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I. NATIONAI, TREASURY INFORMATION AND MANAGEMENT
(a) Background Information
The National Treasury was established via the Execr"rtive Order No. 2 of May 2013. 't'he basis for
establishntent of the National Treasury is found irr Article 225 (i) of the Constitution of Kenya
which states tltat an Act of Parliament shall provide for the establishment, lunctions anci
responsibilities of the National Treasury. This has been actr-ralized in Section ll and l2 of the
Public Finance Management (PFM) Act2012.

At Cabirret level, the National Treasury is represented by the Cabinet Secretary fbr Natiorral
1-reasury and Planning, who is responsible for the general policy and strategic direction of the
Ministry with the assistance of the Chief Administrative Secretary.

Vision
"Excellence in economic and public financial management, and development planning"

Mission

"To provide leadership in economic and public financial management, and developmerrt planrring
lor shared grolr,th through lonnulation, implementation and monitoring of economic, flnancial and
developrnent po l icies"

Core Values

l'he National -[reasury is committed to providing quality services to all and is guided by the
following core values: Customer Focus, Results Oriented, Stakeholder Participation.
Professionalism, Accountability, Integrity and Transparency and 'l'eamwork.

Mandatc of the National Treasury

The National T'rcasury derives its mandate from Article 225 of the Constiturti<tn, Pr"rblic [rinance
Management Act 2012 and the Executive Orders No.2/2013 and No.1/2018.'fhc National
'I'reasury will be executing its mandate in consistency with any other legislation as nray be
developed or revier,ved by Parliarnent from time to time.

'l-he core I'urtctions of the National Treasury as derived from the erbove legal provisions include;
e Fornrulate, inrplement and monitor nracro-ecorrornic policies involving expenditLrre and

revcnLle;

. Manage the level and cotnposition of national pLrblic debt, national guarantees and other
fi narrcial ob I i gatiorrs of national government;

. Formulate, evaluate and promote econornic and financial policies that facilitate social and

econornic developrnerrt in conjunction with other national government entities;
. Mobilize dor-nestic and external resources for financing rrational and coutlty government

bud getary reclu irements;
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. Design and prescribe an efficient financial management systenr for the rrational and county
governments to ensure transparent financial managemerrt and standard financial reporting.

r In consultation with the Accounting Starrdards Board, ensLrre that uniform accounting
standards are applied by the national government and its entities;

o Develop policy Ibrthe establishment, nlanagement, operation and winding up of pLrblic funds;

. Prepare the annual Division of Revenue Bilt and the County Allocation of Revenue Bill;

. Strengthen financial and fiscal relations between the national government and coLlnty

governments and encourage support for county governments

. Assist county governments to develop their capacity for efficient, effective and transparent

fi nancial ffranagement; and

. To prepare the National Budget, execute/implement and control approved budgetary resources

to MDAs and other Government agencies/entities.

Rolc of the National Treasury in thc Devolved System of (]overnment

The National Treasury is rnandated by law to:
o Strengthen financial and fiscal relations between the NationaI Government and County

Governments and support for county governments in perforrning their functions;
o Issue guidelines on the preparation of cournty development planning;
. Prepare the annual legislative proposals on intergovernmental fiscal transfers;
. Provide logistical support to intergovernmental institutions overseeing intergovernmental fiscal

relations;
. Coordinate the developrnent and implernentatiorr of finarcial recovery plans for County

Governments that are in financial distress;
. Br-rild capacity of County Governrnerlts on public finance management nratters for efficient,

effective and transparent financial management as rvellas planning, rnonitoring and evaluation
and;

. Administer the Equalization Fund.

(b) Key Entity Information and Management

The National Treasury day-to-day management is under the following key offices;

Office of the Principal Secretary

This office is responsible lor the adrninistration ol the National T'reasury operations. In addition,
the Prirrcipal Secretary is charged with the responsibility of providing advice to the Cabinet
Secretary in order to enhance efficiency and collective responsibility.

Organizational Structure of the National Treasury

The National Treasurry is organized into ioLrr (4) technical Directorates headed by Directors
Ceneral and ( l) Administrative and SLrpport Services Directorate headed by a Principal
Administrative Secretary. Each Director Ceneral is responsible fbr a Directorate comprising a

3lPage
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cluster of Departments responsible fbr related policy functions. The Directorates and Departrnents
are as follows:

Directorate of Iludget, Fiscal and Economic Affairs
The Directorate is headed by a Director General, reporting to the Principal Secretary, National
Treasury. It is organized into the following five (5) Technical Departments each headed by a

Director:
o Budget Department;
o Macro and Fiscal Affairs Department
o Financial and Sectoral Affairs Departrnent;
o Inter-Covernrrental FiscaI Relations Departmerrt
. Public Procurement Department.

Directorate of Accounting Services and Quality Assurance
The Directorate is headed by a Director General reporting to the Principal Secretary, National
Treasury. It is organized irrto the fbllowing lour (4) Technical Departments each headed by a

Director:
. Governnrent Accounting Services;
o lnternal Audit Services Department;
o Financial Management Inforrnation Systems (FMIS)
o NationalSub-CourntyTreasuries.
. Government Digital Payments Unit.

Directorate of Portlblio Management
The Directorate is headed by a Director Ceneral, reportirrg to the Principal Secretary. It is

organized into the following foLrr (4) l-echnicaI Departments cach headed by a Director:
o Government Investment and PLrblic Enterprises;
r National Assets and Liabilities Managenlentl
. Pensions Department.
. Public Private Partnership Unit.
r Public Investment Management Unit

Dircctorate of I'}ublic Debt Management Ofl'ice
'l'hc Directorate is headed by a Director Ceneral, reporting to the Principal Secretary. It is

organized into the following three (3) Technical Departments each headed by a Director:
o Resource Mobilization (Front Office);
r Dcbt Policy, Strategy and Risl< Managenrent (Middle Office);
. Debt Recordirrg and Settlement (Back Oflice).

Directorate of Adrninistrative ancl Support Scrvices (Conrnron Shared Scrvices)
The Directorate is headed by a Principal Adrrrinistrative Secretary, reporting to the Principal
Secretary. lt is organized into twelve (12) spccialized fr-rnctiorrs offering common shared services.
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The common shared services of the National Treasury consist of functions that are not core to the

National Treasury but offer critical support services to the National Treasury.

The functions include:
o Accounting,
o Finance,
. Human Resource Management and Development,
. Central Planning and Project Mor.ritoring,
. Supply Chain Management,
. Legal,
o PublicCommunications,
. GeneralAdministration,
. RecordsManagerrrent;
r Internal Audit:
o ICI-
. Government Clearing Agency

(c) Fiduciary Managcment
The key managenlent personnel who held office durirrg the firranciaI year ended 3Oth June 2020
and who had direct fidLrciary responsibility were:

S/No Designation Name
I Principal Secletaly Dr. Julius Muia, PhD, CBS

2 Prirrci pal Adrni rristrative Secretaly Mr. Amos Gathecha, EBS

3 Ag. Director Ceneral, BFEA Mr. Albert Mwenda, HSC

4 Director Ceneral, Accountirrg Services Mr. Bernard Ndung'u. MBS

5 Ag. Director Ceneral, PIPM Eng. Stanley Kamau

6 Director General, PDMO Dr. Haron Sirma, OGW

l Director, Macro arrd Fiscal Affairs Depaftment Mr. Musa Gathanje

8 Director, BLrdget Deparlment Mr. Francis Anyona, OCW

9 Director, Finarrcial arrd Sectoral Aflairs Departnrerrt Prof. Galgalo Baral<o

r0 Director, Public Procurernerrt Deparlrrent Mr. Eric Korir

Mr. Alberl Mwenda, HSCll Director, Intergoverrrmeutal Fiscal Relations Department

t2 lnternal ALrditor Ceneral Mr. Alfayo Mogaka

I
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r3 Ag Director, Goverrrment AccoLrnting Services Depaltment Mr. Jona Wala

l4 Ag Director, National Sr-rb County l'reasr,tries Mr. Francis KariLrki

r5 Director, Financial Management Information Systenl Mr. Stanley Kamanguya

l6 Ag. Director', PLrblic Private Partnership Unit Mrs. Veronica Okotlr

17 Director, National Assets and t,iability Management Mrs. Beatrice Gathirwa

l8 Director, Governmerrt lnvestment and Public Enterprises Mr. Kennedy Ondieki

l9 Director, Pensions Department Mr. Michel Kagika, EBS

20 Director, Resource M obi I ization Depal'tnretrt Mr. Moses Kanagi

21 Director, Debt Policy, Strategy and Risk Management
Deparlment

Mr. DanielNdolo

22 Ag Director, Debt Recording and Settlement Depaftment Mr. Ceorge KariLrki

23 Senior DepLlty Director of Administration Mr. Boniface Simba, OGW

24 Ilead, Accounts Divisron Mr. Nemwel M. Motanya

25 Head, Finance Mr. Kimathi Mugarnbi, HSC

26 Head, SCM Mr. Aggrey kituyi

27 Head, Internal Ar.rdit Unit Mr. Esther Ngeru

28 Director, Human Resor.rrce Management and Development Ms. Susan Mucherr-r

29 Ag Director, Irrformation Comrnunication and Technology Mrs. Lynn Nyongesa

30 Head, Central Planning and Project Monitoring Unit Mr. Antony Murir-r

31 Head, PLrbl ic Communicatiot-ts Mr. Robert Chepkworry

32 Proglamr.ne Coordinator', PLrblic Financial Management
Reforrn Secretariat

Mr. Julius Mutua

33 Director, Covernrnent Clearing Agency Mr. Felix Ateng

34 Head, Exchequer Operatiot-ts Ms.JaneWNMachana

(d) Fiduciary Oversight Arrangements

To manage the fidLrciary risl<, the National Treasury has put in place fiduciary clversight

arrangemerrts includirrg setting up committees. The key oversight arrangernents include:
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Internal Audit Unit
The NationaI Treasr"rry has an internal Audit Unit charged with the responsibility of identifying
risks in the nranagement and day to day operations of the Ministry through the risk based audits.
The Unit reports directly to the accounting officer on a regular basis.

Audit Committees

ln lirre with the Pr"rblic Finance Management Act, the NationaI Treasury has established a

MinisteriaI ALrdit Committee comprising five members, three of whom are independent. 'l'hc

Committee provides overall oversight and quality assurance including follow up on the
effecti veness o f i rnp lementati on of aud it recommendations.

Further, the National Treasury established an audit committee comprising officers from all
departments of the Ministry, under the chairmanship of the Senior Chief Finance Officer. l'hc
Committee reviews and analyses all audit queries and makes recommendations on how to reduce
fiduciary risl<s. In addition, the comrnittee prepares responses to all audit queries for presentation
to the relevant committees of parliament.

Pro.ject Implementation Committee

To nronitor the implementation of the Government's Infrastructure Projects, the National -freasury

has established a Project Steering Committee Comprising Principal Secretaries frorn implenlenting
Ministries and appointed a technical committee comprising officers from the technical departments
of the Ministry. 'l-he Cornrnittees review and analyse the progress made by ministries in the
implernentation of dornestically and exterrrally funded projects and advises accordingly.

Parlia mentary Activitics

ln order to eff'ectively manage the parliarnentary activities relating to the Ministry, the National
Treasury has establisl.red a Comrnittee and designated a Iiaison officer to coordinate the activities
under the Office of thc Cabinet Secretary in consultation with the Office of the Chief
Adm i n istrative Secretary.

Dcvelopment Pa rtncr Ovcrsight

'[o effectively nranage OI'flcial Developrnent Assistance to the Government, the National 1'reasLrry

has under the Public Dcbt Marragement a Departrnent responsible for all matters relatirrg to

Developrnent Partners.'fhe Department has various Units that coordinate different developrnerrt
partner activities in the Country.

Other fidurciary oversight arrangerrents inclr"rde the following committees with specific objectivcs;

Top Managcmcnt ancl Scnior Management Committees

TlPi:ge
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To rronitor the irnplenrentation of the Ministry's programmes and performance, the National
Treasury has appointed Top Management and Senior Management Committees comprising of
Directors Ceneral arrd lleads of Departments respectively. The Committees receive reports from
deparlments, burild consenslls on National Treasury responses to emerging issues, challenges and

risks and enslrres that the decisions made are implernented in a timely manner.

Public Financial Management Sector Working Group

To facilitate the implemerrtation of financial management reforms, the National Treasury ltas

appointed senior officers to the Public Financial Management Sector Worl<ing Gror"rp. 'fhe

Committee plays an oversight role in the implementation of financial reforms in the public service

in collaboration with the development partners.

Iludget Implement:rtion Steering Committee

In order to effectively monitor the irnplernentation of the NationaI Governtnent budget

implementation, The National Treasury has established a steerirrg Committee Chaired by the

Cabinet Secretary, National Treasury and Plannirrg. The Principal Secretaries for the National

Treasury and State Departrnent of Plarrnirrg provide generaI oversight in the BLrdget

implementation.

Budgct Implementation'fechnical Comntittee

The Committee is chaired by the Principal Administrative Secretary and comprises the Directors

General and various t'leacis of Department. 'fhe Cornmittee is responsible for monitoring the actual

irnplementation of tltc identified measures and progral'nmes arrd reporting detailed progress on the

same regularly.

Budgct Implemcntation Ministerial Committee

To monitor the irnplerne ntation of the Ministry's budget, programmes and activities, the National

Treasury has appoirrtcd a comrnittee comprising of officers from all the Departments of the

Ministry. 'fhe Cornmittee reviews and analyses the progress made by Departments in the

implernerrtation of bLrdget and the planned prograrnrnes and activities and advises the managemetlt

accordingly.

Monitoring and Evaluation

The Ministry r-rndertal<es rnonitoring and evaluation exercises to establish progress rr,ade in the

intplementation of various programmes and projects including those that are [r"rnded by the

development partners.
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(e) The National Treasury Headquarters
P.O. Box 30007- 00100,
Treasury Building,
Harambee, Avenue
Nairobi Kenya

The National Treasury Contacts
Te lep hone : (25 4)020 -225229 9

Emai I : info@treasury. go.ke
Website: www.treasury. go. ke

(f) 1'he National Treasury Bankers

Central Banl< of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(g) Independent Auditors

Offlce of the Auditor General
Anniversary Towers, University Way
P.O Box 30084
GPO 00100
Nairobi, Kenya

(h) Principal Legal Adviser

J'he Attorney General
State Law Office
I-'laranrbec Avenue
P.O. Box 40112
City Scprare 00200
Nairobi, Kenya
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II. FOREWORD BY THE CAI}INE'T SECRETARY
The National Treasury is mandated to coordinate economic and financial management of the
country in accordance with section l2 of the Public Finance Management Act,2012. Overall, the
National Treasury has strived to maintain a policy environment that is conducive to economic
groMh and development of the country. As a result of consistent implementation of bold economic
policies, structural reforms and sound macroeconomic management, the economy rernained strong
in 2019 expandingby 5.4 percent compared to a growth of 6.3 per cent in2018. The growth was
spread across all sectors of the economy but was more pronounced in service-oriented sectors
including Financial and Insurance as well as in Real Estate sub-sectors. However, there was a

slowdown in agricultural activities due to suppressed long rains in key agricultural zones. In the
first quarter of 2020, economic performance in most sectors slowed down compared to the
corresponding quarter of 2019. Real CDP grew by a.9 per cent during the review period compared
to 5.5 per cent growth in the first quarter of 2019. The economy was affected by the uncertainty
Surrounding the corona pandemic that was already slowing economic activity in most of the
bountry's rrrajor trading partners. Additionally, the economic slowdown in fourth quarter was
aggravated by 9.3 per cent contraction in Accommodation and Food Service activities on account
of Corona Virus containment measures instituted in our major tourist source markets.

re 1: Annual Percen Economic Growth Rates in 2019

Dato Source: Kenya National Bureou of Statistics, MTP III

Despite the difficult circumstances faced last year, the country was able to preserve
macroeconomic stability with inflation, interest rates and exchange rates remaining largely stable.

Year-on-year overall inflation rate remained within the Government target range of 5+l-2.5 percent
at4.6 percent in Jr.rrre 2020 down from 5.7 percent in June 2019. This was supported by improvirrg
food supply leading to lower lood prices due to favourable weather conditions and lower
internationaI oil prices. Similarly, overalI annual average inflation remained within Government
target range at 5.5 percent in.lune 2020 compared to the 5.2 percent recorded in Jr"rne 2019.

By the end of June 2020, Total revenue collected, inclusive of the ministeriaI A-l-A, recorded an

annual growth of 1.9 percent, a decline frorn a growth of ll.7 percent recorded in June 2019. The
decline is attributed to the difficult operating environment dr"re to the Covid-19 pandemic which
adversely affected revenue performance especially in the fourth quarter.
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ln order to ensure increased efficiency, stability and access of the financial sector, the National
Treasury published the Public Finance Management (amendments) Bill,2020.The Bill which was

assented to by H.E, the President seeks to establish the Credit Guarantee Scheme for Micro, Small

and Medium Enterprises (MSMEs) in Kenya. The Bill will enable the government to give its

undertaking to participating financiers that in the event of a default on loans advanced to MSMEs,
the government will pay part of the loan in default. Targeted credit supportto MSMEs will lead to
growth in output with the potential to uplift the lives of many Kenyans through job creation.

In terms of budget performance, the National Treasury expenditure stood at Kshs.73.810m against
an approved budget of Kshs.77.973n. translating to an overalI absorption rate of 95%. The

National Treasury irnplemented the 2019120 budget within four economic
classifications/prograrnmes. These rvere General Administration, Planning and Support Services,
Public Financial Management, Economic and Financial Policy Formulation and Managernent, and

Market Competition and Creation of an Enabling Business Environment. As demonstrated in the

bar chart below, the Marl<et Competition Programme had the highest absorption al 100Yo f,ollowed

by General Administration, Planning and Support Services at960/o, Economic and Financial Policy
Formulation and Management (92%) and Public Financial Management Programme at860/o.

GDP growth rate by Sectors in 2018
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The 100% absorption rate in Market Competition and Creation of an Enabling Business

Environment prograntme is attribLrted to transfers to Semi Automonous Government Agencies
(SAGAs) urrder the National TreasLrry rvhich itnplemented this progranlme.

The lowest perl'orntarring prograr'nme is Economic and Financial Policy Forrnulation and

Managernent aI86%o. This is attribLrted to urrderperformance irr absoprtion irr sub-classifications of
Routine Maintenance (7%) and AcqLrisition of Capital Assets (4%) which was mainly due to
scaled down activity as a result of,COVID l9 related adjustments.
Other key achievements during the period under review are as follows;
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A frarnework for processing of tax exen.rptions and waivers was developed.'lhe framework will help in rnanaging
the tax expenditures.

A Draft Sovereign Wealth Fund Bill and Policy that establishes a frar.uework for managing revenues lronr
minerals. oil and gas was developed and submitted to the AG for legal drafting.
To enhance revenue collection, the Finance Act,20 l9 was developed and enacted by Parliament. In addition, the
current [ncome Tax Act was reviewed and a new Income Tax Bill developed and submitted to parliament.

The Tax Procedures Act,20l5 (TPA) was also amended through the Finance Act to simplify declaration and
remittances by taxpayers,

In order to promote financial inclusion and a cr,rltr,rre of savings among the lower income groups/informal sector
workers, the National Treasury issued a MAkiba bond trancl.re worlh Ksh 500 million during the period under
review. The tranche attracted subscriptions worth l(sh 263 million or approxinlately 52.60/o success rate. In
addition, the National Treasury formulated Kenya's Public Debt and Borrowing Policy which was approved by
Cabinet. The Policy provides for guidance on debt management and contracting of new public debt, ensures value
for nroney fi'om debt funded programmes and safeguards debt sustainability.

The emerging issues that have impacted the operations of the National Treasury include;
o The outbreak of COVID-l9 pandemic affected achievement of targets due to delay and disruption of the

policy makirrg process especially in public parlicipation arrd change of priorities arising from the urgent need

to contain the spread of COVID-19.
. The global political landscape such the Brexit affected attainrrent of soure of the targets.
o Some o1'the challenges the National Treasury faced while implernenting the 2019/20 budget include:-
. Lack of adequate funds to finance allthe budget reqLrests by Ministries, Depaflnrents and Agencies.

Low absorption of Official Development Assistance (ODA).
lnadequate staff capacity in some key technical Departments.

To surmount the above challenges and ensure successful inrplementation of the National Treasury goals arrd

objectives, the Ministry undertook the following: -

Domestic borrowing to plug the financing gap created by non-performing revenue.

Expenditure reduction strategies such as austerity nreasures and a ban on new projects to ensure available
money is used in completing old projects.

Enhanced the Covernment's cash management system to avoid undue pressure on payment flows and interest
rates, and reduce borrowing costs for the gove|nnrent and the private sector.

Promoted the Public Private Partnership initiatives to flnance governnrent capital projects.

Engaged other developments paftners for concessional loans and grants as well as pursued strategies to
fi nance governlnent proj ects.
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I. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES

Introduction

Section 8l (2) (f) of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the Accounting officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector

Accor"rnting Standards Board includes a statement of the national government entity's performance
against predetermined objectives. The key development objectives of the MDA's 2018-2022 plan

are to:-

(a) strengthen organization capacity for quality service delivery
(b) errhance mobilization, allocation and utilization of public resources.

(c) ensure stable and sustainable macro-economic environment.
(d) ensure market structures that encourage competition and orderly conduct of business

Progress on attainment of Strategic development objectives
Iror purposes of implementing and cascading the above development objectives to specific sectors,

all the development objectives were made specific, measurable, achievable, realistic and time-
bound (SMART) and converted into development outcomes. Attendant indicators were identified
for reasons of tracking progress and perforrnance rleasurement: Below we provide the progress on

attainirrg the stated objectives:

13lPage

MDA
Proqra m

Objective 0utcome lndicator Performance

General
Adrlinistration,
Planning and
Support
Services

Strengthen
organization
capacity for
quality serv ice

delivery

Efficient and
effective service
delivery

o% improvement
in service
delivery

Fixed lifts for Birna
House, Installed
CCTVs, refurbished
two floors, promoted
staff and launched the

PSSS Pension
Scheme.

Public
Financ ial
Marragement

Enhance
mobilization,
allocation and

utilization of
pLrblic resources.

Transparent and

acco untab I e

management of
public resoLrrces

Public
Procurement
Regr"rlations

Developed PPDA
regu lations

Consolidated
Annual
Accounts

AnnuaI accounts
prepared

Arrnual national
budget
presented to
Parliament by

Budget presented to
parliament
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3Oth April

Economic and
Financial
Policy
Formulation
and
Management

Ensure stable and
sustainab Ie

macro-ecorronn ic
environment.

Stable
macroeconomic
environment for
economic
growtlr

Real GDP
growth rate (oh)

5.4 %

Inflation rate
(%)

4,6%

Months of
import cover

5.0 months ol'import
cover

% of fiscal
deficit

8.2% of,GDP

Market
Competition
and Creation ol'
an Enabling
Business
Environment

Ensure rnarl<et

structures that
encourage
competition and

orderly conduct
of business.

Sustained high
prodLrctivity and
competitive
rnarkets

Percentage of
consumer
complaints
investigations
concluded

80% of the consurner
complaints
i nvesti gated

CORPORATE SOCIAL IIBSPONSIBILITY STATEMENT/SUSTAINABILITY
REPOIITING

The National Treasury exists to transforrn lives. This is our purpose; the driving fbrce bchind
everything we do. It's what guides r"rs to deliver our strategy, which is founded on the following
core values: customer/Citizen first, delivering relevant goods and services, and improving
operational excellence. Below is a brief hightight of our achievements in each pillar.

Sustainability strategy ancl prolile -
To ensure economic sustainability, the National 'freasury has pr"rt in place several measLrres geared
towards protecting the econorny and its citizens against major economic shocks. Sonre ol'them
include; reduction of VAT and review of income tax to cushion citizens during the COVID 19

pandemic, reorganized the bLrdget to reflect the realities of the current situalion and to nlanage
expenditure arnong others. Coing lorward into the medium term, the Covernment will continue in
its fiscal consolidation path with the overall fiscal deficit being rnaintained broadly at the levels
outlirred in the Budget Policy Statement (BPS). This will ensure debt is rnaintained within
sustainable levels. The fiscal deficit is expected to decline from7.7 percent of GDP irr FY 20l8ll9
to 3.3 percent by FY 2023124. This deliberate fiscal consolidation plan also resonates well with the
East African Monetary Union's (EAMU) protocol target ceiling of 3.0 percent of GDI']. To achieve
this target, the Government will continue to restrict growth in recurrent spending and double its
effort in dorlestic resource nrobilization. Irr the FY 2019120, the Government implemented a raft
of tax policy measures throLrgh the Budget Policy Statement, the Tax Amendment law and the
Finarrce Act,20l9. In addition, the modernized Irrcorne Tax Bi[[ currently undergoing legal
draftirrg, "vill also ease administrative bottlerrecks, improve compliance and boost revenue
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collection, thereby sLrpporting the governnrent's fiscal consolidation efforts. Further, the
establishn-rent of Public Investment Management (PIM) Unit at the National Treasury continues to
play a great role in enhancing efficiency in identification and implementation of priority social and

investment projects, This takes into account the Government's efforts to increase efficiency,
elfectiveness, transparency, and accountability of public spending. In particu lar, the

implementation of PIM regulations under the Public Finance Act will streamline the initiation,
execution and delivery of public investment projects. It will also curtail runaway project costs,

eliminate duplications and irrprove working synergy among implementation actors f,or timely
del ivery of developrnent proj ects.

Environ mental performa nce

The National Treasury has constitlrted a Comrnittee cornprising officers from the key Departnlerlts
of the Ministry to oversee all rrratters relating to environmental sustainability. The Committee has

since developed a mirristerial policy on the sarnc in line with the National Policy on envirorrmental
management.

Employee welfare
Employee welfare is critical for eff'ective implernentation of the programmes and projects of an

organizatiorr. Noting the irnportance ol human resources, the National Treasury has a Departnlent
established to handle [-luman Resources Management and Development. The Ministry has also
established a FIuman Resource Management Advisory Committee that process all the prornotions,
discipline, training, appraisal and general employee matters in Iine with the Public Service
guridelines and procedures. In addition, a Cornrnittee on occupational safety and health has been

established to fo[[ow urp of the safety conditiorrs in the work place. In order to ensure attracting and

retaining competent olficers, the National Treasury continued to conduct capacity and trainirrg
needs assessments 1'or 201912020 -202012021 as wellas development and implementation of the
trainirrg projections plan to fi ll skills gaps. In addition, the National Treasury continued to

impler-nent succession nranagerrent plan by declaring number of the posts to be filled under the

delegated powers and continually irlplerxenting the provision of the guidelines on the policy on

advancement to the next grade at tl-re errtry leveI in the scheme of service and inrplernentation ol-

the Ar-rthorised offioers and the PSC dccisions. Further, the importance of knowledge rnanagernent
was reinlorced through: iderrtification ol data needs and data gaps; preparation of a database of'
sources of lcnowledge across all levels in the State Department, preparation of a comprehensive
report on patterns, trencls arrd attributes ol the processed data and information in thc State

Department; preservation and sharing oll<novvledge as well as application of knowledge to policy
and problerl solvirrg rvithirr the National 'f reasury.

Under the Youth Internship and Attachment programrne, the National Treasury nrarraged to place

[06 studerrts under attachment and 9l stuclents under the internship programrne spearheaded by the

Public Service Commission dr"rrirrg the period under review.
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Market place practices
The National Treasury is responsible for promoting fair trade practices in the economy, To ensure
effective implementation of this function assigned by the ConstitLrtion, one of the programmes
implemented by the Treasury is ensuring that existing market structures encourage competition
and orderly conduct of business in order to support high productivity and competitive markets. In
addition, the National Treasury developed the Public Procurement and Asset Disposal Regulations
to guide the procurement function in the public Sector.

pnder the programme of Access to Covernment Procurement Opportunities (AGPO), the National
Treasury allocated Ksh.304 million worth of procurement opportunities to the vulnerable groups
namely women, youth and people with disabilities during the period under review.

Community Engagements
To mitigate technological hazards, terrorism, fire and natural disasters, the National Treasury
engaged a professional security services firm contracted for purposes of enhancing security in the
Ministry. It also installed and commissioned CCTV cameras at the Treasury Building and
maintained firefighting facilities maintained at the premises in collaboration with the State
Department for Public Works.

'f6lPase
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III EQUALISATION FUND INFORMATION AND MANAGEMENT

a) Background Information

The Equalisation Fund is established urrder article 204(l) of the Constitution of Kenya and is

administered under the National Treasury as per the Public Financial Management Act, 2012 and

its Guidelines on the adrninistratiorr of tlre Equalisation Fund gazette notice no. 1711 of l3th
March 2015.

The National Treasury was established via the Executive Order No. 2 of May 2013. The basis for
establishment of the National Treasury is found in Article 225 (i) of the Constitution of Kenya
which states that an Act of Parliamerrt shall provide for the establishrnent, functions and

responsibilities of the Natiorral Treasury. This has been actLraliz-ed in Section ll and l2 of the
Public Finance Management (PFM) Act2012.

o Vision
An institution of excellence in econonric and pLrblic financial management.

. Mission
To prornote economic transformation for shared growtll through forrnulation, implementation and

monitoring of prudent economic and financial policies at national and county levels ol'
government.

. Core Values
The National Treasury is committed to providing quality services to all and is guided by the

lollowing core values: Customer Focus, Results Oriented, Stakeholder Participation,
Professionalism, Accountability, Integrity and Transparency,'['eamworl< and Staff as key asset and

Equity, Fairness and Inclusion.

b) Opcration and reporting under the Equalisation Fund

T'[re purpose of the Equalisation Fund is to provide basic services including water, roads, health
facilities and electricity to rnarginalised areas to thc extent necessary to bring the quality of those
services in those areas to the level generally enjoyed by the rest of the nation, so far as possible.
The Constitution under Article 216(4) obligated the Comrnissiorr on Revenue Allocation to
deternrine, pLrblish and regularly revierv a policy in which it shall set out the criteria by which to
identify the margir.ralized areas. This policy was approved by Parliament in December,20l4 and

stated that the policy shall be eff'cctive for three financial years l'rom the date of its approval. This
rreans that the cLrrrent policy is applicable for the finarcial years 201412015,201512016 and

201612017.
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The marginalization policy iderrtified fourteen (14) counties to benefit from the Furnd for the first
three years namely: Turkana; Mandera; Wajir; Marsabit; Sarnburu; West Pokot; Tana River;
Narol<; Kwale; Garrisa; Kilifi; Taita'Iaveta; Isiolo and Lamu.

Article 204 (l) requires that one half per cent (0.5%) of all the revenue collected by the National
Covernment each year calculated on the basis of the most recent audited accounts of revenue
received, as approved by the National Assernbly be paid into the Equalisation Fund. As at 30tl'

June 2017 the total accumulated entitlement to the Fund for the financial years 20lll20l2 to

201812019 are estimated at Kshs 45,044,075,762.71 as shown in the table below:

To date, a total of Kshs. 12,400,000,000.00 has been appropriated and transferred to the

Equalisation Fund account. Due to a Court ruling that declared the Equalization fund regulations

rrullarrd void tl.rere has been no any disbursernent during the Firrancial year 201912020.

. Financial reporting requirements

The National Treasury is responsible for preparation of the reports relating to the Fund and

submitting to the ALrditor-General and a copy of the statements to the National Treasury,
Comnrissiorr orr Revenue Allocation and the Controller of Budget not later than three months alter
tlre end of each financial year pursuant to Section24 of PFM Act,2012,

This report covers the operations of the Equalisation Fund for the financial year ended 30tl'June
2020.

c) Key Management

o The Equalisation Fund Advisory Board

An Eqr,ralisation Fund Advisory Board was established pursr.rant to Section 4.1 o1'the Guidelines
on the adrninistration of the Equalisation Fund, 2015. The Board is mandated to advice the Cabirret
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Finhncial Year l

Audited and approved
revenues

Kshs

Equalisation Fund Entitlement (0.5% of
most recent audited and approved

revenues)
Kshs

20n12012 465,811,210,150.00 2,329,056,0s 1.00

201212013 526,653,500,000.00 2,633,267 ,500.00
201312014 526,653,500,000.00 2,633,267 ,500.00
201420t5 773,015,500,000.00 3,865,077,s00.00
20tsl20t6 773,015,5 00,000.00 3,865,017 ,500.00
201612017 1,307,740,463,286.98 6,538.702,3 16.00

201712018 2,138,288,059,568.45 10,69 I ,440,297 .84

20t812019 2,497 ,637 ,419,57 4.95 12,488,187 ,097 .87

Total 9,008,815,152,580.38 45,044,075,7 62.71
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Secretary on the proper and effective performance of the Fund. The Board consists of the
following members:

(a) The Principal Secretary for the time being responsible for matters relating to finance who is
also the Chairperson;

(b) The Principal Secretary for the time being responsible for matters relating to devolution
and planning or his or her representative;

(c) The Principal Secretary for the time being responsible for matters relating to water or his or
her representative;

(d) The Principal Secretary for the time being responsible for matters relating to roads or his or
her representative;

(e) The PrincipaI Secretary for the time being responsible for matters relating to health or his
or her representative;

(f) The Principal Secretary for the time being responsible for rnatters relating to energy or his
or her representative;

(g) The Principal Secretary for the time being responsible for matters relating to national
coordination or his or her representative; and

(h) Four other members of either gender appointed by the Cabinet Secretary from outside the
public service.

o The Administrator of the Fund

The Director Ceneral Budget and Economic Affairs has been designated as the Administrator of
the Equalisation Fund pursuant to Section 24 (5) of the PFM Act,2012that mandates the Cabinet
Secretary to the National Treasury to designate a person to administer a national public fund.

The Administrator of the Fund is also the Secretary to the Board with the responsibilities of
arranging the business of the Board's meetings, keeping records of the proceedings of the Board,
and perforrns such other duties as the Board may direct.
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IV STATEMENT OF TI{E MANAGI,MENT'S RESPONSIBILITIES

Section 8l (l) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer for a National Government entity shall prepare financial
statements in respect ol'that entity. Section 8l (3) requires the financiaI statemerrts so preparcd
to be in a form that complies with relevant accor;nting standards as prescribed by the I'}ublic
Sector Accounting Standards Board of Kenya from time to time.

The Accourntirrg Officer in charge of The National Treasury is responsible for the preparation arrd

presentation of the Equalisation Fund flnancial statements, which give a true and fair view o1'the
state of affairs of lrLrnd for and as at the end of the financial year (period) ended on June 30,

2020. T'his responsibility inclr.rdes: (i) maintainirrg adequate financial management arrangements
and ensuring that these corrtinue to be effective throughoutthe reporting period; (ii) maintaining
proper accounting records, which disclose with reasonablc accuracy at any time the statlrs of the
FLrnd by the National Treasurry; (iii) designing, irnplementing and rnaintaining internal controls
relevant to the preparatiorr and fair presentation of the revenue report, and ensuring that they are

free from material misstatements, whether due to error or fraud.

The Accounting Officer irr ohargc of The National Treasury accepts responsibility for the

Equalisation Fund, which has been prepared on the Cash Basis Method using appropriate
accounting policies in accordance with International Public Sector Accounting Standards (IPSAS)
and relevant [ega[ frameworl< o{' the Government of Kenya. The Principal Secretary is of the

opinion that the financial statements of the Equalisation Fund gives a true and fair view of the

performance of the Fund during the financial year ended June 30,2020.The Principal Secretary in

charge of -fhe National Treasury lurlher conljrms the completeness of the accounting records
r-naintained for the Fund, whicl-r have been rclied upon in the preparation of this report as well as

the adequacy of the systerns of, internal financial control.

The Accounting Officer confirms that thc lrund has complied fully with applicable Covernrnent
Regulations. FLrfther the Accounting Olficer confirrns that this report has been prepared in a lorn-t

that cornplies with relevant accourrting standards prescribed by the Public Sector Accounting
Standards Board of Kenya.

Approval ol' thc Financial Statcments

The financial staternents oI the llqLrali

olTl cer orr . . . . I lt! ::.Y*.>yy........... . . .

sation Fund were approved and signed by the AccoLrtting
2021.

(U*l'
AIbert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury

us Muia, PhD, CBS
Principal Sccretary,
The National'f reasury

20 ll'agc
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V. nBpoRT oF THE AUDIToR GENERAL oN THE EQUALIZATION FUND
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Telephone: +254-Qo) 121 40oo
E-mail : info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

En hanc i ng A ccou rr ta bi I i h'

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 30o84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON EQUALISATION FUND FOR THE
YEAR ENDED 30 JUNE, 2O2O - THE NATIONAL TREASURY

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Equalisation Fund set out on
pages 22 to 30 which comprise the statement of assets and liabilities as at 30 June,
2020, and statement of receipts and payments, statement of cash flows and statement
of comparison of budget and actual performance for the year then ended, and a
summary of significant accounting policies and other explanatory information in

accordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the Public Audit Act, 2015. 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.

In my opinion, the financial statements present fairly, in all material respects, the
financial position of Equalisation Fund as at 30 June, 2020, and of its financial
performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme
Audit lnstitutions (!SSAls). I am independent of the Equalisation Fund Management in
accordance with ISSAI 130 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. There were no key audit matters
to report in the year under review.

t-1
)' -{.
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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 matter described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, ! confirm that,
nothing else 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

Non-Compliance with the Constitution and the Law

The statement of receipts and payments for the financia! year 201912020 reflects nil
receipts as there was no budget provision to the Fund. Further, the Equalisation
Fund's !nformation and Management Report indicates Fund accumulated entitlement
of Kshs.45 ,044,075,763 over the last eight (8) years (201112012 - 201812019) based
on 0.5o/o of the most recent audited and approved revenues. However, only
Kshs.12,400,000,000 or 27.5o/o of the entitlement had been appropriated and
transferred to the Fund account contrary to the provisions of Article 204(1) of the
Constitution which requires that one half per cent of all the revenue collected by the
National Government each year calculated on the basis of the most recent audited
accounts of revenue received, as approved by the National Assembly shall be paid
into the Equalisation Fund.

Further, out of the appropriated and available funds of Kshs.12,400,000,000, only an
amount of Kshs.10,116,573,051 or 82o/o has been disbursed to the implementing
Ministries, Departments and Agencies (MDAs) to fund projects in the beneficiary
Counties while the remaining balance of Kshs.2,283,426,949 is held in the Fund bank
accounts. Management has attributed lack of disbursements to a court ruling on
Petition No. 272 of 2016 dated 12 November, 2019 that declared the Equalisation
Fund Guidelines,2015 null and void. However, in the absence of disbursements, the
Fund may not realise its intended objectives of providing basic services to the
marginalised areas to achieve equality and equity in the provision of basic services
with other regions.

The audit was conducted in accordance with ISSAI 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 ofthe Auditor-General on Equalisation Fund For the year ended 30 June, 2020 - The National Treasury
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. 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 overall
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
(Cash Basis) and for maintaining effective internal controlas 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
Fund's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
Management is aware of the intention to terminate the Fund or to cease operations.

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

Report ofthe Auditor-Generql on Equalisation Fund For the year ended 30 June, 2020 - The National Treasury
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Aud 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 PublicAuditAct,20l5 and submitthe 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, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, 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(1Xa) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in

the internal control that might be material weaknesses under the 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 National Treasury policies and procedures may deteriorate. i ,, i
As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

o
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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 applicable 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 Fund's ability 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
Fund to cease to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financialstatements,
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 the Equalisation Fund to express an opinion on the financial
statements.

Perform such other procedures as I consider necessary in the circumstances

a

a

a

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, related safeguards.

AUDITOR-GENERAL

Nairobi

181,,1t,ay,2021

Report ofthe Auditor-General on Equalisation Fund For the year ended 30 June, 2020 - The National Treasury
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VI. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED

3oth JUNE 2020

Receipts

Receipts from National Treasury I

Total [tecelpts

Payments and transfers

Transfer to Implementing MDAs (2,466,41 1,814.45)

Total Payrnents and Transfer (2,466,417,814.45)

Surplrlrs/Deficit (2,466,411,814.45)

The notes on pages 26 and27 form an inte
has been reviewed and approved on.....1.1

gral part of these financial statements. This statement
lI. i:.r.r:1....2021 by the following:

u li s Muia, PhD, CBS
Principal Secretary,
The National Treasury

(tl^J
Albert Mwenda, IISC
Equa lisation Fun d Administralor
The NationalTreasury

22lt'age I:inancial Statement
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VII STATEMENT OF ASSETS AND LIBILITIES AS AT 30th JUNE 2()2O

Financial Assets

Cash And Cash Equivalents
Fund Account 2 2,161,178,048.55 2,l6l,l 78,048.55

Equal isation Fund Secretariat Account 2 122,248,900,00 122,248,900.00

Total Cash And Cash Equivalent 2,283,426,948.55 2,283,426,948.55

Accounts Receivables

Total Financial Assets 2,283,426,949.55 2,283,426,948.55

Financial Liabilities

Net Financial Assets 2,283,426,949.55 2,283,426,948.55

Represented By

Fund Balance B/Fwd 2,283,426,949.55 4,519,838,763.00

Fund Deficit for the year (2,466,41 I ,8 14.45)

Prior Year Adjustment 230,000,000.00

Net Financial Position 2,283,426,949.55 2,283,426,948.55

The notes on pages 26
has been reviewed and

and27 form arr integra
approved on... .11.1h.

Julius Muia, PhD, CBS
Principal Secretary,
The National Treasury

I part of these financial statements. This statement

f1->tiy ....202q by rhe following:

ilL*J,
Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury
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VIII STATEMENT OF CASH FLOW FOR THE YEAR ENDED 30th JUNE 2O2O

Cash Flow from Operating Activities

Receipts for Operating [ncome

Recovery from State Department for Energy 230,000,000.00

Payments

2.466,4 t I,814.45Transfers to irrrplementirrg MDAs

Net Cash FIow from Operating Activities (2,053,426,948.55)

Caph flow from Investing Activities

Cash llow from Borrowing Activities

(2,053,426,948.55)Net increase in Cash and Cash Equivalents

2,283,426,948.55 4,519,838,763.00Cash and cash equivalents at the beginning
of the year

2,283,426,948.55Cash and Cash Equivalent at the end of the
Year

2,283,426,948.55

The notes on pages 26 and27 form an int_egral part of these financial statements. J'his statement
lras been reviewed and approved on. I !l l.Yi. .ft.>*:.11. ....2OZl by the fotlowing:

-)
(il*u

us Muia, l'}hD, CBS
Principal Secretary,
The National Treasury

Albert Mwenda, I{SC
Equalisation Fund Administrator
The National Treasury
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l-or the Financial Year errded 30tr'June 2020

IX COMI'ARTSON OF BUDGET VS ACTUAL PERFORMANCE
The lollowin statelllent summarizes the outturn lnst

Com menta ry,:

As indicated above, no anrount was released during the year 201912020

ill*J,
Julius Muia, PhD, CBS
Principal Secretary,
'fhe National Treasury

Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury

Openinq Balance 2.283.426.948.55

Receipts
Transfer fi'onr the
National 1-reasury 8.5 00.000.000.00 (3.800.000.000 00) 4.700.000.000. ()0

'fotal
8.s 00.000.000.00 (3.80 0.00 0.000.00) :2,283,426"948.55

-l-ra 
ns fe rs

J'ransfers to
implernenting
MDAs 5.019.916.995.00 5.039,9 16,995.00

l'ota I 5.039.9 l 6.9 95.0 0 5,039.9 r 6.995.00
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X SIGNIFICANT ACCOUNTING POLICIES

a) Basis of preparation

The financial statements of the Equalisation Fund have been prepared in accordance with
Intgrnational Public Sector Accor"rnting Standards (IPSAS) Cash Standards as prescribed by the
Public Sector Accounting Standard Board (PSASB).

b) Reporting entity

This report relates to financial operations of the Equalisation Fund. The reporting entity is the
National Treasury.

c) Receipts

Receipts to the Equalisation Fund consist of monies appropriated from the Consolidated Fund by
an App.opriation Act in any financial year. Receipts are recognized when the cash is received in
the Equalisation Fund.

Pursuant to Article 204 (l) and (2) of the Constitution of Kenya, one half percent of all revenue
collected by the national government each year calculated on the basis of the most recent audited
accounts of revenue received, as approved by the National Assembly shall be paid to the
Eq{ralisation Fund.

d) Payments and transfers

Tr4nsfers consist of withdrawal as authorized under arr Act of Parliament that approves the
appropriation of nloney from the Fund. Transfers fi'om the Fund are deposited into the respective
spqnding agencies account.

e) Cash and cash equivalents

Calh and cash equivalents cornprise cash at hand, bank balances and short term deposits in
money market instruments.

0 PresentationCurrency

The financial statements are reported irr Kenya Shillings, being the currency of legal tender in

Kdrrya.
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XI NOTES TO THE FINANCIAL STATEMENTS

l. Receipts from National Treasury
There were no receipts into the Equalisation Fund for the period ended 30th June 2020

2. Bank Accounts

The closing balance as at 30tr' lune 2020 amounted to Kshs 2.28 Billion as reflected in the bank
accounts of the Fund shown below:

Equalization Fund A/C No. 1000183225 2,1 61 . r 7 8,04 8.5 5 2,161,1 78,048.55

122,248,900.00Equalisation Fund Secretariat A/C No. 1000342056 122,248,900.00

Total 2,283,426,948.55 2,283,426,948.55

20t9t2020
Kshs

2A18t2019

Kshs
Description

Equalisation Fund CBK Statement as at 30tr' .Iune 2020 2,161,178,048.55

Equalisation Funcl Cashbooh balance as at 30'h June 2020 2,161,178,048.55

Add:Equalisation Fund Secretariat balance as at 30'h June
2020

122,248,900.00

Total Balance as at 30'h June 2020 2,283,426,948.55
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XII BUDGET ALLOCATION PER COUNTY

crrilr. countv
263, l 63,894.00 35,000,0 00.00 3 I 7,520,000.00 70,000,0 00.00 685,(r83,894.00

lsiolo County
94,000,000.00 l 36,000,000.00 450,300,000.00 I 6,600,000.00 696,900,000.00

Kilifi Countv
3 93,5 18,5 1 9.0 0 I 20,259,87 1.00 l8 I ,72 I ,6 10.00 6,000,000.00 62,000,000.00 763,500,000.00

Kwale Countv
295,000,000.00 l 0,825,000.00 317,475,000.00 77,000,000.00 95,000,000.00 79s,300,000.00

LamI County
3 40,404,300.0 0 l 42,990,000.00 l 78,80s,300.00 60,000,0 00.00 722, l 99,600.00

Ma Countvn1",,
4 70,000,000.00 l 70,600,000.00 300,000,000.00 967,600,000.0027,000,0 00.00

Marse bit county
4 94,274,000.0 0 226,998,000.00 l 48,928,000.00 l 6,000,000.00 886,200,000.00

Nlrok Countv
226,750,000.00 3 l l,845,855.00 270,904, l 45.00 809,500,000.00

754,1 t7,863.00 l I 1,800,000.00 865,9 r 7,E63.00
Samburu Countv

Taita Tavcti
Courltv

r 6s,s00,000.00 I 7 I ,700,000.00 4 14,50 0,000.00 75 I ,700,000.00

Tnnn River
Corrlry

655,000,000.00 I 29,000,000.60 I 5,000,000.00 60,000,000.00 8s9,000,000.60

'furknna county
60s, r 33,332.00 l 2s,000,000.00 320,066,668.0 0 l ,050,200,000.00

349,000,000.00 929,800,000.00
lVaiir counO

500,800,000.00 80,000,000.00

\Vest Pokot

Sec ria t
n istra tlve

r 84,525,000.00 r 64,000,000.00

ffi

4l 7,575,000.00

ffirw,.ffi

ffi{ffi'trffiffi
ffi*..\.itl"-t45.s-;ffi

w,ffi,ffi

766, r 00,000.00

428, I 62,930.40
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I

XIII EQUALISATION FUND EXPENDITURE AND BALANCES FOR
IMPLEMENTING AGENCIES.

Open!4g
Balanie :,' '

FY 2019/2020
Disbursements

Expenditur-e Closing
Balance

Kshs Kshs Kshs Kshs

State department for Water 71,890,899.25 7 r,890,899.25
State department for
Education 2.249.500.00 2.249.500.00

State department for Energy 98,297,334.20 98,297.334.20
State Department for
I nfrastructure r 52,500,000.00 r 52,s00,000.00

Ministry of Health 583,596.t77.65 583.596.t77.6s
State department for
Irrigation 36s,178,64r.60 365.1 78,64 r .60

State department for
Vocational and Tech 6,8 r3,780.20 6,8 13,780.20

Total I,280,526,332.90 1.280.526,332.90
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OGRESS ON FOLLOW UP OF AUDITOR'S RECOMMENDATIONS

no noted and outstanding audit matters issues during the previous audits as indicated
below.

XI
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uia, PhD, CBS
I Secretary,
onalTreasury

il,r
Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury
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