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It gives me great pleasure to present the Commission's third Annual Report for the year
2or312074.

The reporting year is a milestone in the history of devolution in Kenya. Firstly, most counties
recruited key staffto undertake their functions. Secondly, it is within the same year that counties
broke ground for maiden development projects. In May 2014, the First Devolution Conference
celebrated the milestone and brought challenges to the fore. However, as a Commission we
shall seek to undertake all that is within our mandate to ensure that devolution will live to its
full promise.

The main mandate of the Commission on Revenue Allocation is to make recommendations on
revenue sharing. In this regard, the Commission recommended Kshs. z3o billion as equitable
share of revenue for county governments for the financial year z otglzot4. However, Parliament
approved Kshs. r9o billion, with an additional Kshs. zo billion as conditional grants. The
equitable share constituted 3t% ofaudited and approved shareable revenue ofKshs. 6o8 billion
as computed from the exchequer account for year 2oto frr.
In zotgf t4, we promoted sustainable development as well as accountable exercise of power
by devolved governments. We made numerous recommendations to county governments and
contributed to various financial bills. Most notably, we introduced the concept of ceilings to
county governments to ensure that devolved services and development activities get more
funding. We also made significant contributions to the Mining Bill.

The Commission, together with partners, designed and executed a training dubbed 'Kenya
Governance Strategic Execution Support (KEGOSES)' project. Senior officers from all 47
counties were trained on five (5) modules of Public Finance Management; thus building their
technical expertise in the area of public finance management.

On the other hand, the Auditor General gave the Commission on Revenue Allocation a clean bill
of health after the zotzf zotg national audit report was released. This comes as positive news
for the Commission and is evidence that in the quest to undertake its mandate, the Commission
is practising the tenets of financial discipline and probity.

Some of the challenges experienced included mistrust amongst devolution stakeholders that
manifested through constant wrangling and impeachments; inaccurate and inadequate data to
inform decision making as well as lack of standards and norms on acceptable service delivery
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levels. We wish to report that we have so far forged collaborative partnerships, which we hope
will solve these problems.

Going forward, I wish to reiterate CRA's commitment to national values in all our engagements.
At the core of our recommendations will always be equity and public participation, accountability
and transparency in order to promote an equitable society.

My gratitude goes out to the national government, county governments, Parliament, other
commissions and independent offices, development partners, fellow commissioners and the
Secretariat to the Commission for their support towards fulfilling our mandate.

Micah Cheserem

Cft<rirnrnn
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STATEMENT FROM THE
SECRETARY /CHIEF
EXECUTTVE OFFICER

The year 2o13lt4 is the second year of implementation of our Strategic Plan (zor3-zor5).
During the year, the Commission continued to pursue its strategic direction of promoting an
equitable society by making transparent and evidence-based recommendations on resource
sharing.

In this report, we share with you an overview of the past year; the success we had, the challenges
we faced, the lessons we learnt and our future outlook in the medium term. We also publish our
financial returns for the year.

Our success has been achieved by building amicable, synergistic and mutually beneficial
networks both internally and externally. We also reaped the dividends of investing in people

and systems. We realised value in consulting widely and built goodwill by embracing national
values and observing principles of good governance. However, we also faced some challenges,
which included scarcity of resources. We responded by wise optimisation and austerity
measures thus enabling us to undertake our mandate.

As we take this time to reflect upon the past year and ponder the coming one, let me take this
opportunity to thank every individual and institution with whom we worked closely. We wish
to let you know that your cooperation remains dear to us, now and in the future.

George Ooko

C'nmmission Secretary / Ch)O

6
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ABBREVIATIONS

ADP

CIDP

CDF

CoK

CBROP

CoG

CTs

CFSP

IBEC

MDA's

MTEF

NT

OCOB

o&M

PFM

PFMA

TA

Annual Development Plan

County Integrated Development Plans

Constituency Development Fund

The Constitution of Kenya zoro

County Budget Review and Outlook Paper

Council of Governors

County Treasuries

County Fiscal Strategy Paper

Intergovernmental Budget and Economic Council

Ministries, Departments and Agencies

Medium Term Expenditure Framework

National Treasury

Office of the Controller of Budget

Operations and Maintenance

Public Finance Management

Public Finance Management Act zorz

Transition Authority

72otg - 2ot4 ANNUAL REPORT AND FINANCIAL STATEMENTS



1
INTRODUCTION



The financial year zoef 13 was the first year of implementation of devolution. This is because
the first general election to be held after the promulgation of the Constitution of Kenya zoro
was held on 4th March zor3. This election brought about devolved governments as enshrined
in the Constitution.

Inzotgf t4,counties received the first equitable allocation of revenuefrom national government,
thereby heralding a new dawn in which local communities would set their development agenda
and participate in the implementation of decisions, marking a watershed in the practice of
public finance in the country.

In the new dispensation, planning is decentralised and implementation of programmes is by
county governments. The new system is further characterised by:

' Complete separation of roles of Parliament and the Executive on matters of public finance
management.

' Transparent budget process managed by Parliament as opposed to The National Treasury.

' Horizontal sharing decided by the Senate in which all counties are equally represented.

. Resource allocation determined by a transparent formula.

. Evidence-based recommendations on revenue allocation.

This report presents the projects and activities undertaken in zotg/zor4.

I

COI{SUITATIVI FORUM W|TH THE tlATlOt{At ASSEMBLY GOMMIITIES Ot{: BLDGET AI{D APPK)PRUITpI6,
FIIIAI{CE, PI.AI{NII{G & InADE AilD TRAilSPORT, PUBI.IC WORXS & H(X'SHG,
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2
THE MANDATE AI\ID ROLE OF THE

COMMISSION



The Commission on Revenue Allocation was established in December zoro pursuant to Article
z15 of the Constitution of Kenya zoro. The following laws are relevant to CRA's establishment,
mandate, functions and objectives:

a) The Constitution of Kenya zoto.

b) Commission on Revenue Allocation Act 2011.

c) Public Finance Management Act 2012.

d) County Governments Act 2012.

e) Leadership and IntegrityAct 2or2.

0 Intergovernmental Relations Act 2011.

d Transition to Devolved Governments Act 2011.

h) Urban Areas and Cities Act zou.

Article zt6 of the Constitution provides that the principal function of CRA is to make
recommendations concerning the basis for equitable sharing of revenue raised by the national
government. This mandate is further buttressed by the cRA Act No. r6 of zorr.

Sharing of revenue has two aspects. The first aspect, commonly known as vertical sharing,
involves a determination of the proportion of nationally-raised revenue that should be allocated
to national and to county governments. The role of CRA in this aspect of revenue sharing is
provided for in Article z16 (r) (a) of the Constitution of Kenya zoro.

The second aspect of revenue sharing, commonly known as horizontal sharing, involves sharing
of revenue amongst county governments. The role of CRA in this aspect of revenue sharing is
provided for in Article zft (r) (b) of the Constitution of Kenya zoro. The two revenue-sharing
roles are further emphasised by the Public Finance Management Act 2012.

Recommend on the sharing of revenue between
national and county levels of government

Recommend on the sharing of revenue among
county governments

Article z16(r) (a) of the CoK

Article z16 (r) (b)

Role Mandate

I l2
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Summary of the Roles of CRA and the Respective Mandates



Recommend on other matters concerning
financing of, and financial management by, county
governments as required by the Constitution and
any other law
To be consulted when any bill is published
concerning sharing of revenue, or any financial
matter concerning county governments;

Article 216 (2)

Article zo5

Article 216 (B)

Article 216 (B)

To promote fiscal responsibility while making
recommendations on the sharing of revenue;

To be consulted before the transfer of assets and
liabilities to county governments

To determine, publish and regularly review a

policy in which is set out the criteria by which to
identify marginalized areas for purposes of Article
zct4 (z)
To make recommendations on any bill
appropriating money out of the Equalisation Fund

To make recommendations on amounts of funds
earmarked for specific purposes such as the
Constituency Development Fund (CDF)

Article z16 (g)

Transition to Devolved
Government Act zorr

Article zfi(+)

Comrnission on Revenue
Allocation Act

-. t \ i'io tt

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

:.: \lissiorr
To make recommendations on equitable sharing of revenue, financing of, and financial
management for both national and county governments.

l.'i Strllt'qtr' ( )ttlr'r rtilr' \r'i'llr
The Commission has adopted a results-based approach in its Strategic Plan. The Strategic Plan
highlights four key results areas to guide the Commission's work and serve as the basis for its
accountability. The key result areas are:

1. Robust devolved fiscal systems and transfers.

Article z.o4 (4)
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To promote and give effect to the criteria laid down
in Article 2o3 (1) while making recommendations
on sharing of revenue;

To enhance revenue while making
recommendations on sharing of revenue;



2. Public financing and financial management .

3. Revenueenhancement.

4. Institutionalcapacity.

The Commission shall alsobe consulted and its recommendations consideredbefore Parliament
passes any bill appropriating money out of the Equalisation Fund.

',.-1 \leasrrle s to lntplt,ntcnt CI{--\'s Stnitcgr
The Commission has identified the following key strategic interventions to deliver on its
institutional mandate:

1. Develop and review public finance principles and criteria, macroeconomic policies, legal
and institutional frameworks as well as knowledge, systems and structures that are
necessary for a fiscally decentralised government..

z. Develop and review policies and principles for equitable sharing of revenue as well as

effective roll-out of the Equalisation Fund.

3. Monitor public expenditure, support intergovernmental relations on financial management
and ensure effective and accountable public finance management by count;z governments.

4. Enhance sources of revenue for both county and national governments; review and
recommend existing legal frameworks and taxation regimes governing revenue sources of
county and national governments and support identification, mapping exploitation and
value addition of natural resources.

5. Attract, develop and retain competent staff; develop and implement service delivery
systems and infrastructure; embracing ICT as well as developing and retaining a positive
corporate image.

Commissioner Prof. Raphael Munauu listens to courr,tA oficials frorn Mo;ndero
Countg explo,in the ploughing process thct is about to cornrnence

t4
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3
THE ORGANISATION



This chapter gives an insight into how CRA has organised its work as a Commission to deliver
on its mandate. The Commission is made up of nine members supported by a Secretariat
comprising five directorates, namely:

1. Fiscal Affairs whose functions are: clarify and cost functions for the national and county
governments, support the development of devolution structures as well define and enhance
revenue sources.

2. Research and Policy whose functions are: conduct research and policy analysis and offer
advice on various issues pertinent to the Commission's mandate, engage stakeholders
within and outside the government to improve data and research.

3. Legal Affairs: This directorate prepares working papers and advisory opinions on draft
bills relating to CRA's mandate and also works with other stakeholders in the development
of devolution bills.

4. Information Communication and Technology (ICT) whose functions are: to set up and
maintain ICT support structures within the Commission as well as advise the Commission
on current trends and practices within the ICT industry.

5. Corporate Services whose functions are: human resource management, finance and
accounting and general administration.

Other key functional areas are Natural Resources, Communications and Internal Audit.

1j. t C)onrrrrittets antl 'l'lrt'nurtir' ,\r'cls
The Commission carries out its technical and administrative work through committees based
on thematic areas, which are outlined below:

1. 'l'cchnical ('orrrnritlcc: The Committee coordinates the work of technical divisions of
the Commission as carried out by the Fiscal Affairs directorate as well as the Research
and Policy directorate. It deals with issues touching on revenue allocation as well as

development and review of policies on public finance.

2. .,\rrtlit Conunittcc: The Committee ensures that the Commission complies with all
regulatory requirements. It also ensures that Commission activities conform to the
Strategic Plan and other internal policies and procedures.

3. Iiin:rnce ('ornrrrittce: The Committee ensures that the Commission has sufficient
resources to meet its obligations as and when they fall due. It also safeguards the assets

entrusted to the organisation's care and ensures integrity of financial statements and
disclosures made by the Commission.

4. Ilrrnran Rcsotrrces antl Conrrrrtrnic:rtions Corrrrnittec: It is charged with ensuring
that the Commission recruits, trains and retains an optimal pool of motivated staff; it also
ensures that the Commission engages all stakeholders.

2ot} - 2ot4 ANNUAL REPORT AND FINANCIAL STATEMENTSt6
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S. lnfirrrnation ('ornrrrtrnicatirln anrl 'l'echnologl ('orrrnrittcc: The Committee
nrakes recommendations to the Commission on adoption of current trends in information
and communication technology, and also advises the Commission on ICT solutions to
recommend to counties.

6. I)roctrrcnrent Oversight anrl Atlvis<lr'1' Corrrnriltcc: The Committee ensures
compliance with procurement legislation.

.j..r (llntt\' \,isits
As part of the endeavour to make evidence-based recommendations, the Commission designs
and implements field visit programmes to establish baselines and subsequently evaluate
progress by county governments.

The CRA teo.m led bg Cornrnissioner Prof. Joseph Kirnurs (qth lefr) together
uith H.E. Kizito Wangalwa, the Deputy Gouernor, Busic County, snd other

countA officials during c countgl ui.sit.

1-;.J,; ,\rlvisot'ics
The Commission develops and recommends social and economic policy to various institutions.
Some of CRA's recommendations have been adopted for enforcement by public finance
management (PFM) oversight agencies as prudential regulations; hence giving them the
authoritative effect of subsidiary legislation. For instance, the recommendation on county
budget ceilings.
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;j.-1 Staktlroltlct' l'.rtgltgt'nrt'nts
The Commission works through close consultations with its stakeholders. These stakeholders
include: Senate, the National Assembly, The National Treasury, county assemblies, county
governments, ministries, departments and agencies (MDAs), non-state actors, the media and
the general public.

T:_

Mict ' nheserent (right), CRA cho,irtno,n, engages urfth youthfrorn Ncirobi
ountg during s tour of Kariokor Market, Nairobi County.

3.(r Ilest l)ractices
The Commission monitors countries implementing devolution for best practices on public
finance management in a fiscally decentralized environment and reviews such practices to
inform its recommendations. The Commission finds these practices either through desk
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3.5 Collabonrtious iurcl Put't Irerships

The Commission collaborates on assignments and projects with institutions of higher learning,
development partners, other commissions and independent offices, the national government
and MDAs as well as the Intergovernmental Budget and Economic Council (IBEC) in order to
advance its mandate.



research or by study visits. In addition, the Commission identifies and documents best practices
in counties for adoption by other counties.

Faturns Abdulkodir (front centre), Vice Chairpersort CRA, together with
rnetnbers of the cotntnunity.frorn Hotnabag county toho are constructing a

roo.d..

:1.7 l{csearch antl Continrrous Lrarning
The Commission supports allitsprogrammes andactivitiesthrough research. Recommendations
are arrived at through rigorous simulation, testing and analysis so as to ensure that they can
work in practice and also achieve results that are consistent with stated policy positions.

13.fi A nnual I{r'lrorting
The Commission reports annuallythrough aframeworkestablishedbythe Constitution of Kenya
zoro and the CRA Act 2011. It reports on its activities, financial returns, relevant additional
statistics and other information it deems necessary to communicate to the public. Through this
report, the Commission communicates to the public how it has exercised authority granted
through its mandate and also how it has used public resources allocated to it.
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4 CRA PERFORMANCE REVIEW

4.t Itttrotluctiorr
During the reporting year, the Commission recorded significant gains in discharging its
mandate. This chapter highlights the main achievements of the Commission from rst July zor3
to 3oth June zo14.

-1. z liiscal l)cccrr tral isution Svstents and'l'r'anst'crs
The Commission continues to develop a framework for fiscal decentralisation, which
incorporates national values as well as the criteria laid out in Article zo3 of the Constitution
of Kenya zoro. During the reporting period, the Commission made recommendations and
advisories on matters relating to decentralisation systems and fiscal transfers that have enabled
successful implementation of devolution.

4.2. t F'iscal'fransl'ers

4.2.1.1[)ivision of t'eveuuc bctrveen r]ational and county govcrnl-neltts
The Commission made its recommendation on division of revenue between national and county
govenlments. The recommendation was informed by wide consultations among stakeholders
who include: national government institutions, counties, commissions and independent offices,
the Intergovernmental Budget and Economic Council (IBEC), various experts and the public.

Commissioner Arnins Ahrned. presents the tst Genero,tion Forrnula to Trolns-
N zois County stskeholders.

In developing the recommendation on the division of revenue, the Commission adopted the
historical expenditure approach in order to arrive at the amount required to meet the cost
of devolved functions for county governments for the financial year zot4f tS. This entailed
aggregation of allocations previously used to run all devolved county functions and the cost of
new structures at county level.
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Fiscal
Year

Shareable
Revenue

(Kshs.
Billions)

County
Governments'

Share
(Kshs. Billions)

Table r shows recommendations for two financial years (zor3/r4 and zot4lt5) for comparison
purposes.

Table r: CRA lteconrnrendatirttr on l)ivision of Rel'ctttte

682 23r 45r

For the period under review, the Commission recommended Kshs. zZ9 billion as equitable share

to county governments for the financial year zor4lt5 up from Kshs. z3r billion recommended
the previous financial year as shown in Table 3. However, after consultations with The National
Treasury and other stakeholders spearheaded by the Intergovernmental Budget and Economic
Council (IBEC), Kshs. zz7 billion was approved as equitable share to counties up from Kshs.

r9o billion the previous financial year as summarised in Table z.

6Bz 190 z9%o

682

.1.:1.1.:, Ii('\('r)il('slItt'ing iil]r()llg ('()tlllt\ 1l()\(.'llllllt'llls

The Commission has for the last three years, used the first generation revenue sharing formula
that was approved by Parliament in zorz. This formula is currently under review and will be

used until end of zot4lt5.

The formula review process is in line with Paragraph 16 of the Sixth Schedule to the Constitution
of Kenya zoro. As part of the review, the Commission conducted consultative forums with
counties, experts and received memoranda from experts and the public. After review and
adoption, the second formula will be used for sharing revenue from zo15/16 to zorS/r9. The
parameters, weights and allocations as used in the current formula are shown in Table 3.

68z

National
Governments'

Share
(Kshs. Billions)

2oa3/14

4()3 llo/o279zor4/rg

Fiscal
Year

(Kshs.
Billions)

County
Governments'

Share
(Kshs. Billions)

National
Governments'

Share
(Kshs. Billions)

2oa3l14

z.ot4/15 455 33o/ooo.7
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% ofCounty
Governments'

Share

34%

Table z: RevenueSharingafterConsultationswith IBECandapprovalbyParliament

Shareable
Revenue

% ofCounty
Governments'

Share

492



45o/o

25o/o
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'l'able 3: Pararneters and weights in thc First Ge,ner.ation Iiorrnulir
Panameter Weight Amount zotg/r4

(Kshs. Billions)
Amount
zor4/15

(Kshs. Billions)

Poprrlation

Basic Equal
Share
Poverty Index gB

Land

Fiscal 2o/o 9.8
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Thus, based on the First Revenue Sharing Formula, revenue to be shared amongst counties for

the financial year 2or4f 2015 is as shown in Table 4.

Table 4: County Allocations as Equitzrble Share tor ztl14
approved by Parliament.

2ol5 (Kshs. Millions) as

1,46:l 1,2()2

r,9o8 1,2()2

3,622 1,2O2

r,96o |,2<)2

975 1,2<)2

r,36() |,2(r2

Garissa 623,o60 1,641 1,2O2

Honra-Bay 963,794 2,539 |,2O2

lsiokr t43,294 1,2O2

Kajiado 687 ':rt2 t,8rtt 1,2O2

Kakarnega r,66o,65t 4,374 1,2()2

Kericho 758,339 r,997 1,2O2

Kianrbu r,623,282 4,276 1,2O2

Kilifi 1,1o9,735 1,2C)2

Kirinl'aga 528,o54 1,202

Kisii r,r5z,z8z 3,()35 |,2O2

968,9o9 2,552 I,202

r,ot2,709 t,2o2

zoo/" 8% 2"/o t oo"/o

iloS 3,86s 6,9s4

726 163 96 4,o95 5,655

1,595 l6ll 96 6,678 4,856

l,ll12 163 96 4,7:l:l 6,362

z5u/o

96

4lo

T

r63 96 2,845 o

518 163 96

846 r,236 96 5,O21

903 163 96

96

3,3119 6,468

8,o59

4,9(t2 5,o86

59 18,557274 709

'tr7 613 96

96

96

96

2,6

3,839 5,585

,915 163

161 163

16il

353

226

r,675 163

930 163

1,503

96 3,919

'. z,zso 4,667

5, t68

163 96 3,o78 5,829

6,171 s,356

6,474 5,834

4,943 5,101

6,322 6,243

4,515

Nrr County 45%

Population
Total

Revenue

Per

Person
Individuals

No.

Revenue Basic Equal

Share

Poverty tand

Area

Fiscal

Responsi-

bility

1 Baringo

l}rmct

Bung<lma

555,56r

724,186

r,1175,o63

4 llusia

Elgeyo-

Marakwet

743,946

369,998

516,2t2

5

6 I,lmbu

7

tt

9

lo

ll

12

lz+

l5

96

96

96

96

l6

17 Kisumu

853l8 Kitui

Krvirlt'

2,668

r9 649,93r r,712

1,c)52

|,2O2 r,zr8 23r 4,459 6,86r

7,5r72o Laikipia

Lanrrr

399,227 r,2()2

1,2o2

1,202

386

14

265 96

96

3,Oo1

ro1,5ll9 267 176 r,785 17,58r

Machakos r,c)98,584 2,894 r,523 174 96 5,889 5,360

Makueni 884,s27 2'33() 1,202 1,341 224 96

96

5,194 s,872

24 Mandera r,025,756 2,7O2 1.,202 3,o64 7,791 7,596

25 Marsabit 291,166 767 1,202 823 r,627 96 15,5o6
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7s6 6,493 4,ooo

2,92:) 1,9OO

1,39r

21

23



26

;

,8

29

3O

3'

32

33

34

35

36

3?

38

3'

40

n
42

43

44

4

46

n

I\ lt,t tt

I\l iiioli

N'lorrrbrrsl

l\'lrrlrrng'a

Nailobi

Nakrr lLr

Nandi

Nalok

Nl anrira

Nvirn<lanra

Nr t'r'i

Sitnrlrtrrtr

Siava

-l'aitar['avcta

'l'rrna- l{ivcr

l'ltir raka-

Nithi
'l rirns-Nzoia

'l'Lrrkana

Uasin-()ishu

Vilriga

Walir

Wcst-I)okot

'I'O1'AI,s

1,356,3or

9r7,r7O

,3r,3?.

942,58t

3,l38,36'

1,6o3,325

?5r,165

8so,92o

sr};r5,

596,268

613ss8

223,947

fllr,3.4

284,657

,4",t?5

365,330

8rS,?S?

8s5,399

8%,w

554,622

66r,%,

512,69o

38-6-^"r?

.1.i),.1

2,416

2,474

2,.+Ull

8,t67

4,22:l

r,9tl3

2,!11

t,576

r,571

r,tl27

59o

2,219

75(>

632

962

2,r57

2,1155

t,461

|,744

l,ll5o

1Or,7()O

t,2o2

t,2o2

,,"",

1,2o2

,,r",

r,202

,,ra,

1,202

,,ra,

t,2o2

,2M

t,2o2

,P*

L,2O2

,,ra,

1,2o2

,,ra,

t,202

,,ra,

1,2o2

,,ra,

1,202

56'5""

su-l

1,2( ) I

5u7

716

r.57()

l,l.i3o

693

559

57tl

716

5u3

61.1

666

.1t).1

46o

:Jo6

[i t c.y

3,93u

7Oo

446

t,664

u4u

45,2oo

194

169

t63

163

,63

,-
r63

5o,

163

,63

163

s88

r63

4?8

1,o76

,6,

r63

,,6r?

169

"3
1,586

"i,
18,o8o

96

96

96

96

96

96

96

96

96

96

96

96

96

96

96

96

96

g6

96

96

96

96

4,,520

5,649

5,o78

4,5*

4,660.

,,'3a?

7,o6t

4,W

4,6o/U-

3,6t4

3,747

3,s?'

3,o90

4'346

2,879

346?

2,730

4At?

9,rr7

4,516

3,368

6,r*

3,753

""6,"""

4,165

5,537

4,8t4

4,943

3r"3

4,404

5A%

5,406

6,.4,

6,284

55s'

13,8oo

5,15,

10,115

,4/i3'

7,472

5A:ry

1O,658

5p5.

6,o23

,,5"6

7,320

5"853

Equalisation Fr

In zotzf zot3, the Commission published the criteria for identifoing marginalised areas for
purposes of allocating the Equalisation Fund. This policy identified marginalised areas, made
recornmendations for the appropriation and disbursement of the Fund.

Fourteen counties were identified as marginalised areas. These are: Turkana, Mandera, Wajir,
Marsabit, Samburu, West Pokot, Tana River, Narok, Kwale, Garissa, Kilifi, Taita Taveta, Isiolo
and Lamu. The Equalisation Fund, however, has not been operationalised to date due to
dela1,5 in passing of enabling regulation. To operationalise the fund, The National Treasury has
developed operational guidelines.
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Deuolution achieuernent: Malka Suftufarrn in Mqndera

Some of the guidelines that have been recommended for operationalising the Equalisation
Fund include:

1. ('olr<litionul grirnls lo cotrntit's: The policy recommended that the Equalisation Fund
be appropriated and disbursed as conditional grants to marginalised counties;

2. Singlc brrtlget Iint': It was recommended that the Fund be appropriated as a single
budget line for each year as opposed to sector-level appropriation based on the Medium
Term Expenditure Framework (MTEF);

3. Unspcnt lirrrrls to lrr rolletl ove r': It was recommended that unspent funds should not
lapse but be rolled over to ensure project completion. In line with this recommendation,
the Fund should be worth Kshs. 6.82 billion currently, being IGhs. 3.4t billion for zot3l14
and Kshs. 3.4t billion for zor4l15.

Additional recommendations made by the Commission regarding the management of the Fund
are as follows:

That the fund be managed by an .\<lrisorr ('onllrritlr:t.: Proposed members of the
Committee are: CRA (Chairing), The National Treasury (NT), the Inter-Governmental
Relations Department, the Controller of Budget (CoB), the Kenya Institute of Public
Policy Research and Analysis (KIPPRA), the Association of Professional Societies in East
Africa (APSEA), and state departments responsible for water, roads, health, education
and electricity.

That the Committee develops opcr':rliorrirl grrirlt'lirrt.s, which among other things,
will govern administrative and implementation frameworks, project identification and
appraisal, funds disbursement procedures, project implementation, progress reports and
project monitoring and evaluation procedures.

I
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The allocation of the Equalisation Fund to identified marginalised county governments as

conditional grants as recommended by the Commission is shown in Table 5.

Talrlc 5: Allocaticl'rs to N{argin:rlisecl Counties firr zotl1lq & 2or4lrS (Kshs
Milliotrs)
No. County Population

8s5,399

t,o25,756

66r,94r

z9t,t66

223,947

5tz,69o
24O,O75

85o,9zo

649,9sr

6z3,o6o

l,tog,735

284,657

365,330

1O1,539

Allocation
zor3/14

Allocation
zor4/15

1.

,

3.

4.

D.

6.

8.

9.
1().

11.

12.

13.

14.

Turkana

Mandera

Wajir

Marsabit

Samburu

West Pokot

Tana River

Narok

Kwale

Garissa

Kilifi
Taita Taveta

Isiolo

Lamu

Totals

302
279

270

254

250

250

247

<JJ

230

225

2t9

217

2r5

209

3,4oo

302
279

270

254

250

250

247

4JJ

230

225

2t9

217

2r5

209

3,4oo

Sorrlt'(': ('ll.\ ::ot 1

In zorgf 14, The National Treasury developed, and tabled in Parliament, its proposals for the
management ofthe Equalisation Fund contained in the Public Finance Management Regulations
zor4. The proposals significantly differed with the Commission's recommendations. However,
the Commission reiterated its recommendations as contained in the Marginalisation Policy
through a memorandum.

-1.:.: Fisclrl l)t'r'cntralizution Sr stt'nrs

-+.2.2 I llt't'trlrt'nt brrclgct ccilings lirr cotrntr- g,rn't'r'nnrt,nts

In zotglzol4, county governments recorded unprecedented levels of operations and
maintenance (O&M) costs, which threatened to derail development in devolved units. The
Commission introduced ceilings to counties, which capped recurrent expenditure for the
count-y executive and county assemblies in an endeavour to ensure that sufficient funds are set
aside for service provision and development activities. The recommended budget ceilings for
counties issued were as follows:
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County

Nairobi
Kiambu

N
OD CRA Recommended Budget Ceilings for County Assemly and County Executive based on Recommeded

bud et on Costs ofnew Coun Structures of Ksh. go,2gz Million
County Assembly County Executive Total

1 962,45o,836 \257,019,472
953,885,351
946;3o6,998
859366,,76r
832,63t,7o2
8t7,474,996

779,583,23t
772,oo4,878
772,oo4,878
74tr69t,,466
726',534,76o
696,22t,347
696,22t,347
68t,o64,64r
66s,9o7,9s5
658,329,582
658,329,58e
658,329,582
658,329,582
658,329,582
65o,75t,229
65o,75t,zzg
65o,75t,229
65o,75trzzg

2 659316,714

3 Kakame a

4 Nakuru

5 Kisiit_
6 Meru

7 Migori

65r,738,36r

56o,798,t25

538,o63,o66

522,9o636o
485,o14,594

477,436,24r

477,436,24t

447;22$29
43t,966,123

4ot,6Sz,7tt
4ot,65z,7tt

386,496,oo5

37r,339,299

363,76o,946

363.,76o,946

363,76o,946

363,76o,946

363,76o,946

356,r82,59 J

356,r82,593

356,r82,593

356,t82,593

294,568.,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

zgq,s68,6Z6

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

z9+,s68,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

294,568,636

B Bungoma

9 Homa Ba

10

11 Kitui
t2 Busia

13 Kilifi
t4 Muranga

15 Kisumu

16 Barin o

Garissa

r8 Mandera

19 Nandi

Sia20 a

2l Kericho

22 Makueni

2 Narok

N
o
gt

l,
o
5

z
2,

F
F
lnlE
o
4

2
!,
z
2o
b
F.
o-

l
z
tt,
z
d

z4 Nyeri

No.

Machakos

17
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zz
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z
2o

v2

t
Fl
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No.

CRA Recommended Budget Ceilings for CountyAssemly and County Executive based on Recommeded
budget on Costs of new County Structures of Ksh. go'232 Million

County CountyAssembly County Executive Total

25 Turkana 356,r82,593 294,568,636 65or75trzz9
6ss,sg4,szsz6 Mombasa

o.7 Wajir
94t,o25,887

94t,o25,887

333,447,534

3ro,7t2,475

31o,712,475

295,555,769

295,555,769

z6S,z4zB56

265,242356

z5o,oB5,65o

25o,o85,65o

25o,o85,65o

25o,o85,65o

242,507,297

227,35O,59t

ztg,77z,z38

197,O37,\79

r97,O37,t79

r8r,88o,473

174,3O2,r2O

t5t,567,o6t

t5t,567,o6t

294,568,636

294,568,636

294,568,636

28o,r93,68o

z8o,r93,6Bo

28o,r93,68o

z8o,r93,6Bo

28o,r93,68o

273,006,2O2

z73,,oo6,zoz

z7g,006,2oz

z73,oo6,zoz

z73,oo6,zoz

z73,oo6,zoz

z7g,o06,zoz

z73,oo6,zoz

zs9,6St,z46

258,63t,246

244,256,289

244,256,289

635,594,523

6z8,ot6rt7o

59o,9o6,r55
59or9o6rr55
575,749,449

575,749,449

545,436,o36
538,248,558
523,o9r,852
523,o9r,852
523,o9r,852
523,o9r,852
515,513,499

5oo,356,793
492,778'44o
459,668,425
459,668,425
44O,strr7t9
432,933366
395,823,35o
395,823,35o

gorz3z,969,6t3

t-

r-

z8 Uasin Gishu

29 I(ajiado

3o Nyandarua

31 Tranzo la

3z Vihiga

33 Bomet

34 Taita

35 Embu

36 Kwale

37 Marsabit

38 Nyamira

39 West Pokot

4o Elgeyo/Maralavet

4r Kirinyanga

42 Samburu

43 Tana River

44 Tharaka Nithi

45 Laikipia

46 Isiolo

l,amuNI 47

Total 13,355,977$96

258,63t,246

258,63t,246

r.61876rggzrzt7



NOTES

COUNTYEXECUTTVE
r) County Executive (Salaries, Allowances & Gratuity)
z) Chief Officers (Salaries, Allowances & Pension)

3) County Secreatry (Salaries & Pension)

4) Governors & D. Governors (Salaries, Allowances & Gratuity)
5) CPSB (Salaries & Pension)
6) PFM Staff (Salaries & Pension)

7)o&M

t,287,284,4oo
946,468,8oo
138,321,ooo
845,rr4,o5o
974,688,67o

6,133,556,o64

3,030,544,412
Total r3,355,977$96

l. l( tiltlt :r)\ r'l'l)ll)r ;li- i, r,:Il lr , 
r

The financialyear zot3l14 was the first for county governments to undertake planning under
the framework for devolved governance. Each county was required to prepare a County
Integrated Development Plan (CIDP), an Annual Development Plan (ADP), a County Budget
Review and Outlook Paper (CBROP) as well as a County Fiscal Strategy Paper (CFSP) prior to
budgeting. The Commission, in fulfilling the legal requirements, reviewed the plans for all 47
counties and provided technical assistance to counties on planning and budgeting, especially
preparation of CIDP and CFSP. The Commission established that county governments had
faced several challenges in preparing these policy documents. Some of the challenges include:

1. Most counties did not have the requisite capacity prior to preparation of the Strategy
Papers.

2. Most county governments were not able to meet the required timelines for the Strategy
Paper since the national government had not released the Budget Policy Statement from
which the counties were expected to align their policies and objectives.

3. Most counties were not adequately undertaking public participation within stipulated
deadlines provided by the Public Finance Management Act (pFMA) zorz.

COUNTYASSEMBLY
8,4t5,623,3o2

339385,t67
245,C86,426

1,659,681,o36

922,t4O,OOO
47L,,324,720

1,14O,693,888

3,683,o ,6 8
Total 16 8 992,21

2oI3 - 2o,.4 ANNUAL REPORTAND FINANCIAL STATEMENTS
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t) MCAs (Salaries, Allowances & Gratuity)
z) Speaker (Salaries, Allowances & Gratuity)
3) Deputy Speaker (Salaries, Allowances & Gratuity)
4) CountyAssembly-Administrative staff (Salaries & Pension)

S) Other County Assembly staff (Salaries & Pension)
6) Duty Allowances (Pension & Gratuity)
7) Mileage for MCAs

8)O&M
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cRA teann led. bg commissioner Prof. wafula Mo,so;i (qth right) meets urrith s.
teann f-rotn Ny o:ndarua County Assernblg.

-1..1 h.errrir Oovt'r'r.rirrrct'Slnrtt,git'l,,rt't.rrtion lrrr<l Srrllpor.t l)l.ojt'r,l
The Commission, in conjunction with Strathmore University, the Controller of Budget and
Transition Authority, participated in training the top leadership of county governments on
public finance. The training was implemented under a project known as the Kenya Governance
Strategic Execution and Support (KEGOSES) as a long-term solution to challenges faced by
county governments in planning and budgeting, and public finance. The training covered three
key areas, namely:

1. Public finance management.

2. Devolution and public participation.

3. I\Ionitoring and evaluation of projects outlined in County Integrated Development Plans.

-1.5 ('rlrrtt'il)tltiotts to ltills rritlr lrt'lrring orr llrt'llrrrnt'rvorli [irl rlt'r'olrt'tl
.q( )\'('t'n ll t) ('('

In addition to contributions made towards division and allocation of revenue bills for
zorgf zor4, CRA contributed to the following bills/ legal notices that touched on the framework
for devolved governance:

1. Transition Authority Legal Notice No. 16 on the Transfer of Functions to County
Governments.

2. Mining Bill zor4.

3. Public Finance Management Regulations 2014.

4. Draft Central Bank of Kenya Bill zor4.
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-1.(r ('orrrttr r isits
ln zotgf 14, the Commission visited the forty seven (47) county governments to establish

developmental needs and baselines; and to recommend priority areas that the county
governments should focus on. The teams visited areas in which devolved governments

planned to undertake activities with CIDPs and CFSPs. At the end of the visits, the teams made

recommendations to county governments on how they can achieve quick wins and ensure that
their expenditures make a difference to the residents.

Commissioner Rose Osoro helps an elderly lady tofetch water in Baringo Countg

.1.7 I)rornotion ol' I lf ll IS lttttl (]-l'ar
In the year zotglt4, the Commission supported the rollout and uptake of IFMIS and G-Pay

through recommending them to devolved governments and offering direct user support and

assistance. This was done in conjunction with the IFMIS Directorate at The National Treasury

and the Central Bank of Kenya.

4.f| I'ublic Irinancc Nlattugetlctrt (l']FNI)

4.ti.t Ovcrsight Iintrncu'orli lirr Prtttlctrt I)IiNI

4.8.1.1 Utrtle rstantling o1' the PFNI ll'attte u ot'k

The Commission on Revenue Allocation has established an advisory portfolio whose main

objective is to strengthen the public finance management oversight framework for county
governance through advisories and working papers, which simplify the law and demonstrate

its practice. During the year in review, the programme achieved the following:
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5. Draft National Water Bill zot4.

6. Draft Community Land Bill zor4.

7. County finance bills.

8. Division of Revenue Bill zor4.

g. County Allocation of Revenue Bill zol4.
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1. Providing advisory services to county governments on the overall legislative framework
they need to put in place to deliver services and raise revenue.

2. Developing and disseminating minimal legal specifications to be satisfied by ICT systems
to be procured by county governments for revenue management.

3. Arranging consultative sessions with relevant committees of Parliament to enhance
cooperation on public finance matters.

To enable wide understanding of the PFM framework, several working papers were published
and disseminated under the programme. These include:

r. Working paper on public participation under the Constitution of Kenya.

2. Working paper on the fate of staff seconded to counties from the national government.
The constitutional status of the County Allocation of Revenue Bill.

3. Working paper on the link between CRA and the National Assembly's Committee on
Budget and Appropriations.

4. Working paper on the increase of the minimum allocation to county governments.

5. Working paper on the meaning of Section 6 of the County Allocation of Revenue Act 2013.

6. Working paper on the consequences of nullification of the election of the county governor.

7. Working paper on Agricultural produce cess on Tea.

8. Memorandum on legislative reform at county level to enable county governments to raise
revenue.

9. Iior purposes of comparing jurisprudence, a working paper on the legal opinion on the
National Assembly's constitution (Amendment) on impeachments of US presidents and
governors in history.

10. Senate working paper on County Governments (Amendment) (No. z) Bill of zo14 proposing
to establish County Consultative Forums instead of County Development Boards.

rr. Working paper on PFM regulations developed by The National Treasury; Memorandum
on the Statute Law Misc. Amendment Bill, zo14.

rz. Working paper on the Draft Community Land Bill, zor4.

13. Working paper on the Mining Bill, zor4.

Further, the Commission seconded an officer to Tana River County for z weeks to support the
county government establish their legislative framework. As a result of the cooperation, the
County Executive was trained on the process of generating legislation, and submission of bills
to the County Assembly. The following draft bills were developed:

1. Environment Bill, zor4.

2. Wildlife Bill, zor4.
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I

YikeserneiSchool - Mo.kueni county before deuolution,

Deuolution schieuernents: Yikesetnei Early Childhood Deueloprnent Centre -
Makueni County after deuolution.

34 I q

g. County Disaster Management Bill, zo14.

4. Flags and Emblems Bill, zor4.

5. County Service Delivery Coordination Bill, zor4.

6. Early Childhood Education Bill, zor4.

7. Inuka Fund (Women and Youth Empowerment) Bill, zor4.

8. Plant Health Bill, zor4.
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9. r\nimal Disease Control Bill, zor4.

ro. .r\nimal Welfare Bill, zor4.

rr. County Abattoirs Bill, zor4.

rz. County Livestock Sales Yard Bill, zor4

13. Mining Bill, zor4.

-1.[3.:l Or t'r'sigh t ot' rlislrrt rst]nr('nt ol' l'ttncls to cott tt t ii's
Article ztg of the Constitution of Kenya zoro provides that a county's equitable share of
nationally-raised revenue shall be transferred to the county without undue delay. Clause 14 of
the Second Schedule of the PFMA zorz clarifies that cash disbursements to counties shall be
done on a quarterly basis. Senate, through the County Allocations of Revenue Act 2013, Iater
modified the quarterly disbursements to monthly disbursements.

CRA closely monitored cash disbursements to counties in the year zotglt4 and established that
most disbursements to county governments were late thus affecting project implementation.

Commissioner Meshack Onyango and CEO George Ooko uisit a;ft'uit juice
processing cotn;po:n;y in Lo;rnu during a county uisit.

-+.t3.:t I n t('r'go\'('l'r) nrcn tlrl l(t'llt iorrs tirr' I'} Irll
.1.{J.:t.t ('oolrlirratt'rluppr'oat'lt to I)liI{ lx''l'hc NatiorurI'l't'eitsttt'l'(N'l') lrntl('ountr'
'l'r't'rrsu rit's (C'1.)

The Commission issued an advisory to county governments to focus on devolved functions as

laid out in the Fourth Schedule to the Constitution of Kenya zoro. Implementation of functions
that are not devolved is to be undertaken by the national government unless prior arrangement
has been made to enable county governments perform the functions. The Commission also
advised counties to do their integrated planning within the national planning framework
including Vision zo3o and MTEF.
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-+.8.:1.2 I Iarnronisctl I'lrll le porting il('l'()ss t'orrr.ttit's
The Commission wrote to the Cabinet Secretary for The National Treasury, encouraging him to
constitute the Public Sector Accounting Standards Board to promote harmonised presentation
of budgeting and accounting reports in a manner that promotes inter-county comparison and
learning. The Board is yet to be constituted.

4.9 Revenue Enhanceurcnt

4.9.1 Mapping of Rcvenue Sources
The Commission commenced mapping of revenues by identifoing pilot counties and doing
preliminary work to identify revenue sources and their locations.

4.9.2 Legislation ancl l)olicv Iiortrtulation lirt' l{r'r'cnue R.aising llr'(lourttics
Recognising challenges faced by counties in preparing finance bills and revenue-raising
legislation, the Commission offered direct support to several counties in drafting finance bills.
In addition, the Commission developed a Model County Revenue Legislation Handbook. CRA
collaborated with the World Bank to publish the Handbook, which will guide counties while
enacting revenue-raising legislation. The Handbook contains the following models:

i. County model law on Proper[y Rates.

ii. County model law on Trade Licences.

iii. County model law on Revenue Administration.

iv. County model Finance Law.

ModelCounty Reuenue
Legislation Handbook

jf- *cti---t:';=

I
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+.9.:i Nutunrl l{r,sorrrt't's
The Commission participated in negotiations between Tiomin Kenya Ltd and Kwale County
Government to ensure that their engagement optimised the interest of all stakeholders. The
Commission also gave its input to revenue sharing and integration of local communities in
natural resource exploitation. These recommendations were made as contributions to the
Mining and Energy bills.

.1.t1.-l, I)clrt stt'rttt'gr
CRA recommended that county governments desist from borrowing in the first three years
until their capacity to service these debts is established from their performance in raising local
revenues. It also recommended the establishment of a policy framework on intergovernmental
relations on debt issues incorporating an integrated debt management strategy for the national
and county governments, regulations for guarantee for county government debts, debt caps
and sharing of proceeds of national debt.

4.lo In('r'casetl lif(icicno'ancl Operational tiftbctil'cncss in (lrvcnrment

-1. I o. 1 Intcgrittt'cl Approach
In the year under review, the Commission encouraged an integrated approach to utilisation of
devolved funds including the Constituency Development Fund (CDF) and the equitable share
of revenue allocated to county governments. This was in response to noted sub-optimisation of
spending that came as result of a non-integrated approach.

-1. t t litt'trcl rtt't'rl I'.ngltgt'tttt'nt \\'itlr Stalit'ltoltlt'r's
The Commission signed several memoranda in zotglt4 with various stakeholders to enhance
cooperation in the areas of research, capacitybuilding andfunding. Examples of the memoranda
are: between Strathmore University Governance Centre, the Controller of Budgets (OCOB), the
Transition Authority (TA), the Council of Governors (CoG) and CRA for collaborative capacity
building of county governments; and that between CRA and the Ford Foundation for funding
of capacity building activities.

1.t: \tloptiort ol l("1'srsttttts lrr ('oiurtr (iovt'r'ntrt'tits
TheCommissionworkedwithcountygovernmentstohavetheirgovernanceprocessesautomated.
This is in line with CRA's strategy to enhance efficiency, increase operational effectiveness and
to promote stakeholder engagement in governance processes. To this end, the Commission
conducted a baseline survey of ICT needs and preparedness in Kwale, Machakos, Wajir and
Busia. The report of the survey highlighted CRA's recommendation to county governments on
guidelines to observe in setting up ICT systems, systems suppliers engagement, domain and
website development and management, revenue collection and enhancement.

To facilitate public participation in the review of the First generation formula, a survey tool
was incorporated in the Commission's website to administer a review questionnaire for the
first formula for sharing revenue in order to capture public opinions. The online questionnaire
tool simplified the Commission's collection of data and feedback from the citizenry, various
stakeholders and widened public participation as required in the Constitution of Kenya 2tl1rl.
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4.1:l Intt' l'rlal Capacitr'

.+.1:1. l Stitl'fing
In the year under review, the Commission recruited rz additional staffto boost its establishment
in line with its strategy on internal capacity. Within the same year, six staffleft the organisation.
As a result of the recruitment and attrition, staffcomplement increased from 45 in r July zor3
to 5r in 30 June zor4. Table 6 shows staff establishment by designation.

Table 6: Staff Establishment of the Commission as at 3rl,June 2tl14

Commissioners

Commission Secretary

Directors

Professional staff - Managers

Technical staff - Officers

Assistants

Support Staff

During the same year, the Commission sent staff for international and local training in line
with its strategy to build capacity of its staff to deliver on their job. Table 7 summarises local
and international training attended by staff at each level.

'l'able 7: Local and Internutional '['r'aining Attcnclecl b.r'CItA Stal'l'

Local International

Commission Secretary

Directors

Professional staff - Managers

Technical staff- Officers

Assistants

Support staff o

13

9

talTo

6

1

1

o

1

4

Designation

1

6

6

7

t6

15

6o

Designation

o

o

6

1

5

7

4

23

1

2

3

4

5

6

7

38

Total
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+.1:j.2 St'l'r'icc l)t'lir t'r'r Sr stcnts irnrl Inll'astnrctrrrr'. l)olicics anrl l'r'oct'rltrres
The Commission developed and implemented the following policy documents within the
reporting period:

1. Human Resources Manual.

2. ICT Policy.

3. Finance Manual.

4. Trust Deed for CRA StaffPension.

+. l:j.:l .\rrtlit o1' ('l{.\ .\r'r'orrrrts
Adherence to proper internal controls and procedures ensured that the Commission's accounts
received unqualified opinion from the Auditor General for the year zorzf rg. In particular, the
AuditorGeneralgaveCRAacleanbillof healthafterthe zotzltgnationalauditreportwas
released. This comes as positive news for the Commission and is evidence that in the quest
to undertake its mandate, the Commission is practising what it preaches; that is, financial
discipline and probity.

-1. tl.i.,+ l("1- Solutions
The Commission implemented a corporate wireless network with enhanced security features
and also upgraded its internet link by doubling the bandwidth and adequately backing it up.
This bandwidth expansion was complemented by rooGB free cloud storage.

Other ICT solutions implemented include a CCTV and control access solution, a library
management system with web-based functionality as well as availing IFMIS and G-Pay for
internal use.

4. 1 11.5 Corporatc (]ovcltrance
The Commission executes its business through committees and also through full Commission
meetings.

The Commission participated in the presidential reporting enshrined in Article 249 of the
Constitution and undertook to review its policies and enabling legislations to be in line with
the national values and principles of good governance.

4.r'3.6 Resourcc Ccntre
The Commission operationalised its resource centre through recruitment of a library assistant
in zot3l t4. The resource centre is fully automated and comprises of a collection of books, CDs
and journals covering topical areas in economics, finance, law, devolution and motivational
materials.

CRAinstalledthe KOHA LibraryManagement System. This systemhas web-based functionality,
which ensures that it is accessible from any computer/ device within the Commission's network
and externally through the Internet. This facilitates the Commission in accessing various
online resources in order to provide information to inform policy development and analysis for
decision making.
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THE FUTURE: LESSONS LEARNT,

CHALLENGES AND WAY FORWART)



5. t Itttlotlttt'tion
Fiscal decentralisation is a relatively new entrant in the realm of fiscal management even in the
global arena. As the first Commission to steer the mandate of revenue sharing in a devolved
framework, CRA learnt many lessons that are highlighted below. This section further details
challenges faced and the way forward for the medium term.

,).1 L('S:r rll\

.;.:. t \t'r'tl to I)iortt't,r' ht'rtr lr's ( )rr n Solrrtion.
The Commission realised that whereas lessons do exist from other territories on fiscal
decentralisation, using these lessons in the Kenyan context calls for careful and diligent
scrutiny. However, research to pioneer Kenya's own solutions needs to be undertaken. This
kind of research needs to be planned and undertaken; this can be complex, expensive and time
consuming.

Revenue sharing ltetrvccr.t lcvels of governnrcnt in a clecentralised environment requires
consultation. Consequently, in aclclition to thc pr'of-essional computation, the Commission
undertakes, in arriving nt rcvenue sharing, negotiations and deliberations on revenue
sharing and transfer of {irnctior.rs neecls to be unclertaketr through Parliament and within
intergovernn.rerr' I fl'anrewolks.

;.:1.:] ('osting ol'lirrrrt'tiorrs to l,.nlrirnt't' l(t'r t'nrrc Slrlrring
The Commissio .,rade recommendations on revenue sharingbased on historical allocation and
expenditures of ministries, agencies and departments. However, the costing of both national
and county governments'functions has not been comprehensively undertaken. Proper costing
will enhance equity in revenue sharing between the two levels of government.

.1.1. I Polit'r .\nrrlr.is I..t'r itr \rlr i'ing
The Commission has a role to advise Parliament, national and county governments on fiscal
and economic matters. Policy analysis is needed so as to advise appropriately on fiscal matters.
Consequently, developing capacity for requisite policy analysis is critical.

CRA's capacity building will give priority to policy development and analysis in public debt
management, public-private partnerships, investment in various sectors, and community
participation in revenue sharing of resources found in counties, education and health.

.1.; ; ('lt;rl it'rrg,t':

5.l.i.l \\'r'iulglirrg irr ('orrrrtr ( ior t'r'trrrrt,rrts
The financialyear zot3lzo14 was tumultuous with regards to decentralisation, characterized by
multiple impeachment motions brought to the Senate to remove certain governors from office.
At the centre of the wrangles is unhealthy competition for control of public resources at the

41
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disposal of county governments. While the law gives county assemblies the power of legislation
and oversight, this has often been misconstrued. Several county executive committee members
came under threat of censure especially those in finance.

Vacancies in the office of the county assembly or the executive disrupt checks and balances that
are integral for robust public finance management systems. All parties concerned are to read

the law and perform their roles with utmost strictness and good faith.

The Commission did not receive all the funding it had requested for. Consequently, it was not
possible to undertake several activities such as revenue mapping in counties. Development of a

fiscal responsibility framework was also not undertaken. However, the Commission appreciates
funding it got from donors.

5.4 Wa)' I"ot'u'itrcl

5.4.1 Euhancing Collaboratious atrcl Pitrttte rshilts
CRA acknowledges the support of various stakeholders in meeting its mandate. It will continue
to reach out to strengthen existing collaborations and partnerships as well as form new ones as

necessary.

Research is at the core of development of policies and making recommendations in public
finance aimed at contributing to the successful financing of devolution in counties. To this end,

the Commission will continue developing evidence-based local solutions informed by analysis
of the country's unique situations and needs. This will call for additional funding for CRA's

research initiatives and capacity enhancement in research methodology and policy analysis.

11. 1.;; l'r'r'1rrtt:ttiott lttttl \ lilitltrti,rll ol lltt Itlt,'lltolr ol \s',r'l: ltttti Lillililitis
The Commission is supporting the Transition Authority in the preparation and validation of
an inventory of assets and liabilities of the government, other public entities and defunct local
authorities. CRA is represented in the Technical Committee on Transfer of Assets and Liabilities
(TCTAL), which was established under Legal Notice 45 of zotg, to advise the Transition
Authority on its mandate in relation to assets and liabilities.

CRA is also represented in the Joint Technical Team (JTT), which is the operational arm of
TCTAL with membership drawn from the Auditor General, National Land Commission,
Ministry of Devolution and Planning and The National Treasury. With direction from IBEC, the
verification of assets and liabilities of the defunct local authorities is underway and its outcome
will inform the transfer of assets to the county governments. Thereafter, the verification of
assets for ministries and other public entities will follow.
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REPUBLIC OF KENYA

felephonc : +754-20-33 4?330
Fax: +254-2O-3311482

E-mail: oag@oagkenya.go.kc
Website: wwwlenao.go }'e

NAIROBIHTJB
P.O. Box 3@84-401fi)

NAIROBI

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Commission on Revenue

Allocation, set out on page; t tb t-S, which comprise the statement of financial position

as at 30 June 2014, siatement of comprehensive income, statement of changes in net

assets, statement of cash flows, and statement of comparison of budget and actual

amounis for the year then ended, and a summary of significant accounting policies

and other explan;tory information in accordance with the provisions of Article 229 of

the Constitutinn 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 the purpose of the audit-

Managemenf s Responsa bi tity for ttre Financial Statements

Management is responsibte for the preparation 
'and 

fair presentation of these financial

staterients in accordance with lntemational Public Sector Accounting Standards

(PSAS) Accrual Basis and Public Finance Managemenl Acl, 2012 and for such

internal'control as management determines is necessary to enable the preparation of

financiat statements thatire free from material misstatements, whether due to fraud or

error.

The management is.atso responsibte for the submission of the financial statements to

the Auditol-General'in accordance with the provisions of Section 4 of the Public Audit

Act,2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the

,,iOit ,|O report in accordanc" with-the provisions of Section 9 of the Public Audit Act'

2003. The audit was conducted in accordance wilh lnternational Standards on

nlOiting. Those standards require compliance with-ethical requirements and that the

,rJit G phnned and'performeO to oOtain reasonalile assurance about whether the

financia! itatements are tree from material misstatement'

OFF'ICE, OF THE AT]DITOR.GENERAL

REPORT OF THE AUDTTOR.GENERAL ON COMMISSTON ON REVENUE

ALLOCATION FOR THE YEAR ENDED 30 JUNE 2014

Promoting Accountability in the Public Sector



Au audit involves perfonning procedures to obtain evidence about the amounts atrd

disclosures in the financial statements. The procedures selected depend on the

auditor's judgment, including the assesstnent of the risks of matetial rnisstatement of

fiie financiat statements, rirlrether due to fraud or error. ln making those risk

assessments, the auditor considers internal control relevant to the entity's preparation

and fair presentation of the financial statements in order to design audit procedures

tlrat are appropriate in the circumstances, but trot 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 tlre
reasonableness of accounting estimates made by the nranagement, as well as

evaluating the overall pt'esentation of the financial statements'

I believe that the audit evidence obtained is sufficient artd appropriate to provide a

basis for my opinion.

Opinion

ln rny opinion, the frnancial statements present fairly, in all rnaterial respects, the

finaniialposition of the Corntnission on Revenue Allocation as at 30 June 2014, and of

its flnancial performance and its cash flows for the year then ended, in accordance with

the lnternational Pubhc Sector Accounting Standards (Accrual Basis) and comply with

the Ptrblic Finance Management Act, 2012, and the Commission on Revenue

Allocation Act, 2011.

Er t 3I

Edward R. O. Ouko, CBS
AUDTTOR-GENERAL

Nairobi

26 January 2015
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r Kf" coMMrssroN TNFORMATTON
(a) lBackgrotrnd Information

The Commission was formed by the Constitution of Kenya under Article zr5 in December,
zoro and is represented by the Commission Secretary who is responsible for the general policy
and strategic direction of the Commission.

(b) lPrincipalActivities

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 grovrth.

(c) lKey Management

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

1. George Ooko

2. James Katule

3. Joseph Kuria

4. Sheila Yieke

5. Stephen Masha

6. Lineth Oyugi

7. George Muruli

Commission Secretary

Director Corporate Services

Director ICT

Director Legal Affairs

Director County Fiscal Affairs

Director Research

Director Communication
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(d) CommissionHeadquafiers

Commission on Revenue Allocation

14 Riverside Drive

Grosvenor suite znd and 3rd Floor

P.O Box 131o-oo2oo Nairobi

Tel: (ozo) 4z98ooo

(e) CommissionContacts

Telephone: (zS+) (ozo) 4z98ooo

E-mail: info@crakenya.org

Website: www.crakenya.org

(0 Commission Bankers

1. Central Bank ofKenya

Haile Selassie Avenue

P.O. Box 6oooo

City Square oo2oo

Nairobi, Kenya

2. Kenya Commercial Bank

KICC Branch

Harambee Avenue

P. O. Box 4695o-ooroo Nairobi

Tel: (ozo) zgz485or,

Fax: (ozo) zgz485ot,

3. I&MBank

Riverside Branch,

14 Riverside Drive

P. O. Box 3o238 - ooloo Nairobi

(S) IndependentAuditors

Auditor General

Kenya National Audit Office

Anniversary Towers, University Way

P.O. Box 3oo84

GOP ooroo

Nairobi, Kenya

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 4orrz

City Square oo2oo

Nairobi, Kenya
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II REPORT OF THE COMMISSIONERS

The Public Audit Act, zoo3, 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. The 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 have been relied upon in the preparation ofthe 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.

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 \ I i s s i , r r r of the Commission is to make recommendations for equitable sharing of revenue,
financing of, and financial management for both national and county governments.

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

The results of the Commission for the year ended 30 June, 2or4 are set out on page 1-11.

The members of the Commission who served during the year are featured in accordance with
CRA's Act.

FIN,rlr^ CIAL YEAR zots - zot4 49



\rrriilot:
The Auditor General is responsible for the statutory audit of the Commission in accordance
with the Public Finance Management (PFM) Act,2or2, which empowers the Auditor General
to nominate other auditors to carry out the audit on his behalf.

By Order of the Commission

Micah Cheserem

('t t..\t Rll.\N

I)ate:
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Section 8r (r) of the Public Finance Management Act, 2012, requires the Accounting Offcer 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 ofthe financial year (period) ended on 30 June, zor4. This responsibility
includes: (i) maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position
of the Commission; (iii) designing, implementing and maintaining internal controls relevant
to the preparation and fair presentation ofthe 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 State Corporations
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

30 June, zor4, 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 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 twelve months from the date of this statement.

Approval of the Irinancial Statenre nts
The Commission's financial statements were approved by the Commission on 3o September,
zor4 and signed on its behalf by:

Micah Cheserem

CI I,\I R\I,\N

f)ate:
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Revenue from non-exchange transactions
Transfers from other governments - gifts and
services-in-kind

Revenue from 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/(losses)
Gain on sale of assets

Gain on foreign exchange transactions

Unrealized gain on fair value of investments

Impairment loss

Surplus before tax
Taxation

Surplus for the period
Attributable to:

Surplus/(deficit) attributable to minority interest

Surplus attributable to owners of the controlling
entity

N<rte 2otg-2o14 2O12-2O13

Kshs

268,348,ooo 34o,OoO,ooo

268,948,ooo 34o,ooo,ooo

Kshs

1

2

3 14,462,743

14,462,743
z8z,fJror74g

r37,937,592

t7,6t7,422

44,227,749

5,4o5,r85
113,O05,23r

L,627,456

319,82o,636

4,952,ooo

3,L72,tot
8r124rtot

g48rt24rtot

t76,789,139

25,L73,327

39,15o,o83
2,598,7ro

ro9,539,687

723,427
293,974,372

4

5

6

7

8

9

(87,oo9,893) 54,149,729

(37,oo9,893) 54,r49,729

(37,oo9,898)
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The notes set out on pages 7 to 12 form an integral part ofthe Financial Statements

tV S'TATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2ot4

54,r49',729
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Note

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 benefi t obligation

Total liabilities

Net assets

Reserves

Accumulated surplus

Total net assets and liabilities

Micah Cheserem

CHAIRMAN

Date:3ol9lzot4

L16,2t2,317

34,296,898

2O12-2O13

Kshs

4o,628,278

35,599,924

1o

11

t2

13

t4

15or5o9,215 166,228,202

112,3o3,543

L,297,570

113,6O1r113

L54,555,207

2,o44,409

196,999,616

z64,1ro,J28 322,827,818

5,277,668 26,985,265

5,277,668 26,985,265

5,277,668 26,985,265

258,832,66o zgg,84z,g53

(eZ,oog,8gg)

295,842,553

54,149,728

24r,692,825

258,832,66o 295,,842,553

The Financial Statements set out on pages I to 12 were signed on behalf of the Commission by:

George Ooko

COMMISSION SECRETARY

Date:3o19/zot4
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V STATEMENT OF FINANCIAI-, POSITION
AS AT Bo JUNE zot4

2(),-3-2()14

Kshs



VI STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE zot4

Attributable to the owners of the controlling entity

Balance as at Bo JIINE zore

Surplus for the period

Transfers to/from accumulated surplus

Balance as at Bo JUNE zor4

Accumulated surplus

Kshs'ooo

24t,692,825

54,t'49,728

zg5,84z,gg3

(37,oo9,893)

258,832,66o

FINANCIAL YEAR 2otg - 2ot454

Surplus/(deficit) for the period

Transfers to/from accumulated surplus

Balance as at Bo JUNE zor3



I

Cash flows from operating activities

Net cash flows from operating activities

Cash flows from investing activities

Purchase of properly, 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 l JULY

Cash and cash equivalents at 30 JUNE

Note 2Ot3-2O14

15 (r9,r87,487)

Kshs

86,513,893

t2

1ll (rg6,Soo)

(r,228,479)

(2,o3r,635)

(28,o56,4or)

(r.4,4rg,96z) 58,452,492

1()

1o

rgo,6z8,z78

116,.2,^2,317

Zz,r7o,786

t3o,628,278

55FINANCIAL YEAR 2or3 - 2or4

VII STATEMENT OF CASH FLOWS

(t,ogz,t71) @6,o24,766)

2Or2-2(),.3

Kshs



-

Original
budget

20t3-2o14

Kshs

293,437,o54

75o,ooo

294,637,o54

Adjustments

2Ot3-2(),.4

Kshs

(zs,o8g,os+)

2Ot3-2O14

Kshs

268,348,ooo

2Ot3-2O14

Kshs

268,348,ooo

r,627,496

3r9,82o,635

I

Perfor-
mance dif-

ference

20t3-2o14

I(shs

(8zz,cs6)

(5o,272,639)

Revenue

Government grants

and subsidies

Finance Income

Other Income
(A.r.A)

Total income

Expenses

Compensation of
employees

Commissioner's
Expenses

General Expenses
(Operation and
Maintenance)

Finance cost

Total
expenditure
Surplus for the
period

Final budget Actual on
comparable

basis

1,2OO,OOo 1,2OO,OOO L4,462,,743 13,262,743

143,135,828 (r5,ooo,ooo) 128,135,828 LB7,gg7,Sg2 (g,8or,z6q)

L2,6r7,422 (t7,6r7,422)

1So,TSt,2z6 (ro,o89,o54) L4o,662,t72 162,638,165 @t,glS,SgS)

- 75o,ooo

(z5,o89,o54) 269,548,ooo

(37,oo9,892) 63,S35,378

FINANCIAL YEAR 2o1S - 2()1456

VIII SI'ATEMENT OF'COMPARISON OF BUDGET AND
ACTUAL AMOUNTS

294,697,o54 (25,o89,o54) 269,548,ooo z8z,8ro,74g 13,262,743



IX NOTES TO THE FINANCIAL STATEMENTS

sl(;NI Irt('.\\'t' .\('('( )t'\'l t\(; l,( )t.l('lt..s
The principle accounting policies adopted in the preparation of these financial statements are
set out below:

t. lJasis ol'.\r't'orrnti rrg,

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 statement complywith and conform to the form of presentation prescribed
by the Public Sector Accounting Standards Board of Kenya.

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 financial statements have been prepared on the accrual basis following the Government's
standard chart of accounts.

The accrual basis of accounting recognises transactions and events when they are
incurred.

)

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

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

3. The Depreciation rates used are as follows

Motor vehicle

Furniture & Fitting

Office Equipment & Accessories

Computers & Printers

Computer Software

25%

12.go/o

Jo%o

JOo/o

33o/"

J/FINANCIAL YEAR 2o1B - 2or4



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).

Income is recognized in the period in which it's received. Government funding is only recognized

on receipt. Income is not accrued if its recoverability is considered doubtful.

The revenue constitutes all funds accruing to the Commission in the form of Exchequer

allocations, Appropriation in Aid, and Donor funding.

For the purposes of the cash flow statement, cash and cash equivalents comprise Cash in hand
& Cash book balance as at 3oth June, 2014.

The Commission maintained a USD account mainly for payment of rent for the office premises.

The Exchange rate used at the time of deposit was 86.8.

Pening bills consist of unpaid liabilities at the end of the financial year arising from contracted
goods or services during the year or in past years. Such bills are accrued in the year in which
they are incurred.

FINANCIAL YEAR zo13 - 2tl1458



NOTES TO THE FINANCIAL STATEMENTS

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

Unconditional grants (Operational Grant-GOK)

lst Quarter Exchequer

znd Quarter Exchequer

3rd Quarter Exchequer

4th Quarter Exchequer

Conditional grants

Other organizational grants

Total government grants and subsidies

z. Finance income - outstanding receivables

Part of 4th Quarter Exchequer

Total receivatrles finance income - outstanding

3. Other income (A.I.A)

Interest on Bank Deposit

Sale ofTender

Sale of Newspapers

268,848,ooo

o

34O,OOOTOOO

o

o 0

268,348,ooo 34o,ooo,ooo

2Ot3-2or.4

o 41952rooo

2()r3-2()r4 20t2-20,.3

Kshs

1O1,148,OOO

75,OOO,OOO

TO,OOO,OOO

22,2OO,OOO

2O12-2O13

Kshs

Kshs

o

Kshs

8,6oj,6tz

44,ooo

1,131

81692,743

2,O12,1O1

1,16O,OOO

3rt72,tot
Donorfunding

Ford Foundo,tion - KEGOSES Project 5,81o,ooo

5r81orooo

Total other income ,^4,462,743 3,l72rlol

goue a grant of IJSD 7o,ooo to CRAfor KEGOSES Project which wqs to
build capacity on Financial nrunagernent by the County Gouernments.

FINAI(CIAL YEAR 2otg - 2oL4 59

2()t3-20r.4

Kshs

lOO,OOO,OOO

lOO,OOO,OOO

11O,OOO,OOO

3o,ooo,ooo

2(),.2-2043

Kshs

4,952,ooo



20t2-2013
Kshs

Basic salaries

Top up for seconded staff

House Allowance

Commuter Allowance

Responsibility Allowance

Telephone Allowance

Special Duty

Leave Allowance

Security Allowance

Acting Allowance

Pension contribution

Accrued Pension

Gratuity

Provision for Gratuity

Medical Insurance

Medical - Ex Gratia

Travel Insurance

Group Life Insurance

Wages

Terminal Dues

Other cash deductions

76,9C6,365

5t4,32O

15,556,67t

B,or8,9r6

4,274,839

z,B58,245

1,723,742

1,25O,OOO

72O,OOO

3o8,7o5

to,235,827

1,648,331

4,678,231

59,257,299

2,774,76r

12,OO8,55o

6,o9t,t77

4,O4O,OOO

2369,983

1,694,4s2

1,OO2,159

745,7L4

7,677,4r5

24L,944

6z,7zo

L,tg7,22l

59,1OO

92,600

399,345

1,1r4,338

16,267,ro2

6,o8o,go6

2r7,5oo

4ry36t
z,zr9,89z

IB7,9SZ,S92 tt6,78g,r1g

The cost of staff salaries and benefits has increased significantly because the Commission
hired more staff in the course of the year which also increased the cost of medical insurance.
Provision for Pension has also been made for the accrued Pension.

FINANCIAL YEAR 2or} - 2ot4
6o

Sponsored CRA's retreet at
Fairmount President's Club trt Nanyuki on cleuelopment of recommendation for the uertical
reuenue sharing forrnulae for zot4/zot5. Financial Year.

facilitated the deuelopntent of model laws for County gouernments irt
conjunction with CRA.

2O13-2o14

Kshs



-
Telephone Allowance

Leave Allowance

Security Allowance

Domestic Travel costs

Foreign Travel Costs

Training Expenses

Medical Insurance

Hospitality Supplies & Services

Special Expenditure

Club Membership

Computer & Printers

Office Equipment

Furniture & Fittings

Motor Vehicle

Intangible Assets

Total depreciation and amortization

2,784,ooo

415,OOO

5,927,289

597,036

2,365,265

L,4tO,602

4,O18,93O

2,600

LOz,7OO

2Or2-2()13
Kshs

2,694,858

415,ooo

10,102,O68

3,630,970

2.,9L5,566

r,58637o

2,Og1,O3O

4O6,OOO

r,33r,465

t7r6t7r422 zSrt7J,J27

6,452,o89

L,872,567

rr,645,t24

23,374,830

883,r39

2O12-2O13

Kshs

5,788,2o5

349,82o

9,952,72r

22,6o8,6o6

45C),73CJ

44,227,749 39,r5o,o83

Routine maintenance of Motor vehicles

Routine maintenance of Assets

Total repairs and maintenance

4,189,t87

1,215,998

2()t2-2Or3
Kshs

2,307,5o9

zgt,2ot

S,4oS,18S z,SgB.-Zto

6rOIALYEAR 2o1B - 2or4

5. Corlrnrissirlnt'r"s lrrpcnscs

6. l)cpreciution iurcl ilntortizatiolt c\l)cns('

7. Repairs and nraintenilnce



The following are included in general expenses:

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 Machinery )

Specialised Materials & Supplies

Office & General Expenses

Fuel oils and Lubricants

Security Guards

Cleaning Services

Contracted Professional Services

Audit fee 464,ooo 464,ooo

517721247

113rOO5r231 tO9,539,687

r,979,88r

23L,O27

4347,645

14,743,190

3,970,696

12,288.,436

31,353,790

6,oSS,8+6

6,8o6,4r2

4,732,384

3,309,836

5,269,942

4,8os,s26

r,927,OoO

2,O42,475

2.,9o4,893

,06,268,984

2()12-2()13

Kshs

r,5o8,g7g

3,422,184

8,574,o64

4,r95,379

17,504,857

29,424,93r

8,e79,4s2

5,452d67

s,6z+,998

t,t28,574

7,o8o,roo

4,499,L76

s,8s8,q88

LO,422,O39

togro751687

FINANCIAL YEAR z.ot} - zot46z

KEGOSES Project

Total General Expenses



Bank Charges

Borrowings (amortized cost)

Finance leases (amortized cost)

Unwinding of discount

Bank overdrafts

Total finance costs

L,6zZ,456

o

o

o

o

20t2-2()13
Kshs

/ z.),+a /

o

o

o

o

r1627,456 723'427

KCB - Cash Book

I&M - Cash Book

Cash-on-hand (Petty Cash)

Short-term deposits

Total cash and cash equivalents

Current receivables

Prepa5rments

Medical Insurance

Group Life

Motor Vehicle

Plant & Machinery

Dstv and Others

Deposit
Rent

Fuel

trs,4t7,724

770,95r

23,642

o

2O12-2O13

Kshs
tz8,goo.,754

r,719,573

7,95r

o

tt6r2t2rgr7 t3or6?,8)278

2Ot2-2()13
Kshs

12,5721038 to,377,t8o

8,t67,843

64o,7ro

t,922,L22

1,696,885

144,478

]^8,753,322

l,ooo,ooo

5,475,523

774,262
2,247,O47

1,4o5,253

475,o94

t8,7s3,322

1,OOO,OOO

1917531322 19,753,322
'fhe rent deposit refers to 6 months'rent deposit and it's inclusive ofparking fees and service charge
lbr the same period.
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9. Finance costs

ro. Cash and cash equivalents

Lr. Receivables frorn non-exchange contracts

2()t1J-20,.4

Kshs

2()t3-2()t4
Kshs

20t3-2o14
Kshs



Debtots
Outstanding Salary advance from Staff

Outstanding Imprest from staff

Others

lncome Receivable
Part of 4th Quarter Exchequer

Less: impairmeut allowance

Total current receivables

r,573,727

86,275

3rr,536
r,97t,538

o

214,922

517,422

o 4,g52,OOO

4,952,ooo
o

34,296,898 35,,599,924

Computers
& Printers

Furniture &
Fittings

Total

Shs

l^4,439,696

6,56o,r72

Shs

625,zS7

5,6rr,772

Shs

70,2971260
22,283,5r3

Shs

87$69,5,zg
6,t29,79t

Shs

172r73r,742

4o,585,248

o

o

o

o

o

o

o

o

Cost or Valuatiort:

As at rst July, zorz
Additions during the
year

Disposal

Transfer/Adjustments

As at 3oth June zor3
Additions during the
year

Disposal

Transfer/Adjustments

As at 3oth June zor4
Depreciation and
impairment
At r .Iuly zorz

Depreciation

Impairment

At 30 June 2013

Depreciation

Disposals

Impairment

Transfer/adjustment

At 30 June 2014

Net bookvalues
At 30 June 2014

At 3o June zor3

2O,999,868

507,o95

92,58(].1773

594,718

93,,499,32o
o

213,316,99O

r,13r,558

6rzg7rozg

29,745

o

(z+,88g) (r4,5oo) (ss,sBs)

2r,50,6,96g 6,z4r,8gt 93,,t6o,99t 93t499,32o 214,,4o9,163

o

o

oo

o

o

2,275,148

5,788,2o5

o

196,26r

349,82o_

o

3,840,654

9,952,721

o

13,75o,368

22,608,6c6

o

20,062,43|0_

38,699,352

o

8,o63,353
6,452,o89

o

o

o

s46,o81
t,872,567

o

o

(6zz)

J6$s8,974
23,374,830

o

o

o

58,76r,ZBB

43,344,6ro
o

o

Ozs)

14,515,442 2,418,0]27 25,438,348 59,733,8(J,4 roz,ro5,6zo

6,99r.,522

l^21936,5r5

3,823,865
5,69o'948

67,,722,643

78,787.,398

3,3,765,5l^6

57rr4o,347

112,3O3,543

154,555',207

FINANCIAL YEAR 2ot3 - 2ot46+

r2. Property, plant and equiplttent

Office

3o2,5oo

ul
Motor

Vehicles

13,793,375

tt,645,r24

o

o

(rsr)



I
lntangible assets - software

Cost

At r July zorz

Additions

At 3o June zor3

Additions - internal development

At 3o June zor4

Amortization and impairment

At r July zorz

Amortization

At 3o June zor3

Anlortization

Impairrnent loss

At 3o June zor4

Net trook values

At 3o June zor4

At 3o June zor3

5o8,244

2,o3r,635

2,539,879

r36,3oo

2,676,t79

44,740

450,730

495,470

883,r39

o

l^378,6o9

t'297r57o

2ro44r4oq

Trade payables (Suppliers Invoices)

3,165337 9,854,8r8
Audit Fees

464,ooo 464,ooo
Accrued Pension

r,648,33r 399,34s
Gratuity

16,267,to2
Other payables

Total trade and other payatrles

2()r2-2Or3
Kshs

5,277,668 26,985,265

65FINANCIAL YEAR 2org - 2ot4

r4. Trade and other payables from exchang,e transactions

2Ot3-2O14
Kshs



r5. Cash generated from operations

Surplus/Deficit for the year before tax

Depreciation

(Non-cash grants received)

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 'erred income

Increase in, .ryables

Increase in payments received in advance

Net cash flows from operating activities

(gZ,oog,8gg)

44,226,976

r,3o3,oz6

(zr,zoz,sgz)

2Ot2-2013
Kshs

54,r49,728

39,r5o,o83

r,944,870

o

o

o

o

o

o

o

o

o

o

o

(l.3;87,487)

FINANCIAL YEAR 2otg - 2ot4

Adjusted for:

(Contributed assets)

2()t3-2()14
Kshs

(8,2go,288)

86,S19,893

66
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Fatuma Abdulkadir

Is a qualified Fellow of the Association of Chartered Certified
Accountants of London since t974. He is a former Governor of the
Central Bank of Kenya and a former chairperson of the Capital
Markets Authority (CMA).

Holds a Masters in Business Administration and Bachelor of
Education. She has been the National Project Coordinator in
the 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 implementation of programmes funded by development
partners such as the EU, UNDP, WFP, FAO, UNICEF and OXFAM.
She isthe 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

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 30 years, he has served as a lecturer and
Associate Professor of Economics, Chairman of the 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 organisations.

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 the Institute of Certified Public Accountants of
Kenya (ICPAK) and the Kenya Institute of Management. She

previously held positions at the Kenya Forestry Research Institute.
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THE COMMISSION MEMBERS

AminaAhmed
('ontrttissiorrt,r'

Prof. Raphael Munavu
('oturttissiorrt,r'

Dr.Kamau Thugge
I ottttrri.'i()tIr l l'S Ilr,it\llr\

Holds a PhD in Accounting, MBA in Accounting and Finance
and Bachelor of Commerce in Accounting and is a Certified
Public Accountant. He holds the 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 many positions both in the public and private sectors
including the University of Nairobi, United States International
University, KASNEB andthe Higher Education Loans Board among
others.

Holds a certificate on Fiscal Decentralisation and Local Governance
from the Andrew Young School of Policy Studies. In addition,
Amina has certificates from the World Bank Institute on Policy
Analysis and Economic Development. Amina also holds a Bachelor
of Arts in Economics and French. She has been the immediate
chairperson of the Kenyatta International Commercial Centre and
2oo8/11 a member of the Executive Committee of the One Shilling
Foundation. She worked at the Kenya Commercial Bank for zz
years as regional manager, Coast region and has wide experience in
Public and Commercial Finance.

Holds a PhD in Chemistry, a Masters of Science in Chemistry and
Bachelor of Arts in Chemistry. He has held senior academic and
administrative positions in Moi University, the 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).

He is a distinguished economist with a PhD in Economics from
Johns Hopkins University. He started his employment in the
International Monetary Fund (IMF).
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('otttnri:ri,rtrt'r'
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THE COMMISSION MEMBERS

Meshack Onyango

Holds a Masters of Science in International Banking and Finance
from Herriot-Watt University, Edinburgh, Scotland, and a Bachelor
of Commerce degree (Accounting option) from the University of
Nairobi and a diploma in Money and Capital Markets Development
from the prestigious New York Institute of Finance.

He is a financial sector and payments system development expert
with 30 years' experience working with the Central Bank of Kenya.
He has undertaken various consultancy assignments with varied
has been a board member at the Capital Markets Authority. He is
also a member of the Kenya Institute of Directors.
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THE MANAGEMENTTEAM

James Katule holds a Masters of Business Administration from the
Eastern and Southern Africa Management Institute (ESAMI) and a
Bachelor of Arts in Economics & Business Education from Kenyatta
University. He is a Certified Public Accountant and a member of
ICPAK.

He has a wealth of experience in financial management,
administration, people management and procurement gained
in working for the Kenya National Trading Corporation, the
International Centre for Insect Physiolory and Ecologz (ICIPE),
International Livestock Research Institute (ILRI), the Africa
Medical Research Foundation (AMREF) and, most recently, Capital
Markets Authority (CMA).

SheilaYieke is an Advocate of the High Court of Kenya and holds an
MBA, Finance, from the United States International University and
is a Certified Public Secretary (K). In addition, she is an alumnus
of the International Development Law Organization (IDLO) and
a member of the Chartered Institute of Purchasing and Supplies
(UK). She has worked with Sotik Tea and Sotik Highlands Tea
Estates, Kenya Investment Authority and Kosgey and Masese
Co. Advocates. Internationally, she has worked at the IIN, IGAD,
NORDIC and UNOPS.
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George Ooko
Corrr rrr ission Seclt'tan'

George Ooko holds a Bachelor of Commerce and Masters of
Business Administration from the University of Nairobi. He is a
former Chief Executive Officer of the Coffee Development Fund.
He has vast experience from both the public and private sectors;
formerly a Senior Executive at Barclays and NIC Banks.
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ratlal ai MANAGEMENTTEAM

Joseph Kuria
I

Lineth Oy.rgi

Joseph Kuria holds a Masters in Business Administration, Strategic
Management, from the University of Nairobi and a BSc. In Computer
Science from Egerton University. He has several certifications such
as MCP, MCSE, MCDBA, MCT, Project Management and CISA. He
is a Certified Information Systems Auditor and a member of ISACA.
He has over tt years' working experience with different organisations
including InfoTech Training Centre Ltd, Aga Khan University
Hospital and Kenya Airways. He has been involved in large-scale
ICT projects, IT strategic formulation, execution and alignment
with business, IT security, business continuity management, IT
service management and project and change management.

Lineth Oyugi holds a Masters of Arts in Economics from the
University of Nairobi and is a 4th year PhD student of Economics at
the University of Nairobi. She has vast knowledge and experience
in research, having worked for the Federation of Kenya Employers
as the Head of Research and Policy Advocacy.

Additionally, Lineth has worked with the Institute of PolicyAnalysis
and as a Research Fellow, Macroeconomics programme, and also
with the Ministry of Finance and Ministry of Planning and National
Development as an Economist.

Dr. Amenya Nyakundi has a distinctive knowledge in the field of
natural resources development, energy, and environment. He holds
PhD in Environment Technology from JKUAT; an MA in (planning)
from the University of Nairobi, a B.Sc in geology from Poona
University, advanced certificate in Geothermal Energy- University of
Pisa (Italy), Certificate of Corporate Governance (KIM), Certificate
in Strategic leadership Development (Kenya School of Governance)
and senior management course ( Government Training Institute
Mombasa).

Dr. Nyakundi previously worked in the office of the former Prime
Minister (Coordinating Inter-Ministerial Energy and Environment
projects).He also worked in the Ministry of Energr for over Twenty
Five (zS) years and has extensive experience in energy project
planning, development and management.
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