
o

I

OFFICE OF THE AUDITOR-CENERAL

R t'.PUBl-lc OF KhNYA

RE ORF':: rJ s l4Av 2iii3 AJDAY
'.+,,,,...."-* \

:-.)

,i (,,.r.i..$&i

: lqzrfU ruwAr-i
OF

THE AUDITOR-GENERAL

ON

FINANCIAL STATEMENTS OF
KENYA REVENUE AUTHORITY

FOR THE YEAR ENDED
30 JUNE 2018



!

a

6ptrffi"HvENUE

AI\NUALREPORT&

FINAIVCIAL STATEMENTS

FORTHEYEARENDED Bo JUNE eorS

F'

ffi p



)

l

KENYA REVENUE AI.ITHORITY ANNUAL REPORT AND FINANCIAL STATEMENTS AS

AT JUNE 2tr18

TABLE OF CONTENTS

KEY INFORMATION AND MANAGEMENT .......

BOARD OF DIRESTORS... 4

MANAGEMENT TEAM 11

CHAIRMAN'S STATEMENT......... .............12

COMMISSIONER GENERAL'S STATEMENT........,..........

CORPORATE GOVERNANCE STATEMENT ......

REPORT OF THE BOARD DIRECTORS .......................

STATEMENT OF DIRECTORS' RESPONSIBILITES..

FINANCIAL STATEMENTS

STATEM ENT OF FINANCIAL PERFORMANCE. 32

.33

STATEMENT OF CHANGES IN NET ASSETS.... .34

STATEMENT OF CASH FLOWS.... .35

STATEMENT OF COMPARISON OF BUDGET AND AC'TUAL AMOUNTS...........

2

,.15

.27

3o

31

STATEMENT OF FINANCIAL POSITION..............

NOTES TO THE FINANCIAL STATEMENTS.

S6

37

APPENDIX I - PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS.........6Z

APPENDIX II - INTER-ENTITY TRANSFERS....

APPENDIX III - RECORDING OF TRANSFERS FROM OTHER GOVERNMENT

ENTITIES ...66

6s

1



Kt'.N\'.\ RII\.ENLII1 ,\UTHORITY ANNLIAL REPORT AND FINANCIAL STATEIITENTS AS
,\ I .Il-NE ',o18

KIIY INFORMATION AND MANAGEMENT
(a) Background Information

Kenva Revenne Atrthoritl'(KR{) is a statutory body' established b1'an Act of Parliament, KRA
.\ct Cap 469 of 1995.

MISSION Building Trust through Facilitation so as to foster Compliance with Tax
and Customs Legislation.

VISION A globally trusted revenue agency facilitating tax and customs
compliance.

CORE VALUES

. Trustworthy

. Ethical

. Competent

. Helpful

(b) Principal Activities

The Authority's objectives are the assessment and collection of revenue, administration,
enforcement of laws relating to and accounting for revenue collected under the Act.

(c) Key Management

The Authority's dar-to-da1, management is under the following key organs;
- Office of the Commissioner General
- Domestic Taxes Department
- Customs & Border Control Department
- Corporate Support Senrices Department
- Investigations and Enforcement Department
- Strategy Innovation & Risk Management Department
- Legal Service & Board Coordination Department

(d) FiduciaryManagement
The key management personnel r,r'ho held office during the financial year ended
zor8 and who had direct fiduciary responsibility rvere:
- Commissioner General John K. Njiraini
- Domestic Taxes Department Benson Korongo
- Customs Border Control Department Julius Musyoki
- Corporate Support Sen'ices Department Ezekiel Saina
- Investigations and Enforcement Department David Yego
- Strategy,Innovation & Risk I\'Ianagement Department Mohamed Omar
- Legal Senices & Board Coordination Department Wairirnu Nganga
- Intelligence & Strategic Operations James Mburu

3Ott, June
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(e) Headquarters

Times Tower Building,
Haile SelassieAvenue,
P.O. Box 4824o - oo1oo, Nairobi, Kenya.

(O Contacts

Telephone
Email
Website

(zSd o2o-31o9oo, z8roooo, 315553
callcent re(a)kra.go.ke, cic@kra.go. ke
rr"lllr,.kra.go.ke

(g) Bankers

National Bank of Kenya Ltd,
Harambee Avenue Branch,
P.O. Box 41862-ooroo Nairobi, Kenya

(h) IndependentAuditors

Auditor General
Kenva National Audit Offi ce
Anniversarll- Torsers, Universiq' Way,
P.O. Box 3oo84
GOP ooroo
Nairobi, Keny'a

(i) Principal Legal Advisor

The Attornel'General
State Lan'Offlce
Harambee Ayenue
P.O. Box 4011.2
Citv Square oo2oo
Naoribi, Keny'a
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I}OARD OIT DIRECTORS

I. AMB. DR. FRANCIS MUTHAURA. MBS, EGH

,\nrb. Dr. N{r,rtiraura was appointed as the Chairnran of the Board u,ith effect from zznd
I,1:n', 2or8.

Ue holds a Bachelor of Arts Degree in Economics and Political Science and Post Graduate
Diploma in International Relations from the University of Nairobi. He is also a holder of
Honorary Doctorate Degrees from the Kenyatta University and Kenya Methodist
University.

He has served as a career diplomat; Chairman of the [.amu Port and Lamu-Southern
Sudan-Ethiopia Transport (I,A,PSSET) Corridor Development Authority; Britam
Holdings Limited; Head of Public Service and Secretary to the Cabinet.

z. HON. MS. ROSE \IVARUHIU

Hon. Rose Waruhiu was appointed as a Member of the Board rn'ith effect from zrst
October, zot6.

She holds a Bachelor of Arts (Economics) Degree, from Makerere University College, and
a Certificate in Higher Education Administration from the University of Manchester.

She has worked as a consultant in the private and public sector, undertaking assignments
in policy formulation and documentation; public management; strategy development;
planning and advocacy.

She has served as a Board Member of the Kenya Post Bank Board and Council Member of
the Jomo Kenl'atta University of Science and Technology University Council. In r99o, she
was offered a feliowship at the Harvard Institute of Politics.

She has held leadership positions as Chair/Convenor of several initiatives in the pro-
democracy movement in Kenya and civil society. She served as a Member of Parliament
in Kenya and East Africa Legislative Assembly.

She has been Chairperson and Member of the Audit and Risk and Strategy, Policy and
Research Committees of the Authority's Board of Directors respectively.

3. MR. PAUL ICHARIA

Mr. Paul Icharia lvas appointed as a Member of the Board rn'ith effect from
rrth November, zo16.

He holds a Bachelor of Science Degree in Finance, from the California State University
and Master of Business Administration in Global Management, from the Universitl' s1

Phoenix. He is a professional rvith extensive experience in Financial Sen'ices, Business
Development and Social Services Development.
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He has served as a Financial Consultant and in senior positions at the Royal Bank of
Canada (RBC) and Citigroup in the United States of America.

He has been the Chairman and Member of the Stratery, Policy and Research, and Audit
and Risk Committees respectively.

4. ENG. LEONARD ITIIAU

Eng. Leonard Ithau was appointed as a Member of the Board with effect from f,oth May,
2018.

He holds a Bachelor of Science Degree in Civil Engineering, from the University of
Nairobi, and Master of Science Degree, in Construction Management, from University of
Birmingham, England.

He has served in the public service at the Kenya Ports Authorit-'- and as Projects
Management Consultant in various private bodies. He is currently the Executive Director
of Quemec Limited.

He is a registered engineer (Engineers Board of Keny'a) and a Member of the Association
for Ploject Management (UK).

S. MR. CIIARLES IIAKORI OMANGA

Mr. Charles Makori Omanga u'as appointed as a Member of the Board u'ith effect from
3oth May, zor8.

He holds a Bachelor of Science in Management Information S1'stems Degree from USIU
- Africa and Nlaster of Business Administration Degree from the Universit-l- of Leicester,
United Kingdom.

He has sen'ed in the private sector as Relationship and Product Manager at Citibank
Keny'a; Regional Head, Trade Finance (Er\); Head, Public Sector at the Barclay's Bank of
Keny'a; Head, Corporate Banking, CFC Stanbic Bank Limited and on Boards of several
companies. He is currently'co-Managing Principal, Horizon Africa Capital Limited.

He is a member of the Institute of Certified Investment and Financial Anall'sts (ICIFA).

6. MR. MUKESH K R S}IAH

Mr. iVlukesh K. R. Shah rvas appointed as a ilIember of the Board u'ith effect from 3oth
Ma1', zor8.

He is a Director ancl founder of Strategic Consultants Limited, a practice rvhich he
established in r992. providing specialised consultancl, senices in the areas of strategic
planning, high ler.el adrisorl to tamill' ou'ned business adr-ison', business revival and
t'econstruction. and nlergel's and acquisitions to national and international clients.

Previouslr', he u'orked for Price Waterhouse UK and Pricervaterhouse Ken-r'a for eighteen
(r8) _rears and held a position of partner lbr over nine (9) -\'ears.
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Ile holds directorships in private companies mainlt'in a professional capaci$', and is a
non-executive Director of Carbacid Investments Limited, a conlpany listed on the Nairobi
Stock Exchange and of Commercial Bank of Africa Limited, a leading bank in East Afi'ica.

IIe is also a Fellon,of the Chartered Association of Certified Accountants (UK), Member
ol' the Institute of Certified Pubiic Accountants of Kenl a (ICPAK) and Institute of the
Certified Public Secretaries of Kenya (ICPSK).

7. MS. SUSAN MUDHUNE, MBS

Ms. Susan Mudhune rvas appointed as a Member of the Board with effect from Joth May,
zor8.

She holds a Bachelor of Arts (Education) Degree from the University of Nairobi and
Master of Business Administration Degree from the same University.

She has served in various management positions in the local banking industry for over
tu'enty (zo) years, from which she retired in zoor.

She has served as a non-executive director in various Boards, been Chairperson of the
Board of Kenya Commercial Bank Group and past National Chairperson of the Kenya
Girl Guides Association.

She is a Certified Corporate Governance trainer and Member of Women Corporate
DirectorS (Kenya Chapter) and Institute of Directors (Kenya).

In recognition of her outstanding achievements, she is a holder of the Moran of the
Burning Spear (MBS), Fellorv of the Institute of Bankers; Management; and Directors.

8. COMMISSIONER GENERAL, MR.JOHN K. NJIRAINI, CBS

He was appointed Commissioner General of Kenya Revenue Authorilv on 3rd March,
2c12. Previously, he had sen'ed as the Commissioner in charge of l"arge Taxpayers Office.

He holds a Bachelor of Commerce Degree and Master of Business Administration Degree,
both from the University of Nairobi,

He served as the Chief Executive of the Institute of Certified Public Accountants of
Kenya (ICPAK) between 1996 and 2006; Lecturer, Department of Accounting, University
of Nairobi betrveen 1984 to 199.4 and in various audit capacities r'vith Deloitte Haskins &
Sells (norv Deloitte) and Price Waterhouse (now Priceu'aterhouseCoopers).

He has also sen ed in various Government Boards and Task Forces inciuding the
Permanent Public Sen,ice Remuneration Revielv Board, Local Authorities Transfer Fund
Advisory Board, Registration of Accountants Board and Pending Bills Closing
Committee, among others.
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EX OFFICIO MEMBERS

g. Cabinet Secretary, the National Treasury- Mr. Henry K- Rotich

Mr. Henry K. Rotich is the Cabinet Secretary for the National Treasury. He holds a
Master's begree in Public Administration (MPA) from the Harvard Kennedy School,
Harvard University. He also holds Masters and Bachelor degrees in Economics from the
University of Nairobi. Prior to his appointment, he had worked at the Treasury, Jvlinistry
of Finante and the Central Bank of Kenya. He had been earlier attached to the
International Monetary Fund (IMF) local office in Nairobi.

He has been a Director of several Boards of State Corporations including; Insurance
Regulatory Board, Industrial Development Bank, Communication Commission of Kenya
and Kenya National Bureau of Statistics.

ro. CPA Mr. Bernard Ndung'u, MBS

He was appointed as a Nlember of Board u'ith effect from r5th September 2074 as

the alternate to the Cabinet Secretary National Treasury.

He holds a Bachelor's Degree in Commerce from N4irobi University and a

Master's degree in Public Finance l\'Ianagement from the University of London. He
is also a Certified Public Accountant and a member of the Institute of Certified
Public Accountants of Kenya (ICPAK).

He is the Director General, Accounting Services and Quality Assuraltce at the
National Treasury.

He is the Chairman of the Public Sector Accounting Standards Board (PSASB) of
Keny'a and represents the Cabinet Secretary, National Treasury in the boards of
Kenya Revenue Authority (KRA), Kenya Accounting and Secretaries Examination
Board (KASNEB) and Kenya Medical Supplies Authority (KEMSA).

He has rvorked on a wide range of public and private finance management
specialties having rvorked with accounting firms Price'rvaterhouseCoopers (PrvC)

and Ernst & Young (EY) prior to joining National Treasury.

rr. Attorney General- Honorable Paul Kihara Kariuki

He u'as admitted to the Bar in r97B after conrpleting his Post Graduate Diplomain
Lau' at the Kenya School of Larv Nairobi. He practiced law at Ndung'u, Njoroge
and Kn'ach Advocates, Harnilton, Harrison and Mathervs Advocates as rvell as

other legal establishments.

In 2oo3 he u,as appointed to sen,e as Principal and Chief Execlttive Officer at the
Ken-va School of Larv. In the same year, he rvas appointed Judge of the High Court
of Kenva rvhere he sen,ed in both the Civil and Commercial Divisions for several

),ears. Betu'een 2oog and zor3. he sern'ed as the first Director at the Judiciary
1'raining Ir:stitute, u'here he estabiished operational s1'stems for the techrtical artlr

7



KII,).]\.A REYENUE AUTHORIry ANNUAL REPORT AND FINANCIAL STATEMENTS AS

II'.II rNE',or8

of' the Judiciary incorporating professional development for all Judges,
l\lagistrates and Paralegal Staff of the Judiciary. He rvas appointed the President
of the Court of Appeal in zor3 and as the Attorney General of the Republic of
Kenya in March zor8.

As the President of the Court of Appeal he n'as instrumental in decentralization of
tlre court to Malindi, Kisumu and Nyeri Counties. He aiso led the development of
the blue printro point strategy for the transformation of the courts that
culminated in the Court of Appeal Bill and the Strategic Plan of the Court of
Appeal of Kenya.

He has served as the Chancellor or the Honorary Legal Advisor for the Anglican
Church of Kenya, Member of the Kenya Anti-Corruption Authority Advisory Board
and the Chairman of the Thomas Banados House and Rotary International.

He is an esteemed member of the Law Society of Kenya, Commonwealth Lawyers
Association and International bar Association.

rz. Mary Ann Muthoni Njau-Kimani (Alternate direstor to the Attorney
General).

She is an advocate of the High Court of Kenya with thirty (3o) years' post
admission experience both in private and public law practice..

She also holds a Master's degree in Business and Administration from the
University of Nairobi.

She a Senior Deputy Solicitor General and the Secretary Justice and Constitutional
Affairs, the current Head of the State Department of Justice, Office of the Attorney
General & Department of Justice.

She is an accredited mediator and a certified Justice Rapid Response UN- Women
SGBV Justice Expert, with management, financial, research, consultancy and
training experience and skills.
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DIRECTORS WHOSE TERMS TERMINATED DURING THE zorTf zorB
FINANCIALYEAR

1

a,

DR. ED\MARD SAMBILI, CBS

Dr. Edward Sambili was appointed as the Chairman of the Board lvith effect from zrst
October, 2oL6.

He holds a Doctor of Philosophy degree in Economics from the University* of Lancaster.
He has experience and expertise in sustainable developmcnt, national planning and
poverty analysis; human securilv and governance; macroeconomic issues; Public Sector
Reforms, Results Based IVlanagement; Policy formulation, implementation and
Monitoring and Evaluation.

He has served in the pubiic service as a Senior Lecturer in Economics at the Egerton
University, Permanent Secretary - Ministry of State for Planning, National Development
and Vision 2o3o and Deputl' Governor, Central Bank of Kenya.

He has also been a Consultant/Adrisor for United Nations bodies.

MR. EVANS KAKAI

IUr. Evans Kakai u'as first appointed as a Nlember of the Board rvith effect from 3rd
October, 2013. He was reappointed n-ith effect from zrst October, zot6-

He holds a Business Administration Degree, from the Catholic University of East AFrica,
and Nlaster of Business Administration (Strategic Management) Degree fronr the
Uni.i'ersiq'of Eastern and Southern African Management Institute.

He is a Certified Public Accountant of Keny'a (CPA-K) and Managing Director of EKV
Consultants Limited, a consultanc\'firm offering consultancv senices in Kenya, Uganda,
Tanzania and South Sudan. He is a UN agenc)' Certitied Auditor, undertaking donor
confirmation assignments in Kenva, Uganda and South Sudan for various international
UN Agencies.

He n'as Chairman of the Support Senices Committee, Vice Chairman of the Staff
Committee, Member of the Strategv, Policl' and Research and Trustee of the KRA Staff
Pension Scheme.

3. MS. CONSTANTINE KANDIE

Ms. Constantine Kandie uas first appointed as a Member of the Board u'ith effect from
14th August, 2013. She ttas reappointed rvith effect from zrst October, zot6-

She holds an Intei'national Business Administration Degree and Master of Business
Adnrinistration (Malketing) Degree. both from United States International Universih'.
She has 'rr ide experience in qovernance, strategic ntanagement and leadership;
management of staff teams. across a broad spectrum of professionals, and specialises in
enterp rise cier-eloprnent.
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She has sen'ed as Councii Member and Chairperson of the Disciplinan' Committee,
Nlanagement Universiqv of Africa (MUA); Board Member and Secretary', Professional
Women Empowered (lLO); Boarci Member, Eastern Africa Regional Board - Practical
.\ction International; Director, Eastern Afiica Grain Council; Director - lVorld Fair Trade
Organisation (IVFTO) and Committee l\{ember and Secretarv, Kenva Federation for
.Uternative Trade (KEFFAT).

She is a Member of the Kenl'a Institute of Management.

She served as the Chairperson and Vice Chair of the Board of Trustees, KRA Staff Pension
Scheme and Audit and Risk Committee of the Authority's Board respectively.

4. MR.ABDI BARE DUALE

Mr. Abdi Bare Duale was first appointed as a Member of the Board with effect from 3rd
June, 2cl4. He was reappointed with effect from r5th June, 2or7.

He holds a Master of Business Administration Degree from Edith Cowan University in
Australia.

He has sen'ed in both public and prirate service as a Board Member, Kenya Bureau of
standards and Nerix Pharma Limited; General Manager, Medina Pharmacy Limited;
Managing Director, Medina Chemicals Limited and Executive Chairman, Nomad Palace
Hotel limited.

He was the Chairman and Member of the Staff and Support Services Committees of the
Authority's Board of Directors respectively.

S. AMB. DR. RASIIID ALI, OGW, MBS, HSC

Amb. Dr. Rashid Ali lvas appointed a Member of the Board with effect from uth
November,2oL6.

He holds a Doctor of Philosophy degree in Public Administration. He has expansive n'ork
experience in Private and Public Sectors.

He has served in the public sen ice as an Ambassador of the Republic of Kenya to the
Islamic Republic of Oman and Deputl Secretary, Administration (Ministry of Tourism,
Trade and Industry; N{inistry of Foreign Affairs and International Co-operation; Ministry
of Environment and Natural Resources) and Assistant Secretary, Ministry of Lands and
Settlement.

He has also sen,ed as Director, Kenva National Chamber of Commerce and Industry and
Kenya Meat Commission.

He is a Fellorv of the Institute of Directors (UK), The British Institute of Management;
The Institute of Professional I\{anager and Administration and member of the Kenya
Institute of Management.

He rvas a Vice Chairman and Nlember of the Support Senices and Staff Committees of
the Authority's Board of Directors respectiveiv.

10
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MANAGEMENTTEAM
r. John Njiraini, CBS

He was appointed Commissioner General of Kenya Revenue Authority on 3'd March, zotz
for a period of three (3) years. The contract was renewed for a further term of 3 years and

subsequently extended up to 3ou June zor9.

z. Julius Musyoki

He was appointed Commissioner of Customs & Border Control with effect from lst August

2ot5. He left the Authority's service upon contract expiry on 3rst October 2018.

3. Benson Korongo, HSC

He rvas appointed on a 3-year contract as Commissioner of Domestic Taxes with effect

from 1st June zo16. He left the Authority's sen'ice upon resignation on 3oth September

2018.

4. Ezekiel Saina, HSC

He rvas appointed on a 3-y'ear contract as Commissioner of Corporate Support Sen'ices

v''ith effect from lst June, 2o16 and is stiil in sen'ice.

5. Mohamed Mohamud
He rvas appointed Commissioner of Strategv Innovation & Risk Management from lst

October. zor5 rrith the contract being renerved for a further 3-year term with effect from
rst October zor8.

6. Wairimu Ng'ang'a, OGW
She rvas appointed on a 3-year contract as Commissioner of Legal Sen'ices & Board

Coordination u'ith effect from 1'r Jull' zor6 u'ith the contract subsequently extended to

expire upon her retirement on z8th February 2019.

7. David Yego
He rvas appointed Commissioner of In'r,estigations from 22nd March, zotT and is still in
service.

8. James Mburu
He u,as appointed Commissioner of Intelligence & Strategic Operations from 3'd April,
zotT and is still in senice.
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(]I IAIRMAN'S STATEMENT

Forervord

Ir is mv singular honour ancl pleasure to present the Annual Report and Financial Statenrents
ol the Ken1,a Revenue Authoritl' (KRA) for the Financial Year zorTll8, covering the tinal
irrrplernentation period of the Sixth Corporate PIan (zor5/zo16 - zorT/zor8\ and I(RA
Vision 2<118, anchored on the theme "Building Ta4tayer Tnrst Through
Facilitationfor Enho,nced Tax Compliance". The focus of the KRA Vision 2o1B \r'as to
enhance revenue collection with a viely to enabling the Government to achieve fiscal surpltrs
by zor8. To give traction to this vision, KRA initiated an ambitious Transformation Agenda,
supported by technology as a game changer for enhanced service delivery and intelligence
driven revenue administration.
It is important to place KRA's re\renue collections for the 2ot7/r8 within global and national

contexts so as to get a realistic picture of the factors that underpinned its performance during
the year under review.

Global Economy

For the first time in the post-2oo8 financial crisis, there was relative improvement in global
economic and financial performance, leading to a grorvth rate of 9.6%. The improved
performance was buoyed by a rebound in investments, improved international trade,
favourable oil and commodity prices occasioned by increased capital spending in USA and
Eurozone. The marginal gains in the Kenyan economy and tax revenues during the year
under review were therefore, quite consistent with the global economic realities.

Kenyan Economy

The Kenyan economv had mixed fortunes during the FY 2o7/r8. Notrvithstanding the
disruptions occasioned by prolonged electioneering period, adverse weather and constricted
credif disbursements to the private sector, the Kenyan economy remained largely resilient
during the year under revier,r'. Notable performance lvas realized in such sectors as:

Accommodation and Food Services; Information and Communication Technologl';
Education; Wholesale and Retail Trade; Insurance and Public Administration, n'hich
recorded grorvth of betn'een 6.5% and 14.7%. This rvas hotvever, tampered by a relative poor
performance in kev sectors, including Manufacturing, Agriculture, Forestry, Fishing _and
Financial Services (except Insurance). The depressed economic outlook in the course of the
year under review led to rerised grouth projection to 4.8"/o fiom 5.8%. It is instructive to note
lhat ta* collections greu'b1'5.r% over zot6/17 coliections, thus outperforming both the global
and Kenyan economic grorvth b,v t5% and o3%o, respectivell'.

Revenue Performance

During the FY zorT f t8, the Authority coilected Kshs t.4BS trillion against a target of Kshs
r.Sar trillion. This represents a performance rate o{ gg.t%" and reventre grolrth of 5.t%"
ol,=i Xst s 1.g65 triliion collecied in FY 2ot6lt7. Revenue growth outperformed the
econorny by about o1yr, an indication that the KRA Transfbrmation Agenda has alreadl'

1.2
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began to shore up revenue administration efficiency. Revenues collected by KRA are broadly
divided into Exchequer Revenue and Agency Revenue.

Exchequer Revenue

Exchequer revenue comprises Income Tax, Value Added Tax, Customs Duty, and Excise Tax.

During 2ot7/t8, KRA collected Exchequer revenue totalling Kshs r.34 trillion against a

target of Kshs 1.453 trillion, translating to a performance rate of )2.2%o.

Agency Revenue

KRA collects Agency revenue on behalf of a nurnber of government departments, state
corporations and agencies. During the year under revielr', a total of Kshs 94,185 million
was collected in Agency revenue against a target of Kshs 86,:r72 million, translating to a
performance rate of to93Y".

Economic Outlook

Globally

The FY zotS/tg promises a positive outlook for the global econom)', nith a forecasted
marginal growth of 3.g% compared to 91% realized in zot7lt8. This is predicated primarily'
on improved domestic demand in advanced economies, and a marked improt'ement in
performance of Emerging Market economies. Going fonvard, this positive economic growth
is expected to shore up significant grou,th in economies u'ith large export potential.

Kenya

Kenva's real GDP is projected to expand b1. g9% in FY zor9lzorg. This grorfih nill be
supported mainll. by inr.estments in Manufacturing, Food Security, Universal Health, and
Affordable Housing, rvhich constitute strategic sectors of "The Big Four Agenda".

As the pre-eminent revenue collector for the Government, KRA is at the core of the
implementation of "The Big + Agenda" as rvell as continue to improve the business climate of
the countrl'. Accordingly', the National Treasury has given KRA a revenue collection target of
KShs r,8o9,999 million for FY 2or9f 79, representing a grorrth of z6.t%o over the revenue
cojlection of FY zotT lrB.

KRA is responding to this ambitious revenue target, b1- deepening the Transformation
Agenda, rvhich is expected to enhance its capacity'for Domestic Revenue Mobilization. With
the implementation of the Seventh Corporate PIan (zotS ltg - 2o2ol21) undenvar', the focus
shifts to ke1'priorities of the country"s development agenda as spelt out in the Kenl'a Vision
2o3o, the Third Ivledium Term Plan (NITP zot9 -zozz), the Budget Policl'Statement zot8,
"The tlig Four Agenda" as rvell as the countn''s commitment to the Sustainable
Developrnent Goals. To eft'ectivel-r' discharge its mandate, KRA is transtbrnting into an
intelligent tax administration that efficientll' utilises data and digital capabilities to
revolutionize interactions rv'ith taxpa\-ers, rvith the ultimate target of becoming "simple at
the front, smart at the back."
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Appreciation

On behalf of the KRA Board of Directors, I wish to thank Management and Staff for their
continued hard rvork, commitment and dedication to dut-v, that helped realize improved
revenue collection by Ikhs 69,969 million over the zot6/r7 collections. We thank all the
conrpliant taxpavers tbr honourably discharging their civic dulv to this country. Last but not
least, rve thank all stakeholders who have availed time and resources to support KRA revenue
mobil ization initiatives.

In a very special rvay, I thank H. E. The President, the National Treasury and Planning
Ministry, County Governments, and Parliament for standing by KRA Board, Management
and Staff in the discharge of their onerous mandate of revenue collection

[-astly, I wish to extend my gratitude to my fellow Board Members for demonstrating
commitment, collegiality and hard work during the just ended Financial Year zor7f18. It's
my prayer and belief that these wonderful attributes will be sustained to help realize
improved revenue performance Financial Year zotS/tg.

Thank You.

!

AN{B.
CIIAIRMAN

crs K. MUTHAURA, MBS, EGH
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COMMISSIONER GENERAL'S STATEMENT

Introduction

It gives me great pleasure to present to you the highlights of the Kenya Revenue Authority
(Xnel perfoimance for the FY zorT/t8. This financial year was the third and last Plan Year in
the 6th Corporate Plan under the theme "Building Taxpayer Trust through Facilitation f9r
Enhanced tax Compliance" and aimed at building trust-based relationships with the
taxpayers to enhance voluntary compliance. Over the just concluded period, successes have

been registered, challenges encountered and lessons learnt. These iessons and feedback from
the implementation of the 6th Corporate Plan have been incorporated into the development of
the Ttir Corporate Plan running from FY zot9/tgto 2o2of 21.

Operating Environment

Kenya's GDP grou.th rate lvas estimated at about S.o%o inFl{ zotT/t8 compared to a forecast
of 5.9%. The GDP gronth is expected to rise to 5.9% in FY zor8lt9.

The ke1, elements of the macro-economic enrironment that directly impacted revenue
collection in the Y{ zorTi18 included the follon'ing:

. The overall rate of inflation declined from 9.2 percent in June 2077 to 4.5o percent in
December zotT and further to 4.3 percent in June zor8.

. The foreign exchange market remained relativell. stable throughout the 1'ear.

. The exchange rate of Kenl'a Shilling to US Dollar averaged at 7c2.4 during the
F-inancial Year compared to 102.5 for the FY zo16/t7.

. The value of total exports decreased from KSh 52.7 billion in Ma1' 2ot7 to I(Sh +q.S
billion in Decemb er 2077, but increased to KSh Sz.g billion in June zor8. On the other
hand, the value of irnports declined from KSh r5t.+ billion in Mav 2ot7 to KSh t+r.B
billion in December 2ot7, but rose to KSh 16o.6 billion in June zor8.

. The a\.erage f ield rate for 9r-da1'Treasurl'bill rate declined from 8.4 percent in June
2ot7 to 8.o percent in January zor8.l'his further declined to7.2 percent in June 2ot8,
indicating a general decline in interest rates in the economy'.

. The Nairobi Securities Exchange (NSE) zo share index increased trom 3,6o7 points in
June zorT to 3,8rr points in December 2or7, but declined to 3,286 points in June
zorB.

The macro-economic indicators above shon'that the Keny'an economl': experienced depressed
performance in the FY zotlltS. Despite this relativell,poor economic performance, the
actual re\.enlre collection greu'bv over KShs 69 billion.

Revenue Performance

Cumulative revenue collections (,Iul1' 2ot7 - June zot8) stood at KShs r,431.2q billion against
a target of KShs 1,511.23 billion, representing a perfol'mance rate of 93.1 percent and grorrth
of 5.r percent.
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'l'able r: Revenue Collections (Ksh. Billion)

Department

Cust<',ms Sen'ices +6.o%u

nrrstic Taxes

Road Transport

Customs and Border Control Department

Customs collections during Ft zorT/rB amounted to I(Shs 469.g7 billion against a target of
IGhs 484.97 billion translating to a performance rate of 96.9% and a growth of 6.o% over FY
2016/17. Net import dulv grew by T.g% to KShs gg.Z biilion while net excise duty grew by
SB% to KShs 8g.+ billion. Annual collections in Petroleum 'faxes amounted to KSh. r47.7
billion while Trade Taxes amounted to KShs 3r8.o billion recording a growth of 5.4% and
6.8% respectively over FY zo16/17.

The recorded performance r.r'as buoyed by the change in composition of dry imports. The
share to total imports of the value of goods in the royo, 2;yo and the >25yo tariff bands grrerv

in zorT/r8 over zo16 /ry, while that of lhe o% tariff band declined resulting to a positive
revenue impact of KShs 2.6 billion on import dury. The share of value of VATable goods
horvever decreased by 6.r percentage points from73.6% in zot6lrT to 67.5% in zorT/r8 with
a resultant adverse revenue impact of KShs r5.t biliion on import VAT.

Domestic Taxes Department

Domestic taxes collections during FY zorT/18 amounted to KShs 96r.9 billion against a target
of KShs r,o5r.B billion, translating to a performance rate of gL.S% and a grorvth of 4.8%o over
FY zor6/t7.

Direct domestic taxes collected during the financial 1'ear amounted to KShs 6S+.8 billion
representinga 9o.z%o performance rate and grouth of 4.2% over FY zot6lt7. Direct domestic
taies included: PAYE-56%; Corporate Taxes-24%, rvithholding taxes-r5%, and the remaining
5% comprised individual taxes, Turn-Over-Tax, Capital Gains Tax and Rental Income Tax.

Indirect taxes collected during the Financial Year amounted to Ksh. 302.4 billion
representi ng 9g.6 % performance and a gronth rate of 5.5Yo over FY zor6ltz. This growth in
indirect taxes ruas miinlv Crir.en by a 6.2% grouth in VAT from KShs 193.1 billion to K.Shs

2o5.1 billion, 35.7% growth in n'ithholding V^A.T from KShs 7z.o billion to KShs 97.8 billion,
and 26.4% grolrth in excise duty on money transfer from KShs 12.6 billion to KShs r5.9
billion.

Actual
zorz/18

Target
zorz/rB

Performance
Rate (96)

Actual
zo16/rt

Growth
(/")

469.97 484.97 96.9 443.5

96r.9r r,o5r.8z 91.5 917.6 +4.896

3.37 4.44 75.7 4.r -r7.9%

Total r,435.24 11541.23 93.1 1,365.3 +5.t%"
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Road Transport Department

Transport revenue accounted for o.z3% of the total collections in FY zotT/r8 recording a

decline in grorrth of -r7.9 Yo compared to FY zot6/tz. This department has since been
transferred to the National Transport and Safety Authority (NTSA).

COLLECTIONS TREND FOR THE FINANCIAL YEARS zor3/ r4TO zorT / 18
MILLIONS

KRA Rewenue Perfornlance, zot3/l4 - zotT/t8
Annual Revenue Collection in l(shs (M)
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Notn'ithstanding the challenges enumerated above, revenue collections have consistentlt'
sror,l'n b.r'an average of t4.g% n'hile maintaining cost of collection consistently belorv r.5%.

Revenue Administration Transformation

KI{,\ r:ontinued to scale up its Transformation Agenda aimcd at leveraging technologl' for
enhanced sen'ice delivery and intelligence driven compliance. The transformation initiatives
implemented during the year included:

iTax

This is a web-based system that provides tax administration services including electronic
registration of taxpayers, electronic filing, self-service ledger accounts, electronic receipting
of tax payments and back office functions for Domestic Taxes Department. During this
financial year, key achievements included:

. Delivery of Debt module.

. Invoice auto reconciliation module under the last stage of Quality Assurance.

. Discussions on transition management given the huge impact to many stakeholders
(ongoing).

. Iqrplementation of online customer support framervork (ongoing).

. Personal Identification Number, Business Process Reengineering (PIN BPR)
completed and development discussions initiated.

New Data Centre (NDC)

This project aims at implementing an enterprise risk management framework that will help
KRA build resilience for business processes recover)- and resumption in case of a disaster.
The project will also improve IT operational efficiency and reliabilify. The New Data Centre
facility, which is about e8%o operational, rvill enhance availabilitl', continuify" and response
times of business systems. Progress made so far include:

. Systems migration, testing and changeover.

. Integration uith iTax and payment gatewa-y in progress.

. Prioritization of s-vstems migration order completed and Migrations include
iSupport, Corporate Website and Integrated Customs Management System (iCMS).

Integrated Custorns Management System (iCMS)

The increasing trade r-olumes across Kenya's boundaries and the attendant risks call for a

versatile Customs Management Sy'stem in rvhich stand-alone modules, systems, smart gates,

and other securirv installations are integrated. The aim of the iCMS project is to automate all
Customs processes n,hile aclopting best technolog-v practices for trade facilitation by
integratinf the ditferent systems usJd for Customs processes in the KRA. The progress made

so far in implementation of iCN'IS include:
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o go%o completion of the development work. (Full iCMS suite expected delivery date

revised to September zor8).

. Completion and use of direct assessments.

. Quality assurance for vr'arehousing module complete and due for pilot at Jomo
Kenyatta International Airport (JKIA).

. Sea and Land Cargo for dry imports completed and pending integration with KPA
system.

o Air Cargo module pilot and roll out is in progress at all airports.

iSupport System

To help enhance efficiency in its processes, KRA implemented a core technology application
based on the SAP enterprise resource planning (ERP) platform, which is aimed at scaling and
accelerating organizational decision-making and enhancing business management. This
platform n'ill assist KRA transform business operations and to meet the demands of a Digital
Economl'.

This project aims at;

. Providing timely' and accurate information to support efficient tax administration
operations, planning and reporting for the Authority';

. Stimulating integration of financial and operational activities through streamlined and
efficient u'orkflor'r's and documents management;

. Building centralised senice capability';

. Prol'iding better business insight and

. Tracking ke,v operational performance indicators on a real time basis, for prompt
management decision nraking.

The iSupport sl,stem rollout rate is go%o and modules so far rolled out include Trar-el
Management, Pa1'roll, Performance Management, N{edical Management, e-Recruitment, and
Assets Disposal modules. Learning Management Solution is undergoing testing.

Tax Invoice Management Sy-stem (TIMS)

Under the VAT enhancement strategr', the need fbr ensuring simplicitl'and accuracy in input,
output, credit VAT information and reconciiiation betu'een filed returns and pa1'ments is
paramount. In this regard, the Authoritl' sought to implement a Tax lnt'oice Management
Sl.stem u'hich is aimed at ensuring:

. Real tinte validation cf invoices at the treicler tiils prior to issuance to the customer and
KR*A. ta.x svstem.

. Standuruiization of tax invoices anci receipts.
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. Sirlplification of return filing in order to enhance voluntary compliance.

. Inrpror-e accrlracy of VAT data for transactional purchases and sales information

Rcgional Electronic Cargo Tracking System (RECTS)

Thc Regional Electronic Cargo Tracking Sl,stem (RECTS) r,r,as iaunched in March zolT n'ith
the airn of boosting security by curbing diversion of transit cargo along the Northern
Corridor, among other malpractices. The concept was anchored on the zor4 Northern
Corridor directive to countries such as Kenva, Rrvanda and Uganda to embrace electronic
monitoring of cargo across the region. Besides securing the cargo, RECTS saves on time and
cost of doing business. kss time is spent at border points disarming and arming of seals as

the system allows for seals to be armed at starting point and disarmed upon reaching the
final destination. RECTS and iCMS are set to be integrated to ensure high efficiency in cargo
clearance as well as profiling of importers.

Integrated Scanner Management Solution (iSMS)

The objective of this project is to provide a centralized integrated scanner management
solution with real time processing, inspection information collection, inspection data
management and advanced analysis capability. Key achievements in this project include:

. Completion of network analysis to enhance bandvvidth.

. Relocation of Inland Container Depot Embakasi scanners to Malaba.

. First version of the iSMS software lvas deploy'ed for testing.

. Integration scoping with other systems is ongoing.

KeyAchievements during the 6th Corporate Plan Period

FY zorT/r8 marked the final 1'ear for the implementation of the 6e Corporate PIan (zo15/16-
zotT/t8). The Plan represented a shift in KRA's focus from enforcement to taxpayer
facilitation in line uith the vision to "Facilitate Keny'a's Transformation through Innovative,
Professional and Customer Focused Tax Administration." In pursuit of this ambitious vision,
KRA implemented the following four (+) key strategic objectives;

i. Enhancing revenue mobilization by broadening the taxpayer base using smart
intelligence and risk-based compliance strategies;

ii. Strengthening administrative capacity and enhancing transparency and fairness
through organizational change and business process optimization;

iii. Creating a staff establishment that is professional, courteous, accessible and pro-active
in responding to customer problerns; and

iv. Enabling business b1'leveraging technology to achieve full electronic cttstomer sen'ice
leading to enhanced operational efticienci'and high customer satisfaction.
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Key OutcomesAchieved during the Plan Period

Revenue Enhancement Perspective: The cumulative revenue collection during the
period under revievv amounted to KShs 4.o trillion rising from Ksh. 1.069 trilion i" FY

iorq/S to IGh. 1.435 trillion in FY zorTlr1. Active taxpayers grerv from r.6 million in FY

zoryl:5 to 3.94 million by June, zor8. Through the Alternative Disputes Resolution (ADR)

initiatives, KShs 6.ZqS billion held up in tax disputes rvas freed up. The Authority continues
to build capacity in ADR as this mechanism is speedy, non-adversarial and more effective.
Further, the real estate sector contributed KShs tz.og billion in revenue collected from

S8,gZ4 additional land lords recruited into the tax net. In addition, KRA has continued
engagements with County Governments for collaborations in revenue collection. As at June,
zor8, engagements with Kisii and Kericho Counfv Governments were at an advanced stage.

Customer Perspective: To deliver customer focused services and raise customer
satisthction levels, KRA senices lrere availed in z4 senice centres and 5z Huduma Centres
across the country. At least 78Yo of all complaints received rvere conclusivell' resolved and 276

stakeholder groupings l\'ere engaged by-KRA. In addition, a taxpal'er education strategy, tax
curriculum proposal, tools for needs assessment and sector programme \vere implemented to
enhance voluntary compliance. In Iine r,rith this, KRA.-uide cttstomer service standards aimed
at cultivating an all-inclusive and collaboratii'e customer senice enrironment \vere

developed and implemented. An exit sun'e1' for FY zot6/t7 established a customer
satisfaction ler-el of 7r.9%.

People Perspective: KRA continued its endeavours to entrench its core values
Trustn'orthy, Ethical, Competent and Helpful (Kuua TECH) amongst the staff. This has been
conducted through a rerieu' of sub-cultures, culture change assessment and communication,
revamping of KRA's training, promoting innovation, knonledge management, enhancing
integritl' amongst staff and establishing KESRA as a choice institution for training in fiscal
management. An exit sun.ev for FY 2016/t7 determined that the emplol'ee satisfaction level
is 67%.

Internal Processes Perspective: ;\utomation is kef in enhancing transparencl' and
fairness in government-to-business interactions. As at the end of FY zot7lt8, KRA had been
appointed the lead border agencv in all land borders as u'ell as custodian of One Stop Border
Points. In a bid to become a fulll'automated single collector, the follorving KRA st'stenls rvere

implemented: iTax (tooYo), iCMS (8o%), iSupport (qo%), Customer Relationship
Management (CRN{) system (gS% implemented), CCMS (roo%) and Neu' Data Centre (NDC)
gBYo. Over the same period, 86% of KRA's business units have implemented the five (S)

enterprise Risk Management (ERM) frameu'ork tools. These tools are; Risk and Control Self-
Asseslment Tool; Control Compliance Tool; Kei'Risk Indicator Tool; Action Tracking Tool;
and Incident Recording Nlanagement'I'ool. KRA \\'as re-certified to ISO 9oo1:2015 Standard
over the period.
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Ke1',\chievements in the Financial Year 2ot7/18

'l'he k'.:r' achievements during the F\' 2017ltB include:

Expansion of the Tax Base

During the plan period, KRAsought to adopt a business classification, structure and tax rates
sinrilar to those being applied by the County Governments. This ll,as so as to leverage the
reach and closeness of Iocal governments and taxpayers. This would be achieved through
twinning of PIN to business licensing at the Counties and actively engaging the County
Governments for collaborations. As at Quarter three of FY zotTf tB, engagements with both
Kisii and Kericho Counties were at an advanced stage.

During the FY 2or7f t8,46r,743 new active taxpayers \ryere recruited resulting to 3,94o,ooo
active taxpayers, cumulatively. The recorded recruitment of taxpayers \,vas enhanced by
KRA's deliberate effort to progressively contact non-compliant taxpayers and use of data to
drive taxpayer recruitment. In addition, the taxpayer education programme lvas revamped to
target non-compliance. To this end, four sector-based trainings targeting Architects,
Engineers, School heads, Accountants, Withholding rental income agents, and Federation of
Kenya Employers were held.
The Authority continued to leverage on government automation where various third-party
systems (NTSA-TIMS, e-ProMIS, NHIF, NSSF and IFMIS) rvere identified to further drive
recruitment. KRAs integration with these systems is at different levels of implementation.

Revamped Debt Management Programme

During the Financial Year, a full-time team under Strategy, Innovation and Risk
Management (SIRM) rvas formed to implement the Data Cleaning strategy. To do this, data
cleaning business rules and a debt strategy \vere prepared to guide implernentation of the
initiative. As part of data cleaning, debt division staffrvere trained, backlog relating to returns
were cleared and clearance of payments, rvaivers, and set-offs is undenvay.

Further, user acceptance testing rvas conducted on the debt module on the iTax system in
March, zor8. Full roll out of the module w'ill facilitate single vieu' of all taxpayer transactions
and improve debt collection.

In total, KShs 28.4 Billion rvas collected as debt revenue. Delay's in fonvarding mature debts
(go days) to Account Management Units from stations/divisions including the head office
has had a negative effect on fast-tracking debt recoverl'.

Implementation of Alternative Dispute Resolution (ADR)

During the FY 2or7f 78, ADR n'orkflorls and staff structure u'ere rel'ielved and approved and
job descriptions de'i,eloped, 33 of,ficers were recruited to fill the ADR structure. At least 38%
of disputes were settled through ADR out of rvhich, I(Shs 3,ott.9 million ',vas collected as

revenue.
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VAT Enhancement Strateg-v

VAT's contribution to total revenue was envisaged to improve from zSYo to 35% between FY

zot4/t5 and FY zorT/r8. Amongst the measures proposed rvas implementation of the tax
invoice management system (TIMS) to improve VAT data management and to ensure
accuracy in input, output and credit VAT information and reconciliation between filed
returns and payments.

To improve VAT data management and ensure accuracy in input, output and credit VAT
information and reconciliation betvveen filed returns and payments, iTax enhancements rvere

proposed, TIMS implementation strategy documented and Public Key Infrastructure (PKI)
for TIMS implemented. The Revenue Enhancement Initiatives aimed at improving VAT
performance and reducing non-filing & non-payment led to the implementation of an

aggressive stop filer and nil filer programme to reverse the non-filing and non-pa1'ment
trend. Under this, unclaimed withholding VAT certificates rvorth KShs 1,gog.7 million and
unmatched invoices rvorth KShs r,643.3 million \vere assessed. Collections out of these

amounted to KShs 477.T million and IGh. 437.4 million respectively.

Customer Satisfaction rvith I(RA Services

KRA sen'ices l\'ere offered in z4 sen,ice centres and 5z Huduma Centres across the country.
Using the Corporate Complaints Management Frameu'ork, 78% of complaints were

conclusively' resolved. This framervork is planned for regional roll-out in zor8 l9 and
additional staff for the centres have been recruited.

As at June, 2or8, electronic filing rate stood at 76%o, 6o%o and 44% for VAT. PAYE and
Corporate Taxes respectivell'. Electronic payment rates also stood at 97%o, 93%o, and 93% f.or

VAT, PAYE and Corporate Taxes respectively.

Strengthening Ta-xpayer Senice and Marketing and Communication

During the past tlnancial t'ear, KRA fulll' engaged a media consultancl' to oft-er strategic
guidance on creative advertising, public reiations and stakeholder engagement. The
iommunication strategl., rvhich aims at achieving effective communication to drive brand
lol,alt-,-, promote customer centrism, knonledge sharing and KRA brand acceptance, \\'as

implemented. KR.\ has adopted a strategic approach torvards International Affairs that
facilitates continuous learning of industry best practices, and promotes experience and
knon'ledge sharing. During 2or7f 18, KRA participated in eight (8) international engagements
(in-bound and out-bound). The engagements n'ere lvith South African Revenue Sertice
(SARS), Rvtanda Revenue Authoritl' (RRA), Ghana Revenue Authority' (GRA) and African
Tax Adnrinistration F-orunr (ATAF), Authorised Economic Operators - Uganda, TNIEA -

China, Busia OSBP, Tttr aJAF Countrl'Correspondents Meeting, Co-hosted the ATAF Tax tbr
Development Course uith KESRA; and I!l&C outn'ard benchmark to Netherlands Tax

Administration.

Corporate Social Responsibilitl- (CSR)

During the Financial Year. the CSR Polic-r' u'as revieu.ed to guide meastlrement of CSR

effectiverress. A totai oi :9 CSR actir.ities ancl 33 publicitl' cartrpaigns \\'ere undertaken to
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rlevelop and enhance the brand value of KRA. A total of 96g out of 4,853 KRA staff rvere

i nr,,lved in Corporate Social Responsibility' activities.

Prornoting innovation
'l'o better meet its customers' needs, KR \ set out to introduce nerv ideas, tvorkflou's,
rnetirodologies, sen,ices and products in pursuit of its core business revenue mobilization for
the Government. KRA embarked on an arnbitious strategy to institutionalize innovation
management, facilitate effective citizen participation, and to grow and innovate information
technology to support, enable and optimise business operations. In line with these
aspirations, Li.r'e Chats, Story za Ushuru Videos and USSD code campaigns r,r'ere conducted
among other sensitization campaigns.

Enhancing Integrity in Revenue Administration
KRA aspired to attain a "Zero-tolerance to Corruption" status by zor8 through a number of
interventions including constant rel'iew of internal controls to mitigate corruption and a

deliberate corporate effort to inculcate transparent, accountable and ethical culture amongst
staff and customers. During the financial year under review, the vetting unit was

operationalized, a draft lifestyle audit and background checks policy uas developed. In line
with this, a total of 4,286 staff and 4,893 stakeholders !\'ere sensitised on integrity, 2,073
staff sensitized on whistle blowing policy and 3z senior managers trained on corruption
related audits.

fluman Resource Revier,r'

Senior StaffChanges

Dr. Fred Mugambi Mwirigi was appointed on acting capacity as Head of Kenya School of
Revenue Administration (KESRA) rvith effect from 5tt' March 2018.

StaffCompliment as at 3oth June zor8

Department Count Percentase (%)
L Corporate Support Sen'ices 1.04i 21.5

2 Customs & Border Control t,s6z 32.2

3 Domestic Taxes Department r,554 32.O

4 Intelligence & Strategic Operation 77 r.6
5 Internal Audit Department 3r o.6
6 Investigation & Enforcement 776 3.6
7 Kenya School of Revenue Administration 54 1.1

8 Legal Services & Board Coordination 75 1.5

g Marketing & Communication 8B r.8
10 CG / Stratesic Operation Office 23 o..5

11 Strategy Innovation & R:sk Management 17o 3.s
TOTAI 4,853 1()().o

The staffnumbers rlo not include slwt term contract

.A
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Staff Motivational and Welfare Programs
In the financial year 2ot7/rB, KRA continued to implement various rvelfare activities that
include wellness programs, health talks, health hikes as well as alcohol and drug ab,use

prevention progrimi. The Authority also provided motivational benefits including
mortgages, car and laptop loans for staff.

Competency Development

I(RA facilitated delivery of 5r technical and cross cutting programs for 1,839 staff and 5o
Continuous Professional Development programmes for 296 staff. 3r7 staff attended phase

one training on leadership development (Discovering Leadership Effectiveness) and zz7
attended phase two of the same training (Leading at the Speed of Trust).

Automation of Human Resources Management Systems

KRA continued the process of automating Human Resource Dirision and functions
automated during the FY zotT/rB include;

. Organization Management;

. Leave Management;

. Pa)'roll;

. E-Recruitment and

. Medical Scheme Management.

Future Outlook

The Treasun' revenue target for the financial year zotB/r9 is KShs r.8r trillion, of n'hich KShs
r.Zz trillion (94.g"/") is Exchequer revenues and KShs 9e.9 billion (S.t%) being the agency
revenues that KRA collects. The Treasury target represents a gronth of. z6l% over the
revenue collection in FY zotT/t8 (KShs r.4 trillion). The revenue performance is expected to
be influenced b1' the improring operating economic enrironment and the continued
implementation of the Revenue Enhancement Initiatives (REI) programme.
During FY zor8/r9, Kenva's GDP is projected to expand bf' S.q %o from the estimated
performance of 5.o%o tnFY zor7l18. The zor8 i3udget Policy Statement indicates that this
gronth uill be supported mainll'by,'the implementation of "The Big Four" Agenda, sustained
investment in infrastructure, strong agricultural production due to impror-ed n'eather
conditions, buovant senice sector, continued recovery in tourism, increased investor and
consumer confidence, and macroeconomic stabiliqv. Inflation is expected to remain u'ithin
the Government's target range underpinned by' prudent monetary and fiscal policies,
favourable u'eather outlook, relativelr' lon'er international oil prices, and a stable exchange
rate. Thc interest rates are expected to remain lorv and stable over the rnedium term
supported bv improved liqtriditl'conditions, and the proposed fiscal consolidation.
FY zor8/r9 marks the beginning of the implernentation of the 7th Corporate Plan due to be

implenrented during the period the FYeorB/r9 to zozof zr. Our ovet'arching goal in the plan
period is 'Revenue mobilization through innovative use of the opportunities created b1' the
ielolms, change progl'amme and transformation that the Authorirv has undertaken during
the pii.st plans'. To this end, rve har.e identitied forrr strategic otttcomes in the corporate plan,
that is: enhanceci re\-er)ue through improved contpliance; intproved btrsiness climate rrith

25



KI:N YA REVENUE AUTHORITY ANNUAL REPORT AIVD FINANCIAL STATEMENTS AS

AT'.rtiNE 2018

respect to taxation and trading across borders; public confidence in the integritl', professional
competence and customer iocus of our staff; and being data and intelligence driven
organization.

Conclusion

In conclusion, I r.r,ould like to thank the Board of Directors, Management and Staff for their
support, hard rnork, and for embracing the Transformation Agenda that has enabled KRA to
effeltively discharge its mandate as the pre-eminent revenue collector for the Government of
Kenl,a. TLe staffs dedication and commitment to duty led to the revenue growth of 5.r% over

Yt zotT/r8. I also thank the National Treasury for according KRA the much needed goodwill
and strong support that facilitated revenue administration in a tranquil environment. [.astly,

I extend our-fratitude to all our valued taxpayers, partners and stakeholders for their
patriotism and unwavering support, without which KRA would not have achieved its strategic
goals during the financial year under review.

I am confident that together, and guided by the vision 'To Facilitate Kenya's Transformation
through Innovative, Professional and Customer-Focused, Tax Administration", KRA is

greater heights.

J. K. Njiraini, CBS
COMMISSIONER GENERAL

26



KENYA RE1IENUE AUTHORITYANNUAL REPORT AIYD FINANCIAL STATEMENTS AS

AT JUNE 2or8

CORPORATE GO\TERNANCE STATEMENT

Corporate governance is the structure and process used to direct and manage the business

affairs of the Authority to enhance prosperity, corporate performance and accounting. The

Board of Directors is the governing body of the Authority. It formulates policy and charts out

the road map for goal attainment, including plans of action.

The Board of Directors is responsible for the governance of the Authority and is accountable

to the Cabinet Secretary, National Treasury to ensure compliance with the Kenya Revenue

Authority Act, best practice and business ethics. The Directors attach great importance to the

need to conduct business and operations of the Authority with integrity, professionalism and

in accordance with generally accepted international corporate governance practice.

The Board's responsibilities are broadly set out in Section 6 (6) of the Kenya Revenue Act

CAP q6g of the Law's of Kenya, and include:

a) Revieu' and approval of the poliry of the Authorilv;
b) Monitoring of the performance of the Authority in carrf ing out its functions;and
c) Discipline and control of all members of staff of the Authoritl', appointed under the

Act.

Board Meetings

The Board meets on a monthly basis to revien' Management performance including revenue

collection, operational issues and future planning. The Directors are given appropriate and

timelf information to enable them maintain full and effective control over strategic, financial,

operational, revenue and compliance issues. All the Directors are independent of
Management and free from any business relationship that could materiallf interfere u'ith the

exercise of their independent judgment. The Board held sixteen (16) Nleetings during the

period under revietr'.

Board Committees

The Board had four (4) standing Comniittees during the 1'ear, rvhich met regularll'under the

Terms of Reference set out bv the Board.

Staff Committee (Norv Human Resources Committee)

The Committee is responsible for monitoring and appraising the performance of Senior
Management, rer-ieu'ing of human resource policies, approval of remuneration policv for
emplol'ees and making recommendations on Senior Nlanagement appointments to the
Board. J'he Comrnittee met quarterll'and its Members \r'ere:
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Prer-ious Membership
ilIr. Abdi Duale Reti
NIr. Evans Kakai Retire
[)r'. Rashid Ali (Retired)
NIs. M Ann Muthoni N u-Kimani

Support Services Committee (Now Finance, Administration and Procurement
Committee)

The Committee is responsible for review of the Authority's annual budget; Procurement and

Disposal Plans, and related policies, among others. The Committee met monthly and its
Members were:

Audit and Risk Committee

The Committee is responsible for review of audit reports, compliance with relevant lalvs,

procedure and standards, quality of financial reporting and oversight on internal control and

risk, among others. The Committee assists the Board in discharging its supervisory and good

corporate governance responsibilities. The Committee met quarterly and its Members lvere:

Strategy, Policy and Research Comrnittee (Norv Revenue, Strategy and
Technolory Committee)

The Committee is responsible for revierv of the Authority's strategic implementation of the

Corporate Plan and Reform Programme. It also serves as a forum to encourage continuous

research and revierv of tax policy proposals; regulatory framervork and revenue collection.

The Committee met quarterly and the Members lYere:

,)

Current Membership
I Ms. Susan Mudhune.
2 Mr. Leonard Ithau

Mr. Paul Icharia3
Mr. John K. Niirainr.4

Mr. John K. Niiraini

Previous Membership Current Membership
I Mr. Evans Ikkai (Retired). 1 Ms. Rose Waruhiu.
2. Dr. Rashid Ali (Retired) 2. Mr.
3 Mr. Abdi Duale (Retired). 3 Mr N ,u

4 Mr. Bernard Ndung'u 4 Mr. John K. N rralnt
5 Mr. John K. Niiraini.

Previous Membership Current Mernbership

1 Ms. Rose Waruhiu. 1. Mr. Mukesh Shah
o Ms. Constantine Kandie (Retired) 2 Ms. Rose Waruhiu
3 Mr. Paul Icharia 3 Ms. M Ann Muthoni u-Kimani.
4. Mr. Bernard Ndung'u. 4 Mr. Bernard N u
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Previous Membership Current Membership

1 Mr. Paul Icharia. I Mr. Leonard Ithau.
2. Mr. Evans Ihkai (Retired). 2. Mr. Mukesh Shah.

3 Ms. Rose Waruhiu. 3 Ms. Rose Waruhiu.
4 Dr. Rashid Ali (Retired) 4 Ms. Susan Mudhune.
5 Ms. MaryAnn Muthoni Niau-Kimani. 5 Mr. Paul Icharia
6 Mr. Bernard Ndung'u. 6 Ms. Mary Ann Muthoni Njau-Kimani.
7 Mr. John K. Njiraini 7 Mr. Bernard Ndung'u.

8 Mr. John K. Niiraini.

Board ofTtsustees

The Authority has a Staff Pension Scheme which is supervised, managed and administered by

a Board of Trustees. The Authority, as sponsor of the Scheme, is represented by the following

Board Members:

Previous I(RA
Representation

Board I(RA Board Representation after
Reconstitution of the Board

1 Ms. Constantine Kandie (Retired). 1 Mr. Paul Icharia
2 Mr. Evans Kakai (Retired) 2 Mr. Charles Omanga

3 Mr. Paul lcharia (Retired) 3 Ms. Susan Mudhune
4 Mr. John K. Niirainr 4. Mr. John K. Njiraini.
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REPUBLIC OF KENYA

Telephone: +254 -20 -3 42330
Fax: +254-20-311482

E-Mail: oag@oagkenya. go.ke

Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GBNERAL
REPORT OF THE AUDITOR.GENERAL ON FINANCIAL STATEMENTS OF KENYA
REVENUE AUTHORITY FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS FOR KENYA REVENUE AUTHORITY

I have audited the accompanying financial statements as set out on pages 30 to 55, which
comprise the statement of financial performance, statement of financial position as at
30 June 2018, and the statement of changes in Net Assets, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended
30 June 2018, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 35 of the Public Audit Act, 2015. 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

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Revenue Authority as at 30 June 2018, and (of) its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Accrual Basis) and comply with the Kenya Revenue Authority Act.

Basis for Unqualified Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kenya Revenue Authority in accordance with
ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with
the ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. I believe that the audit evidence I have obtained is sufficient
and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. These matters were addressed in the
context of the audit of the financial statement as a whole, and in forming my opinion thereon,
and I do not provide a separate opinion on these matters. For each matter there were no
key audit matters to report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the matters described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else

nunc'iul Stutcment.\ ofKenyu Revenue Authority./ir the yeur ended 30.June 2018
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has come to my attention to cause me to believe that public resources have not been applied
lavufully and in an effective way.

Basis for Conclusion

1. Work in Progress included in Property, Plant and Equipment Balance

The Board of Directors approved revaluations of property, plants and equipment to
Kshs.26,738,586,890. lncluded in the revaluation is work in progress assets amounting to
Kshs.2,121,778,000 out of the total work in progress of Kshs.10,171,869,000 reflected at
note 8 (iv). The work in progress of Kshs.2,121,778,000 inclusion was not supported with
certificates of completion and capitalization of works.

Similarly, Note 8. (iv) of the financial statements reflects Work in Progress closing balance
of Kshs.10,171,869,000 that includes work in progress closing balance totalling
Kshs.3,877,052,000 relating to costs of One Stop Border Posts. However, the Authority has
not submitted either interim or final certificate of works and certificate of completion for audit
verification.

2. Failure to Adhere to the Employment Act Section 19(3)

Sec 19(3) of the employment Act requires that an employees' salary take home must not fall
below a third (1/3) of the basic salary. However, audit review of the Authority's payroll for
the period July 2017 to January 2018 reflect instances where employees' drew salary falling
below a third of their basic salary. This is a contravenes Section 19(3) of the Employment
Act,2007

The audit was conducted in accordance with ISSA| 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance about
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities that govern them.

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

basis for my conclusion.

REPORT ON EFFECTIVENESS OF ]NTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1)(a)of the PublicAuditAct,20l5, exceptforthe matters described
in the Basis for Unqualified Opinion and Basis for Conclusions on Lawfulness and
Effectiveness in Use of Public Resources and Effectiveness of lnternal Controls, Risk
Management and Governance sections of my report, I confirm that nothing else has come
to my attention to cause me to believe that internal controls, risk management and
governance were not effective.

Reporl o/'!he,4utlitot-Generul tsn lhc Finunc'iul Stulements ol'Kanvu Rcventte .4uthority.fir thc yeur anded 30,lune 20 l8
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Basis for Conclusion

Fencing of Land without Title

The Authority acquired land in Northern region through allocation vide Kenya Gazette
notices and awarded tenders during the year under review for the purposes of securing the
following parcels of land:

i. Fencing Elwak site 30 acres at a total cost of Kshs.16,004,640
ii. Fencing Gerille site 280 metres long at a total cost of Kshs.3,998,400
iii. Fencing Amuma 750 metres long at a total cost of Kshs.7,746,000
iv. Fencing Diffu covering 635 metres long at a total cost of Kshs.5,928,980 and
v. Hulugho site at a total cost of Kshs.4,544,350

Our audit review established that the Authority paid Kshs.12,290,250 for the fencing of
Amuma and Hulugho sites without having obtained ownership documents either from
Ministry of Lands and Physical Planning, legal documents from County Governments or any
written agreements from the transferor communities.

ln the absence of documentation of proof of ownership, the Authority could stand to lose the
amounts of Kshs.12,290,250 already spent if ownership documents are not obtained.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects.

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

basis for my conclusion.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with lnternational Public Sector Accounting Standards (Accrual

Basis) and for maintaining effective internal control as management determines is necessary

to enable the preparation of financial statements that are free from material misstatement,

whether due to fraud or error and for its assessment of the effectiveness of internal control,

risk management and governance.

ln preparing the financial statements, management is responsible for assessing the ability
to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the National Government either
intends to liquidate or to cease operations, or have no realistic alternative but to do so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the

Report tt'the Auditot-General on the Finuncial Stutcnrents ol'Keny'a Revenue Authorit)' /br the lteur endecl 30 .lttne 20l8
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activities, financial transactions and information reflected in the financial statements are in
compliance with the authorities which govern them, and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems are
in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Au d itor-General's Responsi bi I ities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement and weakness when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financialtransactions and information reflected in the financial statements are in compliance
with the authorities that govern them and that public resources are applied in an effective
way, in accordance with the provisions of Article 229(6) of the Constitution and submit the
audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness of
internal controls, risk management and governance processes and systems in accordance
with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit the audit
report in compliance with Article 229(7) of the Constitution. My consideration of the internal
controlwould not necessarily disclose allmatters in the internalcontrolthat might be material
weaknesses under the lSSAls. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions.

Because of its inherent limitations, internal control may not prevent or detect misstatements
and instances of non-compliance. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies and procedures
may deteriorate.

Report of'thc Auditot'-General on lhe Finuncial Stutements of'Kenyu Reverurc Authoritv fir the yeur endecl 30.lune 20lll
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As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
and maintain professional skepticism throughout the audit. I also:

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control;

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management;

. Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Authority's
ability to continue as a going concern or to sustain its services. lf I conclude that a

material uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to the
date of my audit report. However, future events or conditions may cause the Authority to
cease to continue as a going concern or to sustain its services;

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation;

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of Kenya Revenue Authority to express an opinion on the financial
statements;

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in

internal control that are identified during the audit.

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, re safeguards.

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

Nairobi

10 April 2019
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RTiPORT OF THE BOARD DIRECIORS

The Directors submit their report together with the audited financial statements for the.""ear

ended June, ZOIB which shovv the state of Ken1,a Revenue Authoritlrs affairs.

Principal activities

The principal activities of the Authority continue to be assessment and collection of revenue,

administration, enforcement of laws relating to and accounting for revenue collected under

the relevant Acts.

Results

The results of the Authority for the year ended June, 2ot8 are set out on pages 3zto 66

Directors

The Members of the Board who served during the year are shown on page 4 to 10

Autitors

The Auditor General is responsible for the statutory audit of the entity in accordance with

Article zzg of the Constitution of Kenya and the PublicAuditAct 2015.

By Order of the Board

Board

Date: zorp
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STATEM ENT OF DIRECTORS' RESPONSI BILITES

Section 8r of the Public Finance Management Act, zorz and the Kenya Revenue Authority Act

require the Directors to prepare financial statements in respect of the Authority, which give a true

and fair view of the state of affairs of the Authority at the end of the financial year and the

operating results of the Authority for that year. The Directors are also required to ensure that the

Authority keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Authority. The Directors are also responsible for safeguarding the assets of the

Authority.

The Directors are responsible for the preparation and presentation of the Authority's financial

statements, which grve a true and fair view of the state of affairs of the Authority for and as at the

end of the financial year ended on June 3o, zor8. This responsibility includes: (i) maintaining
adequate financial management arrangentents and ensuring that these continue to be effective

throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity; (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the

financial statements, and ensuring that thel,are free from material misstatements, whether due

to error or fraud; (iv) safeguarding the assets of the Authority; (v) selecting and applying

appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the

circumstances.

The Directors accept responsibilitv for the Authoritv's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent judgements

and estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and

in the manner required by the PFM Act, zorz and The KRA Act. The Directors are of the opinion
that the Authoritl,'s financial statements give a true and fair riew of the state of Authoritv's
transactions during the financial 1'ear ended June 30, 2ot8, and of the Authority's financial

position as at that date. The Directors further confirm the completeness of the accounting records

maintained for the Authorig, rvhich have been relied upon in the preparation of the Authority's
financial statements as u'ell as the adequacl' of the sy'stems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain a

going concern for at least the next trvelve months from the date of this statement.

Approval of the financial statcments

The Authoritl"s financial staten-rcnts u'cre approved bi' the Board on
ti, Edoo*o

zorp and ts behalf br

J. K. NJIRAINI, CBS
COMMISSIONER GENERAI,

AMB. DR. FRANCIS K. MUTHAURA, MBS, EGH
CIIAIRMAN
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STATEMENT OF FINAIYCIAL PERFORMANCE
FOR THE YEAR ENDED go JUNE 2or8

NOTE
REVENI.JE

Revenue from non- exchange transactions

zorT/zor8

Kshs'ooo

zot6/zor7
Restated

Kshs'ooo

15,458,oo9
r,785,534

564,529
585,147

324,635 l96,663

t7,65t,754
4847,oo3
348,8o4
558,682

2o,79o,878 r8,589r882

Deferred grant income amortisation
Revenue from exchange transactions
Agency Income
Commissions Income
lnterest Income
Other Income

TOTAL REVEI\IUE

EXPENDITURE

Administrative E:rpenses
Operating Expenses
Maintenance Expenses

TOTAL EXPEhIDITURE

D

3
+(a)

4G)

5
6
7

t9,54t,768
t,z6z,468

3L8,937

r7,888,325
t,to6,777

287,9t7

Other gains/Qosses)

Gain / (Loss) on sale of assets

DEFICIT FORTHE YEAR

The notes set out hereto form an integral part of the Financial Statements

2t,t23,t7T r9.z83,oro

(gzg) 3,561

2.6r8) (68s.sz6)
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KEI{YA REYENUE AUTH ORITY

STATEMENT OF FINATICIAL POSITION
AS AT3oJUNE zor8

NOTE
Assets
Current Assets

Cash and Bank Balances
Stocls
Receivables

Non-Current Assets
Property, Plant & Equipment
Intangible Assets
Amount due from Treasury
Security Deposits

Total Assets

Liabilities
Cunent Liabilities
Payables
kave Pay and GratuiS'Prorision
Deferred Income Amortisation

Non Current Liabilities
Contribution to Gort Pension Fund
Designated Fund

t7
r8

Total Liabilities

Net Assets

Capital grants by the Treasury
Deferred Grants Income
Accumulated Fund
Revaluation Resen'e

Total net assets and liabilities

The financial statements set out herein rvere signed on behalfofthe

J. K. Njlraini, CBS
Commissioner General

zorT/zot8

IGhs'ooo

7,892,677
t26,635
6q8.su

8-5E7.82"

zo16/zot7
Restated
Kshs'ooo

6,752,o42
12O,898
552,7ilq

z.azs.6go

r3
t4
lo

8
9
ll
12

33,569,o59
4,256

t,295,877
2,434,671

37,3()3.863

3r,23o,635
12,437

3,444,499
2."86.122

tz.otz.6ql

45,96t,686

15
t6
24

z,4or,613
r,968,r98

qza-6'tc

4,694,446

r,88r,643
r,538,o33

177.759

3,597,435

7,324
36,784

aa,ro8

4,738,554

24,29o
62,248

86.sr8

3,683,973

4t,223,132 4o,8r5,4ro

r9
24

t7,3o9,41o
3,266,o72
3,o65,50r
v.q&ztag

t6,996,4ro
2,5r8,434
3,458,rr9

17,842,442

41,223,132 15.4rO

6

Directors b1';

44,499;383

E.K. Muchai
Head of Finance - ICPAK Member No. z7z8

r\.\lB. DR. Francis K. lluthaura, )lBS , EGII
Chairmiin

'fhe Dotes set out hereto lblrn an integrai part of thet Financial Statements
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KENYA RE\rEIiIT.rf, AUT}IORITY

STATEMENTOF CIIANGES rN EQUTTy
AS AT 3() JUNE 2or7

Not.

Year ended 30 June 2or7
At r July 2016 - as prcviously

17,595,182 4.8o4,6tt

Prior 1'ear adjustments 27 0,zzq,77z) 1,30,6,857 (6s6,9r6) 260,297 (ir4,534)

As o rr3o6,E57
r,585,999

4'359'89r
626,ooo

Cepit.l Grents
byTtcrsutf

Shs'ooo

16,996,41o

313,ooo

Defcrred Grant
Incomc

Shs'ooo

(rg6,663)
(rn,zsg)

2,S18,434
tr2l9rl49

Accrrmmuletcd
Fmd

Shs'ooo

3,458,u9

(gge,6r8)

R.cveluadon
Ilcscrc

Shs'ooo

4,o99,594

13,742,853
(26o,297)

17,u2,447

(26o,297)

Total

Shs'ooo

*A99,,387

''21t,999*7*,85i3
(456,95o)
Irn,zsg)

4or8r5r4ro
rr532r149
Gge,6r8)
G8+ses)
ft26-82<)

Contribution for the lear
Increase in revaluation
Charge for the year
Current portion ofdeferred income
Restated Deficit for the Year

30 June 2or7 - rcstatcd
Year cnded 3o Junc zorS
At r July zorT - restated
Contribution for the year
Surplus for the year
Charge for the year
Current portion ofdeferred income
At 30 Junc 2018

27

bz+,63s)
(ra6-8zc)

17-?OO-rl() q-qfftcvzq e-o6E-rol rro irl^22aJa2

)
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KENYA RJSVENUE AUTHORITY

STATEMENTOFCASH FLO\/VS
FOR T}If, YEAR ENDED 30 JUNE 2018

CASH FII)WS FROM OPERATING ACTTVITIES

(Deficit) / Surpltrs for the year

Non- cash movements

Depreciation

Amortisation of Intangible Assets

Increasee in Amortisation of Deferred Income

Revaluation ofAssets

I-oss / (Gain) on disposal ofAssets

Increase in Security Deposits

Increase in Stocks

Increase in Debtors and receivables

Decrease in Creditors and payables

Net cash flows from operating activities

CASH TLOWS FROM II{VESTING ACTTVITIES

Purchase of Propcrtl,, Plant & Equipment

Purchase of Intangible Assets

Proceeds from sale of Properq', Plant & Equipment

Net cash florvs from investing ac*ivities

CASH FLOWS FROM FINANCING ACTTYITIES

Increase in Contribution bl the Treasu4'& Donors

Decrease in designated Funds

Net cash flow's from financing activities

NET (DECREASE) / INCREASE IN CAS}I AND CASH EQUTVALENTS

Cash and cash equivalents at 1 Jul)'

CASII AND CASII EQUTI'ALEN'I'S r\l'3tl JLNE

Tire notes sct out hcreto lirrtn an integrai part tll'thc F'inanciai Statements

3'436,5oo (2,5r5,2

8 (3,33c,2so)

NOTE

12

25

I

9

19

r8

zorTfzorS

Kshs'ooo

(392,6r8)

73r,996

8,r8r

u6,826

323

(+B,sqs)

G,zsz)

z,062,859

933,169

3,21O

Gff;oa")

2ot6/2017
Restated

Kshs'ooo

(689,s26)

39,222

8,181

95,674

(s,s6r)

(sz,Sz6)

(rzo,B98)

(tBs9s67)

Qsz,z6q)

(2,555,r89)

(tz,z68)

6,036

t4

(z,56r,gzt)

1,o6o,639 t,9t9,66t

(zs,c6q) 1qz,zot)

t,776,960

r, rao,6:ls (3,3oo,r76)

6,752,o42 1O,052,218

1,035,175
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s'I ,\ AND ACTU,{L

I ORIGINAI-
RUDGLT

KSIIS'ooo

ADJLISTMENTS
ADDIfiONS
K.SHS'ooo

FINAI-
BI.IDIGET

20t'i/2018
K.SHS'ooo

ACTUAL
COMPARABLE BASIS

2Ot?/20t8
KSHS'ooo

PERFORMANCE
DItsFERENCE

20t7/20t8
K.SHS'ooo

rNcoltFl
l s.4s7.:t l8 2 lor 4a6 r?.6i 1.754 ra 6qr 74

( rl i r-1{.167 r.47:.t,i6() i 10.8q'l

Salc r,ITarnrrcr- t2-q27 r2.934 Jo"
Petrohum f)eveiopment lew d<-o8o 4S.980 7 -176 (aB tto!"
NTSA Ae encv Cormlssion 2< 060 2S.q60 o.880 f r6 o7r'l

fhrnmPnl Prmpssine Fes 28.86o 28.86o 42,lOO t't.240

Interesl income ao8.8?8 ao8-818 ?48.804 ( r<o.o?r

la a20 ta i20 rq-42'7 (2 oo1

a2 aoh 22.Aq6 aa-a2a

Prrhlic t a.770 a.'no :1,972 202

INtitutional houses - renl lla-a10 rld J10 116.4()8 2r-o6{

Revenue 02 600 02 600 o6.6oo 40m
Susar hw o.8<? onv
Air Pasqpncer.Sen'ice chilge ,<A 1an 2q8.740 2o8-28o

rF-qRA ln.nm. do8-ooo 270,raa (ft7.8e,

MioelLnpanc Inrame ta-m'l ta-aoa ll.oot (c-8o,

A2 OA1 18.r66 (r.882)

OTIIF-R AIA ,R <ao 48.S40 u-8d6 r a aror)

pfered Income Arnortisation a2a.62<
2-10A-4a6 20-6rq.2t 2().7ao,1{5 l, tro ln)

STAFF COSTS:
Ba-sic oav o ol2 212 loc.2()1 ro.587.ro4 ro.a20-a2a

fhh.r AlloMnce-s a-'7ta.l5l a-7r8.rc6 4.508.919 20a-2a1?

Total Stafr Seleries rnd Allos'anc€s u-6%-a68 1aq.2()a a<-?o<-260 1A.qat.i44 e56-or6

rlPF-R ATIONAI, F-mcnset :

staffwelfare FJ(DeDses 7()-loo 20,486 70-701 6o.238 ro-a6s

6?8-2qr 7S8 20" 87?.q36 (8<.zo)
20.ooo rRl 2oo lll.4qq ro ?ol

Ilnifom & taundn ?r.8(1 11.Or3 <6-2T 6

Tmvel &Accomodation qoq.i6i 70q.o{1 592,430 r 12.61:t

Utilitis Exmms ?o 600 aca-'67 436.q6q r7.?o8

!2< qro 11< 121 ra6.64.) (ro 028)

ot6r Runnin! 6{.doo 10a.45 r 2o8.1oo 10t 2<t

olor tbat n
"lR 

re6 21.6?q r4.706

.{eanner Emcn*,s r8.0rq ?o o.70q r57,493 211-216

Reots& Rats 101 000 <-r 164 fus.4s2
a20 0q1 qs.ooo aoo v! q9t.t7'7 208-207

omDtrter ExmE6 "( 
o88 r24.tl6r rrr 86r

Seflrritv F-mensps q78.21() qo ooo a6r.867 424-A7tl

IEurance ExD€86 a11.666 21 2RA ?<_<10 68,260 7.270

78 or8 16q ?2o 146,628 r8-6o2

rnamn Educalion << ooo I 40.ooo ro< or R 6q. I r2 10 0a<

}rnsrrltrnd <a o8o 7.OO? 223.OqS 1(O.OO8 6a tA1

Serretarial FrDenses 4 2. O6r 67-o6o 2< 8oo)

8i !l?7 100. ro? 5r.q52 ? l.?'l'l 20 2lo

RrnL Cherues q?.o80 6o.1o6 62-n7 2 i2r)

Corc' and review conf exp r81.7q r52.17g

60- r2i aoo 16c 2r7,6(]2 22.<6a

rol 072 a".ooo ^6 
12r r6.8q4 ?o.828

rn-srmable )'t1 1rO 41-q 17 22 '1Aa 21 2l?

Mrrpzielc & Srrnnlic,< Frm[se-s aR nral

Enforcement EXD€N6 21.21\ l3o.8c8 aa.6ca ro2.2()s

J.aoo 11.6?8 6,rs4
ad 22t 2().()00 74/o.r77 bto.t71

-t rm 481 r-2"8.2q5 lS roo ra2 6.r8r.sao au-ao1

ToTAL Rccment ExD€nsB r8.rq7.orq r -tn-ta7 2t.8()1.1q2 2t-r2a-t7l

DF.FECIT FOI' THE PERIOD (roo-2or) 720.CO8 {r-r6r-r66) (:rq2.6 t8) (d)

NOTFS

Notes:
G) I*r*u.. in op"rational incomes is atlrihutable to deffered income amorlised, KLSRA incoute and Rodd MainterrDnce kvi*.
Th"r" -"a " 

reduction of interst i!come due to capping of inlerqst rate.s aDd less deposits hcld $ith cor]Wercial banks.

(b) The variance in staff costs is due 1, r pg;fonr rrnce bonu-s budEeled but not Paid

t c ) The burtget iocluded roll over funding fronr the previous financial )'ear for peDdins bills rclated to scatrners,

enforcemeot expenses and compuler sohh'are

(d) The adjustmcnts to the budget are <iuc to add.itional nrnding lrom the National Treasu4'



I(EI{YA REVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATEMENTS
ASATJUNE zorS

NOTES TO THE FINANCIAL STATEMENTS

1. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their estimated
recoverable amounts and actuarially determined liabilities at their present value. The preparatio_n

of financial statements in conformity with International Public Sector Accounting Standards
(IPSAS) allows the use of estimates and assumptions. It also requires management to exercise
judgement in the process of applying the entity's accounting policies. The areas involving a higher
i"gi"" of judgemtnt or complexity, or where assumptions and estimates are significant to the
financial statements, are disclosed in Note r (o)'
The financial statements have been prepared and presented in Kenya Shillings which is the
functional and reporting currency of the Authority and all values are rounded to the nearest

thousand (Kshs. ooo).

The financial statements have been prepared in accordance with the PFM Act, the Kenya Revenue

Authority Act and International Public Sector Accounting Standards (IPSAS). The accounting
policies adopted have been consistently applied to all the years presented.

ADOPTION OF NEWAND RE\rISED STANDARDS

i. Relevant new standards and amendments to published standards effective
for the year ended 3o June zorS

Standard Impact

(Effective for annual periods beginning on or January t,
zorT)
In January zor5, the IPSASB published IPSAS 33, First-time
Adoption of Accrual Basis IPSASs. IPSAS 33 grants transitional
exemptions to entities adopting accrual basis IPSASs lbr the first
time, pror.iding a major tool to help entities along thcir journey to

implement IPSASs. It allou's first-time adopters three )'ears to
recognize specified assets and liabilities. This provision allorvs

strfficient time to develop reliable models for recognizing and

measuring assets and liabilities during the transition period.

The AuthoriS, adopted IPSAS in the 1'ear ended 30 June zor4 and

therefore pror"isions of first time adoption of accrual basis does

not appll'to the Authorir-v".

IPSAS 33: First
time adoption of
Accrual Basis

IPSAS



KI NY.\ REVENUE AUTHORITY AT\TiUAL REPORT AND FINANCIAL STATEI'VIE,NTS

,\S ..\1'.ILINE zorS

,\ I)OPTION OF NE\M AND REVISED STA^IDARDS (Continued)

u. Nen' and amended standards and interpretations in issue but not yet
effective in thc year ended 3o June zor8

Standard Effective date and impact:
IPSAS 4o: Public
Sector
Combinations

Applicable: rst January 2otgz
The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly
with IFRS 3(applicable to acquisitions only) Business

combinations and combinations arising from non exchange

transactions which are covered purely under Public Sector

combinations as amalgamations.

iii. Early adoption of standards

The Authority did not early - adopt any new or amended standards in year zor8.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Revenue Recognition

i) Agency Income
In accordance rvith the Kenya Revenue Authority Act CAP 469, income to the
Authority is "such amounts not exceedin g z%" as may be determined by the Minister
each financial year" of the total estimated revenue to be collected by the Authority on
behalf of the Exchequer. In addition, the Authority is entitled to a Bonus of 3% of the
surplus revenue collected above the estimates and also earns income from other
activities. Agencl' Income is recognised

ii) Revenue from exchange transactions

Finance Reuenue
Finance revenue comprises interest receivable on fixed and security deposits. The
revenue is recognised as it accrues in using the effective yield method. Interest
income is derived from short term placements held in approved commercial banks.

Rental income
Rental income is recognised on a straight line basis over the lease term.

Commission reuenue
Commission income comprises agency fees charged on collections made on behalf of
other regulatory bodies.

Other operattng incorne
Other income is recognised rthen significant risks and rewards of onnership are
transferred to the recipient and the amounts of revenue can be reliably measured.

l8



KENIYA REVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATEMENTS
ASATJUNE zorS

(b)Development funding and capital grants by the Treasury
Grants by the Treasury in form of assets or funding for acquisition of major assets or
development projects are recognized as a financing reserve when received. No repayment
of the financing is expected by the Authority.

(c)Property, Plant and Equipment
All categories of property, plant and equipment are stated at cost or valuation less
accumulated depreciation and annual impairment losses. Depreciation is calculated to
write off the cost or valuation of each asset to its residual value where applicable, over the
expected useful life of the asset in equal instalments. A full year's depreciation is charged
in the year of purchase but no charge is made in the year of disposal.
The estimated useful life is as follows: -
Plant&Machinery 8years
Equipment/Furniture/Fittings 8 years
Boats B years
Motor Vehicles 5 years (with a ro%o residual value)
Computers 3 years
Computer Software 3 Years
Buildings 40 years
Leasehold land Over the remaining lease period

. Gains or losses on property, plant and equipment are determined by reference to their
carrying value and are taken into account in determining the surplus / (deficit) for the
year.

(d)Intangible Assets
Intangible assets consist of various computer softu'are systems purchased for use by the
Authority. The Authority recognises Intangible Assets acquired separately at cost less
accumulated amortisation. Amortisation is charged on a straight-line basis over their
useful lives as estimated by management from time to time.

(e) Cash and Cash equivalents
For purposes of the cash florv statement, cash and cash equivalents comprise cash in hand
and short-term deposits held with banks.

(O Translation of foreign currencies
Transactions in foreign currencies during the year are converted into Kenya Shillings at
rates ruling at the transaction dates. Assets and liabilities at the balance sheet date, which
are expressed in foreign currencies, are translated into Kenl'a Shillings at the rate ruling
on that date. The resulting foreign exchange gains and losses are recognized on a net
basis, differences are dealt with in the income and expenditure statement in the financial
year in rvhich thel'arise.

(g) Employee Lrenefits costs
(i) Retirement benefit obligations

The Authoritl'operates an h1'brid pension scheme rvith a defined contribution plan for the
permanent ancl pensionable emplol'ees. Pa1'ments to the scheme b1' the Authoriq' are
recognised as an expense when employecs har,e rendered sen'icc entitling thern to the
contributions. 'fhe scheme is funded by contributions from both the entitl,' and the
enrployee.s. the entitl'and all emplol'ees also contribute to the National Social Securiqv
F'und, rvhich is a detined contribution scheme.

ii) Other entitlements

I..rnp)ovecs'entitlenrcnts to iulnuol k'ave are rccogniscd rvhen thel'accnle to enrplol'ees. A
provision is rnaclc 1'or thc estirnate tl lilrbiiit.r lol outstanriing car c ut the lcpolting datc.

-i9
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(h)Inventories
Inventories are stated at the lower of cost and net realisable valtte. I'he cost of inl'entories
comprises purchase price, import dnties, transportation and handing charges, and is
deteiminedon the rveighted average price. Inventories are recognized as an expense rfhcn
dcplol'ed for gtiiization o. 

"orrs,,*ption 
in the ordinary collrse of opcrations of the Entitl'.

(i) Receivables
Receivables are stated at their nominal value as reduced by appropriate allowances for
estimated irrecoverable amounts. Objective evidence of impairment of the receivables is

when there is significant financial difficulty of the counter party or whenthere is a default

or delinquer"y i".r payment according to igreed terms. When a receivable is considered
uncollectible ii is wriiten off. Subsequent recoveries of amounts previously written off are

credited in the Statement of Financial Performance. Changes in the carrying amount of
the allorvance account are recognized in the Statement of Financial Performance.

Q) Payables-- trade payables are obligations to pay for goods or services that have been acquired in the
ordinary-course of business from suppliers. Accounts payable are classified as current
liabilities if payment is due within one y"ur or less (or in the normal operating cycle of the

business if longer), otherwise they are presented as non-current liabilities.
Trade payablJs ur" r""ognized initially at the transaction price and subsequently
measured'at amortized cost using the effective interest method.

(k)Provisions
Provisions for liabilities are recognised rvhen there is a present obligation (legal or
constructive) resulting from a past event, and it is probable that an outflow of economic
resources will be reqriired to settle the obligation and a reliable estimate can be made of
the monetary value of the obligation.

(l) Budget information
The annual budget is prepared on Activity
expenditure associated to the same.

basis, that is, activities are identified and costs and

(m)Nature and Purpose of Reserves- 
The Authority "."it"" and maintains reserves in terms of specific requirements' The

Authority has created Capital Grants from the National Treasury reserves to represent the

Nationa[Treasury's input by directly funding capital development for the Authority.
The Revaluation reserves represent the lurplus arising from the revaluation of the

Authority's Propert-v-, Plant and Equipment.

(n)Related Parties
The Authoriq, regards a related parlv as a person or an entitl'with the abilitl'-to exert control
individualll'or jointly, or to exercise significant influence over the Entity, or vice versa.

(o)Critical Accounting Estimates and Judgements in applying the Authoriqv'
accounting policies

In the process of applling the entitl"s accounting poiicies, management has made estimates

and assurr.rptions t'hai afflct the reported amounts of assets and liabilitics uithin the next

financial plriod. Estimates antl judgments are continuallv evalu-ated and are based on

historicai experience and other factors, including expectations of tuture events that are

believed to be reasonable under the circumstances. 'fhese erre dealt rvith belorv:

.10
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Critical accounting judgments in applying the Authority's policies

Impairmenf losses
At each reporting date, the entity reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss. Where it is not
possible to estimate the recoverable amount of an individual asset, the entity estimates the
recoverable amount of the cash generating unit to which the asset belongs.

Plant and equipment
Property and equipment is depreciated over its useful life taking into account residual
values, where appropriate. The actual lives ofthe assets and residual values are assessed at
the reporting date and may vary depending on a number of factors. In reassessing asset
lives, factors such as technological innovation, product life cycles and maintenance
programmes are taken into account. Residual value assessments consider issues such as
future market conditions, the remaining life of the asset and projected disposal values.

Contin g ent liabiliti e s
The directors evaluate the status of an1, exposures on a regular basis to assess the
probability of the entity incurring related liabilities. Hovr'ever,'provisions are onl1, made in
the financial statements where, based on the directors' evaluation, a present obligation
has been established.

2. REVENUE FROM NON EXCHANGE TRANSACTIONS

Amortisation of grants deferred Income 324,63s 196,663
324,635 rg6,663

Deferred incomes are the inflorvs of economic benefits or services received/receivable
from assets donated to the Authoritv.

3. REVENUE FROM EXCI{ANGE TRANSACTIONS

zor,7/zor8
Kshs'ooo

zo16/zor7
Kshs'ooo

zot6lzorT
Kshs'ooo
r5,458,oo9

zorTf zorS
Kshs'ooo
t2,65t,754Agency Income

t7,6St,Z54 r.5,458,oo9

1'he Agencl' Income is provided for in accordance *'ith the pro'iisions of the Kenya
Revenue Authoritl'Act CAP 469 Section r6.

.ll
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4. REVENUE FROM EXCHANGE TRANSACTIONS
o. Commissions Income

Road Maintainance lrvy Commission
Aviation Revenue Commission
Air Passenger Service Charge Commission
KEBS Agency Income
Insurance Deductions Commission
National Transport & Safety Authority Commission
Import Dedaration Fees

Petroleum Development levy

b. Other Incomes

Sale of Tamperproof Seals
Public Overtime
Document Processing Fees
Staff Housing Rental Income
Property Rental Income
KESRA Incomes
OtherAIA
Miscellaneous Income *'

Salaries & Allowances

Medical Expenses

Provision for Staffkave
Provision for Staff Contract Gratuity

zorT/zor8
Kshs'ooo

t,473360
96,6o9

zo8,z8o

9,857
3,6n
9,889

7,176
c8.rc6

zot6f zorT
Kshs'ooo

r,348,915

97,O8r
z66,zo8

11,983

4,390
t2,7Ol

9,4ro
34,846

1,Saz.oot 1,785,534

zorT/zot8
Kshs'ooo

12,934

3,972
42,tOO

136,4o8

34,324
27o,t33
34,846
eq.q6c

zo16/zor7
Kshs'ooo

9,260
3,oO4

22,436
r37,938
3o,96r

3ro,o46
28,o53
43,449

**MiscelIaneousincomeconsistsofincomefromsaleor.".,aaa*,@.^rriG;ffi
cards, PSV Badges, training school activities, road transit toll collections and gains on
foreign exchange.

5. ADMINISTRATI1aE COSTS
a. Staff and Employee Costs

2ot7l2ot8
IGhs'ooo

t4,827,O75
879,996
1OO,143

1r,125

2ot6f 2or7
Kshs'ooo

13,509,829

72B,OOO

126,146

122.794

L5.812,279 14,486,769

{-
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b. Other Administratiue Costs

Travelling & Accomodation
Utilities
StaffWelfare
Printing & Stationery
Consultancy
Computer Expenses

Training
Office Running Expenses

Insurances
Board Expenses
Entertainment
Consumable Stores

Security Expenses

Depreciation Charge

Amortisation of Intangible Assets

Directors'fees
Sitting Allorvances
Accomodation & Travel Expenses

(i)

zorTlzorS
IGhs'ooo

592,430
436,969
6o,238
15,894

159,908

591,477
r31,499
zV,6o3
68,26o

3r,733
152,r79

47,653
423,470
731,996

8,t8r

zo16lzorT
Kshs'ooo

985,268

354,58r
55,393

4o,248
r84,569

536,o66
3oo,679
256,4t9
69,t78
21,223

r8o,369
t6,472

423,576

39,222
8,r8r

3,729,49o 3,47r,443
Inventory Write-back
TOTAL ADMINI STRATTVE COSTS

(6g,8BZ)

-r9,54rJ68

r7,888,32s

*The Inventory Write-back relates inventory for prior years earlier expensed and now
capitalised after change in the policy on inventories.

i. Board Expenses

+

zorTlzorS
Kshs'ooo

9,429
9,539

t2,766

zol^6/zor7
Kshs'ooo

8,749
to,t6o
2,3r4

3r,733 211223

-l -'l
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6. OPERATING E}PENSES

Rent & Rates

Taxpayer Education

Motor Running Expenses

Advertising & Public Relations

Secretarial Expenses

Uniforms & Iaundry
Bank Charges

Containers & Sealing Expenses

Iaboratory Expenses

7. MAINTENANCEEXPENSES

Building Repair & Maintenance

Scanner Maintenance
Motor Boat Fxpenses

(a) Scanner expenses

Annual Maintenance Contract
Routine Maintenance Expenses

zorTlzorS
Kshs'ooo

649,4s2
65,rrz

zo8,r9g
t46,6z8
67,96o

56,236
62,727

6.1s4

t12621468

zorTlzorB
IGhs'ooo

146,649
r57,493

14,795
r8.ssz

zorTf zor8
Kshs'ooo

141,97r
15,52r

tia'z.49?

zo16lzorT
Kshs'ooo

356,o69
16o,435

r56,o6o
275,224

38,227
33,567

763r5
r4

ro.86s
trto6rTV

(a)

zo16fzorT
IGhs'ooo

r98,3r6

74,354
t5,246

zSt.qrl

zor6/zor7
Kshs'ooo

72,420
t,934

'7L.?54

l4



KEI{YA REVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATEITIENTS
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8.
(i)

PROPERTY, PI-ANT AND EQUIPMENT.

VAIUATION
r July zotT
Additions

LAND
BUILDING

XSHS'ooo'

19,587,260

PIANT &
MACHINERY

MOTOR
VEHICLE
xSHS'ooo'

OFrICE
EQUIPMENTS
I TURNITURE

KSHS'ooo'

513,729
28,160

COMPUTERS

I(SHS'ooo'

MOTOR,
BOATS

KSHS'ooo'

253,742

WIP

XSHS'ooo'

TOTAL

KSHs'ooo'

r,464,552
t,432,27o

566,688
35,o73

8368,V3
t,803,o96

3r,269,856
3,334,25t

5r5,rl1
3s,6sr

DEPRECTATION

r July 2017

Charye for the Year

Dep. On Reval

2t4,79t
l84Jo3

167,s96

20,r53
68,953

5t,r91

ro,7o9
65,606

^5<-1aa

28,5r3
rz6,9o8

2r4-UO

38,14r

4,65o

210.Oql

39,223
73r,996
260,297

ro.rzr.86o 11.s6q.o5?ro.r88.t66 2.7()9.o74 az8.o8a

r July zotT
Additions
Revaluation

20

ro,4SS,8So

9,r3l,4ro

r,547,834

(r,srz,8:],r)

3,415,475

(r,98o,922)

2,3{1,689

(2,3+r,689)

876,306
28,248

(srs,zqc)

555,r53

,urr,4oo)

r,284,56.{

169,o23
(939,8s8)

888,265
ro,7o9

(888,:65)

2,291,227

155,193

(r,ssr,s09)

r,r42,589
28,5r3

(z,rqz,s88)

6ol,C6z

hso,ns)

552,313

(ssz,:rl)

4,o44,270
2,2O2,726

2,121,778

23,Oo2,r58
2,555,r9o

S,TJ6,624
116

8,ozZ.8S3
39,222

(8,o06,148)

20t7
Charge for the Yr
Rwaluation

30 Jun€ 2or7 - - lo,7o9 28,513 ' - 39'223
NET BOOX \ ALUES:

3loJunczou lq,s8z,e6o r.aoa.ss3 s66.68q so3.ozo l86,sq; as3.;az 8.g69f::a . -.3t.:3o'6gs

(ii) Land & buildings

The Authoriqv received several leasehold properties (land and buildings) from the government at
inception in r99S. The Authoritl, was not required to pay for the property hence did not incur any cost
on the same. To recognize the propertf in its books, the Authorit"v did a professional valuation of the
land and building in 1996 and the values \^'ere adopted in the Authority's statement of financial
position. This r.t'as done by recognizing land and buildings assets in the statement of Financial Position.
The assets ll'ere revahled again in Financial Year zot6f t7.

The Authority is yet to receive title clocuments for some 14 pieces of leasehold land received
Government. 'Ihese properties are at various stages of registration with the Commissioner of Lands.
Another title deed is in the name of East African Common Sen'ices Authority (EACSA) and the process
transfer of the title is ongoing. The Authoritv u'as allocated S plots of land in Halugho, Amttma, Gerille,
Ehvak & Diff u'hich har.e been gazetted as border entry points. The plots are )'et to be valued and the
Authority is in the process of acquiring title ciocuments.
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(iv) Capital Work In Progress

Intergrated Tax IUanagement S1'stem

Valuations Database s)'stem (Phase I & II)
SAP ERP Slstem for Support Sen'ices

Renovation of JKIA Offices
Renovation of Border Stations
Datawarehou-se and Business Intelligence
Diaster Recovery Management Slstem
Video Conferencing
Simba Transformation Project
Biometric Security System (Times Towers)
Electronic Cargo Tracking System (Phase I)
Customs Roenue Accounting Module
One Stop Border Posts

Business Contunity Managemen t System

eBoard System (BS)

New Fire Detection System

Customer Relationship Management System (CRM)

New Data Centre (CBC)

Corporate Businqss Centre Fit Out
CBM Rehabilitation of Border Stations
Intergrated Customs Management System .
Data Anal.rsis Tools & Computer Tools
Corporate Website Transformation
Enterprise Risk Itlanagement Slstem
Payment Gateway

Scanner Nehvorking & Command Centre

IP Telephony Sl,stem

Replacement of Lifts (Times Towers)
TOTAL

g. TNTANGTBLE ASSETS

cosT
r July
Additions
3o June

AMORTISATION
rJuly
for the lear
3o June

NET BOOKVALUE
3o June

The intangible assets are made up of different computer software in use by the Authorilv'
Included in the Intangible Assets are fully amortised assets t'hose original cost was Kshs.

169,267,o25, (zo 17- Kshs. 169, z6 7,o25).

zorTlzorS
Kshs'ooo
1,783,246

33'939
553,924

to,294
22,O38

49r,939
t2,448
*328
8r,5s9

138,5rz
85,287

4'664
3,877,o52

6r,o6r
4,799

5r,r33
trt,4o8

1,178,391

664,274
ur,6r8

5or,988
t9,zo8
5,594

34'397
zo,716

t6t,6o7
5'165

9L,291

zo16f zotT
IGhs'ooo

r,736,O53

33,939
469,675
1o,294
22,O38

488,9s7
t2,448
54,328
8r,5s9

122,5O4

8o,o84
4,664

3,8V,o52
48,283

4,789
22,699

32,o43
495,902
266,58r

5,899
498,984

1(), rzr.86o 8 77?

zorilzorS
Kshs'ooo

358,481

zo16/zor7
Kshs'ooo

358,481

358,48r

346,o44
8.r8r

358,48r

337,863
8.r8r

354'225 346,o44

t.z;6 12.447
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ro. RECEfVABLES

Trade Debtors
Other Agency debtors
Rent Receivable
Interest Receivable

Other Debtors
Staff Debtors
Prepayments
Other Debtors

r July
Accrued in the 1'ear
Amount received in the year

3o June

rz. SECURITYDEPOSITS

Savings & Loan (k) Ltd
Housing Finance

National Bank of Kenya Ltd
Higher Educations Loans Board (HELB)

369,289

zotT/zor&
Kshs tooo

27O,124
6o,982
38,r82

zo16/zor7
Xshs'ooo

27t,486
40,7O2
50,446

g62.,og4

115,915

r9,863
54'937

tgor7r5

zo16lzotT

Kshs'ooo
2,131,332

r5,458,oo8
14Jaa,Sat)

3,444,499

2ot6l2ot7
Kshs'ooo

1,592,536

6tz,B47
t6o,73B
20,ooo

184,36s
20,818
64,040

z69,zzz

Debtors Total 638,srr 552,749

Other agency debtors represent outstanding commission on collection of revenues on
behalf of other organisations. Staff debtors mainly comprise of outstanding travel imprests,
loans for acquisition of laptops and medical advances.

rr. AMOUNT DUE FROM TREASURY
The amount represents outstanding agency commission for April to June 2or8, the
amount was received in July, zor8. The National Treasury paid an amount of Kshs. z,13r
Million that related to the long outstanding debt. The breakdown of the transfers from The
National Treasury is as follows;-

zotTlzot8

Kshs'ooo
3,444,499
t7,65r,754

(rg,8oo,:zs)
trz95,8V

2or7f 2ot8
IGhs'ooo

t,629,785
6zz,3t5
t6z,57t
2O,OOO

2,434'67t 2;386,tzz

'fhe deposits rvith Savings & Loans and Housing Finance are placed as securiq'against staff
mortgage advances, rvhile the National bank deposits are placements against staff car
loans. Deposits rrith HELB are placements against college fees issued to staff for further
studies.
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r3. CASH AND BAIYK BALANCES

Cash in Hand

Cash at Bank

Fixed Deposits

Government Treasury Bills

Station

Nairobi
Mombasa

Machakos

Thika
Nyeri
Kisumu

Garissa

Nakuru
Eldoret

Embu

Namanga

Loitoktok
JI(IA

zotTlzorS
IGhs'ooo

1,345

3,809,554

3,O98,302

983'476
7r892r6n

zor6lzorT
IGhs'ooo

807

t,878,75t
r,435,15r

3,437,334

The fixed deposits are made up of one month deposits in the comm
6rj1zro4z

ercial banks shown
below. The maturity period for the deposits is between July and August zor8. The funds
are held against creditors and ongoing commitments as per notes 15 and zr.

The analysis of Cash in Hand is as below;
Cash in Hand

2ot6l2017
IGhs'ooo

478

7

4
6t

3

45

13

34

4t

120

8oz

zorTf zorS
IGhs'ooo

483
200

7

37

3
17r

9

59

3

42

5o
roo
r8o

1,345

.18
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The analysis of Cash at Bank is as below;

Cash at Bank

Station Bank

Nairobi Main Account National Bank of Kenya

Nairobi Dollar Account National Bank of Kenya

Excise Stamps Account National Bank of Kenya

KRA East African Regional Transpr National Bank of Kenya

Kenya School of Revenue Administr National Bank of Kenya

Kenya School of Reveuue Administ National Bank of Kenya

Kenya School of Revenue Administr National Bank of Kenya

Mombasa Account National Bank of Kenya

Kisumu Account National Bank of Kenya

NakuruAccount National BankofKenya

EldoretAccount National BankofKenya

EmbuAccount National Bankof (enya

ThikaAccounl National BankofKenya

JI(L{ Account National Bank of Kenya

Machakos Account National Bank of Keni'a

Garissa Account National Bank of Keny'a

Namanga Account Kenla Commercial Bank

Wajir Account Kenl'a Commercial Bank

Fixed Deposits

National Bank of Keny'a

Cooperative Bank of Kenya

Kenl'a Commercial Bank

KESRA - National Bank of Kenya

9r Dav Treasury Bills
r8z Day I'reasr-rry Bills

zorTlzotS
Kshs'ooo

479,285
8s,637

495,829
z,6zo36t

121,936

3,120

5r7

754

429

59
1,124

67

g6

3r4
l3

9

zo16lzorT
Kshs'ooo

1,463,485

169,344

180,934

56,305

1,236

577

402
1,903

2,213
47

625
612

66

392
460

149

3,8o9,554 75r

zorTlzorS
Kshs'ooo

1 ,412,371
1 ,404,687

281,244

zo:^6lzorT
Kshs'ooo

3OO,OOO

6o3,B5o

3r9,r37
ztz,t64

3,o98,3o2 r,435,151
Treasury Bills are placements in Central Bank of Kenya with maturity period between July to
September zor8. The placements are analy'sed as follows:-

Government Treasury Bills
zorT/zot8

Kshs'ooo

983.476

zo16f zorT
Kshs'ooo

r,964,555
1,472,779

Jr)

983,476 3,437,334
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r4. STOCKS

Generai Stationery.

Printed Stores Inventon'
Computer Consumable Inventory
Miscellanous Stores Inventory

Trade Creditors and Accounts Payable
Payroll Deduction and Staff Creditors
Taxes

Balance B/F
Total Receipts
Total Payments
Ba-lance C/F'

Provision for staff leave
Provision for Gratui t1,

Provision for Staff on Suspension

zorT/zorf}
Kshs'ooo

zot6/zor7
Kshs'ooo

13,215

7r,938
z8,8Ss

6.8qr

zo16/zot7
IGhs'ooo

1,583,283
47,394

zco.q6s

zo16/zor7
Kshs'ooo

212,715
2,454'295
2,572,O52

zo16/zor7
Kshs'ooo

1,09o,45r
47,r3o

4oo,452

67,r<)4

29,o77
2),719
z.6as

rz6.6gs r2o,898

The Authority adopted a policy of recognising consumable stocks held for operations as

current assets

15. PAYABLF-S
zorT/zor8

Kshs'ooo

2,tr8,3oz
43,893

2ri.oq2
zr4ot,6t3 1,88r,643

Trade creditors and accounts payables represent the outstanding payments to suppliers
and otlrer parties, Payroll deductions include outstanding amounts for statutory
deductions, loans, SACCOS contributions and others. Staff creditors comprise of
outstanding payments due to staff and funds for staff welfare associations.
Included in Aciounts Payable is a balance of Kshs. 523 Million (analysed below) from sale

of Excise Stamps for palment to the suppliers of the Stamps.

Excise Stamps Fund Account
zorT/zor8

Kshs'ooo

94,958
2,4.40,721
2,O12,372
62:1.-?1(,

There ryas a total of Kshs. 457 Illillion payable to the stamps manufacturer; for stamps and
softlvare.

16. LEAVE PAY, CONTRACT GRATUITY & STAFF PROVISIONS

zorT/zor8
Kshs'ooo

r,r88,o7o
zz3,68z
;s6,aa6

r.q68.rq8 t,538,o91

Leave pay' provision is in respect of leave da1's earned by staff members but not taken as at

3otr, Jupe zot$. Contract grltuit-v prolision is in respect of gratuitl' accrued for staff on

iontract terms for the period to 3o1h June zor8. Provision for staff on suspension relates

to unpaid accmed salaries and allou'ances for staff mcmbers r.T'ho are on suspension.
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17. CONTRIBUTION TO GOVERNMENT PENSION FUND
zorT/zor8

Kshs'ooo

24,290
(r6,q66)

zo16f zorT
IGhs'ooo

25,6t6
(r,3?j)

r July
Paid

30 June 2A.2gO7,324

This amount relates to contributions made to the Government pension during the nine-month
secondment period from October 1995 to June 1996 for pensionable staff who were transferred
from the Treisury to the Authority. The amount falls due for payment on retirement of an officer
and is then transferred to the Treasury to facilitate payment of the pension.

r8. DESIGNATED T"UNDS

t July

Funds Received

Expenses

30 June

zor6l2or7
IGhs'ooo
2o4,949

bs,q6q) (t4z,7or)

36,784 62,248

The legal claim funds are received from the Treasury for settling legal aw'ards against the
Authority in revenue related court cases.

r9. CAPITAI. / DEVELOPMENT GRANTS BY THE NATIONAL TREASURY &
DONORS
Capital / Development Grants by the National Treasury

zorTf zorS zor6lzorT
Kshs'ooo Kshs'ooo

r July
Contribution in the Year
ERP system for Support Services

Cordinated Border Managenrent Project
New Data Centre

16,996,4ro t6,37o,4to

3oth June 17,3(J9,4to 16,qq6.41o

The amounts represent assets and ftrnds pror.ided b1' the I'reasury'. 1'he Treasury
separately funds the major reform and modernization programmes undertaken by the
Authoritl,in all departments for reventre enhancement and efficient scn'icc deliver5'.

zo. REI'IREMENT BENEFIT COSf'S

During the 1'ear c'nded 3oth June zor8, Kshs. r,3to Million (zot7 Kshs. r,z7r.o Million)
u'as paid as contributions to the staff pensions scheme. The scheme changed from a

defined bencfit plan to a Deflned Contribution scheme rvith a defined benefit section and a

ciefinecl contribution scction u'ith effect from I July' zoo5. Under the clefined benefit
schcnrc, thc emplol.er contribr.rtion on actuarial aclvice u-as nraintained at 13.296 per
menrbcr rvhile ir rirte of r4'lii n'a-s acioptecl lbr the definecl contribution schenre. Emplol'ees
corrtrilrtrtc 7.59(' o[ thcir saliirics fiir both scctious of thc schctnc.'l'hc vaitre placed on the

2ot7f 2ot8
IGhs'ooo

6zrz48

llo,ooo
100,ooo
r03,ooo

313,ooo

220,OOO
200,ooo
zo6,ooo

6z6,ooo

5l
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existing final assets per the Iast valuation of 3orh June zor7, was Kshs. r8.o78 Billion
(zo16,JGhs. 15.984 Uttion) while the present value of past service liabilities at that date

,n*ur IGh. ,4.817 gillio, (zo16 IGhs. rZ.zgo Billion). The scheme prepares it's- orirn

Financial Statements in accordance with the Retirement Benefits Authority (RBA) rules.

zr. CAPITAL COMMITMENTS

Approved and contracted

Approved and not contracted

z z. RECURRENT COMMITMENTS

2ot7l2ot8
Kshs'ooo

623,338

r5

zot6lzorT
IGhs'ooo

z16,64z

2,o86.sss I,124.972

zorT/zor8
I(shs'ooo

zo16/zor7
Xshs'ooo

3o June
The above

r.rz6zro39 839,zgz
represents items and activities approved and contracted but not yet delivered.

. z3.EMPLOYEES

The number of employees at the end of the year ]vas;
zorT/zor8 zor6f zorT

3o June 7,oo7 6,232

Included above are employees on Permanent and Pensionable, Contract and Temporary
terms.
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z4.DEFERRED GRANT INCOME RECONCILI.ATION

These relate to grants from the World Bank and other Donors under the Government of
Kenya for projects to facilitate ef{icient and effective collection of taxes.
i) Defened.grantincotnereconciliation

zot7lzorg 2ot6f 2ot7
IGhs'ooo Kshs'ooo

r,3o6,857At r July
X - Ray Cargo Scanners

EARTTFP Funds

MotorVehicles
Datawarehouse and Business Intelligence

New Data Centre (CBC)

ICMS

Amortisation
At 3o June

Grant income to be amortised within one year

At the end of the period

Capital Grants
Agency'Income
Revenue Enhancement Initivaties Funding

2,696,199
1,175,OO8

M,L4O
27,955

486,o48
573,0u
498,984

(t96,662)

3'590,707 z1696rt93

324,635 r77,759

_1L?9!,2o72 215r8.aca

The amounts represent assets and funds provided by Donors both directly or through the
National Treasury towards reform and modernization programmes undertaken by the Authority
in all departments for revenue enhancement and efficient service delivery. Ten X - Ray Cargo
scanners were donated by the Government of China. Kshs. 44.14 Million was received from the
World Bank for the East African Regional Transport, Trade and Development Facilitation Project
(EARTTFP).

z5.RELATED PARTIES

The Government of Kenya is the principal shareholder in Kenya Revenue Authority.
During the year, the following transactions were carried out uith related parties as

analysed as follows:-

(a) Transaction

i) Gouerntnent of Kenya
zorTlzorS

Kshs'ooo
313,ooo

r5,457,3r8
4,3r8,ooo

zo16f zorT
Kshs'ooo

6z6,ooo
r5,458,oo9

5i

2o,o88,3r8 16,o84,oo9



KT,T{YA REVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATE.MENTS
AS AT JUNE zoTS

ii) KeV rncrno,g etnent cotnpensa tion

Salaries and other short - term enrplol'ment beneilts

iii) D ir e c t ors' r e,rrtttrt er ation

Fees and other Emoluments (note 5)

(b) Balances
Due (to)/from related parties

Arnount due from Treasury (note rr)
Contribution to Government pension fund (note t6)

zorTlzorS
Kshs'ooo

tzs,,657

rz51657

zorTf zorS
Kshs'ooo

31,733

3r,733

zorTfzotS
Kshs'ooo

t,295,8V
b.*a)

zot6lzorT
IGhs'ooo

rr5,920
rr5,g2()

zo16lzorT
IGhs'ooo

2t,223
2t.22?

zor6f zorT
Kshs'ooo

3,444,499
(z4,z9o)

3,42Or2O9r,z88,SS3

26. FINANCI.AL RISK & CAPITAL MANAGEIVIENT

The Authority's activities expose it to a variety of financial risla including credit and
liquidity risks and effects oi changes in foreign currency. The Authority's- overall risk
management programme focuses on unpredictability of changes in the business

environment and leeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk.

The Authority's financial risk management objectives and policies are detailed below:

(i) Credit risk

The Authority has exposure to credit risk, which is the risk that a counterparty will be
unable to pay amount" in full when due. Credit risk arises from cash and cash equivalents,
and deposits rvith banks, as well as agency and other receivables.
the cairying amount of financial assets recorded in the financial statements representing
the Authority's maximum exposure to credit risk is made up as follows:
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Fully
Performing
Kshs ooo

Past Due
Kshs ooo

Impaired

Kshs ooo
At 3o June zorS
Receivables

Security Deposits

Bank Balances

At 3o June zorT
Receivables

Security Deposits
Bank Balances

63B,5rr

2,434,670

6,9o8,o35

552,749
z,g86,tzz

3,314,O21

The credit risk associated with these receivables is minimal hence no allowance for
uncollectible amounts has been recognised in the financial statements.

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Authority's directors,
who have built an appropriate liquidity risk management framework for the management
of the Authorilv's short, medium and long-term funding and liquidity management
requirements. The Authorig' manages liquidiry- risk through continuous monitoring of
forecasts and actual cash florn's.

The table below represents cash flows payable by the company under non-derivative
financial liabilities by'their remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due
within rz months equal their carrying balances, as the impact of discounting is not
significant.

Less than
I month

Betr*'een l-J
months

Over 5
months Total

Kshs'000 Kshs'000 Kshs'000 Kshs'000
At 30 June 2018
Trade pa)'ables 256.985 2.144.628 2,401 .6 r 3

Provisions I .968,198 1,968,198

Contribution to Covt
Perrsion Fund 1,324 7,324
Total 256,985 2,111,628 1,975,522 1,377,135
At 30 June 2017
l-rade pavables 298,3 59 t.58i.284 r .88 r ,64i
Provisions r ,53 8,03i r,538,033

Contribution to Govt.
Pension Fund

24.290
24,290

Total 298,359 1,583,284 1.562.323 J.{.13,966
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(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced

by the Authorilv on an ongoing basis, cvaluate and test the design and cffectiveness of its
internal accounting atrd operational cotrtrclls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange 

"rates 
which ivill affect the Authority's income or the value of

its holding of frnancial instruments. The objective of market risk management is to
manage arid control market risk exposures within acceptable parameters, while optimising
the rlturn. Overall responsibility for managing market risk rests with the Audit
Comrnittee.

The Authority's Corporate Risk Department is responsible for the development of detailed

risk management policies and for the day to day implementation of those policies.

There has been no change to the Authority's exposure to market risks or the manner in
which it manages and measures the risk.

(a) Foreign currency risk

The Authority has transactional currency exposures. Such exposure arises from foreign
denominated bank balances.
The carrying amount of the Authority's foreign cunency denominated monetary assets

and monltary liabilities at the end of the reporting period are as follows:

Ksh Others
Shs'ooo Shs'ooo

Total
Shs'ooo

At 3o June zorS
Financial assets (Bank balances) 88,TS7 BB,7s7

Liabilities
Payables

Net foreign currency liability 88,7s7 88,757

Management of interest rate risk

To manage the interest rate ri-sk, rnanagement has endeavoured to bank lvith institutions

that offer fat'ourable interest rates.

(b) Interest rate risk

Interest rate risk is the risk that the Authority's financial condition ma-v be adverselv

affected as a result of changes in interest rate levels. The Authority's interest rate risk

arises from fixed and securiq, deposits. 'Ihis exposes the Authorilv to cash flow interest

rate risk.

Sensitiuiry analysls

The Authoriw analy,ses its interest rate exposure on a dyrrarnic basis by condu-cting a

sensitiritv anrrll'sis."The sensitivity anah'sis for interest rate risk assumes that all other

variables, in particular foreign 
"*lhu.,gl 

rates, remain constant. The analysis has beerl

performed on thc same basis as the prior-1'ear.
)6



I(EI{YA REVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATE}IENTS
ASATJUNE zor8

Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of financial performance if current floating interest rates increase/decrease by
five percent age (5% as a decrease/increase of IGhs. 88,757;82 (zot'7: Kshs. r7o,580,2oB)'

(c) Price risk

The Authority does not hold investments that would be subject to price risk; hence this
risk not relevant.

27. PRIOR PERIOD ADJUSTMENTS

The prior year adjustments relate to post audit adjustments for the Financial Period
zo16/zor7 and in compliance urith IPSAS 3 sub section 4B-S4. The adjustments were;

zol.6/zor7
Restated

Cash and Bank Balances: Kshs'ooo
As previously reported 6,524,72t
Restatements:
Recognition of KESRA income
Misposting adjustments
Recoenition of Excise Funds

36,o26
20,7O7

r7r, r88
227,32L

As restated 6,752,o42

Debtors & Receivables:
As previously reported
Restatements:

553,968

Interests on Security Deposits 5,53r
Mis ti ad ustments 6 1

220

As restated 552,748
1

Security Deposits
As previously reportecl

Restatements:
Interests on Securitl' Deposits L4,546

Mis tr ad ustments 1

14.37r

As restated 6,122

Propert-v-, Plant & Equipment
As prer-io usly reportecl

Restatements:
30,478,727

75r.9o8

2,371,75L

51

Recognition of l'raining School Asset Additions
Recognition of clcveloprnent projects bv clonors and partners
Adjustnrent for Rcvaluation of Assets

Ad l-stment li"rr l,xcisable Goocls NIana ment Svstcnr

5,693
r,425,586

zz,q66
o66

As rcstatcd ---3-49:$5-
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Creditors & Payables
-\s previously reported
Restatements:

r,88o,766

Recognition of Excise Funds
Accrual of scanner maintenance Expenses

r7r, r8B
105,154

),t ments
8zc

As restated r.88r.6ar,-

Contribution by The National Tleasury
As previously reported
Restatements:
Recognition of scanner donated by development partners

Recognition of Deferred Incomes from donations

(r,4zS,SB6)

2,6783r3

1,252,727

r6.qo6.aro#

r32,457

As restated

t8,249,t37

As restated

Revaluation Resenre
As previously reported
Restatements:

t8,427,8o8

Recognition of Revaluation of Assets . 585,361

c8q.q6r

As restated t7,842,442

Deferred Income
As previously reported
Restatements:
Recognition
Partners

Income from assets acquired from development
2,563,735

2,563,735
2,696,192

58
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The effects of the prior period adjustments to the financial statements is a follows;
STATEMENT OF FINANCIAL PERFORIT'ANCE EXTRACT

zo16/zor7 zot6/zot7
Profit
increase /
(decrcasc)

As previously
rcported

IGhs'ooo

REVENUE

Renrenuc from non- excbangc transections

Deferred grant income amortisation

Rgvcnuc from excbenge transactions

Agency Income

IDterest IDcome

Other Income

T(}rALR"EVENUE

D(PENDITURE

Admiuistrative Expeoses

Operating Expenses

Maintenance F.r<penses

TOTAL E)(PENDTTURE

Other tains/(losses)

DEFICIT FOR T}IE YEAR

STATEMENT OF FINANCIAL POSITION f,XTRACT

NOTE

NOTE

2z (g)

27 (a)

27

zo16lzorz

As preliously
reported

Xshs'ooo

6,s24,72r

ssi,s68

7.roo.<87

30,478,727

12,437

3.444A99

2,171,75r

36,3o7,4r4

43,5o7,oor

82,o85 (rq,sz8)

r5,458,oo9

544,428

440,572

Restated

I(shs'ooo

,96,663

rs,458,oo9

564,529

585,r47

(zo,ror)

(rq,6ss)

r73,409

(ss,ss8)

to7,o92

r8,3ro,s68 r8,589,882

27

27

27

t8,o61,234

r,o7o,839

1q5.OOq

r7,888,325

t,to6,Zn

28?,9r2

19,527,5E2 .orq

ez6)

zot6/zot7

R.estated

'ooo

6,752,o42

\q2.7a0

z.42s.6go

31,23o,635

12'437

3,444,499

z.t86.rzz

zz.ozl.6ql

(r,zrl,eSS)

increase /
(decrease)

Curent Assets

Cash and Bank Balances

Receirzbles

Non-Currenl Assets

Propertl, Plant & Equipment

Intangible Assets

Amount due from Treasur.r'

Securit}' Deposits

27(.a)

27 (b>

27 (h)

Xshs'ooo

(zz7,3zr)

t,2t9

(zsr,9o8)

Total Assets

zz G)

59

(r.l,szr)

44,499383
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I ralrrlitics

Currcnl l.iabilities

l'.,r.,lrk's

lr .r..,.. [':rr .rnd Gratuih'Prorision

l\ lrrrrtl lncome Amorlisation

N()n Currcnt Liabilitics

Contribution to Govt Pensior FuBd

f\:signatcd Fund

Total Liabilitics

Net Assets

Capital grants by the Treasury

Deferred Grants Income

Accumulated Fund

Revaluation Resewe

As rcstatcd

Contribution for the year

Increase in revaluation

Charge for the year

Current portion of deferred income

Restated Deficit for the Year

3O .Iune 2OL7 - restat€d

Year ended 30 Junc 2018

27 @)

2? (d)

27 (B)

27(G)

2?G)
27

27 $)

r,88o,766

t,r39,136

o

3,Or9,9()2

24,290

62,248

86.ss8

3,ro6A4o

4(,,4oo,56r

18,249,137

r32,457

3,59r,r58

r8-azz.8o8

------$:59Po)-

r,88r,643

r,538.o33

r77,759

3,597,435

24,290

62,248

86,sS8

3,683,973

ao.8r<.aro

r6,996,4ro

2,5r8,434

3,458,rr9

t7-842.447

ao.8r<.ato

aaacc.aSa

(8zz)

(398,897)

(tn,zss)

1,252,727

(z,s$s,sn)

133,o39

585,36r

Total net assets and Iiabilities

STATEMENT OF C}IANGES IN EQUTTY EXTRACT

A,S AT30 JUNE 2or7

Note

Year cndcd 30 Junc 2(117

At 1 July 2016 - as prcviousty
rGportcd

17,595,182 4,go4,6lt

Prior year adjustments 27 0,224,722) 1,306,857 (656,916) 260,297 (314,534)

Capital
Gr.nts by
Trcasury
Shs'OOO

Dcferrcd
Grant

Incomc
shs'oOO

(195,663)

(L77,759)

Accummulated
Fund

Shs'OOO

Revaluation
Rcscrvc

Shs'OOO

4,099,594

t3,742,853

(260,297)

Total

Shs'OoO

26,499,387

L6,370,4rO 1,306,857
4,147,695 4,359,891 26,184,853

2,21L,999

L3,742,853

(456,960)

(L77,759)

(689,576)

626,000 1,5gs,99g

(689,s76)

27 16,995,410 2,5t8,434

60

3,458,119 t7,842,447 40,815,410
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3,458,119 17,a42,447At 1 July 2017 - restated
Contnbutron for the year

Surplus for the year

Charge for the year

16,996,410
3 I 3,000

2,5L8,434
7,219,749

(324,635)

(746,875)

(392,618)

(260,297)

40,815,410
7,532,t49

(392,618)

(584,932)

(L46,87s)Current portion of deferred income

At 3(, Junc 2OlE t7,309,41O 3, 256,O73 3,065,501 17,582,150 41,223,134

2S.CONTINGEIVT LIABILITIES

These include:-
. An amount of Kshs. z million included in utility deposits representing a bank

guarantee to Kenya Power and Lighting for Times Tower power supply.
. An amount of Kshs r,2gT,ZSg representing a guarantee to Telkom Kenya Limited

for supply of telephone facilities in the Times Tower building.

Pending legal cases and court awards against the Authority estimated at Kshs

4,454,05r,492 at the financial year end. The Treasury is expected to meet the cost of
settling the awards should they materialize.

29.CoMPARATTVES

Where necessary, comparatives have been adjusted to conform to changes in presentation
in the current year.

a
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APPENDIX r: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATI ONS

Resolved N/ADeputy Commissioner -
Finance

Copies of payment vouchers
presented to the Auditors

Minutes & approval provided to
the Auditors

Work in Progress
Board approval on the revaluation of the assets has not
been presented for audit verification, date ofthe
relaluation has not been indicated in the revaluation
documents, difference of Kshs.l33 million between the
revaluation report and Financial Statements figures has
not been explained.
The Authority to present for audit verification payment
vouchers to support the expenditure of

N/AResolved

Adjustment made in the
Adjusted Financial Statements
for F'{ zor6fzorT. Accounts
disclosed in adjusted financial
statemenLs-

Depu(v Commissioner -
Finance

Cash and bank
Balances reflected in the statement offinancial position
not in agreement rvith verified amounts. Th'o bank
accounts held at Kenya Corrxnercial Bank- Wajir and
KESRA National Bank-Dollar A/C - Nairobi rr'ith
balances of Kshs.5o,345 and USD 4,195.50 raspectively

N/AResolvedDeputy Commissioner -
Frnance

statements are not
overstated. Amounts rr'ere

and reversed on

Debtors
Batance of other agency debtors of Kshs.z7r,zz8,ooo is
overstated

In Progress N/ADeputy Commissioner -
Finance

The debtors rvert included in FY
2or5, / t6 financial statements
but had been surrendered at the
en<l of FY zot6/r7.

Irng outstanding staf,f
Travel imp-rest debtors amounting to Kshs.2,248,829
excluded from the staffdebtors'balances in the financial
statements

Res<llved N/ADeputy Commlssioner -
Finance

Adjustment done in the
Adjusted Financial Statements
forFY zot6/tott

Capital Grants
National Treasury and other Donors paid
IGhs.r,814,647,ooo directly to suppliers for goods,
rvorks and services towards projects undertaken by the
Authority. The amounts have not betn disclosed in the
financial statement.

N/ADepulv Commissioner -
Finance

ResolvedThe Incomes had not been
omitted in the Financial
Statements. They are included
in the commission income in the

Commi.ssion Income:- Income earned on standards
lev.v, concession fees, insurance deduction commission
and merchant superintendent shipping lery (MSSL) on
behalfof Kenya Bureau of Standards, Kenva Airports

Rcf, Lssue/Obscrvations from Auditor
Frrcal Poitrt pcrsotr
to resolvc thc issueNlanagemcnt oomruents

Status Tittrt'fratne

3

4.

5.

6.
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Authority, various insurance companies and Kenl'a
Maritime Authorit-v of IGhs 45.7 million excluded in the
commission income.

Statement of Financial
Performance.

Resolved N/A7
Deferred Income- Deferred grant income
amortization of Kshs.8z,o85,ooo varies with the
amount computed during audit of IGhs. 48,133,417
resulting to a misstatement of the grant income by Kshs.
12-aq1.OOO

Adjustment to recognize tle
deferred income arising from all
the donated assets has been
calculated and included in the
Adjusted Financial Statements
for FY zot6/zotz

Deputy Commissioner -
Finance

Adjustment done in the
Adjusted F'inancial Statements
tbr FY zor6/:or:

Deputl'CommiSsioner -
Finance

Resolyed N/Aa. Asstts not disclosed: - three (3) Scanners donated by
China Government in eors/zor6, five motor vehicles (;)
donated by JICA and an ERP s1'stem from JICA. The
deferred inconre associated with the use of these assets
has not been recognized in the llnancial statement
under reviert.

The dift'erences arose from
adjustments made to the
ledgers. Adjustments have been
madc in the Adjusted Financial
Sta tom{:nt-s

Dcputy Commissioner -
Finance

Resolvcd N/A9. Variance betwecn financial statement and Trial
Balance. Comparison of the financial statements
figures in the zot6/zot7 financial 1'ear against the
ledger and trial balance figures of the agencl' for thc
same vear revealed differences

Depu\'Commissioner -
Finance

Resolvecl N/Alo, Duplicated invoices
local creditors includes duplicated invoices of
IGhs.5o,9z7,ooo.'I'herefore the local creditors is
oyerstated bv Kshs.;o.qzz.ooo.

Adjustrnent done in the
Adjustcd l-inancial Statcments
tor b\ zo16/zoll

ll Accrued Expenscs
Scanner maintenancc cost per )'ear i.s Kshs.r5t,z75,ooo
but the amount accrued as expenscs lirr the llnancial
year un<ler consirleration is Kshs.t77,574.ooo. The
scanner maintenance expcnses therefore rvere
overstated bv Kshs.z6.zqo.ooo.

The cost is Kshs t5r nrillion plu-s
Ta.xes uhich amounts to Kshs
r:z.q nrillion.

Depu!'Commissioner -
Finance

Resolvcd NiA

Thc retlucsl to prr)cess pa) ment
rta.s roceivetl after veur end and
accnred and paid in Financial
Year:or6/zor:

Depu\'Commissioner -
Finance

Resoh ed N/A12.
Insurance ex?ensc.s
Insurance exprnses ofKshs.8 rlillion, for the financial
vear zor5/zor6 charqetl to 2016lzot7 financial vear.

Rcf, Issuc / Obsenations from Auditor Focal Point pcrson
to rcsolve the issueManagement oomments Status Timeframc

6i



v

KENTYA R.EVENUE AUTHORITY ANNUAL REPORT AND FINANCIAL STATEMENTS AS AT JUNE 2OT 8

r3.

14.

r5.

r6.

lhe detailed responses on the matters have been shared rr'ith the Office of the Auditor General.

64

N/AResolvedThe list ofattendants was
provided for audit. The inv-oice
was paid in according to the
reservations and confi rmation
received from the organizing
team. The request to process
palment \vas receil'ed after year
end and accrued and paid in
Financial Year z 016 / 2ot7

Payment vouchers arailed for
audit.

Deputy Commissioner -
Finance

Unsupported Payments;

L,ake Naivasha Simba Lodge

Expenditure of Kshs.l27,781,ooo whose payment
vouchers were not availed for review and audit.

Resolved N/ADeputy Commissioner -
Finance

The request to process palment
rvas received after year end and
accrued and paid in Financial
\ear zot6lzorz

The motor boat maintenance expenses of
IGhs.r5,246,ooo would not be confirmed to be expenses
for zot6fzotT since only Kshs.5,866,959 rvas verified.

Motor Boat

ls

foranThe erpenditure
the forthe expenditure

FY
2ot9/2ot9

In Progress

Depulv Commissioner -
Finance

Board had approved the rvrite
offofthe unrecoverable
outstanding medical advance
balances. The Arrthority has
rcquested the approval of the
Cabinet Secletary and is
follorvine up for the same.

Medical Advanc-es Write-off
Write offof medical advances/balances of
IGhs.3,262,7oo requires approval from the Cabinet
Secretary in charge ofThe National Treasurl'to urite off
the debt as required by the Public Finance lVlanagement
Act 2012.

In Progress
zorS/zor9
FY

Deputy Commissioner -
HR

Provision is based on the leave
due to staff. The Employment
Act does not have any provision
for Staffto forfeit leaye earned.
Staffhave been adyised to utilize
the accumulated leave dals in
the next r8 - za months.

Ieave Provision
Accumulate leave days are be1'ond rvhat is allowed by
the human resource policy and the Authority continues
to provide for the unjustified leave days rvhose value is
currentlv Kshs. t85,454,748 at the end of the r€ar.

Rcf, I^ssue / Obscn afions from Auditor
l'ocnl Poitrt Pcrson
to rcsolvc thc i.ssucllanagement (-!()mnrcnts Statu.\ Timcframr.'
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APPENDIX II : INTER.ENTITY TRANSFERS

zorz/zor8 zol^6lzorz

Recurrent Grants

Deve Grants

Grand Total 2o,o88,3r8 r6,o84,oo8

Disbursement Il4onIA
Bank Statement
Date Amount

Bank
StalemeulDalc Amount

July 2F.O8.2ot7 r,z88,rro 24.O8.20t6

August 25..Oq.20,7 r,z88,uo za.o8.zot6 tzzq,834
September o?.1o.2017 r,z88,rro 3o.og.zo16 tzzq.Sga
October 27.to.20t7 r,z88,rro rs.rr.zor6 r.zzg.8za
November ro.or.zorS r.z88,rro zg.tt.zot6 tzzq.Bga
December zo.oz.zotS r.z88.rro zz.tz.zot6 \zzq.8za
January rq.oq.zorB r.z88.uo 70.O2.2Or7 Lzzq.Sga
February z4.o4.zot9 r.z88.rro r9.o4.2017 Lzzq.Bza
March rs.os.zor8 r.z88,rro o5.o5.2017 Lzzq.Bsa
April os.oT.eorB r.z8B.uo zo.o6.zot7 Lzzq.Bta
May o5.o7.zor8 r.z88.rro zo.o6.zot7 r,zzg,8sq
June o5.o7.zor8 r.z88.rro zg.o6.zot7 66,667

June o3.o7.20t7 t,zt3,t67
Additional Fundins z3.o3.zor8 1.200.ooo 03.o7.2077 100,ooo

z6.o3.zor8 6oo,ooo
r6.o4.zor8 6oo,ooo
ro.os.zor8 6oo.ooo
zz.os.zotS zr8.ooo
zz.os.zor8 6oo.ooo

Total rq.zz-q.tr8 rs.as8.oo8

2

Amount
Bank Statement
Date Amount

Bank
Statement Date

iu.ooo07.o9.2017 r56,500 zg.tt.zot6
105.ooo24.LO.2017 156,500 24.O3.2O17

101.500z6.o4.zot7
ro6.soo30.O5.2Or7

313.OOO 6z6,oooTotal

(rj
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\PPENDIX III : RECORDING OF TRANSFER^S FROM OTIIER GOVERNMENT ENTITIES

Narne of the
MDA/Donor
Transferring the
firn&

The National Treasury

The National Treasury

Total

Date received Where Recorded/recognized
Total
Tlansfers
durtng thc
Year

Total
Amount -
KES('ooo)

Statement of
Financial
Performance

Capital
Fund R.eccivablesas per bank

statcmcnt
Nature:
Recurrcnt/
Dcvelopment

2,r23,564 9,n53fi
Various Dates
as per App. z Recurrent 19,v53r8 17,651,754

3r3,OOO313,ooo 313,ooo
Variow Dates
as perApp. z

Development

r.r.6<t -.r4z, q13.OOO 2.127.564 2(},o88,3182o.o88.318
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