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KEY INFORMATION AND MANAGEMENT

Building Trust through Facilitation so as to foster compliance with Taxand Customs Legislation.

To facilitate Kenva's Transformation through Innovative, professional
and Customer-Folused fax edminirirutior.

( Background Information
Revenue Authority (KRA) is a statutory body established by an Act of parliament,

Act Cap 469 of LggS.

ON

VALUES

Trustworthy
Ethical
Competent
Helptul

o)
The

Principal Activities

ty's objectives are the assessment and collection of revenue, administration,of laws relating to and accounting for revenue collected under the Act.
(c)

The

Key Management

a

orr

of the
day-to-day management is under the following key organs;
Commissioner General

Taxes Department
& Border Control Department

te Sr-rpport Services Department
and Enforcement Department

Innovation & Risk Management Department
Service & Board Coordination Department

(d)

The
20

Management

personnel who held office during the financial year ended 3oth June
1 who had direct fiduciary responsibility were:

General John K. Njiraini
Taxes Department Benson Korongo

Border Control Department Julius Musyoki
Support Services Department Ezekiel Saina

tions and Enforcement Department DavidYego
tegy, Innovation & Risk Management Department Mohamed Omar

Services & Board Coordination Department Wairimu Nganga

management
7
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(e) Headquarters

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

(O Contacts

Telephone
Email
Website

(zSd o2o-31o9oo, zStoooo, 315553
callcentre@kra.go.ke, cic@kra.go.ke
www.kra.go.ke

(S) Bankers

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

(h) IndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, UniversitY WaY

P.O. Box 3oo84
GOP ooroo
Nairobi, Kenya

(i) Principal Legal Advisor

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 4oLL2
City Square oo2oo
Naoribi, Kenya
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. BOARD OF DIRECTORS

. Edward Sambili, CBS

has worked in public sector reforms on Result Based Management, policy formulation,and monitoring and evaluation.
directed Kenya 's African Peer Review Mechanism (ApRM), a comprehensive Governancecovering Private and public Sectors reforms.

He has
has
and

experience and track record in executive leadership and management in the public

Dr. RasidAIi

He appointed on 7th November, z
in both Private and public

of Commerce and Industry

ro16. Ambassador Rashid has had an expansive work
Sectors. Worked as a Director of the Kenya Nationai
since July zo16 and as the Co-*irrio".J. ,itlnvuMeat

Worked
2010 to
Masters

She
p
Fellow
for the

as an Ambassador of the Republic of Kenya to Islamic Republic of Iran from AprilApril zor4. He holds a Doctor of Phil6J"eh, (rh^;iln pubiic Administration.of Science (MSc) in Commerce and Bachelor "?i";;;;..

r. I

il
UJ

TI
u

il
U

li

U

Hon. Waruhiu

with honors in Economics from Makerere University, and pursuedtraining ln Managemen t of Higher Education in r She was appointed975the Institute of Politics, Kennedy School of Government, and Harvard University
={-'{

semester in 199o

She has competency
cumentation.

in management of organizations, capacity building and public policyand do

Hon. Waruhiu is an experienced public servant who has served as a Member of theKenyan iament, and more recently served in the Assembly of the revived East Africa

-5
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She has held leadership positions in the Women's Organizations and Civil Society serving as

Chair/Convener of several initiatives in the pro-democracy movement in Kenya.

As a development Consultant in the private sector, she has a wealth of experience in
organization management and analytical skills.

She has also served as a member of the Kenya National Committee of United World Colleges

and as chairperson of the League of Friends Kenyatta National Hospital.

NIr. Evans Kakai

He was first appointed on 3rd October, 2013. He holds a Bachelor's Degree- in Business f
Administration from Catholic University and a Master's of Business Administration Y'

(Strategic Managernent' from University of Eastern 'rnd Southern African N{anager^nt
institule and is also a Uertified Public Accountant of Kenya (CPA-K), Certified Pu-,rc
Accountants of Uganda and Institute of Chartered Arbitrators. He is the Managing Director
of EIC/ Consultants Limited, a consultancy firm offering consultancy services in Kenya,

Uganda, Tanzania and South Sudan. He is a LIN agency Certified Auditor, undertaking donor

co"nfirmation assignments in Kenya, Uganda and South Sudan for various international IIN
Agencies.

He is a reliable and hardworking professional with a practical hands-on approach, who

always perseveres to achieve the best results, with ability to collect and analyse information
and quickly grasp what needs to be done.

Ms. Constantine Kandie

She was appointed on r5s August, 2013. She holds a Masters in Business Adminisiration
Degree Otliketing) from United States International University and a Bachelor's Degree in 

,

Business Administration from the same University. She has wide experi"n." in go;#;.;; €
strategic management and leadership. She has experience in management of staff teams

acrosJa broad spectrum of professionals and specialties in enterprise development.

She has served as Council Member and Chair of Disciplinary Committee, Management

University of Africa (MUA) and as a Board Member, Professional Women Empowered (ILO).

She has also served as a Board Member, Eastern Africai Regional Board-Practical Action
International (Integrated Technology Development Group) and as the Executive Director,

Eastern Africa Grain Council, Coordinator, Economic and Social Development (Soroptimist

International Service Club for Women), Director at World Fair Trade Organisation (WFTO)

and Committee Member and Secretary, Kenya Federation for Alternative Trade (KEFFAT).

She holds a Master's Degree in Business Administration (Marketing).

Mr. Paul Icharia

He was appointed on 7th November, 2q.16. Mr. Paul Icharia is resourceful, detail-oriented
professionut *itt extensive experience in financial services, business development and social

services development.
6
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Mr. Abdi Bare Duale

He first appointed on Srd June, 2ot4. He holds a Master's degree in Businesstion from Edith Cowan University and High School from Penn FosterDiploma

General - Mr. John K. Njiraini, MBS
He was

Office,

He
from the
Institute
Njiraini
between
Deloitte

He has
Public
Board,
others.

ti a,:il:lii:il:i#:ff" (BSc') in Finance, and a Master or Business Administration

,ffi|<ifrtr]r"ffi};1xl.,Il;[<.rffanada (RBC), vancouver BC, and citigroup in,

7
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and skills.

She is the alternate director to the Attorney General.

EX OFFICIO MEMBERS

Attorney General - Hon. Prof. Githu Muigai, FCIArb, MP

He holds a Bachelor's Degree in Law (LLB) from the University of Nairobi, a Master's Degree

in International Law (LLM) from the Columbia University, School of Law, New York and a

Doctorate in Constitutional Law from the University of Nairobi.

He is a member of the Law Society of Kenya, East African Law Society, Commonwealth
Lawyers Association, Institute of Public Secretaries (K), International Commission of Jurists
(ICJ), International Bar Association and a Fellow of the Chartered Institute of Arbitrators
(UK).

He was appointed as Attorney-General of the Republic of Kenya on 29th August, zorr. Prior
to this, he was a senior partner in the law firm of Mohamed Muigai Advocates; he served as

an Associate Professoi of Law of the University of Nairobi, School of Law and a

Commissioner in the Constitution of I(enya Review Commission.

He served as a United Nations Special Rapporteur on Contemporary Forms of Racism, Racial

Discrimination, Xenophobia and Related Intolerance from between zooS and zorr; and as a

judge in the African C-ourt on Human Rights and People Rights between zooS and 2o1o.

He has also served as a Judge in the African Court of Justice.

Mary Ann Muthoni Njau-Kimani

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 is the 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

IJ
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nua

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

Henry K. Rotich is the Cabinet Secretary for the National Treasury. He holds a Master'sin Public Administration (MPA) from the Harvard Kennedy School, Harvard
U He also holds Masters and Bachelor degrees in Economics from the University of

Prior to his appointment, he had worked at the Treasury, Ministry of Finance and
the Bank of Kenya. He had been earlier attached to the International Monetary Fund

local office in Nairobi.

He been a Director of several Boards of State Corporations including; Insurance
Board, Industrial Development Bank, Communication Commission of Kenya and

National Bureau of

ernard Ndung'u,

Statistics

Mr.

N
General, Accounting Services - (Alternate Director to the Principal Secretary, the
Treasury).

9
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3. MANAGEMENTTEAM

r. John Njiraini, MBS
He was appointed the Commissioner General of Kenya Revenue Authority on 3rd March,
zorz for a period of three (3) years. The contract was renewed for a further three (3)

years. The contract will expire on 4th March, zor8.

z. Julius Musyoki
He was appointed as appointed Acting Commissioner, Customs & Border Control
Department from rst December, 2cl4. He was later confirmed as the substantive
Commissioner ii' '.ugust, 2o1S. His contract will expire in July, zor8.

3. Benson Korongo
He was appointed Acting Commissioner, Domestic Taxes Department from 1st May,

zo16. He was later confirmed as the substantive Commissioner on tst June, zot6.

4. Beatrice Memo, HSC
She was appointed Head of Kenya School of Revenue Administration from February,

2o1S. Her contract will expire in January, 2018.

5. Ezekiel Saina, HSC
He was appointed Acting Commissioner, Corporate Support Services from r6th July,

zot6, He was later confirmed as the substantive Commissioner on 1st June, zot6.

6. Mohamed Mohamud
Mr. Mohamud appointed Commissioner, Strategy Innovation & Risk Management from
t't October, 2o1S. The contract will expire on loth September, zotS.

7. Wairimu Ng'ang'a
She was appointed Commissioner, Legal Services & Board Coordination from 1st January,

zot6.

8. DavidYego
He was appointed Acting Commissioner, Investigations & Enforcement Department from
rtth February, zot6. He was later confirmed as the substantive Commissioner from zznd

March, 2ot7.

9. James Mburu
Mr. James Mburu was appointed Commissioner, Intelligence & Strategic Operations

Department with effect from 3.d April, 2017.

(-_
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CHAIRMAN'S STATEMBNT

s my pleasure to present the Annual Report
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e Authority for the Financial Year zo16
within the implementation period of

2()16 2ot7/2o18) whose theme is
enhanc e d. t ax c omp liante e',,

Economy

Economy was estimated to have grown by an average of 9,5% in zo116/17 while in theAfrica Community (EeC region it is estimated to have grown by 6.r% according to

and Financial Statements of the Kenya
'/t7. This is the second Annual Report
llp 4f_tl,ority's Sixth Corporat, pt",
"Building taqrdAer tnrst through

)

Tfte Kenya Economic survey zorT further reported that the manufacturing sector recorded arqal growth of 3.5 per cent in zoio .o*pu^."d to ;;;;;Jgrowrh of 3.6 pei cent in zor5.ThisSrowth was as a result of reduced cost of p.oa*iior,,li&"ur.a 
'ool-,r*L oioutput, red.ucedcost of electricity and stability in the p.i." oiirrpo.t;Jffi materials.

Economic Survey 2oL7. The growth was attributed to public infrastructurebuoyant private consumption and low oil prices

regard to the agricultural sector , Coffee exports increased tz.z%o from US g 2t4.96in FY zor5lt6 to USg
by

240.23 Million in Fy zo16 /17. Tea exports declined by 5.3%US $ 1296.55 Million to r zz8 million in zo16 17. Horticultural exports declined by t6%US$ 1179.46 million to U 116o million in zo16 / t7.s$

the sector's growth was boosted by the insurance sub-sector which recorded a

ll

tl
L]

ti

rate of 5.9% in zo16 compared to 5.o 96 in zor5.
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Information, Communication and Technology sector is estimated to have expanded bI ln
;;;rrg" of io% during the Financial year iot6/t7 compared to a growth rate of 8.2%o rn

zot5l16.
ereilg. inflation increased from 6.47%o in FY -zotg/t-6 to 8.ro% in FY zot6ltT largely

attributed to increased food prices'as a result of the prolonged,_drought experienced

throughout the country. The Exchange rate of Kenya Shilling to US Dollar averaged attoz'46
during the Financial Year.

Total exports declined by rgl% from US $ S,96g million in zo15/16 to US $ 4,819
million in zot'ltTwhile total imports increased by 4.7"/ofrom US$ a4,9&lmillion to US$

,i,igS million. The decrease in &ports was attributed to decrease in tea and horticultural
pi"t"":t. while the increase in imports value was majorly attributed to increased import
value of petroleum produets,

The Kenya Economic Survey zorT further noted that the overall basic employment grew at

3.zo/o*hi.tr was below the r-ecent past trend of q.S6% in spite of the positive growth in GDP.

Global Economy

The global economy is projected to have grown by z.g% in zo16 compared to a revised

g.or,[h of. g.tYo in zorS. Growth in developed economies expanded by z.to/o in zot6
Eompared t6 t.g%o in zor!. The United States of America recorded a growth of. r.5o/" in zo16

compared to z.6o/oin zori, majorly attributed to reduced exports, subdued investments and

uncertainty surrounding tL. ,oiO elections. Growth in Chinf contracted as a result of slor,r'ed

investmeni as the u.orr6*y tilted towards services and consumption. In Japan, growth was

contributed by private consumer spending, signaling improved consumer purchasing power

after two years of contraction. : L.

The Sub-Saharan Africa's real gross domestic product is estimated to have grown by t.5%" rn

zo16 compared to g.8o/o growtlh registered in-zor5. The slow growth 
^was 

explained-by low
commodity prices Tor mEtal .*poiing countries, domestic shocks from a generally less

.rpp"rtir,i gtoUut economic environment, decelerated growth in South Africa and

"orrria".uUle"drop 
in international oil prices that affected growth in oil exporting countries.

Revenue Performance

During the financial year zot6f 17,the Authority collected sh. r.36S trillion against a target

of Shi.+gr trillion. This performance represents a growth of. rg.8% over Kshs. 1.2oo
trillion-collected in financial year zor5fr6. This year's growth indicates an improvement
over last year's performan.e of rz% growth in revenue collection. It is also the highest

growth for the period zor4lt5 -zot6lt7.

Exchequer Revenue

The Authority collected a total of Kshs. t,z73ro6o Million against a target of Kshs.

rr117,174million translating to a performance rate of 95,2%.

I
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Agency Revenue

Fuhrre Outlook

GIobaIIy

I 
fxcluAes Railway Development Levy

Kshs. gz,zo9 Million was collected as Agency revenue 
imillion translating to a perrorm-a-n-cJlate of gz.g%. against a target of Kshs. 94,27r
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I1?iH'#.'T,T"'u Economic o*T:\-{:lApril zorT posits that with optimistic financial

*lr,+t*:m{#tas lowproductivitygro*th;; t;h ffi;# IfH;## persistent-.t u.to.ut p.;ii;;: #fr
l":Jt'iffi *}t***iffi "#}:,""ffi ;;:Ti'ffi n*Tvtr**##+"T:r:marketanddeveropiog-u.Lnoffi;rn"i.*oiiiliffi;J,llli;::1,:t*:*ilfl**i?Ji

::3J:I[::ffi r::ffif,HJi,."T#jl'fi[.#,.#;tlmi:ffi*s*r,ti]atera6n".t;a*
Kenya

The Budget poricv statement (Bps) 2,,7,.projects that durin_g Fy .zor7/rg, Kenya,s rear GDp
sharr expan dbv 6'zx dE;;;.\ri pal*;:d ilFr;;: /r.7.rhis.si"rgi iril uu supported
by ongoing investmeni" i"- i'il"ri*;*.rr au*rop-*nt, res,iiut domestic demand.
continued recovery in t-rre touri#;tgr 

r&;;^;;Ti'"*0".,, i" tr,..rtl.oon. However,
the world Economic otrit"rt, ot'ioill .oro pi",..,-,r,^, o:u.r"*u Inflation-wiii reach 9.oyo.The Authority witt.exPegt more pres:He.i' zorT/tgto colrect more revenue to finance
iryiilfTH,r l[T'# lf *U: t rv"'i * [ .;,io""#,f 

1a1s 
ro rm ati o n a gen d a, th e rh ird

i{iuE::i;ryf ...,:r,t'p*,ifi ;"itu;lIi:tfi i![,i']iilHn'#ffi 
,a"f]H:t#.HT

n,*.#v"#;"1;)IJ",3'ffinT;t:i,3ff_tr{fi f;l,r;#jTfr itil.}}':#;,:j,i:tJl:tffi;:"ft',',.n'"f iiilihTll;;{n- ;;;,;;iil*'ii"_1 
ru .z%) r:ipresenting yarious

lTjil:",.'."rj#i",1;-Fy.;;il/i;.,^,l1ii.,tT lXlrrTrT5,,.,..?::iXS."SH1#_.,:Ail,:;
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in the next financial Year zotTf t8'

DR. SAMBILI, CBS

CHAIRMAI\

haveapositiveimpactonthel(enyaneconomythusgeneratinga!{ditiol$taxrevenueand
red,uced. cost of operation to investoiJ--roit.i,.6ttirg up-of speciar economic zones

including privatelyi owned ones ror 
'u*u*prul ttt. sEZ 

"in Eldoret is expected to spur

employment UV .t"^ti"g ai'""t and' indirect jobs'

According to the Budget policy statement zot7fr[,, main threats to the outlook for lY

zott ltgand, the med.ium term emanut"]ro* Uotii externJ *Jao*tstic sources' Externally'

the iirreats include weaker growth inthe slobal economy, ;";ii;;;dl"w demand in advanced

and emergi's **i;Ji;;;i;;t.', ,h;:,r'#I;'dt-;ilii'il1""b't *u'r'"t' due to potential

tightening of us ;;;,;il";r**a-.orrr"qoent-increase fi tn" us interest rates, Britain's

exit from the European uhi-on *a q"rli"rt;t;&;iiitil;;";;"tv ig ttr" international oil

markets as weu "Jffii#;";;;fid ffi;;; 
ihat'mav idil;;s-ti""Iv gt our exports and

tourism activities. rnte rnalry, "aro. 
J #i;,tJ;Hfi *;iiia ,{;; rt aintiu s in the fi n ancial

sectorduetotheimpac!ofcappingofinterestratesposesignificantthreatstoachievemeut
of the Projected economic growth'

l4
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COMMISSIONER GENERAL'S STATEMENT

Environment

's GDP growth rate was estimated at 6.o% inF-Y zor6/t7 and is expected to rise to6 in FY zorT/r8.
Key

n
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elements of the macro-economic environment included the following:

Inflation rate which was projected to average at 6.3 % started at 6.39 % in July 2ot6,peaking at r.7 %o inMay, iotT and,crosing ttrt rinaniiJ i.r, at g.2L yo.

IllrrrlTiT:f: 
rate of Kenva shilling to us Doilar averaged at rc2.46 during the

Total exports declinedby ry.o% from Ksh 6o9,zzg million in zo15/16 to KSh 4gs,76Lmillion in zofi/r7 while tofal imporrs i".;";;;e by s.iz,'rr"- Kili;;r;ji mllion tot,597,912 million during the same period.

Average gr-Day Treasury Bill rates began the Financial year at 6.16 yo, peaked at g.77 %in April, zotT andclosed the Financial-year at g.4 %. -'

The NSE zo-share index started off at 3,+gg points, dipping to z,7g4points in JanuaryzorT and closing the year 
-at 6,6o9 point-r i"ai""ti"t'u it"udy'i"ip'.or.rn.nt in theinvestment environmenl in the economy.
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REVENI,IE PERFORMANCE

Table t: Revenue Collection (Ksh. Billion)
Revised
Target
zo16lrr4

Performance
Rate (%)

Customs Services 443.5 462.o 96,9 386.q

Domestic Taxes 977.6 963.8 95.2 Bro.z

Road Transport 4.1 6.o 68 3.9

Total r,365.3 r43r.8 \2OO.2 +11.8

1.1. Customs and Border Control Department

Customs collections during F\ zot6lrT amounted to Kshs. 443.5 billion against a targetof
*il; 

bilit ", ;;^lating [o a per{ormancc .-ate of 96% antl a growth t i t{.g%o over FY

zot5lr1..N.t i*p"tt-J"tj, g** 6y T.g% to Ksh. 86.q Billion while Net Excise duty grew by

,5,{'V, to Ksh. Zg.z Biuion. Anriual collections in Petroleum Taxes amounted to Ksh'

189.A Billion whiie Trade Taxes amounted. to Ksh. 286.7 Billion recording a growth of z9

Yo and7.5%o respectively over FY zot5lt6.

The recorded performance was buoyed by growth in oil imports to 6.7orbillion litres (6'o

Z" gro*tfrl and number of contain.rs t una-led for transit .itgo to 138.,752 (t5.8 % growth)'

Holwever,-the number of containers handled for home use cirgo declined to zg6,z59 {tgP
z,4,g7o tZ.S % J".li"e) during the same period. This ispartlyittributed to the recorded dip

in motor vehicle importation in-FY zor6ltiZ i.e. from 83,84o units to 65,13o in FY 2or6/L7'

7,.2. DomesticTaxesDePartment

Domestic taxes collections during FY zo16/17 amounted to IGhs. 917.6 billion against a

iarlet of g6g.8 billion translating [o a performance rate of g5.2% and a growth of r3.3% over

FY zo15/16.

Direct domestic taxes collected during the financial year amounted to Ksh.6z8.s Billion
representin g a gg.tyo performance iate and growth of u.8% over FY 2qr;116. Direct

domestic taxes irictudedr P.!,YF.-g4o/o; Corporat-e Taxes-zg%o, withholding taxes-r5%o, and

the remaining ii, comprised: individual i*"., Turn-Over-Taxes; Capital Gains Tax and

Rental Income Tax.

Indirect Taxes collected during the Financial Year amounted to Ksh. 286.7 Billion
representing 95.6 % performance and a growth of r7.o %, over FY zo15/16. This growttr was

*ii"fv drivEn b;; ,;.;Zo growth in VAT io IGh. 198.1 Billion and 39.5 % growth in Excise

duty on money transfer to Ksh. rz.6 Billion'
1.3. TransPortDePartment
Transport Revenue accounted for o.B % of the total collections in FY zo16/17 recording a

growth of 4.g 96 compared to FY zor5lt6.

+
+

2 Original Revenue Target for F\ 2}t5l17 of Ksh. 1,415.6 Billion was revised to Ksh. 1,431.8 Billion
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ffl"t y"uule: being used for the following functionalities: bankruptcy, write off and

cumulatively, a totar of s,.2r9,1oo t-alpayers have updated their i_page of which2,478,282 are active i... p#r;;'"-d/or filing for taxes.
cumulatively for tl-t ry z"ot6f 17 

-2.44 Million Income Tax returns were fired comparedto r'58 Million returns fired in theLlt nru.r"iar year, a growth of 54%.
In order to support uptake of iTax by taxpayers and enhance the quality of services, atotal of z6 iTax regionil tuppott *tii. 
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I

Data Warehouse and Business Intelligence Project I

This project is aimed at development of a data warehouse in KRA that is integrated to-all

relevant departments' information systems to provide fact-based business inteilig.t.e that I

Gff improve decision-making urrd monitoring business activities and trends. Data

warehousing arises from the rr.".d for reliable, coniolidated, unique a-nd integrated re-porting

u"a unufy.ii of daia, ut diff"r.nt levels of aggregation. This is all aimed at addressing

op.ruiioriur challenles such as low compliiice- and tax evasion. In a nutshell, full
implementation of DWBI will aid in:

r Fact based decision making as it will provide a.central repository tollrlIlt'*]l 
€irom multiple KRA systems to enable better reporting, analysis and knowledge based

decision making

. Enhanced tax compliance by enabling single view of the tax payer and providing

access to strategic third party data

. Enhanced operational efficiency by enabling faqt and easy-acces_s to data to increase

KRA's fraud dttection capacity by providing tools to detect trends and patterns

The Authority received immense technical support from the Swedish Tax Authority (STA)

and the South gfrican Revenue Services (SARsi missions who ensured Quality Assurance of

the DWBI solution which is currently under piloting.
By June zorS we exfect the following tranifo"-itir. areas (New ways of working) to be

operational:

. Centralized Reporting & Analysis

. DynaFic, automated risk profilingald case selection
r Integration with fTax
r Fact based (Data driven) decision making, and 6
. CorporatePerformanceMonitoring.

Integrated Customs Management System (iCMS)

The increasing trade volumes across Kenya's boundaries and the attendant risks call for a
versatile Customs Management System where stand-alone modules, systems, smart gates,

and other security installations are integrated. The iCMS aims at:

. Enhancing trade facilitation in the cargo clearance process

o Streamlining and simplifying Customs processes

. Reducing time take to clear cargo
o Accurate trader information
. Enhanced control and accountability of exemptions
r Automatic and proactive profiling of potential AEO traders based on a holistic assessment

from all the tax system (iTax, iCustoms)
. Transparent AEO accreditation process

l8

I

I
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During the Financial Year, systems requirements were signed off, and stl eholders engaged'

Regional Electronic Cargo Tracking System (RECTS)

The RECTS was launched in March zOrT with the aim of boosting s( I rrity thus curbing

diversion of transit .urgo utong the Northern Corridor among other :nalpractices' The

;;"*pt *as anchored 6n the !or4 Northern Corridor directive to h-nla, Rwanda and

Ugurrd" to embrace electronic moniloring of-cargo across the region. Besides securing the

"r*, *ars also ru*. on time and cosiof doin[ business since i lot o1'time was wasted at

U"r?"r prints to disarm and arm the sJs. Howev"er, with this system,.once the seal is armed

;i;;; ilt"L it wifi onfv b. ai.ur*gd upon-reaching the final destination. RECTS and ICMS

are set to be integrated to ensure high'efficierr"y i, cargo clearance as well as profiling of

importers.

KEY ACHIEVEMENTS IN THE FINANCIAL YEAR

Financial year zot6frT has been an eventful year for the I(enya Revenue ,\uthority as it was

the second and middll V"ur of implementation of our 6th Corporate Plan. We reviewed our

realization of the ;;i"* term aspirations during the second quarter.-of the Financial Year-

qoutt.. ending O"..*U"t, zorO and the outlool is promising' While lnuch effort in FY

i"rsiio;;;ti" dyilt foundations, tempo for realization of these aspirations was set in FY

zotO,ltZ. Keyhighlights of FY zor6lrT include:

Taxpayers Month

KRA has made it a ladition to organize annual taxpayer's month with a range of activities

tliat.eulminate into the annual tari-summit and recognition of distin_gr.lished taxpayers. Thc

summit run under the theme "Kengantsolution to Kengab chollenges: Toxation as

i iatatystfor dwilipient,,, bised on the need to tafinto the skil]s and knowledge of

K""yt, "inntvative- vl,it t"t population for solutions ihat can create a favorable tax

environment for the country's booming economy'

Other key activities included'Good Morning Coffggl where staff served coffee to members of

the public along ;"j;; ;"ds and roundaboluts while creating awareness on tax matters and

showcasing KRA ;;';pproachable and frieldly. Various qu!ficrty activities were undertaken

including live fV inteini"*r, Radio tatk shows and roah shows (caravans) to educate and

assist taxpayers.

ISO goor:2o15 Certification

During the Financial Year, the Authority wa9 re-certified to ISO 9oo1:2o15 to underscore its

commitment t, 
-;;;;arrce 

within universally acceptable.-.standards. Through this

certification, the euthority demonstrated its commitment and ability to:

{
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'I consistently provide products and services that meet customer and applicable statutory
, 
and regulatory requirements, and

r lEnhance customer satisfaction through effective application and improvement of eualityManagement system, and the assurance of coniormity to .u.tJ*".'and applicablestatutory and regulatory requirements.

C{rlture Change and ATAF Award
I

Cotporate Social Responsibility
I

co$orate social Responsibility (csR) is.a qrglequisite for good corporate leadership andgovernance and as such is. deeply-rooted within ihe Authoiiti". .oi-uJ"".. During theFinancial Year, the. Auth^o11tY diveloped a corporate social n"9no*iliirty tcsnl policy to
suide all CSR activities. CSRactivates, hencefo'.tf,,-u.. *.to..a'on ;;i'l*., Environment,
lpoitt$rketing, Health and nducaiion. A lotal oi r,z6,6KRA memberi of staff parricipatedin 16 CSR activities, that is: Construction of five (s) .i"..roo*r, supported the Faraja Cancerinitiftive, participated in two (z) Golf tournamen[, u*aoh Marathon, Football to;il;;;t,two [z) tree planting events and gave out four (4) donations.fl
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VAT for small firms, rental income taxation, and taxation of informal firms using

randomized controiied trials; collaboration with Microsoft on the use of advanced

u"utyti.ut techniques aimed at increasing the taxpayers' segments thus optimising-the tax

ba..i u1d the University of Nairobi (UoN) fobusing on Joint scientific research in tax

laws, tax compliance, tax analysis and short-term trainings.

HI.]MAN RESOURCES REVIEW

StaffComplirnent as at 3o,06.zoa7
Count

1 Su Services L,734 22.84%

32;35%
'.lz.tg%

2

l)omestic Taxes DePartment

r,6o6

3 1,598

4
Commissioner General's Office 12 o. o//o

Transformation LeadershiP Oft4q 9 o.t8%o

5 Internal Audit 37 o.75%

6 and Enforcement zo8 4.L9%

7 Intelligence and Strategic Operatlq4q- 17 o34y,

8 Kenya School of Revenue Administration 53 t.o7%

I Services and Board Coordination 34 o.68%

10 Mar and Communication 77 1.55%

11 National Treasury 4 o.o8%

Innovation and Risk 176 3.s4%

Total 4,965 roo.oo%"

Senior StaffChanses

1. Mr. James Mburu Githii was appointed Commissioner, Intelligence & Strategic

Operations Department with effect from 3'd April, 2oL7.

z. Mr. David Yego was appointed Commissioner, Investigations & Enforcement Department

with effect from zznd March, 2oL7,

Staff Motivational and Welfare Programmes

In the Financial Year zo16 f t7, the Authority addressed staff motivation by implementing

various welfare activities .,rcti us the annual Staff Team building events, staff re,cognition

awards, health promotion activities such as health talks, health hikes, first Aid training

Emergency evacuations for staff involved in accidents and terrorism attack, HIV/AIDs-and
elcoh"ol and Drugs Abuse Prevention Programs. Other motivational benefits include

Mortgage as well as Car and laptops loans disbursed to staff.

Deoartment

_C',i.toms and Border Co -

Headouarters

22
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a The Authority fac,itated delivery of zgTTraining courses invorving 43go members of;:i#.T*l1".ffi#1f,'.^##ll*:Hme,coverinsrevenue,,u,,ugi*-untandsupporr

'n"-t"'t"ffi ,.Tf#flfffi m*nderimplementationduringtheFyzo,,/t7,- personnelAdministiatiou
- Time Management- Payroll
- performanceManagement
- E-Recruitment
- Medical Management

FT]-ftlRE OUTLOOK

The Treasury revenue target for Fy *.:7^!:Bis Ksh. L_614,gqo MiIIion out of which, Ksh.r'528't56 Million-(g +'dn it u*.t.q"r"r revenues and the balance orKrr,. s-o,644 M,IionG'+%) represents agency revenues. Tiu ,.*roe-targets for the finan", ffi zorT/tg tookinto consideration proposed u*""a*3ot. pg pi*"rr. to the Reieniie ects. Thef#."#ffi:l#::"lf f,.Hr.Xtffi l;b$;,ii'T,LLprocedures;';.tominimize
During Fy zotz/tg,_Kenya's real GDp is- projected to expan d, by 6.2%up from 6.o%projected in Fy ,r-!g!:r:$Ji,jlh ;T"wtrrwiii r.-.ripo*ud by. ongoins investments ininfrastructural development, resihint?o;;;.i.;#;ditontinued 

reCovef,, in the tourismsector' growth of exports in ihe il;il;;"H.ffiil*ri ,,*.*iut-r-.-rf'#r' in the privatesector that are aimed ot i*p.o"ing-Eompetitir;;.r.";;;r r;;r".".ft';ffi1j productivity.Inflation and Ftiieign exchanfe tuiui ur. expected to ,u-rin. stable aJa .esuri of the centrar*r""J#',lt*f ffffl *#xi;i11n1:{i[E[Tiilf havearsoreducedrorowingt-rre

j
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6. CORPORATE GO\/ERNANCE STATEMEI\rT

Meetings

Committees

- Review and aonroval of the policy of the Authority.- Monitoring perro.mance orihe Autt^ontyjn .Tlrnq out its function s and- Discipline and contror 
"f "[;;;;e., of stafr in ifiJAuthority appointed under the
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The

Board.had four
set out by theBoard

(4) standing committees during the year, which met regularry under theof reference

Committee

Mr. Evans Kakai
Mr. Abdi Bare Duale
The Attorney General

a

a

a

a

U

a Commissioner General
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Support Services Committee

The Support Services Committee reviews the Authority's annual budget and is responsible

f;; th. hnancial policies of the Authority. The Committee is also responsible for the

oversight of award^ of contracts by management a-nd ensuring that the procuremelt policies

u. pioiria"d for under the public irro"orJment and Disposal Act, zor5 are complied with- In
addition, the committee reviews all the business automation strategies and procurements'

The Committee met monthly and the members were:

. Mr. Evan Kakai

. Mr. Abdi Bare Duale

. Amb. Dr. RasidAli

. Cabinet Secretary - Nationai Treasury

. Commissioner General

Audit Committee

The Committee is responsible for reviewing audit reports, compliance with relevant laws,

pr*"a"r" u"a rtu"aJrds, quality of financlal reporting and oversight on internal control

il;il others. The Audii Committee assists the goard in discharging its supervisory-and

good iorporate governance responsibilities. The Committee met quarterly and the members

were:

o Ms. Constantine Kandie
o Hon. Rose Waruhiu
. Mr. Paul Icharia
. Commissioner General

Strategy, Poticy and Research Committee 6
The Committee is responsible for reviewing Revenue performance and the Authority's

strategic implementation of the Corporate Plan and Reform Programme. It also serves as a

forum-to eniourage continuous research and review oftax policy proposals; and regulatory

framework o, rer"-rruu collection. The committee met quarterly and members were:

. Mr. Paul Icharia

. Mr. Evan Kakai

. Mr.Abdi Bare Duale

. Hon. Rose Waruhiu

. Cabinet Secretary - National Treasury

. Commissioner General

I
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Board ofTrustees

Year
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The Authority also has a staff Pension Scheme which is supervised, managed andadministered by a Board of Trustees. The e"ttio.ity".'.foo.o, of the scheme is representedby the following Board Members:
o Mr. Paul Icharia
. Mr. Evan Kakai
o Ms. Constantine Kandie
. Commissioner General
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ended 30th June 2017

7. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year

ended June, zorT which showthe state of lGnya Revenue Authority's affairs.

Principal activities

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

administration, enforcement of laws r-eluting to and accounting for revenue collected under

the relevant Acts.

Results

The results of the Authority for the year end.ed June, 2oL7 areset out on pages 30 to 52.

Directors (
The Memhers of the Board who served during the year are shown on page 5 to 9.

Auditors
The Auditor General is responsible for the statutory audit of the Authority in accordance with
the Public Finance Management (PFM) Act, 2012.

By Order of ttre Board

78
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8. STATE]VIENT OF DIRECTORS' RESPONSIBILITES

The Kenya Revenue Authority Act require the Directors to prepare Financial statements foreach flnancial year which give 4 true and fair view of the state of affairs of the entity as at theend of the financial year and of the operating resurts of the .r,il;; il,jui ;;;requires the Directors to ensure that the entity keeps proper ,.."rrat* records whichdisclose with reasonable accuracy at any time the financial position of the ;ril.^;;;;
also responsible for safeguarding the assets of the entity.

The Directors are responsible for the preparation and. fair presentation of these Financialstatements in accordance with Internationai public sector;.""r;;;; s"turra*a. and. therequirements of the Kenya Revenue AuthoriryAct, and. for such irrt.rrrrl";;;;;ok as directorsdetermine are necessary to enable the preparation of Financial statements that are free frommaterial misstatements, whether due to fraud or error.

The Directors accept responsibility for the annual Financial statements, which have beenprepareti using appropriate accounting policies supported by reason"bb;;;ffi;judgments and estimates, in conformity with InternJ";J't"o*;;, Accountingstandards a:.rd in the manner required by the Kenya Revenue *il;r,, o.,. 
' 
,r. Directorsare of the opinion that the financial statements give a true and fair view of the state of thefinancial affairs of the entity and of its operating results.
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[vothing has come to the attention of the Directors to indicate that the entity wi]l not remain

isoins 
concern for at least the next twelve months from the date of this statement.

The Directors flrrther accept responsibiiity for the maintenance of accounting records whichrelied upon irr the preparation of financial statements, as weli as adequate systems offinancial control.

pproval of the financial statements

statements wereAuth s

its b by' . zotT and

.K. MBS
OMMISSIONER GENERAI

DR.. EDWARD SAMBILI, CBS
CHAIRMAN
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REPUBLIC OF KENYA

Fax:
+254-20-342330

lL482
P.O. Box 30084-00100

NAIROBI
E-mail:
Website: www.oagkenya.go.ke

OFFICB OF THE AUDITOR-GENERAL

PORT OF THE AUDITOR.GENERAL ON REVENUE ACCOUNTABILITY STATEMENT
KENYA REVENUE AUTHORITY FOR THE YEAR ENDED 30 JUNE 2O''7

PORT ON THE REVENUE ACCOUNTABILITY STATEMENT

alified Opinion

audited the accompanying revenue accountability statement of Kenya Revenue
ority set out on pages 30 to 50, which comprises the statement of financial position as

30 June 2017 , and the statement of revenue collection and transfers, , statement of target
actual performance by tax head and agency and statement of target vs actuals

rmance by department for the year then ended, and a summary of significant
unting policies and other explanatory information in accordance with the provisions of
le 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have

all the information and explanations which, to the best of my knowledge and belief,
necessary for the purpose of the audit.

ln opinion, except for the effect of the matters described in the Basis for Qualified Opinion
of my report, the revenue accountability statement presents fairly, in all material
, the revenue position of Kenya Revenue Authority as at June 30, 2017, and its

ue performance for the year then ended, in accordance with lnternational Public Sector
unting Standards (Cash Basis) and comply with the Public Finance Management Act,

2 2

ln addition, as required by Article 229(6) of the Constitution, based on the procedures

of
nt, agency account, refund payment account and appropriation in aid account of Kshs
282,103, Kshs. 1,190,539,579, Kshs.9,921,213,485 and Kshs. 758,310 respectively

cash balances of Kshs. 18,007,793,478 could not be confirmed as a result of the
fo

1

g issues:-

Bank Reconciliations Long Outstanding items in Bank Reconciliation Statements

bank reconciliation statements reflects receipts in cashbook and not in bank statement
receipts in the bank statement and not in the cash book of Kshs. 55,961,151,978 and

ofthe Auditor-Ceneral on the Financial Statements of Revenue Accountability Statement of Kenya revenue

for the year ended 30 June 2017

pe , I confirm that, except for the matters described in the Basis for Qualified Opinion
a Other Matter sections of my report, nothing has come to my attention to cause me to

that public money has not been applied lawfully and in an effective way

for Qualified Opinion

1. Cash and Cash Equivalent

statement of financial position as at 30 June 2017 reflects cash and cash equivalents
s. 18,007,793,478 held in various bank accounts as closing balances of exchequer

Prumoting Accountability in the Public Sector
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Kshs.67,973,449,285 respectively which have been outstanding over the years. lt is not
clear why the long outstanding balances have not been reconciled to date.

Similarly, the bank reconciliation statements reflect payments totaling Kshs.14,714,106,284
shown in the bank statement but not recorded in the cash book and payments in cash book
not reflected in bank statement of Kshs.3,887,289 some dating to over five (5) years. lt is
not clear why the outstanding payments have not been recorded in the cash book or deposits
made in the banks.

ln addition, Oriental Bank cash book for account No. 0010011205 and First Community Bank
Account No. 404-210201-00115768-000 cash book reflect overdrawn closing balances of
Kshs.192,212and Kshs.658,620 respectively all totaling Kshs.850,833. No explanation has
been provided for this anomaly since these bank accounts are only collection bank accounts.

The audit also revealed that the bank reconciliation statements for the Dollar accounts reflect
receipts in cash book not reflected in bank statement and receipts in bank statements not
reflected in the cash book of €9,967,824 and €16,062,168 respectively. Similarly, the bank
reconciliation statement reflects payments in bank statement not reflected in cash book and
payment in cash book not reflected in bank statement for the dollar account of f3,051,389
and f3,060,254 respectively over a period of more than twelve (12) months. lt is not clear
why the long outstanding balances have not been cleared to date

Examination of records further indicated that Central Bank of Kenya (CBK) account 04-010-
0053/1000009753 reflected a huge closing balance of Kshs. 2,991,678,555 as at 30 June
2017 for VAT refunds. There are no records in the KRA books that indicate who the payees
are. The balance is in excess of 16.5% of the unspent VAT refund budget amount of
Kshs.18,062,838,431

1.2 Closure of Bank Accounts

KRA closed Kenya Commercial bank account and National bank account numbers
1103134922 and 0100103211060 respectively without the approval of The National
Treasury contrary to Section 28 (1) of the Public Finance Management Act, 2012. The KCB
account had a credit balance of Kshs.298,382 that was transferred to Central Bank stamp
duty account; however, the NBK account cashbook as at 30 June 2017 shows balance
carried forward of Kshs.74,138,962. The bank reconciliation statement for the month of
June 2017 shows payments in bank statement not in cash book of Kshs.74,138,962. lt is
not clear why and how cashbook and bank reconciliation statement were prepared for closed
bank accounts. lt is also not clear why the transactions have not been recorded in cash
books and ledgers and when the payment of Kshs. 74,138,962 was made and for what
purpose.

1.3 Misstatement of Transfers to Principals
Examination of records of KRA indicate that Kshs. 2,174,997,783 was remitted to the
Ministry of Energy as Petroleum Development Levy but the Ministry's financial statements
reflect Kshs. 2,137,500,000 as the amount received as at 30 June 2017. The difference of
Kshs. 37,497,783 has not been explained.

Report of the Auditor-General on the Financial Statements of' Revenue Accountability Statement of Kenya revenue
Authority .for the yeur ended 30 June 2017

2



.4 Misstatement of Revenue

14.1a, b and c to the revenue statements reflect revenues collected during the year
ling Kshs. 289,863,023,384 in relation to other income taxes, capital gain tax and

rnover tax. However, audit verification of the related Central Bank of Kenya bank
ents and payment vouchers remitting the amounts revealed that the amounts paid

led Kshs. 309,773,324,383 resulting in an under disclosure in the revenue accountability
rrTrert of Kshs. 19,910,300,999. No explanation has been provided for the difference
ils are as follows:

Misstatement of Revenue Received by Receiver of Revenue

14.8 to the revenue statements -Transfer to Receiver of Revenue - Treasury indicates
KRA transferred land rent revenue of Kshs. 879,351,899 to the receiver of revenue -
National Treasury. However, audit review of receiver of revenue financial statements

fo the year ended 30 June 2017 indicates that a total of Kshs. 919,345,537 land rent
ue was received. This resulted in a variance of Kshs. 39,993,638 that has not been

ained. Further, land rent CBK bank statement A/C No.1000008741 reveals a total credit
ance of Kshs.939,345,577 and the amount reflected as having been transferred to The

N al Treasury is Kshs.919,345,537 resulting in an unexplained difference of
hs.20,000,000

1 Misstatement of AIA Transferred to KRA

1

14.9 B to the revenue statements reflects AIA transferred to KRA amounting to
.83,206,672. However, audit verification of all AIA transfers reflected in KRA Central
of Kenya bank statements account No. 1000008598 and payment vouchers indicate

AIA transferred totaled Kshs. 692,969,906 resulting in a variance of Kshs. 609,763,234
has not been reconciled.

Variance in Revenue Disclosed in Revenue Accountability Statement and KRA
Revenue Reports

t review revealed that revenues collected and disclosed in revenue accountability
ents amounting to Kshs.11,282,228,059 varied significantly from the revenues of

ilar components reflected in KRA revenue reports/ledger of Kshs.10,984,841,590 by
u lained difference of Kshs. 297,386,469 as follows
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Per Payment
Voucher/CBK

Bank Statement
(Kshs)

Variance

(Kshs)

Notes
Per Revenue

Accountability
Statements

(Kshs)
(

t
)ther
axes

incomes 14.1a 287,342,722,973 307,452,707,737 (20,109,984,764)

( )apital Gain tax 14.1c 2,418,718,265 2,225,443,047 193,275,219
urnover 14.1b 101,582,146 95,173,599 6,408,546
'otals 289,863,023.384 309,773,324,383 (19,910,300,999)

.for the year ended 30 .lune 2017



Notes
Per Revenue

Accountability
Statement

Per Revenue
Reports Differences

APSC 11 11,199,227,642 10,898,346,951 300,880,691

AIA 9.3 83,000,417 86,494,639 (3,494,222)

Totals 11,282,228,059 10,984,841,590 297,386,469

1.8 Understated Budget and Actual Payments of VAT Refunds

Note 14.15 to the revenue statements - Refund Account movement schedule under column
headed refunds, reflects VAT refund payment amounting to Kshs. 13,263,413,087 for the
year ended 30 June 2017 . However, review of the supporting schedule revealed that refunds
made during the year totaled Kshs. 20,015,759,944 resulting in a variance of
Kshs.6,752,346,857 which has not been explained.

Further, the reported budgeted amount for VAT refunds of Kshs. 13,464,000,000 reflected
in note 14.15 to the revenue statements differs with the revised budgeted amount of
Kshs.18,062,838,431 reflected in the estimate of revenue, grants and loans of the
Government for the period by an under collection of Kshs.4,598,838,431. No explanation
has been provided for the huge under performance.

1.9 lncorrect Cash Book Closing Balances

An audit review of the cash book for Victoria Bank Account Number 001012150001 revealed
that the closing cash book balance reflected on 28 February 2017 was Kshs.253,532.
However, the balance carried forward to 1 March 2017 reflects Kshs. 2,119,316 resulting in
an overstatement of closing cashbook balance by Kshs.1,865,784. This discrepancy affects
the end of year closing balance thereby affecting the overall bank reconciliation statement
for the period under audit review.

1.10 Unsupported Rental lncome

Note 14.1 lo the financial statements reflects rental income collected during the year of
4,007,471,331. This revenue could not be verified because KRA did not provide information
with regards to CBK bank accounts where the revenue was collected and banked. Further,
the Authority did not provide information such as bank reconciliation and bank statements
for verification. ln the absence of these, the revenue collected could not be ascertained.

Transfers

1.'11 Variances in the Transfer of Sugar Development Levy

Audit review of the KRA records and payment vouchers revealed that the Authority collected
gross Sugar Development Levy of Kshs.131,042,913, charged commission of
Kshs,2,620,858, charged VAT of Kshs. 419,337 and remitted to the principal, Agriculture,
Fisheries and Food Authority, Kshs. 128,002,717. However, Note 11 of the revenue
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Authority .fir the year ended 30 .lune 2017

4



reflects Sugar Development Levy income of Kshs.114,599,625 resulting in a
riance of Kshs. 16,443,288. ln addition, note 14.9 to the revenue statements indicates that
;hs. 111,940,914 was transferred to principal resulting in an under transfer of Kshs.

6,061,803 that has not been explained. Further, the principal, Agriculture, Fisheries and
ood Authority financial statements reflect Kshs.126,707,668 as Sugar Levy received from
RA. The difference of Kshs. 14,766,754 has not been explained

yment Vouchers Analysis for Sugar Development Levy

1 12 Understatement of Un-transferred Balance on Petroleum Regulatory Levy

14.12 (B) to the revenue statements reflects Petroleum Regulatory Levy of
s.5,799,772. However, the bank statements and the supporting schedule reflect a
ing balance of Kshs. 7,452,431 leading to unexplained variance of Kshs. 1,652,659.

1 13 Understatement of Corporation Tax lncome Transferred to Receiver of Revenue
- The National Treasury

14.8 to the revenue statements -Transfer to Receiver of Revenue indicates that income
from corporations totaling Kshs. 290,555,554,930 was transferred to receiver of revenue-

National Treasury. However, extractions from the cash book reflect that transfers
nting to Kshs. 310,040,612,707 was done during the period resulting in an

reconciled under transfer of Kshs. 19,485,057 ,777

,l 14 Failure to Transfer Collections to the Principal on a Timely Basis

It s observed that the KRA does not consistently remit the collections to the principal, as
ced by the accumulation of a credit balance of USD 84,622,192 under the National

nk USD Account 02023015100100 during the year under review. ln total there are
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Month Department Pv
No

Gross
Amount

2o/o PaidTo
KRA

16% Vat
Paid To

KRA

Net Amount
To Principal

(KSH)
I June 2017 CSD 382,682 7654 1225 373,804
) May 2Q17 CSD 1263 25 4 1,234

l Jan 2017 CSD 540 11 2 527
I October

2016
CSD 22,725 455 73 22,198

) Sept 2016 CSD 532,576 10,652 1,704 520,220
) Aug 2016 CSD 13,267j50 265,U3 42,455 12,959,352

July 2016 CSD 20,358,538 407,171 65,147 19,886,220
t June 201 6 CSD 16,512,327 330,247 52,839 16,129,241

1,599,302 255,888 78,109,921(
) August

2016
DTD 79,965,112

TOTAL 131,042,913 2,620,858 419,337 128,002,717
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collections totaling USD f16,062,168 which are receipts in bank statement and not in cash
book.

ln addition, whereas KRA is supposed to receive collections from Airlines and their agents
by 25tn of every month following the month of collection, the Air Passenger Service Charge
Act does not specify the date by which the Authority should transfer the collections to Kenya
Airports Authority.

1.15 Variances in the Transfer of Excise CSD

A review of Note 14.8 Transfers to Receivers of Revenue - The National Treasury revealed
that transfers of excise on imports amounted to Kshs.80,294,494,743 while computation of
transfers from vouchers and Central Bank of Kenya bank statement account No 1000007419
revealed a total of Kshs.81,685,115,855was transferred resulting in an underrecording of
transfer by Kshs. 1 ,390,621 ,1 12. No reconciliation has been provided to date to explain the
difference. The variance is as indicated below:-

MONTH COLLECT!ON
16-Jul 6,205,754,077
16-Aug 6,920,685,030
16-Sep 6,862,000,203
16-Oct 7,010,055,428
16-Nov 7,638,348,717
16-Dec 6,418,317 ,712
17 -Jan 6,694,095,313
17-Feb 5,376,173,758
17-Mar 6,219,184,005
17-Apr 5,829,816,882
17-May 7,634,774,294
17-Jun 8,875,910,436
Totals 81,685,115,855
RAS Note 14.8(9) 80,294,494,743
Variance 1,390,621,',,12

1.16 Variance Between Revenue Collected and Revenue Transferred to Receiver of
Revenue - lmport Declaration Fees

Note 14.8 to the revenue accountability statement indicats that the KRA transferred import
declaration fees amounting to Kshs.24,780,448,028 to the receiver of revenue - The
National Treasury. However, audit review of receiver of revenue financial statements for the
year ended 30 June 2017 indicated that only Kshs. 22,946,708,946 was received resulting
in a variance of Kshs. 1,833,739,082 that has not been explained. Further, analysis of
revenue collected by the agent banks through Simba and Kentrade systems revealed
Kshs.24,464,892,782 was collected against Kshs. 24,486,090,075 reported under note 14.2
to the revenue accountability statement. This resulted in a variance of Kshs. 21,197,293
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rh was explained to have been caused by Kenya Commercial Bank's system that was
picking all tax heads after upgrading during the month of September 2016. No

sfactory documentary evidence was availed to confirm how the KCB issue was resolved

.17 Excess Transfer of lmport Declaration Fees (lDF) Collected by KCB during the
Month of September 2016

was observed that from 25 August 2016 to 30 September 2016, Kenya Commercial Bank
lected revenues amounting to Kshs. 7,076,296 in respect of IDF but remitted to Central
k of Kenya account No. 1000007443, Kshs. 30,180,316 leading to excess transfer of

hs. 23,104,020. Audit enquir revealed that it was as a result of the Simba system not
p ng all tax heads after Kenya Commercial Bank upgraded their system during the month

September 2016. However, no documentary evidence has been availed to date showing
ils of revenue (tax heads) that were not captured in Simba system and when the revenue
remitted to CBK.

-Supported Balances

1 18 Unsupported Cash in Transit

N 14.12 A, B, C to the revenue accountability statement reflects closing balances of
h in transit with regards to The National Treasury collection of Kshs. 6,895,282,103,

cy collections Kshs. 1 ,190,539,579 and AIA revenue Kshs. 758,31 0. These are monies
are in transit from various commercial banks but have not been received by the Central
k of Kenya collections account as at 30 June 2017. Some of the monies sit at commercial

nks accounts operated by KRA. lt has therefore not been explained why in addition to the
d osure made in Notes 14.12 A, B, C, an annexure listing all commercial and central bank

nts including the account numbers and amounts, prepared to support the closing
lances was not availed for audit. Similarly, it has not been explained why certificates of
lance supporting these balances were not availed for audit verification. Further, the

ng balance of Petroleum Development Fund of Kshs. 34,650,565 in note 14.12 B
udes an un-transferred balance of Kshs. 18,130,516 appearing in the certificate of CBK

nk balance account No. 1000007435 as at 30 June, 2017

r audit was conducted in accordance with lnternational Standards of Supreme Audit
itutions (lSSAls). I am independent of Kenya Revenue Authority in accordance with

30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with
ISSAI and in accordance with other ethical requirements applicable to performing audits

of ue statements in Kenya. I believe that the audit evidence I have obtained is sufficient
appropriate to provide a basis for my qualified opinion.

Audit Matters

audit matters are those matters that, in my professional judgment, are of most
nificance in the audit of the revenue accountability statement. Except for the matters
cribed in the Basis for Qualified Opinion sections and other matter, I have determined
:there are no other Key Audit Matters to communicate in my report.

of the Auditor-General on the Financial Statements of Revenue Accountability Statement qfKenya revenue
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Other Matter

Audit of records and documents of the Authority but not related to the revenue financial
statements and documents of various companies and businesses relating to taxes on
income, profits, capital gains, property, goods and services, international trade and
transactions and other taxes for the period 2013 to 2017 and audit inspections undertaken
at various border stations under customs and border Control Department and tax stations
under domestic taxes department revealed the following unsatisfactory matters:

1. Differences in Bank Account Number for the Same Tax Collections Account

Audit review revealed that an account number 1149500004 quoted in the Guarantee Trust
Bank statements differs with the account number 2110059658 quoted in the certificate of
bank balance of the same Guarantee Trust Bank. No explanation has been provided for this
anomaly and therefore the reconciliation carried out therefrom could not be confirmed.

2. Prior Year Revenue

The Central Bank of Kenya VAT imports account No 04-010-0127-1000007427 has credit
transactions from National Bank of Kenya amounting to Kshs 88,049,470 that represent
accumulated un-transferred collections of prior years. No evidence has been availed
indicating interest charged and paid for the delayed revenue transfers.

3. Un-approved Budgetary Provisions for lncome Tax Refunds

Audit review of income tax refund payment account revealed that KRA allocated
Kshs.2,330,147,516 towards the payments of refunds against the approved budgetary
provisions of Kshs. 300,000,000. The excess allocation of Kshs. 2,O3O,147,516 has not been
supported. ln addition, Note 14.15 to the revenue statement reflects provision for income tax
refund of Kshs. 2,300,000,000. However, there is no budgetary approval sanctioning income
tax refund in excess of Kshs. 300,000,000.

4. Overdraft at Eco-Bank Account Number 10135018639601

An analysis of both the cashbook and the bank statements revealed overdrafts at Eco-Bank
account in the financial year as shown below; -

Date Bank
statement

balance
(Kshs)

Cash book
balance

(Kshs)

30.06.2017 ( 13,293,976) (16,496,689)
01.07.2017 (13,024,778\ (18,292,316)
15.O7.2017 (5,751,433) (9,072,090)
18.O7.2017 (1 ,788,610) (4,925,725)

There were no approvals for the overdraft by either the Board of KRA or The National
Treasury provided for audit. The explanation provided by the management that there was a
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I )ate PAYE Amount
/ i5-Auq-16 Sinohydro Corporation Limited E A 10,335,550
t -Jul-16 Sinohydro Corporation Limited EA 15,000,000
I 8-Apr-17 Sinohydro Corporation Ltd 212,469,767
.I

otal 237,805,317

uplicate payment of Kshs.14,414,441 by the bank in December 2015 could not be
rmed. Similarly, audit review of cash books for Family Bank account number

1 1053 and Transnational Bank account number 18942001 revealed debit balances
at 30 June 2017 of Kshs. 3,797,367 and Kshs. 6,440,882 respectively. The debit balances

been explained by KRA as unapplied transactions which were transferred to Central
ank of Kenya by the commercial banks without updating the system report due to the
issing payment registration number (PRN). However, there is no evidence showing that the

investigated these receipts without payment registration number (PRN) and
the matter

Overdrawn Appropriation- ln -Aid

he audit review revealed that AIA Miscellaneous Revenue is banked in Account No.
000008598 at the Central Bank of Kenya whose reconciled closing cash book balance as

30 June 2017 is however overdrawn by Kshs. 614,483,055. The reasons for overdrawing
e account has not been provided or explanation given.

lncome Tax Refunds Paid to Non-Compliant Taxpayers

ring the year under review it was observed that several taxpayers both individuals and
panies were paid income tax refunds. On review of the taxpayer records, it was

that there are many non-compliant issues that are not taken into account before
ing the refund payment. Some of the issues relate to instances where taxpayers are

id refunds yet they had outstanding tax liabilities both in i-Tax and the Legacy system for
same tax being refunded, some had tax liabilities for different tax heads yet no recoveries

re made, some had not filed tax returns, while some of the returns filed were inconsistent.
following are tax payers who received tax refunds yet they owed the tax authority money
was not deducted on payment.

Sinohydro Corporation Limited E A of PIN No - P0512019'l7l

ring the year under review, Sino-Hydro Company Limited was refunded income tax
ounting to Kshs 237,805,317 on various dates as indicated in the table below;

ile reviewing the taxpayer records it was noted that;

On 1 February 2014, the taxpayer VAT return had reflected a credit balance brought
forward from previous month of Kshs. 91,487,771 that was not confirmed to be correct
since there were no supporting documents availed for verification.

ofthe Auditor-General on the Financiql Statements of Revenue Accountability Statement of Kenya revenue
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a

On 31 October 2015, the VAT return of the company on that month was inflated by
Kshs.3,454,313 to avoid payment of tax. The credit was carried to subsequent months
and as at December 2017, the overall excess VAT credit carried through several months
was Kshs. 90,098,243. This was not recovered when paying the income tax refund.
The taxpayer VAT return indicated exempt sales of Kshs. 13,114,945,412 as indicated
as follows;

Exempt Sales/
Contracts as

captured in returns
Nov-14 3,547,971,921
Dec-14 85,823,139
Total Year 2014 3,633,795,061
Nov-15 3,264,931,500
Total Year 2015 3,264,931,500
Jan-1 6 178,389,178
Nov-16 1,333,356,493
Total Year 2016 1,511,745,672
Mar-17 161,178,478
Nov-17 3,666,871,457
Dec-17 876,423,2452
Total Year 2017 4,704,473,118

Grand total 13,1',,4,945,412

It was not possible to verify these exempt sales since no documentary evidence was
provided to support the exemption during the period of the audit.

It was further noted that there existed variances in declared sales per VAT return and
per lncome Tax Company return. Similarly variances were noted on Purchases/inputs
as detailed below:-

a
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Declared lncome/Sales Purchases
Per Company

Return
Per VAT

Return
Variance

undeclared
sales for

VAT(undeclare
d sales in
account)

Purchase Per
Account

(less
operating

expenses)

Per VAT
returns

Variance

7,793,724,658 5,993,570,677 1,800,153,981 5,681,664,147 1,906,054,014 3,775,610,133

8,780,939,697 4,960,200,535 3,820,739,162 6,178,213,638 2,027,951,919 4,150,261,719

Month Declared



Declared Income/Sales Purchases
f,er Company
i Return

Per VAT
Return

Variance
undeclared

sales for
VAT(undeclare

d sales in
account)

Purchase Per
Account

(less
operating

expenses)

Per VAT
returns

Variance

3,007,944,845 3,212,903,484 -204,958,639 1,951,843,998 1,912,142,264 39,701,734

5,415,934,504 7,965,573,586

The implication of inflated purchases per lncome Tax Company return reduce corporation
tax and company sales not subjected to Output VAT thus reducing the VAT tax liability for
the entity.

Fprrther, the company had the following issues in regard to PAYE as indicated below

The taxpayer filed returns but did not make PAYE payments amounting to
Kshs.81 ,776,842 as from February 2014 to February 2015 yet refund was paid without
recovering the liability.

The taxpayer filed tax returns for the periods March 2015 to February 2017. However,
part or late payments were made resulting in outstanding balance of Kshs. 11,462,791.

a

a For the month of May 2015, the taxpayer made payments of Kshs. 3,986,258 under
PAYE but did not file the corresponding tax return.

Therefore, the refund payment Kshs 237,805,317 may not have been properly analyzed
and authenticated.

1. Transfer of Revenue by Commercial Banks
I

7.1 Failure to Charge Penalty on Late Transfers of Revenue

Computation of penalties revealed that the Authority did not charge any penalty accruing on
late VAT imports, excise duty, IDF and IDF/MSS transfers by Kenya Commercial Bank
(KCB), National Bank of Kenya (NBK) and Cooperative Bank to Central Bank of Kenya on
amounts totaling Kshs 19,176,624,724 '.-

On enquiry, letter reference No. KRA/FIN-REV/KCB 2017 dated 23 June 2017 was availed.
The letter was addressed to KCB requesting the bank to pay Kshs. 10,154,022,241 as
penalties accruing for the period 1 January 2017 to 31 May 2017 on delayed funds transfer.
It was, however, noted that the penalties were computed based on all tax heads making it
impossible to verify and confirm the authenticity and accuracy of the amount due.
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Further, the Authority vide letter reference number KRA/FlN-REV/N8K2017 dated 21
November 2017 demanded Kshs. 10,942,117,020 from NBK as penalty which has not been
honored to date. The amount demanded was for the period 1 January, 2017 to 31 October,
2017 on un-transferred and late transfers. Details of when the amount was collected for
confirmation of the demand penalty have not been availed to date.

ln addition, a review of the CBK-lDF account statement revealed that KCB and NBK remitted
revenue relating to prior years as far back as the financial year 2012113 but no penalties and
interest was levied on the agent banks. As a result, interest and penalties amounting to
Kshs. 96,940,787 was not collected.

7.2 Failure to Demand Penalties on Un-Transferred Revenue- Equity Bank

An un{ransferred revenue amounting to Kshs. 354,760,989 at Equity Bank account number
240299657063 as at 30 June 2017 is outstanding. These amounts mainly relate to the period
2013 to 2015. Neither transfer nor demand letters for penalties on failure to transfer these
funds were provided during the time of audit as evidence that the authority is making positive
steps to collect the penalties.

7.3 Late Transfer of Revenue Collected to Central Bank - National Bank

It was noted that revenue collected by National Bank of Kenya on diverse dates amounting
to Kshs. 456,394,449 in relation to lDF, Excise duty on imports and MSS levy were remitted
late to CBK-IDF/MSS account and CBK Excise duty accounts and no evidence was availed
to indicate that interests and penalties were charge.

Bank Component Amounts
(Kshs)

NBK 2t8t2016 1t6t2017 IDF 148,739,609
NBK 4t8t2016 27t4t2017 Excise Duty 163,063,413
NBK 11t8t2016 30t6t2017 MSS 144,591,428
Totals 456,394,449

Similarly, KRA vide its letter reference number KRA/CSSD l24l13NOL.5/19 of 20 December
2017 had directed the National Bank of Kenya to remit revenue in excess of Kshs. 10.7
Billion it had collected but had not transferred to CBK. Efforts made to procure the
breakdown of this amount and when it was collected by the agent bank has not been
successful since no documentary evidence was provided to support the demand note.

8. Customs Security Bond

Audit of customs security bonds records covering the calendar years 2005 to 30 June 2016
maintained at the bond execution and cancellation unit of KRA revealed the following
unsatisfactory matters:

8.1 Unaccounted for Revenue on Outstanding Bond Transactions Relating to
Companies Under Receivership

Section 38(1) (a) of the Bankruptcy Act, Cap 53 of the laws of Kenya, prioritizes payment of
taxes due to government from the bankrupt entity proceeds.
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udit scrutiny of customs security bonds records maintained in Simba system revealed that
rd lnsurance Company Limited had outstanding security bonds whose validity period

ad expired amounting to Kshs. 1,016,577,286. Audit enquiry revealed that the company
placed under statutory management vide a High Court Order of 6 February,2013 and

icy Holders Compensation Fund appointed as the statutory manager. During the
ry management period, a moratorium was placed suspending any claimant from

rsuing any payment of claim from the company. The statutory management period was
ded up and until a winding up case filed by Commissioner of lnsurance in2016 is heard

settle the outstanding amount and informed KRA to provide accurate data on outstanding
nd liabilities to record the same in their books. No documentary evidence has been availed
date showing that the statutory manager was provided with the data.

rrther, examination of customs security bonds records relating to United lnsurance
pany Limited also under receivership showed that the company had outstanding bond

lities amounting to Kshs. 2,799,478.

a result, the government risks losing revenue totaling Kshs. 1 ,019,376,764 in case the
secured vide the bonds were diverted into the local market without payment of taxes.

Security Bonds Confirmed by Guarantors who's Validity Period Had Expired with
Outstand ing Transactions

t review of security bonds confirmed by various guarantors' records revealed that bondsA

th

ose validity period had expired had not been discharged at the time of audit contrary to
n 107(2) to (a) of the East Africa Community Customs Management Act, 2004. The
had un-cancelled transactions with revenue amounting to Kshs.1,939,493,526. No
ctory explanation has been provided regarding this irregular state of affairs.

Unaccounted for Revenue on Goods Who's Release was Secured with Security
Bonds not Confirmed by Guarantors

U on guarantors' circularization by the KRA, it was noted that security bonds with
g ranteedamountsof Kshs. 1,971,039,101 thatwereusedtosecurereleaseof goodswith

(B.l.F) amounting to Kshs. 41,116,041,652 as perthe records maintained in Simba
m were not confirmed by the guarantors. The said security bonds had outstanding

rsactions with bond in force amounting to Kshs. 473,035,600. As a result of failure by
guarantors to confirm whether they were sureties to the said bonds, it was not possible

to ascertain their authenticity. This in effect puts the government at risk of losing
s.41,116,041 ,652 if the released goods were secured using illegally executed (forged)
s and were diverted into the local market without payment of taxes

Forged Customs Security Bonds

C larization of guarantors, through the bonds execution unit of the KRA revealed that
e security bonds were illegally executed as the sureties disowned being guarantors to
e of security bonds. Audit evaluation of the said bonds revealed that of the 184 security
ds disowned, they had guaranteed amounts totaling Kshs. 2,295,052,286. These bonds

used to secure goods with taxes (B.l.F) amounting to Kshs. 48,641,352,413 as per the
rds maintained in Simba system and had outstanding transactions with taxes amounting
hs.816 294 982
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As a result, the government risks losing revenue estimated to be over Kshs. 48,641,352,413
if the goods were diverted into the local market without payment of taxes.

8.5 Failure to Avail Documents/lnformation in Relation to Treasury Undertakings to
Pay Taxes on Aga Khan Development Network (AKDN) and other Taxpayers of
Similar Projects

Following circularization of guarantors, Jubilee lnsurance Company of Kenya indicated that
they were liaising with the principal (Aga Khan Development Network) to get the bond
particulars before they could give the status report. lt later emerged that Treasury had
undertaken to pay duty costs as VAT would have been exempt on behalf of the four (4) Aga
Khan Development Network (AKDN) agencies imported goods vide Ministry of Finance letter
reference number ZZTSIGPI3O dated 9 August, 2007.

As per Treasury letter reference number ZZf SlGPl3O dated 11 April, 2016 a payment of
Kshs. 67,536,854 was made on 15 April, 2015 in favour of Commissioner of Customs
Seryices, bank account number 01003058234000 and advised AKDN to follow up the matter
with Customs Services and Boarder Control department.

It was further noted that, the Authority had demanded taxes amounting to Kshs. 419,555,913
from Treasury on AKDN projects undertaking vide their letter reference number
C&BC/BOND/03/17 of 8 March, 2017. Efforts to understand the background under which
Treasury undertook to pay duty on behalf of AKDN and other similar projects, did not bore
positive results as information requested on the said projects were not provided to date
contrary to Section 9 (1)(e)(i) of the Public Audit Act, No.34 of 2015. The payment was
premised on the privileges and immunities to AKDN and its affiliated agencies, which are of
philanthropic, charitable and non-profit making which is not the case as per the brief to the
Commissioner General from Treasury.

As a result, it was not possible to confirm if Treasury paid Kshs. 419,555,913 demanded by
the Authority. ln addition, we were not able to establish the exact amount Treasury
paid/owed KRA on the undertakings to pay duty for AKDN and other similar projects carried
out by other companies/taxpayers.

9. Customs lssues

9.1 Makupa - Container Freight Station (CFS) Limited -Mombasa

Audit inspection undertaken at M/s Makupa Container Freight Station (CFS) Ltd during the
month of January 2017 revealed the following unsatisfactory matters.-

9.2 Diversion of Transit Goods lnto Local Market

Examination of records at Kenya Revenue Authority Simba system in respect to Makupa
Container Freight Station (CFS) for vehicles and goods in transit to regional market indicated
that assorted goods and vehicles were delivered and received into Makupa CFS from
Kilindini Port through the Cargo Management lnformation System (CAMIS). However, there
was no documentary evidence to show that the goods/vehicles were indeed sighted and
released at the exit point of exportation and at the same time there was no export
certificates/rotation numbers from border station (Malaba) to confirm that the goods actually
left the country.
Report of the Auditor-General on the Financial Statements of' Revenue Accountability Statement ql' Kenya revenue
Authority ./br the year ended 30 June 2017
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the absence of exit export certificates as evidence of exportation, it is not possible to
lish that the said goods left the country and the goods may have been diverted into the
market without payment of respective duties totaling Kshs.7,851,163. This is in

ntravention of the East African Community Customs Management Regulations 2010
on 104 (7) and 104 (16)

3 Uncancelled Security Bonds

ulation 65 of the Customs and Excise Act CAP 472 requires importer of goods entered
exportation to give bond security in form CB3 to cover removal of goods from the landing
on to the respective CFS. ln addition, Regulation 96 (4) requires the importer of goods

transit to execute a security bond in form CB8 to cover the goods from the port of entry to
point of exit (exportation). Where the bond allocation remains outstanding for more than

days from the date of the entry, the importer is to be called upon in writing to pay the duty
the goods.

r, a review of the Simba system on security bonds revealed that security bonds
ng to Kshs.4, 668,185 which is equivalent to bond in force (BlF) were lodged in

to various transit vehicles/goods and became overdue after 21 days but have not
n realized into revenue and at the same time no documentary evidence of exportation

s produced.

a result of the non-cancellation of security bonds, KRA has not collected Kshs.4, 668,185
ue due. KRA is likely to have lost the revenue as no explanation has been provided to

contrary.

Mitchell Cotts ll - Container Freight Station (CFS) Limited -Mombasa

't Diversion of Transit Goods into Local Market

ofthe Auditor-General on the Financial Statements of Revenue Accountability Statement of Kenya revenue

ination of records in KRA Simba system in respect to Mitchell Cotts ll CFS for vehicles
a goods in transit to regional market indicated that assorted goods and vehicles were

livered and received into Mombasa Mitchell Cotts CFS from Kilindini Port through CAMIS
H , there was no documentary evidence to show that the goods/vehicles were indeed
si hted and released at the exit point of exportation and no export certificates/rotation
n mbers from border station (Malaba) were availed to confirm that the goods actually left

country

ln absence of exit export certificates as evidence of exportation, it is deemed that the
were diverted into the local market without payment of respective duties totaling

s.3,534,164 in contravention of the East African Community Customs Management

9

ulation 2010 section 104 (7).

Portside-Container Freight Station (CFS) Limited - Mombasa

it inspection undertaken at M/S Portside Freight Terminal Station (CFS) Limited during
month of August 2016 revealed the following unsatisfactory matters:-

I fbr the year ended 30 Jttne 2017
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9.5.1 Diversion of Transit Goods lnto Local Market

Examination of records in KRA Simba system in respect to M/S Portside Freight Terminal
Station(CFS) for vehicles and goods in transit to regional market indicated that assorted
goods and vehicles were delivered and received into M/S Portside (CFS) from Kilindini Port
through CAMIS However, there was no documentary evidence to show that the
goods/vehicles were indeed sighted and released at the exit point of exportation and at the
same time there was no export certificates/rotation numbers from border station (Malaba) to
confirm that the goods actually left the country.

ln the absence of exit export certificates as evidence of exportation, it is deemed that the
goods were diverted into local market without payment of respective duties totaling
Kshs.14,516,162 in contravention of the East African Community Customs Management
Regulation 2010 section 104 (7) and 104 (16)

Uncancelled Security Bond
Examination of documents at KRA in relation to security bonds in the Simba system revealed
that security bond amounting to Kshs. 18,627,324 which is equivalent to bond in force (BlF)
were lodged in respect to various transit vehicles/goods and became overdue but have not
been realized into revenue nor were they cancelled. No documentary evidence were
provided to indicate exportation of the good. As a result of the un-cancelled security bond,
lack of evidence of exportation and lack of evidence of payment of duty, goods with customs
value of Kshs. 52,836,816 attracting bond in force for Kshs. 18,627,325 may have been
diverted into the local market without payment of tax. Therefore the Government may have
lost revenue amounting to Kshs.18,627,323 as a result contrary to Regulation 65 of the
Customs and Excise Acl CAP 472.

9.6 lnterpel - Container Freight Station (CFS) Limited -Mombasa

Audit inspection undertaken at M/s lnterpel- Container Freight Station_CFS) Limited during
the month of August 2016 revealed the following unsatisfactory matters.

9.6.1 Diversion of Transit Goods Into the Local Market

Examination of records in KRA Simba system in respect to M/s lnterpel Container Freight
Station (CFS) for vehicles and goods in transit to regional market indicated that assorted
goods and vehicles were delivered and received into M/s lnterpel (CFS) from Kilindini Port
through CAMIS (Cargo Management lnformation System). However, there was no
documentary evidence to show that the goods/vehicles were indeed sighted and released
at the exit point of exportation and at the same time there was no export certificates/rotation
numbers from border station (Malaba) to confirm that the goods actually left the country.

ln the absence of export certificates as evidence of exportation, the export of good may not
be confirmed and therefore the duty of Kshs. 8,429,633 worth Customs value of
Kshs.19,053,929 was not paid contrary to East African Community Customs Management
Regulation 2010 section 104 (7) and regulation 104 (16).

Reporl ol'the Auditor-General on the Financial Stcttements of-Revenue Accountabilily Statement ry''Ken1:u revenue
Authority ,fbr the year ended 30 June 2017
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Un-cancelled Security Bond

ination of the security bonds at KRA Simba system revealed that security bond
nting to Kshs. 21,710,901 which is equivalentto bond in force (BlF) were lodged in

to various transit vehicles/goods and became overdue have not been realized into
ue. KRA management have not provided any documentary evidence of exportation or

lid explanation on the issue. As a result of the un-cancelled security bond, goods with
value of Kshs. 2,702,876,791 attracting bond in force of Kshs.21,710,901 has not

realized into revenue. This is contrary to Customs and Excise Act CAP 472 regulation
Therefore the Government may have lost Kshs. 21,710,901

7 Autoport Container Freight Station (CFS) Limited - Mombasa

udit inspection carried out during the months of August and September 2016 at Autoport
ner Freight Station (CFS) Limited revealed the following unsatisfactory matters:

7.1 Customs Warehouse Rent (CWR)

ation of entries at KRA Simba system revealed that some entries were not entered
in the stipulated time period of 21 days after commencement of cargo discharge from

e vessel and it is not clear whether the goods were deposited in the customs warehouse
these observations, it therefore means that the goods attracted customs warehouse

nt after the 21 days till when the goods were finally entered and released at the CFS
re has been no documentary evidence provided that payment was actually done. As a

ult, the government might have lost Kshs._Kshs.2,852,399 as revenue contrary to the
Africa Customs Management Regulation 84 (1) and East Africa Community Customs

nagement Act (EACCMA) Regulation 34 (1)

.2 Undervaluation of Motor Vehicles

A number of second hand motor vehicles imports were found under-valued due to use of
depreciation rate. ln most instances, declarants applied depreciation rates lower than

plicable rates depending on the age of the vehicles. As a result of using wrong
preciation rate, revenue amounting to Kshs.1 ,025,202 was not collected although a

and note for taxes was sent vide letter ref. C&BCD/AUT/Demandl2017l01 of 171112017
taxe due has not been corrected and management has not given reasons for the same

9 3 Use of Wrong ldentification Tariff

rmination of entry 5527644 which is part of IDF E1505054360 in relation to importation
cooking oil revealed that the declarations were done using the wrong Tariff ldentification
l) number 15111000 which did not attract import duty at a rate of 25% and no action was

ta n. As a result of the use of wrong tariff miss-declaration, revenue amounting to Kshs.2,
,954.907 was not collected. Although a demand note was issued to the importer vide
r ref. No. CSD/AUT/Demands12017l32, no evidence has been provided by KRA that

the revenue was collected by the time of the audit.

of the Auditor-General on the Financial Statements of Revenue Accountability Statement of Kenya revenue
A .fbr the yeur ended 30 .lune 2017
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9.7.4 Failure to Export Goods Under G56 Regime

Examination of records at Autoport Container Freight Station (CFS) Limited lndicated that
9,391 ,420 kg of cooking oil with a customs value of Kshs. 620,756,108 was imported under
C491 which enjoyed remission of duty under C56 regime by M/S Haddo lndustries Limited,
Skylink Oil Limited, Sea View Oil Limited and Gulf Skytop Limited for the period 2014,2015
and 2016.

Examination of self -assessment records available for individual importers in i-Tax for
monthly value added tax returns to back import and export claims for the year2O14 and
income tax returns to back annual business turnover for the year 2015, indicates
discrepancies on information submitted by the taxpayers.

Duty remission manual clearly states the stringent application procedures and guidelines
that the duty remission committee would rely on whenever vetting applicants for duty
remission is done. The application as indicated above do not comply to procedures and
guidelines as clearly stated in the manual.

Therefore, due to lack of accurate self-assessment returns clearly stating import and export
entries to back claims of exports by the manufacturers, the Government may lose
Kshs.293,307,261as tax remission.

9.7.5 Diversion of Transit Goods into the Local Market

Examination of records in the Simba System revealed that goods with Bond in Force (B.l.F)
value of Kshs. 284,711,299 had not been issued with export certificates and no exit reports
at the border station were input in the Simba system implying that the good may not have
been exported. This is contrary to the East Africa Customs Management Regulation 104 (7)
and Regulation 104(17). As a result, the Government may have lost Kshs.284,711,299 in
duty since the goods might have been diverted into the local market without payment of duty.

Responsibilities of Management and Those Gharged with Governance for the
Revenue Accountabil ity Statement

Management is responsible for the preparation and fair presentation of this revenue
accountability statement in accordance with lnternational Public Sector Accounting
Standards (Cash Basis) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

ln preparing the revenue accountability statement, management is responsible for assessing
the Authority's ability to continue as sustain services, disclosing, as applicable, matters
related to sustainability of services.

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

Report ofthe Auditor-General on the Financiul Statements of'Revenue Accountability Statemenl qf Kenya revenue

Authority /br the ltear ended 30 June 2017
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hose charged with governance are responsible for overseeing the Authority's financial
porting process

ditor-General's Responsibilities for the Audit of the Revenue Accountability
ment

audit objectives are to obtain reasonable assurance about whether the revenue
untability statement as a whole is free from material misstatement, whether due to fraud

error, and to issue an auditor's report that includes my opinion in accordance with the
sions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
pliance with Article 229(7) of the Constitution of Kenya. Reasonable assurance is a high
of assurance, but is not a guarantee that an audit conducted in accordance with lSSAls

ll always detect a material misstatement when it exists. Misstatements can arise from fraud
error and are considered material if, individually or in the aggregate, they could reasonably
expected to influence the economic decisions of users taken on the basis of this revenue

ent.

part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
a maintain professional skepticism throughout the audit. I also

ldentify and assess the risks of material misstatement of the revenue accountability
statement, 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.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Authority's 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 sustaining 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
revenue accountability statement 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 sustaining services.

valuate the overall presentation, structure and content of the revenue accountability
nt, including the disclosures, and whether the revenue accountability statement

of the Auditor-General on the Financial Statements of Revenue Accountability Statement o.f Kenya revenue
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represents 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 Authority to express an opinion on the revenue accountability
statement.

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, related safeg uards.

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

Nairobi

13 July 2018

Report o/'the Auditor-General on the Financial Stutements o/'Revenue Accountability Statement qf Kenyu reyenue
Authority ,/br the year ended 30 June 2017
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nya Revenue Authority
A nual Report and Revenue Accountability Financial Statements For the Financial Year ended

June 201 7

9 STATEMENT OF REVENUE COLLECTIONAND TRANSFERS

of Treasur5r Tax by Tax Head For Financial Year ended 3oth June, zorT

Notes Actual Receipts for
period ended 3oth
June zorT

Actual Receipts for
period ended 3oth
June zo16

KShs KShs

lollections
1 lreasury collections

'axes on Income, Profits and Capital
)ains (PA I{E, Corp or o.tion Tox,
mdCapits.Isg:in) 14.L 63o,466,86t,2t6 s6+,8go,sss,6sz

on 14.2 86o,8q+,roz r,zor,rq8,rr6

on Goods and Seryices 14.3 515,772,o9r,5O7 46t,269,tt6363
on International'lrade &

NS L4.4 ttt,647,243398 ro7,tt7,t75,t8t

Taxes 14.5 8,6t4,66o367 ro,+r6,zBg,o68

S

R

lles of Goods and Services(Traffic
evenue) 14.6 3,o59,861,43o z,B5g,zz5,t4g

o
cl

ther revenue (Other receipts not
assified elsewhere - RDL) 14.7 t8,9o2,5t6,338 17,27i369,562

T otal Treasury Collections
11 1,289,3,24,128,.qs8 t,t64,967,4o3,o96

A1 Sency collections 11 9zrtz6,tt6,o68 63,t64,85,2,ts7

3 A1A-Revenue 11 83,oo3,4r7 t6t,t56,669
G
Tr

:oss Revenue Collections -
'easury &Agencv 11 r.38r.s3g.z 47.842 t,zz8,2gg,4tt,gt6

Tr ansfers

Tr rnsfers to Treasury 14.8 r,z7s,8zz,z+6,66r t,t47386,526,292

Trr lnsfers to Principals 14.e(A) 8g,szo,+zg,66s 61386,239,345

AE ency commissions (Inclusive of VAT) 14.1O 2,r37,32s,893 t,465,424,57o

fments 14.11 13,358,642,486 r6,885,r7r,o34

AL [-Revenue 14.e(B) 8z,zo6,6zz r6r,o46,838

To tal transfers and commission t,378,gz7,g1r,S77 1,227,284,4o8,o8o

lances for Transfer z,6os.8g6,a6s rroo9roo3r836
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Kenya Revenue Authority
Annual Report and Revenue Accountability Financial Statements For the Financial Year enderl
30th June 2017

1(). STATEMENT OF FINANCIAL POSITION
Statement of Financial Position as at 30th Ju 2017

Notes As at 3om
June z,or-7

As at 3om
June zot6

KShs KShs

Cash and cash equivalent

z.ogr.zo6,z6t to,t7t,z7t,67q'Closing Balance- Exchequer r+.rz(A)

r+.rz(B) r,r83,268,324 7t4,9o7,8t4Closing Balance- Agency

q.qzr,zr3,48s +,zog,+o8,8s8Closing Balance- Refund Payment Account
14.15

Closing Balance- AIA q.rz(C) 7s8,3lq q6r,s6s

rs.sqo.saq.gr6Total cash and cash equivalent r8,r96,446,38r

Represented by Cash in Transit:

ra.rr(A) to,tZt,z7t,679 ro,344,394,875Opening Balances- Exchequer

40r,719,573Opening Balances- Agency r+.rg(B) 7t4,9o7,8t4

14.15 +,zog,+o8,8s8 *8sq,szs,8sz
Opening Balances- Refund Payment
Account

Opening Balances-AlA r+.rs(C) 96r,565 85t,74o

2,6os,8q6,+6s r,oog,oo3,836Balances for Transfer (C.I.T)

r8,r96,446,38r r5,59O,549,9r6Total closing balances

3l



(enya Revenue Authority
A]nnual Report and Revenue Accountability Financial Statements For the Financial Year ended
30th June 2017

11. STATEMENT OF TARGET VS ACTUAL PERFORMANCE BY TAX
HEAD AND AGENCY

Target - Treasurlr
Actual Receipts
for period ended
goth June zorT

%
target
realized
for
period
ended
Soth
June
2017

Actual Receipts
for period ended
3oth June zo16

Year
on ye:rr
Growth

KShs KShs % KShs m

Collections
Treasurlr
collectlons
Taxes on Income,
Profits and Capital
Gains 66g,ss+,qo6,8sr 6go,+66,86r,216 9s% 564,83o,535,657 l2o/o

Taxes ofi Property t,542,9o8,837 86o,894,ro2 s6% r,zor,198,rr6 -28%
Taxes on Goods and
Services sgZ,z6+,zrz,g6o 5t5,772,ogt,5o7 96% a6r,z6g,u6,l6t tz%o

Taxes o4r International
Trade &lTransactions rtq,943,244,153 ttt,64z,z43.jg9 93o/o to7,tt7,t75,t8t 4o/o

Other Taxes (Stamp
duR') tz,6St,oz6,g47 8,6t4,66oi3,67 68% ro,+16,289,o68 -tjo/o
Sale of gloods and
Servicesl(Traffic
Revenud) 4,8or,9o6,558 3,o59,86r,43o 6+% z,8s9,zzs,r49 //o
Railway Development
Levy r8,8q8,sgg,gzs r8,9o2,sr6,338 tooo/o tz,zz3,i6g,s6z g%

:easury
ons 1,358,437,3os,219 1,289,324,re8,3S8 9\Yo t,t64,967,4;ol.oq6 tt%o

Less: Prov. fbr Refunds
(DTD) r8,o6z,BgB,+gr r3,464,ooo,ool / 5/o t4,68o,g44,ooo -B%o

Less: Prov. for Refunds
(CSD) 2,Boo,ooo,ooo 2,8oo,ooo,ooo looo/o 2,7()O,OOO,OOO 4%

Net r.3?7.s74./166.t8r t1273,o6o,128rBS7 9s% t,t4z,586,4sg,096 ttY"

Agencv collections

Airport $evenue 6,6o4,3o5,756 tt,tgg,zz7,64z t7o%o 6,szo,t6z,o6g 7oo/o

Aviation Revenue
4,427,705,830 4,8s4,261,1os lloo/o q,,tzt,gzs,z68 18%

Petroleutr
Developr]nent Fund t,82t,7oo,846 2,t67,775,822 ttg%o r,974,2t6,94o lou/o
Road Malntenance
Lew 7s,s21,748,o44 6q,ss6,gzt,agz g2o/o 45,4o7,364,24o *%
K.AA. Concession lo60/o tL%o
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Fees 72O,475,357 rz7,3to,o88 tt4,428,833

Road Transit Toll t evy
zts,6oo.4o7 737,to5,t65 toSYo 6zl,got,zz6 9o/o

Sugar Lery r,529,524,749 rt4,5gg,6z5 -o///o r,356,5r2,8s8 -92%
Petroleum Regulatory
Lew 735,28t,8o4 497,737,887 68o/" a8s,rgq.z4t 3o/o

Merchant
Superintendent
Shipping Lew t,t2t,753,689 r,3z7,s8q.rgo tt8%o q34,436,781 42%o

I(EBS Levy q9z,Szo,ozq 5or,3rz,3r.8 LOQo/o 474,553,260 6o/o

Traffic Fees-Agency r,r8q,8co,q6s r,o42,275,73i 88o/o r,osz,ror,896 -1, o

TotalAgenry
Collections 94,270,797,521. 92,126,116,o68 g8"A 63,t64,8Sz,tS7 46%lo

AIA Revenue
(Miscellaneous) 83,oo3,4r7 o%o r6r,rs6,66g -48%
Sub-totals (agency
&AIA revenue) 94.270,797,521 92.20(,,11(}.485 e8% 63,gz6.oo8.8zo
Total Revenue
Collections 1,431,845.264,3(J2 t,36s,269,247.841 95o,6 1.2tO,9!2,467.9t6

Kenya Revenue Authority
Annual Report and Revenue Accountability Financial Statements For the Financial Year ended
30th June 20'17

A2. STATEMENT OF TARGET VS ACTUAL PERFORMANCE BY
DEPARTMENT

Target - Treasury
Actual Receipts

FY zot6ltt

%
Target

realized
FY

zorslt6
Actual Receipts

Ff zors/r6

Year
onyear
Growth

KShs KShs o/o KShs %o

Revenue
collection

I
Treasury
collections
Customs
Services
Department
Gross CSD Treasury
Collections 373,37r,r78,555 355,738,879,o14 9s% 3i8,725,250,292 -o/5/O

Less: Prov. for
Refunds 2,8OO,OOO,OOO z,8oo,ooo,ooo tOO%o 2,7()O,OOO,OOO +%
Net CSD
Treasury
Collections S7o,S7t,L78,SS9 352,938,879,or4 95% 336,o25,25o,292 -o/5/o
Domestic Taxes
Department
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Collections
P

d
:ov. for

rB,o6z,8g8,+sr r3,464,ooo,oor - -o//5/O ra.68o.gaa.oo f -8o/o

)1

iu
ct

ID
ry
ions g6z,zor.38t,66l 9r7,o6r,387,9r3 s5%o 8o8.zor.s8s.6sl I tcYo

R.evenues 4,8or,9o6,ss8 3,osg,B6t,43o 6c% z,8sg,zzs,t4. ) -o///o

, c ons
i Services
ent 9t,466,272,226 90,585,497,282 99% 6o,73o,677,o7o 49o/"

;ti
m

c Taxes
ent r,6t+,69+,lzo s8r,z+6,q6s 360/o r,s4i.zzg.8sa -62%

R evenues r,r89,83o,965 t,o42,275,733 88% r,o5z,ror,896 -t%o
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Less
Refu
Net
Trea
Collr

Trafl
lTreasury
:tions ,*A1',l.8',?it./166.tBt r.zzt.o6o.rg8.gsz q60a r.raz.n86.asq.oq6 Llo/o

Tota
colle

Custc
Deoar
Domr
Depar

Traffi
'l'otal
collec

Agency
tions o^-2'70-,7q,7-421 oz-zoo-rro-48< o8% 6r.sz6.oo8.8zo 46%

Total.
Collec

tevenue
tions r.agr.8as.e6a.*oz r.36s.26q.2L'7.8L,: gEYo 1.21o.q1a.d.62.qt6 tl%o



Kenya Revenue Authority
Annual Report and Revenue Accountability Financial Statements For the Financial Year endeC
30th June 2A17

13. ACCOUNTTNG POLTCTES

a. Reporting Entity

The Revenue Accountability Statements has been prepared by the Kenya Revenue Authority.

b. Basis of Preparation

The financial statements comply with the requirements of the Public Financial Management Act of

zorz and the cash basis of International Public Sector Accounting Standards.

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

The financial statements are presented in Ken1,a Shillings (KShs), being the currency of legal

tender in Kenya which is the functional and reporting currency of the Government of Kenya.

c. Reporting periods

The Government of Kenya Fiscal Year runs ftom 1.t July to 3oth June. The financial statements

cover the period r.t July zo16 to 3oth June 2oL7. The comparative figures reflect the rz months

ended 3oth June 2ot7.

d. Significant accounting policies

The Financial Statements have been prepared in accordance with the following policies, which

have been applied consistently in all material aspects, unless otherwise indicated:

(a)Receipts

Revenue is recognized at the point of collection. Only taxes billed/assessed and collected are

recognized as receipts under the cash basis of accounting. Revenue billed/assessed during the year

but not yet collected is disclosed as receivable for purposes of disclosure.

(b) ?ranqfers

The transfers relates to payments made from the collection accounts to the Treasury receiver of

revenue account. It also related to transfers made to the various principals.

a
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Prouision ing for r efund

of Kshs t8,g76,447,tr4.oo was set aside for purpose of refund of claims on items specified

table r4.r5 below. During the year, additional fund of Ksh. 7,o9r,84t,894.oo was received

The National Treasury to cater for Pre December 2o1B outstanding VAT refund cases

Agencg commission

Authority receives an allocation from The National Treasury as determined by the Cabinet

each year, not exceeding z% of the revenue estimated in the Financial Estimates for each

year to be collected by the.Authority. This is the main source of revenue for recurrent

ofKRA.

the Authority also charges a commission of 2o/o on collections made on behalf of other

. The commission is deducted at source plus t6o/o vat thereon before remittance to the

andequiualents

and equivalents comprises of cash in transit.

t euents

have been no events subsequent to the financial year end with a significant impact on the financial

for the year ended June 30,2017.

A

(e)

(0

In
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,.4. NOTES TO THE REVENUE ACCOUNTABILITY STATEMENT

r4.r. Taxes on Income, Profits and Capital Gains

r4.2. Taxes on Property

r4.3. Taxes on Goods and Serwices

a

8

Actual Receipts for
period ended 3oB
June zotT FY 201s/15

Actual Receipts
for period ended
loth June zo16

KShs KShs KShs 1(Shs

I
Income Tax from
Individuals (PAYE) 336,ss6,366,4s8 stz,osr,647,z87
Income Tax from
Corporations

a) Other Income
Taxes z9zB4z,7zz,97S.8s za6,s6q,qso,7r8.3r

b) TurnoverTax
I ror,58z,r46.3o 38g,z76,o38.zz

c )Capital Gains Tax z,+rB,zr8,z6s.ss S,Bro,Sgz,74o.So

d) Rental Income
4,OO7,47r,331.O9 zg3,8zo,4g4,7tg z,o33,rz3,87g.oo

Total 69o,466,86r,2t6

FY zor6/rt FY zorslr6
KShs KShs

Land Rent B6o,8g4,r.oz 1,2O1,198,116

FY zo16/rz FY zors/16
KShs KShs

1 VAT on Domestic Goods and Services 2o6,545,t37,254 174,O50,9r5,589

, VAT on Imported Goods and Services 143,49r,2O6,17r t42,227,O19,941

3
Excise Receipts (Air time + domestic +
import+Fin.services) 165,795,748,o82 r44,99r,r8o,833
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r4.4. Taxes on International Trade & Transactions

r4.S. Other Taxes not elsewhere classified

6. Sales of Goods and Services

r4.7. Railway Development Levy

14.8. Transfers to Receivers of Revenue - Treasury

The
E3rr

{ollowing is a breakdown of funds transfer from the collections accounts to the Treasury Account

I Account:

FY 2016/17 FY 2015/16

KShs KShs

1 Customs Duties(Import Duty ) 8z,r6r,rsg,gzs Br,z66,+8s,ozo

q
Other Taxes on International Trade and
Transactions (IDF Fee) z4,486,ogo,o7s zs,8so,6ge,t6r

Total ttt,6L7.z43.3sB to7,tt7,t75,18r

FY eor6 1 F"r
KShs KShs

Other Taxes not elsewhere classified (Stamp
8

F;Y zor6lrz FY zorslr6
KShs KShs

Traffic revenue 3,o59,861,43o z,Bsg,zzs,r49

FY zo16/rz FY zots/r6
KShs KShs

Railway Development Ler,tr rB,goz,5r6,33B t7,z73s6g,s6z

Name of bank account by
tax head

CBK Account
Number

Funds transferred to
Treasury FY 2016117

Funds transferred to
Treasury FY FY
2015n6

KShs KShs

I
Income Tax from
Individuals (PAYE) 1000009877 gtz,o6g,ogz,zq9 3t5,2o9,585,752

o
llncome Tax trom
lCorporations

roooooT33B
roooooBg3B 29o,555,554,930 252,7cJ9,279,920
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[4.9. Transfers to Principals

(A) Trantsfers bg BankAccourtt

The following is a breakdown of the transfers tiom holding accounts to principals

7000223577

.1 Land Rent roooooST4r 8zq,gsr,8qg t,tgo,z6\,zt}

4
VAT on Domestic Goods
and Services

1ooooo7354
1OOO22OO23 rgz,g6s,g9s,3zg tsg,ssq,szs,z6z

5

VAT on Imported Goods
and Services 7OOOOO7427 r44,82o,612,994 t4t,o94,957,892

6
Excise on Domestic Goods
& Services rooooo84Bz 55,499,960,O92 48,986,573,257

7 Excise on Airtime 1OOOOO7915 15,963,8o9,r6r r+,88+,sss,ss6

B

Excise on Financial
Services 10000C)7923 rz,s8r,3rr,o66 9,ot2,674,488

I Excise on Imports 1OOOOO7419 8o,294,494,743 68,223,ot3,437

Lo
Customs Duties (Import
Duties) roooooT4oS B8,ooo,5r8,47r Bo,soz,6s6,gzr

11

Import Declaration Fees
(IDF) tooooo7443 z+l8o,qq8,oz9 zs,z6q,qr8,sgs

t2 Stamp DuW roooooB3rB 8,6to,496,579 1(,, ]4O,.tCC.672

13 Railway Development Lery rooorBo536 r8,qgs,og6,ss+ t7,t8o,74s,62t

t4 Traffic revenue
tooooo7478

/roooooB14S z,B77,o'g,567 2,753,o73,707

Total r.zzt.8zt.za6.66r r.raz.g86.sz6.z9z

AGENCYACCOUNTS ACCOUNT NTIMBER FY zo16/17 Ff sors/r6
KShs KShs

1 Airport Revenue (APSC) 10()0007451 1C),941,509,395 6,++6,tqs,+s6

2

Petroleum Development
Fund (PDF LEVY) 1OOOOO7435 2,108,926,131 l,gzt,zo9,o76

3 Road Transit Toll Levy 1OOOOO781B 738,248,79r 65r,o2o,638

4
Sugar Development Levy
(SDL) ro oooo77 29/ r.oooooBr r3 177,94O,9t4 't,9z6,o4t,76o

5 K.A.A. Concession Fees roooooBrcr r27,730,O85 ro8,76T,6ot
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5 K.A.A. Concession Fees roooooSrzr t2 o 1

(B) Transfers to KRA (AIA)

( QTransfers by Principal

The folflowing is the breakdown of the principals to whom funds were transferred to during the year:

Name of Principal Funds Transferredto
PrincipalsFY zor6/tt

Funds Transferredto
Principals FY zors/r6

KShs KShs
1 Kenya Airports Authoriw 10,941,509,395 6,qq6,s,qs6

2 TrEasury/ Ministry of Energy z,to9,926,lg1- t,gzt,zo8,o76
3 Kenya Roads Board 7i8,248,79r 6sr,ozo,6gB

4
S{gar Directorate (Agriculture
and Food AuthoriW) tlt,g4o,9t4 1,326,o4t,760

5 Kdnya Airports Authority tzz,zlo,o9s ro8,z6z,6or
6 KeWa Civil Aviation AuthoriW 4,7s6,tBs,otz 4,O22,OO4,421

7 Enerry Regulatory Commission 484,s37,709 +6q.8as.soq
B Kenya Maritime AuthoriW t,296,TBg,t21^ 912,757,847

I Kenya Roads Board 67,4gB,zB7,Bgs 43,828,482,787
10 Kenya Bureau of Standards 490,4t3,94r 6zo,rlt.z6o

11

National Transport & Safety
AuthoriW r,ozs,86o,zgr r,ozq,Bzq,+qo

6or

rooooozSz6 4,756,L85.o126

Aviation Revenue (DCA
Aviation) 4,O22,OO4,42L

Petroleum Rezulatory Lew IOOOOOgO04 484,s37,7C,9 46s,84s.sos7

8
Merchant Superintendent
Shippins Lew (MSS) roooooT44j r,zg6,z9g,rzr 912,757,847

9
Road Maintenance Ler,y
(RML) roooooT5r6 6z,qs&,z9z,8ss 43,828,482,787

10 KEBSLEVY 7OOOOO7702 490,413,941 67o,tst,76o

11 Traffic Fees - AGENCY rooooo7486 1,o25,860,731 t,ozg,Bzg,4go

8q.szo.acs.66sTotal 6r,386,a39,94S

dIA ACCOUNT
NI]MBER FY zo16/rz FY zors/r6

I KShs KShs
Miscellaneous roooooSsgS 83,2o6,672 r6r,o46,838

40



6r,386.zgg,g4s89,szo,4zg1665

Kenya Revenue Authority
Annual Report and Revenue Accountability Financial Statements For the Financial Year ended'
30th June 2017

Total

14.10. Agency commission

The following is a breakdown of the agency fees analyzed by Principal:

AGENCYACCOUNTS W zor6lrz FY sorsl16

KShs KShs

I Airport Revenue (APSC) z5g,B22,o8t rsz.+zz,z6o

2
Petroleum Development Fund (PDF
LEVY) 50,292,399 +s,8or,8gg

3

4

RDL LEVY

Road Transit Toll Lew t7,too,84o t5,634,52t

5 Sugar Development Lerr, (SDL) 2,658,7t1, It,+zr,og8

6 MISCELLENEOUS

7 K.A.A. Concession Fees 2,953,594 2,654,749

B Aviation Revenue (DCA Aviation) rre,6r8,Bs g5,6z9,7gt

9 Petroleum Regulatory Lery rr,547,519 t1,,256,634

10
Merchant Superintendent Shipping
Lew (MSS) 3o,8oo,o69 zt.6z8.gzz

11 Road Maintenance Lery (RML) t,6t3,7zo,s7g t,o53,45O,85O

t2 KEBS - Lew tt,6so,446 rr,oog,636

13 Traffic Fees - AGENCY 24,t9o,797 24,408,764

TotaI 2,t37,325,893 t,465,4z4,Sjo
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14.11. Provision for Refunds and Payments

Year ended

a.zog.ao8.8s8,ening balance
\

nsfers - Provision for Refunds

iD 300,ooo,ooo 3OO,OOO,O 00
\r

1 for refund

D 2,40O,OOO,OOO )o
I

- Excise Duty provision for refund

D VAT Domestic for reluntl t3,464,ooo,ooo.oo
- VAT Domestic provision for
d(Additional fundins)

) Income Tax provision for refund 2,3OO,OOO,OOO
I

for refund

for refund 8zS47,tt4 6,ooo,ooo

Tr 6o,ooo,oooI 'affic Revenue Provision for Refund 30,1OO,OOO
I

p 17.75,4.OOO,OOO1

I

rovisioning t8,576,447,rr4

-E

T the tA,3,S8,64z,486

\I

+.zoc.+o8,8sB

I

CI J Iralance g,gzt,zt3,4B5

9,92r-,2r3,485on Refund

W zor6ltz Ff zors/r6
KShs KShs

r.8sa.szq.8qz

ra.688.ooo.ooo

?oo.ooo.ooo

r6.88s.rzr.oca

4.703.4o8,8s8Bankbor
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14.12. Closing balances

The following is the movement in the closing balances:

(A) Treasury Collections

EXCHEQUER FY zor6lrZ FY zors/t6
Cash In Transit as at

3ott June aorT Cash In Transit as at
3oth June zo16

KShs KShs

1 Income Tax from Individuals (PAYE) 2t2,34O,6Ot 679,ott,3iz

2 Income Tax from Corporations 2,556,844,484

t,705,464

1,521,9O1;695

3 Land Rent zo.r6g.z6r

4 VAT on Domestic Goods and Services 273,737,536 r58,595,6rr

5 VAT on Imported Goods and Services t,6zz,Bs6.ss6 3.O03,303.379

6 Excise Domestics 50,OOO 8B8,sr6

7 Excise Imports t,237,t86,445 2,249,978,52o

B Excise Financial Services q,Bo:,6ro

9
Customs Duties(Import)

452,554,427 1,591,919,575

10 IDF Fee t64,843,482 459,201,435

11. Stamp Duty t3t,597,28t zog,78o,6o8

t2 Railway Development Ler.ry 797,793.077 23O,373,287

13 Traffic revenue 198,Bs3.3os 46,151,442

TOTAL 7,O9t,2O6,26L 10,171,271,679
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) Closing balance Agency Accounts

(C) Closing analysis - AIA REVENUE

W zor6lrz FY zorslr6\ AGENCY
ICShs I6Shs

r,866,6oo i,970,4351 Airport Revenue (APSC)

34,650,565 t7,t69;3592 Petroleum Development Fund (PDF LEVIO

3 RDL LEVY

20,79o,891RoadTransit Toll Lew 2,546,4254

5 Sugar Development Lew (SDL)

Soz,zso 4,tBo,8416 K.A.A. Concession Fees

1,733,O32 t6,225,7967 Aviation Revenue (DCA Aviation)

5,799.772p!..ot",rrn Resulatory Lew 7,452,4378
Merchan
(MSS)

t Superintendent Shipping Ler,y

9

r,o,r96,700 63s,283,62210

I

Rohd vtaintenance Lew (RML)

ro,o88 742,t5611 KEBS - Ler,y

to,6g+,gqz2,929,t47

t,t8g,z68rgz4

FY zors/r6W zot.6/rz
I(Shs I(.Shs

758,31o g6t,s6s6 Ir-r.eNnous
q6r,565I 758,3rO

44
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14.13. Opening balances

The following are the opening book balances:

(A) Treasury Collections

(B) Agency Collections

ICShs

a

EXCHEQUER FY zor6/rz FY zorslr6
Cash In Transit as
at 3oth June zorT

Cash In Transit as
at Both June zo16

KShs KShs
1 Income Tax trom Individuals (PAYE) 679,orr,3sz g,8s6,q+q,8rz

D Income Tax from Corporations r,S21,9o4,69S t,z3z,z96,z4s

3 [,and Rent zo,r63,z6r q.zgo.gs8

4 VAT on Dornestic Goods aad Services r58,sqs,6rr 33o,255,{E4

r,87r,24r,33o5 VAT on Imported Goods and Services 3,oo3,3o3,379

6 Excise Domestics 888,sr6 qq4.3q1

7 Excise Imports 2,293,768,o8r 765,3o6,sso

B Excise Financial Services r6,zro.43g

9 Customs Duties 1,591,9r9,575 r,rz8,ogz,87s

10 (IDF Fee) 459,2oL,435 szz,gzz,668
11 Stamp Duty zog,z8o,6o8 139,351.212

t2
13

Railway Development I-ew zgo.lzl,zSz tzlSaq.?,a6

Traffic revenue 46,r't,442

TOTAL to.tzt.zzr.6tg tO,344,994,875

AGENCY FY zot6lrz FY zorslr6
I(Shs

1 Airport Revenue (APSC) 3,970,435 32,385,588
.) Petroleum Development Fund (PDF LEVY) rz,r6q,gsg 9,962328
.') RDL Lew
4 Road Transit Toll Le\,y zo,7go,8gt 73,544,274

5 Sugar Development Lery (SDL) l,OOO,OOO

6 K.A.A. Concession Fees a,r8o,8ar r.rz+,9s8

7 Aviation Revenue ( DCA Aviation) t6,275,796 tt,936,24t
8 Petroleum Regulatory Ler,y 5,799,772 1,702,174
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Merchant Superintendent Shipping Lery

(C) Opening balance AIA

AIA FY zor6ht FY zors/r6
KShs KShs

6 MISCELLENEOUS 96r,565 8sr,74o

l\.14. (A) Statement of Outstanding Revenue
\

The follow\ng is a summary of tax arrears owed by the taxpayers as at 3o"th June, zotT andthe comparative
period: \

Particul:rrs Custom Services
Department

Domestic Taxes
Department Total

\ KShs KShs KShs

Balance brought
fonvard r8a.8os.rl6.or6 r84,8o5,136,or6

Current year
z,48s,rsg,sqg z,a8s,rsq,sqg

Closing balanoe tgz,zgorzg316og tgz,zgo,zg5,6o9

14.14. (B) State[nent of Outstanding Refund claims as at 30th June 2017

Domestic Taxes

3

10 Road Maintenance Levy (RML) 63s,z8s,6zz ro9,853,org

11 KEBS - Levy zq,z,l,s6 207,330,29r

r2 Sugar Development Levy (SDL)

13 Traffic Revenue Fees (Agency) ro,694,g4z rz,83r,3oo

\ Total 7t4,goj,8t4 rrr.'/L9r5'/.

DEPARTMENT TAX HEAD
NUMBEROF
CI-AIMS VALUE

\ KShs KShs

VAT 2,42L ts,8gz,z4z,st3

Income Tax 52,109 s,6qr,6z6,8zo

Excise 5,515,OOO
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Customs Services Excise

14.15. Refund/Payment Accounts Movement Schedule for financial year 2016-2017

PAYMENTS

54,672 z6,ogz,gs7,ogoTotals

Provision
Opening
Bank Balance

Provision for
Refund

Returned
Payments/
Receipts to
the Account

TotalAmount
available

Refunds/
Remittance

Closing bank
Balances

CSD - Import &
Excise Duty
provision for
refund r,69r,z83,8zo 2,7OO,OOO,OOO a.slstzg.6sz 8,so6,463,47i z,8sg,84s,oz9 6,oq6,618,444

DTD - Income
Tax provision
for refund 22,q.6s.r43 2,3OO,OOO,OOO zszz,q6s,ta1 r.soz,z38.sro 8zo,zz6,694
DTD - VAi'
Domestic
provision for
refund z,79r,ogt,64z r3,464,ooo,ooo r6,zss,ogr,6az rs.z6s,+rg,o8z z,gq\6z8,ss'

DTD - Stamp
Duty provision
for refund 7,otg,974 8zsaz,tt4 8q,:162,o88 82,6q2,64o 6,zza.aa8

DTD - Excise
Domestic
provision for
refund z,8r+,o8g z.8ra.o8g 2,8r4,o83
RTD-Traffic
Revenue
Provision for
Refund r88,234,r.9s 3O,1OO,OOO zt8,334,rgs r6s,r82,873 53,r51,322
lOTAL
AGBNCY 4,708,408,8S8 18,sl6.tazlt4 4,5,t5,,t79,6:12 Z7,795,Og5,6z4 rz.8zg.8ez.rgg q.g21"213,485
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Accounts Movement Schedule for financial year 2015-2016

\,

\

48

:

Provision
Opening

Bank Balance
Provision for

Refirnd
TotalAmount

available Refirnds
Closing bank

Balances

ExciseCSD -

2.4(6.q?O.qqO 2-7c,c).ooo-ooo q.1qE.qqo.lqo q.-a6a..zqc.qzo r.6or.z8q.8zo

DTD - Income
for rs6.a6t ioo.ooo.ooo soo.rs6.a6z 277.tqr.2,24 22.q6c.142,

t.z'tz-zqo-6za ra.688^ooo.ooo r q.ozc.zco.6za rq.rqa^r68.ocr l.lot.oot-6az

c.cao.r3,8 6.ooo.ooo q.szo.tc8 z.qoo.r6a 7.OLq.q74
DTD - Stamp Duty
provision for refur

z^8ra.o8q 2.8r4^oBq z-8ra-o8c
RTD-Traffic Revenu
Provision for Refirnr

e
I rr<.a8o.o8r 6o-ooo.ooo roc-a8o-o8r t.zcc.z86 r88.zqa-ro<

r.8ra.<zq.8q2 l7.75r',.OOO.OO() zr.q88.<zq.8q2 r6.88c.rzr.oqa a.zoc-ao8.8c8
\

TOTALAGENCY \
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15. APPBNDICES

(i) Customs Senrices Department

The following is a detailed collection analysis of Customs Services Department:

Yo

Target
realised

Fr
zor6ltt

Actual Receipts
FY zors/r6

Year
on

year
Growt

h
Target -

Treasury
Actual Receipts

YY zor6ltz
as at 3o.o6.zot7 as at 3o.06.2016

Exchequer
/,oqo.6qz.qrr.8sz 8z,r6r,rs3,3z3 96% 8r,266,483,o2oGross Import Duty

q4o/o zz.roz.68s.6oz ts%o86,9ss,o3s,292 8t,697,9r3,ro7Gross Excise Duty - Imports

r4?.49t,206,r7r q7%6 142,227,OLg,94L t%oVAT - Imports r47,53o,3o5,r89

-o/-\ /o29.245,332,296 za,q86,o9o,o7s 84"/o 25,85o,692,r6rImport Declaration Fees

r8.qoz.sr6.:98 roo96 s%r8,8q-8,;cg,gzs 17,273369,562

toa3z3.gzr.rz8.ssg 355.738.879,O14 9S%o :l:l8,7z1,zio,zgz

ioo.ooo.ooo 300.ooo,ooo Looo/o 3OO,OOO,OOO oo/o

Less: Prov. for Refunds (Import
Dutv)

2.500.ooo,ooo tooY" 2,400,ooo,ooo q%
Less: Prov. for Refunds (Excise
Duty) 2,5OO,OOO,OOO

:tt6.oss.eso.eqa 5%o:lzo.s7r,rz8.ss9 352,938,879,o14 95o/oNet total Exchequer

Aqencu
7oo/o6.6oa.gos.zs6 tr,rg9,zz7,64z tToo/o 6,szo,16z,o63Airport Revenue

18%q,azz,zos,8so 4,8s4,z6r,tos tto%o 4,r2r,973,768Aviation Revenue

ttg%o r,9zq,zl.6,94o to%"Petroleum Development Fund r,82r,7oo,846 z,167,7zs,8zz

ls,sztla8,o44 6g.ss6,gzr,agz 9zY" qs,407F,64,240 53%Road Maintenance Lew

ua.az8.8gg tt%"120,475,357 rz7,3ro,o88 ro6%"K.A.A. Concession Fees

LoSo/o 6zs,gor,zz6 9o/oRoad Transit Toll Lerry 7rs,6oo,4o7 737,to5,t65

sq,s6s,az+ 9o/o z9l,816,z6s -88o/"Sugar Lew 397,700,493

3%i73s,281,804 497,n7,887 68% 485,199,74rPetroleum Regulatory Lely

42o/o1.327,589.19o tt8%" gsq,qs6,z8r
Merchant Superintendent
Shippine Lew r,t2t,753,689

OYo r6r.rs6,66: -48%83,oo3,4r7llliscellaneous

qr.a66.zzz.zz6 qo.s8s.asz.z8e 99o/o 6o,lto,6zz,ozo 49%oSub-totolAqen.cu

tzY"a6z,olz.aso,z86 44.1.:524.?76.256 g60/o 396,7:i,5,927,:16rfotal CSD

49
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(,ii) Domestic Taxes Department

The is a detailed collection of Domestic Taxes

(iii) Traffid Revenues

The following is a +tailed collection analysis of Traffic Revenues department

t

Target -
Treasurv

Actual Receipts
FY zor6ltz

% Target
realised

FY
zol6/rz

Actual Receipts
FY zors/r6

Year
on year
Growth

\ as at 30.06.zotz as at 3o.o6.eor6
Exchequer

VAT-Gross Collection zog.zrz,7t7s6g zo6,S4s,rs7,zs4 se% r74,o5o,9r.5,589 tgo/o

Less Provision for Refunds r8,o62,838,+:lr 13,464,ooo.oor /5/O r4,68o.qaa.ooo -8%
VAT Domestic 19r,r49,878,938 rg3,o8r.rgz.zsz tot%" rsg,g6q,qzr.s8s zr%

P.AY.E 344,257,877,747 336,se6,366,4s8 s8% Srz,osr,647,z9z 8%

Other Iucotne Taxes grs,6os,:8a,6sr 291,35o,t94,3o7 92% 248,6o3,o74,59r L7%

Turnover Tax qzo,S66,8zz ror,s8z,ra6 24o/o s8s,zz6,os8 -740A

Capital sain Tax 3,o't,o77,516 z,qt8,zt8,z66 79% s,8to,ss7,z4r -sz%

Excise Duty pomestic 6s,gz6,zs8.ao8 55,499,i21 ,577 88% 48,986,467,?,82 n%
Excise Tax on Airtime r8,69r,++6,gog rs,q6g.8oq.r6r 8sx r+,88a,:s:.gs6 -o///o
llxcise Tax on Financial
Services rr,5o4,g55,4oo t2,574,9O4,237 tog% g,orz,6za.a88 o%

rz,6sr,oz6,947 8,6u,66o.g,62 68% ro,+r6,289,o68 -tz%o

Land Rent r,saz.qo8.8gz 86o,894,ro2 s6% r,zor,r98,rr6 -28%
Sub-Total Exchequer

Reoenue 962,2or,38r,663 gr7,o6r;387,gt3 SSY" 8o8,7or,g8g,6ss L3o/o

Aeencv Revenrle

KEBS - Lew 482,87o,o74 50r,:lrz.3r8 ro4% 474,ss3,26o 60/o

Sugar Lew r,r3r,824,255 Bo,o34,rs1 //o r,o68,6z6,sgg -93%
Sub Total ofAgQncy
Reoenue t16t4,694,ggo s8r,B46,a6q 360/o t1543,229,854 -62o/o

TOTALDTD \ 968,8r6,o7S,998 9r7,642,73,4382 gsYo 8to,e4s,etg,so9 tgYo

Exchequer

Target - Actual Receipts
FY zor6hz

7o Target
realised FY
zor6/t7

Actual Receipts FY
zotsl16

Yearon
year
Growth

\
Exchequer 4,8or,9o6,ss8 3,os9.86r.43o 6q% z,8sq.zzs,raq //o

Agency r,r89,83o,96s 1,o42,275,733 88"/o r,o5z,ror,8q6 -t%"
Total RTD 5,ggr,7b7,523 4,1O2,137.163 689/o 3,91t,3,27.o48 5/O

s0

)
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(iv) Collections trend for the financial years zorzf rgto zol^6/17 (All figure in Kshs
Millions)

2012t13 2013t14 2014t15 2015'16 2016t17

Actual
GroMh

{%) Aclual
Growth

lo/"1 Ac{ual
Growth

(%l Actual
Growth

lo/ol Actual
Growth

(o/"1

c&Bc

Exchequer 220,307 4.7T0 289,689 31.5% 313,291 8.1Y0 325,272 3.8% 352,939 8.5%

Aoencv 38,408 13.6% 42,142 9.7Y0 45,132 71% 60,731 34.6% 90,585 49.2Y0

Total C&BC 258,715 5.9% 331,831 28.3Yo 358,424 8.0% 386,002 7.7Yo 443,524 14.90/0

DTD

Exchequer 536,820 17j% 626,335 16.70/o 705,718 12.70/o 808,702 14.6Y0 917,061 13.4Y0

Aoency 1,923 1.10/o 1,966 2.20/o 1,508 -23.3Yo 1,543 2.3Yo 581 -62.30/o

Total DTD 538,744 17.00h 628,301 't5.6% 707,227 12.6fo 8',10,245 14.60/o 917,643 '13.30/o

TRD

Exchequer

Aqency

2,384 7.8% , o(o 24.10/o 2,964

982

0.2Y0 2,85e I -3.s% 3,060 7,0Y0

643 15.570 732 13.8% 34.2Y0 1,052 I 7 .1Yo 1,042 -0.9%

Total DTD 3,027 9.4Yo 3,691 21.9Yo 3,947 6.9% 3,911 .0.9% 4,102 4.9Yo

Total

Exchequer 759,511 13.2Y0 918,982 21.0To 1,021,974 11.2Yo 1 ,136,833 11.20/o 1,273,060 12.lYo

Aqency 40,975 't3.0% 44,U1 9.4Y0 47,623 6.2Yo 63,326 33.0% 92,209 45.6T0

Total 800,486 13.2% 963,823 20.4Y0 1,069,597 fi.aYo 1,200,159 12.20/o 1,365,269 13.80/o

5l
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