
consultative process with county governments and the Senate; costing of
government functions; provided legal advice and technical input to new/
proposed policies and laws and trained counties on budgetary processes.

In addition, in conjunction with partners, the Commission developed
model county revenue laws to promote proper financial management by
county governments in order to ensure transparency and accountability.
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Further more, the Commission developed the Constitutional and
Legislative Policy guidebook intended to guide drafters of county revenue

laws on various constitutional and legal issues. The Economic Policy
Framework guidebook was developed to assist county governments
establish policy and legislative frameworks for raising revenue that
are consistent with the Constitution, and the overall national policy
framework.

In implementing our mandate, the Commission received support from
various stakeholders. The Commission expresses its appreciation to
the support it received from the following: the United States Agency
for International Development (USAID) under a program called Agile
Harmonized Assistance for Devolved Institutions (AHADI) through
the Research Foundation for the State University of New York (SITNY).

AHADI greatly supported a project on county revenue automation. The
Kenya Association of Manufacturers also provided support in developing
legislation for counties.

I also wish to thank other constitutional Commissions, independent
offices, and other development partners who supported CRA. It is through
this support that we successfully undertook our mandate. I also wish
to extend my sincere gratitude to CRA Commissioners and staff whose

tireless work enabled the Commission effectively carry out its support to
counties and National Government.

George Ooko
Commission Secrctttry / CEO
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Micah Cheserem, Chairman and Faturna Abdikadir, uice chairperson,
Commrssion on Reuenue Allocation at o media briefing on the

recommendation for sharing of reuenue onlong coLoTtA gouernments.
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1 Mandate and role of the Commission

The Commission on Revenue Allocation (CRA) is an independent
Commission set up underArticle z15 of the Constitution of Kenya zoro. Its
core mandate is to recommend the basis for equitable sharing of revenues

raised nationally between the national and the county governments, and
among county governments.

A trusted and effective adviser on equitable distribution of resources for
rapid and balanced economic growth.

To make recommendations on equitable sharing of revenue, financing of,

and financial management for both national and county governments.

To achieve its mission and vision, the Commission is committed to the
following:-
. Equity - cRA will be guided by the spirit of fairness and inclusion.

. Teamwork - CRAwill always encourage participation of all members
of staff in its operations. CRA believes in people working together to
achieve results.

. Excellence - CRA will maintain quality control and strive for the
highest standards in all aspects of our work.

. Transparency-AllservicedeliveryandoperationsoftheCommission
will include citizen's participation.

. Employee satisfaction - CRA will strive to attract and retain staff
with high morale.

. Integrity - CRA staff will abide and uphold Chapter Six of the
Constitution.

l'romotinS an cquitahl{: so(itS
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The functions of the Commission include:

t Recommend the basis of equitable sharing of revenue raised by
national government between national and county governments.

z Recommend the basis of equitable sharing of revenue raised by
national government among county governments.

3 Recommend on matters concerning the financing of both the national
government and county governments.

4 Recommend on matters concerning financial management of both
national and county governments.

5 Define and enhance revenue sources ofnational government.

6 Define and enhance revenue sources ofcountygovernments.

7 Encourage fiscal responsibility by national government.

B Encourage fiscal responsibility by county government.

9 Be consulted and its recommendations considered before parliament
passes any bill appropriating money out of the Equalization Fund.

ro Be consulted on any Bill that includes provisions dealing with sharing
of revenue.

11 Be consulted on any bill that includes provisions dealing with any
financial matter concerning county governments.

tz Publish and review the policy that sets out criteria for identif,ring
marginalized areas in actualization of the Equalization Fund.

13 Be consulted and its'recommendations considered by Parliament for
all laws being enacted relating to devolved government.
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CRA Performance Review
andAchievements

George Ooko, Chief Executiue Oficer, Commrssion on Reuenue Allocatton at a media

briefing on the recommendation for sharing of reuenue annong countA gouernments.
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, CRA Performance Review and Achievements

In the financial year zot4fzor5, the Commission carried out several
activities in line with its mandate of recommending the basis for equitable
sharing of revenues raised nationally between national and county
governments, and among county governments.

The commission developed a second revenue sharing formula for revenue
sharing among county governments; provided recommendations on
revenue sharing between national and county governments; reviewed
county fiscal strategy papers; developed county ceilings to guide counties'
recurrent expenditure; and analysed county budgets to evaluate their
implementation and ensure they comply with the law.

In collaboration with stakeholders, the commission developed policies
and laws that encourage and support businesses.

This chapter highlights the main achievements of the commission from
rst July, 2oL4 to 3oth June, zot5.
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Article zo3 of the Constitution provides the criteria for revenue sharing
among county governments. Schedule 6 of the Constitution provides
that the first and second determinations of the basis of the division of
revenue among counties shall be made at three year intervals, and five
years thereafter.

In accordance with the provisions of Article 216(1) (b), read together
vith ztZ@) G) and the sixth schedule (16), the Commission on Revenue

Allocation reviewed the first revenue sharing formula used in the FY

2or1l14 and finalized the process and submitted the recommendation to
the Senate in November 2or4.

Different methodologies contributed to the generation of the second

revenue sharing formula. These methodologies include: review of the
first revenue sharing formula; review of international literature on
intergovernmental transfers; and focus group discussions with county
governments and experts.

In accordance with provisions of Article zor of the Constitution in regard
to openness, accountability and public participation in financial matters,
the Commission also held consultations with various stakeholders and
sought for submission of memoranda.

The stakeholders consulted include: the public, the Council of Governors,
the Senate, professional bodies, county executive members, religious
organizations, civil society organizations, youth organizations, academic
community, professional bodies and trade unions, among others.

Based on stakeholders' consultation and benchmarking reports, the
Commission recommended the use of seven parameters in the second
revenue sharing formula. The parameters are: population, basic equal
share, poverty, land area, fiscal responsibility, development factor and
personnel emolument factor as indicated in Table r.

The recommendation for the criteria for revenue sharing among the
counties for the financial years zotzf2o13 - 2or4l2ot5 as compared to
zor5f 16,2ot6lt7 and zorTlr8 as submitted by the Commission to the
Senate is presented in the following table.



Table 1: Revenue sharing criteria for FY zorzf zotg - zot4f zot5 as
compared to zor5/t6 - zotT/r8

ITIRS'I'}'ORNIUI,A

zorzf zorg- zor4/zorg
SI]COND I]ORMUIA
zorg/zor6 - zorT/zor8

PARAMETER WEIGHT (%) PARAMETER WEIGHT (%)
Population
Basic Equal Share

Poverty

Land Area

Fiscal
Responsibility

Population
Basic Equal Share

Poverty

Land Area

45 45
25 25

20

8

18

8

2z Personnel
Emoluments
Development Factor

Fiscal Responsibility
Total 1()()

Source: CRA

The weights ofpopulation, equal share and land area have been retained at
45 per cent, 25 per cent, and B per cent respectively in the second revenue
sharing formula while poverty and fiscal responsibility parameters have
their weights reduced to rB per cent and 1 per cent from zo per cent and z
per cent respectively. Other parameters introduced in the second formula
include:

l)evclopnrent fact<lr': This parameter considers social economic
development indicators such as education, health, water and
infrastructure to capture the respective dimensions of social deprivation
among counties.

Personncl ernoltrnrent factor.: This parameter was introduced to
cushion counties against high expenses on salaries for devolved staff.
This was taken as a short term measure as staff rationalization exercise
in counties is finalised.

Table z provides indicative allocations for counties using the second
formula zor5l 16- zotT I tB.

1

1

Pronx)ti a nn cquitahle so(iet.r

1()()

\\\l \l Rl tl)Rt



Tatrle z: Indicative Allocations by the Second Formula zol-5ll^6 -
zorT/zor8 Criterion.

I'r.rmotina rn equitrbl€ societ]

4,2Ot.,643

4,6t7,134
7,529,197

5,t66,686
3,255,765

3,729,722

5,68o,588
5,695,966
3,188,310

4,957,387
B,Bt6,o65

4,638,725
8,t72,,4o6

B,6sg,94B

9,6t3,592
6,,646,586

5,9rr,84o
7,t79,O74
6,27o,979

3,435,5t6
2,1O9,118

6,5o4,62t

5,9r4,843
8;349,6s7

4,9r4,354
6,737,442

5,,70t,704
6,t9t,2t3
5,96t,787

No.
1

2

3

4

5

6

7

B

9

10

11

t2
13

t4
15

t6
17

rB

t9
20
2l
22

23

24

25

z6
,.7

zB

29

_9_o_.rrrry
Baringo
Bomet

Bungoma
Busia
Elgeyo/Marakwet
Embu
Garissa

Homa Bay

Isiolo
Kajiado
Kakamega
Kericho
Kiambu
Kilifi
Kirinyaga
Kisii
Kisumu
Kitui
Kwale
Laikipia
Lamu
Machakos
Makueni
Mandera
Marsabit
Meru
Migori
Mombasa
Murang'a

4,440,659
4,724,969
7,675,860
5,440,342
3,27O,497

3,838,oo6
5,77r,775

5,635,O58

9,o56,6t4
4,4t2,695
8,9o8,384

4,487,t48
7,463,67t

7,44r,333
3,538,279
7,093,750
5,68t;64
7,267374
5,t25,789
3,449,603
2,O51,921

6,768,775

5,969,766
8,955,866

5,r89,55e
6,493,8t6

5,836,9s4
5,t97,984
5,356,o9o

First Formula

Source: CRA

Second Formula
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Table z: rndicative Allocations by the second Formula zot5/t6 -zotT/zor8 Criterion - (continued)

No. County Second Formula
3o
31
DO

JJ

34

35

36

37

3B

39

4o
4t
42
43

44
45

+6

47
259,779,ooo

Nairobi City
Nakuru
Nandi
Narok
Nyamira
Nyandarua
Nyeri
Samburu
Siaya

Taita/Taveta
Tana River
Tharaka -Nithi
Trans Nzoia
Turkana
Uasin Gishu
Vihiga
Wajir
West Pokot
TotaI

t2,996,834
8,t1.6,479

4,755,r89
5,287,ggt
4,'t54,6tO
4,307,]^46

4,449,297
3,552,345
4,995,385
33Og,6zO
3,984,623
3,t37,622
5,O99,70t
to,479,2t5

s,tgo,g7t
3,87r,479
7,z3z,Bgz
4,3r3,777

t4,o44,8o9
B,t3o,z8z
4,542,827
5,32o,887
4,t46,o22
4,oB2,gg2
4388,429
3,zo3,Bz6
4,,9t3,O67

3,322,549
4,469,8o3
3,t44,96t
4,B6r,3ro
8,r.44,4o9

5,1o3,6oo
3,883,685
6,833,9o6

4,O89,767
2591779rooo

First Formula

PromotinB an rquirahlr !,o(irr!
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Article zoz(t)of the Constitution stipulates that revenue raised nationally
shall be shared equitably among national and county governments.

Further, Article zrZ@)(b) states that in determining the basis of revenue

sharing, the Senate shall request and consider recommendations from
the Commission on Revenue Allocation.

The Commission in zor5l16 recommended a total of IGhg+2.6 billion
which comprised of KshzBz.Z billion as equitable share for county
governments and IGh.65.z billion as conditional grants. Table 3 indicates

the respective equitable share recommended by the Commission,

National Treasury and Intergovernmental Budget and Economic Council
(IBEC) as revenues due for counties for financial year zo15/16. The

conditional grants are used as a mechanism for achieving particular
national government obj ectives.

Table 3: Recommendations on County Allocations zot5f zo16
(Ksh.Billions)

f)cscription g National
Treasury

227 227

o

28.6 23.9

12.5

1.5

4.5

1.5

3.33.3

IBEC

Promotins an equilable socic!v

Allocation to CountY
Governments FY zor4lt5
Additional Revenues for zor5lt6
I Adjustment for Revenue

Growth (Using a three
year average growth of
revenue & GDP =ro.4t)

II Additional costs for countY
structures based on SRC and
Transition AuthoritY Circulars

III Devolved functions being
performed by National
Government in FY zor4/r5
to be transferred as

Shareable Revenue

15% of fuel lery for
maintenance of countY roads

23.9

\\\I \I RI I'I)RI



Personnel emoluments,
operations and maintenance
(Livestock, Fisheries,
Health, Library Services and
Consumer Protection)
Slum upgrading and
horrsing development
Leasing of medical equipment

ry Underfunded devolved functions
that need additional funding
Provision for ECD infrastructure
Village polyechnics

VI Unfunded devolved
functions under agriculture
and emergency fund

Total Equitable Share
Source: CRA

o.9

o.5

282.7 2S3.s 258

1.5 1.5

o.2

J.J

.)

.)
r)
!,

1.5

5.3

o.9

o.5

Table 4 presents the recommendation on conditional grants as made by
the commission, Treasury and the IBEC to county governments for the
financial year 2or;ft6.
Table 4: Recommendation on Conditional Grants to Counties
(in millions)

Conditional Grants National
Treasury g

Level 5 hospitals 3.6 2.r 2.1

Free maternal health care 4 4.3 4.3
Fertilizer and seed subsidy .)

Kenya Rural Roads Authori V (KeRRA) 27.2

Kenya Urban Roads Authority (KURA) 8
Regional Development Authori ty (RDA) 4.3
Water Services Boards (WSB) 14.8
National Youth Service 6.3
15% of fuel lery for maintenance of county roads .)..) 3.3
Leasing of medical equipment 4.5 4.5

0.9

2()

65.z 15.1 15,1

Table g: Recommendations on CountyAllocations zots/z'otl
(Ksh. Billions) - continued.

Pronn,lina an e(tuitrhk. \(x.i(.I\

Healthcare facilities compensation for forgone -
user fees

o.9

Total
Sortrt t'; CRr\ and National 'l'rcastrrr
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Section rrTG) of the Public Finance Management Act (zorz) stipulates

that in preparing the county fiscal strategy paper (cFsP), the county

Treasury shall seek and take into account views of the commission

on Revenue Allocation. A CFSP contains policies and priorities for the

county with regards to revenues, expenditures and borrowing for the

next financial year. It ensures effective linkage between policies, plans

and budgets in the medium term.

The CFSP provides expenditure ceilings for county departments, units

and agencies and provides priority areas for investment of the county in

line dth the couniy integrated developrnent plan and sectoral plans.

During the period under review, the Commission reviewed 4z CFSPs

for zotslzot6 - zotTlzor8 and sent recommendations to respective

counties. Some ofthe commonissuesthatemergedinclude: lowabsorption

of development funds; unrealistic projection of own revenue collection;

excessive expenditure on non-priority areas; and, weak monitoring and

evaluation frameworks.
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2.5 Public Financial Management in countv Governments

E' Soswter oioamong, couernor Busia County (right) drscusses budg et ceilings with prof. Joseph Kimura
(centre), CRA Conrmrssroner crd George Ooko, CEO

2..5.1 L'ttrrrttrl Budqct (i,i/irrr7.s

Section ro7 of the Public Finance Management Act (pFMA) zotz in the
medium term provides that county governments need to spend at least
30 per cent oftheir budget on development and 70 per cent on recurrent
expenditure. In implementing the fiscal .".pomibility principles the
commission developed county ceilings to guide counties' recurrent
expenditures of county assemblies and executives during the budgeting
process.

In line with the commission's mandate of recommending on matters
concerning the financing and financial management of national
government and county governments, the commission analysed county
budgets for zor4lt5 to ensure that they compry with law r.ri ur" in line
with the Commission's recommended budgei ceilings.
The budget ceilings were developed through a consultative process
with county governments and the senate. ihe consultative meetings
brought together accounting officers from both county executives and
assemblies. The aim of the consultation was to develop objective costing
of new structures which culminated in the ceilings thit were submitted
to Senate for approval.
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The Commission arrived at a consensus with county governments on the

ceilings that had been issued. This involved adjustment and negotiations'

The rieetings highlighted a number of issues, among them the need to

finance:

(i) The establishment of physical structures for some counties that did

not have pre-existing ones.

(ii) Medical insurance for county Sovernment staff in line with Salaries

and Remuneration Commission (SRC) circulars'

(iii) Public participation as envisioned in the Constitution'

These discussions revealed that there was need for capacity building

amongboth county government officials as well as members of the public

in public finance management.

The principles of devolution are anchored on three main objectives:

."rorrr." distribution, service delivery and fiscal responsibility. All these

can be achieved through prudent utilization of resources which the

commission upholds. tn tight of this, the commission recommended to

Senate a ceilinf of IGh. +S.6 billion comprising of Ksh. z5 billion for county

assemblies urd X"h. zo.6 billion for county executives for zot5lzot6'

Since inception of devolution, the government has used several methods to

come up frth costs of devolved functions. However, more predominantly

historical costing has been used in making various recommendations

for revenue sharing. The Transition Authority in collaboration with the

Commission are inlhe process of finalising a comprehensive exercise on

costing of government functions to determine the proportion of funds

and other resources necessary for the performance of functions assigned

to national and county governments.

costing of functions informs planning and budget process at the national

and county governments in order to enhance efficiency and effectiveness

in the ,r"-oi."rorrrces. The first phase of the costing exercise covers five

sectors namely: Agriculture, Livestock and Fisheries, Transport and

Infrastructure, Water and Natural Resources' Health, Foreign Affairs

and International Trade.
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The commission analysed county budgets for zorglr4 to evaluate
their implementation, comparing respeclirre allocations for recurrent
expenditure against development expenditure. The analysis was aimed
at informing future engagements on budget implemeniation between
the commission and counties. This wil infoim the commission's
recommendations and views on the projects counties should carry out in
subsequent financial periods.

The commission has established that county governments are facing
challenges in drafting county revenue legisration, revenue collection
and administration. Further, the business community has highlighted
challenges it faces with reference to some guidelinei and le[islalions
passed by county governments impeding investment in counties. In some
cases, the business community, under their umbrella organizations, have
taken county governments to court citing lack of public participation in
matters affecting them.

.\\N(.\t. RIt,()R.f
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In view of the above challenges, the Commission resolved to work

with stakeholders to develop policies and laws that encourage and

support businesses while generating revenue for county governments'

Sutsequently, the Commiision organized a National Conference with

the theme'Doing Business in the County'from rz-r4 October zor4, with

participants dralwn from national and county governments as well as

representatives of the business community'

The conference resolved that county governments should design/amend

their revenue raising laws in accordance with constitutional and other

legislative provisions. However, some counties have limited capacity to

,rrid".tuk" drafting of Iegislation and policy. In view of the challenge, the

commission, in partne.it ip *itt the Kenya Association of Manufacturers

(KAM) engaged services of consultants to provide technical 
-assistance

to county governments in the review/development of suitable revenue

legislationihat will boost revenue collection, and assist counties to attract

and retain investors.

A meeting was organized between the Commission and the Chairperson

of the Intergovernmental Budget and Economic Council (IBEC) to

present the rJsolutions of the Foium on "Doing Business in_the Coun\r"'

the meeting resolved that the Commission on Revenue Allocation and

the National Treasury would take leadership in resolving issues of double

taxation.

commissioner Me.shack onyrrn.r;o ( seated thirtl tefi) with delegotes ot the coastol county (luster nteeting otr

"urrrrrlror"nr.rrouingleor.sl<lrron,themed,I)oingbu'sirressirlcounties"
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The commission subsequently held cluster meetings for the 47 counties,
providing a forum for all stakeholders to share their views on proposed
laws. This technical assistance to county governments culminated in the
preparation of:

a) Two Policy documents, namely:

i. The Legislative Policy Framework

ii. Economic Policy Framework

b) Five model revenue bills, namely the:

i. county Revenue Administration BiIl: This confers power and
responsibility for the administration of county revenue iu*, o., u
public offcial who is to be held accountable for ihat administration.

ii.. county Rating Bill (for property Rates): provides for the
imposition and collection of property rates by a county government in
accordance with Article 2o9(3) (a) of the Constitution.

iii. county Trade Licensing BiIl: provides for a county government
to grant trade licenses in accordance with part z of the Fourth Schedule
of the constitution. A trade license authorizes a person to conduct a
business in the countlr, including a profession, trade or occupation.

iv. county Public Participation BilI: provides for the establishment
of a legal framework for facilitating public participation in county
government policy processes and service delivery.

v. Model county Finance Bill: amends the raw relating to various
taxes and duties that a county government has jurisdiction over.

c) A Model county Tariff policy that provides the basis of the fees,
rates or charges for services counties provide. The objective of the
tariffpolicy is to ensure that:

i. Tariffs of county government comply with legislation prevailing at
the time of implementation.

ii. county government services are financially sustainable, affordable
and equitable.

l'ronn,tins an rquitnblc srx.ier\
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and ualtdation of inuentory of assets and

The Commission also participated in the following national activities that

were done jointly witli partners and other constitutional bodies:

z.B.t Preparation
liabilities

The commission continued to support the Transitional Authority (TA)

in its mandate of preparation and validation of inventory of assets

and liabilities from defunct local authorities so as to facilitate the Iegal

transfer of assets and liabilities to counties. The support has been through

membership and participation in the Technical Committee on Transfer of

Assets ana Liabitities (TCTAL) and Joint Technical committee on Assets

and Liabilities (JTT).

During 2ot4f rS, county sub-committees on assets and liabilities were

formel in the 47 "orrii"t 
with a view to speed up preparation of an

inventory of assets and liabilities. As a result, unaudited inventory of

assets u.ra tiubitities registers were developed in counties. Further,

consultants are to be engaged to audit inventory registers and to resolve

iii. Needs of the aged and disabled are taken into consideration.

iv. There is consistency in application of tariffs throughout a county.

v. The policy is drawn in line with principles outlined in the County

Government Act zorz.

The model laws can be downloaded from: wlvrv.cl'akc'nYa.org/

in firruritti ott / rt't'o ul tlre trcl tld -crltt tr tt'-rel'ell tte-l zrlvs

county governments have received the five bills and tariff policy

highH;h;d above for their customization and adoption. Counties that

coilect"a large portion of their revenue from the agriculture sector received

a draft bitl cailea county Agricultural Produce cess Bill which is

expected to provide imposition of cess on any kind of agricultural crop or

animal produce within a county.

Counties were advised not to overstate their own local revenue in their

county budgets to avoid huge funding gaps leading to budget deficits.
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arising issues which include: determination of ownership of disputed
land and buildings, value and confirm land sizes and authenticate claims
as regards liabilities.

some of the challenges experienced while undertaking the inventory
included lack of asset registers and supporting documeriutio, to process
claims in regard to liabilities.

The constitution of Kenya 2o1o (Article z6)(z)gives cRAthe mandate to
advise and recommend on matters concerning the financing and financial
management of county governments while Article zr6(gxb) gives cRA
the mandate to define and enhance revenue sources ofboth naiional and
county government. The constitution, through Article zr6(3Xc) also
mandates the commission to encourage fiscal responsibility ty county
governments as they manage public finance.

Cottttt11'l'r'<utsitiont (\xn.<lirntor Ti.rrnsilirlr Aut11(n'ittt IIessetl
,?nl(rrv (r/o.s.sets- (n(I li(lbilittc.s to the Isiob County,.1sst,rrrbft7 .Sircrr(r,r..

lllohonurrcd'l-uli
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The Commission in partnership with the National Treasury issued

guidelines to county governments on minimal requirements to be adhered

iowhile procuring revenue management systems. Arevenue management

system ii an application that automates revenue administration functions

in county governments which then enhances revenue collection and

promotes governance through a transparent process'

The guidelines outline:

(i) Standards to be used to procure revenue management systems'

(ii) Advice on policy, regulations and legislation through information

systems.

(iii) The need to monitor compliance on fiscal responsibilities through

information sYstems.

In view of the above, county governments requested technical support

from the Commission in the identification of revenue sources and guidance

on procuring and managing implementations of revenue management

systems.

The following counties were supported in zor4lzor5: Kericho, Taita

Taveta, Lamu, Baringo, Bomet, Kwale, Kajiado, Kakamega, West Pokot'

Kisii, Mombasa, Nyamira, Marsabit, Siaya, Nakuru, Nyandarua, Laikipia,

and Kiambu.

The following objectives guide the technical assistance services offered

by CRA to counties:

(i) Examination of different local revenue collection sources and

including them in the revenue management system'

(ii) Reviewing the effect of revenue collection on service delivery, and

how both activities can be improved through systems'

(iii) Identifying constraints limiting local revenue collection.

(iv) Assessing and recommending revenue enhancement measures.

(v) Recommending processes that encourage prudent financial

management, specifically through the use of ICT systems'

l'r.,rr('ring an cquilahl(' \r'(icl!
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2.9.2 (lounttl l?euenue Autonmtiort Conlbrance 2015

A key recommendation identified while working with county governments
is automation of revenue collection in order to seal ."u.rrrL l"ukages and
therefore increase their revenue.

In order to bridge the gap between revenue and ICT teams in counties,
share experiences and improve on industrybest practices, the commission
is planning for a county Revenue Automation conference to be held in
FY zor5-zo16.

The objectives of the conference are as follows:
(i) To provide an understanding ofthe regal framework as the foundation

of revenue management.

(ii) To discuss automation processes (ICT systems and procurement
processes).

(iii) To discuss the role of ICT in revenue mobilization and revenue
management.

(iv) To review and share counties'case studies on revenue management
automation.

(v) To identifr the type and extent of which e-revenue management
systems have been implemented and adopted in county governments
in Kenya.

(vi) ro identifu the problems and challenges encountered during
implementation and adoption of e-revenue management system in
counties.

\\\I \I RI I'oR I
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The Commission provided legal advice and technical input to new/
proposed policies and laws. Some of these laws are as follows:

2.to.t Cortrtltl (Jout'r'ttrrtt'rtls (,1trtt'rttirtlcrtl) (No. z) Iiill xttl

This bill sought to establish a County Development Board to be chaired

by the Senator within the county. The Commission proposed for the

formation of a county leader's consultative forum instead, to be chaired

by the Governor. The Commission made its proposal in its effort to quell

distrust between senators and governors, with governors suspicious that
senators wanted to control the affairs of the county governments through
this proposed law. The Bill has not yet been passed.

2.1o.2 Corrrtttl ()ot't't'tlrtlt'rtl.s (,4rttcrtt/trrt'rrt) (.\ro.4 ) l)ill ztttl

This bill sought to provide for the election of county deputy speakers,

and the functions of deputy governors. The bill was in response to the

fact that there is a lacuna in law for the position ofdeputy speaker, and

the functions of the deputy governor. The Bill has not yet been finalized.
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2.to..'j l'ublit'l;irrurtt.t, Ilttrturlt,rrrt,rtt (,hrtt,rttlrrrt'rtt) Bill'rot,;
This bill sought to increase county development expenditure from 3o%
to 600/o. cRA wrote to senate for it to be retained at go%o in accordance
with international best practice. The amendment was not passed by
Parliament.

't.tr).1 Irrlt'r'r1ot,t,r'rtrttt'rttrtl 1{t,ftr1iorr.s (,.\ntt,rrdrru,rtt) l)ill Lotq
This bill sought to make provision for a council of Deputy Governors,
and a Council of County Assemblies. The legality of the amendment
was raised because the Intergovernmental Relations Act contains
adequate mechanisms that would represent the interests of entire county
governments, including those of deputy governors and county assemblies
through the council of Governors and the Summit. The Bill has not been
passed by Senate.

't.to.S (ilrrnrrrrrilrT l,urtd l)ill Lot,5

The commission made comments on the Land Bill because it directly
affects county governments regarding the benefit of communities from
community land, and the management of community land by communities
and county governments. comments from the commission were sent to
the commission for the Implementation of the constitution. The bill has
undergone first reading in Senate.

2.1o.(', NrrliorrrrlSolcrt,irlrr ll'tultlt l:rtrtd tlill Lotq
The Bill is critical in public finance management because it provides for a
Futures Fund for the benefit of future generations, and an Infrastructure
Fund, among others. The commission studied the operation of national
sovereign wealth funds, particularly in Norway, and made input to the
Bill. comments were sent to the commission for the Implementation of
the Constitution.

2.1o.7 Pultlit' l;irtrtrtt't' llttntttlt,rrtt,rtl llt<luluti()ns 2otJ
The PFM Regulations are critical to the mandate of the commission
particularly in the financing and financial management of county
governments under Article zt6 (z) of the constitution. The commission
made comments on the Regulations and submitted them to the National
Treasury.

I'ronx,titrB x cquitrhl( v,(ictl
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2.1o.u 1)irrisiorr of'llctterttLe Bill totq
The Commission made its comments on this Bill as required under
Article zr9(z) (c) of the Constitution.

2.1().() ('orrrtlr1..111ot'trliort of'1ft't'cttuc liill',ot-l
The Commission made its comments on this Bill as required underArticle
zr8(z) (c) of the Constitution.

2.to.to I'ublit'.,ludit llill',or1
The Commission worked with the Commission for the Implementation
of the Constitution on this Bill as it directly relates to the mandate of
the Commission in the financing and financial management of county
governments, and fiscal responsibility under Article zt6(z) and (g)
(c) of the Constitution. If public audit is carried out adequately under
Article zzg of the Constitution, the mandate of the Commission in fiscal
responsibility and financial management will be greatly enhanced. The
Bill was passed by the National Assembly on l8th June zor5.

Promotina an cquitablc s.)cicty
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Promoling an equitable societ)'

2.1o.11 Public l;inurtce Munuqarrrcrtt (Arnerulrnl.lft) Rill zotq
This Bill concerned public debt under Chapter rz of the Constitution.
The Bill was to enable national government to raise funds through the
issuance of external securities. The Commission presented its comments.
The amendment Bill was passed by Parliament in zor4.

2.to.t2 Public' Procurt,rrter:1_ arull)i.sposrrl Bill. zotq

County governments have highlighted that they face challenges with
procurement processes as the main reason for low absorption of funds.
The Commission reviewed the bill and largely approved its provisions
which aim at ensuring that procurement processes are simple, and take
advantage of new technologies. The Bill was passed by National Assembly
on l8th June zor5.

2.1o.1:J l;irtrtnce Bill zotq

This bill included new taxation measures for natural resource incomes.

2. t o. t 4 Strrlrrtc Ltrtt, L'liscellrurt,ous rltrtt rtdrtrcrtt Bill, zo t q

The Commission reviews the Statute LawMiscellaneousAmendment Bill
everyyear to ensure that any proposed amendments are not averse to the
principles and objects of devolution, and the principles of public finance.

').to.tS Mirtirtrl Bill, oot,l

This Bill was passed with a schedule for the sharing of royalties from
mineral resources between national government, county governments
and communities as follows:

(i) National government - 70%

(ii) County governments - zo%o

(iii) Communities where minerals reside - ro%

The Commission was instrumental in the debate and passage of this
Bill with the above schedule, as it ensured that benefits from mineral
resources trickle down to community level.
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2. I ( ). 1 6 .\ rrl u rrrl Rt'.sou rcr'.s ( Rt' rtt.ltt Sha rirrrT / Bill. z t t t -1

The Bill makes provision for the sharing of benefits from natural resources
between national government, county governments and communities. It
specifically makes the following proposals for benefit sharing:

(i) zoo/o to be paid into a National Sovereign Wealth Fund, of which
6o% shall go into a futures fund; and 4o%lo to a natural resources
fund;

(iil Of the remaining 8o%o,6o%o to be paid to the national government;
and 4o%" to the county government where the natural resource
resides;

(iii) Of the share of the county government, 4oyo is to be assigned to
local community projects; and 6o%o for the benefit of the entire
county. The Bill also establishes a Natural Resources Benefit
Sharing Authority to determine and oversee the sharing of benefits
from natural resources.

The Commission wrote to the Senate in May 2015, recommending that
the sharing of revenue from natural resources should be made by the
Commission on an annualbasis as opposedto creating a newAuthorityas
the mandate of the Commission also extends to sharing of revenue from
natural resources. The Commission also recommended the definition of
a local community to be a'sub county' as opposed to a'ward'.

The Bill was passed by Senate on 24th June zor5.
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2.to.17 lVutcr Bill zot'1

This Bill contains water reforms in order to align the water framework in
the Water Act 2oo2 with the devolved framework under the Constitution.
The major reform required is the role of county governments in the
management of water services, and the provision of water and sanitation
services to citizens within the county. The Commission worked closely
with the Commission on the Implementation of the Constitution in the
development of this Bill.

z.to.ttl /)ilisiorr ol' Rt,t,t,rtua l)ill zot1,

The Commission made comments on this Bill to the Senate as required
under Article zrB(z) (c) of the Constitution.

2.to. tg ('orutttl Allot'utiort o.l' llt'uenuc l)ill Lot.5

The Commission made its comments on this Bill to the Senate as required
under Article zr8(zXc) of the Constitution.

2. t o.2o Noliorrrr/ l,.rtt,r't1 11 rtrtd l)elrolt'rrrrt l'olic'11',o t 5

The Ministry of Energy prepared the Petroleum Energy Bill zor5
and Petroleum (Exploration, Exploitation and Production) Bill zor5.
The bills make proposals for the sharing of revenue from petroleum
resources, which directly affects the mandate of the Commission in
making recommendations on the sharing of revenue between the two
levels of government, and among county governments. The proposed
laws contain the following proposals on the sharing of revenues from
energy and petroleum resources:

(i) Establishment of a National Energy Conservation Fund

(ii) Establishment of a Consolidation Energy Fund

(iii) 75% of revenue from oil to go to national government

(iv) zoo/o of revenue from oil to go to county government in which
there are petroleum operations, but should not exceed 2ooyo ofthe
equitable share of the county government; and

(v) S% of revenue from oil to go to the community in which there are
petroleum operations.

Promorina an cquitable socieB
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The Commission made the following recommendations for the
improvement of the Bills:

(i) Proceeds from oil should not be used to finance budgets but should
be used as much as possible for the purposes of a Futures Fund.

(ii) National Sovereign Wealth Fund: the percentage of proceeds from
oil to be deposited in the Fund should be fixed in the law and not
left to the discretion of the Cabinet Secretary. The Fund should
be managed by the Central Bank of Kenya and not the National
Treasury. Finally, the law must have very clear procedures on
deposits and withdrawals from the Fund.

(iii) The Petroleum Fund should be managed by the Central Bank of
Kenya.

2.1o.2t [;ot'esl Ctlt.st'r'r,rttir trt urul l'Itrt'ttttlctttettt l]ill otttl

The Commissionworkedwith Strathmore Universityto provide comments
on the Bill to the Senate Committee on Land and Natural Resources.

The Bill is important as it provides for streamlining the management of
forests with the devolution framework under the Constitution.

2.1o.22 Laqul Mrticr, I,lo. :11 l'ublit'lrittrutc't, Llttrttult'rtrcrtl (N'rrtiortrrl
( ir rt'r'r'tl trtt'rt I ) R tt 1 r t lu t io rl.s f ( ) I;i

The Commission made comments relating to the financial management
of national government institutions on the Regulations and submitted
them to the Senate. The PFM Regulations are critical to the mandate

of the Commission particularly in the area of fiscal responsibility under
Article 216(3) (c) of the Constitution.

2.ro.2:J Lt'qul ltloticc lJo...;5 Public liirtrutt't, Llrtrtntlctrtt'rtt (Crtrtrttrl
(,-ot'crruttcrt ts) Ilcrlulutiotts ltl t 5

The Commission made comments on the Regulations relating to the

financing and financial management of county governments and

submitted them to the Senate in April zor5. The PFM Regulations are

critical to the mandate of the Commission particularly in the financing
and financial management of county governments under Article 2L6(2)

of the Constitution.
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2. 1 o.2 1 -\ otiorral -{s.serrrbl-r7 PL-} l ( -.lrrtt,rulntt,rtt ) Bill z o t.;
This Bill contains amendments of various provisions of the pFM Act
which have great implications on the financing andfinancial management
of county governments, for instance, ceilings on recurrent expenditure,
disbursement of funds etc. The Commission made comments on the
amendments to the National Assembly. The Bill has gone through first
reading in the National Assembly.

::.l r l,.tlrralizlrtiolr I.ulrrl
On implementation of the Equalization Fund, the Commission provided
technical input in the following:

2.11.1 llortotu'uble Luti Lelelit's(ilr.stitrrtiort of' Karryu (..lrnan<lntt'rtt)
(-\'o.:) Bill zot;1

This Bill sought to provide that monies from the Equalization Fund shall
be disbursed to constituencies where marginalized areas identified under
Article zfi(q) exist. The commission had already determined the criteria
for identifring marginalized areas underArticle 216(4)of the Constitution
and had identified marginalized areas in the context of counties. The
Commission therefore wrote to the National Assembly, advising that the
proposed amendment would require a referendum since it affects the
objects and principles of devolved government.

2.11.2 C'obinet Sacretarq's Guidelines tn tha inrytlenrcntrtiort o.f'the
Equalizcttiort l;ruul z o t 5
The cabinet secretary for Finance published and submitted to parliament
guidelines for the implementation and management of the Equalization
Fund in April zor5.

The guidelines mainly provided that the National Treasury shall manage
the Equalization Fund, from which shall be disbursed conditional grants
to county governments.

The Commission wrote to Parliament and advised that the funds should
be disbursed directly to county governments as conditional grants, and
should be managed directly by county governments as recommended by
the Commission in the Criteria it used to identify Marginalized Areas in
2013.

\\\t'\t R l,t,()R'l
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2.11..:l I'r'irtt'ipic.s o/'Rc't't'rlttt'ShrrrirtrT

The Commission reviewed Article zo3 of the Constitution. This was

necessitated by the fact that the annual Division of Revenue Bill and

County Allocation of Revenue Bill for zot2l13 and zor3/r4 were not
based on the interpretation of the principles of equitable sharing of
revenue under Article zo3 of the Constitution.

The National Treasury therefore applied its interpretation of the

constitutional principles under Article 2o3(1) in the Division of Revenue

Bill, particularly that of national interest, and national obligations. The

Commission consulted the Commission for the Implementation of the

Constitution on the interpretation of Article 203(1) of the Constitution.
The matter is with the CIC.

The Commission organized county training for the County Budget and

Economic Forum to sensitize counties on the importance of public
participation and the need to constitute the forums in line with Section

r37 of the PFMA, zorz.

In partnership with International Budget Partnership ,Institution,
The Institute for Social Accountability (TISA) and National Taxpayers

Association (I.i-IA), trainings were organised for county executive

committees and County Budget and Economic Forums so that the

Forums work could be enhanced in accordance with section rB7 of the

PFMA zorz.

The Commission continues to provide technical support to county
governments on drafting of laws impacting on revenue, up_on request

under section 16r of the PFMA, 2012. In this regard Lamu and Mombasa

counties requested the Commission to assist in the drafting of bills
impacting on revenue as follows:

MotnbassCounty
(i) Mombasa Carriage of Food Bill zor4

(ii) Mombasa Port Authority Bill zor4

(iii) Mombasa Ferries and Harbours Bill zor4

(iv) Mombasa Wholesale Market Control and Licensing Bill zor4

1\\t,\l Rl P(rR l
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(v) Mombasa Public Nuisance Bill zor4
(vi) Mombasa Public Works Bill zor4
LannuCounty
(i) Revenue Administration Bill zor5
(ii) Trade License Bill zo15

(iii) County Valuation and Rating Bill zor5
The commission participates in the Intergovernmental Budget and
Economic Forum (IBEC) Legal Committee, and Loans and Grants
committee. The two committees advocate for pFM reforms to address
challenges of devolution, and also issues relating to loans and grants in
the context of devolution.

. . l'.'.: ; .: -, ' :

with respect to the emerging discoveries in the natural resources sector,
the constitution in Article 69(a) requires the State to ensure sustainable
exploitation, utilization, management and conservation of natural
resources. The state is also required to ensure the equitable sharing of
the accruing benefits and utilize natural resources for the benefit of the
people of Kenya (Art. 6g (h)).

The commission is tasked with natural resource policy formulation and
reforms, in relation to revenue enhancement. The commission further
aims at providing technical advice and overseeing implementation of
strategies on effective natural resource exploitation and revenue sharing.
The Commission:

(i) operationalized the Kenya Petroleum Technical Assistance project
(KEPTAP).

(ii) Gave recommendations for inclusion into the Mining Act and
Petroleum (Exploration, development and production) bill during
review.

(iii) offered technical advice to Mombasa county regarding natural
resource revenue enhancement.

(iv) offered technical advice to National Lands commission in developing
natural resources regulations.

.\\\t \t. Rt.P( tR I



communication on the implementation of county projects and provision

of services to the publichas notbeen adequate. Conversely, media coverage

on devolution is constantly filled with negative information which tends

to be political and undermines public perception on development and

service provision.

In view of the inadequate media coverage on the positive aspects of county
projects implementation and service delivery, the Commission organized

ior u 
"orsrrltative 

media and communication workshop from z6th to
z$th May zo15 for county directors /county heads of communication and

media. The purpose of the workshop was to engagewith media and county

communication directors/heads, so as to build capacity on reporting
about devolution. This would enhance how counties communicate project

implementation and service delivery to the public, in order to promote

understanding and decision making on devolution.

Present at the meeting were representatives from the Commission,

IINDP, Kenya correspondents Association, editors from mainstream and

electronic media, Media Council of Kenya and county directors/heads of
communication.

Achievements from the workshop were: enhanced capacity of county

directors/heads of communication to package, report and communicate
development projects and provision of services in counties; production of
newsletters, magazines, videos and enhancement of county web content

to highlight county achievements.

In addition, media linkages between county directors/heads of
communication were forged with editors present from Royal Media,

Standard Newspapers, Radio Africa Group, Kenya Broadcasting

corporation (KBC) as well as Nation Media Group. This will contribute
to easy access of information from counties.

l'ronn'lin8 an equitabl(' soci( lr
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Training and development is an essential organizational function that
provides opportunities for individual employees to upgrade their core
competencies, knowledge, skills and attitudes. Trained employees
undertake duties and responsibilities competently thus contributing to
the attainment of the Commission's mandate.
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No

(a) Executive Drivers course

(b) CashandTreasury
Management

(c) Monitoring and
Evaluation Certification

Kenya Institute
of Management

7
1

I

COURSES

(d) Public Finance 1

z Senior Management Course

3 ICPAK seminar (Msa)

Kenya School of
Government
Institute of
Certified Public
Accountants
of Kenya

5

1

4 IHRM Annual Congress (Msa) Institute of
Human Resource
Management

1

S (a) Prince r and z Computer
Learning Centre

I

(b) Prince r and e 2

6 Crisis Communication
and Management

Public Relations
Society of Kenya

1

7 Minute and Board Paper
writing and proficiency in
conducting meetings

Institutional
Consultants
Kenya

15

In the same year the following international trainings took place:

(i) Training on fiscal decentralization, June, 2015.

(ii) Bench marking on devolution in Addis Ababa, Ethiopia.

\\Nl'\t Rl P()R l

Table 5: Staff Trainings

The Commission executed various trainings to staff as follows:

INSTITUTION

1

PARTICIPANTS



staff and trciners ot tlte course on mirurte .,ritirtg orul pr<>ficiency irt conducting meerinos

1

2

ln zot4f zo15 the Commission carried out recruitments as follows:

Table 6: Selection and Recruitment

No Position
Communications Manager, Communication
Corporate seryices Manager, HR and

Administration
Procurement Assistant
Driver

3 Corporate Services
Corporate Services

Manager, NRM
4

5

Department

\\\t \t Rr l'( tR I
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The Commission deployed an Enterprise Resource Planning (ERP)

System to enhance productivity within the Commission. The application

covers functionalities that are not captured in IFMIS such as asset and

performance management. The ERP system provides an integrated view

of core business processes within the Commission and improves efficiency

in operations.

The system will process online services request in human resources,

finance and procurement sections.

The Commission in conjunction with the Directorate of Public Serwice

Management deployed an Integrated Records Management System

that automates mail management functions at the registry section. The

system manages tracking and dispatching of mail correspondences thus

promoting efficiency and timely response to correspondence.

I'ronrotinB an equilat lc sotielt.,
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B Development Partners

In order to achieve its mandate, the Commission collaborated with several

development partners. The level of collaboration included technical
capacity assistance, budgetary support and participation in forums.

:j. t.t Ctttrrrttl /CIi. l (irrt.sttllttlit't' rttt't'lirtrTs

The Commission partnered with UNDP, SUNry - Ahadi Kenya and the

world Bank in running a devolution program in which consultative
meetings were held with county officials on the review of the formula for
sharing revenue, budget ceilings, division of revenue and other activities
related to financing and financial management.
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The Commission, in partnership with the Kenya Association of
Manufacturers (KAM) recruited and engaged services of consultants
to provide technical assistance to county governments in the review/
development of suitable revenue legislation that will boost revenue

collection, and assist counties to attract and retain investors.
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Pupilsfrom Stara Children's Rescue Centre
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-During the reporting year, as part of its corporate social responsibility,
the Commission visited the Stara Children's Rescue Centre in Kibera. The
Commission staff interacted with the children and delivered food items.

The Stara Children's Rescue Centre serves as a school and a feeding
centre. The home has 53o children aged 3-rB years; 70% of the children
are orphans, tgo/o from poor single parent families, ro% poor and g%

neglected and abused children. The home currently cares for 48 HIV
positive children and is continuously testing the existing population
to ensure nutrition and health needs are taken care of. The home was
started by a group of 3o women who contributed money to take care of
each other's children needs as most women had passed away from HIV
and AIDS.

The Stara Children's Rescue Centre boasts of three alumni students
having graduated from high school and now pursuing undergraduate
studies at the Strathmore University through the help of well-wishers
and some corporate entities.

I'r()motinS n cquitalrlc socielr

4 Corporate Social Responsibility (CSR)
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S The Future: Lessons Learned, Challenges and Way Forward

The Commission has been recommending sharing of revenue raised
nationally between national government and county governments and
among county governments for the past two years. This chapter highlights
lessons learnt, challenges faced and the way forward. The lessons learned
in the financial year zor4f zo15 are highlighted below:

5. r.1 ('o.stirt q o.f Countrl f iutc'l iort.s

Comprehensive costing of county governments should be undertaken to
ensure that all items are budgeted for.

q.L:.', ltlccd to l)tt'cksp rr Slrrrrrftrlrl ..1r'crrrrrrl 1lt'lror'1irrr7 l;<trrrrttl

When analysing reports from county governments, the Commission has
realized that there is need to liaise with the Accounting Standards Board
to enforce a standard reporting format for county governments, ideally
in the same program-based budgeting format. To achieve this, there will
be need to consult the Accounting Standards Board, the Auditor General,
Office of the Controller of Budget and the Institute of Certified Public
Accountants of Kenya (ICPAK) to develop a standard format.

5.2.;1 ilt,ed to Prorntttt' ( ilrurrruricrrtiorr ,.1ctit,itir,.s irr (irrartic'.s

There is need to increase budgetary allocations towards funding the
communication function in counties. Also, there is need to enhance
packaging and messaging of information on development projects for
public consumption. This can be achieved by continuous capacitybuilding
and offering refresher courses on public information dissemination to
county communication officials and journalists.

Ilr.'molinA un cquilabl. s(f,ietr
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S.B Challenges Experien
Period
During the period under review, the Commission faced challenges in the
course of delivering its mandate. Some of the challenges include:

5.;1. t l)udqt'1 ('t,i1irr17s

Most county governments felt that the ceilings recommended did not
adequately cater for all necessary items making their implementation
difficult. For instance, counties felt that ward offices, operation and
maintenance costswere notwell-funded. To remedythis, the Commission
held several meetings with counties to address their challenges on case-
by-case basis.

5.11.2 I rncltqrrute l;ruulirul ol'..1c'lilitir'.s

The Commission's budget should be properly funded to ensure that the
Commission's activities are undertaken.
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, t..'i..'i ('r;ut'l ( iisr's

on the revenue
allocation of Busia's Kshs.566, 6t2,679 to Bungoma County, due to
population census errors. Busia County was advised to seek redress
from the Senate, which is the final body that determines the final
allocations of revenue to county governments.

I I

>-olrrr' 1xrrt't,rrrl rltrl<,r ului.li'r - 'l\o'kene (\tunt!l

recommendations on recurrent
governments for the FY zot4lt5.
Speakers of the 47 county assemblies contested that the Commission
on Revenue Allocation does not have the mandate to set ceilings
on recurrent expenditures for county governments; and that any
recommendation by the Commission regarding ceilings for county
governments' recurrent expenditures is not binding and can be
disregarded by county assemblies.

that involved the Commission's
expenditure ceilings for county
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The matter was concluded and judgement delivered in February zor5.
The Judge ruled that recommendations from the Commission on
ceilings for county governments' recurrent expenditures are not mere
recommendations, but are to be given considerable weight.

The Judge also mentioned that the mandate of the Commission to
make recommendations on ceilings for county governments'recurrent
was in the law through the County Allocation of Revenue Act, zo:rz
that amended section rc7 of the Public Finance Management Act,
zorz. The Speakers of the County Assemblies should have challenged
the new law, but they did not, so the matter was overtaken by events.

involving the Commission's
recommendations for recurrent expenditures for county governments
for financial year zot5lt6. The Council ofGovernors sued the Senate
for increasing ceilings for recurrent expenditures for 34 county
assemblies by Kenya Shillings 2.5 billion for zot5l16. The Commission
has been enjoined as an interested party because of making the ceiling
recommendations to Senate. The matter is on-going.

PronotinB an equit blr y,cictv
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concerning valuation
of rates in Kiambu County vis-a-vis the role of CRA under section
16r of the PFMA 2or2. A resident of Kiambu County challenged the
Commission for failing to advise the county government of Kiambu
on the valuation roll under section 16r of the PFMA, zorz. The matter
is on-going, although the Commission has no role in county valuation
rolls.

horizontal revenue sharing formula,
parameter. The matter is still on-going.

regarding the first generation
particularly the population
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5.1. t ('it'ir' lirltrcrrliorr

There is need for the commission and other devolution stakeholders
to conduct civic education on the principles of revenue sharing and
recommendations that are developed.

1j.].:: )lotrilorirrtl tttttl l..t,trltttrt iort

There is a need to develop a monitoring and evaluation tool to continuously
monitor counties on impact of revenue allocation.

;i.1.:i l)rt't'loltrrtt'rrl rtl' l(l' Crtltttcitrl irr ( irrrrrlit,s

The Commission looks forward to offering technical assistance to
county governments on revenue management systems. In addition, the
commission will also implement a county Devolution Portal which will
contain county legislations and other statutory documents for improving
transparency. This system will be accessible by the public.

;;.q.q l'.slub1i.s/r rr itt,sorrrrt, ( i,rr1r.r, rurt1 ( ;1.s /)rr1rrlrrrsc

The Commission plans to develop a GIS database that will enable: data
collection, storage, management, retrieval, analysis and display of spatial
information and map petroleum and other natural resources in Kenya.
In addition, a resource centre is to be developed to be used by the public
for research and community awareness.
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REPORT OF THE AUDITOR GENERAL.

REPUBLIC OF KEN}"{

T.lAhon.: +254-l$ l42ll0
FlI: +25+2Gll1482
E-msil: o!g@or8t nya.go.k.
W.tritc: wwa,.kcn o.go.lc

P.O. Box 3008.H)0100
NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR.GENERAL ON COMMISSION ON REVENUE
ALLOCATION FOR THE YEAR ENDED 30 JUNE 2OI5

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying finanoal statemenls of the Commission on Revenue
Allocation set out on pages '1 to 14, which comprise the statement of financial position
as at 30 June 2O15, and the statement of financial performance, statement of changes
in net assets, statement of comparison of budget and actual amounts and statement of
cash flows for the year 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. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for th€ purpose of the audit.

anagemenfs Rosponsibility for the Financial Statements

Managem€nt is responsrble for the preparation and fair presentation of these financial
statements in accordance with the lntemational Public Seclor Accounting Standards
(Accrual Basis) and for such intemal control as management determines is necessary
to enable the preparation of financial statements that are free from material
misstatemsnt, whether due to fraud or error.

The management is also responsibl€ for the submission of the financial statements to
the Auditor - General in accordance with the provisions of Section 4 of the Public Audit
Act, 2003.

Auditor-Gonoral's Responsibility

My responsibility is to express an opinion on these financral statements based on the
audit and report in accordance with the provisions of Seclion 9(2) and (3) of the Public
Audit Act, 2003 and submit the audit report in compliance with Article 229{7) of lhe
Constitution of Kenya. The audit was conducled in accordance with lnternational
Standards of Supreme Audit lnstitutions (lSSAls). 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.

CotrmictiononRcreate.lllocariorr.lnnualRePn@rdl'inancrolStatementslorthe.worended30June20l5

Ptunattirg Accoun obill[, in tl,. Publi. Seck'.

t{ r\NNtIAI, RI.]POR'I
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An audit involves performing procdures to obtain audtt evidence about the amounts
and disclosures in the financial statements. The procedures selected depnd on the



auditor's judgement, including the assessment of the risks of material misstatement 01

the financial statements, whether due to fraud or error. ln making those risk
assessments, th6 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 Commission'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.

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

Opinion

ln my opinion, the financial statements present fairly, in all material respects, the
financial positi'on of the Commission as at 30 June 2015, and of its financial
performance and its cash flows for the year then ended, in accordance with
lnternational Public Seclor Accounting Standards (Accrual Basis) and complies with the
Commission on Revenue Allocation Act, 201 1 and the Public Finance Management Act,
2012.

FCPA Eiward R. O. Ouko, CBS
AUDITOR-GEN

Nairobi

29 March 2016

Commis\ion on RerEnue .lll<rcotion - -lnnual Repn od Finoncidl Slatemenlslor the veor emled 30 June 2015
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II. KEY COMMISSION INFORMATION AND
MANAGEMENT

(a) Backgroundinfrrrmation
The commission was formed by the constitution under section zr5
in December, 2o1o and is represented by the Commission Secretary
who is responsible for the general policy and strategic direction of the
Commission.

(b) PrincipalActivitics
The principal activity of the commission is to recommend the basis for
equitable sharing of revenues raised nationally between the national
and the county governments and sharing of revenue among the county
governments.

The Mission of the commission is to make recommendations for
equitable sharing of revenue, financing of, and financial management for
both national and county governments.

The vision is to be a trusted and effective adviser on equitable distribution
of resources for rapid and balanced economic growth.

(c) Key M:rnagement

The Commission's day-to-day management for the said financial year
was under the following team:

1

2

J

4

5

6

7

George Ooko

Angela Kariuki

Joseph Kuria

Sheila Yieke

James Katule

Lineth Oyugi

Dr. Amenya Nyakundi

Commission Secretary

Director Corporate Services

Director ICT

Director Legal

Director Fiscal Affairs

Director Research

Advisor Natural Resources

\\\t \t Rl t,()Rl
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(d) CommissionHeadquarters
Commission on Revenue Allocation
r4 Riverside Drive
Grosvenor suite znd and 3rd Floor
P.O Box 131o-oo2oo Nairobi
Tel: (ozo) 4zg8ooo

(e) CommissionContacts
Telephone: (zS+) (ozo) 4zg8ooo
E-mail: info@crakenya.org
Website: www.crakenya.org

(f) Conrmissionllankers
1. Central Bank ofKenya

Haile Selassie Avenue
P.O. Box 6oooo
City Square oo2oo
Nairobi, Kenya

Kenya Commercial Bank
KICC Branch
Harambee Avenue
P. O. Box 4695o-ooroo Nairobi
Tel: (ozo) z9z495or,
Fax: (ozo) z9z485ot,

I&MBank
Riverside Branch,
14 Riverside Drive
P. O. Box 3oz38 - ooloo Nairobi

2
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(g) IndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 3oo84
GOP ooroo
Nairobi, Kenya

(h) Prirrcip:rl Lcgal Arlviscr
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 4oLL2
City Square oo2oo
Nairobi, Kenya
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UI. THE COMMISSIONERS

Micah Cheserem
Chairperson <lf the Cornmissiolr

He is a qualified Fellow of the Association of Chartered Certified
Accountants of Inndon since t974. He is a former Governor of
Central bank of Kenya and the immediate former chairperson of the

Capital Markets Authority.

Fatuma Abdulkadir
\ it'r'-('h:rirlrt'rsort ol'lhe ('o rrr trr i ssiott

Holds a Masters in Business Administration and Bachelor of
Education. She has been the National Project Coordinator in Arid
Lands Resource Management Project. She has wide experience
in development and implementation of government policies in
Arid and Semi - Arid (ASAL) regions. She has also facilitated the
implementation of programmes funded by development partners
such as the EU, LINDP, WFP, FAO, UNICEF and OXFAM. She is
the immediate former chair of the Kenya Food Security Meeting
which coordinates humanitarian interventions of all actors
including government donors and NGOs in the food security sector'

Prof. Wafula Masai
('o rrr rrr issio tre r
He is a holder of a Doctorate in Economic Analysis and Planning,
a Masters of Arts in Development Economics and Bachelor of Arts
in Economics. For about thirty years he has served as a lecturer
and Associate Professor of Economics, Chairman of Economics
Department (University of Nairobi), Programmes Director at the
African Centre for Economic Growth and economic policy consultant
for many international agencies, Kenyan public, private and civil
society organizations.

AminaAhrned
('orrrrrrissirlltt'r

Holds a Bachelor ofArts in Economics and French. She has been the
immediate chairperson of the Kenyatta International Conference
Centre and a member of the Executive Committee of the One

Shilling Foundation. She previously held senior positions in Kenya

Commercial Bank for a number of years.
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Prof. Joseph Kimura
Corrrnrissioner

Holds a PhD in Accounting, MBA in Accounting and Finance
and Bachelor of Commerce in Accounting and is a Certified
Public Accountant. He holds rank of Fellow of the Institute of
Certified Public Accountants of Kenya and is a founder member of
the Association of Financial Analysts of East Africa. Prof Kimura
has held a large number of positions both in the public and
private sectors including the University of Nairobi, United States
International University, KASNEB and Higher Education Loans
Board among others.

Rose Osoro
(lolrrrrrissiorrcr

Holds a Masters in Business Administration from the University of
Nairobi and a Bachelor of Arts from Kenyatta University. She is a
Certified Public Accountant (CPA) and Certified Public Secretary
(CPS) finalist. She has extensive work experience in public finance
with emphasis on budgeting and financial allocation. She is a
member of Institute of Certified Public Accountants of Kenya
(ICPAK) and Kenya Institute of Management. She previously
held positions at the Kenya Forestry Research Institute

a
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Prof. Raphael Munavu
('orrrrnissirlnt.r

Holds a Ph.D. in Chemistry, a Master of Science degree in Chemistry
and Bachelor of Arts in Chemistry. He has held senior academic
and administrative positions in Moi University, University of
Nairobi; Egerton University, the Kenya National Examinations
Council and the South Eastern University College (SEUCO). He
has wide research and teaching experience and is a Fellow of the
Kenya National Academy of Sciences (KNAS).



Meshack Onyango
C<l nr lrr ission c r
Holds a Master of Science Degree in International Banking
and Finance (1983) from Herriot - Watt University, Edinburgh,
Scotland and a Bachelor of Commerce degree (Accounting option)
(r97S) from the University of Nairobi and Certificate in Money
and Capital Markets Development from the prestigious New York
Institute of Finance.

He is a financial sector payments system development expert
with thirty years' experience working with the Central Bank of
Kenya. He has undertaken various consultancy assignments with
varied donor agencies such as UNDP, USAID among others and has
been a board member at the Capital Markets Authority. He is also a

member of the Kenva Institute of Directors.

Dr.Kamau Thugge
(Conrrnissioncr/PS'l'rcasrrn )

He is a distinguished economist with a PhD in Economics from
Johns Hopkins University. He's worked for mainlytwo organizations
before his appointment to The National Treasury as the Principal
Secretary. He started his employrnent in the International Monetary
Fund (IMF).
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tV. REPORT OF THE COMMISSIONERS

The Public Finance Management Act 2012 requires the Commission to
prepare financial statements for each financial year, which includes a
Statement of Financial Position showing in details assets and liabilities of
the Commission, a Statement of Comprehensive Income, and such other
Statements that the Commissioners may deem necessary. CRA Act (zz)
requires the Commission to ensure that proper books are kept recording
all the property, undertakings, funds, activities, contracts, transactions
and other business of the Commission. The Commissioners are also
responsible for safeguarding assets of the Commission.

The Commissioners accept responsibility for the annual financial
statements, which have been prepared using appropriate accounting
policies supported by reasonable and prudent judgments and estimates,
in conformity with generally accepted accounting practice and in
the manner required by the CRA Act. The Commissioners are of the
opinion that the financial statements give a true and fair view of the
state of financial affairs of the Commission and of its operating results.
The Commissioners further accept responsibility for maintenance of
accounting records which may be relied upon in the preparation of the
financial statements, as well as adequate systems of internal financial
control.

Nothing has come to the attention of the Commissioners to indicate that
the Commission will not remain as a going concern for at least the next
rz months from the date of this statement.

Principal activitics
The principal activity of the Commission is to recommend the basis for
equitable sharing of revenues raised nationally between the national
and the county governments and sharing of revenue among the county
governments.

The Mission of the Commission is to make recommendations for
equitable sharing of revenue, financing of, and financial management for
both national and county governments.

\\\l \t. t<t l(IR I
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TheVision istobe atrusted and effective adviseron equitable distribution
of resources for rapid and balanced economic growth.

Results

The results of the Commission for the year ended June 30, 2o1S are set
out on page 1. to 11.

Commissioner
The members of the Commission who served during the year as detailed
on page V In accordance with CRA's act.

Auditors
The Auditor General is responsible for the statutory audit of the
Commission in accordance with the Public Finance Management (PFM)
Act, 2012, which empowers the Auditor General to nominate other
auditors to carry out the audit on his behalf.

By Order of the Commission

Micah Cheserem

CIIAIRMAN

Date 7th March zo16

\\\t \t. tit.],oR I
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STATEMENT OF COMMISSIONERS'
RESPONSIBILITIES

Section Br (r) of the Public Finance Management Act, zorz requires the
Accounting Officer to prepare financial statements in respect of that
Commission, which give a true and fair view of the state of affairs of the
Commission at the end of the financial year/period and the operating
results of the Commission for that year/period. The Commissioners are
also required to ensure that the Commission keeps proper accounting
records which disclose with reasonable accuracy the financial position of
the Commission. The Commissioners are also responsible for safeguarding
the assets of the Commission.

The Commissioners are responsible for the preparation and presentation
of the Commission's financial statements, which give a true and fair
view of the state of affairs of the Commission for and as at the end of
the financial year (period) ended on June 30, 2015. 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 anytime the financial position of the Commission;
(iii) designing, implementing and maintaining internal controls relevant
to the preparation and fair presentation of the financial statements, and
ensuring that they are free from material misstatements, whether due
to error or fraud; (iv) safeguarding the assets of the Commission; (v)
selecting and applying appropriate accounting policies; and (vi) making
accounting estimates that are reasonable in the circumstances.

The Commissioners accept responsibility for the Commission's financial
statements, which have been prepared using appropriate accounting
policies supported by reasonable and prudent judgements and estimates,
in conformity with International Financial Reporting Standards (IFRS),
and in the manner required by the PFM Act and the Commission's Act.
The Commissioners are of the opinion that the Commission's financial
statements give a true and fair view of the state of Commission's
transactions during the financial year ended June 3o, zot5, and of the
Commission's financial position as at that date. The Commissioners
further confirm the completeness of the accounting records maintained
for the Commission, which have been relied upon in the preparation of

1\\r \t Rt t()kt'
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the Commission's financial statements as well as the adequacy of the
systems of internal financial control.

Nothing has come to the attention of the Commissioners to indicate that
the Commission will not remain a going concern for at least the next
hvelve months from the date of this statement.

Approval of the Iinancial stiltcnreltts

The Commission's financial statements were approved bythe Commission
on zznd September, zor5 and signed on its behalf by:

Micah Cheserem

CHAIRMAN

Date
l'March zot6

\\\l'\t kt t,( )la I
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VI. STATEMENT OF FINANCIAL PERFORMANCE
For the year ended 3o June zor5

Notc

Revenue from non-exchange transactions

Transfers from other governments - gifts and
services-in-kind

Revenue ft:om exchange transactions
Finance income - outstanding receivables

Other income

Total revenue

Expenses
Employee costs

Commissioner's Expenses

Depreciation and amortization expense

Repairs and maintenance

General expenses

Finance costs

Total expenses
Other gains/flosses)
Gain on sale/Write off of assets

Gain on foreign exchange transactions

2

21O,5OO,oOO

21O,5OO,OOO

ro,762,89o

10,,762,89O

zzr.rz6z,89o

r35,432,45o

16,8t9,574

42,967,460

4,749,850

99,ro5,4t4

982,7o9

3oo,o57,,456

12,OOO

I,Or5,953

20t3-2O,.4
Kshs

268,348,ooo

268,848,ooo

t4,462,743

,^4,462,743

282,8ao,749

4

5

6

7

8

9

l2.a

r3.a

Unrealized gain on fair value of investments

Impairment loss

Surplus before tax
Taxation

Surplus for the period
Attributable to:

(72,766,6rl) (gz,ooq,8gS)

(22,,266,6r.1) (gz,ooq,8gS)

Surplus/(deficit) attributable to minority interest

Surplus attributable to owners ofthe controlling
entity

2()14-2()15

Kshs

,\lNt .\ t. lit..t,()R I

1

r37,937,592

17,617,422

44,227,749

5,405,185

113,O05,23r

1,627,456

319,820,636

@
The notes set out on pages 6 to r5 form an integral part ofthe Financial Statements



VII. STATEMENT OF FINANCIAL POSITION
As at 3o June zor5

7r,719,8r5

39,3:.6,or7

urro35r83z

7r,822,337

z,ozz,z76

79,844,6t2

Promotina an equitable society

u6,zrz,3t7

34,296,898

15O,5O9,215

Assets

Current assets

Cash and cash equivalents

Receivables from non-exchange
transactions

Non-current assets

Property, plant and equipment

Intangible assets

Total assets
Liabilities
Current liabilities
Trade and other payables from exchange
transactions

Non-current liabilities
Non-current employee benefit obligation

Total liatrilities

Net assets
Reserves

Accumulated surplus

Total net assets and liabilities

10

11

72

13

14

Sign.

Date

3,8r+,398

3,814,398

5,277,668

5,2771668

3,814,398 5,277,668

a81,o66,o47 258,832,,66o

02,266,615)
258,832,66o

(gz,oog,Bgg)

zgs,B4z,SSZ

The Financial Statements set out on pages l to 6 were signed on behalf of the Commission

by,

coMMrssroN SECRETARY/CEO CHAIRMAN

z.il.M..arsh.ap-t6

Sign.

Date

20t4-2o,;5
Kshs

z.'I.Mar .?416.

Note 2Ot3-2()14
Kshs

112,3o3,543

1,297,570

tt3,6ot,tt3
r84,88o,44S 264,uo,328

tBt,o66,o47 zs8,8}z,66o

\NNr,,\t. Rt,tPoR't'
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VIII. STATEMENT OF CHANGES IN NETASSETS
For the year ended 3o June zor5

Attributable to the owners of the controlling entity

Balance as at 3() June zor3
Surplus/(deficit) for the period

Transfers to/from accumulated surplus
Balance as at go June zor4

Surplus for the period

Transfers to/from accumulated surplus
Balance as at Bo June zor5

29s,842,553
(gz,oog,Bgg)

02,266,6t5)

181,066,o47

Accumulated
surplus

Kshs'ooo

i2 ('(rtl\t tsst()\ (,\ Rt \ lt\t l. \l t.( x \ I I(r\ ANNUAL R.EpoRT rt, r-r,-rr)r;

258,882,660



IX. STATEMENT OF CASH FLOWS

Note 20t3-2O,.4
Kshs

15 (4o,Z}r,s43) GS,fiz,+Az\

Cash flows flom operating activities
Net cash flows from operating
activities

Cash flows from investing activities
Purchase of property, plant, equipment and
intangible assets

Purchase of intangible assets

Net cash flows used in investing
activities

Cash flows from financing activities
Proceeds from borrowings

Repayment of borrowings

Increase in deposits

Net cash flows used in financing
activities

Net increase/(decrease) in cash and
cash equivalents
Cash and cash equivalents at I July 2or4

Cash and cash equivalents at 30 June
2O15

(44,4gz,goo) (14,4l-5,962)

12

13

1l

1o

lo

(868,2oq)

(z,34z,z48)

(g,zto,gg7)

(r,ogz,rzs)

(r36,3oo)

(t,228,475)

r:6,ztz,3r7

7t,719,816

15o,628,278

116,212,317

2()t4-2o15
Kshs

l'r{,DotinF n ('qtrilrblc stcitt}

(sso,ooo)

(SSo,ooo)

\\\l \r RI l'(,R I



x. STATEMENT OF COMPARTSON OF BUDGET AND ACTUAL AMOUNTS

Revenue
Government grants and
subsidies
Finance Income

Other Income (A.LA)

Total income

Expenses
Compensation of
employees
Commissioner's Expenses

Repair and Maintenance
General Expenses
(Operation and
Maintenance)
Finance cost

Total expenditure

283,S86,889

t,228,593

284,815,482

131,OOO,OOO

4,635,ooo

r48,r8o,482

1,OOO,OOO

28.4,815,482

(7,5oo,ooo)

(7,5oo,ooo)

(7,5oo,ooo)

(7,5oo,ooo)

r,228,593

277,3,15,'482

123,5OO,OOO

4,635,ooo

r48,18o,482

l,OOO,OOO

277,3t5,482

ro,76z,8go

221,262,[39O

rr8,84r,957

7,927,2o4

4,749,85o.

127,799,233

982,7o8
26o,3oo,953

(6s,s86,889)

9,534,297
(56,o52,592)

4,658,o49

(7,927,2o4)

(r14,85o)

20,381,249

17,292

17,Or4,529

276,086,889 2ro,5oo,ooo

2()14 - 2Or5

Kshs

Actual on
comparable basis

2()14 - 2Or5

Kshs

Originalbudget Adjustrnents Final budget Perforrnance
difference

2Ot4 - 2Or5

I(shs
2Ot4 - 2Ot5

Kshs
2()14 - 2()15

Kshs
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SIGNIFICANT ACCOT]NTING POLICIES

The principle accounting policies adopted in the preparation of these

financial statements are set out below:

t. Basir; of Accounting

The Financial Statements have been prepared in accordance to and
comply with International Public Sector Accounting Standards (IPSAS)

with particular emphasis on Accrual Basis Financial Reporting under the
Accrual basis of Accounting and relevant legal framework of Kenya. The
financial statements complywith and conform to the form of presentation
prescribed by the Public Sector Accounting Standards Board of Kenya
(PSASB).

The financial statements are presented in Kenya Shillings, which is the
functional and reporting currency of the Commission.

The accounting policies adopted have been consistently applied to all the
years presented.

The fi nancial statements have been prepared on accrual basis following the
Government's standard chart of accounts. The accrual basis of accounting
recognises transactions and events whenever they are incurred.

z. Non-Current Assets

Non-Current assets are stated at Cost or valuation less Accumulated
Depreciation

Depreciation is calculated on the cost of the fixed assets on a straight
line basis at annual rates estimated to write off these assets over their
expected useful life.

\Ni\_tr.\1. Rl.lP()R I

XI. NOTES TO THE FINANCIAL STATEMENTS



3. The Depreciation rates used are as follows:
Motor vehicle z5%o

Furniture & Fitting t2.go/o

Office Equipment &Accessories 30%

Computers & Printers So%

Computer Software ZZo/o

6. Cash and cash equivalents
For the purposes of the cash flow statement, cash and cash equivalent
comprise of Cash in hand & Cash book balance as at 3oth June, 2ot5.

7. lr)xch:urgc Rutc

The Commission maintained a USD account mainly for payment of rent
for the office premises. The ruling rate used at the time of deposit was
Kshs. 86.8 to the USD while the ruling rate at end of financial year was
Kshs. 99.4847 to the USD.

I'romotinS rn cquitahlc socict)

4. Retirement Ilenefits Obligations
The Commission maintains a private Pension Scheme with Jubilee
Insurance and administered by ICEA. Further, the employees are
members of the statutory National Social Security Fund (NSSF).

5. Recognition <lf ll.cvcnuc and cxpenses
Income is recognized in the period in which it's received while
Government funding is only recognized on receipt. Income is not accrued
if its recoverability is considered doubtful.

Revenue constitutes all funds accruing to the Commission in the form of
Exchequer allocations, Appropriation in Aid and Donor funding.

\\\_1 .\ 1. Rl..t,()R I
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tl. Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year

arising from contracted goods or seryices during the year or in past years.

Such bills are accrued in the year in which they are incurred.

lN\t',\1. RlaP()R'l'



XII. NOTES TO THE FINANCIAL STATEMENTS

t. Transfers from other governments - gifts and services-in-kind

Unconditional grants (Operational Grant-GOK)
1st Quarter Exchequer
znd Quarter Exchequer

3rd Quarter Exchequer

4th Quarter Exchequer

Part of 4th Quarter Exchequer - Receivable

Conditional grants

Other organizational grants

Total government grants and subsidies

Total receivatrles finance income - outstanding

Interest on Bank Deposit
Sale ofTender

Sale of Newspapers/Assets

Donor fundine

Ford Foundation - KEGOSES Project

Total other income

lO,OOO,OOO

61,ooo,ooo
62,soo,ooo
64,ooo,ooo

2013-2O14

Kshs

ror,148,ooo

75,ooo,ooo
TO,OOO,OOO

22,2OO,OOO

197,5OO,OOO

13,OOO,OOO

268,348,ooo

2()t3-2or4
Kshs

ro,7ot,2L5

35,675

26,ooo

10,762,89o

2013-2oa4
Kshs

8,6o7,6t 2

44,OOo

1,13r

8,652,749

s,8 ro,ooo

2O14-2O15

Kshs

2014-2()15
Kshs

2()14-2()15
Kshs

\N\.'l \t l(t l,()Rt
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3. Other income (A.I.A)

21o,5oo,ooo ?q,8d4q4Ae

z. Finance income - outstanding receivahles

S,8ro,ooo

ro,62,8qo 4,402,43



PromotinB {n cquitable s(,Ci€ty

The Comrnission received donor funding towards some of its activities relating to
recommendation of; r. znd Generation Revenue sharing formula and z. Vertical Sharing

formula. The donor who sponsored these activities include;

4. Iimployee costs

2O13-2O14

Basic salaries

Top up for seconded staff
House Allowance
Commuter Allowance

Responsibility Allowance
Telephone ,Allowance

Special Duty
kave Allowance

Security Allowance
Acting Allowance
Pension corrtribution
Accrued Pension

Gratuity
Provision for Gratuity
Medical Insurance
Medical - Ex Gratia
Travel Insurance

Group Life Insurance

Wages

Terminal Dues

Other cash deductions

75,761,277

514,320
15,299,468

7,838,350

4,O4O,OOO

2,809,694
r,632,ooo
1,13O,OOO

72O,OOO

17,r39

72,931,o45

1,878,o42

9,305,239
42o,386

27,430

92O,72O

94,700
92,639

Kshs
?6,906365

5r4,320
t 5,556,67r
8,o18,9r6

4,274,839
2,858,24S

t,723,742

1,25O,OOO

720,OOO

3o8,7o5
ro,235,827

1,648,331

4,678,23r

7,677,41s
24r,944
67,72o

1,L97,221

59,10()

135,4:]2!45() r:t7,937,592

The cost of staff salaries and benefits has increased significantly because of recruitment of more staff in

the course ofthe year which also increased the cost of medical insurance. Provision for Pension was also

made for the accrued Pension.

\\\l \t Rt:t'()R I -(,

r. UNDP ( United Nations Development Programme)

z. Suny Ahadi

2()14-2Or5
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5. Commissioner's I,)x;re nses

Telephone Allowance

Leave Allowance
Security Allowance
Domestic Travel costs

Foreign Travel Costs

Training Expenses

Medical Insurance
Hospitality Supplies & Services

Special Expenditure

Club Membership

6. [)epreciation ancl anrortization cxpcnsc

Computer & Printers
Office Equipment
Furniture & Fittings
Motor Vehicle

Intangible Assets

Total depreciation and amortization

Routine maintenance of Motor vehicles

Routine maintenance of Assets

Total repairs and maintenance

2,784,ooo

415,ooo

5,693,370
3,133,150

685,t55

3,6S2,oS9

27O,OOO

r86,84o

2()t3-20r4
Kshs

2,784,ooo

415,OOO

5,921,289

597,036
2,365,265

7,41o,6.02

4,o18,93()
2,60o

1()2,7O()

5,267,3o5
1,817i369

tL,699,239
22,566,oo5

r,617,542

2O13-2O14
ICshs

6,452,o89
1,872,56Z

71,645,724

23,374,830
883,r39

2O13-2O14
Kshs

2()14-2()15
Kshs

2()t4-2O,.5
Kshs

\\\l \l RI l'()tat

7. Repirirs and maintcnance

t6,tlt9,lr74 17.617,122

42.967.460- 44.227,7.+<)

3,607,0Z8 4,189,187
7,742,772 t,2L5,gg8

----4r749r9,5o --5:495df,

2Ot4-2015
Kshs



8. Gencral l:xpenses

Audit fee

KEGOSES Project

Total General Expenses

9. I irrance c()sts

Bank Charges

Borrowings (amortized cost)

Finance L:ases (amortized cost)

Unwinding of discount
Bank overdrafts
Total finance costs

464,ooo 464,ooo
5,772,247

99,1o5,414 r r:],()()5,231

2O13-2()14
Kshs

982,7o8 1,627,456

q82,708 |,627,456

2,748,662
2o7,884

4,283,729
14,349,647

5,77r,o44
3,5o8,195

34,734,o47
6,086,622

5,665,r65

3,944,o44

391,403

5,m,512
3,41r,r54

2,248,297
1,93O,917

4,183,o88
98,641,414

Promoting rn equitable society

2O13-2o14
Kshs

1,979,88r
23r,O27

4347,645
r4,743,tgo

3,97o,696
12,288,436

31,353,790
6,o55,846
6,8o6,4r7

4,7"r2384

3,3()9,836

5,269,942
4,8o5,526
1,927,OOO

2,o42,475

2,9o4,893
106,768,984

2()14-2()15
Kshs

2()14-2()15
Kshs

( t,\t\I\\t \ (,\ Rt\ I \l I \tt ( \lt(t\ANNUALRIPOR',I:r,rl trr,'-i ltl

Utilities Supplies -Electricity
Utilities Supplies -Water
Communication Supplies & Services

Domestic Travel costs

Foreign Travel Costs

Printing Advertising & Information
Rent Expenses

Training Expenses

Hospitality Supplies & Services

Insurance Costs ( Motor Vehicle & Plant and Machin-

ery)
Specialised Materials & Supplies

Office & (]eneral Expenses

Fuel oils and Lubricants
Security Guards

Cleaning Services

Contracted Professional Services
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ro. Cash and cash equivalr:nts

CBK - Exchequer Accounts (1ooo181281, rooor8t998,

1ooo182512)

KCB - Cash Book (rrz488S358, 1136367519,

tt 43o 27 27 2, 11526 4778 4)
I&M - Cash Book (orgooTtog6rzro)

Cash-on-hand (PeW Cash & office float)
Short-term deposits

Total cash and cash equivalents

PreDa],ments
Medical Insurance
Group Life
Motor Vehicle
Plant & Machinery
Dstv and Others

Deposit
Rent

Fuel

Motor vehicle maintenance

Provision of Erline (Internet)

Debtors
Outstanding Salary advance from Staff
Outstanding Imprest from staff
Others (Jubilee and First Assurance)

Total current receivatrles

(g,z+s,zq8)

74,739,7r7

5,130
22O,266

2()t3-2O14
Kshs

115,417,724

no,95r
23,642

19,753,322

The rent deposit refers to 6 months' rent deposit and it's inclusive of parking fees and service charge for

the same period.

9,960,728
56o,o21

1,315,188

432,940
12,268,877

18,753,522

r,ooo,ooo

5OO,ooo

5O,OOO

2Or3O3r322

1,571,5OO

s,Lto,782
61,s36

6,748,8t8

2()t3-2014
Kshs

8s6z,aqs
640,Zto

1,922,722

r,696,885
r44,478

12,,572,O38

18,753,322

1,OOO,OOO

1,573,727

86,275

311,536
1,971,53f3

19fir6,ot7 ;321,296,898

2()14-2()15
Kshs

2()14-2()15
Kshs

ANNII,\I, RI.:P0R'I

7r,7r945 tt6,zrz,3r7

rr. Reccivatrles from non-cxchange
Current receivables



r2. Property, plant and equipmcnt

As at 3oth June 2or4
Additions during the year
Disposal
Write off
Transfer/Adjustments
As at goth June 2015
Depreciation and impairment
At l July 2013

Depreciation
Disposal
Impairment
Transfer/adjustment
At 3o June 2or4
Depreciation
Disposals
Wite off
Impairment
Transfer/adjustment
At 30 June 2ors
Net book values
At 30 June 2or5
At 30 June 2014

Computers
& Printers

Office
Equipment

Furniture &
Fittings Total

I(Shs
2o,999,868

5()7,o95

KShs
6,257,o29

29,745

KShs
92,58o,773

594,718

tCShs

93,499,320
KShs

213,316,99o
1,r3r,558

(2a,883) (r+,soo) (39,3u3)

/
I

/
z
2
e
F
v

x

,:

u

2r,506,963
t74,OOO

(6o,ooo)

6,24r,89r
26r,789

93,16o,99r
432,92o

9:1,499.:r2()

2,zos,625

214,409,165
868,7o9

(6o,ooo)
(2,7o5,625')

o
21,62(),963 6,so3,68o 93,593,911 9(D,793,695 212,512,247

8,o63,353
6,4S2,o89

546,o81
r,872,562

(622)

r3,793,375
11,645,t24

(rsr)

36,,3s4,974
23,374,83/o

58,761,785
43,344,61o

On)
14,515,442

s,267 ,3os
(6o,ooo)

2,418,o27
1,8t7,369

25,438,348
rr,699,299

59,733,804
22,566,oo5

(2,7os,625)

1o2,roS,62o
41,349,918

(60,ooo)
(2,2o5,62s)

o
o

19,722,747 4,235,396 37,r37,587 79,594,184 140,689,918
3

'I

1,898,217
6,991,s22

2,268,28S
3,823,86S

56,456.324
67,722,642

71,822,157
112,3o3,543

Cost or lhluation:
As at SOth June 2or3
Additions during the year
Disposal
Transfer/Adjustments

Motor
Vehicles

11,199,511

33,765,516
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12.a Salc ()f ()fficc cquipme nt

Cost or Valuation:
As at 3oth June 2015

Accumulated depreciation
Net Book Value At go June 2o1S
Sale proceeds

Gain on disposal

l:1. Inlangiblt':rssets - soll rva lt'
Cost
At 1 July 2o1B
Additions
At So June 2014
Additions - internal development

At 30 June 2o1S

Amortization and impairment
At 1 July 2o1g
Amortization
At 30 June 2014
Amortization

Impairment loss

At 30 June 2ors
Net book values
At 30 June 2ors
At 30 June 2014

Office Equipment
KShs

6o,ooo
(6o,ooo)

12,OOO

12.OOO

KShs
2,539,879

l36,goo
2,676,179
2,342,248

S,or8,4z7

495,470
883,t39

t$78,609
t,617,542

2,996,151

2,O22,276
1,297,570

20t3-20,.4
Kshs

1,o15,953

l!()r5,95:]

2()14-2()15
Kshs

\N\tr\t R t.l,r rR I

r:l.a ()ain on ftrreign trans:rctions

KCB USD Account (r,.4}o27z7z)



14. 'I'rade .rnd (rther pal-ables from

Trade payables (Suppliers Invoices)

Audit Fees

Accrued Pension

Gratuity
Other payables

Total trade and other payables

ts. Cash generated fronr operations

Surplus/Deficit for the year before tax
Adjusted for:

Depreciation and Amortisation

(Non-cash grants received)

(Contributed assets)

Impairment
(Gains and losses on disposal of assets)

Contribution to provisions

Contribution to impairment allowance

(Finance income)

Finance cost

Working capital adjustments:
(Increase in inventory)
(Increase in receivables)

Increase in deferred income

Decrease in payables

Increase in pa)'rnents received in advance

Net cash flows from operating activities

44,598
464,ooo

1,648,331

r,6s7,468

l,r.rnx)ting an equilable socict]

2()r3-2O14
Kshs

3,165337
464,ooo

1,648,331

5,277,668

20t3-2O14
Kshs

(n,266,615) (rz,ooq,8gg)

42,967,459.85 44,226,976

(q,q6g,rlq) 1,303,o26

(1,463,2jt) (zr,Zol,Sgl)

(4o ,73r,:}43) (rZ,r8Z,48Z)

2014-2()15
Kshs

\\\r \t Rl t,()Rt

3,8r4,398

2ot4-2(),.5
Kshe



I'romotin8 n ('quitahlL socirt\

ANNEX T . ANALYSIS OF PENDING ACCOUNTS PAYABI,E

sul,l,LIl.tR ()tr
(;(x)l)s oR
sl.tRvtct.ts

v()l E
I'I'I.:M

ORIGINAI
AMOLTNT

DATE
CONTRACIEI)

OUTS'I'ANI)ING
BAl"{NCU 2(,r5

OU'IS'IANDING
BAI-ANCE 20r4 colrlIENTs

.Iubilee lnsurance -
Accrued pension

2TlOlOO
r,648,331.oo r,6413,331.(x)

( l( lnsrrrrn.r 370.Oo 37O.OO

Ponsion I)cE)sil A/c 8,8o7.oo

l1.rsi(,n I)(,pi)sil A/c {l.8o7.oo U,Uo7.(x)

Principal Secretary
N:io. r)f Iirxl :1.(xx).oo

Ptnsiur Deposit A/c 2l I O l(X) 8.807.oo 8,8o7.oo

Principal secretary
Min. of land :l.ooo.oo

Pension Deposit A/c 8,8o7.oo 8,8()7.(x)

Principal Secretary
Min. of Land 3,OOO.OO

221r:] ro 464,ooo.oo

(;rand-'l(ltal 2.r56.929.8o So{i.22ll.Jo l.6.l8.7or.oo

.\\,\.'t .\I- RlaP()R'l'

:l,ooo.oo
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Promotina an equitablc socictv

The Management Team

L,

)

,.

I George Ooko
Commission Secretary/CEO

Angela Kariuki
Director Corporate Services

^1

SheilaYieke
Director Legal Serr.ices

I
Lineth Oyugi
Director Research and policv

1
I

I

\\\t \t t{t l,()Rt
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James Katule
I)ircctor ljiscal Alhrirs

Joseph Kuria
Director IC'l'

T

I

-
I
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H
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t'rorrotinB lln cquit:rhlr so(iel)

Dr. Amenya Nyakundi

Jacqueline Marita
Manager Conrmunicatirln

II

I

.\NN_l'.\l- l( l.l'( )R I
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